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Court File No. CV-09-8156-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR, ) TUESDAY, THE 28" DAY
)
JUSTICE C. cAMPRELL ) OF APRIL, 2009
BETWEEN:
DESJARDINS FINANCIAL SECURITY LIFE
ASSURANCE COMPANY
Applicant
-and -
CRAIGLEE NURSING HOME LIMITED
Respondent

ORDER

THIS APPLICATION, made by the Applicant for an Order pursuant to section 47(1) of
the Bankruptcy and Insolvency Act, R.8.C. 1985, c. B-3, as amended (the "BIA") and section 101
of the Courts of Justice Act, R.8.0 1990 c. C.43, as amended (the "CJA") appointing Deloitte &
Touche Inc. as Interim Receiver and Receiver and Manager (in such capacities, the "Receiver”)
without security, of all of the assets, undertakings and properties of Craiglee Nursing Home

Limited (the "Debtor") was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the affidavit of Stephen Wood sworn April 23, 2009 and the Exhibits
thereto and on hearing the submissions of counsel for the Applicant, no one appearing for the
persons referenced in the Service List appended hereto as Appendix “A” although duly served as
appears from the affidavit of Leah Ali sworn April 27, 2009 (the “Affidavit of Service”), and on

reading the consent of Deloitie & Touche Inc. to act as the Recciver,
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SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the Motion
Record is hereby abridged so that this motion is propetly returnable today and hereby dispenses

with further service thereof.
APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 47(1) of the BIA and section 101 of the
CJA, Deloitte & Touche Inc. is hereby appointed Receiver, without security, of ail of the
Debtor's current and future assets, undertakings and properties of every nature and kind
whatsoever, and wherever situate including all proceeds thereof (the "Property"), including,

without limitation, the real property described in Appendix “B” hereto.

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 or desirable:

(a)  to take possession and control of the Property and any and all proceeds,

receipts and disbursements arising out of or from the Property;

1 (b) to receive, preserve, protect and maintain control of the Property, or any
| part or parts thereof, including, but not limited to, the changing of locks
and security codes, the relocating of Property to safeguard it, the engaging
of independent security personnel, the taking of physical inventories and
the placement of such insurance coverage as may be necessary or

desirable; .U Pomes af‘*-. eso- l‘i‘lo,c.)llq _
© »}g‘gﬁ“*’ BT (AAAY) M‘("
Mc) “to mafiage, operate and carry on the business of the Debtor, inchading the

powers to enter into any agreements, incur any obligations in the ordinary

course of business, cease to carry on all or any part of the business, or

cease to perform any contracts of the Debtor;
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“to engage consultants, appraisers, agents, experts, auditors, accountants,

managers, counsel and such other persons from time to time and on
whatever basis, including on a temporary basis, to assist with the exercise
of the powers and duties cdnferred by this Order, including, without
limitation, Extehdicare {Canada) Inc. (“Extendicare™) or such other third

party operator as the Receiver may in its discretion designate;

to purchase or lease such machinery, equipment, inventories, supplies,
premises or other assets to continue the business of the Debtor or any part

or parts thereof}

10 receive and collect all monies and accounts now owed or hereafter
owing to the Debior and to exercise all remedies of the Debtor in
collecting such monies, including, without limitation, to enforce any

security held by the Debtor;

to collect any payments or subsidies from Her Majesty the Queen in Right
of Ontario as Represented by the Minister of Health and Long-Term Care
(“MOH™) and any other government body, however any monies received
by the Receiver from the MOH pursuant to this Order shall be used or
applied by the Receiver only in accordance with the operation of the
Debtors’ nursing homes which are currently licensed pursuant to the
Nursing Homes Act R.8.0. 1990, ¢. N-7 as amended, and the regulations
thereunder (the “NHA”), or otherwise carrying out the Receiver’s duties.
Any payments by the MOH hereunder shall be subject to MOH review

and reconciliation as provided for by applicable law;
to settle, extend or compromise any indebtedness owing to the Debtor;

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 Debtor, for any purpose pursuant to this Order;
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to undertake environmental or workers' health and safety assessments of

the Property and operations of the Debtor;

to apply for such permits, licenses, approvals or permissions as may be
required by any governmental authority with respect to the Property,

including, without limitation, licenses under the NHA;

to initiate, prosecute and continue the prosecution of any and all
proceedings and to defend all proceedings now pending or hercafter
instituted with respect to the Debtor, the Property or the Receiver, and to
settle or compromise any such proceedings. The authority hereby
conveyed shall extend to such appeals or applications for judicial review

in respect of any order or judgment pronounced in any such proceeding;

to market any or all of the Property, including advertising and soliciting
offers in respect of the Property or any part or parts thereof and
negotiating such terms and conditions of sale as the Receiver in its

discretion may deem appropriate;

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

thereof out of the ordinary course of business,

(i)  without the approval of this Court in respect of any transaction not
exceeding $100,000, provided that the aggregate consideration for

all such transactions does not exceed $250,000; and

(i)  with the approval of this Court in respect of any transaction in
which the purchase price or the aggregate purchase price exceeds

the applicable armount set out in the preceding clause,

and in each such case notice under subsection 63(4) of the Ontario
Personal Property Security Act, [or section 31 of the Ontario Morigages
Act, as the case may be,] shall not be required, and in each case the

Ontatio Bulk Sales Act shall not apply.
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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 encumbrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined
below) as the Receiver deems appropriate on all matters relating to the
Property and the receivership, and to share information, subject to such

terms as to confidentiality as the Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the

Property against title to any of the Property;

to apply for any permits, licences, approvals or permissions as may be
required by any governmental authority and any renewals thereof for and
on behalf of and, if thought desirable by the Recéiver, in the name of the
Debtor;

to enter into agreements with any trustee in bankruptcy appointed in
respect of the Debtor, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any property

owned or leased by the Debtor,

to exercise any shareholder, partnership, joint venture or other rights

which the Debtor may have; and

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 be exclusively

authorized and empowered to do so, to the exclusion of all other Persons (as defined below),

including the Debtor, and without interference from any other Person.

4, THIS COURT ORDERS that the agreement among the Receiver, the Service Employees

International Union Local 1 Canada and The Nursing Homes And Related Industries Pension

Plan dated April )ﬂ,’ 2009 (the “Settlement Agreement”) isthe. form attaohed.as~Exhibit—

@kg\”f
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i ) be and is hereby approved and the execution

of the Settlement Agreement by the Receiver be and is hereby ratified and approved.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

6. THIS COURT ORDERS that (i) the Debtor, (ii) all of its current and former directors,
officers, employees, agents, accountants, legal counsel and shareholders, and all other persons
acting on its instructions or behalf, and (iii) afl other individuals, firms, corporations,
governmental bodies or agencies, or other entitics having notice of this Order (all of the
foregoing, collectively, being "Persons” and each being a "Person") shail 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 to the Receiver, and shall deliver all éuch
Property to the Receiver upon the Receiver's request. ‘@ 0 p-ZS 4. 3@)

7. THIS COURT ORDERS that all Persons shall forthwith ézf_ise the Re(_:eivér of the ﬂ‘b—b
existence of any books, documents, securities, contracts, orders, corporate and accounting

records, and any other papers, records and information of any kind related to the business or M(D
affairs of the Debtor, and any computer programs, computer tapes, computer disks, or other data

storage media containing any such information (the foregoing, collectively, the "Records”) in

that Person's possession or control, and shall 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 paragraph 7 or in paragraph 8 of this Order shall require the delivery of Records, or

the granting of access to Records, which may not be disclosed or provided to the Receiver due to

the privilege attaching to solicitor-client communication or due to statutory provisions

prohibiting such disclosure.

8. THIS COURT ORDERS that if any Records are stored or otherwise contained on a

computer or other electronic system of information storage, whether by independent service
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provider or otherwise, all Persons in possession or contro! of such Records shall forthwith give
unfettered access to the Receiver for the putpose of allowing the Receiver to recover and fully
copy all of the information contained thercin whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall 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 including
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 RECEIVER
5. THIS COURT ORDERS that no proceeding, enforcement process or extra-judicial

proceeding in any court or tribunal (each, a "Proceeding"), shall be commenced or continued
against the Receiver or Extendicare except with the written consent of the Receiver or

Extendicare as applicable, or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY
10.  THIS COURT ORDERS that no Proceeding against or in respect of the Debtor 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 Proceedings currently under way against or in respect of

the Debtor or the Property are hereby stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES 'y =
11.  THIS COURT ORDERS that all rights and remedies against the Debtor, the Receiver,'or

affecting the Property, are hereby stayed and suspended except with the written consent of the M@) .

Receiver or leave of this Court, provided however that nothing in this paragraph shall (i)
empower the Receiver or the Debtor to carry on any business which the Debtor is not lawfully
entitled to carry on, (ii) exempt the Receiver or the Debtor from compliance with statutory or

regulatory provisions relating to health, safety or the environment, (iii) prevent the filing of any
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registration to preserve or perfect a security interest, or (iv) prevent the registration of a claim for

lien.

NO INTERFERENCE WITH THE RECEIVER

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

with, repudiate, ferminate or cease to perform any right, renewal right, contract, agreement,

licence or permit in fayour of or held by the Debtor, without written consent of the Receiver or
leave of this Court, ottt i ing, the MOH is hereby

5 - OH-shatt-net—suspend.—cance : i rther-order6 e
Court, provided. however, that nothing in_this-paregraph—shati—exempttheReceiver-or the
Debto i with statutory or regulatory provision; i e

CONTINUATION OF SERVICES

13.  THIS COURT ORDERS that all Persons having oral or written agreements with the
Debtor or statutory or regulatory mandates for the supply of goods and/or services, including
without limitation, all computer software, communication and other data services, centralized
banking services, payroll services, insurance, transportation services, utility or other services to
the Debtor are hereby restrained until further Order of this Court from discontinuing, altering,

interfering with or terminating the supply of such goods or services as may be required by the

LY
w and that the Receivetshal. bg eptitled to Wtinued use of the Debtor's current
A
ses

glephone numbers, facsimile numbers, intetnet addr and domain names, provided in each
case that the normal prices or charges for all such goods or services received after the date of this
Order are paid by the Receiver in accordance with normal payment practices of the Debtor or
such other practices as may be agreed upon by the supplier or service provider and the Receiver,

or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS
14.  THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of

payments received or collected by the Receiver from and after the making of this Order from any
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source whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whetber in existence on the date of this
Order or hereafter coming into existence, shall be deposited into one or more new accounts to be
opened by the Receiver (the "Post Receivership Accounts”) and the monies standing to the
credit of such Post 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 or

any further Order of this Court.

EMPLOYEES
15.  THIS COURT ORDERS that all employees of the Debtor shall remain the employees of

the Debtor until such time as the Receiver, on the Debtor's behalf, may terminate the
employment of such employees. The Receiver and Extendicare shall not be liable for any
employee-related liabilities, including wages, severance pay, termination pay, vacation pay, and
pension or benefit amounts, other than such amounts as the Receiver may specifically agree in
writing to pay, or such amounts as may be determined in a Proceeding before a court or tribunal

of competent jurisdiction.

16. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the ReceiverAshall disclose personal
information of identifiable individuals to prospective purchasers or bidders for the i’roperty and
to their advisors, but only to the extent desirable or required to negotiate and attempt to complete
one or more sales of the Property (each, a "Sale"). Each prospective purchaser or bidder to
whom such personal information is disclosed shall maintain and protect the privacy of such
information and limit the use of such information to its evaluation of the Sale, and if it does not
complete a Sale, shall return all such information fo the Receiver, or in the alternative destroy all
such information. The purchaser of any Property shall be entitled to continue to use the personal
information provided to it, and related to the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by the Debtor, and shall return all

other personal information to the Receiver, or ensure that all other personal information is

destroyed.
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LIMITATION ON ENVIRONMENTAL LIABILITIES
17.  THIS COURT ORDERS that nothing herein contained shall require the Receiver to

occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession") of any of the Property that might be environmentally 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 or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act 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 niot, as a result of this Order or anything done in
pursnance of the Receiver's duties and powers under this Order, be deemed to be in Possession of

any of the Property within the meaning of any Environmental Legislation.

LIMITATION ON THE RECEIVER’S LIABILITY
18.  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 section 14.06 of the BIA or by any other applicable

legislation.

RECEIVER'S ACCOUNTS
19.  THIS COURT ORDERS that any expenditure or liability which shall properly be made

or incurred by the Receiver, including the fees of the Receiver and the fees and disbursements of
its legal counsel, incurred at the standard rates and charges of the 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 and encumbrances, statutory or otherwise, in favour of

any Person (the "Receiver’s Charge").
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20.  THIS COURT ORDERS the Receiver and its legal counsel shall pass its accounts from
time to time, and for this purpose the accounts of the Receiver and its legal counsel are hereby

referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

21, THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the monies in its 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 such amounts shall constitute advances against its

remuneration and disbursements when and as approved by this Court.
FUNDING OF THE RECEIVERSHIP

22.  THIS COURT ORDERS that the Receiver be at liberty and it is hereby empowered to
borrow by way of a revolving credit or otherwise, such monies from time to time as it may
consider necessary or desirable, provided that the outstanding principal amount does not exceed
$750,000 (or such greater amount as this Court may by further Order authorize) at any time, at
such rate or rates of interest as it deems advisable for such period or periods of time as it may
arrange, for the purpose of 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 hereby charged by way of a fixed and specific charge (the "Receiver's Borrowings Charge")
as security for the payment of the monies borrowed, together with interest and charges 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 the Receivet’s Charge .

23.  THIS COURT ORDERS that neither the Receiver's Borrowings Charge nor any other
security granted by the Receiver in connection with its borrowings under this Order shall be

enforced without leave of this Court.

24.  THIS COURT ORDERS that the Receiver is at liberty and authorized to issue certificates
substantially in the form annexed as Appendix "B" hereto (the "Recciver’s Certificates") for

any amount borrowed by it pursuant to this Order.

25.  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 all Receiver’s Certificates
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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.

GENERAL
26.  THIS COURT ORDERS that the Receiver may from time to time apply to this Court for

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

27.  THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting
as a trustee in bankruptcy of the Debtor.

28. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give
effect to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
reguested to make such orders and to provide such assistance to the Receiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or {o assist the Receiver and

its agents in carrying out the terms of this Order.

29.  THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized 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.

30. THIS COURT ORDERS that the Applicant shall have its cdsts 6f this applfcation, up to
and including entry and service of this Order, provided for by the terms of the Applicant’s
security or, if not so provided by the Applicant's security, then on a substantial indemnity basis
to be paid by the Receiver from the Debtor's estate with such priority and at such time as this

Court may determine.

31.  THIS COURT ORDERS that, in the event that the conditions precedent to the coming
into force of the Settlement Agreement are not satisfied as required by the Settlement
Agreement, the appointment of the Receiver pursuant to this Order shall terminate nunc pro tunc

and the Receiver shall immediately apply to the Court to be discharged.
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32, 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 any other party
likely to be affected by the order sought or upon such other notice, if any, as this Court may

Leleopory.

ENTERED AT / INSGRIT A TORONTO
ON / BOOK NO:
LE / DANS LE REGISTRE NO..

APR 7 8 2009

PER/PAR: &_,

order.




TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

APPENDIX "A"
SERVICE LIST

Craiglee Nursing Home Limited
102 Craiglee Drive
Toronto, ON MI1IN 2M7

Roy McDougall
1790 Rosebank Drive
Pickering, ON L1V 1P6

Celia McDougall
1790 Rosebank Drive
Pickering, ON L1V 1P6

Doris McDougall
1790 Rosebank Drive
Pickering, ON L1V 1P6

Sack Goldblatt Mitchell
20 Dundas Street West
Suite 1130, Box 180
Toronto ON M5G 2G8

Attn: Doug Lefaive
Tel: (416) 977-6070
Fax: (416) 591-7333

Solicitors for Service Employees International Union, Local 1.on and
the Nursing Homes and Related Industries Pension Plan

Ministry of Finance, Insolvency Unit
33 King Street West

6™ Floor

Oshawa ON L1H 8H5

Department of Justice (CANADA)
Ontario Regional Office

The Exchange Tower Box 36

130 King Street West, Suite 3400
Toronto ON M5X 1K6

Attn: Diane Winters
Tel: (416)973-3172
Fax: (416)973-0810

000048
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AND TO:  Ministry of Health & Long Term Care
Long Term Care Homes Branch
56 Wellsley Street West
9" Floor
Toronto ON M7A 2J9

Attention: Tim Burns, Director, Long Term Care Homes Branch

AND TO:  Scotia Mortgage Corporation
Scotia Plaza
44 King Street West
8" Floor
Toronto ON M5H 1H1

Attn: Sherry Hanion
Tel: (416) 866-4715
Fax: (416) 866-7767

AND TO: The Consumers’ Waterheater Income Fund

80 Allstate Parkway
Markbam ON L3R 6H3

CLUC v.1 Sept. 14/04
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APPENDIX "B"
LEGAL DESCRIPTIONS OF PROPERTY

In respect of those land and premises municipally known as 94, 96 & 102 Craiglee Drive,
Toronto, Ontario and 10 Sharpe Street, Toronto, Ontario

Consolidation of various properties being Lots 508, 509, 510, 513, 514, 523 & 524

on Plan M-388; Part of Lot 526 on Plan M-388, designated as Part 2 on Plan 66R-20226,
Part of Lot 525 on Plan M-388, designated as Part 4 on Plan 66R-20226;

Part of Lot 512, being the westerly 7 feet 10 inches in Plan M-388;

Lot 511 (except Part 1 on Plan 66R-11153), Part of Lot 512,

lying to the east of the northerly 7 feet 10 inches on Plan M-388,

City of Toronto (formerly City of Scarborough),

Land Titles Division of the Toronto Registry Office (No. 66),

being all of PIN 06432-0413(LT).

In respect of those land and premises municipally known as
9 Vanburgh Avenue, Toronto, Ontario

Consolidation of Various Properties:

Firstly: Part of Lot 526, Plan M-388,

designated as Part 1, Plan 66R-20226;

Secondly: Part of Lot 525, Plan M-388,

designated as Part 3, Plan 66R-20226;

City of Toronto (formerty City of Scarborough),

Land Titles Division of the Toronto Registry Office (No. 66),
being all of PIN 06432-0409(LT),

CG0050
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APPENDIX "C"
RECEIVER CERTIFICATE
CERTIFICATE NO.

AMOUNT $

1. THIS IS TO CERTIFY that Deloitte & Touche Inc., the interim receiver and receiver and
manager (the "Receiver") of all of the assets, undertakings and properties of Craiglee Nursing
Home Limited appointed by Order of the Ontario Superior Court of Justice (the "Court") dated
the 28" day of April, 2009 (the "Order") made in an action having Court file number

, has received as such Receiver from the holder of this certificate (the "Lender") the
principal sum of $ , being part of the total principal sum of § which

the Receiver is authorized to borrow under and pursuant to the Order.

2. The principal sum evidenced by this certificate is payable on demand by the Lender with

interest thereon calculated and compounded [daily][monthly not in advance on the day
of each month] afier the date hereof at a notional rate per annum equal to the rate of per
cent above the prime commercial lending rate of 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 to the security interests of any other person, but subject to the priority of
the charges set out in the Order, and the right of the Receiver to indemnify itself out of such

Property in respect of its remuneration and expenses.

4, All sums payable in respect of principal and interest under this certificate are payable at

the main office of the Lender at Toronto, Ontario.

5. Untit all liability in respect of this certificate has been terminated, no 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 of this certificate without the prior written consent of the

holder of this certificate,

o
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6. The charge securing this certificate shall operate so as to permit the Receiver to deal with
the Property (as defined in the Order) as authorized by the 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 of the Order.

DATED the day of , 2009,

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:

CLUC v.1 Sept. 14/04
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Court File No. CV-09-8156-00-CL
ONTARIO
SUPERIOR COURT OF JUSTICE
[COMMERCIAL LIST]
BETWEEN:

' DESJARDINS FINANCIAL SECURITY LIFE
ASSURANCE COMPANY

Applicant

-and -
CRAIGLEE NURSING HOME LIMITED

Respondent

FIRST REPORT TO THE COURT OF THE RECEIVER
' (dated July 30, 2010)

. INTRODUCTION

L Pursuant to an Order of the Honourable fustice Campbell of the Ontario Supezior Court of
Justice (C.lormnercial Ligt) (the “Couxt”} dated April 28, 2009 (thé “Appointment
Order”), Deloitte & Touche Inc. (“Deloitte’™) was appointed as Interim Receiver and
Recelver and Manager (the “Receiver”) of all of the current and future assets,
undertakings and properties of Craiglee Nursing Home Limited (“Craiglee™). A copy of
the Appointment Order is attached hereto as Appendix “A”. | .

2. At the application for the appointment of the Receiver, counsel to Craiglee, Aylesworth

LLP, raised certain objections. The Bndorsement issued by the Honourable Justice
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Campbell on April 28, 2009 provided, amoﬁg other things, that Craiglee and its principals
Roy McDougall and his spouse Doris McDougall (collectively the “McDougalls™)
reserved their right to challenge the receivership continuing beyond May 11, 2009.
Neither Craiglee nor the McDougalls brought an application to challenge the continbation
of the receivership. A copy of the Endorsement of April 28, 2009 is attached hersto as
Appendix “B”. '

Craiglee’s assets comprise primarily Craiglee Nursing Home, a 169-bed pursing home
located at 102 Craiglee Averue, Toronto, Ontario. Craiglee is also the registered owner
of the property located at 9 Vanbrugh Ave., Toronto (“9 Vanbrugh'), a single family two

storey residence which is located adjacent to the nursing home.

This First Report of the Receiver (the “Report™) provides the Court with a summary of
the Receiver’s activities since the Appcintment Date to Tuly 15,2010, In particular, the
purpose of the Report is to:

* inform the Court of the Receiver’s activities immediately prior to and since the

Appointment Date to July 15, 2010, including its activities in taking possession of -

the assets of Craiglee, and seek approval of those activities;

*  inform the Court of the operating results for Craiglee from the Appointment Date
to April 30, 20410, '

« scek the Court’s approval to engage a real estate broker to market Craiglee for sale

and seek approval for a proposed sale and marketing program for Craiglee; and

» seek the Court’s approval of the fees and disbursements of the Receiver and those

of its counsel.

Capitalized terms not defined in this Report ate as defined in the Appointment Order. All

references to dollars are in Canadian currency unless otherwise noted,
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TERMS OF REFERENCE

6. In preparing the Report, the Receiver has relied upon records of Craiglee and unandited
financial information prepared by Craiglee or Extendicare (Canada) Inc. (“Extendicare”),
the manager of the mursing home. The Receiver has not performed an audit or other

verification of such information.

7. The Receiver has sought the advice of Bl anéy McMurtry LLP (“Blaneys”), counsel to the
Applicant, for general legal matters that have arisen in respect of the receivership, Where
the Receiver has required independent legal advice, the Receiver has soughf the counsel
of Gowling Lafleur Henderson LLP (“Gowlings™). . A

PRE-RECEIVERSHIP ACTIVITIES
Agreement with SEIJ and NHRIPP

8. In preparafion for the receivership 'appointment, Blaneys contacted Sack Goldblatt
Mitchell LLP (“Sack”), counsel to Service Employees International Union, Local 1.on
(“SEIU”) and Nursing Hormes and Reiated Industries Pension Plan (“NHRIPP™), to
advise of the receivership application and to discuss the terms under which the proposed
Receiver would engage approximately 108 of Craiglee’s employeés who were ﬁembers of
SEIU. Those discussions, in which the proposed Receiver participated, culminated in the
lproposed Recejver, SEIU and NHRIPP agreeing to the terms of an agreement (the “Union
Agreement”) dated April 24, 2009 that was to become effective upoﬁ the Receiver’s
appointment and would be subject to a ratification vote by the union members. A copy of

the Union Agreement is attached hereto as Appendix “C”.
9. The Union Agreement provided for, among other things, the following:

1) The Receiver adopting certain Workplace Practices (as defined in the Union

Agreement) subject to certain qualifications and limitations;
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ii) The SEIU agreeing that the Receiver and any party acting through or with the
Receiver would not be deemed fo.be a successor or related employer under any

Employment Legislation;

iliy  The Receiver satisfying certain outstanding and unpaid union dues and pension

plan contributions;

iv)  The SEIU members receiving certain wage increases and retroactive adjustments

as specified in the Union Agreement; and

) The Receiver working with SEIU to resolve certain Unresolved Grievances as |
listed in a schedule to the Unioa Agreement. All other outstanding grievances
would be withdrawn by the SEIU. The Union Apreement also set out the
Grievance and Arbitration Procedurs which provided procedures for the filing and
resolution of the Unresolved Grievances and any future grievances on or after
April 24, 2009 between SEIU mﬂmbérs and the Recei{rer.

Management Agreement with Extendicare (Canada) Inc:

10,

1L

12,

On or about February 3, 2009, Craiglee engaged Extendicare to manage Craiglee on its

- behalf. Prior to Febmary 5, 2009, Craiglee was managed by its owners, Roy and Doris

McDougall, and Celia McDougall, who also acted as Craiglee’s Administrator.

The Receiver was advised by representatives of Extendicare that Extendicare had been

engaged by Craiglee in order to assist Craiglee in dealing with various continuing and

recurring contraventions of the Service Agreement as enfered into between Craiglee and

the Ministry of Health and Long-Term Care (the “MOH”), the Nursing Homes Act, and
the regulations by the licensce, ail of which kad tesulted in the MOH ceasing to authorize

admissions to the nursing home commencing on October 31, 2008, -

In preparation for the Applicant’s receivership applicatiori, the Receiver contacted
Extendicare and another nursing home management company on or about April 13, 2009

and requested proposals for the management of Craiglee in receivership.
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13. After discussing with the Applicant the two proposals received, Extendicare was selected
to be the nursing home management company based on pricing and its familjarity and
experience with Craigles. The Applicant, the proposed Recsiver and Extendicars entered
into negotiations which culminated in a Managerment Agreement dated April 28, 2009,
The Receiver subsequently sought the MOH's approval of the Management Agreement as
required under the Nursing Home Act, which approval was received by way of an

Agreement to Approve a Management Agreement (“Approval Agreement”) dated April
8, 2010. '

POSSESSION AND SECURITY

14. On April 28,2009, the Receiver, accompanied by rebresentatives of Extendicare, attended
at Craiglee. The Receiver initially met with Celia McDougall to advise her of the
Appointment Order and to tour the property.

15.  Based on its review of the premises and given the 24 hour accessibﬂityr Tequirements, it

was determined that no external locks fo the nursing home needed to be chan ged,.

16.  The Receiver aﬁ*anged for termination of any external access to Craiglee’s computer
systems. In addition, the Receiver terminated a feed from the internal security cameras
that had been linked to a monitor located 4t 9 Vanbrugh, which at tlie time was inhabited |
by members of the McDougall family.

17. bn April 29, 2009, the Receiver contacted Crajglee’s; insurance broir:er, Marsh Canada
Limited, and requested that the Receiver be added as a némed insured and loss payee on
Craiglee’s insurance policies. On May 1, 2009, Marsh confirmed that the Receiver had
been added to all of‘Craiglee;s insurance policies, Given Extendicare’s significant
experience in owning and managing similar facilities, the Receiver requested that
Extendicare review Craigles’s insurance policies to determine if the coverage was

sufficient. Bxtendicare provided ifs view to the Receiver that the insurance coverage was

adequate.
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18.  On April 29, 2009, the Receiver contacted the financial institations at which Craiglee’s

bank accounts were meintained and informed them of the receivership proceedings,
provided them with a copy of the Appointment Order and requested that Craiglee’s
accounts be frozen to disbursements, that deposits continue to be accepted and that all
funds in the accounts be forwarded to the Receiver. The Receiver subseqﬁently received
$604,711.54 from the Canadian Tmperial Bank of Commerce and $27 8.15 from The Bank
of Nova Scotia, all in respect of Craiglee’s bank accounts. The Receiver also took

possession of blank cheques that were at Craiglee. '

-19.  Based on its prior experience in nursing home receiverships and the going concern

operation of the facility in which there is a continual inflow and outflow of supplies, the
Receiver determined that it was not necessary to take an inventory of Craiglee’s assets'as

of the Appointment Date.

20.  Upon its appointment, the Receiver wrote to ADP Canada (“ADP"), Craiglee’s payroll
service provider, informed it of the receivership and requested that ADP set up new

payroll accounts in order to provide for a seamless continuance of payroil.

21.  OnMay 6, 2009, the Receiver issued the Notice of Receiver pufsuant to sectic_)n 245(1) of
the Bankruptcy and Insolvency Act (thé “Notice™ to all unsecured creditors of Craiglee
and forwarded the Report of Receiver pursuant to section 246(1) of the Bankruptcy and
Insolvency Act (“*Section 246(1) Report™) to the Official Ré;:eiver. A copy of the Notice
and the Section 246(1) are attached hersto as Appendix “D”. '

MANAGEMENT AND FUNDING OF CRAIGLEE

22.  As set out above, the Receiver engaged Extendicare to act as day-to-day manager of
Craigles on behalf of the Receiver. Extendicare assigned a regional manager fo the
nursing home and engaged its internal specialists in nursing, dietary, administration,
environmental, marketing and accounting to review and advise the Receiver on the

operation of Craiglee. Pursuant to the Management Agreemeﬁt, Extendicare has prepared
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operational review reports and has prepared budgets and cash flow forecasts for Craiglee

which have been reviewed by the Receiver.

23.  Extendicare maintains the accounting records and provides the Receiver with monthly

operating reports with comparisons to budget and a variance analysis.

24.  MOH funding is received by the Receiver on or about the 22™ day of each month, Bach
month, Extendicare provides the Receiver with a cash flow forecast and a funding request |
for the subsequent month, Based on that funding request, the Receiver issues cheques for
deposit into the operating bank account and the payroll account which are maintained by

Extendicare. The Receiver reviews and co-signs all disbursements.
EMFPLOYEES
Bargaining Unit Employees

25.  On April 28, 2009, the Receiver commenced holding rotating maétings with Craigiec’s |
union employees to advise thern of the Appointment Order and the Receiver’s intention of
operati.ng the facility with a view to condncting a sale of the facility on a going concemn
basis. Further union employee mestings were held on April 29, 2009 with SEIU
representatives in attendance. After those meetings, the SEIU conducted its vote on the
Union Agreement. On April 30, 2009, the SEIU adyised the Receiver that its local
members had unanimously ratified the Union Agreement. - The Receivef has held
subsequent meetings with union representatives and bargaining unit members to continue

to elicit their support during the receivership process.

26. A condition of the Union Agreement was that the Receiver agreed to fund union dues
arrears of $3,400 and estimated pension fund contribution arrears of $39,522 that were
outstanding and unpaid as of the date of the Appointment Oxder. The Receiver has made

these payments.

27.  Blaneys has advised the Receiver that all Unresolved Grievances have been resolved with
the SEIU.
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Extendicare has advised that approximately 30 grievances have been filed by bargaining
unit members since the Appointment Date. Of those grievances filed, approximately
seven remain outstanding; however, Extendicare advises that none of these grievances are

material and should be resolved shortly.

Non-Union Employees

29,

30.

31,

32.

On Apzril 28, 2009, the Receiver also held rofating meetings with Craiglee’s non-union
emplovees (approkimately 19). These employees were also advised of the Receiver’s
plans and that the Receiver would be engaging them on a temporary week-to-week basis
until further notice in substantially the same job and position as they were performing
previously as employees of the Respondent. The Recejver further advised that a letter of
employment would be provided to them once the Receiver had an opportunity to review

employment records and assess its business needs.

On May 5, 2009, the Receiver distributed letters to all non-union staff members detailing
the tertns of their employment by the Receiver. All of the non-unjon staff returned signed
acknowledgements reflecting that they understood and agreed to the terms of employment

by the Receiver.

Initially the Receiver engaged all non-union staff while BExtendicare, at the Receiver’s

-request, conducted a review of non-union staff and the business requirements relative o

occupancy levels and workioads for operation of the facility going forward. Based on
Extendicare’s review and recommiendations, on May 26, 2009, the Receiver terminated
six non-union staff, including Celia McDougall and three other McDougall family
members (the “McDougall Employees™). Each of the McDougall Employees was paid a
nominal termination paiyment, the amount of which was based on their position and salary -

at Craiglee, iny exchange for executing a full and final release.

The Receiver was advised that prior to its appointment, both Roy and Daris McDougall,

although not actively involved in the day-io-day operations of the facility, had been
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j receiving regular payments from Craiglee. Upon its appointment, the Receiver terminated
any further paymeﬁts to Roy and Doris McDougall.

33.  Prior to the Appointment Date, Craiglee had been utilizing temporary staff from varions
employment agencies due to a shortage of employees in various areas, -particularly
nursing. Through a concerted hiring effort earlier this year, the Receiver has hired in

: J ' excess of 42 full- and part-time employees thereby reducing Craiglee’s reliance on

| temporary staff. By increasing the number of permanent employees, Craiglee has been

, better able to develop consistent health care practices among its staff,

Human Rights Complaint

34, On May 14, 2010, the Receiver received & letter from the Fluman Rights Tribunal of

e

Ontario (the “Tribunal”) indicating that an Application (the “HR. Application”) under |
: { | the Homan Rights Code, R.S.0. 1990, ¢. H 10, as amended, had been ﬂ}ed on Jannary 10,
| ‘ 2010 by Elaine Budd, a bargaining unit employee, against Craiglee Nursing Home
Limited, Celia McDougall and Roy McDougall (collectively, the “HR Respondents™). A
copy of the FIR Application is attached hereto as Appendix ‘E”.

