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Court File No. 06-CL-6233

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)
COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION UNDER
SECTION 47 (1) OF THE BANKRUPTCY AND INSOLVENCY ACT
R.S.C. 1985, C.B-3

AND IN THE MATTER of SECTION 101 of THE
COURTS of JUSTICE ACT, R.S.0. 1990, C.C-43

BETWEEN:
PEOPLES TRUST COMPANY
Applicant

-and -
PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED

Respondents

NOTICE OF MOTION

DELOITTE & TOUCHE INC. in its capacity as Interim Receiver and Receiver
and Manager (the “Receiver”) of the current and future assets, undertakings and
properties (the “Assets”) of each of Paragon Health Care Inc. (“Paragon”), Paragon
Health Care (Ontario) Inc. (“Paragon Ontario”) and 1508669 Ontaric Limited
(“1508669”) will make a motion to the Court on Wednesday, November 9", 2011 at
10:00 a.m. or as soon after that time as the motion can be heard, at 330 University

Avenue, Toronto.

THE PROPOSED METHOD OF HEARING: The motion is to be heard orally.
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THE MOTION IS FOR:

Orders, substantially in the form attached hereto as Schedule “A” and
Schedule “B”:

(a)  abridging the time for and validating service of this Notice of Motion and
the motion materials filed in support of this motion and dispensing with
further service thereof;

(b) approving the Receiver's actions and activiies with respect to the
receivership of Paragon, Paragon Ontario and 1508669 as set out in the
Seventh Report of the Receiver dated November 1, 2011 (the “Seventh
Report™);

(c) approving the interim statements of receipts and disbursements of the
Receiver for the period January 24, 2006 {o September 30, 2011 for
Paragon, Paragon Ontario and 1508669.

(d) approving the fees and disbursements of the Receiver and those of its
counsel as set out in the Seventh Report;

(e) authorizing and directing the Receiver to distribute funds to Peoples Trust
Company (“Peoples”) in the amount of $1,250,000 held by the Receiver
as proposed in the Seventh Repont;

4] approving the sale by the Receiver to SAC 4 Inc. (“SAC 4” or the
“Purchaser”) of the property, assets and undertaking of 1508669
constituting the West Park Health Centre (the “Purchased Assets”), as
more particularly described in an Agreement of Purchase and Sale (the
“APS”) between the Receiver as vendor and SAC 4 as purchaser:;



-3-

(@)  providing for the vesting of the Purchased Assets in SAC 4, free and clear
of all encumbrances except those specifically permitted under the APS:
and

(h) sealing Appendix “H” to the Seventh Report, being an unredacted
version of the APS, pending the successful completion of the SAC 4

transaction.

Such further and other relief as counsel may request and this Honourable Court

may permit.

THE GROUNDS FOR THE MOTION ARE:

Background

Pursuant to an Order of this Honourable Court made on January 23, 2006 and
effective 9:00 a.m. on January 24, 2006 (the “Appointment Order”), Mintz &
Partners Limited was appointed as Interim Receiver and Receiver and Manager
of the assets, undertakings and properties of Paragon, Paragon Ontario and
1508669 pursuant to subsection 47(1) of the Bankruptcy and Insolvency Act,
R.S.C. 1985, ¢.1985, C. B-3 (the “BIA”) and section 101 of the Courts of Justice
Act, R.5.0. 1990, c. C. 43 (the “CJA”).

Pursuant to an Order of the Honourable Madam Justice Karakatsanis dated July
2, 2008, following the merger of the accounting practices of Deloitte & Touche
LLP and Mintz & Partners LLP, the name of the Receiver was changed to
Deloitte & Touche Inc. (“Deloitte”).

Distribution to Peoples

Peoples has valid and enforceable security against the property, assets and
undertakings of Paragon and the business of Casa Verde, including a
charge/mortgage of land, dated May 27, 1994 and registered May 30, 1994 as
instrument number TB953231 in favour of First National Financial Corporation by
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Paragon for the principal amount of $10,217,600 as subsequently amended and
assigned to Peoples by assighment of charge/mortgage of land registered June
15, 2000 as instrument number TR061724, and related personal property
security (the “Casa Verde First Mortgage”).

As of October 13, 2011, the outstanding balance of the Casa Verde First
Mortgage was $16,474,866.10, inclusive of principal and interest.

The Receiver seeks this Honourable Court's authorization and direction to
distribute surplus funds which it now holds arising from the operations of Casa
Verde to Peoples in the amount of $1,250,000 as partial payment on account of
interest arrears on the outstanding balance of the Casa Verde First Mortgage.

Activities

The Receiver has operated the nursing home and retirement home businesses of
Paragon and 1508669 in a prudent and sustainable manner since its

appointment.

Sale of Casa Verde

As set out in prior reports of the Receiver, the Receiver has entered into and the
Court has approved an agreement (the “GEM Sale”) to sell the long-term care
home and the retirement home owned and operated by Paragon and Paragon
Ontario (*Casa Verde”) to Gem Health Care Group Limited ("GEM").

The conditions to the closing of the GEM Sale have been satisfied, save and
exdept the approval by the Ministry of Health and Long-Term Care (“MOHLTC”)
of the transfer of the long-term care home licence to GEM. It is anticipated that
this approval will be granted by December 20, 2011.
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11.

12.

13.

14.

15.

Sale of West Park

By Order of the Honourable Justice Lederman dated August 21, 2007, the
Receiver was authorized and directed to undertake a marketing and sale process
for the sale of the Purchased Assets, all as described in the Second Report to
the Court of the Receiver dated July 27, 2007. As previously reported, this
marketing and sale process did not result in an offer acceptable to the
stakeholders of the business, including, primarily, the morigagee, Peoples.

After no acceptable offers were generated by the sale process, on or about May
30, 2008, the Receiver engaged John A. Jensen Realty Inc. (“Jensen Realty”) to
list the Purchased Assets and the nursing home property owned by 1508669 for

sale.

In response to the listing with Jensen Reaity, SAC 4 submitted an offer to
purchase the Purchased Assets and on or about April 1, 2011, the Receiver and
SAC 4 entered into the APS.

The initial timelines for satisfaction of conditions and completion of the APS have
been extended by agreement of the parties.

Based on the prior efforts to market and sell the Purchased Assets; valuation
information available to the Receiver; and, the results of the extended listing of
the property with Jensen Realty, the Receiver is of the view that the sale
transaction with SAC 4 evidenced by the APS (the “Transaction”) represents
the highest and best realization available in respect of the Purchased Assets and
is commerciaily reasonable.

The Transaction and APS are acceptable to Peoples.

Such further and other grounds as counsel may advise and this Honourable
Court may permit.



HEARING OF THE MOTION:
1.
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THE FOLLOWING DOCUMENTARY EVIDENCE WILL BE USED AT THE

The Seventh Report of the Receiver dated November 1, 2011;

The Affidavit of Hartley M. Bricks sworn October 31, 2011;

The Affidavit of Harry R. Vanderlugt sworn October 31, 2011; and

Such further and other evidence as counsel may advise and this Honourable

Court may permit.

Dated: November 2, 2011

TO:

THE SERVICE LIST

GOWLING LAFLEUR HENDERSON LLP
Barristers & Solicitors

Suite 1600, 1 First Canadian Place

100 King Street West

Toronto, Ontaric M5X 1G5

Clifton Prophet (LSUC No. 34845K)
Frank Lamie (LSUC No. 540358)
Tel: (416) 862-7525

Fax; (416) 862-7661

Solicitors for Deloitte & Touche Inc. in its capacity as
Interim Receiver and Receiver and Manager of
current and fuiure assets, undertakings and properties
of Paragon Health Care Inc., Paragon Health Care
(Ontario) Inc. and 1508669 Ontario Limited.
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Schedule “A”
Court File No. 06-CL-6233
e ONTARIO
. % SUPERIOR COURT OF JUSTICE
- COMMERCIAL LIST

~+% THE HONOURABLE WEDNESDAY, THE 9™ DAY

JUSTICE OF NOVEMBER, 2011

et e “emms “emme?

IN THE MATTER OF AN APPLICATION UNDER
SECTION 47 (1) OF THE BANKRUPTCY AND INSOLVENCY ACT
R.S.C. 1985, C.B-3

P
%@%%zzgﬁgﬁ‘ '
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;

AND IN THE MATTER of SECTION 101 of THE
COURTS of JUSTICE ACT, R.S5.0. 1990, C.C43

/% BETWEEN:
i PEOPLES TRUST COMPANY
fﬁm% Applicant
F . N
-and -
PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED
PR
% % Respondents

3
i

DISTRIBUTION ORDER

THIS MOTION made by Deloitte & Touche Inc. (“Deloitte”), appointed as interim

S receiver and receiver and manager (the “Receiver”) pursuant to section 101 of the

i

§ Courts of Juslice Act, without security, of the property, assets and undertaking of
% Paragon Heaith Care Inc. (“Paragon”), Paragon Health Care (Ontario) Inc. (“Paragon
J%u Ontario”) and 1508669 Ontario Limited (“1508669") pursuant to the terms of the Order

of the Honourable Mr. Justice Cumming dated January 23, 2006 and effective 9:00 a.m.



-2

on January 24, 2006 (the “Initial Order”), was heard this day at 330 University Avenue,
Toronto, Ontario.

ON READING the Notice of Motion, the Seventh Report of the Receiver dated
November 1, 2011 (the “Seventh Report”) and the Affidavits of Harry Vanderlugt
sworn October 31, 2011, filed, and Hartley M. Bricks sworn October 31, 2011, filed, and

upon hearing the submissions of counsel for the Receiver, no other parties attending,

1. THIS COURT ORDERS that service of the Notice of Motion and the Motion
Record herein is hereby abridged, if necessary, and that this motion is properly
retumable today and that service, including the form, manner and time that such service
was actually effected on all parties, is hereby validated, and where such service was not
effected such service is hereby dispensed with.

2. THIS COURT ORDERS that the Seventh Report is hereby accepted and

approved.

3. THIS COURT ORDERS that the conduct of the Receiver and its agents to date,
as detailed in the Seventh Report, be and the same is hereby approved.

4 THIS COURT ORDERS that the Interim Statements of Receipts and
Disbursements of the Receiver for the period January 24, 2006 to September 30, 2011
in respect of Paragon, Paragon Ontaric and 1508669 as respectively set out in
Appendices “I1”, “J” and “K” to the Seventh Report, filed, be and the same are hereby
accepted and approved.

5. THIS COURT ORDERS that the fees of the Receiver relating to the receivership
of Paragon and 1508669 for the period from November 1, 2010 to June 30, 2011 in the
amount of $100,664.93 in respect of Paragon and $100,708.44 in respect of 1508669,
as set out in the Affidavit of Hartley M. Bricks sworn November 1, 2011, filed, be and the
same are hereby approved.
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6. THIS COURT ORDERS that the fees and disbursements of Gowling Lafleur
Henderson LLP, counsel to the Receiver, in the amount of $24,027.23 in respect of
Paragon and $14,073.24 in respect of 1508669, as set out in the Affidavit of Harry

Vanderlugt sworn February 14, 2011, filed, be and the same are hereby approved for
the period December 31, 2009 to December 31, 2010.

7. THIS COURT ORDERS that the Receiver is authorized and hereby directed to
distribute the total sum of $1,250,000.00 to Peoples Trust Company, as partial payment

on account of its secured claims against Paragon.
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Schedule “B”
Court File No. 06-CL-6233

Ty ONTARIO

% gﬁ‘% SUPERIOR COURT OF JUSTICE

% ?g%‘; COMMERCIAL LIST

f‘% = THE HONOURABLE WEDNESDAY , THE 9TH DAY

JUSTICE @ OF NOVENMBER, 2011

T BETWEEN:

%ﬁ%’w PEOPLES TRUST COMPANY

L Y

I L N Applicant
e —and -

PARAGON HEALTH CARE INC. AND 1508669 ONTARIO LIMITED

Respondents

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 1508669 Ontario Limited (the
ﬁ“”ﬁ ‘Debtor”) for an order approving the sale transaction (the “Transaction”) contemplated
. by an agreement of purchase and sale (the “Sale Agreement”) between the Receiver
and SAC 4 Inc. (the “Purchaser”) made as of April 1, 2011, as amended, appended as
Appendix “H” to the Report of the Receiver dated November 1, 2011 (the “Report’),
vesting in the Purchaser the Debtors right, fitle and interest in and to the assets

' ;Z ' described in the Sale Agreement {the “Purchased Assets”), was heard this day at 330
% University Avenue, Toronto, Ontario.
f&%ﬂ ON READING the Report and on hearing the submissions of counsel for the

Receiver, ® <Insert names of other parties appearing.> , no one appearing for any other

TOR_LAW\ 777370612



.013

person on the service list, although properly served as appears from the affidavit of

® <Insert name.> sworn ® 20 ® filed:

1. THIS COURT ORDERS AND DECLARES that the Transaction is hereby
approved, and that the Sale Agreement is commercially reasonable and in the best
interests of the Debtor and its stakeholders. The execution of the Sale Agreement 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.

2. THIS COURT ORDERS AND DECLARES that upon the delivery of a Receivers
certiﬁcate to the Purchaser substantially in the form attached as Schedule A hereto (the

“‘Receiver's Certificate™), all of the Debtor's right, tite and interest in and to the
Purchased Assets described in the Sale Agreement shall vest absolutely in the
Purchaser, free and clear of and from any and all security interests (whether
contractual, statutory, or otherwise), hypothecs, mortgages, trusts or deemed trusts
(whether contractual, statutory, or otherwise), liens, executions, levies, charges, or other
financial or monetary claims, whether or not they have attached or been perfected,
registered or filed and whether secured, unsecured or otherwise (collectively, the
“Claims”) including, without limiting the generality of the foregoing: (i) any
encumbrances or charges created by the Order of the Honourable Justice Cumming
dated January 23, 2006; (ii) all charges, security interests or claims evidenced by
registrations pursuant to the Personal Property Security Act {Ontario) or any other
personal property registry system; and (ii'i) those Claims listed on Schedule C hereto
(all of which are collectively referred to as the “Encumbrances”, which term shall not
include the permitted encumbrances, easements and restrictive covenants listed on
Schedule D) and, for greater certainty, this Court orders that all of the Encumbrances
affecting or relating to the Purchased Assets are hereby expunged and discharged as
against the Purchased Assets.

TOR_LAW\ 7773706\2
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3. THIS COURT ORDERS that upon the registration in the Land Registry Office for
the Land Registry Division of Niagara North (No. 30) 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 for the Land Registry Division of Niagara North (No. 30) 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 title to the Real Property all of the Claims listed in
Schedule C hereto.

4, THIS COURT ORDERS that for the purposes of determining the nature and
priority of Claims, the net proceeds from the sale of the Purchased Assets 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
from the sale of the Purchased Assets 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 immediately prior to the sale.

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

6. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Profection and Electronic Documents Act, the Receiver is authorized and
permitted to disclose and transfer to the Purchaser all human resources and payroll
information in the Debtor's records pertaining to the Debtor's past and current
employees, including personal information of the Assumed Employees, as defined in
the Sale Agreement. The Purchaser shall maintain and protect the privacy of such
information and shall be entitled to use the personal information provided to it in a
manner which is in all material respects identical to the prior use of such information by
the Debtor.

TOR_LAW\ 77737062



7. THIS COURT ORDERS that, notwithstanding:
(a) the pendency of these proceedings;

(b)  any applications for a bankruptcy order now or hereafter issued pursuant
to the Bankruptcy and Insolvency Act (Canada) in respect of the Debtor

and any bankruptcy order issued pursuant to any such applications; and
(c) any assignment in bankruptcy made in respect of the Debtor;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall
be binding on any trustee in bankruptcy that may be appointed in respect of the
Debtor and shall not be void or voidable by creditors of the Debtor, nor shall it
constitute nor be deemed to be a settlement, fraudulent preference, assignment,
fraudulent conveyance or other reviewable transaction under the Bankruptcy and
Insolvency Act (Canada) or any other applicable federal or provincial legislation,
nor shall it constitute oppressive or unfairly prejudicial conduct pursuant to any
applicable federal or provincial legislation.

8. THIS COURT ORDERS AND DECLARES that the Transaction is exempt from
the application of the Bulk Sales Act (Ontario).

9. 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 requested 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 to assist the Receiver and its agents in carrying out the terms of this
Order.

TOR_LAW\ 777370612
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SCHEDULE A

FORM OF RECEIVER’S CERTIFICATE

Court File No. @

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
BETWEEN:
®
Plaintiff
®
Defendant
RECEIVER’S CERTIFICATE
RECITALS

A. Pursuant to an Order of the Honourable Justice Cumming of the Ontario Superior
Court of Justice (the “Court”) dated January 23, 2006, Mintz & Partners Limited, now
Deloitte & Touche Inc., was appointed as the interim receiver and receiver and manager
(the “Receiver’) of the current and future assets, undertakings and properties of
1508669 Ontario Limited (the “Debtor”)

B. Pursuant to an Order of the Court dated @, the Court approved the agreement of
purchase and sale made as of April 1, 2011 (the “Sale Agreement’) between the
Receiver and SAC 4 Inc. (the “Purchaser’) and provided for the vesting in the
Purchaser of the Debtor’s right, title and interest in and to the Purchased Assets, which
vesting is to be effective with respect to the Purchased Assets upon the delivery by the
Receiver to the Purchaser of a certificate confirming (i) the payment by the Purchaser of
the Purchase Price for the Purchased Assets; (i) that the conditions to Closing as set
out in section 4 of the Sale Agreement have been satisfied or waived by the Receiver

and the Purchaser; and (jii) the Transaction has been completed to the satisfaction of
the Receiver.

TOR_LAW\ 77737062
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C. Unless otherwise indicated herein, terms with initial capitals have the meanings
set out in the Sale Agreement.

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 Sale
Agreement;

2. The conditions to Closing as set out in section 4 of the Sale Agreement 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 Cerificate was delivered by the Receiver to the Purchaser at ® <Insert time.> on
® <|nsert 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 1508669 Ontario
Limited and not in its personal capacity

Per:

Name:
Title:

TOR_LAW\ 777370612
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SCHEDULE B
SUBJECT REAL PROPERTY

103-111 Pelham Road, St. Catharines, Ontario & 34-36 Witworth Street, St. Catharines,
Ontario

Lots 814, 815, 816, 817, 818, & 819, Township Plan 94 and Lots 857, 858, 859, 860 &
861, Township Plan 94, St. Catharines, Property Identifier Number 46172-0268(LT);
Lots 738 and 739, Township Plan 94, St. Catharines, Property Identifier Number 46172-
0309(LT) City of St. Catharines (formerly Township of Grantham), Regional Municipality
of Niagara
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SCHEDULE C

CLAIMS TO BE DELETED AND EXPUNGED FROM TITLE TO REAL
PROPERTY

—

1508669 Ontario Limited under transfer 759592 Ontario Inc. instrument
number RO699418 and application for change of name of owner
instrument number NR20355.

2. West Park Holdings Ltd. under Judgment for Foreclosure registered as
Instrument Number NR230588.

3. Peoples Trust Company under

i charge instrument number RO699419 as assigned by fransfer of
charge instrument number RO768790 and amended by agreement
instrument number RO768792;

(i) | general assignment of rents instrument number RO699420 as
assigned by instrument number RO768791.

4. HMQ-Minister of National Revenue, Canada Customs and Revenue
Agency, Toronto North Tax Services office, 5001 Yonge Street, North
York, ON M2N 6R8 under execution humber 05-0000237 for $67,775.07.

5. Mintz & Partners Limited in its capacity as interim receiver and receiver
and manager of 1508669 Ontario Limited under Instrument Number
NR92230.
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SCHEDULE D

PERMITTED ENCUMBRANCES, EASEMENTS AND RESTRICTIVE
COVENANTS RELATED TO THE REAL PROPERTY

(unaffected by the Vesting Order)

1. Agreements re Site Plan registered as Instrument Numbers R0200232
and RO321002. :

2. Site Plan Agreement registered as Instrument Number R0O416442 as
amended by Agreements registered as Instrument Numbers RO424442,
R0O460394 and RO502090.

3. By-law registered as Instrument Number RQ457591.

Zoning Regulations notice of which registered as Instrument Number RO493091
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Court File No. 06-CL-6233
ONTARIO
SUPERIOR COURT OF JUSTICE
[COMMERCIAL LIST]
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PEOPLES TRUST COMPANY
Applicant

- and -

PARAGON HEALTH CARE INC. AND 1508669 ONTARIO LIMITED

Respondent

SEVENTH REPORT TO THE COURT OF THE RECEIVER
(dated November 1, 2011)
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INTRODUCTION

1. Pursuant to an Order of the Ontario Superior Court of Justice (Commercial List) (the
“Court”) dated January 23, 2006 (the “Appointment Order”), Mintz & Partners Limited
(“MPL”) was appointed as Interim Receiver and Receiver and Manager (the “Receiver”)
of all the assets, undertakings and property of Paragon Health Care Inc. (“Paragon™),
Paragon Health Care (Ontario) Inc. (“Paragon Ontario™) and 1508669 Ontario Limited
(“1508669™) (individually or collectively, the “Debtor”) effective 9:00 am on January 24,
2006 (the “Appointment Date”). A copy of the Appointment Order is attached hereto as
Appendix “A”. By Order of the Court dated July 2, 2008, following the merger of the
accounting practices of Deloitte & Touche LLP and Mintz & Partners LLP, the name of

the Recetver was changed to Deloitte & Touche Inc. (“Deloitte”).

2. Paragon’s assets comprise the Casa Verde Health Centre, a 252-bed nursing home (“Casa
Verde Nursing Home”) and a 94-bed retirement home (“Casa Verde Retirement
Home”) (collectively, with Casa Verde Nursing Home, “Casa Verde”) located at 3595
Keele Street, Toronto, Ontario. 1508669°s assets comprise the West Park Health Centre
(“West Park™), a 93-bed nursing home located at 103-111 Pelham Road, St. Catharines,

Ontario (collectively, with Casa Verde, the “Homes” or “Facilities™).

3. Paragon Ontario is a non-operating entity that employs certain nursing staff used by Casa

Verde.

4. On April 4, 2007, the Honourable Justice Cumming granted an Order (the “April 4, 2007

Order”) approving, among other things

1) a distribution of $200,000 from 1508669 to Peoples Trust Company (“Peoples™),

the first secured creditor;

11) the Receiver’s activities from the Appointment Date to March 26, 2007; and



1i1) the fees and disbursements of the Receiver and those of its counsel. In support of
the motion that resulted in the April 4, 2007 Order, the Receiver submitted its
First Report to the Court dated March 26, 2007 (“First Report™).

On August 21, 2007, the Honourable Justice Lederman granted an Order approving the
Receiver’s commencement of a marketing and sale process for the Homes (the “Sale
Process Order”). In support of the motion that resulted in the Sale Process Order, the
Receiver submitted its Second Report to the Court dated July 27, 2007 (the “Second
Report™).

The Receiver’s Third Report to the Court dated August 24, 2007 was submttted in
response to a motion brought by a former employee who was seeking leave to issue a

Statement of Claim to commence a wrongful dismissal action against the Receiver.

On July 2, 2008, the Honourable Justice Karakatsanis granted an Order (the “July 2

Order’) approving, among other things
i) a distribution of $800,000 from 1508669 to Peoples;
it) the fees and disbursements of the Receiver and those of'its counsel; and

ili)  changing the name of the Receiver to Deloitte. In support of the motion that
resulted in the July 2 Order, the Receiver submitted its Fourth Report to the Court
(the “Fourth Report™) dated June 25, 2008.

On December 23, 2009, the Honourable Justice Cumming granted an Order (the

“December 23 Order”) approving, among other things
i) a distribution of $1,000,000 from Paragon to Peoples;
ii) the fees and disbursements of the Receiver and those of its counsel; and

iii)  the Receiver’s actions and activities from June 26, 2008 to December 14, 2009.

In support of the motion that resulted in the December 23 Order, the Receiver



10.

11.
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submitted its Fifth Report to the Court (the “Fifth Report”) dated December 14,
2009.

On February 22, 2011, the Honourable Justice Mesbur granted an Order (the “February
22 Order”) approving, among other things

i) a distribution of $2,000,000 from Paragon to Peoples;
11) the fees and disbursements of the Receiver and those of its counsel; and

iii) the Receiver’s actions and activities from December 15, 2009 to February 15,

2011.

Also on February 22, 2011, the Honourable Justice Mesbur granted an Approval and
Vesting Order (the “Casa Verde Sale Order™) approving the Receiver entering into and
completing an Agreement of Purchase and Sale (the “GEM APS”) for the sale of Casa
Verde to GEM Health Care Group Limited (“GEM”) and vesting in GEM the Debtor’s
right, title and interest in the Purchased Assets (as defined in the Casa Verde Sale Order)
subject to the closing of the transaction with GEM and the Receiver filing with the Court
a Receiver’s Certificate. In support of the motion that resulted in the February 22 Order
and the Paragon Sale Order, the Receiver submitted its Sixth Report to the Court (the
“Sixth Report”) dated February 15, 2011. A copy of the Sixth Report without
appendices is attached hereto as Appendix “B”. Copies of the February 22 Order and the
Casa Verde Sale Order are attached hereto as Appendix “C” and Appendix “D”,

respectively.
The purpose of this Seventh Report of the Receiver (the “Seventh Report”) is to:
1) update the Court on the operation of the Homes;

11) update the Court on the status of the sale of Casa Verde;



111) request the Court issue an order approving an Agreement of Purchase and Sale
dated April 1, 2011, including amendments thereto (the “West Park APS”) as
between the Receiver and SAC 4 Inc. (“SAC 47 or the “Purchaser”) and, to the
extent the conditions of the West Park APS are satisfied, vesting in the Purchaser
all the right, title and interest of 1508669 in the assets referred to in the West Park
APS free and clear of all liens, security interests and other encumbrances, save
and except for the permitted encumbrances referred to in the West Park APS;

iv)  request approval of a proposed distribution of $1,250,000 from Paragon to
Peoples; and

V) request the Court’s approval of the Receiver’s Interim Statements of Receipts and
Disbursements for the period January 24, 2006 to September 30, 2011, the
Receiver’s activities for the period February 16, 2011 to October 14, 2011, the
Receiver’s fees for the period November 1, 2010 to June 30, 2010, and the fees of
its counsel for the period January 1, 2011 to August 31, 2011.

TERMS OF REFERENCE
12.  Inpreparing this Report, the Recetver has relied upon records of the Debtor and unaudited
financial information prepared by the Debtor and/or Diversicare Canada Management

Services Co., Inc. (“Diversicare”). The Receiver has not performed an audit or other

verification of such information. As set out in the First Report, Diversicare has been

engaged as day-to-day manager of Casa Verde and West Park on behalf of the Receiver.
13.  The Receiver has sought the advice of Gowling Lafleur Henderson LLP (“Gowlings”),

counsel to Peoples, for general legal matters that have arisen in respect of the

receiverships. Where the Receiver has required mdependent legal advice, the Receiver

has sought the counsel of Lang Michener LLP (“Lang Michener”) and subsequently,

Heenan Blaikie LLP (“Heenan™).
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14.  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.

OPERATIONS

15.  The Receiver has continued to operate the Facilities pursuant to the powers and duties
under the Appointment Order.

Casa Verde

Occupancy

16.  Atthe Appointment Date, Casa Verde Nursing Home was approximately 67% occupied
and Casa Verde Retirement Home was approximately 50% occupied. Upon its
appointment, the Receiver commenced a capital expenditure and repair program with a
goal of improving the physical premises at Casa Verde and increasing occupancy. To that
end, as of August 30, 2011, and as discussed later herein, the Receiver has made capital
expenditures of approximately $1,250,000 since the Appointment Date.

17.  As of September 30, 2011, Casa Verde Nursing Home is approximately 96% occupied

while Casa Verde Retirement Home is at 53% occupancy. For 2010, Casa Verde Nursing
Home averaged approximately 92% occupancy while Casa Verde Retirement Home
averaged approximately 55% occupancy. The increase in occupancy since the

Appointment Date can be attributed to the following:

1) amore concerted marketing campaign by Casa Verde, including marketing of the

local Community Care Access Centre which places new applicants in homes;
11) a change to a more experienced senior management team;
iii) the creation of model suites for a better presentation to potential residents;

iv)  improved appearance of Casa Verde Nursing Home through repairs and

maintenance authorized by the Receiver and effected through Diversicare; and
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V) a general decrease in available beds in competitor nursing homes in the North

Toronto area.

The Receiver continues to work with Diversicare to develop strategies to try to increase

the occupancy of Casa Verde Retirement Home.

Ministry of Health and Long-Term Care

19.

20.

21.

On September 13, 16 and 19, 2011, the Ministry of Health and Long-Term Care
(“MOHLTC”) completed a critical incident inspection with respect to an incident
mnvolving a resident at Casa Verde. The MOHLTC determined that a resident had been
transferred in an unsafe manner that resulted in a fall and injuries which required
hospitalization. The resident was assessed in hospital and returned to Casa Verde. The
resident required further care and Casa Verde returned the resident to hospital where the

resident died nine days after the incident.

Diversicare advised the Receiver that the resident was found in bed with injuries
consistent with a fall and was transferred to hospital. Management investigated the
incident (before the MOHLTC visit) and found that a personal support worker used an
improper lifting device to transfer the resident which was contrary to the resident’s care
plan and contrary to Casa Verde’s policies and procedures. Diversicare promptly
terminated the personal support worker who failed to follow procedure. That employee
filed a grievance over their termination, which grievance was later settled by allowing the
employee to resign. Diversicare also terminated two other personal support workers who
observed the fall but failed to report the incident to the Administrator until well after the
incident had occurred. Those two personal support workers have also filed a grievance

regarding their termination which grievance remains unsettled.

The MOILTC cited Casa Verde with three written notices in connection with the fall of
the resident: i) failure to comply with O. Reg 79/10, s. 107. Reports re critical incidents;
il) failure to comply with O. Reg 79/10, s. 30. General requirements; and iii) failure to
comply with LTCHA, 2007 S.0. 2007, c.8, s.8 Residents’ Bill of Rights. Additionally,
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the MOHLTC directed Casa Verde to prepare three voluntary plans of corrective action to
address the issues identified in the written notices. Diversicare advises that the voluntary
plans of corrective action are in the process of being prepared for submission to the

MOHLTC.

The MOHLTC’s annual inspection of Casa Verde for 2011 has not yet taken place and

could occur at any time before December 31, 2011.

Aecreditation

23.

On August 31, 2011, Casa Verde received notification that the long-term care home has
earned accreditation from CARF International, one of two leading accreditation
associations recognized by the MOHLTC that assess the quality of services provided by
nursing homes. The accreditation is effective August 16, 2011 through August 31,2014.
In April 2011, Casa Verde Retirement Home received notification that its accreditation
from the Ontario Retirement Communities Association was renewed for a further two

year period.

Legal Action

24.

On December 6, 2010, the Receiver was forwarded a Statement of Claim in which it and
Diversicare were named as defendants in an action brought by a former Casa Verde
resident regarding an altercation between two residents that took place at Casa Verde.
The Receiver forwarded the statement of claim to its insurer which has advised the
Receiver that it has engaged legal counsel to defend the action and that a mediation has

been scheduled for January 2012.

Human Rights Complaint

25.

As previously reported in the Sixth Report, on August 5, 2010, the Receiver was advised
that on June 10, 2010 a former Casa Verde employee had filed an Application under the
Human Rights Code, R.S.0. 1990, c. H 10, as amended, (the “HR Application”) naming

Casa Verde Retirement Residence and Long-Term Care and the Service Employees
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International Union, Local 1 as respondents. The grounds of the HR Application are
discrimination on the grounds of disability and age. Casa Verde has engaged Hicks
Morley Hamilton Stewart Storie LLP to defend the HR Application as it was advised by
Diversicare that the employee was terminated solely for performance related i1ssues. The
Receiver’s counsel participated in a mediation on August 18,2011. At the mediation, no

settlement was reached and the Receiver continues to defend the HR Application.

Operating Results

26.

27.

28.

29.

Attached hereto as Appendix “E” is a summary operating statement for Casa Verde
Nursing Home for the period January 24, 2006 to August 31, 2011 (the “Results
Period™). Casa Verde Nursing Home has generated positive operating income (before
consideration of interest, depreciation and capital expenditures) of approximately $5.7

million over the Results Period.

Over the Results Period, the Receiver has incurred approximately $260,000 in
restructuring costs, which are non-recurring costs substantially consisting of appraisal fees

and severance and termination costs for terminated employees.

In addition to the operating expenses referred to in the summary operating statement, the
Receiver has incurred approximately $1,250,000 in capital expenditures for Casa Verde.
The significant expenditures relate to remediation of Casa Verde’s roof, replacement of
certain HVAC components, refurbishment and improvement of certain wings of the
building to bring these areas back into use following the Receiver’s appointment in order

to allow for full occupancy at Casa Verde, and the purchase of new furniture and fixtures.

Attached hereto as Appendix “F” is an summary operating statement for Casa Verde
Retirement Home for the Results Period. Casa Verde Retirement Home has experienced a
net operating loss of approximately $1.97 million (before consideration of interest,
depreciation and capital expenditures) over the Results Period as a result of occupancy

levels in the 50% to 60% range since the Appointment Date. The Receiver is continuing
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to work with Diversicare to develop strategies to increase occupancy or otherwise employ

the unused space at Casa Verde Retirement Home for other revenue generating projects.
West Park

Occupancy

30.  Since the Appointment Date to 2010, occupancy at West Park had remained relatively
constant at an average occupancy rate in excess of 97%. However, due to a cessation of
admissions imposed by the MOHLTC over the January to March 2010 period (as
discussed further below), occupancy for 2010 averaged approximately 94%.

31. In the latter half of 2010, occupancy at West Park recovered to be at or near 100%;
however, commencing in 2011, occupancy at West Park has declined resulting in an
average occupancy for the period January 1 to August 31, 2011 of approximately 92%.
Diversicare advises that the drop in occupancy is due to a softening of the market in the
St. Catharines/Niagara region. West Park’s occupancy at the date of this Seventh Report
is approximately 95%. At this time, it is unclear when West Park will return to 100%

occupancy.
Ministry of Health and Long-Term Care

32. OnMarch 9 and 14, 2011, the MOHLTC completed a complaint inspection with respect
to a complaint filed by a family member of a West Park resident. The MOHLTC reported
findings of non-compliance in the areas of fall prevention and use of restraints that
resulted in the issuance of nine written notifications, three requests that voluntary plans of
corrective action be prepared and five compliance orders. Diversicare has advised that all
of the voluntary plans of corrective action were submitted to and approved by the

MOHLTC and the compliance orders have been addressed.

33.  The MOHLTC’s annual inspection of West Park for 2011 has not yet taken place and

could occur at any time before December 31, 2011.
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Operating Results

34.

35.

36.

37.

Attached hereto as Appendix “G” is a summary operating statement for West Park for
the Results Period. Over the Results Period, West Park has generated positive net
operating income of approximately $973,000 (before consideration of interest,

depreciation and capital expenditures).

Until 2010, West Park had generated relatively constant positive results. However, due to
the compliance matters in late 2009 and throughout most of 2010 including the cessation
of admissions for a two month period in early 2010 (as described in the Sixth Report), and
the increased costs incurred to address those compliance matters, West Park experienced a

net loss in 2010 of approximately $252,000.

For fiscal 2011, West Park’s operating net income for the period January 1, 2011 to
August 31,2011 is approximately $95,500 which is lower than forecast operating income
by approximately $75,000. As discussed above, the shortfall is due substantially to lower

than anticipated occupancy at West Park due to a sofiness of its local market.

In addition to the operating expenses referred to in the summary operating statement, over
the Results Period, the Receiver has incurred approximately $428,000 in capital
expenditures for West Park. The significant expenditures relate to remediation of the
roof, replacement of substantially all of the windows of the building, elevator repairs, air

conditioner replacement and replacement of flooring in certain sections of the building.

MARKETING AND SALES PROCESS

38.

39.

Following the issuance of the Sale Process Oxder, the Receiver conducted a marketing and
sales process (the “First Sale Process”), the details of which were set out in the Fourth

Report. The First Sale Process failed to produce acceptable offers for the Homes.

On May 30, 2008, the Receiver, with the concurrence of Peoples, engaged John A. Jensen

Realty Inc. (“Jensen™) to list the Homes for sale under separate six-month listing
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agreements. Jensen’s expertise is the marketing and sale of nursing and retirement home
facilities. With the agreement of Peoples, the Receiver extended its listing agreements
with Jensen with respect to the Homes to October 29, 2011. Jensen advertised the Homes
on its website, sent marketing information on the Homes to its proprictary database of
contacts of parties interested in senior’s housing opportunities and also advertised the
Homes on Loop Net, which purports to be the largest and most heavily trafficked

commercial online real estate listing service.

For purposes of this Seventh Report, the Receiver has not included the names of potential
purchasers, or offered purchase prices for the Homes, in order not to compromise the

current or future sales efforts by the Receiver.

Casa Verde

41.

42.

43.

44,

The Sixth Report contains the details of the marketing process for Casa Verde, which
culminated in the Receiver entering into the GEM APS, which agreement was approved

by the Honourable Justice Mesbur through the making of the Casa Verde Sale Order.

Since the issuance of the Casa Verde Sale Order, by letter dated February 28, 2011, the
Receiver advised the MOHLTC that it had entered into the GEM APS, which letter

caused the MOHLTC to commence its Licensing Approval Process.

The MOHLTC has advised the Receiver that it has received all of the documents from the
Purchaser as required to assess the Purchaser under the Licensing Transfer Process and
that approval now lies with the Minister of Health who 1s evaluating the documents.
Should the Minister approve the issuance of new licences to the Purchaser, pursuant to the

GEM APS, the transaction is to close within 30 days of receipt of approval.

Section 4.1(c) of the GEM APS, as amended, set September 30, 2011 as the date by which
GEM was to be satisfied of any conditions imposed by the MOHLTC on the Transaction.
In addition, Section 4.3(c) of the GEM APS set November 30, 2011 as the date by which
the MOHLTC shall have approved the purchase by GEM and approved GEM for transfer
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of the Licence(s) or for the issue of licences similar to the Licence(s). Given the delaysin
obtaining MOHLTC approval for the transfer of the licences, the Receiver and GEM
entered into Amending Agreement No. 3 dated September 29, 2011 that amended the date
in Section 4.1(c) to November 30, 2011 and the date in Section 4.3(c) to December 20,
2011.

West Park

45.

46.

After a prolonged marketing and sale process, as detailed in the Sixth Report, on January
28,2011, after having consulted with the senior secured creditor, Peoples, the Receiver
accepted an offer to purchase West Park from Southbridge Investment Partnership No. 1
on behalf of a purchaser to be established (“Southbridge™). The Receiver understands
that Southbridge is a Cambridge, Ontario partnership focused on acquiring long-term care
facilities across Canada. The principals of Southbridge formerly owned and operated a
company that was a significant operator of long-term care beds in Canada prior to 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 West Park and both Peoples and CMHC are 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 terms of the West Park APS. During those negotiations, Southbridge
advised the Receiver that the Purchaser under the West Park APS would be SAC 4. A
copy of the West Park APS including amending agreements (as discussed below) are
attached hereto as Appendix “H”, redacted to maintain confidentiality with respect to the
purchase price, pending the closing of the West Park APS. An unredacted copy of the
West Park APS will be made available to the Court, subject to a request for a Sealing

Order. Capitalized terms found below and not otherwise defined herein have the
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48.

49.

50.
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meanings set out in the West Park APS.

The West Park APS initially provided for, amongst other things, a Due Diligence Period
of 75 days and a Financing Condition period commensurate with the Due Diligence
Period. 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. Accordingly, the Receiver and SAC 4 entered into Amending
Agreement No. 1 dated May 24, 2011 which extended the Due Diligencé Period to July
15,2011 and adjusted certain other related dates in the West Park APS.

Prior to July 15, 2011, SAC 4 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
Amending Agreement No. 2 dated July 15, 2011 which extended the Due Diligence
Period to August 12, 2011 in order to provide sufficient time to arrange a meeting

between the parties.

On August 9, 2011, a meeting was convened between the Receiver and SAC 4 dt which
time SAC 4 advised the Receiver that during its due diligence review of West Park it had
identified a number of issues that in its view necessitated adjustments to the terms and
condittons of the West Park APS. The adjustments to the West Park APS that SAC 4 was
seeking involved both sale price adjustments and additional conditions in the nature of
information flow and operations of West Park prior to and after the eventual closing of the

transaction.

After the August 9, 2011 meeting, the Receiver discussed with Peoples the adjustments
SAC 4 tabled at the meeting. It was agreed that SAC 4 would be advised to prepare a
draft amending agreement that contained the revised terms and conditions it was seeking
in order that the Receiver could consider and discuss those terms with Peoples. In order
to providzz SAC 4 with sufficient time to prepare the draft amending agreement, the

Receiver and SAC 4 entered into Amending Agreement No. 3 dated August 12, 2011
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which extended the Due Diligence Period to August 19, 2011.

On August 18, 2011, SAC 4 provided the Receiver with a draft amending agreement
which contained those revised terms and conditions to the West Park 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 Peoples, the Receiver and SAC 4 entered into
Amending Agreement No. 4 dated August 19, 2011 which extended the Due Diligence
Period to August 31, 2011. Since the target date of August 31, 2011 proved to not
provide sufficient time for the parties to reach an agreement on revised terms and
conditions to the West Park APS, the Receiver and SAC 4 entered into Amending
Agreement No. 5 dated August 31, 2011 which extend the Due Diligence Period to
September 8,2011.

By way of Amending Agreement No. 6 dated September 2, 2011, the Receiver and SAC 4
agreed to amend the West Park APS to adjust the purchase price and certain other terms

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

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.
Paragraph 4.3(a) of the West Park APS provides for the following:

“On or within 45 days following 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
Assets free and clear of all liens, security interests and other encumbrances,
save and except for the Permitted Encumbrances, such order to be
substantially in the form of the order attached hereto as Exhibit A. Such
Approval and Vesting Order will include provisions satisfactory to the

Purchaser that the assets of the Debtor have not become the property of the
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government as a result of the Debtor not being in good standing.”

Given that SAC 4 waived the Due Diligence Condition on September 2, 2011 and the
Financing Condition on September 30, 2011, the Receiver is seeking this Court’s
approval of the West Park APS through the 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 Purchaser 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 out in section 4 ofthe Sale Agreement have been

satisfied or waived by the Receiver and the Purchaser; and
iii)  The Transaction has been completed to the satisfaction of the Receiver.

Pursuant to the West Park APS, SAC 4 has paid deposits totalling $100,000 which funds

are being held in trust by Gowlings pending completion of the transaction.

Should this Honourable Court approve the West Park APS, the Receiver will work with
SAC 4 to obtain MOHLTC approval for the transfer the licences to SAC 4 pursuant to the
provisions of the Long-Term Care Homes Act, 2007. Given the Receiver’s recent
experience with the sale of Casa Verde, the licensing transfer process could take in excess

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

“On or before February 29, 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).”
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In view of the Receiver’s recent experience concerning the timing for obtaining MOHLTC
approval for the transfer of licences, and on the assumption that this Honourable Court
approves the West Park APS and directs the Receiver to complete the sale to SAC 4, the
Receiver may be required to enter into 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 to SAC 4, from February 29, 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
West Park APS, or if the West Park APS is approved by the Court but is not completed
for other reasons, public disclosure of the contents of the West Park APS, including the
purchase price, could materially negatively impact the Receiver’s re-marketing of West
Park. For that reason, as stated above, the Receiver is seeking an Order of this
Honourable Court to seal the unredacted copy of Appendix “H” until the Receiver’s
Certificate has been filed with this Honourable Court.

INTERIM STATEMENTS OF RECEIPTS AND DISBURSEMENTS

59.

60.

Attached hereto as Appendices “I”, “J” and “K” are the Receiver’s Interim Statements
of Receipts and Disbursements for the period January 24, 2006 to September 30, 2011
(the “Interim R&Ds”) for each of Paragon, Paragon Ontario and 1508669, respectively.
The Interim R&Ds reflect transactions through the Receiver’s accounts and do not reflect
the receipts and disbursements of the operating accounts managed by Diversicare for the
Receiver, which are maintained on an accrual basis and are reflected in the operating

statement summaries referred to in paragraphs 26, 29 and 34 of this Seventh Report.

On the 22™ day of each month, MOHLTC funding is deposited into the Receiver’s trust
account, the amount of which is based on the census at the Homes and is fairly consistent
from month to month. Each month, Diversicare provides the Receiver with a cash flow

forecast for the Homes and a funding request to meet the cash flow requirements of each
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of the Homes. The Receiver provides the requisite funding to Diversicare and holds the

balance in its trust account.

61.  Due to the compliance issues at West Park in 2010 which resulted in a drop in occupancy
and increased costs to deal with those compliance issues, in late 2010, it became clear that
West Park’s cash receipts were insufficient to meet its obligations. As a reéult, in
November 2010, the Receiver borrowed $375,000 from Peoples and provided to Peoples
Receiver’s Certificate #1 in the amount of $375,000. The borrowed amount was used to
fund shortfalls from receipts at the end of 2010 and in the first quarter of 2011. At this
time, the Receiver does not anticipate it will be in a position to repay the funding provided
by Peoples from funds generated by operations prior to completion of the transaction with

SAC4.