35.  Unbeknownst to the Receiver, the Tribunal had issued a Notice of Application (the
“Notice of 'Applicatior'n”) on March 17, 2010 which required a response from the HR
Respondents within 35 days. Having not received either the HR Application or the Notice

of Application, the Receiver did not respond to the Tribunal on behalf of Craiglee within
the 35 day period.

| 36.  On May 12, 2010, the Tribunal issued an Interim Decision which provided a further 10
days for the organizational respondent, that being Craiglee, to respond to the HR

AL

Application. A copy of the Tnterim Decision is attached hereto as Appendix “F”.

- 37.  The Receiver and Blaneys reviewed the Application and determined that it related to

events that occurred prior to the Appointment Date. Accordingly, on May 21, 2010,
Y Blaneys responded to the Tribunal on behalf of the Receiver indicating that it was the
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39.
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Recejver's position that the HR Application was stayed pursiiant to the Appointment
Order and that the Receiver was not prepared to consent to a continuation of the

Application as against Craiglee. A copy of the responding letter to the Tribunal is
attached hereto as Appendix “G”,

By letter dated July 12, 2010, the Tribunal- directed Ms. Budd and the HR Respondents
other than Craiglee to make submissions to the Tribunal by July 26, 2010 on “... the
impact of the Receivership Order on the Application including any response to the
position of the Receiver and any other submissions (inchuding whether tﬁe order has an -
tmpact oh the continuation of the Application against the individual respondents).” ‘The
Tribunal aiso directed the Recelver ;‘.o “... provide the Tribunal with information as to the
statug of the Order if changed from that outlined in your prewous correspondence of May
21, 2010 " The Receiver has advised its counsel to adwse the Tribinual that there has
been no change in the status of the Appointment Order. A copy of the July 12,2010 letter

-18 attached hereto as Appendix “H?”,

By letter dated July 19, 2010, Ms. Budd advised the Tribunal that she was w1thdrawmg
her complaint against Craiglee buf was continuing her cornplamt against Celia McDougall

and Roy McDougall. A copy of the July 19, 2010 letter is attached hereto as Appendix
‘GI’!O

RESIDENTS OF THE NURSING HOME

40.

Upon its appointment, the Receiver arranged to hold meetings with the residents and their
families to _i,ﬁform them of the receivership and answer questions they may have regarding
the recervership process and the Receiver’s intentions. The Receiver arranged for
Craiglee’s staff to telephone family members of each resident to inform them of the date
and time of Ehe meeting. The first meeting was held during the evening of April 30, 2009.
Representatives of the MOH and Extendicare also attended the meeting and addressed

questions and concerns raised.
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41.  OnJune9,2009, the Reiceiver held a second meeting with the residents and their families,
 the purpose of which was to advise them of the terrmnatlon of Celia McDougall the
previous Adnmmstrator, introduce the new Adrmmstrator and address questions and
CORCErnS. Representatwes of the MOH and Extendmara were also in attendance at the‘

second meeting,.

42.  Outside of these two meetings, the Receiver has also responded to other inquiries from
families of current residents and potential residents regarding the status of the home and

the Receiver’s mandate.

43, I May 2010, Craiglee participaj:ed:in a fundraising event organized by E‘x'tel':ldicaré on

behalf of their managed homes. Craig i:,1%36’5 portion of the funds raised totalle.d $20,000
whlch was' received on July 12, 2010, The Recelver is workmcr with Crawlce ]
Ad]mmstrator to detemune how the funds Wl]] be deployed for the beneﬁt of the :

residents.
MINISTRY OF HEALTH AND LONG-TERM CARE
Complianc;e Issues and Status

'4-4. - On Octobér 31,2008, pritir to the appointment of the Receivei', the MOH issued aletier to '
Craigles advising that it had placed Craiglee under enforceznent inspection and had
: suspended admissions due to “.. continuing and recﬁrring contraventions of the service
agreement, the Act and the regulations by the licensee.” A cﬁpy of the letter issued by the
MOH to Craiglee, and all gthei' correspondence from the MOH discuésed below, are

atached hereto as Appendix “J”.

45, " The sus'pension of admissions é'ontinued util 'AAprJ'_l 14, 2009; at which time the MOH

ssued a 1etter.(.1atcd'ApriI 9, 2009 advising that it was lifting the suspension effective
April 14, 2009 but was limiting admissions to two new residents per week while it

continued its enforcement inspections.
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48.

49,

50.

51.

52.

53,
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By letter dated May 1, 2009, the MO advised that it would continue to allow admissions
at the rate of two new residents per week for the following two week period and that

Craiglee would remain under enforcement inspection for a firther 90 days.

By letter dated May 15, 2009, the MOH advised that it would continue to allow

admissions at the rate of two residents per week for the following two week period.

By letter dated May 29, 2009, the MOH adﬂsed that the limit on admissions was being

increased to three residents per week for the following four week period.

By letter dated June 29, 2009, the MOH advised that it was again suspending admissions

at Craiglee for a 30 day period for reasons ag set out in that letter.

By letter dated July 28, 2009, the MOH advised that it was continuing to suspend -

admissions at Craiglee for a further 30 day period for reasons as set out in that Jetter. -

On August 12, 2009, the Receiver along with representatives of Bxtendicare met with
representatives of the MOH to discuss the statns of the enforcement monitoring of
Craiglee. While the MOH acknowledged the significant amount of effort and changes
that had been implemented at Craiglee to address areas of concern identified by the MOH,
the MOH advised that enforcement inspections and suspension of admissions would
confinue until they were satisfied that all areas of concern had been appropriately

addressed.

By letter dated August 28, 2009, the MOH advised that it was lifting the suspension on
admissions and it would be allowing admissions at rates as set out in that letter. The Jetter

also states that inspections of Craigles would continue.

By letter dated October 30, 2009, the MOH advised that it was discharging Craiglee from
enforcement inspection and monitoring, but that Craiglee would be subject to a period of

probation of not less than 90 riays in duration.
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54,

33,

26,

57.

58.

59,

60.
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By letter dated Jamuary 14, 2010, the MOH advised that it was placing Craigles back

under enforcement monitoring for reasons as set out in that letter.

By letter dated February 24, 2010, the MOH advised that effective February 14, 2010,

enforcement monitoring of Craiglee wonld continue for a further 90 days,

By letter dated March 22, 2010, the MOH advised that it was again suspending
admissions at Craiglee for a 30 day period commencing on that date for reasons as set out
in that letter, |

By letter dated April 20, 2010, the MOH advised that it was continuing suspension of
admissions at Craiglee for a further 30 day period. ' |

The Receiver held a number of discussions and meetings with Extendicare during the
period from January through April of this year in order to identify and address the causes
for the areas of non~compliancé that resulted in the suspension of admissions.
Extendicare was of the view that the failure to achieve and maintain the appropriate

standards of care was due to certain staff issues as well as the high use of agency nursing

personnel.  Accordingly, the Receiver authorized Extendicare to focus on hiting

permanent nursing staff to reduce the use of agency workers, improve Craiglee’s staffing
compliment and implement the appropriate training to address the areas of non-
compliance. As a result, from Januaty to May 2010, the Receiver hired 42 new nursing

staff and personal support workers.

By letter dated May 20, 2010, the MOH advised that it was lifting the suspension of
admissions at Craiglee and would allow admissions at the rates as set out in that letter. It

further advised that Craiglee would remain in Enforcement and further inspections of

" Craiglee would continue.

On Tune 9 and 10, 2010, the MOH conducted a further monitoring inspection of Craiglee

during which no new areas of non-compliance were identified by the MO
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62.

63.

64.

65.

60.
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Craiglee continues to admit new residents while further reviews by the MOH are

expected. Craiglee continues to operate under Enforcement.

. Financial Maters

Prior to the Appointment Date, Blaneys contacted the MOH to advisé of the Applicant’s
intention to seek the appointment of the Réceiver‘ The MOH advised that while it did not
bbject to the Applicant’s motion, the MOH wished to preserve its right to dispute the
terms of the Appointment Order that precluded set off of pre-filing amounts owed to the
MOH by Craiglee against post-filing funding to be provided by the MIOH to the Receiver.

At the hearing beld on the Appointment Date, the issue of fonding and right of set off was
adjourned until May 11, 2009.

Prior to the May 11; 2009 appointment, the Receiver and the MOH agreed to further
adjourn the hearing of the funding and set off issue unti] June 16, 2009 to give the parties
the opportunity to have further discussions. A copy of the Honourable Justice Campbell’s

‘Endorsement adjourning the hearing to June 16, 2009 is attached hereto as Appendix
’ WRDY ‘

On June 5, 2009, the Receiver, Blaneys, and representatives of the Applicant met with the

* MOH to discuss the status of the receivership and the set off issue. It was resolved that the

Receiver would provide abudget and certain other financial information in advance of a
furtber meeting with the MOH to be held later in the summer. The hearing of the funding

and set off issue was adjourned to a date to be determined.

By Jetter dated June 8, 2009, the MOI1 advised the Receiver that it had engaged Finuéci
Watters (“Finuccei”) to conduct a financial inspection of Craigles pursuant to the authority
provided by Section 24 of the Nursing Homes Act, The Receiver was advised that the
engagement of the accounting firm would allow the MOH to determine the _exten't of
Craiglee’s pre-receivership indebtedness to the MOH. A copy ofthe June 8, 2009 letter is
attached hereto as Appendix “L”.
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O August 18, 2009, the Receiver met a second time with the MOH to discuss the
operational status of Craiglee and to provide the financial information that was requested
at the June 5, 2009 meeting.

By letter dated (jctober 2, 2009, the MOH requested further operational and financial
Information from the Receiver. A copy of the MOH’s letter of October 2, 2009 and the
Receiver’s responding letter dated October 20, 2009, without appendices attached, is
attached hereto as Appendix “M”,

On November 26, 2009, in response to an inquiry from the MOH, the Receiver confirmed
to the MOH that the Applicant had not received any debt service payments since the
Appointment Date and that no payments were expected to be made until Craiglee returned

to full occupancy and its cash flow supported such paywments.

On November 30, 2009, the MOH provided the Receiver with copies of andited financial
staternents prepared by Finucci for 2007 and 2008 and notice to reader statements for the
period Janvary 1 to April 28, 2009. The statements indicate that Craiglee’s indebtedness
to the MOH totalled $3,182,343 as at December 31, 2008.

. The Receiver has not had any further discussions with the MOH regarding the funding

and sef off issue and the hearing of the funding and set off issue bas not yet been
rescheduled. The MOH continnes to fund Craiglee based on 100% occupancy, without -
set off relating to the pre-receivership period, but which will be subject to subsequent

clawbacks based on actual occupancy during the receivership period.

Licensing and Service Accountability

V2.

73,

In accordance with the Long-Term Care Homes Act, 2007 (the “LTC Act”™) which came
into force on July 1, 2010, the MOH issued replacement licences to Craiglee for 169 beds
on July 1, 2010, The expiration date of the licenses is July 21, 2024,

In conjunction with the coming into force of the LTC Act, and pursuant to subsection

- 20(1) of the Local Health System Integration Act, 2006 and Part JIT of the Commirment to
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the Future of Medicare Act, 2004, Craiglee is required to enter into a Service
Accountability Agreement (“SAA™) with the Central East Local Health Integration
Network (the “L.HIN"), which is the local health integration network responsible for the
planning, funding and integration of health care services in the area in which Craiglee is
based, Accordingly, the Receiver executed the SAA ou behalf of Craiglee effective as of
Tuly 1, 2010, :

ASSETS OF CRAIGLEE

74,

75.

76.

7.

According to Craiglee’s audited financial statements for the year ended December 31,
2008 as prepared by Finncei on behalf of the MOH, the assets of Craiglee consisted of

accounts' receivable from certain residents, food and supply inventofy, the land and

building comprising Craiglee including the equipment, furniture and fixtures located

therein and the land and building located at @ Vanbrugh. In addition, Craiglee is the

“beneficial owner of 169 nursing home bed licences.

To date, the Receiver has authorized approximately $151,000 of capital expenditures for -
the facility, of which $44,200 relate to building improvements, $93,900 for furniture and
fixtures and $12,900 for computer hardware and sofiware. The Receiver will continue to

make capital expenditures for the facility on an as needed basis.

After the Appointment Date, thg Receiver was advised that Michaell MecDougall was
residing at 9 Vanbrugh. Despite repeated requests, Michael McDougall would not
provide the Receiver with a copy of the lease evidencing the terms of his tenancy.
Accordingly, on September 21, 2009, Blaneys sent a Demand for Particulars of Tenancy
Agreement, a Notice to Tenants and a Notice of Rental Attornment to Michael

McDougall, copies of which are attached hereto as Appendix “N”,

By letter dated Septernber 30, 2009 addressed to Michael McDougall, Blaneys confirmed
a conversation with im of the previous day in which he advised that he already vacated
the premises and would remove any remaining property by October 15, 2009, A copy of
the September 30, 2009 letter is attached hereto as Appendix “0.
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:_i 78, OnOctober 16, 2009, the Receiver took possession of ¢ Vanbrugh and changed the locks.

The premises is currently vacant and will remain so while the receiver conducts its sale

| process (discussed below), o determine if a potential purchaser may wish to acquire 9
Vanbragh together with the nursing home assets.

OPERATIONAL RESULTS

* I | 79.  Atthe Appointment Date, the occupancy at Craiglee was approximately 131 reéidents or

; | 78%. Occupancy increased to 133 or 79% by June 28, 2009 at which point the MOH

! : again suspended admissions, By August 28, 2009, the date when Craiglee was reopened

to admissions, occupancy had decreased to 131. Through the Fall of 2009, occupancy

increased to as high as 149 or 88% until January 14, 2010, when admissions were again

] . suspcndéd, thereby resulting in a drop in occuﬁancy to 132 by April 30, 2010. The
' occupancy as at JTuly 15, 2010 is 132 residents.

- 80.  Attached hereto as Appendix “P” is an operating statement summary for Craiglee for the
| : period May 1, 2009 to Aprif 30, 2010 (the “Resuits Period”). Cr aiglee has generated
posmve pet operating moome (before consideration of interest, deprecmtmn and capital
" ' : expendlturgs) of $252,800 over the Results Period which is $462,145 below budgeted

!j : operating income (before consideration of interest, depreciation and capital expenditures),

y 81. The negative variance over the Results Period is essentially due to the following:

} i) Significantly lower occupancy levels than budgetéd due the suspension of
admissions for the petiod June 29, 2009 to Angust 28, 2009, and again during the
_f . : period of March 22 to May 20, 2010,

) Nom-operating costs of $116,000 that were not incloded in the budget that relate to

L.

termination payments for certain employees, appraisal costs, payments made

~ pursuant to the Union Agreement and other miscellaneous costs;
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jif)  Repairs and maintetiance costs that were $89,800 over budget due certain
unforeseen costs to repair certain boilers and plumbing and certain flooring among

other miscellaneous repairs; avd

iv)  An approximately $44,000 lower receipt than anticipated in the April 2010
funding payment from the MOH. In April 2010, the MOH adjusted the Case Mix
Index (“CMI”) down from 100,00 to 89.22 resulting in Jower funding for
Craigles. The CMI reflects the complexity of care that the residents of a nursing
home require — the higher the CMI, the higher the level of care that is required
resulting in 2 higher level of funding in order to deliver that care. Despite
numerous inquiries of the MOH, the MOH has not yet provided an explanation for
‘the downward adjustment to the CML  The CMI édjustrneﬂt continued in May
and June 2010 and the Receiver and Extendicare continue to pursue the MOH as
to the reason for the CMI adjustment. |

82,  Inlight of the suspension of admissions for the period June 29, 2009 io August 28, 2009
and again during the period of March 22 to May 20, 2010, it is now anticipated that
Craiglee will not approach full occupancy until late 2010 or early 2011.

INTERIM STATEMENT OF RECEIPTS AND DISBURSEMENTS

83.  Attached hereto as z}ppendix “()” is the Receiv.er’s Interim Stafements of Receipts and
Disbursements for the period April 28, 2009 to Tuly 15, 2010 (the “Interim R&D™). The
Interim R&DD balance of $1,463,552 reflects transactions through the Receiver's accounts -
and does not reflect the receipts and disbursements of the operating and payroll accounts
managed by Extendicare, which ate maintained on an accrual basis and are reflected in the

~aforementioned operating statement summary.

84, Since the MOH has funded the Receiver bsed on 100% ocoupancy while actual
occupancy hes averaged approximately 80%, a portion of the MOH funding will be
required o be repaid to the MO, As of December 31, 2009, the estimated amount of
funds to be reimbursed to the MOH is $1,106,446. Typically, the MOH recovers the over
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payment by deducting, or clawing back, an amount from futnre funding vntil the over
payment has been fully recouped. As of the dafe of this report, the MOH has not yet
commenced deductin g any amounts from current funding in respect of over payments to
the Receiver. Accordingly, while the Receiver is currently maintaining a relatively large

balance of cash on hand, it is mindful that those fonds will be required to fund operations

once the MOH commences its clawback of current funding to adjust for overfunding of

Craiglee during the receivership period.

MARKETING AND SALE PROCESS

83,

86.

81

The Receiver is of the view that it is now appropriate to commence a marketing and sale

process for the assets and property of Craigiee given that:

‘s The Receiver has been in possession for just over one year in which time, with
Extendicare’s assistance, the business has been stabilized and is ronning relatively

efﬁciently;

» A new management team, including the Administrator and Director of Resident

Care, is now in place and is implementing positive changes; and

» TheLong-Term Care Act 2007 has now been inyplemented which appears to have
brought clarity to dicensing issues that have impacted the market for nursing

homes over the past few years.

To that end, commencing in March 2010, the Receiver solicited two listing proposals
from rea} estate brokers with experierce in the area of seniors” housing. Based on the
proposals received, the Receiver has selected John A. Jensen Realty Inc. (“Jensen™) to

market Craiglee for sale.

Jensen has significant experience on both the buy and sell side of seniors’ housing
facilities. Jensen advises that it has closed approximately 118 transactions in the senjors’

housing sector with an aggregate value in excess of $730,000,000.
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Jensen’s marketing program involves the foliowing:

+ Distributing a general listing announcement to all relevant contacts registered in

its proprietary database of approximately 1,200 contacets;
¢ Placing a listing on its brokerage website;
e Ingerting a listing on Loop-Net, an online commercial real estate listing service;
» Placing four display advertisements in the Globe & Mail newspaper;

s Providing interested parties with a confidentiality agreement to be executed prior

to receiving further information on the property;

+ Providing secure access to an on-line data room to all potential purchasers who

execute a confidentiality agreément;
+ Conducting site fours as requested by potential purchasers; and

» Cooperating with other licensed real estate brokerages that have entered into a

buyer representation agreement with their client(s).

Jensen proposes to conduct the sale of Craiglee under a “sunrise date” method for dealing

with offers. Under the suntise date method, a date is set prior to which no offers will be
considered. According to Jensen, this method instills nrgency in potential buyers while
still providing them with adequate time, before having to submit an offer, to consider the
merits of the investment opportunity. The suatise date method also provides the seller

with flexibility in dealing with offers after the sunrise date has passed.

Jensen proposes to set a sunrise date that is six weeks from the date of Court approval of
the marketing and sele program. As plart of the marketing programi, Jensen and the
Receiver reserve the right to adjust the sunrise date prior to the launch of the miarketing
program due to any unforeseen factors that may impact the appropriateness of the sunrise

date. Similarly, Jensen and the Receiver also reserve the right to adjust the sunrise date
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during the marketing program should the Receiver determine it would be prudent for the

success of the marketing program.

Fensen recommends that Craiglee be offered for sale without a ﬁLIblished asking price.
According to Jensen, by eliminating the asking price from the marketing material, it
lessens the risk that a potential purchaser who would otherwise be willing to pay more
than the asking price from offering less simply because the asking price optically creates a
ceiling for offers. Jensen further advises that this methodology is a widely accepted and
expected strategy for the sale of seniors housing including facilities being sold in
receivership and the lgck of an asking price also works well with the sunrise date

xﬁethodol-o gy.

- To the extent that an acceptable proposal or letter of intent is received from a potential

. burchaser after the sunrise date, the Receiver, in consultation with the Applicant and

Canada Mortgage and Housing Corporation (“CMEC"), who has insured the Applicant’s
mortpage to Craiglee, would enter into an agreement of purchase and sale with the

proposed purchaser, which agreement would be subject to court approval.

The Receiver recommends proceeding with Jensen’s proposed marketing and sale

program as detailed above and seeks this Honourable Court’s approval of same.

Deloitte is also the receiver and meanager of two other seniors’ facilities in Ontario which
are also listed for sale with Jensen. The Receiver is of the view that there would be no

conflict with Jensen acting as listing agent for this property.

Both the Applicant and CMIC have advised the Receiver that they approve of the
Receiver engaging Jensen to market the properties for sale and of the above noted

marketing and sale program.

In order to assist the Receiver in assessing any offers received for the assets of Craiglee,
the Receiver engaged Altus Group Limited (“Altus”) and Carmichael Wilson Property

Consultants Ltd. (“CWPC"), two valuation firms which specialize in seniors housing and
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health care real estate valuation, to prepare appraisals of Craiglee. Those appraisals were
completed in February and March 2010 and copies of those appraisals were provided to
~ the Applicant and CMFHC.

97.  Should this Honourable Court approve the proposed marketing and sale program, the
Receiver proposes to enter into a six month listing agreement with Jensen on terms,
including commission rafes, that ate reasonable and within market norms. The Receiver
will seek approval from the Applicant and CMHC of the proposed listing agreements.
The Receiver also proposes to extend the listing agreement for further six month periods

to the extent it believes it prudent to do so and subject to the approval of the Applicant
and CMHC. |

STATEMENTS OF ACCOUNT OF THE RECEIVER AND ITS COUNSEL

98.  The Receiver’s fees for services rendered for the period April 13, 2009 to May 31,2010
are particularized in the Affidavit of Hartley M. Bricks sworn July 30, 2010 and the
invoices attached as exhibits thereto. The total amount of the invoices for thls per-iod is

- $370,487.27 including GST. |

99.  The fees and disbursements of Blaneys, counsel for the Applicaﬁt, in respect of work
performed for the Receiver, for the period Febroary 26, 2009 to June 29, 2010 are
particularized in the Affidavit of Chad Kopach of Blaneys and the invoices attached és
exhibits thereto. The total amount of the invoices for this period is $102,158.69 including
GST.

100. The fees and disbursements of Gowlings, the Receiver's independent counsel, for the

period April 15, 2009 to June 30, 2010 are partioulaized in the Affidavit of Clifion

- Prophet sworn July 13, 2010 and the invoices attached as exhibits thereto. The total
amount of the invoices for this period is $25,575.70 1nclud1ng GST.

101.  The Receiver has reviewed the invoices of Blaneys and Gowlings and finds the work

performed and charges to be appropriate and reasonable.
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102.  The Receiver has sought and received the approval of the Applicant prior to taking
interim draws against the fees of the Receiver and Blaneys. As of the date of the Interim

R&D, the Receiver had not yet provided a draw to Blaneys against its June 30, 2010

invoice.

103.  The Receiver is herein seeking the Court’s approval of its activities up to the date of this
report and its fees as'set out above. The Receiver is also seeking the Couit’s approval for

the fees of Blaneys and Gowlings as discussed above.
RECEIVER’S REQUEST TO THE COURT
104. The Receiver is respectively seeking an order:

' approving the actions and activities of the Receiver to the date of this chort

including its pre-receivership activities;

ii) approving the engagement of Jensen by the Receiver for the marketing and sale of
Craiglee including approving the proposed marketing and sale program as

deseribed bersin; and

iil)  approvingthe fees for services rendered of the Receiver for the period from April
13, 2010 to May 31, 2010, the fees and disbursements of Blaneys for the period 7
from February 26, 2009 to June 29, 2010 and the fees and disbursements of
Gowlings for the period April 15, 2009 to June 30, 2010.
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All of which is respectfully submitted to this Honourable Court.
DATED this 30th day of July, 2010.

DELOITTE & TOUCHE INC.

Interim Receiver and Receiver and Manager of
the assets, undertakings and properties of
Craiglee Nuarsing Home Limited

T Dpite FE B T

DamelR Weisz, CA*CIRP CIRP  Hartley Bricks, MBA, CA*CIRP, CIRP
Senjot Vice President . Vice President

¢0007Y
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Court File No. CV- 09-8156-00CL
ONTARIO

SUPERIOR COURT OF JUSTICE
[COMMERCIAL LIST]

WEDNESDAY, THE 15T DAY

e

JUSTICE NEWBOULD

OF SEPTEMBER, 2010

BETWEEN:

DESJARDINS FINANCIAL SECURITY LIFE
ASSURANCE COMPANY

Applicant

-and -

CRAIGLEE NURSING HOME LIMITED

Respondent

ORDER

THIS MOTION made by Deloitte & Touche Inc., Interim Receiver and Receiver and
Manager over all of the current and future assets, undertakings and properties of the Respondent
(in that capacity, the “Receiver”) for an order approving the engagement of John A. Jensen
Realty Inc. by the Receiver for the marketing and sale of Craiglee Nursing Home and the other
lands and premises. set out in Schedule “A” attached hereto (collectively “Craiglee™), approving
the proposed marketing and sale process for Craiglee as set out in the First Report of the
Receiver dated July 30, 2010 (the “First Report”), confirming and approving the actions and
activities of the Receiver to the date of First Report, including its pre-Receivership activities; and

approving the fees for services rendered by the Receiver for the period from April 13, 2009 to
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May 31, 2010, the fees and disbursements of Blaney, McMurtry LLP (“Blaneys™) for the period
from February 26, 2009 to June 30, 2010 and the fees and disbursements of Gowling Lafleur
Henderson LLP (“Gowlings”) for the period from April 15, 2009 to June 30, 2010, was heard

this day at Toronto.

ON READING the First Report, the affidavit of Hartley Bricks sworn July 30, 2010, the
affidavit of Chad Kopach sworn August 11, 2010 and the affidavit of Clifton Prophet sworn July
13, 2010, and upon hearing the submissions of counsel for the Applicant, no one appearing for

the Respondent, the Ministry of Health & Long Term Care appearing but not opposing,

1. THIS COURT ORDERS that the time for service of the Receiver’s Notice of Motion

returnable September 1, 2010, and related motion record be and is hereby abridged.

2. THIS COURT ORDERS that the fees and disbursements of the Receiver from April 13,
2009 to May 31, 2010, of Gowlings from April 15, 2009 to June 30, 2010 and of Blaneys from

February 26, 2009 to June 30, 2010 , be and are hereby approved.

3. THIS COURT ORDERS that the actions of the Receiver and ifs counsel as described in

the Receiver’s First Report be and are hereby confirmed and approved.

4. THIS COURT ORDERS that the engagement of John A. Jensen Realty Inc. by the
Receiver for the marketing and sale of Craiglee Nursing Home and the other lands and premises
set out in Schedule “A” attached hereto, as well as the proposed marketing and sale process for

Craiglee as set out in the First Report, be and are hereby approved.
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5. THIS COURT ORDERS that the fees and disbursements of the Receiver and Applicant

related to this motion are payable on a full indemnity basis.

ENTERED AT / INSCRIT A TORONTO

ON / BOOK NO:
LE / DANS LE REGISTRE NQ.:

SEP 15 2000

PER/ PAR: w
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SCHEDULE “A”
LEGAL DESCRIPTIONS OF PROPERTY

In respect of those land and premises municipally known as 94, 96 & 102 Craiglee Drive,
Toronte, Ontario and 10 Sharpe Street, Toronto, Ontario

Consolidation of various properties being Lots 508, 509, 510, 513, 514, 523 & 524

on Plan M-388; Part of Lot 526 on Plan M-388, designated as Part 2 on Plan 66R-20226,
Part of Lot 525 on Plan M-388, designated as Part 4 on Plan 66R-20226;

Part of Lot 512, being the westerly 7 feet 10 inches in Plan M-388;

Lot 511 (except Part 1 on Plan 66R-11153), Part of Lot 512,

lying to the east of the northerly 7 feet 10 inches on Plan M-388,

City of Toronto (formerly City of Scarborough),

Land Titles Division of the Toronto Registry Office (No. 66),

being alf of PIN 06432-0413(L.T).

In respect of those land and premises municipally known as
9 Vanbrugh Avenue, Toronto, Ontario

Consolidation of Various Properties:

Firstly: Part of Lot 526, Plan M-388,

designated as Part 1, Plan 66R-20226;

Secondly: Part of Lot 525, Plan M-388,

designated as Part 3, Plan 66R-20226;

City of Toronto (formerly City of Scarborough),

Land Titles Division of the Toronto Registry Office (No. 66),
being all of PIN 06432-0409(LT),
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Court File No. CV-09-8156-00-C1,

ONTARIO
‘ SUPERIOR COURT OF JUSTICE
----- - [COMMERCIAL LIST]
BETWEEN:
DESJARDINS FINANCIAL SECURITY LIFE
ASSURANCE COMPANY
Applicant
_ and -
CRAIGLEE NURSING HOME LIMITED
Respondent
SECOND REPORT TO THE COURT OF THE RECEIVER
(dated November 2, 2011)
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INTRODUCTION

1. Pursuant to an Order of the Honourable Justice Campbell of the Ontario Superior Court of
Justice (Commercial List) (the “Court”) dated April 28, 2009 (the “Appointment
Order™), Deloitté & Touche Inc. (“Deloitte”) was appointed as Interim Receiver and
Receiver and Manager (the “Receiver”) of all of the current and future assets,
undertakings and properties of Craiglee Nursing Home Limited (“Craiglee”). A copy of
the Appointment Order is attached hereto as Appendix “A”.

2. /At the application for the appointment of the Receiver, counsel to Craiglee, Aylesworth
LLP, raised certain objections. The Endorsernent issued by the Honourable Justice
Carapbell on April 28, 2009 provided, among other things, that Craiglee and its principals

. Roy McDougall and his spouss Doris McDougall (collectively the “MecDougalls”) reserve

their right to chaﬁenge the receivership continuing beyond May 11, 2009. Neither
Craiglee nor the McDougalls brought an application o challenge the continnation of the
receivership. A copy of the Endorsernent of April 28,2009 js attached as Appendix “B” to
the Receiver's First Report to the Court dated July 30, 2010 (the “First Report™).

3. Craiglee’s assets comprise primarily Craiglee Nursing Horae, a 169-bed nursing home
located at 102 Craiglee Avenue, Toronto, Ontario (the “Home”"). Craiglec is also the
registered owner of the property located at 9 Vanbru gh Ave., Toronto (9 Vanbrugh™), a

single family two storey residence which is located adjacent to the Home.

4, On September 1, 2010, the Honourable Justice Newbould granted an Order approving,
among other things (3) the Receiver's activitics from the date of the Appointment Order
(the “Appointment Date”) to July 13, 2010, including its pre-receivership activities; (ii)
the fees and disbursements of the Receiver and those of its counsel; and (iii) the
Receiver’s engagement of John A. Jensen Realty Inc. (“Jensen™) as Its real estate broker
to market Craiglee for sale and for Jensen to commence a marketing and sale process for

Craiglee (the “Sale Process Order”), In support of the motioq thar resulted in the Sale
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Process Order, the Receiver submitted its First Report. A copy of the First Report,

without appendices, is attached hereto as Appendix “B”. A copy of the Sale Process
Order is attached hereto as Appendix “C”.

5. The purpose of this Second Report of the Receiver (the “Second Report”) is to:
i) update the Court on the operations of Cra glee;

ii) provide the Court with results of the. Réceiver’s marketing and sale process and
tequest the Couct issue an order approving an Agreement of Purchase and Sale
dated April 1,2011, as amended (the “APS™), as between the Receiver and SAC 4
Inc. (“SAC 47 or the “Parchaser”) and, to the extent the conditions of the APS
are satisfied, vesting in the Purchaser all the right, title and interest in the Assets
N {as defined in the APS) free and clear of all liens, security interests and other

encumbrances, save and except for the permitted encumbrances referred to in the
APS; anid

1i) request the Court’s approval of the Receiver’s Interim Statement of Receipts and

Disbursement, its fees and activities to November 2, 2011, and the fees of its

counsel.

6. Capitalized terms not defined in this Report are as defined in the Appointment Order. All

references to dollars are in Canadian currency unless otherwise noted.

TERMS OF REFERENCE

- 7. In preparing the Second Report, the Receiver has relied upon records of Craiglee and
unaudited financial information and other information prepared and/or provided by
Craiglee, or Extendicare (Canada) Inc. (“Extendicare”), the manager of the nursing

home. The Receiver has not performed an audit or other verification of such information.
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g The Receiver has sought the advice of Blaney McMurtry LLP (“Blaneys™), counsel to the
Applicant, for general legal matters that have arisen in respect of the receivership. Where

the Receiver has required independent legal advice, the Receiver has sought the counse}
of Gowling Lafleur-Henderson LLP (“Gowlings™).

OCCUPANCY

9. At the Appointment Date, occupancy at the Home was approximately 131 residents or

78%. Occupancy increased to 133 or 79% by June 28, 2009 at which point the MOH
suspended admissions due to compliance issues that it had 1deut1ﬁed (discussed in the
First Report). By August 28, 2009, the date when the Home was reopened to admissions,
occupancy had decreased to 131, Through the fall of 2009, occupancy increased to ag
highas 149 or 88% until T anuary 14, 2010, when admissions were again suspended by the
MOH due to compliance i Issues, thereby resulting in a drop in occupancy to 132 by April
30, 2010. The suspension on admissions was lifted on May 20, 2010 and from that date,
occupancy has steadily increased. In early July 2011, the Home achieved 100%

occupancy, and occupaney has continued to fluctuate between 97% and 100% since that
e,

EMPLOYEES

Bargaining Unir Employees

10.  As discussed in the First Report, the Receiver and the Service Employees International
Union, Local L.on (“SEIT™) entered into an Agreement (the “Union Agreement”) dated
April 24, 2009 whereby the Receiver agreed to adopt certain Workplace Practices (as
defined in the Union Agreement) subject to certain qualifications and limitations.

11.

In addition to implementing any wage rate increases as provided for in the Union

Agreeruent, paragraph 4 of the Union Agreement provides that:
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13.

“The Receiver shall also implement any proportional wage rate increases,
by job claésiﬁcation, contained in any future MOS on the closest pay date at
Cralglee on or after the date of an ¥ MOS which provides for wage increases
but in any event no earlier than July 31,2010. For clarity, it is agreed that
the Receiver s not bound by any MOS and is not agreeing to implement
any terms or conditions of the MOS, other than the pmporuonal wage rate

increases as set cut in the MOS.”

MOS is defined in the Unioa Agreement as:

“A Memorandum of Settlement concerning the Wages or other terms and

- conditions of employment betwaen the SEIU and the Participating Nursing
Homes and any successor memorandum of settlements between the SEIU
and the Participating Nursing’ Homes.”

The Participating Nursing Homes arc comprised of approximately 100 nursing homes
located throughout Ontario all of which have entered into collective agreements with the
Union. On September 15, 2010, an arbitration award was made concerning Participating
Nursing Homes and SEIU for a wage increase of 2% for the cne year pertod ending
September 15, 2011 (the “Arbitration Award”). As the proposed wage increase was not
contained in an MOS, according to the provisions of the Union Agreement, the Receiver

was not obligated to implement the wage increases from the Arbitration Award.

In 2010, after Bxtendicare had completed its review of the Home, it determined that the
Home would operate more efficiently if the master schedule was modified to have 8-hour
shifts rather than the mix that then existed of 8-hour and 12-hour shifts. Pxtendicare
advised that 8-hour shifts are standard in all of the other long-terin care homes that it
manages, none of which operate with 12-hour shiffs. Accordingly, the Receiver

authorized Extendicare to proceed 1o modify the master schedule to remove 12-hour shifts

subject to any limitations that may exist under the terms of the Union Agreement.

CGoosy
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Extendicare advised the Receiver that while the bargaining unit members initially were
receptive to the changes to the master schedule, around the planned time for

implementation of the revised master schedule, certain bargaining unit members began to
protest the revised schedule.

In order to obtain the bargaining unit members’ acceptance of the revised master schedule,
the Receiver advised the SEIU that it would agree to implemnent the Arbitration Award
should the bargaining unit members accept the revised master schedule. The Receiver
adopted this position as Extendicare had advised that the cost savings from movin gto
exclusively 8-hour shifts would offset the impact of the wage increases while also
allowing for a more efficient schedule to manage. The bargaining unit members and
SEIU accepted the Receiver’s offer and the wage increase provided in the Arbitration

Awatd was implemented in June 2011,

Extepdicare advises that onl ¥y one grievatice currently remains unresolved relating (o the

dismissal of a bargaining unit member. That grievance is schedule for arbitration in
March 2012.

Human Rights Complaints

17.

18.

As reported in the First Report, on May 14, 2010, the Receiver received a letter from the
Human Rights Tribunal of Ontario {the “Tribunal”) indicating that an Application {the
“HR Application”) under the Human Rights Code, R.S.0. 1990, ¢. B 10, as amended {the
“HR Code™), had been filed on January 10, 2010 by Elaine Budd, a bargaining unit
employee and union steward, against Craiglee Nursing Home Limited, Celia McDougall

and Roy McDougall (collectively, the “AIR Respondents™).

Unbeknownst to the Receiver, the Tribunal had issued a Notice of Application (the
“Natice of Api)lication”) on March 17, 2010 which required a response from the FIR
Respondents within 35 days. Having not received either the FIR Application or the Notice
of Application, the Receiver did not respond to the Tribunal on behaif of Craiglee within
the 35 day period.
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On May 12, 2010, the Tribunal issued an Interim Decision which provided a further 10
days for the organizational respondent, that being Craiglee, to respond to the HR
Application.

The Receiver and Blaneys reviewed thé HR Application and determined that it related to
events that occurred prior to the Appointment Date, Accordingly, on May 21, 2010,
Blaneys responded to the Tribunal on behalf of the Regeiver indicating that it was the
Receiver’s position that the FIR Application as against Craiglee was stayed pursuant to the
Appointment Order and that the Receiver was not prepared to consent to a continuation of

the HR Applicatic}n as against Craiglee.

By letter dated July 12, 2010, the Tribuna! directed Ms. Budd and the IR Respondents
other than Craiglee to make submissions o the Tribunal by Fuly 26, 2010 on “.. the
impact of the Receivership Order on the Application includieg any response to the
position of the Receiver and any other submissions (including whether the order has an
umpact on the continuation of the Application against the individual respondents).” The
Tribunal also directed the Receiver to “... provide the Tribunal with information as o the
status of the Ordel.f if changed from that outlined in your previous correspondence of May
21,2010.” The Receiver’s counsel advised the Tribunal that thets had been no change in

the status of the Appointment Order,

By letter dated Tuly 19, 2010, Ms. Budd advised the Tribunal that she was withdrawing
her complaint against Craiglee but was continuing her complaint againit Celia McDougall

and Roy McDougall (the “Individual Respondents™),

Ou August 17,2010, the Individoal Respondents filed a response with the Fribunal which
indicated that it was filed on behalf of themselves and Craiglee and they requested a

deferral and/or stay of the Application on the basis that Craiglee is in receivership.

Omn September 2.8, 2010, Blaneys, on belalf of the Receiver, advised the Tribunal that the

Individual Responﬂents no longer have any anthority to represent Craigles.
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On February 4, 201 1, the Tribunal released an Interim Dlecision which accepted that the

Receiver acts for Craiglee and that the HR, Application against Craiglee was stayed as a -

result of the Appointment Order, subject to a party seeking leave of the Court. The
Tribunal also requested further submissions from the parties as to whether or not the HR

Application against the Individual Respondents should be stayed.

On February 28, 2011, Blaneys, on behalf of the Receiver, advised the Tribunal that the
Receiver took no position in respect of a possible stay of proceedings against the
Individual Respondents. Also, onF ebruary 28, 2011, the Individual Respondents advised
the Tribunal that it was their position that the stay of proceedings should be in effect as
against them as they were acting as agents for Craiglee when the alleged incident

concerning the HR Application oceurred,

On April 6, 2011, the Tribunal released a Case Assessment Direction which advised that
the Tribunal had received submissions from the Receiver and the Individual Respondents
but had not heard from Ms. Budd. The Tribunal directed M. Budd to file subrissions by

April 18, 2011 otherwise the Tribunal would consider the matters based on the materials
filed.

By letter dated April 11,2011, Ms. Budd advised the Trib unal that it was her position that
the Individual Respondents were acting on their own accord and were personalty liable for
breaches of the HR Code. I is the Receiver’s understanding that the HR Application

continues against the Individual Respondents and remains unresolved.

On May 9, 2011, Ms. Budd filed a second Hurman Rights Application (the “Second HR
Application”) with the Tribunaj naming Extendicare, Angie Heinz (Craiglee’s
Administrator), Sharon Giloour and Paul Tutile (both Extendicare etmployess) as
respondents (the “Second HR Respondents™). Tn the Second HR Application, Ms. Budd

alleged discrirination and refusal to provide modified work and modified hours.
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On March 22,2011, a Return to Work Specialist (“RTWS”) from the WSIB assessed Ms.
Budd’s work arrangements at Craiglee and found that Ms. Budd was being accommodated

for reduced hours and duties as per ber family doctor’s recommendations.

0;1 June 2, 2011, Ms. Budd filed a Form 10 with the Tribunal requesting to add “Craiglee

Nursing Home ¢/o Deloitte & Touche” as respondents to the Second HR Application.

On June 13, 2011, Blaneys, acting on behalf of the Second HR. Respondents and on the
Receiver’s direction, filed & Response to the Second HR Application in which a request
was made to dismiss the Second HR Application on the grounds that: i) the Appointment
Order created a stay of proceedings and leave of the Court had not been, séught or granted
to lift. the stay of proceedings to brijlg't'he Second HR Application; and ii) the RTWS had
determined that Ms. Budd had been accommodated and provided with the modified work

and modified honss which were the basis for her application.

By way of letter dated August 8, 2011, the Tribunal indicated that the Secord HR
Application as against Sharon Gilmour and Angie Heinz appeared to be outside the
Tribunal’s jurisdiction as Ms. Budd’s application and narrative failed o set out any
specific acts of discrimination within the meaning of the HR Clode allegedly committed by
those individuals, Accordingly, the Tribunal directed Ms. Budd to provide written
submissions by August 23, 2011 explaining how those named irdividuals ate alleged to
have breached the HR Code. Additionally, the Tribunal directed Ms. Budd to provide
writlen submissions to the Tribunal by August 23, 2011 explaining why Craiglee should
be added as a party to the Second HR Application and explaining the effect of the
Appointment Order on the Second HR Respondents, Extendicars and the proposed

respondent Craigles,

On or about August 22, 2011, Ms. Budd provided submissions to the Tribunal. On
September [, 2011, Blaneys, on behalf of the Receiver and the Second HR Respondents,

responded to Ms. Budd’s submissions.
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On or about September 12, 2011, Ms. Budd, through the SEIJ, proposed a settleent of
the Secand HR Application. On Octaber 14, 2011, the paities executed a settlement and
full and final release with reé,pect to the Second HR Application the terms of which are
confidential pursuant to the fuil and final release.

On November 2, 201 1, the Tribunal released an Interim Decision which confirmed and
ordered that the HR Application is withdrawn against Craiglee and continues only against

the Individual Respondents.

Occupational Health und Safety Act and Human Rights Complaint

- a7,

38.

39.

40.

On. or about Octqb'er 12, 2010, the Receiver received notice from the Qutaric Labour
Relations Board (“OLRB”) of an applicaiion under Section 50 (“First OHSA
Application™) of Athﬂ Occupational Health and Safety Act (“OYISA™). The application
was made by Mariznne Amcdeo, a former Craiglee employse. The First QHSA
Application named Angie Heinz, Paul Tuttle, Margaret Lazure (an Extendicare mapager)
and Hartley Bricks (of the Receiver) as the Responding Party (the “OHSA
Respondents™),

Ms. Amodeo was hired by the Receiver on or about October 27, 7009 as a part-time
Social Worker fm:" Craiglee. Ms. Amodeo was terminated on or about June 29, 2010 for
performance related issues. In the First OHSA Application, Ms. Amodeo alleged
violations of harassment under Sections 32 and 50(1} of the OHSA as well a3 a violation

under Part VIL Section 17(1) of the Employment Standards Act, 2000.

On October 23, 2010, Blaneys, on behalf of the OHSA Respondents and on the Receiver’s
direction, subrmitted a Response to the OLRB denying the allegations in the First OHSA
Application.

On November 12, 2010, the parties attended a pre-hearing at the OLREB which was
intended to atterapt to effect a settlement of the First OHSA Application. No settlernent

was reached.
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On or about Noveﬁnbcrﬂ, 2010, Ms. Amodeo filed a further application under Section 50
of the OHSA (the “Second OHSA Application”, and together with the First OHSA
Application, the “Modsc OHSA Applications”) naming Rodri go Cartagena, a former
Adminisreator at-Crajglee, and Chantal LaFreniere, former acting Director of Care at
Craiglee, as RcSpbndents. The Second OHSA Application alleges harassment under
Sections S0(1) and 50.1 of the OHSA in the context of the same allegations of facts. On
December 3, 2010, Blaneys, on behalf of Mr. Cartagena and Ms. LaFreniere and on the
Receiver's directfon, submitted a Response o the OLRB denying the allegations
contained in the Second OHSA Application.

On December 18, 2010, Ms. Amodeo filed an Application (the “Awmodeo HR

Application”) under the HR Code naming Mr. Cartagena, Ms. LaFrienere and Gary
Loder, a managaf at Extendicare, ag Respondents (collectively, the “Amodeo HR
Respondents™). The Amodeo HR Application alleged discrimination on the grounds of
association with a person with a disability in connection with a Craiglee resident and

discrimination due to reprisal or threat of reprisal,

On January 21, 2011, the Tribunal issued a Notice of Intent to Defer the Amodeo HR
Application pending resolution of the Amodeo OHSA Applications. On February 18,
2011, Blancys, on Behalf of the Amodeo HR Respondents and on the Receiver's direction,
made submissions to the Tribunal as to why the Amodeo HR Application should be

defeired,

By way of Interim Decision dated March 21, 2011, the Tribunal decided that the Amodeo
HR Application would be deferred pending completion of the Amodeo OHSA
Applications to avoid a multiplicity of proceedings based upon essentially the same set of

facts and allegations.

On May 9, 2011, the OLRB issued a decision adjouming the First OFISA Application for
a period of up i one (1) year and confirmed that Ms. Amodeo would require the

Receiver’s permission or leave of the Court in order to proceed with the First OHSA
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Application. OnMay 11,2011, Ms. Amodeo advised that she would be seeking leave of
the Court to proceed with both the Amodeo OHSA Applications and the Amodeo HR
Application. On fune 8, 2011, Blaneys, on behalf of the Receiver, advised Ms. Amodeo
that the Receiver would not be providing its consent to Ms. Amodeo’s application to
proceed as it was the Receiver’s position that Ms. Amodeo’s claims were the result of
managerial discipline arising out of the course of her employment at Craiglee and do not

constitute claims within the jurisdiction of the OLRB or the Tribunal.

46.  The Amodeo OHSA Applications and the Amodeo HR Applications remain in abeyance
pending an application to the Court to set a timetable for the motion for Jeave to continue.

While Ms. Armodeo has now retained counsel, no date for the motion has been set.

MINISTRY OF HEALTH AND LONG-TERM CARE

Compliance Matters

47, As set out above, the MOHLTC had intermittently throughout 2009 and 2010 ceased
allowing admissions due to its concerns with the standards of care being provided at the
Home. Extendicare was of the view that the failure to achieve and maintain the
appropriate standards of care was due to certain staff issues as well as the high use of
agency nursing personnel. The Receiver authorized Extendicare to focus on hiring

- permanent nursing staff to reduce the use of agency workers, improve Craiglee’s staffing
complement and implement the appropriate training to address the areas of non-
compliance. As a result, from January to May 2010, the Receiver hired 42 new nuIsing
staff and personal support workers. The Iast cease admissions directive was lifted by the
MOHLTC on May 20, 2010 and since that time, the Home has not received any notices of
non-compliance in regards to the LTCHA and its Regulations and MOHLTC policies.

48.  Commencing on August 29, 2011 and continuin g intermittently through October 3, 2011,
the MOHLTC conducted its annual Resident Quality Inspection of Craiglee. As aresult

of its inspection, on October 20, 2011, the MOHLTC issned twelve wrilten notices and
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requested that four plans of correction action be prepared to address certain of the matters
identified. Craiglee is in the process of preparing the plans of correction action as

requested by the MOHLTC. A copy of the Resident Quality Inspection Report is attached
hereto as Appendix “D’.

Financial Matters

49. As set out in the First Report, prior to the Appointment Date, Blaneys contacted the
Altomey General for Ontario (the “AG"), counsel to the MOHLTC, to advise of the
Applicant’s intention to seek the appointment of the Receiver. The AG advised that while
it did not Ob_]ect to the Applicant’s motion, the MOHLTC wishked to preserve its right to

dls]pute the tera:ns of the Appomtment Order that precluded set off of pre-filing amounts

! . owed to the MOHLTC by Craiglee against post-filing furiding to be provided by the
! MOHLTC to the Receiver,

50.  Atthe hearing held on the Appointment Date, the issue of funding and right of set off was
adjourned nntil May 11, 2009.

SI. Afterthe Appointment Date, the Receiver, Blaneys, and representatives of the Applicant
met with the AG and the MOHLTC on two occasions to discuss the status of the
receivership and the set off issue. At Both meetings, and subsequent to those meetings,
upon receipt of requests from the AG or the MOHLTC, the Receiver provided to the
MOHLTC and the AG certain financial information regarding the operation of the Home.

52.  Since the date of the First Report, the Receiver has not had any further discussions with

the AG or the MOHLTC regarding the fundm&, and set off issue. The MOWLTC

conltinues to fund Cmglee based on 100% occupancy, without set off relating to the pre-
receivership period. The funding to the Receiver will be subject to recoveries by the
MOHLTC based on actual occupancy during the receivership period (as outlined in
paragraphs 94 thrdugh 98 of this Second Report).
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33.  Prior to the May 11, 2009 appointment, the Receiver and the MO agreed to further
adjourn the hearing of the funding and set off issue until June 16, 2009. Following a

Chambers appoiniment on June 16, 2009, the matter was eventually adjourned to a dats to

be fized on consent.

OPERATING RESULTS

54.  In the First Report, the Receiver provided financial information for the period May 1,

2009 to April 30, 2010. Attéchcd hereto as Appendix “E” is an income statement by

envelope for Craiglec for the period J anuary 1, 2010 to December 31, 2010 (“Fiscal 2010

Period’;) which includes a pertion of the period previously reported. For the Fiscal 2010

| ’ Period, Craiglee generated net operating income of $335,280 during the Fiscal 2010
o Period which is $1,041,272 below budget. The shortfall from budget was essentially due

to 1) oceupancy that averaged 819% for Fiscal 2010 whereas the budgeted occupancy was

100%, i) overspending in nursing dve to greater nursing needs to deal with the

compliance matters at the Home, and iii) management fees exceeding budget by

approximately $130,000 as the budget for management fees was not set properly .

55.  Attached hereto as Appendix “F™ is an income staternent by envelope for Craiglee for the
period January [, 2011 to August 31, 2011 (the “Results Period”). Craiglee has
generated a net operating surplus (before consideration of interest, depreciation and

capital expenditures) of $446,000 over the Results Period which is $240,756 below
budget.

56.  The negative variance over the Results Period is essentially due to the following:

_____ Y Lower occupancy levels during the Results Period as the budgeted average

occupancy was 96.17% whereas the actual average occupancy was approximately

3% resuiting in a negalive revenue variance of approximately $5 1,200,
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i) Accomunodation wages expense was approximately $64,500 over budget as 1) the
the Home required increased housckeeping staff to deal with MOHLTC related
matters, and i) actual vacaticn pay and holiday pay were both greater than budget;

i) Utlities costs were approximately $25,200 over budget as the budgeted costs for
hydro and water were based on prior year consumption; however, the prior year
occupancy averaged approximately 80% whereas the current year-to-date

dceupancy is approximately 93% resulting in greater usage during the Results

Period;

vy Feoa costs were approximately $16,300 over budget as the Home had ordered

more food than the per diem funding ﬁrovides for;

v) Supplies costs were approximately $22,900 over budget due to the one time
purchase of bed comforters, linens and blankets that were not included in the

budget;

vi) Repairs and maintenance expense was approximately $37,300 over budget due to
costs to repair a leaking roof and foundation, repairs to the nurse call system and

painting of certain areas of the Home all of which were not included in the budget;

and

vii)  Other costs were approximately $33,900 over budget due substantially to i) Iegal
fees that were approximately $16,000 greater than budget due to various emploves
matters requiring mediation during the Results Pexiod, ii) andit fees of $5,000 had
inadvertently been excluded from the budget and, i) staff training was
approximately $7,000 over budget due to certain workplace harassment trairing

that was not anticipated when the budget was prepared,

57.  Extendicare maintaios the accounting records of the Home and provides the Receiver with

monthly operating reports with comparisons to budget and a variance analysis.
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CITY OF TORONTO UTILITY PAYMENT

38.

59.

60.

61.

62.

63.

The City of Toronte (the “City”) invoices Craiglee on a monthly basis for water usage at
the Home. As of the Appointment Date, the pre-receivership water charges outstanding
were $21,307 .91 (the “Pre-Receivership Amount™). Attached hereto as Appendix “G”
is a copy of the Utility Bill for water charges for the period May 19, 2009 to June 17, 2009

which evidences the Pre-Receivership Amount.

Each month following the Appointment Date, the City would forward an invoice to
Craiglee that included both the Pre-Receivership Amount and charges for the previous
month’s usage, and each month Craiglee would pay only the charges for the previous

month’s usage.

On or about Decernber 15, 2010, approximately twenty months after the Appointment
Date, Craiglee inadvertently paid the City the Pre-Receivership Amount, Attached bereto
as Appendix “H” is a copy of the Utility Bill for water charges for the period November
17, 2010 to December 17, 2010 which reflects a payment of $28,326.46 received by the

City on December 15, 2010, which amount includes the Pre-Receivership Amount.

Upon realizing the error, Craiglee contacted the City to be reimbursed for the Pre-

Receivership Amount. However, the City refused to make the reimbursement.

Payment of the Pre-Receivership Amount by Craiglee to the City represents an error for
which the City seeks to unjustly benefit. The Pre-Receivership Amount represents an

unsecured claim, which claim would remain unpaid if not for Craiglee’s clerical error.

Blaneys has also requested that the City repay the Pre-Receivership Amount, or credit
Craiglee’s account, but the City has refused to do so.  Attached hereto as Appendix “1”
is a copy of a series of e-mails exchanged between Blaneys and the City's solicitor
between April 6, 2011 to June 17, 2011 concerning the request for repayment of the Pre-
Receivership Amount.
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64.  The City’s position appears to be that i the Pre-Receivership Amount had not been paid
by Craiglee in error, the City would have added it to the tax roll in accordance with the

City of Toronto Mynicipal Code and- City of Toronto Act, 2006.

65.  Inaddition, in response to an inquiry from counsel for SAC 4, the proposed purchaser of
Craiglee (as ch'scﬁssed below), in which SAC 4 requested a water and tax certificate for
Craiglee, the City’s solicitor advised SAC4’s counsel that if the City is required to refund
the Pre-Receivership Amount, it Wou.lﬁ add the Pre-Receivership Amount to the tax roll.
A.copy of the correspondence from the City’s solicitor to SAC 4°s counsel dated J une 9,
2011, and Blaneys respomnse to that correspondence dated June 14, 2011, is attached hereto
as Appendix “J”.

66.  Paragraph 11 of the Appointment Order provides for a stay of proceedings against
Craiglee and the Receiver, which stay would include adding the Pre-Receivership Amount
to the tax roll.

67.  The Receiver is seeking this Honourable Court’s approval for an order i) requiring the
City to reimburse the Receiver for the Pre-Receivership Amount, if) preventing the City
from adding the Pre-Receivership Amount to Craiglee’s tax roll, and iii) declaring that
Craiglee’s liability for pre-receivership water, sewage and/or solid waste charges,

including penalties and interest, ranks behind Craiglee’s secured creditors.

MARKETING AND SALE PROCESS

68,  Following the issuance of the Sale Process Order, and in accordance with that order, the
Receiverentered into an Bxclusive Listing Agreement dated September 3, 2010 with John

A. Jensen Realty Inc. {*Jensen™) for a six-month period.
69.  Jensen’s marketing campaign consisted of:

) acdvertising the Home on its website;
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i) sending marketing information on the Home to its proprietary database of contacts

of parties interested in senior’s housing opportunities;
iti) placing two advertisements in the Globe & Mail newspaper; and

iv) adverlising the. Home on Loop Net, which purports to be the largest and most

heavily trafficked commercial online real estate listing service,

Jensen has advised the Recejver that it received inguiries about the Home from 82 parties,
42 of which executed confideniiality agreements, Those parties which signed

confidentiality agreements were provided with:
1) a confidential information memortandum prepared by Jensen; and

ii) access (o a secure website maintained by Jensen which contained financial and

other pertinent information aboul Craiglee.

Jensen’s markeling program incorporated a sunrise date arrangement whereby no offers
were to be entettained unti{ the Home had been marketed for six weeks from the date of
the Sale Process Order, which in this case was October 13, 2010, in order to allow ample
exposure to the market and suitable time for interested parties to analyse the opportunity

prior to submitting any offers for the Home.

As parl of Tensen’s marketing plan, Jensen did not include an asking price with the listing
of the Home. The rationale for not including an asking price was that it lessened the risk
that a potential purchaser, who would otherwise be willing to pay more than the asking
ptice, would offer less simply because the asking price optically creates a ceiling for
offers. Jensen had advised that this methodology is a widely accepted and expected
strategy for the sale of senjors houging including facilities being sold in recetvership and

the lack of an asking price also tended Lo work well with the sunrise date methodology.

On December 6, 2010, the Receiver received an expression of interest in the property

through a letter of intent to purchase the property (the “First LOT). The irrevocable date

¢
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for the First LOI was December 9, 2010, It was the Receiver’s position that the putchase
price conteraplated in the First LOI was not sufficient and many of its terms and
conditions were not satisfactory to the Receiver. In addition, Jensen advised that it had
been contacted by Gther parties who had indicated that they intended to submit offers for
Craigles. Based on those discussions with Jerisen and after consulting Desjardins, the

Receiver elected not to respond to the First LOT but to wait to see if further interest in the

Home materialized.

On December 17,2010, the Receiver received an offer for the property from Southbridge
Investment Partnership No. } onbehalf of a purchaser to be established (“Southbridge”).
The purchase price. of the offer from Southbridge and the terms and conditions it was
seeking were more acceptable to the Receiver than the First LOL The irrevocable date of
Southbridge’s offer was J anuary 14, 2011. Tn view of that date, the Receiver elected to
respond with a counter-offer to Southbridge on 1 anvary 7, 2011 which reflected a higher
purchase price and changes to certain terms and conditions. ‘The Receiver set the

irrevocable date for its counter-offer at J anuary 14, 2011.

On January 12, 2011, Southbridge responded to the Receiver’s counter-offer which the
Receiver reviewed and discussed with Jensen. Based on those discussions, on Tanuary 14,
2011, the Receiver provided a further counter-offer to Southbridge with an increase in the
purchase price, an increase in the amount of the deposit required by the Receiver and
certain adjustments to other terms and conditions. The irevocable date for the Receiver’s

counter-offer was Jannary 21, 2011,

On January 19,2011, Jensen forwarded to the Receiver an e-mail that Jensen had received
from a third interested party which included an indication of the maximum purchase price
that the party was willing to pay. As that purchaser’s maxinaum price was lower thag that
currently being contemplated in the offer from Southbridge, the Receiver elected pot to
pursue discussions with that party. On Tanuary 21, 2011, Southbridge esponded to the
Receiver’s counter-offer that the price was acceptable but it requested certain minor

changes to its offer which the Receiver determined to be acceptable.
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On January 24, 2011, the paity to the First LOI contacted Jensen to advise that it intended
to submit another offer. Jensen advised the Receiver that the revised purchase price
indicated by that party remained significantly below the purchase price being offered by
Southbridge. Based on discussions with Jensen and the fact that the Receiver was in
possession of an offer with a materially higher purchase price with terms and conditions it
found acceptable, the Receiver elected not to delay the process by enfering into
discussions with the party which submitted the First LOL Consequently, on ] anuary 26,
2011, after discussing the status of the offers with, Desjardins, the Receiver advised Jensen

that it was accepling the revised offer from Southbridge.

The Receiver understands that Southbridge is a Cambridge, Ontario partnership focused
on acquiring long-term care facilities across Canada. The principal of Southbridge
formerly owned and operated a company that owned and operated a number of long-term
care homes in Canada prior t0'a sale of a substantial portion of its portfolio in 1997, The
Receiver understands that Southbridge, through certain limited partnerships, currently
operates five long-term care facilities in Ontario. Southbridge is also the selected
purchaser for another long-term care home for which Deloitte is receiver and manager
under separate receivership proceedings. The purchase of this other home by Southbridge
has followed similar timelines to the sale of Craiglee and Desjardins is aware that

Southbridge is the proposed purchaser of this other home.

Following acceptance of the Southbridge offer, the Receiver and Southbridge negotiated
and agreed to the texms of the APS. During those negotiations, Southbridge advised the
Receiver that the Purchaser under the APS would be SAC 4. The assets being purchased
by SAC 4 include the Flome and 9 Vanbrugh. A copy of the APS including amending
agreements (as discussed below) are attached hereto as Appendix “K”, redacted to
maintain confidentiality with respect to the purchase price, pending the closing of the
APS. Anuaredacted copy of the APS will be made available to the Court, subject to a

request for 2 Sealing Order. Capitalized terms found below and not otherwise defined

herein have the meanings set out in the APS.
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The APS 1mt1ally provided for, amongst other things, a Due Diligence Period of 75 days
and a Fmancm g Condition period commensuraté with the Due Diligence Pericd. On June
8, 2011, with the Due Diligence Period set to expire on June 15,2011, SAC 4 advised the
Receiver that it had not yet completed its due diligence nor satisfied its Financing
Condition. Accdrdingly, the Receiver and SAC 4 entered into Amending Agreement No.
1 dated June 8, 2011 which extended the Due Diligence Period to Fuly 15, 2011 and
adjusted certain other related dates in the APS.

Prior to July 15, 2011, SAC4 advised the Receiver that it was not in a position to waive
the Due Diligence Condition and that it wanted to meet with the Receiver to discuss the
results of its due diligence process. Accordingly, the Receiver and SAC 4 entered into
Amendmg Agreement No. 2 dated July 15, 2011 which extended the Due Dili gence
Period to August 12, 2011 in order to provide sufficient tirne to arrange a meeting

between the parties.

On August 9, 2011, a meeting was convened between the Receiver and SAC 4 at which
time SAC 4 advised the Receiver that during its due diligence review of Craiglee it had
identified a number of issues that in its view necessitated adjustments to the terms and
conditions of the APS. The adjustmants to the APS that SAC 4 was secking involved
both sale price adjustments and additicnal conditions in the nature of information flow

and operations of Craiglee prior to and after the eventual closing of the transaction.

After the August 9, 201 | meeting, the Receiver discussed with Desjardins the adjustments
SAC 4 tabled at the meeting. Tt was agreed that SAC 4 would be advised to prepare a
draft arnending agreement that contained the revised terms and conditions it was seeking
in order that the Receiver could consider and discuss those terms with Desjardins. In
order to provide SAC 4 with sufficient timme to prepare the draft amending agresment, the
Receiver and SAC 4 entered into Amending Agreement No. 3 dated August 12, 2011
which extended the Due Diligstice Period to August 19, 2011.

On August 18, 2011, SAC 4 provided the Receiver with a draft amending agreement
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which contained the revised terms and conditions to the APS that SAC 4 was seeking. In
order to provide the Receiver with sufficient time to assess the draft amending agreement
and discuss its terms with Desjardins, the Receiver and SAC 4 entered into Amending
Agreement No. 4 dated Auguét 19, 2011 which extended the Due Diligence Period to
August 31, 2011. The target date of August 31, 2011 did not provide sufficient time for
the parties to reach an agreement on the revised terms and conditions to the APS. The
Receiver and SAC 4 entered inte Amending Agreernent No. 5 dated August 31, 2011
which extended the Due Diligence Period to September 8, 2011.

By way of Amending Agreement No. 6 dated September 2, 2011, the Receiverand SAC ¢
agreed to amend the APS to adjust the purchase price and certain other terms and

conditions that were satisfactory to both the Receiver and SAC 4.

In March 2010, the Receiver engaged two appraisers with experience in valuing long-term
care homes Lo prepate market value appraisals of the Home. The purchase price under the
APS is in line with those market value appraisals. For the reasons outlined in paragraph
91 below, the Receiver has not included copies of the market value appraisals in this

Second Report but will have copies available should the Court so request theo.

One of the terms of Amending Agreement No. 6 provided for the Financing Condition
Period to be extended to September 30, 2011. On September 30, 2011, SAC 4 waived the

Financing Condition, which represented the final ouistanding condition.
Paragraph 4.3(a) of the APS provides for the foliowing:

“On or within 45 days follewing satisfaction or waiver by the Purchaser of
the Due Diligence Condition and the Financing Condition, an order will have
been made by the Court approving this Agreement and the Transaction and
vesting in the Purchaser all the right, title and interest of the Debtor in the
Assels free and clear of all liens, security interests and other encumbrances,
save and except for the Permitted BEncumbrances, such order to be

substantially in the form of the order attached hereto as Exhibit A.”
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91.