62. As set out in the Interim R&Ds, the current cash balances in the Receiver’s trust accounts

as at September 30, 2011 in respect of each of the Companies is as follows:

Company Cash Balance
Paragon $ 1,730,221
Paragon Ontario 3,813
1508669 161,353
Total $ 1,895,387

As discussed below, the Receiver is proposing to make a distribution to Peoples of a

portion of the cash being held in the Receiver’s Paragon trust account.

PROPOSED DISTRIBUTION TO PEOPLES

63.  The Receiver has approximately $1.73 million in its 'Paragon trust account.
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65.
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With respect to the property, assets and undertaking of Paragon and the business of Casa
Verde, Peoples holds the security described in Appendix “O” attached to the Fifth Report,
which security includes a charge/mortgage of land made in favour of First National
Financial Corporation by Paragon dated May 30, 2004 and registered as Instrument No.
TB953231 as subsequently amended and assigned to Peoples and registered June 15, 2000
as Instrument No. TR061724 (the “Casa Verde First Mortgage”). The Receiver
reported in paragraph 62 of the First Report that it had received an independent legal
opinion from Lang Michener that Peoples’ security over Paragon’s assets was legal, valid

and binding.

A copy of Peoples’ Statement for Discharge Purposes effective October 13, 2011 with
respect to the Casa Verde First Mortgage is attached hereto as Appendix “L.”. As of
QOctober 13, 2011, the outstanding balance (principal and interest) under the Casa Verde
First Mortgage is $16,474,866.10. Peoples had previously informed the Receiver that it
would to like to receive a payment against the outstanding balance on the Casa Verde
First Mortgage should there be sufficient excess cash flow that is not required to operate

Casa Verde.

The Receiver has determined that $1,250,000 would be an appropriate amount to
distribute to Peoples as payment against arrears interest on the Casa Verde First Mortgage
and is seeking this Honourable Court’s approval to make that payment. After
consideration of the amount of the proposed distribution, the Receiver should have
sufficient cash to (i) continue to fund Casa Verde’s operations; (i) address any capital
costs or other costs that may be required in respect of the sale of Casa Verde or as
required by the MOHLTC; and (iii) address any “clawback” claims that may be made by
the MOHLTC in respect of MOHLTC funding provided to the Receiver in respect of the
period following the Appoihtment Date.
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STATEMENTS OF ACCOUNT OF THE RECEIVER AND ITS COUNSEL

67.  The Receiver’s fees for services rendered for the period November 1, 2010 to June 30,
2011 are particularized in the Affidavit of Hartley Bricks sworn October 31, 2011 and the
invoices attached as exhibits thereto. The total amount of the invoices for this period is
$100,664.93 in respect of Paragon and $100,708.44 in respect of 1508669, inclusive of
HST (the “Receiver’s Fees”).

68.  'The fees and disbursements of Gowlings, counsel for Peoples Trust, in respect of work
performed for the Receiver, for the period January 1, 2011 to August 31, 2011 are
particularized in the Affidavit of Harry VanderLugt sworn October 31, 2011 and the
invoices are attached as exhibits thereto. The total amount of the invoices for this period
is $7,288.79 in respect of Paragon and $12,875.62 in respect of 1508669, inclusive of
HST (“Gowling’s Fees™).

69.  The fees and disbursements of Heenan, independent counsel to the Receiver, in respect of
work performed for the Receiver, for the period February 15 to February 22, 2011 are
$1,231.02 in respect of Paragon and $662.86 in respect of 1508669, inclusive of HST

(“Heenan’s Fees™)

70.  The Receiver has reviewed the invoices of Gowlings and Heenan and finds the work

performed and charges to be appropriate and reasonable.

71.  The Receiver has sought and received the approval of Peoples prior to taking interim

draws against the fees of the Receiver and Gowlings.

72.  'The Receiver is seeking this Honourable Court’s approval of its activities to October 14,

2011, the Receiver’s Fees, Gowling’s Fees and Heenan’s Fees as set out above.

RECEIVER’S REQUEST TO THE COURT

73.  The Receiver is respectively seeking an order:
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i) approving the actions and activities of the Receiver from February 16, 2011 to

October 14, 2011;

i1} approving the Interim R&D’s for the period January 24, 2006 to September 30,
2011;

1i1) approving the Receiver entering into and completing the West Park APS and the

Court granting an approval and vesting order;

v) scaling Appendix “H” to this Seventh Report until such time as the West Park
APS is completed and the Receiver’s Certificate is issued by the Receiver and

filed with this Honourable Court;

V) approving a distribution to Peoples in the amount of $1,250,000 to be applied

against interest outstanding on the Casa Verde First Mortgage; and

vi) approving the Receiver’s Fees, Gowling’s Fees and Heenan’s Fees.

All of which is respectfully submitted to this Honourable Court.

DATED this 1* day of November, 2011.

Deloitte & Touche Inc.

in its capacity as Interim Receiver and Receiver and Manager of
the assets, undertakings and properties of

Paragon Health Care Inc., Paragon Health Care (Ontario) Inc.
and 1508669 Ontario Limited and not in its personal capacity

TN Lodtte 4 Tou Ao FAe

Daniel R. Weisz, CA=CIRP, CIRP Hartley Bricks, MBA, CA=CIRP, CIRP
Semor Vice President Vice President
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Court File No. 06-CL-6233

ONTARIO

SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

COMMERCIAL LIST
THE HONOURABLE ) MONDAY, THE 23 DAY
)
JUSTICE CUMMING ) OF JANUARY, 2006
PEOPLES TRUST COMPANY
Applicant
-and -

PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED

Respondents

APPLICATION UNDER section 47 of Bankrupicy and
Insolvency Act, R.S.C. 1985, c. B-3, and under section
101 of the Courts of Justice Act, R.5.0.1990,c. C.43

ORDER

THIS MOTION, made by the Applicant for an Order pursuant to section 47(1) of
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the "BIA") and
section 101 of the Courts of Justice Act, R.S.0 1990 ¢, C-43, as amended (the "CJA")
appointing Mintz & Partners Limited ("Mintz") as interim receiver and receiver and



manager (in such capacities, the "Receiver’) without security, of all of the assets,
undertakings and properties of Paragon Health Care Inc. ("Paragon™ and 1508669
Ontario Limited (“150 Ontario”) was heard this day at 393 University Avenue, Toronto,

Ontario.

ON READING the affidavit of James Dysart sworn January 13, 2006 and the
Exhibits thereto and on hearing the submissions of counsel for the Applicant and the
Respondents, 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 service of Caria Clarizia sworn January 17, 2006 (the “Affidavit of Service”} and on
reading the consent of Mintz to act as the Receiver,

SERVICE AND AMENDMENT

1. THIS COURT ORDERS that the time for service of the Nofice of
Application and the Application Record is hereby abridged so that this motion is properly
retumable today, service upon those parties described in the Affidavit of Service is
hereby validated and any further service of the Notice of Application and Application

Record is hereby dispensed with.

2, THIS COURT ORDERS that Paragon Heaith Care (Ontario) Inc.
(“Paragon Ontario”) be added as a respondent to these proceedings.

APPOINTMENT

3. THIS COURT ORDERS that pursuant to section 47(1) of BIA and section
101 of the CJA, effective 9:00 a.m. Eastern Standard Time January 24, 2006, Mintz is
hereby appointed Receiver, without security, of all of the current and future assets,
undertakings and properties of Paragon, 150 Ontario and Paragon Ontario (collectively,
the “Debtors”), 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

4,

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)

(b)

(c)

(d)

(e)

to take possession and controi of the Property and any and all proceeds,
receipts and disbursements arising out of or from the Property;

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;

to manage, operate and carry on the business of the Debtors, including
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 Debtors;

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 conferred by this Order, including, without
limitation, Diversicare Canada Management Services Co., Inc., or such
other third party opefator as the Receiver may in its discretion designate

(the “Manager”),

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

part or parts thereof,
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(f)

(9)
(h)

(i)

(k)

()

to receive and collect all monies and accounts now owed or hereafter
owing to the Debtors and to exercise all remedies of the Debtors in
collecting such monies, including, without limitation, to enforce any
sécurity held by the Debtors and to collect any payments or subsidies from
the Ontario Ministry of Health and Long Term Care (the “MOH") and any
municipalities, provided, however, that notwithstanding anything herein
contained, 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.S.0. 1990, ¢. N-7, as
amended and the regulations thereunder (the “NHA") and related policy
(and which amounts will be subject to MOH review and reconciliation as

provided for by applicable law);
to settle, extend or compromise any indebtedness owing to the Debtors;

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 Debtors, for any purpose pursuant to this

Order;

to undertake environmental or workers' health and safety assessments of

the Property and operations of the Debtors;

to undertake such repairs and improvements to the Property as the
Receiver may, in its discretion, deem appropriate or the MOH may require,

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 hereafter

instituted with respect to the Debtors, the Property or the Receiver, and to
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{m)

(n)

(0)

settle or compromise any such proceedings, including, without Iirhitation,
any grievances or other labour disputes. 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 pant 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,

()~ without the approval of this Court in respect of any transaction not
exceeding $50,000, provided that the aggregate consideration for
all such transactions does not exceed $200,000; 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 amount 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 Ontario

Bulk Sales Act shall not apply.

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 secured and unsecured
creditors of the Debtors and their advisors as the Receiver deems

appropriate on all matters relating to the Property and the receivership,
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(9)

(r)

(s}

(t)

(u)

and in sach case where the Receiver takes any such actions or steps, it shall be

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
Propenty against title to any or all 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 Receiver, in the name of the

Debtors;

to enter into arrangements with any trustee in bankruptcy appointed in
respect of the Debtors, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any property
owned or leased by the Debtors and the power to lend money to or
indemnify any such trustee, such trustee borrowings or indemnity not to
exceed $25,000 unless otherwise increased by this Court;

to vote any shares and exercise any rights which the Debiors may have as
shareholder and to otherwise deal with all securities, warrants or other

interests held by the Debtors, for its benefit; and,

to take any steps reasonably incidental to the exercise of these powers,

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

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

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

5. THIS COURT ORDERS that (i) the Debtors, (i) all of their current and former
directors, officers, employees, agents and sharehoiders, any other persons
acting on their instructions or behalf including, without limitation, any accountants
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or legal counsel, and (iii} all other individuals, firms, corporations, governmental
bodies or agencies, or other entities having notice of this Order (all of the
foregoing, collectively, being "Persons" and each being a "Person”) shall
forthwith advise the Receiver of any Property in such Person's possession or
control, sha“ grant immediate and continued access to the Property to the
Receiver, and shall deliver all such Property to the-Heceiver upon the Receiver's
request, other than documents or inforrﬁation which may not be disclosed or
provided to the Receiver due to the privilege attaching to solicitor-client
communication or due o statutory provisions prohibiting such disclosure.

THIS COURT ORDERS that all Persons shall deliver to the Receiver all of the
Debtors' books, documents, securities, contracts, orders, corporate and
accounting records and all computer records, computer programs, computer
tapes, computer disks, data storage media and programs containing any such
information, and any other papers, records and information of any kind of the
Debtors relating thereto in their possession or control (the foregoing, collectively,
the "Records"), and shall provide to the Receiver or permit the Receiver to make,
retain and take away copies thereof and grant to the Receiver access to and use
of accounting, computer, software and physical facilities relating thereto.

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 provider or otherwise, all Persons in possession or control of =

such Records shall forthwith give unfettered access to the Receiver for the
purpose of allowing the Receiver to obtain access to, recover and fully copy all of
the informatioh contained therein 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, ali Persons shall
provide the Receiver with all such assistance in gaining immediate access to the
informat.ion in the Records as the Receiver may in its discretion require including,
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without limiting the generality of the foregoing, 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

THIS COURT ORDERS that no proceeding, enforcement process, or extra-
judicial proceeding in any court or other tribunal (each, a "Proceeding"), shall be
commenced or continued against the Receiver or any person engaged by the
Receiver, including the Manager, except with the written consent of the Receiver

or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

9.

THIS COURT ORDERS that no Proceeding against or in respect of the Debtors
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 Debtors or the Property are hereby stayed
and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

10.

"THIS COURT ORDERS that all rights and remedies against the Debtors or
affecting the Property are hereby stayed and suspended pending written consent

of the Receiver or leave of this Court, provided, however, that nothing in this

paragraph or this Order shall:

(a) empower the Receiver or the Debtors to carry on any business which the

Debtors are not lawfully entitled to carry on;

(b) exempt the Receiver or the Debtors from compliance with statutory or
regulatory provisions relating to heatth, safety or the environment, or other
mandatory statutory or regulatory provisions of applicable law, and, for
greater certainty, this Order shall not be construed so as to prohibit,

-8-
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restrain, impede or in any way interfere with the MOH , the Director under
the NHA, or employees or agents of the MOH (collectively, the “Minister”)
in exercising any jurisdiction, duty, power, or authority granted under the
NHA or the Health Facilities Special Orders Act, R.S.0. 1890, ¢. H.5, as
amended, without further order of this Court or the written _consent of the
Receiver (including, without limitation, the right to suspend a licence, to
take control of a home, or to terminate a service agreement), where it has
been determined by the Minister to be necessary to protect the. health,
safety and welfare of residents, and any such exercise by the Minister
shall not in any way diminish or derogate from the protections against
liabilities afforded to the Receiver under this Order, or under the provision

of the BIA, or at law or equity; or,

(c)  prevent the filing of any registration to preserve a security interest or a

claim for lien.

NO INTERFERENCE WITH THE RECEIVER

1.

THIS COURT ORDERS that no Person shall discontinue, fail to honour renewal
rights, alter, interfere with, repudiate, terminate or cease to perform any right,
contract, arrangement, agreement, licence or permit in favour of or held by the
Debtors, without written consent of the Recesiver or leave of this Court, and,
without limiting the generality of the foregoing, the MOH is hereby directed to
make all payments of funds to whrch the Debtors are entitled directly to the
Receiver and the MOH shall not suspend, cancel or set-off such payments
without further order of this Court, provided, however, that nothing in this
paragraph shall exempt the Receiver or the Debtors from compliance with

statutory or regulatory provisions relating to health, safety or the environment, or
other mandatory statutory or regulatory provisions of applicable law from and

after the date of this order.

CONTINUATION OF SERVICES
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12.

THIS COURT ORDERS that all Persons having oral or written agreements with
the Debtors 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, insurahc_e.
transportation services, utility or other services to the Debtors are hereby
restrained until further Order of this Court from discontinuing, failing to honour
renewal rights on reasonable terms, altering, interfering with or terminating the
supply of such goods or services as may be required by the Recsiver, and that
the Receiver shall be entitled to the continued use of the Debtors' current
telephone numbers, facsimile numbers, intermnet addresses and domain names,
provided in each case that the normal prices or charges for ail such goods or
services received after the date of this Order are paid by the Receiver in
accordanée with normal payment practices of the Debtors or such other practices
as may be agreed upon by the suppiier or service provider and the Receiver, or

as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

13.

THIS COURT ORDERS that all funds, monies, cheques, instruments, and other
forms of payments received or collected by the Receiver (*Receipts"} from and
after the making of this Order from any source whatsoever, including, without
limitation, the sale of all or any of the Property and the collection of any accounts

Teceivable in Whole or in part, whether in existence on thé date of this Orderor =

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

OCrder of this Court.

-10-
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EMPLOYEES

14.

15.

16.

THIS COURT ORDERS that the Receiver shall not be liable for any non-
unionized employee-related liabilities, including, without limitation, 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.

THIS COURT ORDERS that the Receiver shall not be liable for any unionized
employee-related liabilities, including, without limitation, wages, severance pay,
termination pay, vacation pay, and pension or benefit amounts, other than in

accordance with the terms of the agreements appended as fo the Supplementary

Affidavit of James Dysart (the “Labour Agreements”), which Mintz is hereby
authorized to execute in its capacity as Receiver and, if applicable, Trustee in
Bankruptcy, and, for greater certainty, leave shall not be granted to any person,
pursuant to s. 215 of the BIA, fo commence proceedings against the Receiver or,
if applicable, the Trustee in Bankruptcy, in respect of matters forming the subject
matter of the Labour Agreements, other than in accordance with the terms

thereof,

THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canadian

Personal Ihformation Protection and Electronic Documents Act, the Receiver

shall disclose personal information of identifiable individuals to prospective
purchasers or bidders for the Property 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 fo its evaluation of the
Sale, and if it does not corﬁplete a Sale, shall return all such information to the
Receiver, or in the alterative destroy all such information. The purchaser of any
Property shall be entitled to continue to use the personal information provided to

-11-
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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 Debtors, and shall

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

personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

17.

THIS COURT ORDERS that nothing herein contained shalt require or obligate
the Receiver to occupy or to take control, care, charge, occupation, posseésion
or management of any of the Property which may be environmentally
contaminated, or a pollutant or a contaminant, or cause or contribute to a spill,
discharge, release or deposit of a substance contrary to any federal; provinéial or
other legislation, statute, regulation or rule of law or equity respectlngthe
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 Safefy Act and regulations thereunder (the
"Environmental Legisiation"), provided however that the Recsiver shail promptly
advise the Ontario Ministry of the Environment of any obvious or known

environmental condition existing on or in any of the Property in accordance with

applicable Environmental Legislation.

RECEIVER'S ACCOUNTS

18.

THIS COURT ORDERS that any expenditure or liability which shall properly be
made or incurred by the Receiver, including (subject to the approval of the Court)
the fees of the Receiver and the fees and disbursements of its legal counsel,
incurred at the normal rates and charges of the Receiver and its counsel (the
“Receiver's Operating Costs”), 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

-12 -
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19.

20.

Person, including, without limitation, the security interest of Peoples Trust

Company (the “Receiver's Charge").

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 referred to a judge of the Commercial List of the Ontario

Superior Court of Justice.

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-rerhune'r'ation

and disbursements when and as approved by this Court.

FUNDING OF THE RECEIVERSHIP

21.

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, inciuding 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
ali security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subordinate in priority to the Receiver's

Charge.

-13 -
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22. THIS COURT ORDERS that neither the Receiver's Borrowings Cha-rge nor any
other security granted by the Receiver in connection with its borrowings under

this Order shall be enforced without leave of this Court.

o3 THIS COURT ORDERS that the Receiver is at iiberty and authorized to issue
" certificates substantially in the form annexed as Appendix "C" hereto (the
"Receiver's Certificates") for any amount borrowed by it pursuant to this Order.

24. 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 evidencing the same or any part thereof shall rank on a

pari passu basis.
LIMITATION ON THE RECEIVER’S LIABILITY

‘25. THIS COURT ORDERS that the liability that the Receiver may incur as a result
of its appointment or as a result of the performance of its duties hereunder other
than the Receiver's Operating Costs or any liability arising as a result of its gross
negligence or wilful misconduct (the “Receiver’s Liabilities”), shall be limited in
the aggregate to the Net Realizable Value of the Property. The Net Realizable
Value of the Property shall be the proceeds realized in cash from the disposition
of the Property after the Receiver's Operating Costs, including monies borrowed

hereunder, have been paid.

26. THIS COURT ORDERS that the Receiver's Liabilities shall form a charge on the -
Net Realizable Value of the Property {the “Receivers Liability Charge”)
subordinate to the Receiver's Charge and the Receiver's Borfowings Charge.

GENERAL

27.  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.

-14-



28.

29.

30.

31.

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 or elsewhere 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 requested to make
such orders and to provide such assistance to the Receiver, as an officer of this
Court, as may be nécessary or desirable to give effect to this Order or to assist
the Receiver and its agents in carrying out the terms of this Order.

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.

THIS COURT ORDERS that the Applicant shall have its costs of this motion, up
to and including entry and service of this Order, as provided for by the terms of
the Plaintiff's security or, if not so provided by the Plaintiff's security, then on a

substantial indemnity basis.

THIS COURT ORDERS that any interested party may apply to this Court, within
30 days of mailing to them of a copy of this Order, to vary or amend this Order on
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 order.

/ JOSEPH P VAN TASSEL

REGISTRAR

ENTERED AT / INSCRIT A TORONTO
ON / BOOK NO:
_LE /DANS LE REGIETRR N~

JAN 7 & 1uilb

PEH/PAF(JA/
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TO:

AND TO:

AND TO:

AND TO:

‘ APPENDIX “A”
SERVICE LIST

PARAGON HEALTH CARE INC.
3595 Keele Strest

Toronto, Ontario

M3J 1M7

Attention: Gerald Harquail, President

1508669 ONTARIO LIMITED
103-111 Petham Road

St. Catherines, Ontario

L2S 159

Attention: Gerald Harquail, President

SACK GOLDBLATT MITCHELL
Suite 1130, Box 180

20 Dundas St. W.

Toronto, Ontario

M5G 2G8

Attention: Michael Kainer
Tel: (416) 977-6070
Fax: (416) 591-7333

Solicitors for Service Employees International Union, Local 1.on,
Canadian Union of Public Emplioyees and its Local 1263 and the Nursing
Homes and Related Industries Pension Plan

MINISTRY OF FINANCE, Insolvency Unit
33 King Street West, 6™ Floor

Oshawa, Ontario
LiH 8H5

-16-
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AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

DEPARTMENT OF JUSTICE (CANADA)
Ontario Regional Office

The Exchange Tower, Box 36

130 King Street West, Suite 3400
Toronto, Ontario

M5X 1K6

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

LANG MICHENER LLP
BCE Place, P.O. Box 747
Suite 2500, 181 Bay Street
Toronto, Ontario

M5J 2T7

Attention: Les Wittlin
Tel: (416) 360-8600
Fax: (416) 365-1719

Solicitors for Mintz & Partners Limited

Ginette Harquail

c/o Paragon Health Care Inc.
3595 Keele Street

Toronto, Ontario

Ma3ad 1M7

MINISTRY OF HEALTH AND LONG TERM CARE
56 Wellsley Street West, 8" Floor

Toronto,.Ontario. )

M7A 249

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

CAPPELLACCI DAROZALLP

462 Wellington Street West, Suite 500
Toronto, Ontario

M5V 1E3

Attention: Ernest J. Cappellacci
Tel: 416-955-9500
Fax: 416-955-9503

Solicitors for Diversicare

-17-
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APPENDIX “B”
LEGAL DESCRIPTIONS OF PROPERTY

Part'Lot 17, Concession 3, W.Y.S., Township of York, designated as Part 1, Plan 64R-
9597, City of Toronto, Property Identifier Number 10181-0039(LT), municipally known
as 3595 Keele Street, Toronto, Ontario. :

Lots 814-819 and 857-861, TP Plan 94 Grantham, City of St. Catharines, Property
Identifier Number 46172-0268(LT) municipally known as 103-111 Pelham Road, St.
Catharines, Ontario and Lots 738-739, TP Plan 94, Grantham, City of St. Catharines,
Property Identifier Number 46172-0309(LT), municipally known as 34-36 Whitworth
Street, St. Catharines, Ontario. -
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APPENDIX "C"

RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT $

1. THIS IS TO CERTIFY that [RECEIVER'S NAME], the interim receiver and
receiver and manager (the "Receiver”) of all of the assets, undertakings and properties
of [DEBTOR'S NAME] appointed by Order of the Ontario Superior Court of Justice (the
"Court") dated the ___ day of , 2006 (the "Order") made in an action (the

"Action") having Court file number 06-CL- , has received as such Receiver from
the holder of this certificate (the "Lender") the principal sum of § | ) V.”be'ing
part of the totai 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] after 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,

expenses and liabilities.

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

payable at the main office of the Lender at Toronto, Ontario.

-19-
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5. Until all fiability 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.

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 , 20086.

[RECEIVER'S NAME], solely in its capacity as
Receiver of the Property (as defined in the
Crder), and not in its personal capacity

Per:

Name:

Title:

TOR_LAW\ 6220395\

-20-
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Court File No. 06-CL-6233
ONTARIO
SUPERIOR COURT OF JUSTICE
[COMMERCIAL LIST]

BETWEEN:

PEOPLES TRUST COMPANY
Applicant

-and-

PARAGON HEALTH CARE INC. AND 1508669 ONTARIO LIMITED

Respondent
SIXTH REPORT TO THE COURT OF THE RECEIVER
(dated February 15, 2011)
INTRODUCTION
1. Pursuant to an Order of the Ontario Superior Court of Justice (Commercial List) (the

“Court”) dated January 23, 2006 (the “Appointment Order”), Mintz & Partners Limited
(“MPL”) was appointed as Interim Receiver and Receiver and Manager (the “Receiver”)
of all the assets, undertakings and property of Paragon Health Care Inc. (“Paragon’),
Paragon Health Care (Ontario) Inc. (“Paragon Ontario™) and 1508669 Ontario Limited
(*1508669") (collectively, the “Companies™) effective 9:00 amon J anuary 24, 2006 (the
“Appointment Date”). A copy of the Appointment Order is attached hereto as Appendix
“A”. By Order of the Court dated July 2, 2008, following the merger of the aqcounting
praétices of Delojtte & Touéhe LLP and Mintz & Partners LLP, the name of the Receiver
was changed to Deloifte & Touche Inc. (“Deloitte™). ‘
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Paragon’s assets cdmprise the Casa Verde Health Centre, a 252-bed nursing home (“‘Casa
Verde Nursing Home™) and a 94-bed retirement home (“Casa Verde Retirement
Home”) (collectively, with Casa Verde Nursing Home, “Casa Verde”) located at 3595
Keele Street, Toronto, Ontario. 1508669’s assets comprise the West Park Health Centre
(“West Park™), a 93-bed nursing home located at 103: 111 Pelham Road, St. Catharines,
Ontario (co]iectively, with Casa Verde, the “Homes” or “Facilities™).

Paragon Ontatio is a non-operating entity that employs certain nursing staff used by Casa

Yerde.

On April 4, 2007, the Honourable Justice Camming granted an Order (the “April 4, 2007
Order”) approving, among other things (i) a distribution of $200,000 from 1508669 to
Peoples Trust Company (“Peoples”), the first secured creditor; (ii) the Receiver’s
activities from the Appointment Date to March 26, 2007; and (iii) the fees and
disbursements of the Receiver and those of its counsel. In support of the motion that
resulted in the April 4, 2007 Order, the Receiver submitted its First Report to the Court
dated March 26, 2007 (“First Repor{”™).

On August 21, 2007, the Honourable Justice Lederman granted an Order approving the
Receiver’s commencement of a marketing and sale process for the Homes (the “Sale
Process Order”). In support of the motion that resulted in the Sale Process Order, the
Receiver submitted its Second Report to the Court dated July 27, 2007 (the “Second
Report™). |

The Receiver’s Third Report to the Court dated August 24, 2007 was submitted in
response to a motion brought by a former employee who was seeking leave to issue a

Statement of Claim to commence a wrongful dismissal action against the Receiver.

On July 2, 2008, the Honourable Justice Karakatsanis granted an Order (the “July 2
Order”) appro.vj_ug, among other things (i) a distribution of $800,000 from 1508669 to

Peoples; (ii) the fees and disbursements of the Receiver and those of its counse!; and (i)
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changing the name of the Receiver to Deloitte. In support of the motion that resulted in
the July 2 Order, the Receiver submitted its Fourth Report to the Court {the “Fourth
Report”) dated June 25, 2008.

On December 23, 2009, the Honourable Justice Cumming graﬁted an Order (the
“December 23 Order”) approving, among other things (i) a distribvtion of $1,000,000
from Paragon to Peoples; (ii) the fees and disbursements of the Receiver and those of its
counsel; and (iit) the Receiver’s actions and activities of the Rcc;i\rcr from Tupe 26, 2008
to December 14, 2009. In support of the motion that resulted in the December 23 Order,
the Receiver submitted its Fifth Report to the Court (the “Fifth Report”) dated December
14,2009. A copy of the Fifth Report without appendices is attached hereto as Appendix
“B”.

The purpose of this Sixth Report of the Receiver (the “Sixth Report”) is to:
» update the Court on the operation of the Homes;
¢ update the Court on the status of the marketing and sale process for the Homes;

» request the Court issue an order approving an Agreement of Purchase and Sale
(the “GEM APS™) as between the Receiver and GEM Health Care Group Limited
(“GEM” or the “Purchaser”) and, to the extent the conditions of the GEM APS
are satisfied, vesting in the Purchaser all the right, title and interest of Paragon and
Paragon Ontario in the assets free and clear of all liens, security interests and other
encumbrances, save and except for the permitted encambrances referred to in the

GEM APS;

* request approval of a proposed distribution of $2,000,000 from Paragon fo
Peoples; and

* request the Court’s approval of the fees and activities of the Receiver, and those of

its counsel.




TERMS OF REFERENCE

10.

11

12.

In preparing this Report, the Receiver has relied upon records of the Companies and
unaudited financial information prepared by the Companies and/or Diversicare Canada
Management Services Co., Inc. (*Diversicare”). The Receiver has not performed an andit
or other verification of such information. As set out in the First Report, Diversicare has
been engaged as day-to-day manager of Casa Verde and West Park on behalf of the

Receiver.

- The Receiver has sought the advice of Gowling Laflenr Henderson LLP (“Gowlings™),

counsel to Peopies, for general legal matters that have arisen in respect of the
receiverships. Where the Receiver has required independent legal advice, the Receiver

has sought the counsel of Lang Michener LLP (“Lang Michener™).

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.

OPERATIONS

13.

The Receiver has continued to operate the Facilities pursuant to the powers and duties

uader the Appointment Order.

Casa Verde

Occupancy

14.

15.

At the Appointment Date, Casa Verde Nursing Home was approximately 67% occupied
and Casa Verde Retirement Home was approximately 50% occupied. Upon its
appoiﬁtment, the Receiver commenced a capital expenditure and repair program with a
goal of improving the physical premises at Casa Verde and increasing occupancy. To that
end, as of December 31, 2010, and as discussed later herein, the Receiver has made

capital expenditures of approximately $1,188,000 since the Appointment Date.

As of January 31, 2011, Casa Verde Nursing Home is approximately 91% occupied while
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16.

Casa Verde Retirement Home is at 55% occupancy. For 2010, Casa Verde Nursing Home
averaged approximately 94% occupancy while Casa Verde Retirement Home averaged
approximately 55% occupancy. These occupancy levels are virtually identical to those
reported approximately one year ago in the Fifth Report. The increase in occupancy since

the Appointment Date can be atiributed to the followihg:

s amore concerted marketing campaign by Casa Verde, including marketing of the

local Community Care Access Centre which places new applicants in homes;
s achange over to a more experienced senior managemeﬁt feam;
¢ the creation of model suites for a better presentation fo potential residents;

¢ improved appearance of Casa Verde Nursing Home through repairs and

maintenance anthorized by the Receiver and effected through Diversicare; and

e 2 general decrease in available beds in competitor nursing homes in the North

Toronto area.

The Receiver continues to work with Diversicare to develop strategies to try to incrcase

the oceupancy of Casa Verde Retirement Home.

Ministry of Health and Long-Term Care

Compliance

17.°

On February 3 and 4, 2010, the Ministry of Health and Long-Term Care (“MOHLTC”)
completed its annual inspection of Casa Verde Nursing Home. The MOHLTC identified

certain unmet standards or criteria but did not identify any areas of non-compliance. With

respect to the unmet standards identified by the MOHITC, a Plan of Corrective Action
was submitted by Casa Verde which was accepied by the MOHLTC. A copy of the
correspondence from the MOHLTC dated April 20, 2010 and the Long-Term Care Home

Review Summary Report is attached hereto as Appendix “C”. The annual inspection for
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2011 has not yet taken place and could occur at any time during the year.

Service Accountability Agreement and Licensing

18.

19.

Puorsuant to the Long-Term Care Homes Act, 2007, 5.0 2007, ¢.8 (the “LTCHA"), all
operators of long-term care homes (“HSP”) were required by July 1, 2010 toenterinto a
Service Accountability Agreement (“SAA”) with the Local Health Integration Network
(the “LHIN”) that services the area in which the HSP is located. The SAA sets out the
terms under which the LHIN will provide funding to the HSP and the performance

" obligations of the FISP in return for that funding. On July 13, 2010, following varions

communications between the Receiver and the Central LHIN regarding the applicability
of certain wording in the SAA taking into account Paragon’s receivership, the Receiver
executed a SAA effective as of July 1, 2010 with the Central LHIN. The SAA expires on
March 31, 2013.

On July 1, 201(]‘, pursuant to section 99 of the LTCHA, the MOHLTC issned a Long-
Term Care Home Licence to Paragon for 252 beds. The effective pertod of the licence is

from July 1, 2010 to June 30, 2025.

Accreditation

20.

Casa Verde Nursing Home received long-term care home accreditation from
Accreditation Canada in October 2007. Accreditation Canada is an independent agency
recognized by the MOHLTC that assesses the quality of services provided in nursing
homes. The next accreditation survey of Casa Verde Nursing Home is to be completed by
August31, 2011. On April 8, 2009, Casa Verde Retirement Home received accreditation
from the Ontario Retirement Communities Association and was admitted to its
membership. The next accreditation survey of Casa Verde Retirement Home is not

required before 2012.

Legal Action

21.

On December 6, 2010, the Receiver was forwarded a Statement of Claim in which it and
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Diversicare were named as defendants in an action brought by a former Casa Yerde
resident regarding an altercation between two residents that took place at Casa Verde.
The Receiver forwarded the statement of claim fo its insurer which has advised the

Receiver that it has engaged legal counsel to defend the action.

Human Rights Complaint

22.

On August 5, 2010, the Receiver was advised that on June 10, 2010 a former Casa Verde
employee had filed an Application under the Human Rights Code, R.S.0.1990, c. H 10,
as amended, (the “HR Application”) naming Casa Verde Retirement Residence and
Long-Term Care and the Service Employees International Union, Local [ as respondents
to the HR Application. The grounds of discrimination alleged in the HR Application are
disability and age. The Receiver has engaged counsel to defend the HR Application.

Operating Results

23.

24,

25.

Attached hereto as Appendix “D* is an operating statement summary for Casa Verde
Nursing Home for the period January 24, 2006 to November 30, 2010 (the “Results
Period”). Casa Verde Nursing Home has generated positive net income (before
consideration of interest, depreciation and capital expenditures) of approximately $4.9

million over the Results Period,

Over the Results Period, the Receiver has incurred approximately $260,000 in
restruciuring costs which relate to appraisal fees and severance and termination costs for

terminated employees.

In addition to the operating expenses referred to on the Operating Statement Sumimary, as
set out earlier in this report, the Receiver has expended approximately $1,188,000 in
capital expenditures for Casa Verde. The significant expenditures relate to remediation of
Casa Verde’s roof, replacement of certain HVAC components, refurbishment and
improvement of certain wings of the building to bring these areas back into use in order fo

allow for full occupancy at Casa Verde, and the purchase of new furniture and fixtures.
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26.

072

Attached hereto as Appendix “E” is an operating statement summary for Casa Verde
Retirement Home for the Results Period. Casa Verde Retirement Home has experienced a
net operating loss of approximately $1.66 million (before consideration of interest,
depreciation and capital expenditures) over the Results Period as a result of occupancy
levels in the 50% to 60% range since the Appointment-Date. The Receiver is continuing
to work with Diversicare to develop strategies to increase occupancy or otherwise employ

the unused space at Casa Verde Retirement Home for other revenue generating projects.

. West Park

Occupancy

27.

Since the Appointment Date to 2010, occupancy at West Park had remained relatively
constant at an average occupancy rate in excess of 97%. However, due o a cessation of
admissions imposed by the MOHLTC over the January to March 2010 period (as

discussed further below), occupancy for 2010 averaged approximately 94%.

Ministry of Health and Long-Term Care

Compliance Matters

28.

25.

As discussed in the Fifth Report, by letter dated November 13,2009 from the MOHLTC,
West Park was placed under enforcement inspection for a period of 90 days. The
MOHLTC indicated that the reason for placing West Park under enforcement inspection
was the lack of progress in addressing previonsly identified areas of non-compliance and

unmet criteria.

By letter dated January 6, 2010, for the reasons as outlined in that letter, the MOHLTC -

advised that it was ceasing authorizing admissions at West Park for a thirty-day period.
The MOHLTC further advised that it was continuing with enhanced enforcement
monitoring of West Park. A copy of the January 6, 2010 letter from the MOHLTC is
attached hereto as Appendix “F”.
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30.  The issues identified by the MOHLTC that lead to the enhanced enforcement and
cessation of admissions were relaied to care and nursing. To address these issues, in
addition to developing and submitting plans of corrective action which were accepted by
the MOHLTC, Diversicare provided increased administrative and nurse consulting
support as well as implemented a reorganization of the internal management of West
Park, which included replacing the Administrator, the Director of Care and the Assistant

Director of Care positions.

31. .Byletterdated March 5, 2010, the MOHLTC advised that it was permitting admissions to
resume at West Park at a rate of one admission per week for the first two weeks and then
two admissions per week for the following two weeks. The MOHLTC further advised
that West Park would continue to be subject to unarnounced enforcement inspections. A

copy of the March 5, 2010 letter is attached hereto as.Appendix “G7.

32. By letter dated May 4, 2010, the MOHLTC advised that it was permitting West Park o
resume regular admission practices. The MOHLTC further advised that West Park would
continue to be subject to enforcement inspections for a period of 90 days effective March
5,2010. A copy of the May 4, 2010 (incorrectly dated May 4, 2009) letter is attached
hereto as Appendix “H”.

33.  OnlJuly 21 through 28, 2010, the MOHLTC conducted a follow up inspection of West
Park and identified a number of areas of non-compliance. On October 12, 2010, the
MOHLTC issued an Order(s) of the Inspector pursuant to section 153 and/or 154 of the
LTCHA. A copy of the Inspection Report and Order(s) of the Inspector is attached bereto
as Appendix “i”. Diversicare has advised that all of the Orders have been complied with
and all required work referred to in the Orders has been completed. West Park is now

only subject to regular MOHLTC inspection reviews.

Service Accountability Agreement and Licensing

34.  Onluly 13, 2010, following various communications between the Receiver and the LHIN
regarding the applicability of certain wording in the SAA taking into account 1508669’s
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receivership, the Receiver executed a SAA effective as of July 1, 2010 with the Hamilton
Niagara Haldimand Brant LHIN. The SAA expires on March 31, 2013.

35.  OnJuly 1, 2010, the MOHLTC issued a Long-Term Care Home Licence to 1508669 for
101 beds. The effective period of the licence is from July 1, 2010 to Juae 30, 2025,

Operating Results

36.  Attached hereto as Appendix “J” is an operating statement summary for West Park for
the Results Period. Over the Results Period, West Park has generated. positive net
operating income of approximately $890,000 (before consideration of interest,
depreciation and capital expenditures). Until 2010, West Park had generated relatively
constant positive results. However, due to the compliance matters in late 2009 and
throughout most of 2010 including the cessation of admissions for a two month period in
early 2010, and the increased costs incurred to address those compliance matters, West
Park experienced a net loss of approximately $240,000 in the eleven month period ending
November 30, 2010. As the compliance matters have been addressed and occupancy at
West Park has returned to near capacity, the Receiver anticipates that results for 2011
should return to those levels experienced in the 2006 to 2009 period.

37.  TIn addition to the operating expenses referred to on the Operating Stalement Summary,
over the Results Perjod, the Receiver has expended approximately $410,000 in capital
expenditures for West Park. ‘The significant expenditures relate to remediation of the
roof, replacement of substantially all of the windows of the building, elevator repairs and

replacement of flooring in certain sections of West Park.

MARKETING AND SALES PROCESS

38. Following the issuance of the Sale Process Order, the Receiver conducted a marketing and
sales process (the “First Sale Process™), the details of which were sct out in the Fourth

Report. The First Sale Process failed to result in acceptable offers for the Homes.




39.
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On May 30, 2008, the Receiver, with the concurrence of Peoples, engaged John A. Jensen
Realty Inc. (“Jensen™) to list the Homes for sale under separate six month listing
agreements. Jensen’s expertise is the marketing and sale of nursing and retirement home
facilities. With the agreement of Peoples, the Receiver has extended its listing
agreements with Jensen with respect to the Homes to April 29, 2011. Jensen has
advertised the Homes on its website, sent marketing information on the Homes fo its
proprietary database of contacts of parties interested in senior’s housing opportunities and
has also advertised the Homes on Loop Net, which porports to be the largest and most

heavily trafficked commercial online real estate listing service.

For purposes of this Sixth Report, the Receiver has not included the names of potential
purchasers, or offered purchase prices for the Homes, in order to not compromise the

current or future sales efforts by the Receiver.

Casa Verde

41.

42,

43,

On February 26, 2009, the Receiver entered into a letter of intent for the sale of Casa
Verde. The Receiver provided the potential purchaser with a draft agreement of purchase
and sale and various materials for it to conduct its due diligence and commenced to
negotiate an agreement of purchase and sale. However, on April 3, 2009, the potential

purchaser terminated its letter of intent in accordance with its terms.

On Tuly 3, 2009, the Receiver entered into a letter of intent with a second party (“Second
Party™) for the sale of Casa Verde. The Receiver provided the Second Party with various
materials for it to conduct its due diligence and with a draft agreement of purchase and
sale. Tn late November 2009, and following extensive negotiations and discussions with
the Second Party, the Second Party informed the Receiver that it would not at that time be
proceeding any further with the transaction, The Receiver terminated the Second Party’s

letter of intent in accordance with its terms.

On January 20, 2010, the Receiver received an expression of interest for Casa Verde from

GEM.
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In order to consider the GEM offer, the Receiver commissioned an independent appraisal
of Casa Verde by Carmichael Wilson Property Consultants Ltd. (“CWPC”), On April 23,
2010, CWPC prbvided its market value appraisal to the Receiver which had an effective
date of March 12, 2010. The cover letter to the CWPC appfaisal (the “C‘WTC Letter”),
which summarizes the appraisal, forms Appendix “K” of this report. A copy of the
CWPC Letter will be made available to the Court subject to a request for a Sealing Order
pending the closing of the GEM transaction.

Based on the CWPC appraisal, the Receiver wished to proceed to pursue a sale of Casa_

Verde to GEM, and sought Peoples’ approval to the proposed transaction. In mid-July
2010, the Receiver received Peoples’ consent for the Receiver to complete a sale based on
GEM’s letter of intent. Jensen advised GEM that the Receiver was prepared to move
forward and work toward completion of an agreement of purchase and sale. ‘Throughout
Tuly and Augnst 2010, the Receiver negotiated the terms of an agreement of purchase and
sale with GEM that would be acceptable to the Receiver and Peoples. On October 20,
2010, with Peoples’ approval, the Receiver and GEM executed the GEM APS. Due to
various delays in completing the GEM APS, on October 28, 2010, the Receiver and GEM
entered into Amending Agreement No. 1 which extended to January 24, 2011 the period
during which GEM was permitted to conduct its due diligence and seek financing, Copies
of the GEM APS and.Amcnding Agreement No. | are attached hereto as Appendix “L”,
redacted to maintain confidentiality with respect to the purchase price, pending the closing
of the GEM transaction. An unredacted copy of the GEM APS will be made available to

the Court, subject to a request for a Sealing Order.
Paragraph 4.3(a) of the GEM APS provides for the following:

“On or within 30 days following 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

Assets free and clear of all liens, security interests and other encumbrances,
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save and except for the Permitted Encumbrances, such order to be

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

GEM waived the Due Diligence Condition and the Financing Condition on January 24,
2011. As a result, the Receiver is seeking this Court’s approval of the GEM APS through
the 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 Purchaser a certificate (the “*Receiver’s Certificate”) that certifies the following

(defined terms are as defined in the Receiver’s Certificate):

i) 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 out in section 4 of the Sale
Agreement have been satisfied or waived by the Receiver and the

Purchaser; and

fii} The Transaction has been completed to the satisfaction of the

Receiver.

Pursuant to the GEM APS, GEM has paid deposits totalling $450,000 which funds are

being held in trust by Gowlings pending completing of the transaction.

Should this Honourable Court approve the GEM APS, the Receiver will work with GEM
to comply with the MOHLTC’s Nursing Home/Bed Licensing Review Process (“Nursing
Home Licensing Process”), a copy of which js attached hereto as Appendix “M”’. The
MOHLTC has recently advised the Receiver that the Nursing Home Licensing Process
could take four to six mon_ths, or even longer, to complete before the license transter is

approved.

Paragraph 4.3(c) of the GEM APS provides for the following:
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“On or before March 31, 2011, 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 information recently provided by the MOHLTC regarding the anticipated
timing of completion of the Nursing Home Licensing Process, and on the assumption that

this Honourable Court approves the GEM APS and directs the Receiver to complete the

sale to GEM, the Receiver will request that GEM enter into an amending agreemeit to

extend the date by which the MOHILTC will have approved the purchase by GEM and the
issnance of 'a new licence to GEM, from March 31, 2011 to October 31, 2011 or such

other date mutually acceptable to the Receiver and GEM.