Given that SAC 4 waived the Due Diligence Condition on September 2, 2011 and the

Financing Condition on Septemnber 30, 2011, the Receiver is seeking this Court’s

approval of the APS through (he granting of an approval and vesting order. The approval

and vesting order being sought provides that title will only vest with the Purchaser upon
the Receiver delivering to the Purchager a certificate (the “Receiver’s Certificate™) that
certifies the following (defined terms are as defined in the Receiver’s Certificate):

1) The Purchaser has paid and the Receiver has received the Purchase Price for
the Purchased Assets payable on the Closing Date pursuant to the Sale
Agreement;

ii) The conditions to Closing as set cr)ut'.in section 4 of the Sale Agreement have
been satisfied or waived by' the Receiver and the Purchaser; and

i)  The Transaction has been completed to the satisfaction of the Receiver.

Pursuant to the APS, SAC 4 has paid deposits totalling $400,000 which funds are being
held in trust by Blaneys pending completion of the transaction.

Should this Honourable Cowrt approve the APS, the Receiver will work with SAC 4 to
obtain MOHLTC approval for the transfer of the bed licences to SAC 4 pursuant to the
provisions of the LTCHA. Basad on discussions with the MOHILTC and the Receiver's
expenience with the licensing transfer approval process, the process could take in excess

of six months to complete before the license transfer is approved,
Paragraph 4.3(c) of the APS provides for the following:

“On or befere March 30, 2012, the MOH shall have approved the purchase by
the Purchaser contemplated under this Agreement and the MOH shall have
approved the Purchaser for transfer of the Licence(s) or for issue of licences

similar to the Licence(s).”

In view of the Receiver’s recent experience concerning the timing for obtaining MOIILTC
approval for the transfer of licences, and on the assumption that this Honourable Court

approves the APS and directs the Receiver to complete the sale to SAC 4, the Receiver
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may be required to enter info a further amending agreement(s) with SAC 4 to extend the
date by which the MOHLTC will have approved the purchase by SAC 4 and the issuance
of a new licence(s) to SAC 4, from March 30, 2012 to some other date(s) mutually
acceptable to the Receiver and SAC 4.

To the extent that this Honourable Court does not approve the Receiver completing the
APS, or if the APS is approved by the Cowrt but is not completed for other reasons, public
disclosure of the contents of the APS, including the purchase price, could materially
negatively impact the Recelver’s re-marketing of Craiglee. In addition, public disclosure

of the market value appraisals commissioned by the Receiver to assist it in assessing

- offers for the Home could impact any re-markeling of Craiglee. For these reasons, as

stated above, the Receiver is seeking an Order of this Honourable Court to seal the

unredacted copy of Appendix “K” until the Receiver’s Certificate has been filed with this

Honourabls Court.

INTERIM STATEMENT OF RECEIPTS AND DISBURSEMENTS

93.

94.

Attached hereto as Appendix “E” is the Receiver’s Interim Statement of Receipts and
Disbursements for the period April 28, 2009 to October 27,2011 (the “Inferim R&D™).
The Interim R&D baiance of $2,548,928 reflects transactions through the Receivet’s bank
account and does not reflect the receipts and disbursements of the operating and payroll
accounts managed by Extendicare, which are maintained on an accrual basis and are
reflected in the aforementioned income statements by envelope. The Receiver is seeking

this Honourable Court’s approval of the Interim R&D.

The large cash balance reflects the fact that the MOHLTC has funded the Receiver based
on 100% occupancy while actual occupancy has averaged approximately 80% in 200.9 and
2010, and approximately 93% in year to date 2011. The MOFLTC s policy is to recover
the difference between the actual cash advanced and the Home’s funding entitlement

(based on actual occupancy) through deductions against future funding. Accordingly, the

-cash on hand will be required to fund Craiglee’s operations should future wmonthly
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96.

97.

98.
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funding, net of deductions for recoveries relating to prior periods, be insufficient for the

Home to operate.

On November 30, 2010, the MOHLTC advised the Receiver that the amount to be
recoversd for the period April 2009 to September 2009 was $852,184, and that this
amount would be deducted from MOHLTC funding over the period November 2010 to
October 2011. As of the date of this Second Report, the recovery relating to the April 28,
2009 to September 30, 2009 period has been completed.

In January 2011, the MOHLTC advised that the amount of overfunding received by
Craiglee for the period January 1, 2010 to September 30, 2010 was $1,113,210 and that it

Intends to recover these funds from MOHLTC funding during the period December 201 1
through August 2012.

As of August 31, 201 1, Extendicare estimates the total amount of funds to be reimbursed
to the MOHLTC is $2,210,943, which amount includes the yet to be recovered amount for
the period January 2010 to September 2010, as well as anticipated recoveries that the
MOBILTC has yet to pursue for the October 1, 2009 to December 31, 2000 period, the

October 1, 2010 to December 3 1, 2010 period and the J anuary 1, 2011 to September 30,
2011 period.

The Receiver anticipates that the MOHLTC will shortly advise the Receiver of amounts it
intends to recover for the J anuary 1,2011 to September 30, 2011 period. With respect to
potential MOHLTC recoveries relating to the Qctober 1 to Lecember 31 periods referred
to in paragraph 97 above, those recoverties are typically identified and requested by the
MOHLTC ouce the MOHLTC sonducts its review of Craiglee’s Long-Term Care Home
Annual Report (the “Annual Report”) for the year in question. Once an Anngal Report
is submitted, it ¢an take one year or longer before the MOHLTC reviews the Annual
Report and advises the Home of the tecoveriss related thersto. Craiglee’s Annual Reports

for 2009 and 2010 were submitted in December 2010 and September 2011, respectively.
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STATEMENTS OF ACCOUNT OF THE RECEIVER AND ITS COUNSEL

99.

100.

101.

102.

103.

The Receiver’s fees for services rendered for the period June 1, 2010 to July 31, 2011 aze
particularized in the Affidavit of Hartley M. Bricks sworn October 31, 2011 and the
invoices attached as exhibits thereto. The total amount of the invoices for this penod 1s
$231,249.77 including GST/HST {the “Receiver’s Fees .

The fees and disbursements of Blaneys, counsel for the Applicant, in respect of work
performed for the Receiver, for the petiod July 1, 2010 to September 30, 2011 are
particularized in the Affidavit of Chad Kopach of Blaneys sworn November 3, 2011 and
the invoices aftached as exhibits thereto. The total amount of the invoices for this perio-:i’
is $72,047.93 including HST (“Blaney’s Fées”).

The Receiver has reviewed Blaney’s Fees and finds the work performed and charges to be

appropriate and reasonable.

The Receiver has sought and received the approval of Desjardins prior to taking interim

draws against the Receiver’s Fees and Blaney’s Fees.

The Receiver is herein sesking the Court’s approval of its activities up to November 2,

2011 and the Receiver’s Fees. The Receiver is also seeking the Court’s approval of
Blaney’s Fees.

RECEIVER’S REQUEST TO THE COURT

104.

The Receiver is respectively seeking an order:
i) approving the actions and activities of the Receiver up to Noverber 2, 2011;

ir) approving the Receiver enfering into and completing the APS and the granting of

an approval and vesting order;
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Hi)

iv)

Vi)

C60L09
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sealing the unredacted APS until such time as the APS js completed and the

Receiver’s Certificate is issued by the Receiver and filed with this Honourable

Court;

directing the City to reimburse to Craiglee the Pre-Receivership Amount and
directing the City to not add the Pre-Receivership Amount to the tax roll for
Craiglee;

approving the Interim R&D; and

approving the Receiver’s Fees and Blaney’s Fees. -

All of which is respectiully submitted to this Honourable Court.

DATED this 2" day of November, 2011.

Deloitte & Touche Ine.

Interim Recelver and Receiver and Manager of
the assets, undertakings and properties of
Craiglee Nursing Home Limited

e ledk « 70Ul LA

Daniel R. Weisz, CA*CIRP, CIRF

Hartley Bricks, MBA, CA«CIRP, CIRP

Senfor Vice President Vice President
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INTRODUCTION

1.

Pursuant to an Order of the Honourable Justice Campbell of the Ontario Superior Court of
Justice (Commercial List) (the “Court™) dated April 28, 2009 (the “Appointment

Order’”), Deloitte & Touche Ing. (“Deloitte™) was appointed as Interim Recelver and

Receivér and Manager (the “Receiver™) of all of the current and future assets,

undertakings and properties of Craiglee Nursing Home Limited {“Craiglec”).

In the Recelver’s Second Report to the Court dated November 3, 2011 (the “Second
Report™), the Receiver set out for this Honourable Court the terms of an Agreemient of
Purchase and Sale dated April |, 2011, including amendments thereto {the “APS”) as
between the Receiver and SAC 4 Inc. (“SAC 47 or the “Purchaser”) for the sale of
Craiglee and requested the Court’s (i) approval for the Receiverto enter into and complete

the APS; and (ii) making an approval and vesting order in connection with the transaction.

The purpose of this Supplemental Report to the Second Report (the “Supplemental
Report”) is to advise the Court of a further amending agreement to the APS which the

Receiver has entered into with SAC 4.

Capitalized terms not defined in this Supplemental Report are as defined in the APS, the
Second Report and the Appolntment Order.

The MOH Closing Adjusfment

5.

Following service of the Notice of Motion and the Second Report, counsel for the
Ministey of Health and Long-Term Care (“MOHLTC™) corresponded with the Receiver
regarding the manner in which over-funding by the MOHLTC of Craiglee from the
Appointment Date to the Closing Date, that remained to be recovered by the MOHLTC
{(“MOHLTC Reeoveries™), was addressed in the APS. The MOHLTC wag concerned
that the APS did not explicitly address which party the MOHLTC could pursue for the
MOHLTC Recoveries.

Section 2.8(c) of the APS provides for an adjustment on Cloging for the amount ol over-
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funding by the Ministry of Health and Long-Term Care (“MOHLTC") of Craiglee from
the Appointment Date to the Closing Date that remained to be recovered by the MOHLTC
(“MOHLTC Recoveries™). Section 2.8(c) states:

“The Vendor and the Purchaser, each acting reasonably, shall use their
best efforts to agres on the estimated amount that may be repayable to or
receivable from the MOH in regard to any overpaymentsicredits for the
period prior to the Closing (not including adjustments for monthly
amounts paid or payable by the MOH for the mounth in which the Closing
occurs which are adjusted pursuant to Section 2.8(b) hereof) (the “MOH
Closing Adjustmient™) on or before the 10™ Business Day before the
~ Closing Date. On Closing, the Purchase Price shall be adjusted by that
amount in favour of the Purchaser if the Vendor is in 2 net payable
position with the MOH at Closing or in favour of the Vendor if the
Vendor is in a net receivable position with the MOH at Closing. There
shall be no further adjustment in regard to the MOH Closing Adjustment

after Closing.”™

The purpose of the MOH Closing Adjustment was to transfer to SAC 4 the obligation to

remit the MOHLTC Recoveries once the transaction was completed.

The APS also included a term that the Purchaser could, on Closing, assume the Service
Accountability Agreement (the "SAA™} between the Central East Local Health Integration
Network (the “LHIN") and Craiglee effective as of July 1, 2010, The SAA isadocument
which every long-term care home in Ontario must enter into in order to obtain
government funding to operate. The SAA governs the terms of funding, including the
ability of the MOHLTC (or LHIN) to recover any overpayments made to a nursing home.
The 8AA was included in Schedule 2 of the APS as an Assumed Contract under the

transaction.

On September 30, 2011, pursuant to the terms of the APS, SAC 4 advised the Receiver



{hat it would not be assuming the SAA since SAC 4 intends to enter into a new 8AA with
the LHIN, While the Receiver is of the view that, should the transaction be completed,
the MOH Closing Adjustment and SAC 4’s obligation 1o assume the MOHLTC
Recaveries is unaffected by the fact that a new SAA would be entered into between SAC
4 and the LHIN, the MOHLTC has requested that the documents clarify the transfer of the
obligation to SAC 4.

10.  The Receiver and SAC 4 have agreed to amend the APS to clarify that after Closing, SAC
4 is responsible for remitting the MOHLTC Recoveries.

- AMENDING AGREEMENT NO. 7

11.  Inordertoclarify the transfer 1o SAC 4 of the liability for the MOHLTC Recoveries upon
| Closing, the Receiver and SAC 4 have entered into Amending Agreement No. 7 dated
November 7, 2011, Amending Agreement No. 7 provides that the definition of “Assumed
Obligations” in the APS is amended to include the MOHLTC Recoveries. A copy of
Amending Agreement No. 7 is attached heveto as Appendix ¥A”,

12.  Counsel for the MOHLTC has advised the Receiver that it is satistied that Amending
Agreement No. 7 addresses its concerns regarding the MOHLTC Recoveries.
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All of which is respectfully submitted to this Honourable Court.
DATED this 8" day of November, 2011,

Deloitte & Touche Ing.

Interim Receiver and Receiver and Manager of
the assets, undertakings and properties of
Craigles Nursing Home Limited

and not in its personal capacity

Daniel R. Weisz, CA«CIRP, CIRP Hartley Bricks, MBA, CA*CIRP, CIRP
Senior Vice President Vice President
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Court File No, CV- 09-8156-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
[COMMERCIAL LIST]
THE HONOURABLE MR. ) WEDNESDAY, TIIR 9" DAY
)
JUSTICE WILTON-SIEGEL ) OF NOVEMBER, 2011

N:
DESJARDINS FINANCIAL SECURITY LIFE
ASSURANCE COMPANY
Applicant
- and -
CRAIGLEE NURSING HOME LIMITED
. Respondent

ORDER

THIS MOTION made by Deloitte & Touche Inc., Intetim Receiver and Receiver and
Mallgmgér ox}ei'_ all bf the eurtent and future assets, undertakings and properties of the Respondent
(in that capacity, the “Receiver”) for an order conﬁrmmg and approving- the actions and
activities of the Receiver to the date of the Second Repori of the Receiver dated November 2,
2011 (the “Second Report”), approving and accepting the Reeceiver’s Interim Statements of
Recgipts and Disbursements for the_ petiod from April 28, 2009 to October 27, 2011, and
appft;\riﬁg Lhe fee.s' for services rendered byfthe Receiver fdr the period from June 1, 2010 to July
31, 201'1:, and the fees and disbursements of Blaney, McMuriry LLP (“Blameys”) for the petiod

from July 1, 2010 to September 30, 2011, was heard this day at Toronto.
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ON READING the Receiver’s Motion Record dated November 3, 2011, the Second
Report, the affidavit of Hartley Bricks sworn October 31, 2011 and the affidavit of Chad Kopach
s-\n}orn November 3, 2011, and upon hearing the submissions of counsel for the Receiver, no one
appearing for any other person on the service list, although properly served as appears from the

affidavit of Sharm Velvet Sowa sworn November 4, 2011,

1. THIS COURT ORDERS that the time for service of the Receiver’s Notice of Motion
returnable November 9, 2011 (the “NOM™), and related motion material filed in support of that
Notice of Motioh (the “Motion Materiak”) be and is hereby abridged, that service of the NOM
and Motion Mé,terial is hereby validated, and that further service thereof is hercby dispensed

2, L. .TI—IISV COURT ORDERS that the fees and disbursements of the Receiver from June 1,
2010 to July 31, 2_011‘,‘ and .of Blaneys from July 1, 2010 to September 30, 2011, be and ate

hereby approved, . -

3. r:I‘I-IIS COURT ORDERS that the actions of the Receiver and its counsel up to
November 2, 2011, as described -in the Recelver’s Second Report be and are hereby confitmed

and;appro'ved. |

4, - THIS COURT ORDERS that the Receiver’s Interim Statement of Intetim Receipts and
Disbﬁrsements for the period from April 28, 2009, to October 27, 2011 in respect of Craiglee
Nursing Home Lithited as set out at Appendix “L” of the Receiver’s Second Report, be and is

hereby.docepted.and approved. - -
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5, THIS COURT ORDERS that the fees and disbursements of the Receiver and Applicant .

related to this motion are payable on a full indemnity basis,
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Court File No. CV-09-8156-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE ) WEDNESDAY, THE 9TH

JUSTICE WILTON-SIEGEL ) DAY OF NOVEMBER, 2011

BETVVEEN:

DESJARDINS FINANCIAL SECURITY LIFE
ASSURANCE COMPANY

Applicant
- and -
CRAIGLEE NURSING HOME LIMITED

Respondent -
APPROVAL AND VESTING ORDER

THIS MOTION, made by Deloitte & Touche Inc, in its capacity as the Court-appointed
interim receiver and receiver and manager (the "Receiver’) of the current and future assets,
undertakings and properties of Craiglee Nursing Home Limited (the “Debtor”) for an order
approving the sale transaction (the “Transaction”) contemplated by an agreement of purchase
and sale, as amended from time to time (the "APS"} between the Receiver and SAC 4 Inc.
made as of April 1, 2011 and appended to the Second Report of the Receiver dated November
2, 2011 (the "Second Report’), and vesting in CVH GP Inc., general partner of CVH (No. 1) LP,
assignee of SAC 4 Inc., (the "Purchaser”), or in whose name SAC 4 Inc. may direct, the
Debtor’s right, title and interest in and to the assets described in the APS (the "Purchased
Assets"), was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Motion Record of the Receiver dated November 3, 2011 (the “Motion
Record”), the Supplementary Motion Record of the Recelver dated November 8, 2011, the
Second Report, the Supplemental Report to the Second Report dated November 8, 2011, and
on hearing the submissions of _cou'ns-el for the Receliver, the Purchaser and the City (as defined
below), no one appearing for any other person on the service list, although properly served with
the Motion Record as ‘appears from the affidavit of Sharm Velvet Sowa sworn November 4,
2011, filed:
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1. THIS COURT ORDERS that the time for service of the Receiver's Notice of Motion and
Supplementary Notice of Motion returmable November 9, 2011 (collectively, the “NOMs"), and
related motion material filed in support of those NOMs (the “Motion Material’} be and is hereby
abridged, that service of the NOMs and Motion Material is hereby validated, and that further

setvice thereof is hereby dispensed with.

2. THIS COURT ORDERS AND DECLARES that the Transaction is hereby approved, and
that the APS is commercially reasonable and in the best interests of the Debtor and its
stakeholders. The execution of the APS by the Receiver is hereby authorized and approved,
and the Receiver is hereby authorized and directed to take such additional steps and execute
such additional documents as may be necessary or desirable for the completion of the
Transaction and for the conveyance of the Purchased Assets to the Purchaser.

3. THIS COURT ORDERS that (i) the unredacted copy of the APS including the
amendments thereto; and (ii) the éppraisal of the Purchased Assets prepared by Carmichael
Wilson Property Consultants Lid. dated March 24, 2010 and the appraisal of the Purchased
Assets prepared by Altus Group Limited dated March 30, 2010 {collectively the "Appraisals”),
shall be treated as confidential and shall be sealed and segregated from the public record,
pending the closmg of the Transaction contemplated by the APS. When the Receiver delivers
the Recelvers Certlflcate {as defined below), the unredacted copy of the APS and the
amendments thereto, as well as a copy-of the Appraisals, shall be unsealed.

4. - THIS CQURT ORDERS AND DECLARES that. upon the delivery of a Receiver's
cértifipate 1o the Purchaser'substantially in the forrn attached as Schedule A hereto (the
“Recelvers Certlflcate”) all of the Debtor's right, title and interest in and to the Purchased
Assets descnbed in the APS shall vest absolutely in the Purchaser, or in whose name SAC 4
fne.. may direct, free. and clear of and from any and all security interests {whether contractual,
statutory, or othenmse) hypothecs mortgages trusts or deemed trusts (whether contractual,
statutory, or otherwlse), liens, executions, levies, charges, or other financial or monetary claims,
whether or not they' hav_é attached or been perfected, registered or filed and whether secured,
unéépured or otherwiSé (pollectively, the “Claims"} including, without limiting the generality of
the foregoing; (i) any encumbrances or charges created by the Order of the Honourable Justice
Caﬁipbéﬂ‘ dated April 28, -2009; (i) all charges, security interests or claims evidenced by
reglstratlons pursuant to the Persona! Property Security Act (Ontario) or any other personal
property reglstry system and (|u) those Claims listed on Schedule C hereto (all of which are
col]ectl_vely referred to s the ‘fEncumbrances”). For greater certainty, this Court orders that all
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of the Encumbrances affecting or relating to the Purchased Assets are hereby expunged and
discharged as against the Purchased Assets,

5., THIS COURT ORDERS AND DECLARES that paragraph 4 above does not apply to
permitted encumbrances, easements and restrictive covenants listed on Schedule D hereto,
and any overpayments made to the Debtor after April 28, 2009, by the Ontario Ministry of Health
and Long-Term Care (the "MOH"),

0. THIS COURT ORDERS that uponh the registration in the Land Registry Office for the
Registry Division of Toronto of a Transfer/Deed of Land in the form prescribed by the Land
Registration Reform Act (Ontario) duly executed by the Receiver, the Land Registrar is hereby
directed to enter the Purchaser as the owner of the subject real property identified in Schedule
B hereto (the “Real Property”) in fee simple, and is hereby directed to delete and expunge from
titie:to-the Real Property all of the Claims listed in Schedule C hereto.

7. THIS COURT ORDERS that the City of Toronto- (the "City"} is hereby prohibited from
adding to the tax rolls re!atmg to the Real Property any amounts now owing or subsequently
determined to be owmg by the Debtor on account of water, sewage and/or solid waste charges
relating to the Real Property, including penalties and interest, which accrued prior to closing of
the Transaction {(the "City Claims"). Notwithstanding the foregoing, the City is permitted to
advance a Claim in respect of the City Claims against the net proceeds from the sale of the
Pur:éha:se'd Aésets'(the "'Net Proceeds"), and all of the rights of the City to advance the position
that the amount of the C|ty Clalms stand in priority to all other Claims against the Net Proceeds
as if such amounts had bee% to the municipal tax rolls prior to this Approval and Vesting Order
are expressiy reserved 50 as to be determined at a later date

8. THIS COURT ORDERS AND DECLARES that, following the vesting of the Purchased
Assets in the Purchaser, the MOH is hereby prohibited from exercising any right of set-off
agéinst any and ail funds and/or payments to which the Purchaser may be entitled to recsive
from the MOH under the License {(as defined in the APS which comprises a portion of the
Purchased ‘Assé:té) or ptﬁfsuanf to statute, with respact to ény overpayments made by the MOH
tothe Debtor prior to April 28, 2009 (collectively, the "MOH Overfunding’). Notwithstanding the
forég-b'ihg, the MOH is permitted to seek recovety of the Overfunding against the Net Proceeds,

9. - THIS GOURT ORDERS that the Receiver hold in trust from the Net Proceeds an amount
suff!qient to satisfy the City Claims and the. MOH Overfunding as of the date of this Approval

W‘A



.

and Vestmg Order, untll such time as a further Order is made authorizing the release of these

trust funds

10. THIS COURT ORDERS that for the purpcses of determining the nature and priority of
Claims, the Net Proceads shall stand in the place and stead of the Purchased Assets, and that
from and after the delivery of the Receiver's Certificate all Claims and Encumbrances shall
attach to the Net Proceeds with the same priority as they had with respect to the Purchased
Assets immediately prior to the sale, as if the Purchased Assets had not been sold and
remained in the possession or control of the person having that possession or control

imrﬁediately prior to the sale.

11. THIS COURT ORDERS AND DIRECTS the Receiver to file with the Court a copy of the
Receiver’s Certificate, forthwith after defivery thereof.

12 T HIS C(SURT’ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
!nformatfon Protection and Flectronic Documents Act, the Receiver is authorized and permitted
to dlsclose and transfer to the Purchaser all human resources and payroll information in the
Debtor's records per’cammg to the Debtor's past and current employses, including personal
information of the Assumed Employees, as defined in the APS. The Purchaser shall maintain
and protect the privacy of such information.and shall be entitled to use the personal information
provided to it in @ manner which is.in all material respects identical to the prior use of such

information by the Debtor. -

¢00121
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mm:x_énwow,msq Insolvency Act (Canada) or any other applicable federal or provincial
‘legislation, - nor shall it constitute oppressive or unfairly prejudicial conduct pursuant io
any m_u_o:nmv._m federal or provincial legislation.

14. - THIS GOURT Omwmmw AND DECLARES that the Transaction is exempt from the
application of the Bulk Sales Act (Ontario).

15. - THIS o_Oncm._,. HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or mma_am:mz,\m body having jurisdiction in Canada or in the United States to give
wjnm,o:"o_. ?mm O.&m,..mma ,ﬂ.,o assist the Receiver and its agents in carrying out the terms of this
Order. All ooc:m chsm_m qmngmﬁoa\ and administrative bodies are hereby respectfully
Bn:mwﬁma to mem mco: orders and ﬁo v_.ost such assistance to the Receiver, as an officer of
this Oo_.i mm may. Um _._mommmmé or amm:mc_m to give effect to this Order or to assist the Receiver

S SomAAT

and its mm_m:ﬁm i omS\_:@ out the terms of this Order.

S BOOK gy, T A Smﬁ

a

S Ry \.:: wmm ._
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THE RECEIVER CERTIFIES the following:

1. The Purchaser has paid and the Receiver has received the Purchase Price for the
Purchased Assets payable on the Closing Date pursuant to the APS;

2. The conditions to Closing as set out in section 4 of the APS have been satisfied or
waived by the Receiver and the Purchaser; and

3. The Transaction has been completed to the satisfaction of the Receiver.

This Certificate was delivered by the Receiver to the Purchaser at ®<Insert time> on @<Insert
date=.

DELOITTE & TOUCHE INC., solely in its
capacity as court appointed interim
receiver and receiver and manager of the
current and future assets, undertakings
and properties of Craiglee Nursing Home
Limited and not in iis personal capacity

Per:

'N‘ame:
Title:

!

F
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| | SCHEDULE B
‘ REAL PROPERTY

In respect of those lands and premises municipally known as 94, 96 & 102 Craiglee Drive,
Toronto, Ontario and 10 Shape Street, Toronto, Ontario:

; Lots 508, 509, 510, 513, 514, 523 and 524, Plan M-388,

; Part of Lot 526, Plan M-388, designated as Part 2, Plan 66R-20226,

: Part of Lot 525, Plan M-388, desighated as Part 4, Plan 66R-20228,

b Part of Lot 512, being the westerly 7 feet 10 inches, Plan M-388,

L Lot 511 (except Part 1, Plan 66R-11153), and Part of Lot 512

lying to the east of the northerly 7 fest 10 inches, Plan M-388,

City of Toronto, Land Titles Division of the Toronto Registry Office (No. 66),
being all of PIN 08432-0413(LT).

] In, respect of those Iands and premises municipally known as 9 Vanbrugh Avenue, Toronto,
- Ontano

Part of Lot 526, Plan M-388, designated as Part 1, Plan 66R-20228,

Part of Lot 525, Plan M-388, desighated as Part 3, Plan 66R-202286,

City of Toronto, Land Titles Division of the Toronto Registry Office (No, 66},
being all of PIN 06432 -0409(LT).
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SCHEDULEC
cLalms
L. GLAIMS TO BE DELETED AND EXPUNGED FROM TITLE TO REAL PROPERTY
(as of November 1, 2011)

A.  In respect of those lands and promises municipally known as 94, 96 & 102 Craiglee
Drive, Toronto, Ontario and 10 Sharpe Street, Toronto, Ontario:

1. Instrument No. AT391092 registered January 22, 2004, being a Charge/Mortgage to and
in favour of First National Financial Corporation (“First National”) securing the original
principal sum of $11,781,565.00 (“First National Charge”).

2. Instrument No. AT391093 registered January 22, 2004, being a Notice of Assignment of
Rents - General relating to the First National Charge.

3. . Instrumeént No. AT391094 registered January 22, 2004, being a Notice of Assignment of
- __Material Contracts an'd Agreem‘ents relating to the First National Charge.

4. lnstrument No AT391095 registered January 22, 2004, being a Notice of Security
. Interest reiatmg to the First Natlonal Charge

5. Instrument No. AT1017117 reglstered December 21, 2005, being a Transfer of the First
National Charge to Desjardins Financial Security. Life Assurance Company (the
“Transfer of the First National Charge”).

6. Instrument No. AT1017118 registered December 21, 2005, being a Notice of
; _‘._:iASS|gnment of Rents General relating to the Transfer of the First National Charge.

7.0 ':.,_lnstrument No AT1017119 regmtered December 21, 2005, being a Notice of
- ‘Asmgnment of Material Contracts and Agreements relatlng to the Transfer of the First
National Charge : ,
8. -Instrument No._AT10'|7120.r'egistered December 21, 2005, being a Notice of Security
* Interest relating to the Transfer of the First National Charge.
9. Instrument no. AT1019710 - registered December 23, 2005, being a Notice of an

_A'greement Amending the First National Charge.

10 g llnstrument No. AT2025023 reglstered March 8, 2009, being a Charge/Mortgage to and
it favour of Extendlcare (Canada) Inc. securlng the original principal sum of
P -f$350 000; 00 v

B, . In resnect of those Iands and premlses munlcmallv known as € Vanbrugh Avenue,
Toronto Ontano -

1. Instrument No, AT1889172 réglsteted August 8, 2'0078 being a Charge/Mortgage to and
~in favour of Scotla Mortgage Corporation securing the original principal sum of
$126 000.00.



13.

14,

. CGO126

Instrument No. A12015651 reglstered February 20, 2008, being a ChargelMortgage to

and in favour of Desjardins Finahcial Security Life’ Assurance Company securing the

original principal sum of $11,781,565.00 {the “Desjardins Charge”).

Instrument No. AT2015651 registered February 20, 2009, being a Notice of Assignment
of Rents - General relating to the Desjardins Charge.

Instrument No. AT2025023 registered March 6, 2009, being a Charge/Mortgage to and
in favour of Extendicare (Canada) inc. securing the original principal sum of
$350,000.00.

CLAIMS TO BE DISCHARGED RE PERSONAL PROPERTY

(as of November 1, 2011)

PPSA THE . EQUITABLE TRUSTCRAIGLEE NURSINGH9951006 144900436475 | | E A [0 MV
COMPANY . _. HOME LIMITED

Partial DESJARDINS ~ FINANGIAL 50061223 1120 1862 2606

hssignment [SECURITY LIFE ASSURANGE

COMPANY (Assignaa)

(A_ss{gheé)_j,.

VATERH EATER - INCOME HOMES
FUND '




DESIARDING EINANGIAL
SEGURITY LIFE ASSURANCE
COMPANY

DESJARDINS FINANCIAL
SECURITY LIFE ASSURANCE
COMPANY

T @
CRAIGLEE NURSING
HOME LIMITED

50000422 1526 1862 i
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SCHEDULED 3

PERMITTED ENCUMBRANCES EASEMENTS AND RESTRICTIVE COVENANTS

RELATED TO THE REAL PROPERTY
{unaffected by the Vesting Order)

In respect of those lands and premises municipally known as 94,96 & 102 Craiglee Drive,
Toronto, Ontario and 10 Sharpe Street, Toronto, Ontario:

1.

Instrument No. A256117 registered Descember 3, 1988, being a By-Law of the
Corporation of the Borough of Scarborough (the “Borough”) (now forming part of the
City of Toronto).

Instrument No. A375207 registered November 30, 1972, being an agreement in favour
of the Borough.

nstrument No, AB53871 registered May 27, 1980, being an agreement in favour of the

. _Borough

',-ilnstrument No E603543 registerad September 20, 2002, being an agreement in favour
;of the City. of Toronto (the “City").

‘\,_;Instrument No, AT118898 reglstered Match 11, 2003, being an Application to
S Consohdate Parcels.

Instrument No. AT118899 reglstered March 11, 2003, being an Application to
Consolidate Parcels.

Y ___lnstrument No. AT1014167 reglstered December 19, 2005, being an Application to

Consolidate F’arcels

In respeet of those Iands and. premlses mumcrpally known as 9 Vanbrugh Avenue, Toronto,
Ontario (as of February 24, 201 1) '

1.

- '-Instr.ument No. A256117 registered December 3, 1988, being a By-Law of the

. Gorporation of the Borough of Scarborough (now forming part of the City of Toronto}.

instrument No. AT118898 regmtered March 11, 2003, being an Application to

‘ 'Consolldate Parcels
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RELATED TO PERSONAL PROPERTY

(unaffected by the Vesting Order)

PPSA ENERCARE SOLUTIONSCRAIGLEE 0110408 1403 1462 E O
LIMITED PARTNERSHIP NURSING  HOMEA4404

LTD

PPSA I:NERCARE SOLUTIONSCRAIGLEE 0110408 1403 ']-462 O
LIMITED PARTNERSHIP ~ [NURSING ~ HOME@4417
- ' ' LTD

.':'*' 1o iJHEATING BOILER LOCATED AT 102 CRA!GLEE DR. TORONTO M1N2ZM/7

PPSA ki ENERCARE SOLUTIONSCRAILEE' 10602 1704 1462 | E| O
LIMITED PARTNERSHIP ~  [NURSING HOMES (8586

DOMESTIC BOILER LOCATED AT 102 CRAIGLEE DR. TORONTO M1 N2M7

5586015.2
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AMENDING AGREEMENT NO. 9

THIS AMENDING AGREEMENT is dated as of March 30, 2012

BETWEEN:

DELOITTE & TOUCHE INC., solely in its capacity as court-
appointed interim receiver and receiver and manager of the curyent
and future assets, undertakings and properties of Craiglee Nursing
Home Limited and not in its personal capacity

(the "Vendor"})
- and -

CVH (NO. 1) LP by its general partner CVH GP INC,, a
corporation existing under the laws of Ontario

(the "Purchaser')
- and -

SAC 4 INC., a corporation existing under the laws of Ontario

CONTEXT:

A,

The partics have made an Agreement of Purchase and Sale of the Assets dated
April 1, 2011 as amended by agreements dated June 8, 2011, July 15, 2011, Augpst
12, 2011, August 19, 2011, August 31, 2011, September 2, 2011, November 7, 2011
and November 17, 2011 ("Purchase Agreement').