To the extent that this Honourable Court does not approve the Receiver completing the
GEM APS, or if the GEM APS is approved by the Court but is not completed for other
reasons, public disclosure of the contents of the GEM APS, including the purchase price,
could materially negatively impact the Receiver’s re-marketing of Casa Verde. Tor that
reason, as stated above, the Receiver is seeking an Order of this Honourable Court to seal
Appendices “K” and “L” until the Receiver’s Certificate has been filed with this

Honourable Conrt.

West Park

51

On February 26, 2009, the Receiver entered into a letter of intent with a party for the sale
of West Park (the “WP Party”). The Recciver provided the WP Party with a draft
agreement of purchase and sale and various documents requested by the WP Party in
order that the WP Party could conduct its due diligence on West Park. The letter of intent
provided that the parties would enter into a definitive agreement of purchase and sale
(“West Park APS”) by Mérch 24, 2009 (the “APS Deadline™). By the APS Deadline,
the parties had not entered into the West Park APS, however, the Receiver and the WP

Party agreed that they would continue to negotiate and that the WP Party would continue
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to conduct its due diligence on the property notwithstanding the passing of the APS
Deadline. Despite this extension, and following extensive negotiations and discussions,
the parties could not agree on the terms of a West Park APS and in mid-August 2009, the

parties mutually agreed to terminate the transaction.

In September 2009, Peoples sought the Recciver’s consent to commence a foreclosure
action on its second mortgage on West Pack (the “Foreclosure Action™). After receiving

advice from Lang Michener, the Receiver provided its consent to the Foreclosure Action

_on September 5, 2009.

Peoples subsequently issued a statement of claim in connection with the Foreclosure
Action which it served on the Receiver and 1508669. Peoples then sought to obtain
default judgement in regards to the Foreclosure Action. On December 3, 2009, Peoples
assigned the second mortgage to West Park Holdings Ltd. (“WP Holdings™) which entity
continued the Foreclosure Action. The Foreclosure Action was completed on Decetnber
22, 2009 which had the effect of extinguishing the second mortgage on West Park (and
Casa Verde, as both properties secured the same debt) and made WI* Holdings the

' registered owner of West Park. Gowlings has advised that the Peoples first mortgage

against 1508669 is unaffected by the Foreclosure Action.

Folloiving ‘WP Holdings’ foreclosure on the second morigage, the Receiver, at the request

of Peoples, investigated the possibility of a redevelopment of West Park into a Class “A™

long-term care home. In that regard, the Receiver commissioned OCA Architects to
prepare a report on the feasibility and costs to convert West Park into a Class “A” long-

term care home,

Thé Receiver also commissioned an mdependcnt appraisal of Casa Verde by c. On

Aprﬂ"23, 2010, CWPC provided its market value appraisal to the Receiver which had an |

efféctivé‘date of March 12; 2010.

On September 3, 2010, the Receiver received a letter of intent for the purchase of West

Park from an interested party (“Party “A”).
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After reviewing the terms of the Pdrty “A” letter of intent with Peoples, on November 26,
2010, the Receiver made a counter-offer to Party “A”. On December 15, 2010, Party “A”
provided a revised letter of intent to which the Receiver responded with a counter-

proposal on December 17, 2010 with a deadline for response of December 21, 2010.

Also on December 17, 2010, the Receiver received a letter of intent from a second party
(“Party “B”) for the purchase West Park. Since carlier that day the Receiver had
provided a counter-proposal to Party “A”, it waited until the expiration of the counter-
proposal it provided to Party “A” before it would deal with the letter of intent from Party
“B".

On December 20, 2010, Party “A” advised that it would not accept the Receiver’s
counter-proposal to its letter of intent. As a result, on December 23, 2010, the Receiver
provided Party “B” with a counter-proposal to its letter of intent. The deadline for

acceptance of the Receiver’s counter-proposal was January 14, 2011.

On January 11, 2011, the Receiver received a letter of intent from a third party (“Party
“C”) for the purchase of West Park.

On January 12, 2011, the Receiver received a counter-proposal from Party “B” to the

Receiver’s counter-proposal of December 23, 2010.

The lettets of intent/proposals received from Party “A”, Party “B” and Party “C” were
relatively close in offering price. After discussing its options with Peoples, on January 13,
2011, the Receiver through Jensen advised all three parties that they would be provided
with one last chance to present their best, final offer. The Receiver also provided each
party with a draft form of agreement of purchase and sale acceptable to the Receiver in
order that each party could understand the terms and conditions required by the Recsiver,
and the Receiver could assess, in addition to the offered purchase price, any changes to
that agreement that each party would be seeking. The deadline for the receipt of final
offers was January 21, 2011.
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On January 21, 2011, the Receiver received two final offers, On January 24, 2011, the

Receiver received a third final offer. Based on its review of those offers and discussions

of those offers with Peoples, the Receiver has accepted one of those offers. The Receiver °

and the successful offeror ate in the process of finalizing an agreement of purchase and |

sale. At the appropriate time, the Receiver will make an application to this Honourable
Court to seek this Honourable Court’s approval of the proposed transaction for the sale of

West Park.

_INTERIM STATEMENTS OF RECEIPTS AND DISBURSEMENTS _

64.

63.

66.

Attached hereto as Appendices “N’, “Q**and “P” are the Receiver’s Interim Statements
of Receipts and Disbursements for the period January 24, 2006 to February 11,2011 (the
“R&D") for each of Paragon, Paragon Ontario and 1508669, respectively. The R&Ds

- reflect transactions through the Receiver’s accounts and do not reflect the receipts and

disbursements of the operating accounts managed by Diversicare for the Receiver, which
are maintained on an accrual basis and are reflected in the operating statement summaries

referred to in paragraphs 23 and 36 of this Sixth Report.

On the 22™ day of each month, MOHLTC funding is deposited into the Receiver’s trust
‘account, the amount of which is based on the census at the Homes and is fairly consistent
from month to month. Each month, Diversicare provides the Receiver with a cash flow
forecast for the Homes and a funding request to meet the cash flow requirements of each
of the Homes. The Receiver provides the requisite funding to Diversicare and holds the

balance in its trust account.

Due to the compliance issues at West Park in 2010 which resulted in a drop in occupancy
and increased costs to deal with those corﬁp]iancc issues, in late 2010, it became clear that
West Park’s cash receipts were insufficient to meet its obligations. As a result, in
November 2010, the Rcceifer botrowed $375,000 from Peoples and provided to Peoples a
Receiver’s certificate. The borrowed amount will be used to fund anticipated shortfalls

from receipts at the end of 2010 and in the first quarter of 2011. At this time, the
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Receiver is unabie to anticipate when it will be in a position repay the funding provided

by Peoples.

As set out in the R&D’s, the current cash balances in the Receiver’s trust accounts as at

February 11, 2011 in respect of each of the Companies is as follows:

.Company Cash Balance
Pafagon $ 2,802,950
‘Paragon Ontasio "~ 3800
1508669 51,485
Total _ 52,858,236

As discussed below, the Receiver is proposing to make a distribation to Peoples of a

portion of the cash being held in the Receiver’s Paragon trust account.

PROPOSED DISTRIBUTION TO PEOPLES

63,

69.

The Receiver has approximately $2.8 million in its Paragon trust account.

With respect to the property, assets and undertaking of Paragon and the business of Casa
Verde, Peoples holds the security described in Appendix “O” attached 1o the Fifth Report,
which security includes a charge/mortgage of land made in favour of First National
Financial Corporation by Paragon dated May 30, 2004 and registered as Instrument No.
TB953231 as subsequently amended and assigned to Peoples and registered June 15,2000
as Instrument No. TR061724 (the “Casa Verde First Mortgage”). The Receiver
reported in paragraph 62 of the First Report that it had received an independent legal
opinion from Lang Michener that Peoples’ security over Paragon’s assets was legal, valid

and binding,
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A copy of Peoples’ Statement for Discharge Purposes effective February 14, 2011 with

'respect to the Casa Verde First Mortgage is attached hereto as Appendix “Q”. As of

February 14, 2011, the outstanding balance (principal and interest) under the Casa Verde
First Mortgage is $17,020,316.87. Peoples had previously informed the Receiver that it
would to like to receive a payment against the outstaﬁdjng balance on the Casa Verde
First Mortgage should there be sufficient excess cash flow that is not required to operate

Casa Verde.

The Receiver has determined that $2,000,000 would be an appropriate amount fo
distribute to Peoples as payment against arrears interest on the Casa Verde First Mortgage

and is secking this Honourable Court’s approval to make that payment. After

consideration of the amount of the proposed distribution, the Receiver should have

sufficient cash to (i) continue to fund Casa Verde’s operations; (ii) address any capital
costs or other costs that may be required in respect of the sale of Casa Verde or as
required by the MOHLTC; and (iii) address any “clawback” claims that may be made by
the MOHLTC in respect of MOHLTC funding provided to the Receiver in respect of the
period following the Appointment Date.

STATEMENTS OF ACCOUNT OF THE RECEIVER AND ITS COUNSEL

T2.

73.

The Receiver’s fees for services rendered for the period October 1, 2009 to October 31,
2010 are particularized in the Affidavit of Hartley Bricks swom February 14,2011 and the
invoices attached as exhibits thereto. The total amount of the invoices for this period is

$169,885.53 in respect of Paragon and $115,828.78 in respect of 1508669

The fees and disbursements of Gowlings, counsel for Peoples Trust, in respect of work
petformed for the Receiver, for the period December 31, 2009 to December 31, 2010 are
particularized in the Affidavit of Harry Vanderlugt sworn February 14, 2011 and the
invoices are attached as exhibils thereto. The total amount of the invoices for this period
is $42,052.07 in respect of Paragon and $19,003.57 in respect of 1508669, inclusive of
GST/HST.
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Lang Michener has not incurred any fees for Paragon or 1508669 since those reported in

the Fifth Report.

The Receiver has reviewed the invoices of Gowlings and finds the work performed and

charges to be appropriate and reasonable. l

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

draws against the fees of the Receiver and Gowlings.

The Receiver is seeking this Honourable Court’s approval of its activities to February 14,

2011 and its fees as set out above.

RECEIVER’S REQUEST TO THE COURT

78.

The Receiver is respectively seeking an order approving the following:

i)

ii)

i)

iv)

v)

the actions and activities of the Receiver from December 15, 2009 to February 14,
2011;

the Receiver entering into and completing the GEM APS and the granting of an

approval and vesting order;

sealing Appendices “K” and “L" to this Sixth Report until such time as the GEM
APS is completed and the Receiver’s Certificate is issued by the Receiver and

filed with this Honourable Court;

adistribution to Peoples in the amount of $2,000,000 to be applied against interest

outstanding on the Casa Verde First Mortgage; and

the fees and disbursements of the Receiver for the period from October 1, 2009 to
October 31, 2010, and the fees and disbursements of Gowlings for the period from
December 31, 2009 to December 31, 2010.
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All of which is respectfully submitted to this Honourable Coutrt.

DATED this 15th day of February, 2011.

DELOITTE & TOUCHE INC.

in its capacity as Interim Receiver and Receiver and Manager of
- the assets, undertakings and properties of

Paragon Health Care Inc., Paragon Health Care (Ontario) Inc.
and 1508669 Ontario Limited and not in its personal capacity

C Detedie & Tl o

Daniel R. Weisz, CA~CIRP, CIRP Hartley Bricks, MBA, CAsCIRP, CIRP
Senior Vice President " Vice President
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Court File No, 06-CL-6233

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE TUESDAY, THE 22" DAY

JUSTICE MESBUR OF FEBRUARY, 2011

~ IN THE MATTER OF AN APPLICATION UNDER.
SECTION 47 (1) OF THE BANKRUPTCY AND INSOLVENCY ACT
R.8.C. 1985, C.B-3

AND IN THE MATTER of SECTION 101 of THE
COURTS of JUSTICE ACT, R.S.0. 1980, C.C-43

BETWEEN:
PEOPLES TRUST COMPANY
Applicant

-.and -

.PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED

Rés-ponclents_

DISTRIBUTION ORDER

THIS MOTION made by Deloitte & Touche Inc. (“Deloitte”), appointed as interim
receiver and receiver and manager (the “Receiver”) pursuant to section 101 of the
Courts of Jusfice Act, without security, of the property, assets and undertaking of
Paragon Health Care Inc. (“Paragon”), Paragon Health Care (Ontario) Inc. (“Paragon
Ontario”) and 1508669 Ontario Limited {“1508669”) pursuant to the terms of the Order
of the Honourable Mr. Justice Curnming dated January 23, 2006 and effective 9:00 a.m.
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'on January 24, 2006 (the “initial Order”), was heard this day at 330 University Avenue,

Teronte, Ontario.

ON READING the Notfice of Motion, the Sixth Report of the Receiver dated
Fepruary 15, 2011 (the “Sixth Report”) and the Affidavits of Harry Vanderlugt sworn
Febryary 1, 2011, filed, and Hartley M. Bricks sworn February 14, 2011, ﬁ'l’ed_! and upon

‘hearing the submissions of counsel for the Receiver, no other parties attending.

1. THIS COURT ORDERS that service of the Notice of Motion and ‘the Motion
Record herein is hereby abridged, if necessary, and that this motion is properly
returnable today and that service, including the form, manner and time that such service

was actually 'effe‘cted' on ail parties, is hereby validated, and where such 'service was nof -

effected such service is hereby dispensed with.

2. THIS GOURT ORDERS that the Sixth Report is hereby accepted and approved.

3. THIS COURT ORDERS that the conduct of the Receiver and its agents to date,
as detailed in the Sixth Report, be and the same is hereby approved.

4. THIS COURT ORDERS that the Interim Statements of Receipts and
Disbursements of the Receiver for the period January 24, 2006 to February 11, 2011 in

_respect of Paragon, Paragon Ontarie and 1508669 as respectively set out in = _

Appendices “N”, “O” and “P” io the Sixh Report, filed, be and the same are hereby

accepted and approved.

5, THIS COURT ORDERS that the fees of the Receiver refating to the receivership
of Paragon and 1508668 for the period from October 1, 2009 to Octoper 31, 2010 in the
amount of $169,885.53 in respect of Paragon and $115,828.78 in respect of 1508669,
as set out in the Affidavit of Hartley-'M. Bricks sworn February 14, 2011, filed, be and the

same are hereby approved.
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6.  THIS COURT ORDERS that the fees and disbursements of Gowling Lafleur
‘Henderson LLP, counsel to the Receiver, in the amount of $42,052.07 in respect of
‘Paragon and $19,003.57 in respect of 1508669, as set out in the Affidavit of Harry
'-\'fa‘nde_rlugt sworn February 14, 2011, filed, be and the same are hereby approved for
the period December 31, 2008 to December 31, 2010.

7. THIS COURT ORDERS that the Receiver is authorized and hereby directed fo
distribute the total sum of $2,000,000.00 to Peoples Trust Company, as partial payment

on acoount of its:secured claims against Paragon.

ENTERED AT/ INSCRIT A TORONTO ?
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_ Court File No. 08-CL-6233
ONTARIO

SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE TUESDAY, THE 22%° DAY
JUSTICE MESBUR OF FEBRUARY, 2011
BETWEEN:
PEOPLES TRUST COMPANY
Applicant.
-and -

PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED

Respondents

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 Paragon Health Care Inc., Paragon
Health Care (Ontario) Inc. and 1508669 Ontario Limited (individually or collectively, the
"Debtor”) for an order approving the sale transaction (the “Transaction”) contemplated
by an agreement of purchase and sale (the "APS") between the Receiver and GEM
Health Care Group Limited (the “Purchaser”) dated as of October 20, 2010 and
appended to the Report of the Receiver dated February 15, 2011 {the "Sixth Report"),

and vesting in the Purchaser 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, Taronto, Ontario.

ON READING the Sixth Report and on hearing the submissions of counsel for
the Receiver, no one appearing for any other person on the service list, although
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properly served as appears from the affidavit of Alma Sullivan sworn February 45, 2011,
filed:

1, THIS COURT ORDERS AND DECILARES that the Transaction is hersby
approyved, and that the APS is commercially reasonable and in the best interests .of -tfhé
Debtor and its stakeholders. The execution of the APS by the Receiver is hereby
authorized and approved, and the Receiver is hereby authorized and ditected 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

Purchiased Assets to the Purchaser.

2. THIS COURT ORDERS that Appendices “K” and "L" to the Sixth Report, being a
certain appraisal letter in refation to the Purchased Assets and an unredacted copy of
the APS, shall be treated as confidential and shall be sealed and segregated from the
public record, pending the clpsing of the Transactlon contemplated by the APS. Whﬁﬁ 7"0’\&

Recoivay Abrins Yl Fletipen s CoifrcdTo ths frpperdiesn sl AL et

3. T-HIS COURT ORDERS AND DECLARES that upon the delivery of a Receivers g(ﬁlz...
certificate to the Purchaser substantially in the form attached as Schedule A hereto (the
“‘Recelver’'s Certificate”), all of the Debtor's right, tite and interest in and to the
Purchased Assets described in the APS shall vest absolutely in the Purchaser, fiee and
clear of and from any and all security interests (whether contractual, statutory, or
otherwise), hypothecs, morigages, trusts or deemed trusts (whether contractual,
statutory, or otherwise), liens, executions, levies, charges, or other financial or monetary
claims, whether or not they have attached or been “Eerfecfed, registefed or filed and
whether secured, unsecured or otherwise (collectively, the “Claims") including, without
limiting the generality of the foregoing: (i) any encumbrances or charges created by the
Order of the Honourable Justice Cumming dated January 23, 20086; (i) all charges,
security interests or claims evidenced by registrations pursuant to the Personal Property
Security Act (QOntario) or any cther personal property registry system; and (iii) those
Claims listed on Schedule C hereto (all of which are collectively referred to as the
"Encumbrances”, which term shall not include the permitted encumbrances, easements

and restrictive covenants fisted on Scheduie D) and, for greater certainty, this Court
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-orders that all of the Encumbrances affecting or relating to the Purchased Assets are

‘hereby expunged and discharged as against the Purchased Assets.

4. THIS COURT ORDERS that upon the registration in the Land Registry Office for
the ‘Registry Division of Toronto of a Transfer/Deed of Land in the fo_m:f 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 irom title to the Real Property ail of the Claims
iisted in ‘Schedule C hereto.

5. THIS COURT ORDERS that far the purposé_s of determining the nature and
,p.riority of Claims, the net proceeds from the sale of the Purchased Assets 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
from the sale of the Purchased Assets with the same priority as they had with réspect 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 immediately prior to the sale.

B. THIS COURT ORDERS AND DIREC_TS the Receiver to file with the Court a-copy
of the Receiver's Certificate, forthwith after delivery thereof.

7. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the CGanada Personal -

Information Protection and Electronic Documents Act, the Receiver is authorized and
permitted to disciose and transfer to the Purchaser all human resources and payrotl
information in the Debtor's records pertaining to the Debtor's past and curtent
employees, including personal information of the Assumed Empioyees, as defined in
the APS. The Purchaser shall maiptain and protect the privacy of such information and
shall be entitled to use the personal information provided to it in 2 manner which isin all

material respects identical fo the prior use of such information by the Debtor.
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8. THIS COURT ORDERS that, notwithstanding:
(a) the pendency of these proceedings;

(b)  any applications for a bankruptcy order now or hereafter issued pursuant

to the Bankrupicy and Insofvency Act (Canada) in respect of the Debtor
and any bankruptcy order issued pursuant to any such applications; and

(c)  any assignment in bankruptcy made in respect of the Debtor;

the vesting of the Purchiased Assets in the Purchaser pursuant to this Order shail
be binding on any trustee in bankruptcy that may be appointed in respect of the
Debtor and shall not be void or voidable by creditors of the Debtor, nor shall it
constitute nor be deemed to be a settiement, fraudulent 'preference, assignment,
fraudulent conveyance, transfer at under value or other challengeable or voidable
transaction under the Bankruptcy and Insolvency Act (Canada) or any other
applicable federal or provincial legislation, nor shall it constitute oppressive or
unfairly prejudicial conduct pursuant to any applicable federal or provincial

legislation.

9. THIS COURT ORDERS AND DECLARES that the Transaction is exempt from
the application of the Bulk Sales Act (Ontario).

10.  THIS COURT HEREBY REQUESTS the aid and recognition of any cour,
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 requested 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 to assist the Receiver and its agents in carrying out the terms of this

Order. enTERED AT/ INsCRIT 4 TORONTQ
ON / BOOK NO:

LE/DANS LE REGISTRE NO. / | ¢

FEB 22 201

PER /FAR: %




SCHEDULE A
FORM OF RECEIVER’S CERTIFICATE

Court File No. 06-CL-6233

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
BETWEEN:
PEOPLES TRUST COMPANY
Applicant
PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED
Respondents
RECEIVER’S CERTIFICATE
RECITALS
A.  Pursuant to an Order of the Honourable Justice Cumming of the Ontario Superior

Court of Justice (the "Court”) dated January 23, 2006, Deloitte & Touche inc. (formerly
known as Mintz & Partners Lid.) was appointed as the interim receiver and receiver and
manager (the “Receiver”) of the current and future assets, undertakings and praperties
of Paragon Health Care Inc. and Paragon Health Care (Ontario) Inc. [and 15808669
Ontario Limited] ([individually or collectively,] the “Debtor”).

B. Pursuant to an Order of the Court dated February 22, 2011, the Court approved
the agreement of purchase and sale made as of October 20, 2010 (the "AP8") between
the Receiver and GEM Health Care Group Limited (the "Purchaser”) and provided for
the vesting in the Purchaser of the Debtor's right, title and interest in and to the
‘Purchased Assets, which vesting is to be effective with respect to the Purchased Assets
upon the delivery by the Receiver to the Purchaser of a certificate confirming (i) the

payment by the Purchaser of the Purchase Price for the Purchased Assets; (i) that the
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conditions to Closing as set out in section 4 of the APS have been satisfied or waived
by the Receiver and the Purchaser; and (iii) the Transaction has been completed to the
satisfaction of the Receiver.

€. Unless otherwise indicated herein, terms with initial capitals have the meanings
set out in the APS, _

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
Paragon Health Gare Inc. and Paragoen
Health Care {Ontario) Inc. and not in ils
personal capacity

Per:

Name:
Title:

09
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SCHEDULE B
SUBJECT REAL PROPERTY

3595 Keele Street, North York, Ontario

Part of Lot 17, Concession 3, WYS, designated as Part 1 on Plan 84R-9597 together
with an easement over Part of Lot 17, Concession 3, WYS, designated as Parf 1 on
Plan 64R-11024, as described in instrument number TB328847, City of Toronto,
Property Identifier Number 10181-0038(LT)
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SCHEDULE C

CLAIMS TO BE DELETED AND EXPUNGED FROM TITLE TO REAL PROPERTY

instrument number TBS46693 and appllca‘non for change of name af owner from
862465 instrument number AT385907.

2. Peoples Trust Company under
(i) charge instrument number TB953231 as assigned by transfer of
charge instrument number TR61724 and amended by agreements
instrument numbers TR53328 and TR61726;

(i)  charge instrument number TR16133 as assigned by transfer of
change instrument number TR62550 and postponed by mstrument
number TR53329;

(i)  charge instrument number TRE62546;

(v}  general assignment of rents instrument number TB953232 as
assigned by instrument number TR61725;

(v)  general assignment of rents instrument number TR62547;

w

The Consumers Gas Company Lid. under Notice — Lease of Chattels instrument
number TR33203.
4. Ginette Harquail under

0 charge instrument number TR10811 as assigned by transfers of

~ charge instrument numbers TR58273 and AT394107, amended by

instrument number TR58272 and postponed by instrument
numbers TR53330 and TR62548;

(i) charge instrument number TR58274 as assigned by transfers of
charge instrument numbers TR58275 and AT394106 and
postponed by instrument number TR62548;

(i)  charge instrument number TR67253 as assigned by transfers of
charge instrument number AT394105.

5. John Alpaugh, Peter Boultbee, Kenneth Maiden, Susan Maynard, Judith Moore,
Robert Reid, Richard Webb, John Sinclair, Gail Weiler, Rhonda Klosier, Smith,
Nixon & Co. LLP, under charge instrument number AT911777.
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-0.

Her Majesty the Queen as represented by the Minister of Finance, Ontario with
respect to a claim under the Corporations Tax Act, 5 Park Home Avenue, 2™
Fioor, North York, ON M2N 6W8, being file number 01-0009411. '

Mintz & Partners Limited in its capacity as interim receiver and receiver and
manager of Paragon Health Care Inc. and 1508669 Ontario Limifed, under
instrument number AT1048439. '
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SCHEDULE D

PERMITTED ENCUMERANCES, EASEMENTS AND RESTRICTIVE COVENANTS
RELATED TO THE REAL PROPERTY

(unaffected by the Vesting Order)

1. Restrictive covenants .set out in Application to Annex Restrictive Covenants
instrument number TB328846.

2. Notice by Her Majesty the Queen in right of the Department of Transpart Canada
of Pearson Airport Zoning Regulation instrument number TR57844.

TOR_LAW\ 75834132
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AGREEMENT OF PURCHASE AND SALE

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

1508669 Ontario Limited
and not in its personal capacity,
as Vendor

—and —

SAC 4 INC.,
as Purchaser

April 1,2011

TOR_LAW\ 75751076

N/

104



105

TABLE OF CONTENTS

Page
ARTICLE 1 INTERPRETATION .......oouoooeeeeeeeeeseeeenessesssessssseeseoseeesssssesees oeeesesemesoeeeeooseee oo 1
1.1 D INITIONS. c.ecoeiriereciceeereee et et e se sttt s en e e se et 1
1.2 EDHUIC AZIERIMENT c..ccur ittt et vst s et e e e et ete e 7
1.3 T OF DAY ettt st s ee e e et e et et e e 7
1.4 BUSINESS DAY ...ueeeiieiiieis sttt et et s st saeses s st e s e e e s e e e e e 7
1.5 Governing Law and AttOITIMENT ..ou..viveee vt ersesessssm e oo e oeeeeeeeeeo 7
1.6 Certain Rules of Interpretation......oc.vveieeeoeeiemseveeeeee e sese e eetess oo oo 7
1.7  Schedules and EXRIDILS .....c.cvevececeieeceeeeeceeetieeeiee et et 8
ARTICLE 2 SALE AND PURCHASE AND ASSIGNMENT........ieeietieeeeeeseee e eeeeseee, 8
2.1 Sale and Purchase 0f ASSELS........vueervreriemirererenseeeerersessreesesesstce s sesesesseseseses s, 8
22 Assignment and Assumption 0f CONACES. .....eververeiriicereieceeeseeeee e oo soes 8
2.3 “ASIS, WHEIE 187 eeeeeeeeeeeeeerse e e eeer e et b et b e e e eena et ereaeeas 9
2.4 Owned Real PIOPEITY ....cccoeeeieiierrniserisiesersaesnasnesressessvemssmssssessee s e sesessnsessess
2.5 Assumed ObIIZAtIONS uveeuecerie i reeereeare e ree e st e et e er e e seeeeseeeaesesresnans 10
2.6 Excluded ObHZAtIONS........coceiiceecenieieeencrnineesrsinseseenssessessse s sssesssssssneesssesssenen 10
2.7 Payment of the Purchase PriCe......cccurrmereieeiemreeeer ettt ee e ee e enens 10
2.8  Adjustments to PUIChase PriCe......couevercivcieeeeseeee st et r e e seenesnans 11
2.9 Allocation Of PUICHaSE PriCe....cecceerieereeerecveeerisiinesresessees e ae s eeeeeeseasesseemnrsnaes 13
210 TaxeS...creererereenne b e bt e e e Rt e et s v s e ne < S resaeseare e e saerenraeas 13
2.11  Assumed Salaried EMPlOYEES......cccuiirrereeeererseserereerteseeves sesssresssssesssmesoeseonns 13
2.12 Unionized Employees .....ccevruevennnas eersrsscsresesnaste e st enseraers naadersars s snsersiae et e 14
2.13  Intentionally DEleted......covrieminreisieeernseveriiecss et sssesesresesses s esessesscessseeeseacesenes 14
2.14  Notice of Change of EMPIOYMENt .......ccvueurrereeeeeieirieeeerrsceees e s eeecessseress et 14
2.15  EmMPIOYEE LiSt..coccviviirsiiorimiicrninieetssesressessssssssssesssssssesassssssssssssssessssssevesees sons 14
2.16  Assumed Employees General ..........ccooeecriiriinnesnennrrssesneesesessssissnsnranarens eeeeeen 15
ARTICLE 3 REPRESENTATIONS AND WARRANTIES........coooiiemresteeeeeeeereessesnescss e sene 16
3.1 Purchaser’s Representations .........ceueeecneecnmsrmunesessesrrmnnesesesesessssesssessessens 16
3.2 Vendor’s Representations ... rvereseimssesssesrmesssssssesssssssessssssssssssssssscseses 16
ARTICLE 4 CONDITIONS .......cooeereerenne. eretrtebisrreeaeteaeteeaeateatiteeteaesaeanessan s e s Rt eraeraeneteneassans 17
4.1 Conditions of the PUIChASET ......cccer et eras e ess b s 17
42  Conditions 0f the Vendor.... .ot ses s eesesseas 18
4.3 Mutual Condifions .....oevecveeeerriresiseierrsee e ereesssstssesnsseseresssssese s sessemesesresrssnanas v 19
4.4 TTanSfer Of LICEMSES e rrrieeiniiiecereraecietcsnss e seseesesessresssssesetesssasansesrssesssennas 19
4.5  Non-Satisfaction 0f CONitioNS........cuceeeiveieeeireieeseerersieessereesrese e ssersrsessssssresssesses 19
4.6 EXClUSive DEaliNgS......ccocvrrerierrnnterseisscrresssssssssssasesssesssssssssesonssissessssens IS 20
ARTICLE 5 CLOSING ..ottt tvesie e rtreres e resseesaas e sesesesssseesssstssssmrssssssssseiaernseennae 20
5.1 ClOSINE .covirrrrerreenreareeseeeeresresneressssereesesssesssnssssesessresssesncs cereeren sttt r et 20
5.2 Purchaser’s Deliveries 0N ClOSINE ...c.uueiuviiuececceirrin st eeees s sseeeee e ees 20
53 Vendor's Deliveries 0 ClOSINE ...ttt e ees s s eres e ees 21
5.4 Purchaser’s Acknowledgement...... ... e eee e e s seesse s 21

TOR_LAW\ 7575107\6 5)/



TABLE OF CONTENTS
(continued) o
Page
55 Possession of Assets and Residert Trust FURAS ..vvveveo v e 22
5.6 e o R N L - SO 22
57 Conduct of Business Before CIOSINg .....vcvveeieircerrerieirnrvreee e s ee s v 22
58 RISK o1 eeitivvee et ee s rressesssasnrrer s sesinressnresees e etrterrerar—a——ana nnantebtesemnnttrterans 23
5.0 ATDITALION. ..t v cirietice e etrete e see et e s e sseeere s e e rs e saessemaesese e s e s e e seneeneasessensesnns 23
5.10  TEITUIALION. .. vciicveeiirieceeesereesreeseerb b s st s s se s ba e s sersss b emsests S mms s aramressnessramen sensemnns 24
5.11 Limitation on Indemnity by the Vendor ... e 24
ARTICLE 6 GENERAL ...ttt e sstssstssisssnesbessbsssss st sessesserbe st s ne s sanessmeessenaesssanenen 24
6.1 Electronic RegiStration........ccccovcererrsornissminiseniessissisios e e s e vessese s sssesnesebases 24
6.2  PArAmMOUICY ....coveeeeeeetrcicireserst et st nc s et s s st s sab e se st e saesrne e erans 25
6.3 Vendor's CapACILY .....coccceeeereereeminrenisioiitsniesi st es s aesvesserensasensssssesas 25
6.4 COMUTISSION «..oviieiierieeveeeereesaeeseesereesssessrasssressteersraessnssmssbssssana s srsesssssssssnssrssssines 25
6.5  Confidentiality ........ Heeesteessarisseristeeentesae eeetastarertaseaaeeatereaats a eaann sessessesaseesasartennts 25
6.6  Costs and Expenses........... ettetr st te st etR b tes s s se s b e s e e e beementreneneentarereae 26
6.7  Time Of ESSENCE c.ccvvievecriereeresre e e banses e feversrersreetranes [ 26
6.8 INOUCES ..vveeieriseessiiessessrisaerssesseessrssssesianssssserbsesstsassesmeressssassasmnnn s sesssenssersssassssneens 26
6.9  Further ASSUFANCES......ccvecieeiverieererrenserssssnessaeesennns Crerirearearrtaneeaseorbnseretrernerrrarns 28
6.10 Amendment and WaIVET ....ccceveveeerereeviesreeeereseserree e rtesrnrer e s s eessssesssssesssessranas 28
6.11  Submission t0 JUrISACHON c....cvericricrcc s e e 28
6.12  Assignment and EMUrement .......c.ocoemimicncmccnesinnneneoen e SRR 29
6.13  SEVETADIIILY .oeeevicereeet e ettt s e me st a s e i 29
6.14  COUNLEIPALS ..cevecieeeerer s eseer e scscsas s b vesrssaens S 29
6.15 Facsimile Signatures ..o vnvesiieiines s e A
SCHEDULES
EXHIBITS

TOR_LAWA 75751076

106




AGREEMENT OF PURCHASE AND SALE
THIS AGREEMENT is dated as of April 1, 2011

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 1508669 Ontario Limited and riot in its
personal capacity

(the “Vendor™)

-and -
SAC 4 Inc., a corporation existing under the laws of Ontario,
(the “Purchaser™)

CONTEXT:

A. Pursuant to the Appointment Order (as defined herein), Deloitte & Touche Inc. was
appointed interim receiver and receiver and manager (the “Receiver”) of the current and future
assets, properties and undertakings of the Debtor (as defined below) pursuant to Section 47 of the

Bankruptcy and Insolvency Act (Canada) and Section 101 of the Couris of Justice Act (Ontario). -

B. The Vendor wishes to sell and the Purchaser wishes to purchase the Assets (as defined
below) upon and subject to the terms and conditions of this Agreement.

FOR GOOD AND VALUABLE CONSIDERATION, the parties agree as follows:

ARTICLE 1
INTERPRETATION

1.1 Definitions
In this Agreement the following terms have the following meanings:

“Acceptance Date” means the date this Agreement is executed by each of the parties
hereto.

“Accrued Payroll” means the portion of the payroll which has been earned by the
Assumed Employees as at the Closing Date but which has not been paid.

“Affiliate” means, with respect to any Person, any other Person who directly or
indirectly controls, is controlled by, or is under direct or indirect common control with,
such Person, and includes any Person in like relation to an Affiliate. A Person shall be
deemed to control a Person if such Person possesses, directly or indirectly, the power to
direct or cause the direction of the management and policies of such Person, whether
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+through the ownership of voting securities, by contract or otherwise; and the term
«controlled” shall have a similar meaning,

«Agreement” means this agreement, including all Schedules and Exhibits, as it may be
supplemcnted, amended, restated or replaced from time to time by written agreement
between the parties.

«Applicable Law” means, at any fime, with respect to any Person, property, transaction
or event, all applicable laws, statutes, regulations, treaties, judgments and decrees and
(whether or not having the force of law) all applicable official directives, rules, consents,
approvals, by-laws, permits, authorizations, guidelines, orders and policies of any
governmental or regulatory body or Persons having authority over that Person, property,
transaction or event. ,

“Appointment Order” means the order of the Court dated January 23, 2006 appointing
Mintz & Partners Limited as Receiver of the Debtor effective 9:00- am on January 24,
2006 and the subsequent order of the Court dated July 2, 2008 changing the Receiver to
Deloitte & Touche Inc., a copy of which is attached hereto as Schedule “1”.

“Approval and Vesting Order” is defined in Section 4.3(a) hereof.
“Arbitrator” is defined in Section 2.8(g)(i) hereof.

“Assets” means the right, title and interest of the Debtor and or the Vendor, if any, in and
to the Owned Real Property, Buildings and Fixtures, Equipment, Inventory, and the
Business Names, Receivables, Intangibles, Assumed Contracts, Books and Records and
Licences used in the Business but specifically excludes the Excluded Assets.

“Assumed Contracts” is defined in Section 2.2 hereof.

“Assumed Employees” means collectively, the Assumed Salaried "Err"ljjlc')'jieés”and the
Unionized Employees.

“Assumed Employee Liabilities” means the unused and outstanding sick pay credit
obligations of the Assumed Employees attributable to the period prior to the Closing

Date.

“Assumed Obligations” means: (i) all obligations and liabilities of the Debtor and the
Vendor under the Assumed Contracts that the Purchaser has agreed to assume as of the
Closing Date by way of separate and specific written agreement with the Vendor or party
or parties to whom the relevant obligations and liabilities are owed; and (ii) the Assumed

Employee Liabilities.

“Assumed Salaried Employees” means Salaried Employees who accept offers of
employment made by the Purchaser in accordance with the provisions of Section 2.11

hereof, but excluding the Unionized Employees.
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«Benefit Plans” means any of the following (whether writlen, unwritten-or terminated):
(a) any employee welfare benefit plan, including but not limited to, any medical plan, life
insurance plan, short term or long term disability plan and dental plan; and, (b) any
employee pension plan, including, but not limited to any supplemental or excess pension
plan, any deferred compensation plan, any registered pension plan or any other
arrangement under which employees are provided with retirement income; in each case,
provided, sponsored, administered or contributed to by the Debtor in relation to the
Assumed Employees.

“Books and Records” means:

(a) all plans and specifications in the Vendor’s possession or under its control relating
to the Buildings and Fixtures situate on or forming part of the Owned Real
Property including, without limiting the generality of the foregoing, all such
electrical, mechanical and structural drawings related thereto as are in the
possession or under the control of the Vendor; and S

(b) all personnel records, inspéction records and other records, books and accounting
records, documents and databases relating to the operation of the Business as are
in the possession or under the control of the Vendor.

“Buildings and Fixtures” means all plant, buildings, structures, erections,
improvements, appurtenances and fixtures situate on the Owned Real Property on the
Closing Date,

“Business” means the business carried on at the Owned Real Property on the Closing
Date in any way related to the operation of a long-term care facility at the said location.

“Business Day” means any day other than a Saturday, Sunday or statutory holiday in the
Province of Ontario or any other day on which the principal chartered banks located in
the City of Toronto are not open for business during normal banking hours.

“Business Names” means the name West Park Health Centre.
“Closing” means the successful completion of the Transaction.

“Closing Date” means the date which is thirty (30) days immediately following the later
of written confirmation from the Vendor to the Purchaser that: (a) the Approval and
Vesting Order has been granted, and (b) the MOH has approved the purchase by the
Purchaser contemplated under this Agreement and the MOH has issued or approved the
Purchaser for transfer of the Licence(s) or for issue of licences similar to the Licence(s)
1o the Purchaser; or such earlier date as agreed by the parties, but in no event will the
Closing Date be later than January 30, 2012.

“Collective Agreement” means the collective agreement between the Debtor and the
Canadian Union of Public Employees and its Local 1263 as more patticularly described
in Schedule “2” attached hereto.
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“Communication” means any notice, demand,. Tequest,. .consent,..approval -or--other

communication which is required or permitted by this Agreement 1o be given or made by
a party.

“Confidential Information” means any and all data and information, financial or
otherwise, with respect to the Business disclosed by the Vendor, its representatives or
agents, including without limitation Diversicare, to the Purchaser other than data or
information which was in the public domain prior to the date of receipt by the Purchaser.

“Contracts” means the Collective Agreement; the Leases and the other agreements listed
in Schedule “2” attached hereto.

“Court” means the Ontario Superior Court of Justice (Commercial List).

“Debtor” means 1508669 Ontario Limited.

“Deposits™ is defined in Section 2.7(b) hereof.

“Diversicare” means Diversicare Canada Management Services Co., Inc., in its capacity
as the manager of the Business.

“Due Diligence Conditien” is defined in Section 4.1(a) hereof.

“Due Diligence Period” means the period-cohlmcncing on the Acceptance Date to and
including the date which is seventy five (75) days immediately thereafter.

- “Employee Liabilities” means all wages, statutory deductions, remittances, assessments,
bonuses, vacation pay, sick leave credits, severance pay, termination pay, amounts paid
in lieu of notice, payments under the Collective Agreement for the Unionized Employees
and any other remuneration, benefits and deductions for all the Employees, including
without limitation pension plan contributions and any other amounts required to be paid
in respect of pension plans in which the Employees participate, that become due and
payable after the Closing Date.

“Employee Liabilities Adjustment” is defined in Section 2.8(a)(i) hereof.
“Employee List” is defined in Section 2.15 hereof.
“Employees” means collectively, the Salaried Employees and the Unionized Employees.

“Equipment” means the equipment and tools of the Debtor and/or the Vendor located at
the Owned Real Property and used in the Business. '

“ETA” means the Excise Tax Act (Canada).

“Excluded Assets” means the following property and assets of the Vendor pertaining to
the Business and all documents, books, accounts, records and other information relating

to that property and those assets:
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(b)

(c)

(d)

all cash, bank balances, money in possession of banks and other depositories,
term or time deposits and similar cash or cash equivalents of, owned or held by or
for the account of the Business;

all policies and procedures, programs, manuals and documentation that are the
proprietary to Diversicare, including any continuous quality improvement
programs;

all the corporafe, financial and other records of the Vendor not pertaining to the
operation of the Business; and

the Vendor’s rights to and interest in the property known as 4 Lantana Circle, St.
Catharines and to the proceeds of that property.

“Financing Condition” is defined in Section 4.1(b) hereof.

“First Deposit” is defined in Section 2.7(a) hereof.

“Governmental Authority” means:

(a)

(b)

any federal, provincial, local, municipal, regional, territorial, aboriginal, or other

government, governmental or public department, branch, ministry, or court,
domestic or foreign, including any district, agency, commission, board, arbitration
panel or authority and any subdivision of the foregoing exercising or entitled to
exercise any administrative, executive, judicial, ministerial, prerogative,
legislative, regulatory or taxing authority or power of any nature; or

any quasi-governmental or private body exercising any regulatory, expropriation '

or taxing authority under or for the account of any of the foregoing.

“HST” means all barmonized sales taxes payable under the ETA.

“Intangibles” means the choses in action and other similar rights or claims directly
related to the Business.

“Inventory” means the inventory of the Debtor and Vendor located at the Owned Real
Property and used in the Business.

“f eases” means the leases and occupancy agreements for the residents of the Business as

set out in the rent roll attached to Schedule “5” attached hereto.

“Licence(s)” means the licences listed in Schedule “3” attached hereto.

“MOH” means the Ontario Ministry of Health and Long-Term Care.

“MOH Closing Adjustment” is defined in Section 2.8(c) hereof.
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“Qwned Real Property” means the lands and premises more particularly described in
Schedule “4” attached hereto.

“permitted Encumbrances” means the encumbrances and other documents affecting
title to the Owned Real Property, as described in Schedule “4” attached hereto, which
shall be accepted and/or assumed on Closing by the Purchaser.

“Person” means an individual, body corporate, sole proprietorship, partnership or trust or
unincorporated association, unincorporated syndicate, unincorporated organization, or
another entity, and a natural person, acting in his or her individual capacity or in his or
her capacity as executor, trustee, administrator or legal representative, and any
Governmental Authority.

“Purchase Price” means the sum of “

in lawful money of Canada.

“Purchaser’s Solicitors” means the firm of Miller Thomson, LLP, Accelerator Building
295 Hagey Blvd., Suite 300, Waterloo, ON N2L 6R5 Attention: Dwayne Kuiper,
Telephone No. (519) 593-3243, Facsimile No. (519) 743-2540.

“Receivables” means all accounts receivable, bills receivable, irade accounts, book debts
and insurance claims directly or indirectly used in, arising from, or relating in any manner
to the Business together with any unpaid interest accrued on such items (and expressly
excluding any account between the Vendor and Diversicare).

“Resident Trust Funds” means all money held by the Vendor on behalf of the residents
of the Business.

“Salaried Employees” means all persons who are employed in the Business, as at the
Closing Date, including those on short term disability leave, maternity leave or other
permitted leave, but excluding the Unionized Employees.

“Second Deposit™ 1s defined in Section 2.7(b) hereof.

“Transaction” means the transaction of purchase and sale conmtemplated by this
Agreement.

“Unionized Employees™ means all persons who are employed in the Business as at the
Closing Date, whose employment is governed by the Collective Agreement.

“Vendor’s Solicitors™ means the firm of Gowling Laflear Henderson, LLP, Barristers &
Solicitors, 1 First Canadian Place, 100 King Street West, Suite 1600, Toronto, Ontario
MS5X 1G5, Attention: Clifton P. Prophet, Telephone No. (416) 862-3509, Telecopier No.
(416) 863-3509.

&’
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1.2- - ‘Entire Agreement

This Agreement, together with the agreements and other documents to be delivered pursuant to
this Agreement, constitute the entire agreement between the parties pertaining to the subject
matter of this Agreement and supersede all prior agreements, understandings, negotiations and
discussions, whether oral or written, of the parties, and there are no representations, warranties or
other agreements between the parties in connection with the subject matter of this Agreement
except as specifically set out in this Agreement or the other agreements and documents delivered

pursuant to this Agreement.