By Assigninent dated Noveraber 14th, 2011 and in accordance with section 6.12 of
the Purchase Agreement, SAC 4 INC, assigned all its right, title and interest in the
Purchasc Agreement to CVH (Ne. I) LP by its general partner CVH GP Inc.

The parties wish to further amend the Purchase Agreement as set out below.

The words and phrases beginning with capitals have the mecanings assigned in the
Purchase Agreement unless the context otherwise requires and as noted in section 1
below.

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of
which is acknowledged, the partics agree as follows:

L.

Section 4.3(c) of the Purchase Agreement is amended by deleting "Maxch 30, 2012",
and replacing it with "May 31, 2012",

Section 1.1 definition of "Closing Date” is amended by defeting "May 15, 2012" in the
last line and replacing it with "July 15, 2012".

¢CG0130
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! 3. Except as specifically amended herein, the Purchase Agreement continues in full
| force and effect.
4, This Agreement may be executed by the parties in counterparts and delivered by way

of pdf email transmission or facsimile, with such counterparts together and such
delivery being deemed originals,

Each of the parties has executed and delivered this Agreement, as of the date nofed at the
beginning of the Agreement.

DELOITTE & TOUCHE INC., solely in its
capacity as court-appointed interim receiver and
receiver and manager of the current and future
assets, undertakings and properties of Craiglee
Nursing Home Limited and not in its personal
capacity

Per @

[ )
Name: DADbe wIe i
Title: Soraul it foie), per 4~

CVH(NO.)LP
by its general pariner
CVH GP INC. '

Per

Name: Michael Petersen
] Title: President

SAU4ING, _ Z
- 2’
Per St

T 17

Name: Robert Yoanidis
Title:  Vice-President

TOR LAWA 77857681
TI56859.4






AMENDING AGREEMENT NO. 10
THIS AMENDING AGREEMENT is dated as of Aptil 25, 2012
BETWEEN: '

DELOITTE & TOUCHE INC., solely in its capacity as court-
appointed interim receiver and receiver and manager of the current
and future assets, undertakings and properties of Craiglee Nursing
Home Limited and not in its personal capacity

(the “Vendor")
- and -

CVH (NO, 1) L? by ita general pariner CYH GP INC., a
corporation existing under the laws of Ontario

(the “Purchaser”)
-and -

SAC 4 INC,, a corporation existing under the laws of Ontario

CONTEXT:

A.  The parties have made an Agreement of Purchase and Sale of the Assets dated
April 1, 2011 ag amended by agreements dated June 8, 2011, July 15, 2011, August 12,
2011, August 19, 2011, August 31, 2011, September 2, 2011, November 7, 2011,
November 17, 2011 and March 30, 2012 ("Purchase Agreement”),

B. By Assignment dated November 14th, 2011 and in accordance with sestion 6.12
of the Purchase Agreement, SAC 4 Inc. assigned all its right, title and interest in the
Purchase Agreement to CVH (No. 1) LP by its general partner CVH GP Ine,

C. The pariles wish to finther amend the Purchase Agreement as set out below,

b, The words and phrases beginning with capltals have the meanings assigned in the
Purchase Apreement unless the context otherwise requires and as noted In section 1
below.

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of
which is acknowledged, the parties agree as follows: '

I Section 4,3(c) of the Purchase Agresment is armended by deleting “May 31,
2012”, and replacing it with "July 31, 2012",

2. Section 1,1 definition of “Closing Date” 13 amended by deleting *Juiy 15, 2012"
in the last line and replacing it with “September 15, 20127,

CG0132
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3, Exeept as specifically amended herein, the Purchase Apresment continues in full

force and effect,

4, This Agreement may be executed by the parties in counterparts and delivered by
way of pdf email transmission or facsimile, with such counterparts togsther and

such delivery boing deemed originals,

Each of the parties has executed and delivered this Agresment, as of the date noted at the

beginning of the Agreement,

78200741

DELOITTE & TOUCHE INC,, solely in its
capacity as cowrt-appointed interim receiver and
receiver and matiager of the current and future
asgets, underiakings and propesties of Craiglee
MNursing Home Limited and not in its personat
capuacity

i

Per

Name: /DA tel 2 prsne
Title:  Seme~a vice fres 00

MNathe: hael Petersen
Title: President

Per







AMENDING AGREEMENT NO, 11
THIS AMENDING AGREEMENT is dated as of July 25, 2012

BETWEEN:

DELOITTE & TOUCHE INC., solely in its capacity as court-
appointed interim recetver and receiver and manager of the current
and future assets, undertakings and properties of Craiglee Nursing
Home Limited and not in its personal capacity

(the “Vendor”)
- and -

CVH (NO. 1) LP by its general partner CVH GP INC,, a
corporation existing under the laws of Ontario

(the “Purchaser’™)
- and -

SAC 4 INC., a corporation existing under the laws of Ontario

CONTEXT:

A. The parties have made an Agreement of Purchase and Sale of the Assets dated
April 1, 2011 as amended by agreements dated June 8, 2011, July 15, 2011, August 12,
2011, August 19, 2011, August 31, 2011, September 2, 2011, November 7, 2011,
November 17, 2011, March 30, 2012 and April 25, 2012 (“Purchase Agreement”),

B. By Assignment dated November 14th, 2011 and in accordance with section 6,12
of the Purchase Agreement, SAC 4 Inc. assigned all its right, title and interest in the
Purchase Agreement to CVH (No. 1) LP by its general partner CVH GP Inc.

C. The parties wish to further amend the Purchase Agreement as set out below.

D. The words and phrases beginning with capitals have the meanings assigned in the
Purchase Agreement unless the context otherwise requires and as noted in section 1
below,

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of
which is acknowledged, the parties agree as follows!

1. Section 4.3(¢) of the Purchase Agreement is amended by deleting “July 31,
20127, and replacing it with “October 1, 2012”,

2. Section 1.1 definition of “Closing Date™ is amended by deleting “September 15,
2012” in the last line and replacing it with “November 1, 2012,

¢G0134
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3. Except as specifically amended herein, the Purchase Agreement continues in full
force and effect,

4, This Agreement may be executed by the parties in counterparts and delivered by
way of pdf email transmission or facsirnile, with such counterparts together and
such delivery being deemed originals.

Each of the parties has executed and delivered this Agreement, as of the date noted at the
beginning of the Agreement.

DELOITTE & TOUCHE INC,, solely in its
capacity as court-appointed interim receiver and
receiver and manager of the current and future
assets, undertakings and properties of Craiglee
Nursing Home Limited and not in its personal

Name: HHLTee
Title: V16 ¢ fDE/u'r

Name: Michael Petersen
Title: President

Per

78396741







AMENDING AGREEMENT NO. 12
THIS AMENDING AGREEMENT is dated as of October 1, 2012
BETWEEN:

DELOITTE & TOUCHE INC.,, solely in its capacity as court-
appointed interim receiver and receiver and manager of the current
and fiture assets, undertakings and properties of Craigles Nursing
Home Limited and not in its personal capacity

(the “Vendor”)
- and -

CVH (NO. 1) LP by its general partner CVH GP INC,, a
corporation existing under the laws of Ontario

(the “Purchaser”)
- and -

SAC 4 INC,, a corporation existing under the laws of Ontario

CONTEXT:

A.  The parties have made an Agreement of Purchase and Sale of the Assets dated
April 1, 2011 as emended by agreements dated June 8, 2011, July 15, 2011, August 12,
2011, August 19, 2011, August 31, 2011, September 2, 2011, November 7, 2011,
November 17, 2011, March 30, 2012, April 25, 2012 and July 25, 2012 (“Purchase
Agreement™).

B. By Assignment dated November 14th, 2011 and in accordance with section 6.12
of the Purchase Agreement, all % right, title and interest in the Purchase Agreement was
agsigned to CVH (No, 1) LP by its general partner CVH GP Inc.

C. The parties wish to further amend the Purchase Agreement as set out below.

D, The words and phrases beginning with capitals have the meanings assigned in the
Purchase Agreement unless the context otherwise requires and as noted in section 1
below,

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of
which is acknowledged, the parties agree as follows: -

1. Section 4.3(c) of the Purchase Agreement is amended by deleting “October 1,
2012”, and replacing it with “October 26, 2012",

CG0136
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2. Section 1.1 definitlon of *Closing Date” is amended by deleting “November 1,
2012" in the last line and replacing it with “November 30, 2012". :

3, Except as specifically amended herein, the Purchase Agreement continues in full
force and effect,

4, This Agreement may be executed by the parties in counterparts and delivered by
way of pdf email transmission or facsimile, with such counterparts together and
such delivery being deemed originals.

Bach of the parties has executed and delivered this Agreement, as of the date noted at the
beginning of the Agreement,

DELOITTE & TOUCHE INC,, solely in its
capacity as coust-appointed interim receiver and
receiver and manager of the current and future
assets, undertakings and properties of Craiglee
Nursing Home Limited and not in its persona)

capacity ‘Q
Per |

Name; DAnns € uog v
Title: <cavnve Uiia PedsigenT

CVH (NO, 1) L¥
by its genersil Partner

e ———

Per A -
Name: Michael Petersén
Title: Prosident

SAC41INC.

Per

Namne: Robert Yoanidis
Tifle: Vice-President

78398741
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AMENDING AGREEMENT NO. 13
THIS AMENDING AGREEMENT is dated as of Octaber 26, 2012

BETWEEN:

DELOITTE & TOUCHE INC.,, solely in ils capacity as court-
appointed interim receiver and receiver and manager of the current
and future assets, undertakings and properties of Craiglee Nursing
Home Limited and not in its personal capacity

(the “Vendor™)
- and -

CVH (NO. 1) LP by its general partner CVH GP INC,, a
corporation existing under the laws of Ontario

(the “Purchaser™}
-and -

SAC 4 INC,, a corporation existing under the laws of Ontario

CONTEXT:

A. The parties have made an Agreement of Purchase and Sale of the Assets dated
April 1, 2011 ag amended by agresments dated June 8, 2011, July 15, 2011, August 12,
2011, August 19, 2011, August 31, 2011, September 2, 2011, November 7, 2011,
November 17, 2011, March 30, 2012, April 25, 2012, July 25, 2012 and October 1, 2012
(“Purchase Agreement™). Q) o

B. By Assignment dated N&fmber 14th, 2011 and in accordance with section 6.12
of the Purchase Agreement, all ¥¥xright, title and interest in the Purchase Agreement was
assigned to CVH (No. 1) LP by its general partner CVH GP Ine.

C.  The partics wish to further amend the Purchase Agreement as set out below.

D. The words and phrases beginning with capitals have the meanings assigned in the
Purchase Agreement unless the context otherwise requires and as noted in section 1
below,

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of
which is acknowledged, the parties agree as follows:

1. Section 4.3(c) of the Purchase Agreement is amended by deleting “October 26,
20127, and replacing it with “November 9, 20127,

030138
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Except ag specifically amended herein, the Purchase Agreement continues in full
force and effect,

This Agreement may be executed by the parties in countarparts and delivered by
way of pdf email transmission or facsimile, with such cmm!manrts together and
such deiivery being deemed originals,

Each of the parties has executed and delivered this Agreement, as of the dats noted at the
beginning of the Agreement.

70393741

DELOITTE & TOUCHE INC,, solely in its

capacity as court-appointed intetim receiver and

recetver and manager of the current and fiture
assets, undertakings and properties of Craiglee
Nursing Home Limited and not in its personal
capacity /
Per — ? ; ))

Name: ﬁ)ﬂuw;, LTI g

Titte: IEri6f Uitk P/.' b 1 e A

Name: Michael Petersen
Title: President

Per

CGOLTo
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AMENDING AGREEMENT NO. 14
THIS AMENDING AGREEMENT with an effective date as of November 13, 2012,
BETWEEN:

DELOITTE & TOUCHE INC,, solely in its capacity as court-appointed
interim receiver and receiver and manager of the current and future assets,
undertakings and properties of Craiglee Nursing Hoe Limited and not in
its personal capacity

(the “Vendor™)

-and -
CVH(NO. 1) LP
(the “Purchaser”)

-and -

SAC 4 INC,, a corporation existing under the laws of Ontario

CONTEXT:

A. The parties have made an Agreement of Purchase and Sale of the Assets dated April 1,
2011 as amended by agreements dated May 24, 2011, July 15, 2011, August 12, 2011, August
19, 2011, August 31, 2011, September 2, 2011, November 7, 2011, Noveraber 17, 2011,
February 29, 2012, Aprl 25, 2012, July 25, 2012, October 1, 2012 and October 26, 2012
(“Parchase Agreemont™).

B. By Assignment dated November 14th, 2011 and in accordance with section 6.12 of the
Purchase Agreemeunt, all right, title and interest in the Purchase Agreement was assigned to CVH
(No. 1) LP by its general partner CVH GP Inc.

C.  The parties wish to further amend the Purchase Agreement as set out below.

D. The words and phrases beginning with capitals have the meanings assigned in the
Purchase Agreement unless the context otherwise requires.

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of which is
acknowledged, the parties agree as follows:

1. Section 2.8(c) is amended by deleting the section in fll and substituting therefor

A. “The Vendor and the Purchaser, each acting reasonably, shall use their best efforts
to agree on the estimated amount that may be repayable to or receivable from the

AMENDING AGREEMENT #14 (CRAIGLEE)
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Ministry of Health and Long-Term Care and/or the Local Health Integration
Network (together for purposes of this section 2.8(c) as amended the “MOH™} in
regard to any overpayments/credits for the period np to September 30, 2012 on or
before the Closing Date. On Closing, the Purchase Price shall be adjusted by that
amount in favour of the Purchaser if the Vendor is in a net payable position with
the MOH as of September 30, 2012 or in favour of the Vendor if the Vendor is in
a net receivable position with the MOH as of September 30, 2012 (the
“Preliminary MOH Closing Adjusiment™).

Within thirty (30) days of the Cloging (i) the Vendor and the Purchaser, sach
acting reasonably, shall use their best efforts to agree on the estimated amount
that may be repayable to or receivable from the MOH in regard to any
overpayments/eredits for the period from October 1, 2012 to the Closing Date,
and (ii) the Purchase Price shall be further adjusted, pursuant fo an undertaking to
readjust, by that amouxnt in favour of the Purchaser if the Vendor is in & net
payable position with the MOH for the period between October 1, 2012 and the
Closing Date or in favour of the Vendor if the Vendor is in a net receivable
position with the MOH for the period between October 1, 2012 and the Closing
Date (such further adjustment together with the Preliminary MOXY Closing
Adjustment is hereinafter called the “MOH Closing Adjusiment™). The Vendor
and Purchaser each agree to pay to the other any amounts owing by them in
respect of the MOH Closing Adjustment within ithree (3) Business Days of the
determination of the MGH Closing Adjustment.

The Vendor and the Purchaser have agreed that $150,000 of the Purchase Price
payable by the Purchaser to the Vendor upon the closing of the transaction
contemplated by the Purchase Agresment (the “Escrow Fand™) is to be held in
escrow to cover amounts that may be repayable to the MOH (inchiding amournts
that pertain to high intensity needs receivables, lab cost receivables, recoveries of
bad debts and in regard fo any overpayments) (the “MOII Final Adjustments™)
{or the period January 1, 2011 to the Closing Date (the “MOH Final Adjustment
Period™). On Closing, the Escrow Fund shall be deposited with Gowling Lafleur
Henderson LLP (the “Escrow Agent”) to be held and administered on the terms
of an escrow agreement (the “Escrow Agreement”) substantially in the form
attached as Appendix A to this Amending Agreement No. 14. For greater
certainty, other than the MOH Closing Adjustment and the MOH Final
Adjustments payable to the Purchaser ot the Vendor pursuant to this Amending
Agreement No. 14, there shall be no further adjustiment in the amount of the MOH
Closing Adjustment after Closing and no adjustment for any MOH recoveries
atiributable o the period afler the Closing Date.

The Vendor shall be responsible to maintain and keep the Books and Records
until the Closing Date. The Vendor and the Purchaser shall cooperate to
complete, approve and submit all filings to the MOH for the period from January
1, 2012 to December 31, 2012 in regard to any amounts that may be repayable to
or receivable from the MOH. For greater certainty, the Purchaser shall be
primarily responsible for preparstion of that porfion of the filings from the
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Closing Date 1o December 31, 2012 and the Vendor shall be primarily responsible
for preparation of that portion of the filings from Jamary 1, 2612 to the Closing
Date. The Purchaser shall be solely responsible for all filings beginning Jatuary
1, 2013. Each of the Vendor and the Purchaser agree that they shall provide to
each other their complete draft filings on or before March 31, 2013. If a party
fails to provide its complete draft filing to the other party within the required time
frame the non-defauliing party may complete the portion required and file the
return with the MOH and the defaulting party shall pay all reasonable costs
incurred by the non-defaulting pasty in connection with the preparation and filing
of the return within ten {10) Business Days of it receiving an invoice for such
preparation costs from the non-defaulting party.

The Vendor and Purchaser agree to provide a joint written instruction fo the
Escrow Agent to release finds from Escrow as follows:

() on receipt of a monthly Long-Term Care Home Payment Calculation
Netice, quarterly lab cost reimbursement notice or quarterly high intensity
need reimbursement notice (“MOH Payment Notices™) friom the MOH
relating to the MOH Final Adjustment Period indicating that any
amount(s) (including amounts that pertain to high intensity needs
receivables, Iab cost receivables, recoveries of bad debts and in regard to
any overpayments) will be recovered or withheld from any schieduled
monthly payment fo the Purchaser or will not be properly reimbursed to
the Purchaser, the Purchaser shall provide a copy thereof to the Vendor
and the Escrow Agent. To the extent that such item has not otherwise
been fully adjusted for between the Purchaser and Vendor in the MOH
Closing Adjustment, the Escrow Agent shall be directed to release an
amount equal to (A) the full amount to be recovered or witbheld or not
properly reimbursed by the MOH as indicated in the MOH Paytaent
Notice if no adjustment was made in the MOH Closing Adjustment in
respect of such amount, or (B) the difference hetween the amount to be
recovered or withheld or not properdy reimbursed by the MOH as
indicated in the MOH Payment Notice and the amount that was adjusted
for in the MOH Closing Adjustment if a partial adjustinent wasg made in
the MOH Closing Adjustment in respect of such amount, to the Purchaser
within three (3) Business Days of the Escrow Agent’s receipt of the joint
written instruction; and

(i) on receipt of correspondence from the MOH that confirms that the
reconciliations for all periods in the MOH Final Adjustment Period ate
finalized or closed and that no further amounts are owing for regular
payments, high intensity nceds or lab costs (with the parties agreeing that
such correspondence may include other phrases or terminology with
similar meaning which will be sufficient for the purposes of this section,
provided that such other phrases or terminology are satisfactory to both
partics hereto, each acting reasonably), provided that no disputes of an
MOH Payment Notice are ongoing pursuant to Section 2.8(c)(E) hereof,
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the Escrow Apent shall be directed to release the balance of the Escrow
Fund, if any, to the Vendor less any amounts not yet paid by the Escrow
Agent to the Purchaser in respect of MOH Payment Notices veceived prior
to such date.

On receipt of a MOH Paymient Notice that indicates that any amount(s) will be
credited to the Purchaser on account of a matter relating to the MOH Final
Adjustment Period which has not otherwise been fully adjusted for between the
Purchaser and Vendor in the MOH Closing Adjustment, the Purchaser shall
prompily provide a copy thereof to the Vendor and within 3 Business Days,
following issuance of the credit by the MOH, issue a cheque to the Vendor in an
amount equal to (A) the full amount credited to the Purchaser by the MOH as
indicated in the MOH Payment Notice if no adjustment was made in the MOH
Closing Adjustment in respect of such amount, or (B) the difference between the
amount to credited to the Purchaser in the MOH Payment Notice and the amount
that ‘was previously adjusted for in the MOH Closing Adjustment if a partial
adjustment was made in the MOH Closing Adjustment in respect of such amount.
The Purchaser’s obligation to remit additional credits it receives to the Vendor
will terminate on the release of all of the Escrow Funds by the Escrow Agent
except for any credits owing but not yet paid by the Purchaser to the Vendor
pursuant to MOH Payment Notices received by the Purchaser prior to such date.

The release of funds from the Escrow Fund upon receipt of the MOH Payment
Notices in accordance with the provisions above will oceur notwithstanding that
the amount to be recovered or otherwise adjusted by the MOH may be subject to
Tarther adjustment, consideration, appeal or dispute. Any dispute of a MOH
Payment Notice must be made within the time frame provided for in the MOH
Payment Notice, or if no such period is identified in the MOH Payment Notice,
then within the time period permitted by the MOH to file a dispute.

The Purchaser agrees:

(i) to pravide to the Vendor, within 3 Business Days after receipt fiom the
MOH, copies of all MOH Payment Notices, information requests, and any
other Ietters, disallowances or other notices and/or communications from
the MOII regarding recoveries, credits or other adjustments relating to the
MOH Final Adjustment Pericd;

(i)  to provide to the Vendor on Closing a letter addressed to the MOTI
substantially in the form attached hereto as Schedule “2.8(c)” authorizing
(A) the MOH to release to the Vendor all information including, without
limitation, all MO Payment Notices, information requests, and any other
letters, disallowances or other notices and/or communications, relating to
the MOH Final Adjustment Period, and (B) the Vendor to respond directly
to the MOH in connection with all MO Monthly Payment Notices,
information requests, letters, disallowances or other notices and/or
communications relating to the MOH Final Adjustment Period, in each



(I8

¢G0144
-5-

case provided that all correspondence and documentation provided to or
delivered by the Vendor in accordance with such letier is copied to the
Pirchaser; and

(iii)  to provide to the Vendor and Diversicare access to the books and records
received from the Vendor in connection with the Closing for purposes of
(A) preparing all filings to the MOH for January 1, 2012 to the Closing
Date; and (B) to review or dispute any MOH Payment Notice relating to
the MOH Final Adjustment Period.

Section 2.8(g) is amended by deleting part (1) and substituting therefor

“Should there be any dispute concerning the calculation of the Employee
Liabilities Adjustment and/or the Owned Real Property adjustments that remain
mresolved at Closing, the Purchaser and the Vendor shall cooperate in good faith
to resolve any such dispute as promptly as possible. If the Purchaser and the
Vendor are unable to resolve any dispute regarding calculation of the Employee
Ijabilities Adjustment and/or the Owned Real Property adjustments within thirty
(30} days of Closing or such Jonger peried as the Purchaser and the Vendor shall
mutually agree in writing, the Vendor and the Purchaser shall engage a mutually
agreeable independent accounting firm (the “Arbitrator™) to resolve all issues
bearing on such dispute and to determine finally the Employee Liabilities
Adjustment and/or the Owned Real Property adjustaents as of the Closing Date.
The parties agree that such resolution and determination shall be final and binding
on the Vendor and the Purchaser.”

By executing this Agreement, the Purchaser hereby acknowledges and agrees that Section
4.1(c) of the Purchase Agreement has been satisfied.

Hxcept as specifically amended herein, the Purchase Agreement continues in full force
and effect.

This Agreement may be executed by the parties in counterparts, with the executed
counterparts delivered by each party together constituting this Amending Agreement.

THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK.



CVH (NO. 1) LP by its managing general

partner CVH GF INC.

Per

MName: Michael Petersen

Title:

President
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DELOITTE & TOUCHL INC,, solely in its
capacity as court-appointed interim receiver and
recetver and manager of the current and f{uture
assets, undertakings and propertics of Craiglee
Nursing Home Limited and not in its personal

capacity Q‘)
Per '

Name: Daniel Weisz
Title; Senior Vice President

SAC 4 INC,

Per

Name: Robert Yoanidis
Title:  Vice~President

AMENDING AGREEMENT #14 (CRAIGLEE)






ESCROW AGREEMENT
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CVH (NO. 1) LP

—and —

BELOITTE & TOUCHRE INC,,

SOLELY IN ITS CAPACITY AS COURT-APPOINTED INTERIM RECEIVER
AND RECEIVER AND MANAGER OF THE CURRENT AND FUTURT, ASSETS,
UNDERTAKINGS AND PROPERTIES OF CRATGLEE NURSING HOMFE. LIMITED
AND NOT IN ITS PERSONAL CAPACITY

~and —

GOWLING LAFLEUR HENDERSON LLP,
a Limited Liability Partnership with an office at
| First Canadian Place, 100 King Strect West, Suite 1600,
Toronto, Ontario M5X 1GS, Canada
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ESCROW AGREEMENT

co014%

THIS AGREEMENT dated as of the Closing Date (as defined in the Purchase Agreement as

defined below),

BETWERN

CONTEXT:

CYHNO. 1) ILP
(the “Purchaser”)
- and -

DELOITTE & TOUCHE INC.,, solely in its
capacity as court-appointed interim receiver and
receiver and manager of the current and future
assets, undertakings and properties of Craiglee
Nursing Home Limited and not in its personal

capacity
(the “Vendor™)

(and the Purchaser and Vendor together the “Parties”)
-and -

GOWLING LAFLEUR HENDERSON LEP, a
Limited Liability Partoership with an office at 1
First Canadian Place, 100 King Street West, Suite
1600, Toronto, Ontagio M5X 1G5, Canada

{the “Escrow Agent”),

A. By an agreement of purchase and sale dated April 1, 2011, made between the Vendor and
SAC 4 Inc., as amended (the “Purchase Agreement™), the Vendor agreed to sell and
SAC 4 Inc. agreed to purchase the Purchased Assets. The Putchase Agreement was
subsequently assigned to the Purchaser.

B. It is a condition of the Closing that an escrow fund be established to hold the Escrow
Fund to provide for payment of the MOII Closing Adjustment as requited under
Amending Agreement No. 14 to the Purchase Agreement.

C. The Escrow Agent has agreed fo facilitate the purchase and sale of the Puechased Assets
pursuant to the provisions of this Agreement.

THEREFORE, the Parties and the Escrow Agent agree as follows:




1.1

¢o0148

-

ARTICLE 1
DEFINITIONS

Capitalized Terms

Capitalized terms used in this Agreement and not otherwise defined have the meanings given to
them in the Purchase Agreement.

1.2

Defined Terms

In this Agreement the following terms have the following meanings:

1.2.1

12.2

1.2.3
1.2.4
1.2.5
1.2.6

1.2.7
1.2.8

1.3

1.3.1

132

“Agreement” means this agreement, as it may be supplemented or amended by
written agreement between the Parties and the Escrow Agent.

“Claim” means any claim, demand, action, cause of action, suit, arbitration,
investlgation, proceeding, complaint, grievance, charge, prosecution, assessment or
reassessment (inchuding any appeal of application for teview) and includes the
Liscrow Agenl’s costs and/or expenses of defending itself against any claim of
liability or in any action for interpleader and any costs and/or expenses if it is
required to attend or provide evidence in a dispute between the Parties in relation to
this Agreement.

“Document” is defined in Section 7.3.
“Escrow Fund” is defined in Section 3.1,
“Kinal Release Date” is defined in Section 6.1.

“Joint Tnstraetions” means written instructions given by all the Parties to the Escrow
Agent from time to time providing for the investment, reinvestment, liguidation or
payment of all or any part of the Escrow Fund,

“Purchase Agreement” is defined in the recitals,

“Term” is defined in Section 3.3,

Certain Rules of Interpretation

In this Agreement, words signifying the singular oumber include the plural and vice
versa, and words signifying gender include all genders. Every use of the word
“including” in this Agreement is to be consttued as meaning “including, without
[imitation”.

The division of this Agreement into Articles and Sections, the insertion of headings
and the provigion of a table of contents are for convenience of reference only and do
not affect the constenction or interpretation of this Agreement,
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1.3.3 References in this Agreement to an Article or Section are to be construed as
references to an Article or Section of this Agreement uniess the context requires
otherwise,
1.4 Governing Lavw

This Agreement is geverned by, and is to be construed and interpreted in accordance with, the
laws of the Province of Ontario and the laws of Canada applicable in that Province,

1.3 Entire Agreement

This Agreement constitutes the entire agreement between the Parties and the Escrow Agent
pertaining to the administration and disposition of the Escrow Fund by the Escrow Agent, and
supersedes all prior agreements, understandings, negotiations and discussions, whether oral or
wititten, of the Parties and the Escrow Agent, There are no representations, warranties, or
conditions {inclucling any that may be implied by statute) and there are no other agreements
between the Parties and the Escrow Agent in connection with the adeministration and disposition
of the Escrow Fund except as specifically set out in this Agreement. None of the Parties or the
Escrow Agent has been induced to enter into this Agreement in reliance on, and there will be no
liability assessed, either in tort or in contract, with respect to, any warranty, representation,
opinion, advice or assertion of fact, except to the extent it has been reduced to writing and
inchided as a term of this Agreement.

ARTICLE 2
- DISCLOSURE, APPOINTMENT AND ACCEPTANCE

2.1 Appointinent and Acceptance

The Partics appoint the Escrow Agent to act, and the Escrow Agent accepts the appointment and
will act, as escrow agent in accordance with this Agreement.

2.2 Disclosare and Right to Act

The Purchaser acknowledges that the Escrow Agent acts as solicitors for the Vendor in afl
matters arising under or related to the Purchase Agreement except with respect to fulfilling its
obligations under this Agreement. The Purchaser acknowledges that no solicitor-clisnt
relationship arises between the Escrow Agent and the Pucchaser as a result of the Escrow Agent
acting as escrow agent in accordance with this Agreement.

G60149
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ARTICLE 3
ESTABLISHMENT OF ESCROW

3.1 Eserow Fond

At the time of Closing, the Vendor will deposit into escrow with the Bscrow Agent by a wire
transfer of immediately available funds, a certified cheque or a bank draft the sum of $150,000
which amount, as increased by any earnings or deereased by any disbursements or losses on
investments, will be referred to in this Agreement as the “Escrow Fund®”. The Escrow Fund will
be held by the Escrow Agent as a trust fund, to be applied in accordance with Section 2.8(¢) of
the Purchase Agreement, as amended.

3.2 Receipt
The Escrow Agent:
3.2.1 will acknowledge in writing receipt of the Escrow Fund immediately upon receipt of

same and confirm that the Escrow Fund will be held in accordance with this
Agreement; and

322 confirms that it has no ownership interest in the Escrow Fund, but is serving as

escrow holder only, and has possession of the Escrow Fund only in accordance with
this Agreement.

3.3 Term

The term of this Agreetent (the “Yerm™) will begin at the time the Escrow Agent acknowledges
in weiting receipt of the Escrow Fund, and will end on the eatlier of:

3.3.1 the cffective date of the Bscrow Agent’s resignation, as provided in Section 7.4;
33.2 the effective date of the Escrow Agent’s removal, as provided in Section 7.5; and
333 the termination of the escrow, as provided in Section 6.1.

ARTICLE 4

INVESTMENT OF ESCROW FUND

4.1 ~ Direeiion to Invest

Except as expressty provided in this Agreement, and subject to any Joint Insiructions, the Bscrow
Agent is directed 1o invest the Esctow Fund, including any interest or other proceeds earned, in
an intercst bearing deposit account or interest bearing mstruments with a Canadian chartered
bank Hsted tn Schedufe 1 to the Bank Act (Canada).
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4.2 Authorization to Disclose

Either Party may, at any time, request full particulars of the investments provided for in
Section 4,1, and upon receipt of any such request, the Escrow Agent will disclose these
particulars in writing to beth Parties.

4.3 Liguidation of Investments

The Hscrow Agent is authorized, at any time during the Term, to liquidate any portion of the
Escrow Fund coasisting of investments in accordance with its customary procedures, to provide
fonds for any payments required to be made under this Agreement,

A.4 Restricted Access to Funds

The Patties acknowledge and understand that all or any portion of the Eserow Fund invested in
interest bearing instraments (including the instruments described in Section 4.1) and, if available
before maturity, may be available only on terms which reqnite payment of break fees, make
whole premiums, or similer charges to the issuers of such instruments.

ARTICLE §
RELEASE OF ESCROW FUND

5.1 Release of Escrow Fund

At any time during the Term, the Escrow Agent may receive Joint Instructions with regard to the
application of the Escrow Fund under Section 2.8(c) of the Purchase Agreement specifying
payiment due to the Purchaser and/or the Vendor, as the case may be, and the Escrow Agent will,
within 3 Business Days of receiving the Joint Instructions pay to the Purchaser and/or the
Vendor, as the case may be, the dollar amount set out in such Joint Instructions.