1.3  Time of Day

Unless otherwise specified, references to time of day or date mean the local time or date in the
City of Toronto, Province of Ontario.

1.4  Business Day

Whenever any payment to be made or action to be taken under this Agreement is required to be
made or taken on a day other than a Business Day, the payment is to be made or action taken on

the next Business Day following.
1.5  Governing Law and Attornment

This Agreement is governed 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 the Province of Ontario.
Each of the parties hereby irrevocably and unconditionally attorns to the exclusive jurisdiction of
the courts of the Province of Ontario.

1.6  Certain Rules of Interpretation

| (a)  In this Agreement, words signifying the singular number 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 construed as meaning “including,

without limitation™.

(b) The division Qf this Agreement into Articles and Sections, the insertion of
headings and the provision of a table of contents are for convenience of reference
only and do not affect the construction or interpretation of this Agreement.

(c) Wherever in this Agreement reference is made to a calculation to be made in
accordance with GAAP, the reference is to the GAAP from time to time approved
by the Canadian Institute of Chartered Accountants, or its successor, applicable as
at the date on which the calculation is made or required to be made in accordance

with GAAP. '

(d)  References in this Agreement to an Article, Section, Schedule or Exhibit are to be
construed as references to an Article, Section, Schedule or Exhibit of or to this

Agreement unless the context requires otherwise.
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(e) Unless otherwise specified in this Agreement, time periods within which -or

: following which any payment is to be made or act is to be done will be calculated
by excluding the day on which the period commences and including the day on
which the period ends. If the last day of a time period is not a Business Day, the
time period will end on the next Business Day.

() Unless otherwise specified, any reference in this Agreement to any statute
includes all regulations made thereunder or in connection therewith from time to
time, and is to be construed as a reference to such statute as amended,
supplemented or replaced from time to time.

1.7 Schedules and Exhibits

The following is a list of Schedules and Exhibits:

Schedule ‘Subject Matter Section Reference

1 , Appointment Order _ 11

2 . Confracts | | 22 |

3 Licenses 1.1

4 Owned Real Property 24

5 Leases Rent Roll 1.1

Exhibit _ Subject Matter | SectlonRt_aference

Exhibit A Form of Approval and Vesting Order 4.3

Exhibit B Form of Bill of Sale and Assignment 52
ARTICLE 2

SALE AND PURCHASE AND ASSIGNMENT

2.1 Sale and Purchase of Assets

Subject to the terms and conditibns of-this Agreement, the Vendor will sell to the Purchaser and
the Purchaser will purchase the Asscts on the Closing Date. The Purchaser acknowledges that it
is not purchasing any other property or assets of the Debtor other than the Assets.

2.2 Assignment and Assumptionr of Contracts

The Purchaser shall have until expiration of the Due Diligence Period to advise the Vendor in
writing of those Contracts it wishes to assume on Closing (the “Assumed Contracts”), failing
which, the Purchaser shall be deemed to have agreed to assume ail Coniracts on Closing.
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Provided that notwithstanding the foregoing, the Purchaser shall be obligated te--assume the
‘Leases and the Collective Agreement and Benefit Plans on Closing. Subject to the conditions
and terms of this Agreement, the Vendor will assign to the Purchaser all of the Debtor’s rights,
beheﬁts and interests in and to the Assumed Confracts, if any, and the Purchaser will assume the
Assutned Obligations, save and except as otherwise specified herein. For greater certainty, the
Purchaser shall not be responsible for performance of any Contracts not assumed by the

Purchaser.

This Agreement and any document delivered under this Agreement will not constitute an
assignment or an attempted assignment of any Contract contemplated to be assigned to the
Purchaser under this Agreement which is not assignable without the consent of a third party if
such consent has not been obtained and such assignment or attempted assignment would
constitute a breach of such Contract or, in the alternative, if an order of the Court authorizing and
approving the assignment of the Contracts to the Purchaser has not been obtained. At the option
of the Vendor, any such assignment may be made in the name of and on behalf of the Debtor.

23 “Asis, Where is”

The Purchaser acknowledges that, subject to Sections 3.2 and 5.8 hereof, the Vendor is selling
the Assets on an “as is, where is” basis as they exist on the Closing Date. The Purchaser further
acknowledges that it has entered into this Agreement on the basis that the Vendor does not
guarantee title to the Assets and that the Purchaser has conducted or will have conducted during
the Due Diligence Period such inspections of the condition of and title to the Assets as it deems
appropriate and has satisfied itself with regard to these matters. No representation, warranty or
condition is expressed or can be implied as to title, encumbrances, description, fitness for
purpose, merchantability, condition, quantity or quality, assignability or in respect of any other
matter or thing whatsoever concerning the Assets or the right of the Vendor to sell them save and
except as expressly represented or warranted in this Agreement. Without limiting the generality
of the foregoing, any and all conditions, warranties or representations expressed or implied
pursuant to the Sale of Goods Act (Ontario) or similar legislation do not apply-to this transaction
of purchase and sale and have been waived by the Purchaser. The description of the Assets
contained in the Schedules is for purposes of identification only. No representation, warranty or
condition has or will be given by the Vendor concerning completeness or the accuracy of such
descriptions. :

2.4 Owned Real Property

The Purchaser acknowledges that unless written notice of non satisfaction is provided pursuant
to Sections 4.1(a) and 4.5 hereof, it has, at its own expense, examined title to the Owned Real
Property and satisfied itself as to the state thereof, and satisfied itself as to:

(a) outstanding work orders affecting the Owned Real Property; and

(b) the use of the Owned Real Property being in accordance with applicable zoning
requirements and satisfied itself that the Buildings and Fixtures may be insured to
the satisfaction of the Purchaser.
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The- Purchaser further acknowledges that, notwithstanding any statutory- -provisions- to the
contrary, the Purchaser has no right to submit requisitions on title or in regard to any outstanding
work orders, deficiency notices or orders to comply issued by any Governmental Authority and
the Purchaser will accept the title to the Owned Real Property, except as otherwise provided in

this Agreement.

The Vendor consents to Governmental Authorities releasing to the Purchaser details of all
outstanding municipal work orders or deficiency notices affecting the Owned Real Property and
it will execute any authorizations in connection therewith, provided that such consent shall not
provide for any inspections to be conducted by any such Governmental Authority.

2.5  Assumed Obligations

In cornection with its acquisition of the Assets, the Purchaser will assume the Assumed
Obligations on Closing. On Closing, to the extent necessary, the Purchaser will enter into an
assumption agreement in form and substance satisfactory to each of the Purchaser and the
Vendor, acting reasonably. The Purchaser acknowledges that the Vendor will have no
responsibility whatsoever for curing any -defaults, paying any arrears, or performing any
obligations under or with respect to the Assumed Coniracts, save and except as otherwise
specified berein.

2.6  Excluded Obligations

Other than the Assumed Obligétions, the Purchaser will not assume and will not be liable for any
other liabilities or obligations of the Debtor.

2.7  Payment of the Purchase Price
The Purchase Price shall be paid, accounted for and satisfied as follows:

(2) by the Purchaser delivering to the Vendor's Solicitors, in trust, the sum of Fifty
Thousand ($50,000.00) Dollars within three (3) Business Days following the
Acceptance Date (the “First Deposit™), which sum shall be held by the Vendor’s
Solicitors, in trust, as a deposit pending Closing or termination of this Agreement;

(b) by the Purchaser delivering to the Vendor’s Solicitors, in trust, the further sum of
Fifty Thousand ($50,000.00) Dollars within three (3) Business Days following
waiver of the Due Diligence Condition (the “Second Deposit”), which sum shall
be held by the Vendor’s Solicitors, in trust, as a deposit pending Closing or
termination of this Agreement (the First Deposit and the Second Deposit
hereinafter collectively referred to as the “Deposits™); and

(c)  the balance of the Purchase Price, after crediting the Deposits and the Deposit
Interest (as hereinafter defined) and subject to the adjustments to Purchase Price
set forth in Section 2.8 hereof, by payment at Closing to the Vendor or as it may
otherwise direct in writing by way of certified cheque, bank draft or wire transfer.
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The-Veendor and the Purchaser agree and hereby authorize and-direct the Vendors Solicitors o
invest the Deposits in an interest-bearing term deposit or interest-bearing account of a Canadian
chartered bank bearing current market rate of interest, which interest (the “Deposit Interest”)
shall be paid or credited to the Purchaser at the Time of Closing, unless the Purchaser forfeits the
Deposits as provided below in which event the Deposit Interest will be paid to the Vendor.

Unless otherwise agreed, all amounts payable to the Vendor either by way of Deposits or at the
Time of Closing will be paid to the Vendor by certified cheque or bank draft of a major Canadian
bank listed in Schedule I to the Bank Act (Canada) or by wire transfer. The Purchaser
acknowledges and agrees that the Deposits and Deposit Interest are non-refundable save and
except as provided under Section 5.10 hereof,

2.8  Adjustments to Purchase Price
The Purchase Price shall be subject to the adjustments set out below:

(a) Adjustment for Certain Employee Liabilities.

(1) All unpaid amounts accrued or owing as at Closing to the Assumed
Employees and for which the Purchaser becomes liable at or after Closing
for Accrued Payroll, vacation pay, pension contributions, bonuses and
entitlements (and expressly excluding any severance pay and termination
pay) in respect of their employment with the Business shall be credited
against the Purchase Price unless such amounts have been paid by the
Vendor such that there is no recourse against the Purchaser, (the
“Employee Liabilities Adjustment”). '

(1)  The Vendor shall prepare and provide to the Purchaser at least four 4
Business Days before the Closing Date, a statement of the calculation of

the Employee Liabilities. Adjustment as of the Closing Date, together with .

relevant supporting documentation, satisfactory to the Purchaser, acting
reasonably.

(b)  Owned Real Property Adjustments.

Real property taxes, local improvement rates, water/garbage rates, utilities/fuel
costs, monthly amounts paid or payable by the MOH for the month in which the
Closing occurs, and amounts payable in respect of Leases and any Assumed
Contract and other usual and customary items which are the subject of
commercial real property retirement and long term care facility transaction
adjustments (and expressly excluding the Collective Agreement, Benefit Plans
and matters provided for in the Employee Liabilities Adjustment) shall be
adjusted as of the Closing Date.

(c) Adjustment for MOH Repayments.

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
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MOH in regard to any overpayments/credits for the period prior.to.the -Closing
(not including adjustments for monthly amounts paid or payable by the MOH for
the month in which the Closing occurs which are adjusted pursuant to Section
2.8(b) hereof) (the “MOH Closing Adjustment”) 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 a net payable posmon
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 Vendor shall deliver a statement of adjustments for the items set out in
subsections (a) to (c) above to the Purchaser at least three (3) Business Days
before Closing together with an up to date rent roll of the Leases and such other
background information as may be reasonably required to complete and verify the
items on the statement of adjustments, and the parties shall undertake to readjust
any .item on or omitted from the statement of adjustments except the MOH
Closing Adjustment for a period of six (6) months from Closing.

No Adjustments for Inventory.

There shall be no ad_]ustment fo the Purchase Price in favour of the Vendor on
account of Inventory. :

No Adjustments for Receivables

The Receivables shall become the property of the Purchaser on Closing and shall
be collected by the Purchaser on its own account thereafter. There shall be no
adjustment to the Purchase Price in favour of the Vendor on account of the

Receivables.
Adjustment Dispute Resolution.

(1) Shouid there be any dispute concerning the calculation of the Employee
Liabilities Adjustment, the Owned Real Property adjustments and/or the
MOH Closing Adjustment that remains unresolved 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
Liabilities Adjustment, the Owned Real Property adjustments and/or the
MOH Closing Adjustment within thirty (30) days of Closing or such
longer period 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 dispuie and to determine finally the actual Employee
Liabilities Adjustment, the Owned Real Property adjustments and/or the
MOH Closing Adjustment as of the Closing Date. The parties agree that

n/
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such resolution and determination shall be final and binding onthe Vendor
and the Purchaser.

(11) The Arbitrator shall use commercially reasonable efforts to complete its
work within thirty (30) days of its engagement. The expenses of the
Arbitrator shall be shared equally by the Vendor and the Purchaser, or as
otherwise determined by the Arbitrator,

(iii) ~ The Vendor’s Solicitors shall pay out the funds held for these adjustments
with interest earned thereon, if any, in accordance with the direction of the
Vendor and the Purchaser if they agree or in accordance with the
Arbitrator’s decision on receipt thereof, without further inquiry.

Allocation of Purchase Price

Taxes

(a)

(b)

[INTENTIONALLY DELETED)]

The Purchaser will be responsible for all registration fees and land transfer taxes
payable in connection with the Transaction.

The Purchaser will pay upon Closing, all land transfer taxes, HST and any other
applicable federal, provincial and municipal taxes exigible on the transfer and
sale. Alternatively, where applicable, the Purchaser may furnish the Vendor with
appropriate exemption certificates including for the Owned Real Property a
warranty and indemnity that includes the Purchaser’s HST registration number in
form satisfactory to the Vendor’s solicitors, acting reasonably.

The Purchaser agrees to indemnify and save the Vendor harmiess from and
against all claims and demands for payment of all applicable transfer and sale
taxes including penalties and interest and any liability or costs incurred as-a resuit
of any failure to pay such taxes when due. Notwithstanding the foregoing and for
greater certainty, the Purchaser shall not be responsible for the payment of any
taxes exigible on the Vendor or the Debtor in connection with the transactions

contemplated herein.

Assumed Salaried Employees

@

On or before the Closing Date and subject to Closing, the Purchaser will offer
employment to at least 75% of the Salaried Employees as agreed upon by the
Purchaser, after conducting its due diligence on substantially the same terms and
conditions as they had been employed by the Vendor. Such employees who are
offered employment shall be referred to as the “Transferred Employees™. Prior to
the expiry of the Due Diligence Period, the Purchaser shall determine which
employees it intends to offer employment. The Purchaser in making the offer of
employment will recognize the seniority and years of service of such Transferred
Employees for purposes of the Employment Standards Act (Ontario), as amended,
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only. The Vendor will be responsible for all payments ‘to-be-made-and-all
expenses, costs and other lLiabilities and obligations of any kind whatsoever
arising out of or in connection with the termination of those employees who are
not offered employment by the Purchaser.

(b) The Purchaser acknowledges and agrees that:

(i) the Vendor makes no representation or warranty that any Salaried
Employee will accept employment with the Purchaser, and

(i)  the acceptance by Assumed Salaried Employees of offers of employment
with the Purchaser will not constitute a condition to the Purchaser’s
obligation to complete the Transaction.

2.12 Unionized Employees

()  In accordance with Applicable Law, the Purchaser shall become the successor
employer under the Collective Apgreement with respect to the Unionized
Employees whose employment is governed by the Collective Agreement and shall
be bound by and comply with the terms of the Collective Agreement.

(b) Effective as of the Closing Date, the Purchaser shall assume all of the Debtor’s
liabilities and obligations (and the liabilities and obligations of the Vendor, if any)
under the Collective Agreement, including all of the Debtor’s liabilities and
obligations (and the liabilities and obligations of the Vendor, if any) under the
Benefit Plans.

2.13 Intentionally Deleted
- [INTENTIONALLY DELETED]

2.14 Notice of Change of Employment

The Purchaser may give such notice to the Assumed Employees concerning the change of their
employer with respect to the Business as the Purchaser, in light of Applicable Law, considers
reasonable,

2.15 Empio_yee List

Prior to expiration of the Due Diligence Period, the Vendor shall provide the Purchaser with a
current list of Employees (the “Employee List™), in a format to be agreed upon by both of the
parties hereto, each acting reasonably. The Employee List shall include for each Employee their
name, job title, hire date, wage or salary rate, amount of accrued vacation pay and rate that
vacation pay accumulates, amount of accrued sick leave credits, and a job duty outline, and for
hourly employees, the number of hours generally worked per week. At least ten (10) Business
Days before the Closing Date, the Vendor shall deliver to the Purchaser an up-to-date Employee
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-List-of-all Employees as at such date certified by an officer of the Vendor verifying to-the extent
of its knowledge the accuracy of the contents thereof, On the Closing Date, the Vendor shall
also deliver to the Purchaser a further updated Employee List as at the Closing Date. For the first
employee list, the Vendor will have confirmed the accuracy of the Employee List with the
individual Employees prior to providing the Employee List to the Purchaser,

2.16 Assumed Employees General

(a)

(b)

(c)

(d)

Until the Closing Date, subject to the Employee Liabilities Adjustment, the
Vendor will be responsible for payment of all wages, statutory deductions,

remittances, assessments, bonuses, vacation pay, severance pay, termination pay,

amounts paid in lieu of notice, payments under the Collective Agreement for the
Unionized Employees and any other remuneration, benefits and deductions for all
the Assumed Employees, including without limitation, Benefit Plan premiums
and contributions and any other amounts required to be paid in respect of pension
plans in which the Assumed Employees participate, that become due and payable

121

prior to the Closing Date. On the Closing Date, the Purchaser will assume the
Accrued Payroll and other items in the Employee Liabilities Adjustment for the

Assumed Employees, as provided in Section 2.8(a) hereof.

Effective as of the Closing Date, the Purchaser will assume the obligations of the
Debtor and the Vendor, if any, with respect to the Assumed Employee Liabilities
and of the Debtor and the Vendor as sponsor under the Benefit Plans.

Except to the extent otherwise imposed by Apphcable Law, the Vendor will be
responsible for all unpaid workers’ compensation amounts, including payroll
premiums, non-compliance charges, experience rating surcharges, work week
surcharges, levies and penalties relating to the Assumed Employees arising out of
events occurring prior to the Closing Date, and the Purchaser will be responsible
for all such amounts arising out of events occurring on or after the Closing Date
and relating to the Assumed Employees. The Vendor to provide the Purchaser
proof of its good standing with the Workers Safety and Insurance Board and
confirmation that all such foregoing charges and amounts payable to the Closing
Date have been paid.

The Vendor agrees to indemnify and save the Purchaser harmless from and
against all claims and demands for payment in connection with its responsibility
for Employee Liabilities as provided in Sections 2.16(a) and 2.16(c) hereof. The
Purchaser agrees to indemnify and save the Vendor harmless from and against all
claims and demands for payment in connection with the Employee Liabilities for
the Assumed Employees attributable to the period foHowmg Closing including the
Employee Liabilities Adjustment as provided in Section 2.8(a), and its
responsibilities as provided in Section 2.12 and 2.16(b).

&/
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ARTICLE 3
REPRESENTATIONS AND WARRANTIES

3.1 Purchaser’s Representations
The Purchaser represents and warrants to the Vendor that:

(a) the Purchaser is a corporation duly incorporated, organized and subsisting under
the laws of Ontario;

(b) the Purchaser has all the necessary corporate power, authority and capacity to
enter into this Agreement and to perform its obligations and the execution and
delivery of this Agreement and the consummation of the transactions
contemplated have been duly authorized by all necessary corporate actions on the
part of the Purchaser;

(c) the Purchaser is not a party to, bound or affected by or subject to any indenture,
agreement, instrument, charter or by-law provision, order, judgment or decree
which would be violated, contravened or breached by the execution and delivery
by it of this Agreement or the performance by it of any of the terms contained in
this Agreement; and o

(d)  the Purchaser is not a non-Canadian person as defined in the Investment Canada
Act.

3.2 Vendor’s Representations
The Vendor represents and warrants to the Purchaser that:

(a) the Vendor has the right to enter into this Agreement and_,__subject to the granting
of the Approval and Vesting Order by the Court, to complete the Transaction;

) the Vendor is not a non-resident of Canada within the meaning of that term as
used in the Jncome Tax Act (Canada);

(¢)  save and except for the charges created pursuant to the Appointment Order, the
Vendor has not previously sold or done any act to encumber the Assets;

(d) to the best of the Vendor’s knowledge, no actions or proceedings are pending and
none have been threatened to restrain or prohibit the completion of the
Transaction contemplated by this Agreement;

(e) the Vendor is the interim receiver and receiver and manager of the Debtor,
pursuant to and on the terms of the Appointment Order; and

() save and except for the Collective Agreement, to the best of the Vendor’s
knowledge, there are not:
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(i) any other collective bargaining agreement or contract- with any trade union
or employee organization in respect of Employees;

(i1) any current labour negotiations,
(iii)  any threatened strike or other labour stoppage; or

(iv)  any grievance or arbitration made or threatened under the Collective
Agreement, except as may be disclosed in writing to the Purchaser prior to
the Acceptance Date.

(g)  the Vendor has maintained the Assets and operated the Business separate and
apart from the undertakings of Paragon Health Care Inc. and Paragon Health Care
Inc. does not own or have an interest in any of the assets located on the Owned

Real Property.

ARTICLE 4
CONDITIONS

4.1 Conditions of the Purchaser

The obligation of the Purchaser to complete the Transaction is subject to the fulfillment of each
of the following conditions before the Closing Date (unless otherwise specified, or unless
otherwise waived by the Purchaser as it may determine in its sole and unfettered discretion):

(@)  the inspections and investigations contemplated in Section 5.6 hereof, the
investigation of title to the Owned Real Property and the restrictions on its use
and any orders and notices affecting the Owned Real Property and other due
diligence by the Purchaser of the Assets and Business shall have been completed
and the Purchaser shall be satisfied with the results of those inspections,
investigations and such due diligence, including the accuracy of the matters
represented and warranted in Section 3.1 hereof prior to exp1rat1on of the Due
Diligence Pericd (the “Due Diligence Condition™);

(b) the Purchaser shall have finalized financing terms to facilitate the completion of
the Transaction prior to expiration of the Due Diligence Period (the “Financing
Condition™);

(c) the Purchaser shall be satisfied as {o any conditions imposed by the MOH on the
Transaction within fifteen (15) days of receipt of the terms / conditions imposed

by the MOH;

(d)  the Vendor shall have provided a Phase 1 Environmental Report prepared by
AIMS Environmental on the Owned Real Property, acceptable to the Purchaser
within sixty (60) days of the Acceptance Date;

(e) the Purchaser has received approval from the Board of Southbridge Management
Services Inc. prior to expiration of the Due Diligence Period;
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D) all representations and warranties of the Vendor contained in-,athis‘ﬂgreememt--wﬂl
be true as of the Closing Date with the same effect as though made on and as of
that date, excluding the representation in 3.2(f) which is made only as of the

Acceptance Date;

(g) no action or proceedings will be pending or threatened to restrain or prohibit the
completion of the Transaction contemplated by this Agreement on the Closing

Date;

(h)  the Vendor will have performed each of its obligations under this Agreement to
the extent required to be performed on or before the Closing Date; and

(D no material loss or damage to the Assets will have occurred on or before the
Closing Date, subject to the provisions of Section 5.8 hereof.