ARTICLE ¢
TERMINATION OF ESCROW

6.1 Termination of liscrow

If the Term has not already ended by virtue of the Escrow Agent’s resignation or removal, the
escrow established by this Agreement will termirnate on the earlier to occur of (the *Final
Relcase Date”):

6.1.1 there being no further funds in the Escrow Fund; and

6.1.2 June 30, 2015, at which Lime any balance in the Escrow Fund will be paid to the
Vendor in accordance with Section 2.8{c) of the Purchase Agrecment.
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ARTICLE 7
DUTIES AND RIGHTS OF THE ESCROW AGENT

71 Duties of the Escrow Agent
7.1.1 Speeific Duties. The Escrow Agent will:

7.1.1.1  hold, safeguard, invest, reinvest and pay the Escrow Fund in accordance
with this Agresment;

7.1.1.2  deduct, at the time any payment of income is made from the Escrow Fund,
all amounts from the payment which the Bscrow Agent is required to
deduct purssant to applicable withholding tax laws; and

7.0.1.3  remit afll ameunts withheld under Section7.1.1.2 to the approptiate
governmental authority.

7.1.2 No Implied Duties. Except as expressly provided in this Agreement, the Escrow
Agent will have no other duties or responsibilities under this Agreement and no
implied duties or obligations will be read into this Agreement against the Escrow
Agent.

7.1.3 No Duty—Instances. Without fimiting the generality of Section 7.1.2, the Escrow
Agent will ave no duty Lo

7.1.3.1 give the Tscrow Fund any greater degree of care than required under the
applicable by-laws and rules of professional conduct cstablished by the
Law Society of Upper Canada;

7,132 invest all or any part of the Escrow Fund except as dirocted in (his
Agreenient;

7.1.33  enforce any obligation of any Person, except as exprossly provided in this
Agreement;

7.1.34  make any representation as to the validity, value, genuineness or
collectability of atty Document held by or delivered to it; or

7.1.3.5  advise any Party as (o the wisdom in selling or retaining, or taking or

refraining from taking any action, with respect to any property in the
Escrow Fund,

7.2 Liability of the Escrow Agent

The Escrow Agent will nol be liable for any action taken or not taken by it with respect to any
matter relating to this Agreement, except for its own wilful misconduct or gross negligence.
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Rights of the Escrow Agent

The Bscrow Agent will be entitled to:

7.3.1

7.3.2
7.3.3

7.3.4

7.3.8

rely upon any Joint Instructions, any judgment, court order or other judicial process,
certification, demand, notice, deed, agreement, fnstrument, security or other writing
{each being a *“Document™) delivered to it under this Agreement without being
required to determine the:

73,51  authenticity of any Document (whether the Document putports to be ah
original or a capy);

7.3.1.2  due authorization, execution or delivery of any Document;
7.3.4.3  correctness of any fact stated in any Document; or

7.3.1.4  propriety or validity of the service of any Document,

rely upon any signature believed by the Escrow Agent to be genuine;

assume that the Person purporting to give any receipt or advice or make any statement
or execute any Document in connection with the provisions of this Agreement has
been duly authorized to do so;

assume that the undersigned representative of dny Party which is an entify other than
a natural person has full power and authority to insttuct the Escrow Agent on behalf
of that Party uniess written notice to the contrary is delivered to the Escrow Agent;

in its capacity as a trustee for the benefit of the Parties, seek advice and directions
from a court having jurisdiction;

commence or defend any action ot proceeding for the defermination of any Claims,
Including a suit or action 1o interpleader;

retain at the Pariies’ sole expense, and act on the opinion, advice or information
obtained from, any independent lawyer or other expert, whether retained by the
Escrow Agent or any Party, but will not be bound fo act upon such opiniog, advice or
information and, excepl as expressty provided in this Agreement, will not be held
responsible for any losses occasioned by so refaising or not retaining any such
independent lawyer or other expert or for so acting or not so acting, as tho case may
be; and

etmploy any assistance as the Escrow Agent may, in its sole discretion, determine to
be necessary or advisable to properly discharge its duties under this Agreement and
pay, for the account of the Parties, the fees, disbursements and other cosis required
for such assistance, including legal or other services provided for in S8ection 7.3.7.
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7.4 Resignation of Escrow Agent
The Escrow Agent may resign at any time upon 5 Business Days’ prior written notice, and.

7.4.1 it the Escrow Agent has received Joint Tnstructions within the 5 Business Day period
to deliver the Escrow Fund to a named successor escrow agent, the Escrow Agent’s
resignation will take effect on the date of delivery of the Escrow Fund to the
$UCCESSOr escrow agent; of

7.4.2 if the Escrow Agent has not received the Joint Instructions desctibed above within the
5 Business Day period, the Escrow Agent’s sole responsibilities after the expiry of
that period will be to hold and safeguard (and not to invest or reinvest) the Escrow
Fund until the Joint Instructions are received pursuant to Section 7.4.1 above.

7.5 Removal of the Escxow Agent
The Parties may remove the Escrow Agent at any time by Joint Instructions, and:

7.5.1 if those Joint Instructions name a successor escrow agent, the Escrow Agent’s
removal will take effect on the date of delivery of the Escrow Fund to the successor
escrow agent;

7.5.2 if those Joint Instractions do not name a successor escrow agent the Escrow Agent’s
sole responsibilities will be to hold and safeguard (and pot to invest or reinvest) the
Escrow Fund until the Joint Instructions are received pursuant to Section 7.5.1 above,

7.6 Discharge from Duties

At the time the Escrow Agent’s resignation or removal, as the case may be, talkes effect, the
FEscrow Agent will be discharged of and from any and all further duties and obfigations arising in
connection with this Agreement.

7.1 Disagreement

If any disagreement between the Parties results in adverse claims or demands made ia relation to
the Escrow Fund or if the Escrow Agent is in doubt as to what action it should take under fhis
Agreement, the Escrow Agent:

171 will be entitled to retain the Escrow Fund until the Escrow Agent has received Joint
Instructions directing payment of the Hscrow Fund and the Eserow Agent will rely
and act on the Joint Instructions without further question by paying the Escrow Fund
as directed; and

7.7.2 will be entitledt to continue to act as legal counsel to the Vendor in connection with
any matter unconnected to any such disagreement, and ils appointment as Eserow
Agent will in no way hinder its ability to do so.
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7.8 Escrow Agent’s Compensation
7.8.1 Right to Payment and Reimbursement, The Parties will:

7.8.1.1  pay the Escrow Agent compensation (as payment in full) for the services
to be rendered by the Rscrow Agent under this Agreement in the amount
of $2,500 at the time of Closing and $750 on each anniversary of the
Closing plus FIST or other applicable taxes; and

7.8.1.2  reimburse the Escrow Agent for all reasonable expenses, disbursements or
advances incutred or made by the Escrow Agent in performance of its
duties under this Agreement (including reasonable fees, cxpenses and
disbursements of its counsel), with the exception of any such expenses,
disbursements or advances incurred by the Escrow Agent in connection
with any Claim successfully asserfed against the Escrow Agent under
Sectipn 7.2,

and each such payment or reimbursement to which the Escrow Agent is entitled will
be borne 50% by the Purchaser and 50% by the Vendor.,

7.9 Indemnity

Except to the extent that any Claim which can be brought under Section 7.2 is successfully
asserted against the Bscrow Agent, the Parties will jointly and severally indemmity and hold
harmfess the Escrow Agent (and any successor escrow agent) from and against any and all
Claims incurred or sustained by the Escrow Agent in respect of any matter ot thing done by it
under, pursuant to or in cotinection with this Agreement, or otherwise arising in connection with
its office as Escrow Ageat.

7.10 Certain Obligations of the Parties
Use of Escrow Agent’s Name. No printed or other matier in any language (including
prospectuses, notices, reports and promotional material) thal mentions the Escrow Agent’s name

or the tights, powers or duties of the Escrow Agent will be issued by or on behalf of the Parties
uniess the Escrow Agent will first have given iis specific written consent,

ARTICLE 8
OWNERSHIP FOR TAX PURPOSES

8.1 Rights and Obligations
The Vendor will:

3.1.1 be treated as the owner of the Escrow Fund for purposes of all applicable taxes;
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8.12 report, if applicable, all income, if any, that is earned on, or derived from, the Escrow
Fund as its income in the taxation year or years in which sueh income is propetly
includible; and

8.13 pay any taxes attributable to the Vendor pursuant to this Article 8.

ARTICLE 9
GENERAL

2.1 Notices

Any notice provided in connection with this Agreement will be provided in accordance with
Section 6.8 of the Purchase Agreement, with delivery to the Escrow Agent to be made to the
Escrow Agent at:

Gowling Lafleur Henderson LLP
1 First Canadian Place

100 King Street West, Suite 1600
Toronto, Ontagio M5X 1G5

Altention; CIiff Prophet and Harry VanderLugt
Facsimile No.:  416-862-7661

9.2 Severability

Bach provision of this Agreement is distinet and severable, If any provision of this Agreemett, in
whole ot in part, is or becomes illegal, invalid or unenforceable in any jurisdiction, the illegality,
invalidity or unenforceability of that provision will not affect:

9.2.1 the fegality, validity or enforceability of the remaining provisions of this Agreement;
ot

922 the legality, validity or enforceability of that provision in any other jurisdiction.

9.3 Submission to Jurisdiction

Each of the Parties and the Hscrow Agent irrevocably submits and attorns to the exclusive
Jjurisdiction of the courts of the Province of Ountario to determine all issues, whether at law or in
equity, atising from this Agreement.

9.4 Remedies Comvlative

The rights and remedies of the Parties and the Hscrow Agent under this Agreement are
cunntfative and not alternative.
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9.5 Amendment and Waiver

No sapplement, modification, amendment, waiver, discharge or termination of this Agreement is
binding unless it is executed in writing by each of the Parties and the Bscrow Agent. No waiver
of, failure to exercise or delay in exercising, any provision of this Agreement constitutes a
waiver of any other provision (whether of not similar) nor does any waiver constitute a
continuing watver unless otherwise expressly provided,

9.6 Assignment and Enurement

None of the Parties and the Escrow Agent may assign this Agreement, or any of its rights ot
obligations under this Agreement, without the prior written consent of the Parties, or the Escrow
Agont and the other Party, as the case may be, save and except that the Vendor may, upon the
approval ot direction of the court, transfer all or any of its right and obligations hereunder fo a
another receiver approved by the court, This Agreement enures to the benefit of and is binding
upon the Partics and the Escrow Agent and their respective snccessors and permitted assigns.

9.7 Counterparts

This Agreement may be executed and delivered by the Parties in one or more counterparts, each
of which when so executed and delivered will be an original.

9.8 Survival

Section 7.8 and any other provisions that would reasonably be expected to remain in force will
survive the termination of the escrow created under this Agreement, The tetmination of the
escrow created under this Agreement will not affect the rights of any Party or the Escrow Agent
to make a claim for damages arising from a breach of any provision of this Agreement which
oceurred prior fo that termination,

THE REMAINDER OF THIS PAGE HAS BEEN INT ENTIONALLY LEFT BLANK.
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Each of the Parties has executed and delivered this Agreement as of the date noted at the

beginning of the Agreement.

CVH (NO. 1) LP by its managing general partner
CVH GP INC.

Per;

Name: Michael Petersen
Title: President, CVH GP Tne,

DELOITTE & TOUCHE INC., solely in its
capacity as court-appointed interim receiver and
receiver and manager of the current and future
assets, undertakings and properties of Craiglee
Nursing Home Limited and not in its personal

capacity

Per: 4

Name: Daniel Weiéﬁ
Title: Senfor Vice President

GOWLING LAFLEUR HENDERSON LLP

Per:

Nante: Harry VanderLugt
Title:  Partner

ESCROW AGREEMENT (CRAIGLEE)
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Deloitte & Touche Inc.
181 Bay Street

Brookfield Place, Suite 1400

Torento ON M5 2V1
Canada

Tel: 416-775-7326
Fax: 416-601-6650
www.deloitte.ca

November 12, 2012

To: Craiglee Nursing Home Salaried Employees

Re: Sale of Craiglee Nursing Home to CYH (No. 1) LP

This letter is to advise you that Deloitte & Touche Inc., solely in its capacity as court-appointed interim
receiver and receiver and manager of Craiglee Nursing IHome Limited (“Craiglee’™) and not in its personal
capacity (the “Receiver”), has entered into an Agreement of Purchase and Sale, as amended, with SAC 4
Inc. dated April 1, 2011 for the sale of Craiglee’s assets to SAC 4 Inc. (the “Sale Agreement™). The Sale
Agreement was subsequently assigned to CVH (No. 1) LP (“CVH”). The sale is scheduled to be
completed on November 13, 2012 (the “Closing Date™).

As a result of the closing of the sale, your employment by the Receiver has come to an end as of the
Closing Date. In accordance with the Sale Agreement, we understand that CVH has or will be making an
offer of employment to you effective as of the Closing Date for your continued work at the facility.

We thank you for your assistance during the receivership and wish you the best of luck in the future,

Yours very truly,

DELOITTE & TOUCHE INC.

solely in its capacity as court-appointed interim receiver

and recelver and manager of the current and future assets,
undertakings and properties of Craiglee Nursing Home Limited

Hartley Bricks, MBA, CA-CIRP
Vice President

wdersbre de / Member of Deloitle Touche Tohmatsy
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Deloitte.

Deloitte & Touche Inc,

181 Bay Street

Brookfield Place, Suite 1400
Toronto ON M52 2v1
Canada

Tel: 416-775-7326
Fax: 416-601-6690
www.deloitte.ca

November 12, 2012

TO SUPPLIERS OF GOODS AND SERVICES TO CRAIGLEE NURSING HOME
Re:  Sale of Craiglee Nursing Home to CVH (No. H LLP

This letter is to advise you that Deloitte & Touche Inc., solely in its capacity as court-appointed interim
receiver and receiver and manager of Craiglee Nursing Home Limited (“Craiglee”) and not in its personal
capacity (the “Receiver”), has entered into an Agreement of Purchase and Sale, as amended, with SAC 4
Inc. dated April 1, 2011 for the sale of Craiglee’s assets to SAC 4 Ine. {the “Sale Agreement™). The Sale
Agreement was subsequently assigned to CVH (No. 1} LP (“CVH"”). The sale is scheduled to be
completed on November 13, 2012 (the “Closing Date”).

Please be advised that neither the Receiver nor Extendicare (Canada) Inc. (“Extendicare™), acting as
agent for the Receiver, is responsible for any goods and services provided by your company to Craiglee
after November 12, 2012 and that any supply agreements terminate as of that date. Invoices for any
goods and services provided to Craiglee prior to November 13, 2012 should be sent to 102 Craiglee
Drive, Ontario, MIN 2M7 and will be paid by the Receiver in the normal course. Any questions
regarding your invoices for goods or services provided to Casa Verde prior to November 13, 2012 should

be directed to Dawn McEwen of Craiglee at 416-267-2000.

Commencing November 13, 2012, supplier inquiries regarding future goods and services for Craiglee
should be directed to Dawn McEwen of Craiglee at 416-267-2000. For your information, Extendicare

will continue to manage Craiglee on behalf of CVH.

On behalf of the Receiver and Extendicare, we thank you for your support during the receivership of
Craiglee.

Yours very truly,

DELOITTE & TOUCHE INC.

in its capacity as court-appointed interim receiver and

receiver and manager of the current and future assets,
undertakings and properties of Craiglee Nursing Home Limited
and not in its personal capacity

- it
’

Hartley Bricks, MBA, CA*CIRP
Vice President

Futernbre e 7 hember of Deloltte Youche Tohmaten
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MINUTES OF SETTLEMENT
BETWHHRN
MARIANNE AMODED
-and -

DELOITTE & TOUCHE INC, , CRAIGLER NURSING BOME LIMITED AND
EXTENDICARE (CANADA) INC,

WHLRI?A") an April 28, 2009 Delolte & Touche Ing. (“Delmtte"‘) was
appointed as the Interim Receiver and Receiver and Manager of the agsefs, prnpeﬂies and
wdeviakings of Crafplee Mursing Home Limited (“Cralgloo”) pursuant fo the Ouder of Mr.
Justice C. Campbell {the “Recoivership Ovder”) in the matiyr of Desjnrdins Finaveial Scourity
Lifo Assurance Compaby (“Desjarding™ v. Craiglee Nursing Home Limited, being an
applieution issued in the Ontario Superior Court of Justice [Commencia) List, Cowt File No.
CV-09-8156-00C1, (the “Reseivership Application™);

| AND WHEREAS Extendivare (Canaday Inc. (“Exfendieare™) has beon relained
by Deloitie to neeage Craigles Nursing Home (the “Nursing Homo™y duiing the Recshvershi;

AND WHEREAS Mavienne Amodeo (*Amades”) was employed by Dalofite,
solely ip 8 capucity ns Interim Receiver and Receiver ad Mmnager of Craiglee (the
“Reesiver”), and monaged by Extendicare a4 0. parl-lime sootal worker at Craiglee puysuani lo a
coniract of employment dated Qctober 27, 2009;

AND WHEREAS Amaden’s cimploymenl with fae Recefver af Croiplee was

lerininaded on or about June 29, 2010;

MAR-B2-2REIR 1552 From! 9857255060 ID: 4163689551 Page18@2 R=054%
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AND WHEREAS follawing the termination of Amoden's smployinent with the

Receiver, Amodso bronght (i) two Applteations against Craiplee, Deloilte , Extendicare, Hartley
Bricks, Paul Tuttle, Margare Lozure, Rodriga Carlopena wnd Chantal Lakroniere purgumn to the

Qeeupativnal Teajth wnd Saiety Aclin the Ontario Labour Relations Board Fles #2264-10-01

e e

ang #2781-30-O1 {the “OHSA Appleatlang™), and (i) an Applieation to (he Human Rights
1 Tribunad of Ontario apaingt Rodiige Castagena, Chanial LaFyeniers and Gy Loder in OHRT
i - File No. 2010-07670-1 (the “OHRT Applicatlon®)
: _ AND WHEREAS Amodeo proposes to issue a Statement of Claim and
commence sh action against the Reesiver, Desjarding, Craiglee and Extendicare in the Ontario
Superlor Court of Justize {the “Propoesed Statement of Claim™);

AND WHEREAS the OHSA Applications, the OHRRT Application and the
Proposed Sumtement of Claim, are individually and collectively releved to Revein as the
“Proveedings”;

AND WIHEREAS an interin duuisﬁm; of the Viee-Chair, Patrick Kelly, Ontario

Labour Relotions Boasd, dated May 9™, 2011, (the "OFISA Tuterim Meelsion™) divecied that tho

OFISA Applivations be adiourned sine die lor n perfod of one vear W enoble the applicant,
! ; Amodeo, o obtain the consent of e relevant sntities or the leave of the Ontarlo Supetlor Court

ol Justive {the “Couet™) o progeed with the OHS A applications;

AND WHEREAS as a resuli of the mrms of' the Rueeivership Order, the OHSA
Applications and. the OHRT Application ate stiyed purswant to fhe terms of e Reeeivership

Qralor:

. AND WHERIAS a3 b vesult of the OHSA inletim Degision and the teyms of the

Receivership Drder, Amoden vequires Joave of the Court Lo enniimie prosceuting the OHSA

T B 1L L
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Applications and the OURT Applieation, wnd leave of the Cowrt 1o issue the Propused Stalemenl
of Claim:
AND WHEREAS theve is a mation scheduled in the Receivorship Application ow
March &, 2012 for (e purposes of determining whether the sty of proceedings established by
the Recoivership Qider should b Jifted tor the pwposes of nllowing ths QHSA Applications and
the QHRT Application lo proceed, snd for the purposes of allowing Amodeo 10 isswe the
Proposed Statament of Claimy,
AND WHERREAS the parlies have agresd o consent 0 an order in the
Recuoivership Application vpon fhe fenns and conditions as specficatly and exprensly sob oul
berein in these Minwes of Seitlement, ¥ifling the siay of prorccdings established by the
Reeafvership Order in reapect of tho OFISA Applications and ihe OHRT Application, and Hfting
© the stay of proceudings established by the Receivership Order precluding the Proposed Stutement
of Claltn from being fssuett,
THEREFQRE the parlies horeto Iy consideration of the terms md conditions
herelnafier set out, ngree as Tollows: *
1. Deloitie and Brisndicars consen! to ap Order withoul costs, as appended hereto oy
Appendix “A”, lifiing the stay of pracecdinga n.asiahlisheai by tha Reecivership Order in respect of
the OMSA Applizations and the QOHRT Application, and consent to Amodeo praceeding with 1he
OFISA Applications and the OFRT Application as sgeival Craiglee, Deloitte and Extendicare,

subject io piwapraphs 3 aad 4 bsfow,

2 Defoitte and Balendicare congent 1o on Order wilhout cosis, s oppended herelo as

Appendix *A”, Elting the stay of proccedingd esiablished by the Receivership Order as it applics

MAR-E9-ZBIE 15:53  From:9B5TESSHGE ID: 4163660551 ) PasetdBq R=Z5
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lo lhe Propased Statement of Clainy, for e purposes of allowing Abtedeo o issue he Proposed

Statemsent of Claim, subjeet to paragenph § below,

3 Amodeo agrees hat she shall not jsave or condinte my claim ov proceeding, including
bul ot Jimiled W the Frovecdings, apwingl mny poeson or individun} who iz named o coudd fnve
been nomed as an individual sespondent ov defemdant in any o3 all of the Proceedings or
pthevwise, inclwding but not limited o any and all of Angie Feinz, Margaret Lazure, Paul Tuttle,
Hartley Bocks, Rodidge Cavtngenn, Chantal LuFreniere, Gory Lader and any other ipdividual
named direedly or indirectly in any of the Proceadings (the “IndBiviiwal Kespondonts™).
Amoden agress that she shell fotthwith advise and condinm with the Registrars of the Ootarip
Labour Relations Board and the Ontarlo Human Rights Tribunnf that the Proceedings against
cach of the Individual Respondents pamed in the Proceedings are discontjnued and/or withdrawn
effeclive immedmately, and (hat the title of all Proceedings shul] be amended, on consent of all
parties, to remove the Individial Respontdents nanted in each of the Proceedings and lo add
inslead ay puriios, s may be necessary, Craiplee Nursing Home Limited, Extendicare (Canuda)
Ing., amt Deloiite & Touche Inc., solely in ils capacity as Interint Rocefver and Recelver and

Munusger of Craigleo Nursing Home Limdied.

4, Amodeo :;h.u]l first procesd with the OHSA Applications at the Outario Labour Retations
Board in Board File #2264-10-OF and #2781-10-OH, The OHRT Application shall be held in
aboyanco by the puriies and shall not proceed pendiag a fiua? and Hinding decision of the Ontavio
Labow Relations Board in the OSHA Applications (nchwling any appeals thercof) or the

withdrawal of the QS1IA. Applications In thoir entirely by Amodeo,

MAR-@9-2048 15153  From: 9857255868 ID: 4163669551 lé‘agelG}BS R=05%
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5. Awodeo sl tie entliled o dssue ond seive e Proposed Stwiement of Claim against
Deloitle salely in its eapacity as Intevim Receiver and Receiver and Manager of Cralglee Ninsing
Home Limiled, Oniples and Extendieary, a8 anended to remove Desjarding Financial Seeurity
Life Assurance Company as  party o (he Proposed Statenent of Claim,  The Proposed
Statoment of Claby, us issusd, shall then be beld ln aboynnee and shal} net proceed until a final
andd binding decision of the Haman Righis Fribuml in respeet of the OHRT Applicatlon has been
delivered to the parties (ncluding any pppeals thexeoR), or Amodeo has withdrawn the OHRT

Applicatton in its entirely.

6. This Aprzemens, and the wrms stated nbove nre wilhonl projudice io {he porties to e
Proveadings (as nmended) bringing any motions or applications they individually or gollectivaly
deenr necessary o appropriale to deal with any proceduni) or substsntive igsues siising o of the
Proceedings, ineinding but nol Hnited to the xight Lo mave (o sietke all or parl ol any plesding or
claim in ayy Proceedivg, but subjest to the provisions in parageaphs 4 mnd 5 above fhat the

OHRT Applicaiion and the Proposed Statement oF Claim be held iw abeymce.

7. The parites agrec that noibing conlained ju thess Minnios of Selttement and the
agrecment xeachud betweon the partles hereto shall constitute or be considered as an admizsion
of any Hability, fawlk, right of action, elaim, cause ot complainl whotsoever on the pavt of any of

the: patties to the Procvedings.

8. “These Minnies of Sertlexnenl shalk be govened by and constrned in accordance will the

taws of the Peavince of Onturio; und

MAR-P9-2812 15153  Fromi 985 TE55HEH 1Dt 4163589351 Pace 866 R=0U5%
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9. Amadeo wekiowledpes hat she has recoived independent lopal advice In rospect of this
agrecment and 1hat she has {ully understood the terms and canditions as set out in the Mintes of

Setthement and she accepts these terms tid conditions freely md voluniorily.

Mnrlanne Amodoy

Date: Murch f}?, M2 /_?f/\ ([;),,Ké) .

Deloitie & Towehe Ine,

Date:  March 2012 Per: ﬁ)

Nime:  Pactu i sty
Tieke: Feoaned vitin PRA) 10 en

1 feava enrfiorfy i bind gha Cadpreating

Txfendidcs
Per: )
Dater  Mavch 2012 Nomo: Mj{)mum j\ ‘

Title: (:Q;
{ aye anihnefly 16 “ﬂn? e Cm;u.armfmr

(,raiglcuNl}g H

Pers __ 7
Date: March 2012 Mmwe:

Titer VICE PESH aamsﬁ?: ¢ TovcHlE JH b"’”}’ ”“i" ;

! have the onthury 1o b ffre Corporadoy  CRPALI ’}’ 7 "" Kevew

and Leckiver and Mana
(:afgfa Il/(ifjatj ti;;,{al
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Court File No. CV- 09-8156-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
[COMMERCIAL LIST]

THE HONOURABLE WEDNESDAY, THE 14" DAY

JUSTICE CAMPRELL OF MARCH, 2012

BETWEEN:

i . DESJARDINS FINANCIAL SECURITY LIFE
| | ASSURANCE, COMPANY

Applicant

- and -

CRAIGLEE NURSING HOME LIMITED

Respondent

ORDER

THIS MdT TON made by Marianne Amodeo, for an order granting leave to continue (i)
Ontario Labour Relations Board applications bearing File numbers 2264-10-OH and 2781-10-
OH (the “OHSA Applications”} against Craiglee Nursing Home Ltd. (“Craiglee™), Deloitte &
Touche Inc. (“Deloitte”) and Extendicare (Canada) Inc. (“Fxtendicare™) and certain individuals

(Angie Heinz, Héuﬂey Bricks, Paul Tuttle, Margaret Lazure, Chantal Lalreniere and Rodrigo

Cartagena); (ii) an Application to the Human Rights Tribunal of Ontario against Rodrigo
Cartagena, Chantal LaFreniere and Gary Loder bearing File No. 2010-07670-1 (the “OHRT
Application™); and (iii) leave to issue a Statement of Claim (the “Proposed Statement of

Claim®), against Deloitte, Craiglee, Extendicare, and Desjardins Financial Security Life
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Assurance Company (“Desjardins™) attached as an Exhibit to the affidavit of Dylan Bethune

sworn February 14, 2012 (the “Bethune Affidavit™), was heard this day at Toronto.

ON READING the affidavit of Marianne Amodeo sworn December 30, 2011, and the
affidavit of Dylan Bethune sworn February 14, 2012, and upon being advised that this Order was

o be issued on thg Consent of Deloitte and Amodeo,

1. THIS COURT ORDERS that the stay of proceedings herein established by the Order of
Justice C. Campbell made April 28, 2009 (the “Reeeivership Order”) be and is hereby lifted in
respect of the OHSA Applications, and that leave to continue the OHSA Applications be and is
hereby granted, but only as against Craiglee, Deloitte, solely in its capacity as Interim Receiver

and Receiver and Manager of Craiglee, and/or Extendicare.

2. THIS COURT ORDERS that Angie Heinz, Hartley Bricks, Paul Tuttle, Margaret
Lazure, Chantal LaFreniere and Rodrigo Cartagena, be and are hereby removed as named parties

from the OHSA Applications.

3. THIS COURT ORDERS that the stay of proceedings herein established by the
Receivership Order be and is hereby lifted in respect of the OHRT Application, and that leave to
continue the OHRT Application be and is hereby granted, but only as against Craiglee, Deloitte,

solely in its capacity as Interim Receiver and Receiver and Manager of Craiglee, and/or

Extendicare.

4, THIS COURT ORDERS that Rodrigo Cartagena, Chantal LaFreniere and Gary Loder

be and hereby removed as named parties from the OHRT Application.
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5. THIS COURT ORDERS that leave to issue the Proposed Statement of Claim be and is
hereby granted, but only as against Craiglee, Deloitte, solely in its capacity as Interim Receiver

and Receiver and Manager of Craiglee, and/or Extendicare,

6. THIS COURT ORDERS that Amodeo shall not issue or confinue any claim or
proceeding against any individual who is named or could have been named as an individual
respondent or defendant in any or all of the OHSA Applications, the OHRT Application and/or
the Proposed Stafement of Claim (collectively, the “Proceedings™) or otherwise, including but
not limited to any and all of Angie Heinz, Margaret Lazure, Paul Tuttle, Hartley Bricks, Rodrigo
Cartagena, Chantal LaFreniere, Gary Loder and any other individual named directly or indirectly

in any of the Proceedings (the “Individual Respondents™).

7. THIS CQURT ORDERS that Amodeo shall forthwith advise and confirm with the
Registrars of the :Ontario Labour Relations Board and the Ontario Human Rights Tribunal that
the OHSA Applications and the OHRT Application against each of the Individual Respondents
are discontinued and/or withdrawn effective immediately, and that the title of proceedings in the
OHSA Applications and the OHRT Application shall be amended, on consent of all parties, to
remove the Individual Respondents named in each of these Proceedings and to add instead as
parties, as may be necessary, Craiglee, Deloitte, solely in its capacity as Interim Receiver and

Receiver and Maﬁager of Craiglee, and/or Extendicare.

8. THIS COURT ORDERS that Amodeo shall first proceed with the two OHSA
Applications before proceeding with the OHRT Application or the Proposed Statement of Claim.

The OHRT Application shall be held in abeyance by the parties and shall not proceed pending a
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final and binding decision of the Ontario Labour Relations Board in the OHSA Applications
(including any appeals thereof), or the withdrawal of the OHSA Applications in their entirety by

Amodeo.

0. THIS COURT ORDERS that Amodeo shall be entitled to issue and serve the Proposed
Statement of Claim against Craiglee, Deloiite, solely in its capacity as Interim Receiver and
Receiver and Manager of Craiglee, and Extendicare, after it is first amended to remove

Desjardins as a party to the Proposed Statement of Claim.

10.  THIS COURT ORDERS that save and except for issuance and service of the Proposed
Statement of Claim, Amodeo shall first proceed with OHRT Application before proceeding with
the Proposed Statement of Claim as issued, which shall then be held in abeyance and shall not
proceed until a final and binding decision of the Human Rights Tribunal in respect of the OHRT
Application has Eeen delivered to the patties (including any appeals thereof), or the withdrawal

of the OHRT Apﬁlication in its entirety by Amodeo.

11.  THIS COURT ORDERS that there be no costs in respect of this motion.

@/\CW )

}

ENTERED AT 7 IN
ON / BOGK NO:
LE /DANS LE REGISTRE NO).-

ﬂ MAR 15 2012

SCRIT A TORONTO




jueorddy ot 10 SIoAme ]

(xel) LeVS-€6S (91h)
(o) £L76€-€6S (91%)
(N6EZSE# DNST) TIP[OD Y

¢OE DS NO ‘000,
00§ 21ng Isey 192Mg TN T
SIOIIDIOS pUe SIAISTITRY

dTT AULANAPIN ATNVILE

JHA¥0

OINOHOQL 1B PAOUswio)y FuIpeedor]

HAILLSAL 40 J¥N02 YOTMAdAS -
OIIVINO

Juapuodssy

TILIATY TNOH ONISHAN HATIIVED pue
TO00-9S18-60-AD ON 9[%L{ 107

eorpddy

ANVINOD ADNYHASSY TATT ALTINIAS TVIONVNIA SNITEVLSEd

M




TABM



4163267520

11:44:32am.  09-19-2012
Ontarfo Labour Commission des relations ﬂ
Relations Board da travail de I'Ontario
505 Unlvarsity Avanue 505, avenue Unlversity
2nd Floor 2° dtage
Torante, Ontatlo M&G 2P1 Toronto (Ontario} M5G 2°1
Telephone; 416-326-7600 Téléphone: 416-326-7500 Dntarig
Facsimile: 416-328-7531 Télécopieur: 418-326-7531

Qur File Number/Numéro de dossier:  2264-10-0OH
2781-10-OH

September 19, 2012

TO THE PARTIES LISTED ON APPENDIX "A"

Dear Sir/Madatm:

Marianne Amodeo, v. Craiglee Nursing Home Limited,
Deloitte & Touche Inc. and Extendicare (Canada) Inc.

Marianne Amodeo, v. Craiglee Nursing Home Limited,
Deloitte & Touche Ine. and Extendicare (Canada) Inc.

Attached is a copy of the Board’s Decision dated September 19, 2012 in the above matter which
is being sent to you by facsimile, regular mail, courier or e-mail.

Sincerely,

Al

Peter Gallus
Registrar

PGk
Enclosure

116

Co01'72
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APPENDIX "A"

Ms. Marianne Amodeo

16 Hambly Avenue

Apartment B

Toronto, Ontario

MA4E 2R6

Tel. (416)764-4205

eMail: mamodeo2001@hotmail.com

Blaney McMurtry LLP

Barristers and Solicitors

2 Queen Street East, Suite 1500

Toronto, Ontario

MS5C 3G5

Attention: Mr, William D. Anderson

Tel. (416)593-3901

eMail: wanderson@blaney.com; pberry@blaney.com
Fax. (416)593-5437 -

Craiglee Nursing Home Limited

102 Craiglee Drive

Scarborough, Ontario

MIN 2M7

Aftention: Ms. Angie Heinz
Administrator

Tel. (416)264-2000

Fax, (416)267-8176

Deloitte & Touche Inc.
BCE Place, 181 Bay Street, Suite 1400
Toronto, Ontario
M5I2V1
Attention: Hartley Bricks
Vice President
Tel. (416)775-7326
Fax. (416)601-6650

Extendicare (Canada) Inc.

3000 Steeles Avenue East, Suite 700
Markham, Ontario

L3R 9W2

Attention: Peter Vanderkloet

Tel, (905)470-4000

Fax. (905)470-5588

Marianne Amodso

16 Hambly Avenue, Apt. B
Toronto, Ontario

MAE 2R6

Tel, (905)723-2319

11:44:53 a.m.

09-19-2012

2/6
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Ceo1'74
ONTARIO LABOUR RELATIONS BOARD

2264-10-OH; 2781-10-OH Marianne Amodeo, Applicant v. Craiglee Nursing Home
Limited, Deloitte & Touche Inc. and Extendicare (Canada) Inc,, Responding Parties.

BEFORE; Patrick Kelly, Vice-Chair,
DECISION OF THE BOARD: September 19, 2012

L. In my decision dated April 17, 2012 1 consolidated and amended the style of
cause with respect to these applications under section 50 of the Occupational Health and
Safety Act, R.8.0. 1990, ¢.0.1, as amended (“the Act”). The newly named responding
parties were invited to file a fresh response to the applications, which they have done, and
the applicant (or “Ms. Amodeo™) was invited to file a reply, which she also has done.

2. In their response, the responding parties have raised a number of preliminary
issues which they submit ought to result in the dismissal of these applications without a
hearing. Ms. Amodeo has responded in writing detailing why the Board should not
summarily dismiss the applications.

3. Before considering the preliminary motions, it is helpful to set out generally
what these applications are about, and what Ms. Amodeo says happened,

4, The applicant was employed as a social worker at Craiglec Nursing Home
(“the Home™) for approximately eight months, from October 2009 until late June 2010,
In the last month of her employment a new Administrator, Angela Heinz, was hired to
oversec the operation of the Home. It is the applicant’s subsequent interactions with the
Administrator, and the applicant’s eventual dismissal that prompted the applicant to file
her complaint in Board File No. 2264-10-OH (“the first application™), alleging workplace
harassment, Following the filing of the response in that matter, the applicant brought a
second complaint of workplace harassment in Board File 2781-10-OH (“the second
application”). In essence the second application was a reply to certain allegations
contained in the response to the first application. The second application raises
allegations of harassment by the Home’s Director of Care in April 2010, and refers to
certain “discipline” that apparently the applicant also considers a form of harassment.

5. I turn to the specifics of the alleged misconduct. The applicant says that the
Director of Care shouted at her in the course of a meeting on April 14, 2010 to discuss
with the applicant a resident’s treatment plan, According to the responding parties, the
applicant was issued a written warning two days later for failure to cooperate with the
Director of Care and the then Administrator, Rodrigo Cartagena. The applicant insists
that she did not receive any such discipline and did not become aware of the written
warning until November 12, 2010, at a mediation meeting in respect of the first
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application, more than four months gffer her dismissal. Nevertheless she appears to
consider the written warning as a form of harassment.

6. According to the applicant, Ms, Heinz, the newly hired Administrator of the
Home, told the applicant many times that she was to document and keep on file every
conversation she had with a resident’s family members, for purposes of any Court
litigation that might be brought against the Home. The applicant further contends that
when she raised issues about her difficultics “keeping up with the Resident Assessment
Profocols (RAPS)” at a management meeting, the Administrator told her to work harder
and to work extra hours if necessary, otherwise she might face suspension in the event
she did not complete the RAPS on time. The applicant wrote an email to various senior
management representatives setting out her concerns about Ms. Heinz, Shortly thereafter
she was terminated from employment. In the course of her termination interview, Ms.
Heinz advised the applicant that the Home was “looking for a social worker to get us out
of enforcement.” The applicant suspects that her dismissal was motivated by a belief on
the part of the Home's management that she would report alleged remdent abuse to the
Ministry of Health and Long Term Care.

7. " The responding parties submit that the application fails to disclose a violation
of the Act over which the Board could take jurisdiction. That is to say, the Board lacks
jurisdiction under the Act to deal with a dispute, like this one, in which a complainant
alleges he or she was subjected to a reprisal after making a workplace harassment
complaint, According to the responding parties, the Act only requires an employer to put
a workplace harassment policy and program in place and provide a worker with
information and instruction as appropriate. The responding parties rely upon Investia
Financial Services Inc., 2011 CanLIl 60987 (ON LRB) and Ludlow Technical Products
Canada Ltd., 2011 Can LII 73172 (ON LRB) in support of these submissions.

8. Secondly, in the alternative, the responding parties contend that the conduct
complained of by Ms. Amodeo does not constitute workplace harassment within the
meaning of the Act. The responding parties rely wpon PPL Aquatic, Fitness and Spa
Group Inc., 2012 Can LI1 77 (ON LRB) and Simcoe County District School Board, 2012
CanL.IT 395 (ON LRB).

9. Thirdly, the responding parties say that the conduct complained of does not
relate to any health and safety concern that could be covered by the Act.

10. Finally, the responding parties state that the Board should exercise its
discretion under subsection 50(3} of the Act not to inquire into the applications because
they are in reality complaints about workplace supervision and discipline and bear no
relation to physical hazards or threats in the workplace.

11. The applicant submits that the Board has jurisdiction to deal with her
complaint, citing subsections 50(2), (3) and (5) of the Act. Secondly, she submits that the
alleged harassment related to a physical hazard, namely s demand by the administrator to
work indefinite overtime, which the applicant says threatened her health. In the

4/6
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applicant’s words, “when a manager give unrealistic workloads to a subordinate and they
[sic] fail, that is bullying and hence harassment.” As I have indicated, the applicant
contends that when she complained about the administrator’s conduct, she was
terminated because the responding parties perceived that her advocacy on behalf of the
nursing home residents could lead to the closing down of the nursing home because of
alleged resident abuse.

12. I turn first to the contention of the responding parties that the conduct
complained of in both applications does not constitute workplace harassment, Even
assuming without deciding that all the applicant’s allegations are true and provable, I
agree with this submission. Workplace harassment is defined in the Act as “engaging in
a course of vexatious comment or conduct against a worker in a workplace that is known
or ought reasonable to be known to be unwelcome.” That definition would cover
behaviour such as comments or remarks that demean, ridicule, intimidate or offend; the
display or circulation of offensive pictures or printed material; bullying; and of course,
requests, suggestions or advances of a sexual nature.  The workplace harassment
provisions do not normally apply to the conduct of a manager that falls within his or her
normal work function, even if in the course of carrymg out that function a worker suffets

- unpleasant consequences.

13, In Simeoe County District School Board, supra, a teacher complained, among
other things, that one of his colleagues shouted at him in a meeting. The Beard
characterized that behaviour as a single act of rudeness that did not constitute workplace
harassment. I find that the allegation that the Director of Care shouted at the applicant in
the course of a private meeting with the applicant does not constitute a course of
vexatious conduct or comment.

14. As for the written warning, I fail to see how that can possibly constitute
workplace harassment in light of the applicant’s denial that she ever saw or was presented
the warning until months after her fermination. Surely in order to constitute workplace
harassment the impugned conduct must be directed at or against the worker and the
worker must be aware of it in the course of his or her employment,

15. Next, I consider the allegation that Ms. Heinz repeatedly reminded Ms.
Amodeo to documnent her discussions with the residents’ family members. That strikes
me as a reasonable expectation that an employer of this kind might have of its
professional staff, Ms. Amodeo did not provide particulars of the frequency of Ms.
Heinz’s reminders. She did not claim, for example, that Ms. Heinz hounded her
mercilessly. Accordingly, I find that, in the circumstances, this is not vexatious conduct.

16, I also find that Ms. Heinz’s comments regarding the applicant’s inability to
keep up with the RAPS also do not constitute a course of vegatious conduct or comment.
I do not accept the applicant’s characterization that, in suggesting the applicant work
harder and put in additional time, Ms. Heinz demanded that she work unlimited overtime
to complete an impossible task, thus potentially imperilling the applicant’s health, That
is not a reasonable interpretation of what Ms. Heinz said based on the applicant’s

5/%
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description of the incident. The worst that can be said of what happened is that Ms,
Hewnz made a blunt, unflattering assessment of the applicant’s performance and
demanded in no uncertain terms that she fulfill management’s work expectations or risk
discipline. Arguably, Ms, Heinz might have utilized greater tact and sensitivity. But as I
have stated, the reality is that sometimes the exercise of management functions - which is
what Ms. Heinz was engaging in - results in unpleasant consequences for workers, That
does not necessarily translate into workplace harassment. It does not in this case.

17, Accordingly, the applications fail to establish that the responding parties
engaged in workplace harassment. On that basis alone, these applications must be, and
are, dismissed. It is therefore unnecessary to consider the other arguments advanced by
the responding parties.

“Patrick Kelly”
for the Board
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IN THE MATTER OF THE RECEIVERSHIP OF
CRAIGLEE NURSING HOME LIMITED

Receiver’s Interim Statement of Receipts and Disbursements
for the period April 28, 2009 to November 30, 2012

. Ministry of Health Funding

. Net Proceeds from sale of Nursing Home
. Cash in bank

. Receipts from Public Guardian & Trustee
. Interest

. Insurance refund

. Total receipts

Dishursements

8,

9,
10.
11.
12.
13.
14.
15,
16.
17.
18.
19.
20.
21.
22.
23.
24,
25,
26.
27.
28.

29.

Funding to Craiglee Nursing Home
Recelver fees

Legal fees

Real estate commissions
Transfer to Escrow Fund
Discharge of mortgage on 2 Vanbrugh
HST

GST

Qperating expenses - 9 Vanbrugh
Utilities

Insurance

Bank charges

Environmental consulting
Postage and courier

Change of locks

Travel expenses

Telephone

Security

Photocopies

Filing fee

Total disbursements

Excess of receipts over disbursements

Notes:

030178

25,713,876
9,802,075
604,000
44,606
33,763

245

36,199,555

24,331,266
743,282-
301,138
263,750
150,000
109,743
106,413

24,222
22,608
11,528
2,108
1,834
1,000
484
288
223
205
140

93

70

26,070,395

10,129,160

1. The above does not include amounts currently maintained in Craiglee's operating accounts

managed by Extendicare.
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December 9, 2011

Deloitte & Touche Inc.
BCE Place

Suite 1400

181 Bay Street
Toronto, Ontario
M5J2V1

Dear Sir;

Re:  Validity and Enforceability of Security granted by Craiglee Nursing Home Limited
in favour of Desjardins Financial Security Life Assurance Company '

Deloitte & Touche Ine. was appointed as the receiver of Craiglee Nussing Home Limited
(*“Craigle¢™) pursuant to an order of the Court dated April 28, 2009. Craiglee entered into credit
facilities with First National Financial Corpotation (the “Initial Creditor”) pursvant to a letter loan
agreement dated October 10, 2002 as amended and restated by a letter loan agreement dated
October 31, 2003 as amended and assigned by a first amendment and assignment dated
November 21, 2005 (collectively, the “Loan Agreement”).

In connection with the Loan Agreement Craiglee, Roy Washington McDougall (“Roy®) and Doris
May McDougall (“Doris™) granied certain guarantees and security in favour of the Initial Creditor
which was thereafter assigned by the Initial Creditor to Desjardins Financial Security Life Assurance
Company (the “Successor Creditor™). We have reviewed the guarantees, secvrity and supporting
documents (collectively, the “Security”) sct out in Schedule “A™ attached hercto. Craiglee is
referred to herein as the “Debtor” and Roy and Doris are sometimes collectively refetred to as the
“Guarantors” and each a “Guarantor”.

You have asked us to provide you with an opinion in connection with the Security. Specifically, you
have asked us to opine on the enforceability of the Secutity in the Province of Ontario and on the
validity and petfection of the security interests, liens and charges (the “Security Interests”) created
by the Security in:

(a) the real propetty collateral (the “Real Property Collateral™) which is legally described in:

(a)  the charge/mortgage of land from the Debtor in favour of the Initial Creditor which
was 1egistered on title to the real property bearing property identification number
06432-0413 (formerly PINs 06432-0340(LT), 06432-0410{L.T), 06432-0336(L.T) and
06432-033%(LT)) as Instrument No. AT391092 on January 22, 2004 as assigned by
the Initial Creditor to the Successor Creditor pursuant to a general assignment of

Gowling Lafleur Henderson e - Lawyers « Patent and Trade-mark Agents
1 First Ganadian Place - 100 King Streat West « Suite 1600 . Toronto - Oniario - MSX 1G5 - Canada T416-862-7525 F 418-862-7661 gowlings.com
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rights dated December 2005 from the Initial to the Successor Creditor and a Transfer
of Charge registered as instrument AT1017117 on December 21, 2005 and as
amended pursuant to an agreement amending charge/mortgage dated December 20,
2005 between the Debtor, the Successor Creditor and the Guarantors (collectively, the
“Charge”); and

: (b)  the second charge/morigage of land from the Debtor in favour of the Successor
Creditor which was registered on title to the real property beating property
identification number and 06432-0409(L.T) as Instrument No. AT2015651 on
February 20, 2009 (the “Second Charge”); and

(b)  the collateral to which the Personal Properly Security Act (Ontario) (the “PPSA”) applies
and in which the a security interest was granted under the Secwrity (the “Personal Property
Security Collateral” and together with the Real Property Collateral, the “Collateral™).

We do not act for the Debtor or the Successor Creditor in this matter and did not act in the
- preparation of the Security or the registration of it.

Examination of Docaments

For the purposes of the opinions set out herein, we have examined:
i (a)  photocopies of the executed Security;

(b) copies of search results conducted in the Province of Ontario against the Debtor and
the Guarantors with the Ministry of Consumer and Business Services (Ontario) and
under the following statutes:

(9] the Bank Act (Canada);
(1)  the Bankrupicy and Insolvency dct (Canada); and
(iii)  the Execution Act (Ontario),
the resulis and cunrency of which are set out in Schedule “B” attached hereto;
{c) Ontario Personal Property Security Registration System FEnquiry Response
Certificates with a File Currency date of November 14, 2011 with respect to the

Debtor and the Guarantors, the results of which are summarized in Schedule “C”
attached hereto; and

{d)  such statutes and public records, original or copies (certified or otherwise identified to
our satisfaction) of corporate records, certificates and such other instrnments as we
have deemed necessary or appropriate for the purposes of this opinion.

For the purposes of the opinions expressed below we have considered the questions of law, made the
searches and investigations, and examined originals or copies, certified or otherwise identified to our
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satistaction, of the certificates of public officials and other certificates, documents and records, that
we considered necessaty or relevant, and we have relied without independent verification or
investigation on all statements as to matters of fact contained in the certificates, documents and
records we examined.

Assumptions and Reliances

For the purposes of the opinions cxpressed below, we have assumed, without independent
investigation or inquiry:

(@)

(b)

(©)

(d)

(c)

M

(&)

that with respect to all documents cxamined by us, the signatures are genuine, the
individuals signing those documents had legal capacity at the time of signing, all -
documents submitted fo us as originals are authentic, and certified, conformed or
photocopied copies, or copies transmitted electronically or by facsimile, conform to
the authentic original documents;

the completeness, truth, accuracy and currency of the indices and filing systems
maintained by the public offices and regisiries where we have seaiched or enquired or
have caused searches or enquiries to be made and upon the information and advice
provided to us by appropriate government, regulatory or other similar officials with
respect to those matters referred to in this letter;

the accuracy of the descripiicn of the Personal Property Collateral set out in the
Security;

that:
4] the Debtor has rights in the Collateral;
(i)  value, as that term {s defined in the PPSA, has been given to the Debtor; and

(i)  the Debtor has not agreed to postpone the time for attachment of the Security
Interests;

that the Collatcral does not include “consumer goods”, as that term is defined in the
PPSA;

that thete is and was at all relevant times a valid, legal, enforceable and subsisting
debt or other obligation owing by the Debtor to the Successor Creditor;

that the Deblor:

(D was at the time of authorization, execution and delivery of the Security, and is
now, validly constituted and existing under the laws pursuant to which it was
constituted;

Page 3
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‘ (i)  had the corporate power and authority to execute, deliver and perform its
; obligations under the Security;

(iii)  has taken all necessary corporate action to authorize the execution, delivery
and the performance of its obligations under the Security; and

{iv)  has duly executed and delivered the Security;

(h)  that the Security executed by the Debior and each of the Guarantors has not been
amended, restated, replaced, terminated or released, and remains in full force and
effect;

(i) that there are no:

(i) agreements, judgments, rulings, instruments, facts or understandings affecting
or concerning the Security, the Security Interests and/or the various principal
obligations for which the Security is granted; or

o (i)  statutory or regulatory prohibitions on, and no consents, licenses, approvals,
|- 7 anthorizations or exemptions of any federal or provincial governmental body
' or regulatory authorily required for or in connection with, the execution,
‘ delivery and performance by cach of the Debtor and the Guarantor of the
: Security or the Security Interests and/or the various principal obligations with
,: respect to which the Security is granted;

which are not apparent from a review of the Security and which wounld or might affect
the validity or enforceability of the Secuiity;

()] that the execution and delivery by the Debtor and the Guarantors of the Security, and
the performance by the Debtor and each of the Guarantors of its respective rights and
obligations under the Security did not and do not breach or contravene, and were not
and are not in conflict with, any law or regulation applicable to the Debfor or the
Guatantors or any other agreement to which the Debtor or any of the Guarantors is a

party;

(k)  that the execution, delivery and performance of obligations under the Security by the
Debtor and each of the Guarantors did not and does not constitute a preference,
fraudulent preference, conveyance, fraudulent conveyance or transfer for undervalue
under the Bankruptcy and Insolvency Act (Canada) or any provincial legislation
relating to those issues;

D that the Successor Creditor has not by implicit or explicit course of conduct, waiver,
release, discharge, cancellation, forbearance or other means, oral or written, taken any
action or steps which have, or which could or would have, altered, diminished,
suspended or otherwise affected the terms, conditions of enforceability of the Security
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ot the indebtedness, liabilitics and obligations secured by the Security or any of it;
and

(m) that the Successor Creditor did not know and did not have any reason to believe at
any time that the creation of the Security Interests was in contravention of any
agreement by which the Debtor or each of Guarantors or their respective property or
assets were bound, if there was such a contravention.

Laws Addressed

Except as stated below, the opinions expressed in this letter are limited to the laws of the Province of
Ontario and the federal laws of Canada applicable in the Province of Ontatio. In particular, without
limiting the preceding statement, we express no opinion:

(a)  with respect to the laws of any other jurisdiction, o the extent those laws may govern
any aspect of the Security or govern the validity, the perfection, the effect of
perfection or non-perfection, or the enforcement of any Security Interests, as a result
of the conflict of laws rules of the Province of Ontario; or

(b)  whether, under the conflict of laws rules of the Province of Ontario, the laws of the
Province of Ontario would govern the validity, perfection, effect of perfection or non-
perfection or enforcement of any of the Security Interests.

QOpinions

Based upon the assumptions and reliances stated above, and subject to the qualifications and
limitations stated below, we are of the opinion that:

1. The Security to which the Debtot is a party constitutes a legal, valid and binding obligation
of the Debtor, enforceable against it in accordance with its terms and would be valid and
enforceable against the trustee in bankrupicy and the estate of the Debtor.

2. The Security creates valid Security Interests in favour of the Successor Creditor as described
in that security under the laws of the Province of Ontario in any Collateral to which the PPSA
and the Bank Act (Canada) applies, to secure payment and petrformance of the obligations
secured by the Security.

3. Registration has been made in all public offices provided for under the laws of the Province
of Ontario where registration is necessary to perfect the Security Interests in favour of the
Successor Creditor, and the Security Interests would be effective against the trustee in
bankruptey and the estate of the Debtor,

Qualifications and Limitations

The opinions in the letter are subject to the following qualifications and limitations:
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The legality, validity, binding effect and enforceability of the Security are subject to and may
be limited by applicable bankruptey, insolvency, reorganization, arrangement, winding-up,
liquidation, moratorium, preference and other similar laws of general application affecting
the enforcement of creditors’ rights generally.

The enforceability of the obligations of the Debtor and the Guarantors under the Security is
subject to general equitable principles, including those relating to the conduct of parties such
as reasonableness and good faith in the exercise of discretionary powers, to laws relating to
laches, undue influence, unconscionability, duress, misrepresentation and deceit, estoppel and
waiver, and to the powers of couris to stay proceedings before them, to stay the ¢xecution of
judgments, to relieve from penalties or the consequences of default (particulatly if the default
is minor or non-substantive) and 1o grant relief against forfeiture, and the principle that
equitable remedies such as injunctive relief and specific performance are only available in the
discretion of the court.

A secured creditor may be required to give a debtor reasonable time.to satisfy any demand
for payment or performance of its obligations vnider any of the Security before exercising any
rights or remedies under it.

We express no opinion regarding the existence of, or the right, title or interest of the Debtor
or any of Guarantors in and to, any personal property. There is no title registry system in the
Province of Ontario with respect to personal property, and no office of public record in which
the title to personal property situate in the Province of Ontario may be examined.

We express no opinion regarding the ranking or priority of the Security Interests or other
interests expressed to be created by the Security.

We express no opinion as to whether the provisions of Part VII of the Financial
Administration Act (Canada) have been complied with. An assignment of federal Crown
debts which does not comply with that Act is ineffective as between the assignor and
assignee and as against the Crown. Consequently, the Creditor would not have a valid
security interest in federal Crown debts unless that Act is complied with,

The federal laws of Canada require or permit notices, filings or registrations to be made or
other steps or actions to be taken in order to preserve, perfect or protect security interests in
ceitain types of property, including, without limitation, rolling stock, vessels registered under
the Canada Shipping Act, 2001, patents, trade-marks and copyrights. To the extent that
security interests are created by the Security in any of that property, then notices, filings or
registrations under those laws may be necessary or desirable in order to preserve, perfect or
protect those security interests, We have not searched for the existence of any interests or
rights against that property under any of those federal laws, and accordingly we express no
opinion as to the creation of security interests in that property.

The PPSA imposes certain obligations on secured creditors which cannot be varvied by
contract and which may also affect the enforcement of certain rights and remedies contained
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10.

L1.

12,

in the Security to the extent that those rights and remedies are inconsistent with or contrary to
the PPSA.

We express no opinion as to the enforceability of any provision of the Security which
requites a Debtor or Guarantor to pay, ot to indemnify the Creditor for, the costs and
expenses of the Creditor in connection with judicial proceedings, since those provisions are
subject to the discretion of the court to determine by whom and to what extent those costs
should be paid.

‘We express no opinion on any provision in the Security which:

(a)  purports to restrict the access to, or waive the benefit of, statutory, legal or equitable
rights, remedies or defences;

(b)  limits rights of set-off otherwise than in accordance with applicable law,

{¢)  states that amendments or waivets of or with respect to the Security that are not in
writing will be ineffective; '

(d)  purports to bind or affect, or confer a benefit upon, persons who are not parties to the
Security; '

(e)  purports to exculpate a party from a liability or duty otherwise owed by it to another
patly; or

) provides that a certificate or a similar document will be treated as conetusive, final or
binding.

The enforceability of any provision in the Security which:

(a)  purports to sever any provision which is invalid or unenforceable under applicable
law without affecting the validity or enforceability of the remainder of the relevant
Security;

(b)  stipulates or limits the levei of damages to which a party is entitled; or

{c)  selects the juisdiction whose laws are to apply or where a dispute is to be resolved;

is subject to the discretion of a court.

We express no opinion as to licences, permits or approvals that may be required in
connection with the enforcement of the Security by the Successor Creditor or by a person on

its behalf, whether such enforcement involves the operation of the business of the Debtor or a
sale, transfer or disposition of their respective property and assets.
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13.

14.

15.

6.

17.

18.

We express no opinion as to any Security Interests with respect o any property of a Debtor
o Guarantor that is transformed in such a way that it is not identifiable or traceable, or any
proceeds of propesty of the Debtor that are not identifiable or traceable.

We express no opinion as to any Secutity Interests in any of the circumstances described in
section 4 of the PPSA, in respect of which the PPSA is stated to have no application.

We express ho opinion as to the validity of the Security Interests: (i)in any Collateral
consisting of a receivable, license, approval, privilege, franchise, permit, lease or agreement
(collectively, “Special Property”) to the extent that the terms of the Special Property or any
applicable law prohibit its assignment or the granting of security interests in it, or require, as
a condition of such assignment or prant, a consent, approval or other authorization or
registration which has not been made or given, (ii) in permits, quotas or licenses which are
held by or issued to a Debtor or Guarantor, or (iii) in growing crops.

If the Secwrity creates a mortgage, charge or securily interest in or against real property or

leases of real property or in propetty which is now or may become a fixture, or in a right to
payment under a lease, mortgage or charge of real property, the enforceability of that
mortgage, chatge or security interest may be adversely affected by the failure of the Creditor
to register the Security, that mortgage, charge or security interest or other notices in respect
of them against title to the property of the applicable Debtor or Guarantors in the appropriate
land registry, land titles or land title office.

The enforceability of the Security Interests in accouits or chattel paper as against an account
debtor of a Debtor or Guarantor, as the case may be, is subject to notice of the Security
Interest and a direction to pay to the Successor Creditor being given to that account debtor,
the terms of the contract between such Debtor or Guarantor, as applicable, and that account
debtor and any defence or claim arising ouf of the contract or a closely connected contract,
and any other defence or claim of that account debtor against such Debtor or Guarantor, as
applicable, acciuing before (he account debtor has knowledge of the Security Interest.
Furthet, the Security Interests will not be binding on that account debtor to the extent that the
debt or account is paid or otherwise discharged before notice of the Security Interests is given
to that account debtor, together with a direction to pay the account or debt to the Successor
Creditor.

Notwithstanding that the Security Interests have been perfected by registration under the
PPSA, the Security Interests in:

(a)  investment property, as that term is defined in the PPSA will be defeated by certain
claimants obfaining conirol of that property in the circumstances described in the
PPSA or in the Securities Transfer Act, 2006 {Ontatio);

(b}  instruments, chattel paper, documents of {itle or money, as those terms are defined in
the PPSA, will be defeated by certain claimants obtaining possession of that property
in the circumstances described n the PPSA or the Bills of Exchange Act (Canada);
and
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19.

20,

(c) goods (as defined in the PPSA) will be defeated by certain claimants to whom a
Debtor or Guarantor sells or leases those goods in the ordinary course of business in
the circumstances described in the PPSA.

Notwithstanding that the financing statements registered under the PPSA to perfect the
Security Interesis do not list motor vehicles (as that term is defined in the PPSA) by vehicle
identification number, and accordingly a buyer or lessee of any of those motor vehicles
which are classified as equipment (as defined in the PPSA) will take them free of the Security
Interests if the buyer or lessee bought or leased them without knowledge of the Security
Interests.

The enforceability of the Security is subject to the Limitations Aci, 2002 (Ontario).

Competing Claims to the Collateral

As mentioned above in Qualification #5, we express no opinion regarding the ranking or priority of
the Security Interests or other interests expressed to be created by the Security, However, for
informational purposes only, we note: -

The original PPSA regisiration (the “Original PPSA Registration™) against the Debtor in
favour of the Initial Creditor and the Successor Creditor bearing file number 079210305
inchides a general collateral description which may limit the recourse that the Successor
Creditor has to the Personal Property Security Collateral fo those assets described in the
Original PPSA Registration;

The Successor Creditor filed a new PPSA registration (the “New Registration™) against the
Debtor on April 22, 2009 bearing file number 652903866 which covers all Personal Property
Security Collateral, however, this New Regisiration is registered behind registrations' in
favour of (A) Her Majesty the Queen as Represented by MOF in the amount of $376,000 and
{B) Encrcare Solations Limited Partnership in the amount of $7,499 for the HCA Equipment
located at 102 Craiglee Drive, Toronto, Ontario;

On Febryary 20, 2009, the Successor Creditor registered the Second Charge against the Real
Property Collateral known municipally as 9 and 11 Vanbrugh Avenue, Scarborough, Ontario.
The Second Charge is registered behind a charge by the Debtor in favour of Scotia Mortgage
Corporation in the amount of $126,000 which was registered on September 8, 2008 as
Instrument AT1889172;

We understand that there ave outstanding source deductions for withholding tax, Canada
Pension Plan and Employment Insurance. These source deductions are subject to deemed
trosts and may have priority over the Security Interests in registered in favour of the
Successor Creditor with respect to certain of the Collateral; and

Certain claims have been filed with the Sheriff for the City of Toronte against the Debtor in
favour of the Workplace Safety and Insurance Board, the Ministry of Revenue, Revenue
Collections Branch, Her Majesty the Queen, Collection Enforcement Officer, Toronto East
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Tax Services Office and the Ministty of Revenue, Revenue Collections Branch, Insolvency
Unit,

Reliance

This opinion is solely for the benefit of its addressees in connection with the Security. This opinion
may not be relied upon in any manner by any other person and may not be disclosed, quoted, filed
with a governmental agency or otherwise referred to without our prior written consent.

Yours very truly,
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SCHEDULE “A»

SECURITY

Charge/Mortgage (“Charge”) granted by Craiglee Nursing Home Limited (“Craiglee”) in favour
of First National Financial Corporation (“FNFC*) registered on January 22, 2004 as Instrument
No, AT391092 on title to the following properties (the “Lands™):

E addresses:
10 Sharpe Street, Scarborough, Ontario (Previously, PIN 06432-0336 LT)
94 Craiglee Drive, Scarborough, Onitario (Previously, PIN 06432-0339 LT)
96 Craiglee Drive, Scarborough, Ontacio (Previously, PIN 06432-0340 LT)
102 Craiglee Drive, Scarborough, Oniario (Previously, PIN 06432-0410 LT)

06432 - 0413 LT

Acknowledgment re: Standard Charge Terms dated January 22, 2004 fiom Craiglee, Roy
Washington McDougall and Doris May McDougall in favour of FNFC attaching standard charge
terms 3616.

General Assignment of Rights (“Assignment of Rights”) dated December 2005 from FNFC to
Desjardins Financial Security Life Assurance Company (*Desjardins®) together with a nofice
and direction from FNFC to Craiglee dated December 20, 2005,

Transfer of Charge by FNFC to Desjardins registered on December 21, 2005 as Instrument
No. AT1017117 on title to the Lands.

Agreement Amending Charge/Morigage dated December 20, 2005 between Craiglee, Desjardins
and Roy Washington McDougall and Doris May McDougall together with a Notice of Security
Interest under 5. 71 of the Land Tiles Act registered on December 23, 2005 as Instrument
No. AT1019710 on title to the Lands.

Notice of Security Interest registered on December 21, 2005 as Instrument AT1017120 on title to
the Lands being a fixiure filing from Craiglee in favour of Desjardins with respect to the HVAC,
beiler, elevators and cther related and similar chattels, fixtures and equipment located on the
Lands.

Notice of Assignment of Rents - General (“General Assignment of Rents”) from Craiglee in
favour of FNFC registered on January 22, 2004 as Instrument No. AT391093 on title io the
Lands.

Assignment of General Assignment of Rents dated December 20, 2005 between FNFC and
Desjardins together with a Notice Of Assignment Of Rents —General registered on December 21,
2005 as Instrument No, AT1017118 on title to the Lands,

Assignment of Undertaking to Insure dated December 20, 2005 from FNFC to Desjardins
assigning FNFC’s interest in the Canada Mortgage and Housing Corporation Undertaking to
Insure No. 90-156-993,
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10, General Security Agreement dated January 20, 2004 granted by Craiglee in favour of FNFC
(“General Security Agreement”).

Secured Party: First Naticnal Financial Corporation
Debtor: Craiglee Nursing Home Limited
Collateral: Inventory, Equipment, Accounts, Other, Motor Vehicle

Registration Period: | 32 years
File Reference No.: | 079210305
Registration No.: 19951006 1449 0043 6475

Amendments: 20000929 1443 9065 2565

Assignment from Equitable Trust Company to First National Financial
Corporation

20000929 1443 2065 2566

Renewal for 7 years

11. Assignment of General Security Agreement dated Decembet 20, 2005 by FNFC to Desjardins,
along with a registration under the Personal Property Security Aet (Ontario) (ihe “PPSA”) with
the following registration particulars:

Seeured Pariy: Desjardins Financial Security Life Assurance Company - and -
First National Financial Corpozation

Debtor: Craiglee Nursing Home Limited

Collateral: _ Inventory, Equipment, Accounts, Other, Motor Vehicle

Registration Period: | 32 years
File Reference No.: | 079210305
Registration No.: 19951006 1449 0043 6475

Amendments: 20000929 1443 9065 2565

Assignment from Equitable Trust Company to First National Financial
Corporation

20000929 1443 9065 2566

Renewal for 7 years

20051223 1129 1862 2606

Partial Assignment to Desjardins Financial Security Life Assurance
Commpany .

20051223 1130 1862 2608

Renewal for 21 years

12, Naotice Under Section 71 of The Land Titles Aet registered on January 22, 2004 as Instrument
No. AT391094 on title to the Lands attaching an Assignment of Material Contracts and
Agreements (*Assignment of Material Contracts®) granted by Craiglee to FNFC,

13. Assignment of Assignment of Material Contracts dated December 20, 2005 granted by FNFC to
Desjardins together with a Notice Under Section 7! of the Land Titles Act registered on
Pecember 21, 2005 as Instrument No. AT1017119 on title to the Lands.

14. Assignment of Undertaking to Insure dated December 20, 2005 granted by FNFC in favour of
Desjarding re CMCH Undertaking to Insure No. 90-156-993,
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16.

17.

18.

19,

20.

21,

22,

23,

24,

25,

26.

27.

¢001931

Unlimited Guarantee and Posiponement of Claim dated Janwary 20, 2004 granted by Roy
Washington McDougall and Doris May McDougall in favour of FNFC (the *Limited
Guarantee”).

Assignment of Nursing Home License dated January 20, 2004 granted by Craiglee in favour of
FNFC.

Assignment of Nursing Home License dated December 20, 2005 granted by Craiglee ii favour of
Desjardins.

Escrow and Surrender Agreement re Nursing Home License between Craiglee and FNFC dated
January 20, 2004.

Escrow and Surrender Agreement re Nursing Home License between Craiglee and Desjardins
dated Drecember 20, 2005,

Escrow and Surrender Agreement re Servicing Agreement between Craigleo and FNFC dated
January 20, 2004,

Escrow and Surrender Agreesnent re Servicing Agreement between Craiglee and Desjardins dated
December 20, 2005, : o

ledél'fakiﬂg dafé(.i' Jﬁhuaty 20, 2004 from Craiglee, Roy Washington McDougall and Doris May
McDougall regarding negative pledge with respect to shares of Craiglee.

Undertaking dated January 20, 2004 in favour of FNFC regarding, among other things,
cost-overruns from Craiglee, Roy Washington McDougall and Doris May McDougall,

Undertaking dated January 20, 2004 in favour of Desjardins vegarding, among other things,
cost-overruns from Craiglee, Roy Washington McDougall and Doris May McDougall.

Priority Agreeiment between FNFC and Desjardings dated January 2004.

Elecironic form of Second Charge/Mortgage (“Second Charge”) in the principal amount of
$11,781,565.00 granited by Craiglee in favour of Dejardins registered on February 20, 2009 as
Instroment No. AT2015651 on title to land known municipally as 9 & 11 Vanbrugh Avenue,
Scarborough, Ontario and legally as PIN 06432-0409(L.T) being the consolidation of various
properties: firstly: part of lot 526, plan M388, designated as Part 3, Plan 66R20226, City of
Teronto (collectively, the “Vanbrugh Lands™).

Electronic forin of Notice of Assignment of Rents — General granted by Craiglee in favour of

Desjardins registered on February 20, 2009 as Instroment No. AT2015652 on title to the
Vanbrugh Lands,
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SCHEDULE “B”
SUMMARY OF SEARCHES

L. Craiglee Nmsing Home Limited (“Craiglee”)

We conducted searches in the Province of Ontario against Craiglee. Such searches were conducted under the
statutes and in the offices described below and are cuirent as of the dates outlined below:

Corporate

Jurisdiction:
Status:

Incorporation Date:

Amalgamation Date:

Corporation No,:
Registered Office
Address:

Directors:

Amalgamations:

Currency Date:

Bank Act (Canada) ~ Ontario

Ontario

Active

September 23, 1969

Janvary 1, 2001

1456195

102 Craiglee Drive

Scarborough, Ontario

MIN 2M7

Roy Washington McDougall

Celia Ann McDougall

Poris May McDougall

1* Amalgamation — December 31, 1981
Craiglee Nursing Home Limited (Corporation No. 228047)

Fair Fields Trailers Ltd. {Corporation No. 354190)
Selby Estates Limifed {Corposation No. 389588)

2™ Amalgamation — January 1, 2001
Craiglee Nursing Home Limited {Corporation No, 498622)
Multi-Care Nursing Services Lid. (Corporation No. 464796)

November 15, 201 |

Canadian Secwrities Registration Systems’ Confirmation Letter re Bank Act Security - Section 427 dated
November 16, 2011 has been obtained reflecting that there were no registrations of Notices of Intention against
the company names listed below as of November 15, 201 1 under this statute:

(A)  Craiglee Nursing Home Limited;
(B) Multi-Care Nursing Services Ltd.;
(C)  Fair Fields Trailers Ltd.; and

(I} Selby Estates Limited.
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Bankruprey and Inselvency Act (Canada)

Searches conducted in Ontario on November 16, 2011 pursuant to the Bankruptcy and Insolvency Act (Canada)
in the Office of the Superintendent of Bankruptey, Industry Canada (current to November 10, 2011) disclosed
the following regisiration in the Office of the Superintendent for all the Districts and Divisions in Canada:

Estate Number: 31-455914

Estate Name: Craiglee Nursing Home Limited
Province; Oatario

Address: 102 Craiglee Drive, Scarborough, Ontario MIN 2M7
Estate Type: Receivership

Date of Proceeding: April 28, 2009

Total Liabilities: $0.00

(as declared by Debtor)

Toial Assets: ' $0.00

(as declared by Debtor)

Appointed Trustee or Deloitte & Touche Inc.Jim Cook
Administrator:

Searches conducted on November 16, 2011 pursuant to the Bankruptcy and Insolvency Act (Canada) in the
Office of the Superintendent of Bankruptcy, Industry Canada {current to November 10, 2011) disclosed that no
registrations appear apainst the company names listed below in the Office of the Superintendent for all the
Districts and Divisions in Canada:

(A)  Multi-Care Nursing Services Lid.;
(B)  Fair Fields Trailers Ltd.; and
© Selby Estates Limited,

Execution Act (Ontario)

A certificate issued by the Sheriff of the City of Toronto dated November 16, 2011 disclosed the following
filings: ‘

(A)  Craiglee Nursing Home Limited

(i} Execution No. 08-0005721
Issue Date: June 24, 2008
Effective Date: June 23, 2008
Tribunal No.: 000000600000
Creditor: Workplace Safety and Inswrance Board
Judgement: $43,739.58
Interest Rate: 12.00%
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(ii} Execution No. 09-0003111
Issue Date: March 30, 2009
Effective Date: April 14, 2009
Tribunal No.: 7430423 T753
Court Type: Other
Jurisdiction: MOR
Creditor: Ministry of Revenue, Revenune Collections Branch
Comments: $17,250.05 and interest at a 7% per year compounded daily from March 26, 2009

(iii) Execution No. §9-0005610
Issue Date: March 2, 2009
Effective Date: June 24, 2009
Tribunal No.: ITA-2937-09
Court Type: Other
Jurisdiction: FED
Creditor: Her Majesty the Queen, Colieciion Enforcement Officer, Toronto East Tax Services
Office
Comments: Court Fees for this Writ $30.00
Total $926,549.26 '
And also interest compounded daily at the rate prescribed under the fucome Tax Act applicable from
time to fime on the sum of $926,519.26 from February 26, 2009 to the day of payment besides
Sheriff's fees and costs of execution.

(iv) Execution No. 09-0009234
Issuc Date: September 11, 2009
Effective Date: September 25, 2009
Tribunal No.: 101188191 TE0GO01
Court Type: Other
Jurisdiction: MOR
Creditor: Ministry of Revenue, Revenue Collections Branch, Insolvency Unit
Comments: $367,819.48 and interest at 6% per year compounded daily on the sum of $367,819.48
from September 11, 2009

(B)  Muiti-Care Nursing Services Lid. — No filings.
(C)  FairFields Trailers Ltd. — No filings.
(D)  Selby Estates Limited — No filings.

These are local searches and would only reveal any writs of execution filed in the Region or Municipality named
therein.
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Searches conducted on November 16, 2011 for litigation c¢laims filed with The Superior Court of Justice in
Toronto revealed the following filings:

FILE CASE CASE PARTIES CASE TYPE LAST LAST NOTES
NUMBER OPENED STATUS EVENT EVENT
DATE RESULT DATE
INFORMAT
10N
CvV04CV26 | Janwary | Inactive | Staffson Cl. ODA ~ April 25, | Craigiee Nursing
24700000 22, 2004 Management Construction | Order 2008 Home Limited is
[nc. Lien Dismissing a Defendant in
Craiglee Action this matter
Nursing Home
Limifed et al
CV04CV2T | August Inactive | EPI Fire CL NA NA Craiglee Nursing
46350000 25, 2004 Protection Tne, | Construclion Home Limited is
.o vs. Finn Lien a Defendant in
Electric Inc., et this matter
al
CVO7CV33 | April 16, | Inactive | Skene,K.vs. | TPl Tort: ODA March | Craiglee Nursing
12380000 2007 Craiglee Personal Order — 20,2008 | Home Lindifed is
Nursing Home | Injury (other | Dismissing a Defendant in
Lid, ihan from Action this matter
MVA)
CV0900372 | February | Inactive | 1677249 CM ORCD - June 27, | Craiglee Nursing
1160000 10, 2009 Ontario Inc. v. | Contract Order Case | 2011 Home Limited is
Craiglee Law Dismissed a Defendant in
Nursing Home this matter
Limited et al
CV090038) | June 4, Inactive | City of Toronto | ENP NA NA Craiglee Nursing
1940000 2009 v. Craiglee Enforcment Home Limited is
Nursing Home | of POA a Respondent in
Limited Ceriificate this matter

Bulk Sales Act (Ontario)

Searches conducied on November 16, 2011 for statements of creditors filed with the local registvar for the court
in the City of Toronto against Craiglee Nursing Home Limited, Multi-Care Nursing Services Ltd., Fair Fields
Trailers Lid. and Selby Estates Limited did not reveal any such statements as of November 16, 2011. These
searches ate conducted five years back. These are local searches and would only reveal statements of creditors
filed in the Region ot municipality named therein.

Personal Property Securify Act

Certificates obtained in Ontario pursuant to this statute tevealed the registrations against Craiglee as of file
currency dates shown under Schedule “C” attached hereto.
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2. Doris May McDougall (“Doris*)

We conducted searches in the Province of Ontario against Doris, Such searches were conducted under the
statutes and in the offices described below and are cursent as of the dates outlined below:

Bankruptey and Insolveney Act (Canada)

Searches conducted on November 16, 2011 pursvant to the Bankrupicy and Insolvency Act (Canada) in the
Office of the Superintendent of Bankrupicy, Industry Canada {current to November 10, 2011) disclosed that no
registrations appear against Doris in the Office of the Supetintendent for all the Districts and Divisions in
Canada.

Execution Acf (Ontario}

A certificate issued by the Sheriff of the City of Toronto dated November 16, 2011 disclosed the following
filings against Dotis May McDougall;

(i)  Execution No. 11-0004965
Issue Date: May 5, 2011
Effective Date: May 9, 2071
Tribunal No.: CV10-410956
- Court Type: SCJ-CIVIL ‘
Creditor: Desjardins Financial Security Life Assurance Company
- Judgement: $12,049,040,47
Costs: $1,625.00
Interest Rate: 7.13%

Litigation

Searches conducted on November 16, 2011 for litigation claims filed with The Supetior Court of Justice in
Toronto revealed the following filings:

FILE CASE CASE PARTIES CASE LASTEVENT | LAST | NOTES
NUMBER OPENED | STATUS TYPE RESULT LVENT
DATE INFORMATIO | DATE
N

CV100041095 | September | Inactive | Desjardins ME JU - Judgment | April MeDougall,

60000 22,2010 Financial Morlgage or 11, Doris May and
Security Life | Charge 200N McDougall,
Assurance Roy
Company v. Washington are
McDougall et Defendants in
al this matier

Lersonal Property Security Act

Certificates obtained in Ontario pursuant fo this statute revealed the registrations against Doris as of file
currency dates shown under Schedule “C” to this summary.
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3. Rov Waslhington McDougall (“Roy*)
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We conducted searches in the Province of Ontario againsi Roy. Such searches were conducted under the
statutes and in the offices described below and arve current as of the dates outlined below:

Bankraptey and Insolvency Act (Canada)

Searches conducted on November 16, 2011 pursuant to the Bankrupicy and Insolvency Aet (Canada) in the
Office of the Supetintendent of Bankmptey, Industry Canada (current to November 10, 2011) disclosed that no
registrations appear against Roy in the Office of the Superintendent for all the Districts and Divisions in Canada.

Execution Acf (Qutario)

A ceitificate issued by the Sheriff of the City of Toronio dated November 16, 2011 disclosed the following
filings against Roy Washingion McDougalt:

Litigation

(M

Execution No, 11-0004965

Issue Date: May 5, 2011
Effective Date: May 9, 2011
Tribunal No.: CV10-410956
Court Type: SCI-CIVIL ]
Creditos: Desjardins Financial Security Life Assurance Company

Judgement: $12,049,040.47

Costs: $1,625.00
Interest Rate; 7.13%

Searches conducted on November 16, 2011 for litigation claims filed with The Superior Court of Justice in
Toranto revealed the following filings:

FILE CASE CASE PARTIES CASE LAST EVENT LAST NOTES
NUMBER OPENED STATUS TyrE RESULT EVENT
DATE INFORMATION DATE
CV100041 | September | Inactive | Desjardins | ME JU - Tudgment April McDougall, Doris
09560000 22,2010 Financial Mortgage 1, May and
Security Life | ar Charge 2011 McDougall, Roy
Assurance Washington are
Company V. Defendants in this
McDougall matter
et al

Personal Praperty Securify Act

Certificates obtained in Ongario pursuant to this statute revealed the registrations against Roy as of file cwironcy
dates shown under Schedule “C” attached hereto.
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SUMMARY OF PPSA SEARCHES

GGO138

Desjardins
Financial

-Security Life

Assurance

~ Company

of rents and general
security agreement re: 96
and 102 Craiglee Drive,
Scarborough, Ontario

Name of Debtor: Craiglee Nursing Home Limited
File Currency Date:  November 14, 2011
FiLE No./ COLLATERAL FINANCING
SECURED PARTY REGISTRATION NO, CLASSIFICATION / CHANGE STATEMENTS
DESCRIPTION

First National 079210305/ Inventory, Equipment, 20000929 1443 9065 2565

Financial 19951006 1449 0043 6475 | Accounts, Other , Motor Assipnment from Equiiable

Caorporation Vehicle Trust Company o First

National Financial Corporation
- and - GCD: General assignmend

20000929 1443 9065 2566
Renewal for 6 years

20051223 1129 1862 2606
Partial assipnment to Desjarding
Financial Security Life
Assurance Company

20051223 1130 1862 2608
Renewal for 21 years

Her Majesty the
Queen as
Represented by
MOF
{RST/EHT/CT)

612974196/
20050228 1039 1031 9160

Inventory, Equipment,
Accounts, Other

Amount: $376,000

GCD: CT# 7430-423
EHTH 111-251-712
MOF# 14601-50051 {535)
2005-02-28
EHT#118-523-667
EHT#111-251-712
EHT#111251712

20100216 1512 1031 2066
Amendment (o increase amount
of Nab to $376,000.57

20100216 1519 1031 9068
Renewal for 5 years
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Partnership

2 storage tanks located at
102 Craiglee Dr. Taronto,
ON MIN 2M7

Amount: $12,581

No Fixed Maturity Date

FILE No./ {COLLATERAL FINANCING
SECURED PARTY REGISTRATION NO, CLASSIFICATION / CHANGE STATEMENTS
DESCRIPTION
Enercare 646034499/ Equipment *Note: Craiglee Nursing
Solutions 20080612 1403 462 9218 Homes is shown as debior
Limited GCEx: HVAC Equipment
Partnership located at 102 Craiglee Dr. | 20090428 1404 1462 3507
Toronto, ON, M1IN 2M7 Amendinent to correct error in
name of securéd party "The
Amount: $7,499 Consumers' Waterheater
Income Fund” {0 "Waterheater
Operating Limited Partnership”
20110119 1704 1462 5107
Amendmnent — secured party has
changed its name from
Waterheater Operating Limited
Partnevship to Enercare
Solutions Limited Parinership
20110610 1406 1462 0783
. Renewal for 3 years
Desjairdins 652503866/ Inventory, Equipment, - 20090427 1042 1862 5675
Financial 20090422 1526 1862 5473 ; Accounts, Other Amendment to remove
Security Life duplicate secured perty so only
Assurance one listing remains and to
Cowmpany amend the collateral description
to inciude inventory
Enercare 668952612/ Equipment, Other *Note: Craiglee Nursing
Solutions 20110408 1403 1462 4417 Haowne Ltd. is shown as debtor
Limited GCD: Heating boiler
Partnership located at 102 Craiglee Dr.
Toronto MIN 2M7
Amounl: $7,201
No Fixed Maturity Date
Enercare 668952486/ Equipment, Qther “Note: Craiglee Nursing
Solutions 20110408 1403 1462 4404 Home Ltd. is shown as debtor
Limited GCD: Domestic boiler and

Enercare
Solutions
Limited
Partnership

670367232/
20110602 1704 1462 8586

Equipment, Other

GCD; Domestic boiler
located at 102 Craiglee Dr,
Toronto, ON MIN 2M7
Amount: $9,701

No Fixed Maturity Datg

*Note: Craiglee Nursing
Homes is shown as debtor
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2 Name of Debtor:
File Currency Date:
No registrations found,
3 Nanie of Debtor:
File Currency Date:

No registrations found.

4, Name of Debtor:

File Currency Date:

No registrations found,

Multi-Care Nursing Services Lid.

November 15, 2011

Fair Fields Trailers Lid.

November 15, 2011

Selby Estates Limited
November 15, 2011

65000

5. Name of Debtor: Doris MeDougall
File Currency Date:  November 14, 2011
FiLE No./ COLLATERAL FINANCING
SECURED PARTY REGISTRATION N0, -CLASSIFICATION/DESCRIPTION CHANGE
STATEMENTS
1. Heonda Canada 649894671/ Consumier Goods, Motor Vehicle *Note: DorisE.

Finaace Inc,

20080319 1949 1531 0198

Amount: $33,375; Maturity Date:
March 13, 2012

2008 Honda CRV VIN#
5J6REAB5XS1.809445

Finance Inc. 20081112 19421531 0360 McDougall is
Amount $17,424; Maturity Date; shown as debtor
November 8, 2012 {dob March 25,
2009 Honda Fit VIN# 1927)
JHMGES85495805322
6. Name of Debtor: Roy McDougall
File Currency Date:  November 14, 2011
FILE No./ COLLATERAL FINANCING
SECURED PARTY REGISTRATION No, CLASSIFICATION / DESCRIPTION CHANGE
STATEMENTS
1. Hongda Canada 643498515/ Consumer Goods, Motor Vehicle *Note: Loma M.

McDougall (dob
August 4, 1962)
and Roy W.
McDougall (dob
June 6, 1931) are
shown as debtors.

Page 3




o201

SCHEDULE “D»

SUMMARY OF SUB-SEARCH OF TITLE

A, Description of Property: 9 & 11 Vanbrugh Avenue, Scarborough, Ontarie

Municipal Address:

Registered Owners:

Subsearch as of:
Short Legal
Description:
PIN Number:

Registered
Encumbrances:

9 & 11 Vanbrugh Avenue, Scarborough, Ontarto

Craiglee Nursing Home Limited

November 16, 2011

Consolidation of various properties: Firstly: Part of Lot 526, Plan M388, designated as
Part 1, Plan 66R20226; Sccondly: Part of Lot 525, Plan M388, designated as Part 3,
Plan 66R20226, City of Toronto

06432-0409 (LT)

Application to Change Name of Owner from Multi-Care Nursing Services Ltd. to
Craiglee Nursing Home Limited registered on Janwary 29, 2001 as Instrument No,
E389708

Plan of Reference re Plan of Survey of lots 525 & 526, Plan 66M388, Scarborough,
City of Toronto registered on February 18, 2003 as Instrument Ne. 66R20226
Application to Consolidaie registered on March 11, 2003 as Instrument
No. AT118898

Chatge granted by Craiglee Nursing Home Limited in favour of Scotia Morigage
Corposation in the amount of $126,000 registered on September 8, 2008 as
Instrument No, AT1889172

Charge granted by Craiglee Nursing Home Limited in favour of Desjardins
Financial Secwrity Life Assurance Company in the amount of $11,781,565
registered on February 20, 2009 as Instrument No. AT2015651

Notice of Assignment of Rents General granied by Craiglee Nursing Homes Limited
in favour of Desjardins Financial Security Life Assurance Company registered on
February 20, 2009 as Instroment No. AT2015652

Charge granted by Craiglee Nursing Homes Limited in favour of Extendicare
(Canada) Inc. in the amount of $350,000 registered on March 6, 2009 as Instrument
No. AT2025023
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B. Description of Property: Craiglee Drive, Searborough, Outario Property

Municipal Address:

Regpisterad Owners:
Subsearch as of;:

Short Legal
Description:

PIN Number:

Regpistered
Encumbrances:-

10 Sharpe Street, Scarborough, Ontario
94 Craiglee Drive, Scarborough, Ontario
96 Craiglee Drive, Scarborough, Ontario
102 Craiglee Drive, Scarborough, Ontario

Craiglee Nursing Home Limited

November 16, 2011

Consolidation of various propertics Lots 508, 509, 510, 513,514, 523, 524 on Plan
M388; Part of Lot 526 on Plan M383 designated as Part 2 on Plan 66R20226, Part of
Lot 525 on Plan M3 388 designated as Patt 4 on Plan 66R20226; Part of Lot 512 being
the Westerly 7 feet 10 inches on Plan M388; Lot 511 (except Part 1 on Plan
66R11153), Part of Lot 512, lying to the East of the Northerly 7 feet 10 inches on
Plan M388; Scarborough, City of Toronto

06432-0413 (LT)

Notice of Agreement with The Corpordtion of the Borough of Scarborough
registered on November 30, 1972 as Instrument No. A375207

Plan of Reference registered on July 26, 1979 as Instrument No, 66R11153
Notice of Agreement with The Corporation of the Borough of Scarborough
registered on May 27, 1980 as Instrument No. A853871

Application to Change Name of Owner from Multi-Care Nursing Sexvices
Ltd. to Craiglee Nursing Home Limited registered on January 29, 2001 as
Instroment No, E389708

Notice of Agreement between Craiglee Nursing ome Limited and City of
Toronto registered on September 20, 2002 as Instrument No. F603543
Application (General) fo Change Name of Owner from Craiglee Nursing
Home Ltd to Craiglee Nursing Home Limited registered on September 27,
2002 as Instrument No. AT4936

Plan of Reference re Plan of Swvey of Lots 525 & 526, Plan 66M388,
Scarborough, City of Toronto registered on February 18, 2003 as
Instrament No. 66R20226

Application to Consolidate registered on March 11, 2003 as Instrument
No. AT118898

Application to Consolidate registered on March 11, 2003 as Instrument
No, AT118899

Charge pranted by Craiglee Nursing Home Limited in favour of First
National Financial Corporation in the amount of $11,781,565 registered on
JTanwary 22, 2004 ag Instrument No. AT391092

Notice of Assignment of Rents General granted by Craiglee Nursing Home
Limited in favour of First National Financial Corporation registered on
January 22, 2004 as Instrument No, AT391093
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Notice attaching Assignment of Material Contracts and Agicements
granted by Craiglee Nursing Home Limited in favour of First National
Financial Corporation in the amount of $11,781,565 registered on Janvary
22, 2004 as Instroment No. AT391094

Notice of Security Interest in the amount of $11,781,565 registered on
January 22, 2004 as Instrument No, AT391095

Application to Consolidate registered December 19, 2005 as Instrument
No. AT1014167

Transfer of Charge referenced as Instrument No. AT391092 granted by
First National Financial Corporation in favour of Desjardins Financial
Security Life Assurance Company, registered on December 21, 2005 as
Instrument No, AT1017117

Notice of Assignment of Assignmeni of Rents General referenced as
Instrument No, AT391093 granted by First National Financial Corporation
in favour of Desjardins Financial Security Life Assurance Company
registered on December 21, 2005 as Instrument No, AT1017118

. Notice under s, 71 of Land Titles Act attaching Assignment of Assignment

of Material Contracts and Agreements granted by First National Financial
Corporation to Desjardins Financial Security Life Assurance Company re
Instrument No. AT391094 registered December 21, 2005 as Instrument
No. AT1017119

Notice of Security Interest by Desjardins Financial Security Life
Assurance Company registered on December 21, 2005 as Instrument No,
AT1017120

Notice by Desjardins Financial Security Life Assurance Company
registered to Craiglee Nursing Home Limited registered on December 23,
2005 as Instrument No. AT1019710

Charge in the amount of $350,000.00 granted by Craiglee Nursing Home
Limited in favour of Extendicare (Canada) Inc, registered March 6, 2009
as Instrument No. AT2025023
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FIRSTNATIONAL

FINANCIAL LP

&

December 14, 2012

Craiglee Nursing Home Limited,
Attn: R, McDougall

102 Craiglee Drive
Scarborough, Ontario
MIN 2M7
MORTGAGE STATEMENT
Mortgage No 504680
Mortgagor(s): Craiglee Nursing Home Limited.
Attn: R. McDougall
Property Address; 102 Craiglee Drive
Scarborough, ON
Closing Date: December 14, 2012
Interest Rate 7.13% Principal & Interest 81,790.00
Payment Prequency Monthly Property Tax 31,569.27
Maturity Date January 1, 2026 Escrow 0.00
Next Payment Date January 1, 2013 TOTAL PAYMENT 113,369,27
Principal Balance $10,484,843.31
Accrued Interest to December 14, 2012 33,349.97
Late Interest 3,097,223.85
Tax Account Balance - DEBIT (CREDIT) ( 26,738.57)
Discharge Fee 550,00
Escrow Balance - DEBIT (CREDIT) 0.00
Quistanding Adminisiration Fees 865.00
Suspense 0.00

Total Amount Required in Certified Funds by 1:00 p.m. on December $ 13,590,093.56
14, 2012
CONDITIONS
This statement is correct only if all payments up to and including December 14, 2012 have been made and honcured
and is subject to the correction of any errors or omissions. Should this transaction not close prior to the next payment
due date then this statement will be void and First National Financial LP will require the January 1, 2013 payment made
and a new statement requested.

Should the mortgage be in arrears, the “Principal Balance” will be as at the due date of the last paid installment. All
taxes and other charges paid by us from the time of preparation to the closing date and not indicated on this staterent,
are the responsibility of the mortgagor,

Funds received after 1 p.m, of the proposed discharge date will be subject to an additional daily interest charge of
$  2,653.15 until paid. If the proposed discharge date is on ¥riday, funds received after 1:00 p.m. will be subject to
aclditional interest untif the next business day. Please note the funds must be forwarded to the Toronto office,

It is the responsibility of your office to ensure that the appropriate discharge documents are prepared and forwarded
to First National Financial LP for execution by the requested securify holder. This includes any applicable PPSA
discharge documentation.

This statement is valid up to 5 days from the expected payout date. Should the Rate change prior to payout, then this
statemnent will be void and a new statement issued to reflect the change in the interest rate.

First National Financial LP E. & O. E.
Commercial Mortgage Administration
commercial@firstnational.ca

30 Unevr ity Avepse s Suite 700, Morth Towsar » Toronto, Gataco Canadi M5 V8
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I * Canada Revenue  Agence du revenu TORONTOQ EAST TAX SERVICES OFFICE

Agenc ada 200 Town Centre Gourt,
gency du Gan Scarborough, Ontaric M1P 4Y3

F AX Date:  December 15, 2011

Number of pages including cover sheat:

To: Danigl Weisz From: B Panchal

Deloitte and Touche Inc.

Toronto East TSO
Phone:  416-873-4043
416-954-8263

Phone:

F
ohone. | 416-601-6690

REMARKS: Urgent [l Foryourreview [ Reply ASAP [] Please comment

Az requested, pleass find attached a copy of the receiver/manager lgtter originally zent to your office November 23, 2000
regarding Craiglee Mursing Home Lid, We look forward to your resganse tegarding the payment of Ganada Revenue Agency's
deemad trust amounts,

Thank you

This fax document is directad golely to the persons named above. This fax transiizsion may contain protected client
information that is not intended for unauthorized recigients. If you are not the addresses or an authorized representative
theraof, pleage contact B, Papchal at 418-073-4043 and they will arange for retrieval of the document. Any unauthorized use
of this fax document by a person othar than the intended addressae/recipiant, is strictly forbidden. Thank you for your
CR0pEration,

Ce document s'adresse uniguament aux peTsenres susmentionnges, |1 pourrait contenir des rengsignements protégés sur les
clients qui ne sont pas destinds aux destinataires non autorisés. 57 vous n'dtes pas le destinataire prévu ou son représentant
autorisé, veulllez communigquer avec au afin que 'on puisse récuperer le document en gquestion. Toute
utilisation non autoriage de e document par une personne autrs que le destinataire prévu est strictement interdite. Meroi de
votra collaboration,
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.*I Canada Revenus  Agence du revenu CGRror
Agency du Canada
Tax Canire

Scarborough ON M1P 4Y3
November 23, 2009

ATTENTILON: JIM COOK ' Account Numbel
DRELOITTE AND TOUCHE INC. 10118 8191 RPQOOL
200-1 CONCORDE GATE,

NORTH YORE ON M3ICQ 404

Demar Mr. Cook:

Re:f.’.‘RA_IG‘LEE NURSING HOME LIMITED
JAccount number: 10118 8191 RPOODL=

Wea have bean advised that you have Eean appolnted

Intarim Receiver and ReQE1ver/Managarmfor the above referenced,
corporation. At present there igs an “indebtedness to Canada Revenue
Agency for emplovee source deduatlﬂms amounting teo $1,120.728.45.

Partieulars of this llablligﬁr'f&ré as follows:

Date of Tax
Assegpment Daductlons

Penalty %
EI Interest Total

20/09/07 E 29,26 18,226,058 167,813.65 206,394,968
25/03/07 i 5 118,38 13,326.41 15,753.94  111,9219.45
21/09/08 644,57¢. ,768.98 15,906.08 110,169.28 802,415.04

Pursuant to the prdvisions of subsection 227(4) of the "Income Tax
Act" of Canada, gubsection 23(3) of the "Canada Pension Plan,®
subgaction 57(2) of the "Unemployment Insurance Act" and
subsgection 86(2) of the "Employment Insurance Act," the following
amounts, which are included in the above totals, are trust funds
and form no part of the property, business, or estate of CRATGLEE
NURSING HOME LIMITED in receivarship.

Income Tax CPP Emplovee BEI Bmployee
Fedaral FProvincial Partion Portion Total
G88,651.97 30,735.45 29,943.68 13,559.60 £742,794.°71

Payment of the total amount of this trust, namely $742,794.70
should be made to the Raceiver Ganeral ouk of the realization of

- /2

orthor Ontaru;a Her?mn&amm

oucmms l: ~D7 3=
e urt@r?l?ﬁ Bt tgﬁa-me : ;%%%9?%41&?4 0
Canada Garborough ON M1F 4Y3 V\?g};{sj‘te : WWW.cra go.ca
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any property that is subject to these statutory trusts in priority

: j to all other creditors. Please forward payment by return mail. In

L the event this is not possible, please indicate when payment will
be forthcomineg. .

Please advise when payment of the rémaining balance of
£377,934.75 plus interest to date of payment may be Forthcoming.
Your attention is drawn to section 159 of the "Tncome Tax Act, ™
subsection 23 (5) of the "Canada Pension Plan," subsection 57 (4.1)
of the "Unemployment Insurance Act" and subsection 86(4) of the
"Employment Ingurance Act,n

i This letter also serves as notice that should payment ba made of

| any amcunt deseribed in subgection 153(1) of the "Income Tax Act"
for periods prior or subsequent to your appointment, tax
deductions must be withheld and remitted in accordance with this
subgection and Income Tax Regulations 101 and 108. Your attention
is alpo directed to section 3 of the "Unemployment Insurance Act®
(Collection of Premiums) Ragulations, section 5 of the "Employment
Ingurance Act" and section 8 of the "Canada Pension Plann
Regulationg,

S ' " Yourg truly,

B, Panchal (1261}
Regonrce-Complex (Cage