The foregoing conditions are for the exclusive benefit of the Purchaser. Any condition may be
waived by the Purchaser in whole or in part. Any such waiver will be binding on the Purchaser

only if made in writing, _
4.2 Conditions of the Vendoi-

The obligation of the Vendor to complete the Transaction is subject to the fulfillment of each of
the following conditions before the Closing Date (unless otherwise specified, or unless otherwise
watved by the Vendor in its sole discretion): '

(a) all representations and warranties of the Purchaser contained in this Agreement
will be true as of the Closing Date with the same effect as though made on and as

of that daie;

(b}  no action or proceedings will be pending or threatened to restrain or prohibi_t the
completion of the Transaction contemplated by this Agreement:

(c)  the Purchaser will have performed each of its obligations under this Agreement to
the extent required to be performed on or before the Closing Date; and

(d) no material loss or damage to the Assets will have occurred on or before the
Closing Date subject to the provisions of Section 5.8 hereof.

The foregoing conditions are for the exclusive benefit of the Vendor. Any condition may be
waived by the Vendor in whole or in part. Any such waiver will be binding on the Vendor only if

made in writing,

4
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4.3 - - -Mutual Conditions

The obligations of the Vendor and Purchaser to complete the Transaction are subject to the
following conditions being fuifilled or performed at or prior to the Closing:

(a) On or within 30 days following 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 Assets free and clear
of all liens, security interests and other encumbrances, save and except for the
Permitted Encumbrances, such order to be substantially in the form of the order
attached hereto as Exhibit A (the “Approval and Vesting Order™);

(b)  the Approval and Vesting Order will not have been stayed, varied or vacated and
no order will have been issued and no action or proceeding will be pending to
restrain or prohibit the completion of the Transaction; and '

- {c) on or before November 30, 2011, 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).

The parties hereto acknowledge that the foregoing conditions are for the mutual benefit of the
Vendor and the Purchaser.

44  Transfer of Licenses

The Vendor shall make within 10 days of the making of the Approval and Vesting Order the
necessary filings of material with the MOH to request the granting of approval of the Transaction
including notice of surrender of the Licence(s) on condition the MOH issue licence(s) similar to

the Licence(s) to the Purchaser.

The Purchaser shall submit the materials required by the MOI to approve the transfer of the
Licence(s) within 45 days of the satisfaction of the Due Diligence Condition and thereafter take
all commercially reasonable steps necessary and use due diligence to obtain the licence(s).

4.5 Non-Satisfaction of Conditions

If any condition set out in this Article is not satisfied or performed prior to the time specified
therefor, a party for whose benefit the condition is inserted may in writing:

(@)  waive compliance with the condition in whole or in part in its sole discretion by
written notice to the other party and without prejudice to any of its rights of
termination in the event of non-fulfilment of any other condition in whole or in

part; or

(b)  elect by written notice to the other party delivered on or before the date specified
for the condition to terminate this Agreement.
ol
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4:6. - -FExclusive Dealings

Until explratlon or earlier wajver of the Due Diligence Period, the Vendor shall not take any
action, directly or indirectly, to encourage, initiate or engage in discussions or negotiations with,
or prov:de any information to any Person, other than the Purchaser and its designated and
authonzed representatives, concerning any sale, transfer, assignment, licence, merger or similar
transaction involving the Assets.

ARTICLE 5
CLOSING

5.1 Closing

The completion of the Transaction will take piace at the offices of the Vendor’s Solicitors, on the
Closing Date or as otherwise determined by mutual agreement of the parties in writing.

5.2  Purchaser’s Deliveries on Closing

At or before the Closing Date, the Purchaser will execute and deliver to the Vendor the
following, each of which will be in form and substance satisfactory to the Vendor’s Solicitors,

acting reasonably:

(a) a bill of sale and assignment substantially in the form of Exhibit B;

(b)  a certificate of a senior officer of the Purchaser dated the Closing Date,
confirming that all of the representations and warranties of the Purchaser
contained in this Agreement are true as of the Closing Date, with the same effect
as though made on and as of the Closing Date;

(c) a certificate of a senior officer of the Purchaser dated the Closing Date,

" confirming that each of the conditions precedent in Section 4.1 hereof, other than
those previously stated as fulfilled, performed or waived by the Purchaser, have
been fulfilled, performed or waived as of the Closing Date;

(d)  an assumption agreement as contemplated by Section 2.5 hercof;

(¢)  an undertaking to readjust any item on or omitted from the statement of
adjustments as provided for in Section 2.8(d} hereof; :

(H a mutual indemnity agreement in respect of the Assumed Employees as
contemplated by Section 2.16(d) hereof; and

(g) such further and bther documentation as is referred to in this Agreement or as the
Vendor may reasonably require to give effect to this Agreement.

The Purchaser shall also deliver the balance of the Purchase Price in accordance with the
provisions of Section 2.7(c) hereof.
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5F --;-_«--*—erndﬂl"s Deliveries on Closing

At or before the Closing Date, the Vendor will execute and deliver to the Purchaser the

following, each of which will be in form and substance satisfactory to the Purchaser, acting

reasonably:
(a) a statement of adjustments as contemplated by Section 2.8(d) hereof;,

(b)  abill of sale and assignment substantially in the form of Exhibit B;

(c)  acertificate of an officer of the Vendor dated the Closing Date confirming that all -

of the representations and warranties of the Vendor contained in this Agreement
are true as of the Closing Date, with the same effect as though made on and as of
the Closing Date, excluding the representation in-section 3.2(f) hereof;

. (d) a certificate of an officer of the Vendor dated the Closing Date confirming that

each of the conditions precedent in Section 4.2 hereof have been fulfilled,
performed or waived as of the Closing Date;

(e) an assumption agreement as contemplated by Section 2.5 hereof;

(@) an undertaking to readjust any item. on or omitted from the statement of
adjustments as provided for in Section 2.8(d) hereof;

(g) a mutual indernriity agreement in respect of the Assumed Employees as
contemplated by Section 2.16(d) hereof; ;

- (h) the Approval and Vesting Order and Réceiver’s Certificate,

(i) - anupdated Employee List;

()  atransfer of the Resident Trust Funds together with related records, and -

(k) such further and other documentation as is referred to in this Agreement or as the
Purchaser may reasonably require to give effect to this Agreement.

5.4  Purchaser’s Acknowledgement

The Purchaser acknowledges that the Vendor is selling the right, title and interest of the Debtor
in and to the Assets pursuant to the Vendor’s powers as authorized by the Appointment Order
and the Approval and Vesting Order substantially in the form attached hereto as Exhibit “A”.
The Purchaser agrees to purchase and accept the right, title and interest of the Debtor in and to
the Assets pursuant to and in accordance with the terms of this Agreement and the bill of sale
and assignment and other assignment agresments delivered pursuant to the terms of this

Agreement.

o
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B Possession of Assets and Resident Trust Funds

The Vendor will remain in possession of the Assets until the Closing Date. On Closing, the
Purchaser will take possession of the Assets and the Resident Trust Funds wherever situate as at
thie " Closing Date. The Purchaser acknowledges that the Vendor has no obligation to deliver
phsical possession of the Assets to the Purchaser. In no event will the Assets be sold, assigned,
transferred or set over to the Purchaser until the Purchaser has satisfied all delivery requirements
outlined in Section 5.2 hereof.

5.6 Access to Assets -

(a) The Purchaser and its duly authorized representatives may have reasonable access
to the Assets located at the Debtor(s)’ Owned Real Property during normal
business hours during the Due Diligence Period for the purpose of enabling the
Purchaser to conduct such inspections of the Assets as it deems appropriate,
provided the Purchaser gives the Vendor at least forty-eight (48) hours prior
notice of the times it intends to conduct such inspections. Such inspection will
only be conducted in the presence of a representative of the Vendor if so required
at the discretion of the Vendor. :

(b)  The Vendor will furnish to the Purchaser and its duly authorized representatives
any financial and operating data and other information and documentation with
respect to the Business as the Purchaser reasonably requests, including all
working papers of Diversicare in any way relating to the Business and all
documents relating to the Owned Real Property. The parties expressly agree and
understand that there will be some documents not within the actual possession of
the Vendor. The Purchaser shall make every reasonable effort to specifically
describe any document requested from the Vendor and the Vendor will make
reasonable efforts to cause such relevant documents to be disclosed within ten

(10) Business Days of any such request.

(c) The Purchaser agrees to indemnify and save the Vendor harmless from and
against all claims, demands, losses, damages, actions and costs incurred or arising
from or in any way directly related to the inspection of the Assets or the
attendance of the Purchaser, its employees, contractors or agents at the Owned

Real Property.
5.7  Conduct of Business Before Closing

During the period beginning on the 'Acceptance Date to and including the Closing Date, the
Vendor shall: :

(&) operate the Business in the ordinary course;

(b)  maintain and keep the Assets in their present state of repair, ordinary wear and
tear excepted; : '

&
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£c) notify the Purchaser of any breach of any representation, warranty-or-covenant in
this Agreement; o

(d) not do any act or omit to do any act that would cause Va breach of any
representation, warranty, covenant or agreement contained in this Agreement;

(e) notify the Purchaser of any matter represented in Section 3.2(f) that comes within
its knowledge after the Acceptance Date;

(f) not make any material change in the terms of employment of Employees; and

(g)  assist the Purchaser so as to effect an orderly transition of the Business to the

~ Purchaser for a petiod of ninety (90) days following Closing, including, inter alia,

introducing the Purchaser to the local long term care home muarket, its Assumed
Employees, suppliers, key clients and residents of the Business.

58 Risk

The Assets will be and remain at the risk of the Debtor and/or the Vendor until Closing and at
the risk of the Purchaser from and after Closing. Pending completion, the Vendor will hold
insurance policies covering the Assets and any proceeds derived therefrom for the parties as their
respective interest may appear. If, prior to Closing, the Assets are substantially damaged or
destroyed by fire or other casualty, then, at its option, the Purchaser may decline to complete the
transaction. Such option will be exercised within 15 days after notification to the Purchaser by
the Vendor of the occurrence of damage or destruction (or prior to the Closing Date if such

~ occurrence takes place within 15 days of the Closing Date) in which event this Agreement will

be terminated automatically and the Purchaser will be entitled only to a return of the Deposits
paid under Section 2.7 hereof and the Deposit Interest but without any other compensation. If the

Purchaser does not exercise such option, or where any damage or destruction is not substantial,
the Purchaser will complete the Transaction and will be entitled to the proceeds of any insurance

payable as a result of the occurrence of such loss, damage or destruction. If any dispute arises
under this Section as to whether damage or destruction is substantial or with respect to the

amount of any abatement, such dispute will be determined in accordance with the arbitration

provision referred to in Section 5.9 hereof.

5.9 Arbitration

If any dispute arises under Section 5.8 hereof as to whether any damage or destruction is
substantial or with respect to the amount of any abatement, such dispute will be determined by
an arbitrator mutually acceptable to the parties. If the parties fail to agree on an arbitrator, either
may, after such party has notified the other of such failure to agree, give notice to the other party
that it wishes to submit the dispute to arbitration by a single arbitrator in accordance with the
Arbitration Act, 1991 (Ontario). The decision of the arbitrator, which will be final and binding on
the parties, will be made as soon as possible following his appointment. The fees and expenses of
the arbitration will be borne equally by the parties or as otherwise determined by the arbitrator. If
an arbitration proceeding is commenced pursuant to this Section prior to the Closing Date, the

=4
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- <Closing Date will be automatically extended to.the date, which is four (4)- Busmess )ays fmm.:..

* ‘the date of the decision of the arbitrator.
510 Termination '

If éiﬂier. the Vendor or the Purchaser validly terminates this Agreement pursuant to the
provisions of Sections 4.5 or 5.8 hereof: _

(a) all the obligations of both the Vendor and Purchaser pursuant to this Agreement
will be at an end; and

(b)  neither party will have any right to specific performance or other remedy against,
or any right to recover damages or expenses from, the other.

For greater certalnw, in the event that the Purchaser terminates this Agreement followmg the

~ expiration of the Due Diligence Period for any reason other than Non-satisfaction of the Mutual

Conditions or the Conditions in favour of the Purchaser set out in Sections 4.1 (c) or (f) to (i) or
as a result of the Vendor’s default hereunder, the Deposits along with the Deposit Interest shall
be released by the Vendor’s Solicitors from trust and paid to the Vendor in full satisfaction of all
damages, losses, costs and expenses resulting therefrom. In the event that the Purchaser
terminates this Agreement prior to the expiration of the Due Diligence Period for any reason
whatsoever as the Purchaser may determine in its sole and unfettered discretion, the Vendor shall
forthwith return the Deposits and the Deposit Interest to the Purchaser. .

5.11 Limitation on Indemnity by the Vendor |

Any claim by the Purchaser under any indemnity of the Vendor in this Agreement, includitig

those in Section 2.16(d) must be made in writing on or before the end of the sixth month

following the Closing Date.

S B ARTICLE 6 -
GENERAL

6.1  Electronic Registration

The Purchaser agrees to cause all necessary procedures to be taken, as may be required by the
Vendor or the Vendor’s Solicitors, to complete the Owned Real Property part of the Transaction
using the system for electronic registration operative and mandatory in the applicable land
registry office (“Ereg”) in accordance with the Law Society of Upper Canada’s guidelines. The
Purchaser agrees to use a lawyer authorized to use Ereg and who is in good standing with the
Law Society of Upper Canada and the Purchaser’s Solicitors will enter into the Vendor’s
Solicitors’ standard form of escrow closing agreement or document reglstratlon agreement,
which will establish the procedures for closing the Transaction provided same are in accordance
with Law Society guidelines. If the Purchaser’s Solicitors are unwilling or unable to complete
this transaction using Ereg, then the Purchaser’s Solicitors must attend at the Vendor’s
Solicitors® office or at another location designated by the Vendor’s Solicitors at such time on
Closing as directed by the Vendor’s Solicitors to complete the transaction using Ereg utilizing
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the Vendor’s Solicitors’ computer facilities, in which event, the Purchaser shall pay to the
Vendoi’s Solicitors a reasonable fee therefor,

6.2  Paramountcy

In the event of any conflict or inconsistency between the provisions of this Agreement, and any
other agreement, document or instrument executed ot delivered by the Vendor in connection
with this Transaction or this Agreement, the provisions of this Agreement will prevail to the
extent of such conflict or inconsistency. T

6.3 Vendor’s Capacity

The Vendor acts solely in its capacity as court appointed interim receiver and receiver and
manager of the Debtor and will have no personal or corporate liability under this Agreement.

6.4  Commission

Other than commissions payable by the Vendor to the listing agent, John A. Jensen Realty Inc.,
in connection with this Transaction, which may include a co-operating broker commission, each
party acknowledges that there are no other agent or broker fees or other commissions payable by
such party on the Purchase Price or otherwise in connection with the Transaction, and each party
agrees to indemnify the other party against any claim for compensation or commission by any
third party or agent retained by such party in connection with, or in contemplation of, the
Transaction. '

65  Confidentiality

(2) The Vendor will provide to the Purchaser Confidential Information including
information which might reasonably be expected to materially affect: (i) the

- decision of a prospective purchaser-to complete the Transaction; or (ii) the value

of the Assets. The Vendor does not represent or warrant the accuracy or
completeness of any of the Confidential Information and the Vendor assumes no
liabitity whatsoever to the Purchaser if information, which may be deemed by the
Purchaser to have been material to a prospective purchaser to contemplate the
Transaction or to the value of the Business, is not provided by the Vendor to the

Purchaser.

(b) All information exchanged between the Vendor and the Purchaser in connection
with the Transaction will be considered Confidential Information. Any publicity
relating to the Transaction and the manner of releasing any information regarding
the Transaction will be mutually agreed upon by the Vendor and the Purchaser,
both parties acting reasonably.

(c) The Vendor will continue to have all right, title and interest in and to the
Confidential Information and the Confidential Information will be held in trust by
the Purchaser for the benefit of the Vendor. The Purchaser will not, directly or
indirectly, use, exploit or disclose the Confidential Information for any reason

TOR_LAW\ 7575107\6 ' : R
)/

131




26

other than evaluating and assessing the Assets for the purpose-of.acquiring.the.
Assets. Disclosure or use of the Confidential Information by the Purchaser in
breach of this Agreement will be deemed to cause the Vendor irreparable harm
for which damages may not be an adequate remedy. ' B

(d) The Purchaser will disclose the Confidential Information only to those of the
Purchaser’s employees and professional advisors who will have a need to know
the Confidential Information for the purpose of evaluating the Assets and, in each
case, only after the relevant professional advisors agree in writing and in favour of
the Vendor not to disclose the Confidential Information to any other person. The
Purchaser will, upon request of the Vendor, deliver copies.of such written
agreements to the Vendor. ' ' '

(&) If the Agreement is terminated for any reason other than the default of the
Vendor, the Purchaser will, upon request of the Vendor, immediately return all
Confidential Information and copies thereof to the Vendor, or will destroy such
Confidential Information and copies thereof, and furnish proof of their destruction
10 the reasonable satisfaction of the Vendor. If the Agre_ement'is terminated by
reason of a default of the Vendor, the Purchaser may delay return of such parts of
the Confidential Information as may be teasonably required to deal with any
action or claim arising out of such termination until such action or claim has been

determined or otherwise resolved.

6.6  Costs and Expenses

Except as otherwise specified in this Agreement, all costs and expenses (including the fees and
disbursements of accountants, legal counsel and other professional advisers) incurred in
connection with this Agreement and the completion of the Transaction are to be paid by the party
incurring those costs and expenses. If this Agrecment is terminated, the obligation of each party
to pay its own costs and expenses is subject to each party’s respective rights arising from a

breach or termination.
6.7  Time of Essence
Time is of the essence in all respects of this Agreement.
6.8  Notices
Any Communication must be in writing and either: _
(a) personally delivered;
(b) sent by prepaid registered mail; or

(c) sent by facsimile or similar method of recorded communication, charges prepaid.

&
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Any Communication must be sent to the intended recipient at its address as follows:
to the Purchaser at:

201-150 Water Street South
Cambridge, ON NIiR 3E2

Attention: Robert Yoanidis
Facsimile No. 519.621.8144

with a copy to:

Miller Thomson, LLP 7 ,
Accelerator Building, 295 Hagey Blvd., Suite 300
- Waterloo, ON N2L 6R5

Attention: Dwayne Kuiper
Facsimile No.:519.743.2540
E-mail: dkuiper@millerthomson.com

to the Vendor at:

Deloitie & Touche Inc.
181 Bay Street, Suite 1400
Toronto, Ontario M5J 2V1

Attention: Dantel R. Weisz, CA+CIRP
' Hartley Bricks, MBA, CA+CIRP
Facsimile No.: 416-601-6690
E-mail: dweisz@deloitte.ca
" "hbricks@deloitte.ca

with a copy to

Gowling Lafleur Henderson, LLP
1 First Canadian Place

Suite 1600

Toronto, Ontario

Canada MS5X 1G5

Aftention: Clifion Prophet

Harry VanderLugt
Facsimile No.: 416-862-7661
E-mail: clifton.prophet@gowlings.com

harry.vanderlugt@gowlings.com
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or -at-such-other address as any party may from time to time advise the other by:Communication
~ given in accordance with this Section 6.8 hereof, Any Communication delivered to ‘the -party to
" .whom it is addressed will be deemed to have been given and received on the day it is so
- delivered at that party’s address, provided that if that day is not a Business ‘Day - then the
' Corimunication will be deemed fo have been given and received on the next Business Day. :Any
‘Communication transmitted by facsimile or other form of recorded communication- will be
deemed to bave been given and received on the day on which it was transtnitted -(but if the
Communication is transmitted on a day which is not a Business Day or after 3:00 p.m. (local
time of the recipient), the Communication will be deemed to have been received on the next
Business Day). Any Communication given by registered mail will be deemed to have ‘been
received on the 5% Bysiness Day after which it is so mailed. If a strike or lockout of 'postal

employees is then in effect, or generally known to be impending, every Communication must be
effected by personal delivery or by facsimile transmission.

6.9  TFurther Assurances

Each party shall, at the requesting party’s cost, execute and deliver such further agreements and
documents and provide such further assurances as may be reasonably required by the other party
to give effect to this Agreement and, without limiting the generality of the foregoing, shall do or
cause to be done all acts and things, execute and deliver or cause 10 be executed and delivered ail
agreements and documents and provide -such assurances, undertakings and information as may
be required from time to time by all regulatory or governmental bodies or stock -exchanges
having jurisdiction over the affairs of a party or as may be required from time to time under
‘applicable securities legislation.

6.10 Amendment and Waiver

No supplement, modification, amendment, waiver, discharge or termination of this Agreement is
. binding unless it is executed in writing by the party to be bound. No waiver of, failure to exercise

—or delay in -exercising, any provision of this._Agreement constitutes a waiver of any other
provision (whether or not similar) nor does such waiver constitute a continuing waiver unless
otherwise expressly provided.

6.11  Submission to Jurisdiction

Without prejudice to the ability of any party to enforce this Agreement in any other proper
jurisdiction, each of the parties irrevocably submits and attorns to the exclusive jurisdiction of
the courts of the Province of Ontario to determine all issues, whether at Jaw or in equity arising
from this Agreement. To the extent permitted by Applicable Law, each of the parties irrevocably
waives any objection (including any claim of inconvenient forum) that it may now or hereafter
have to the venue of any legal proceeding arising out of or relating to this Agreement in the
courts of the Province of Ontario or that the subject matter of this Agreement may not be
enforced in the courts and irrevocably agrees not to seek, and hereby waives any right to, judicial
review by any court which may be called upon to enforce the judgment of the courts referred to
herein, of the substantive merits of any such suit, action or proceeding. To the extent a party has
or hereafter may acquire any immunity from jurisdiction of any court or from any legal process
(whether through service or notice, attachment prior to judgment, attachment in aid of execution,
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execution.or otherwise) with respect to itself or its property, that party hereby. irrevocably waives
such’immunity in respect of its obligations under this Agreement. :

6.12 Assignment and Enuremenf

Neither this Agreement nor any right or obligation hereunder may be assigned by either party
without the prior written consent of the other party. Notwithstanding the foregoing, the Vendor
will permit assignment by the Purchaser of this Agreement to a related party, The Purchaser shall
not be released in whole or in part of its obligations under the Agreement by such permitted
assignment. This Agreement enures to the benefit of and is binding upon the parties and their

respective successors and permitted assigns.

6.13 Severability

Each provision of this Agreement is distinct and severable, If any provision of this Agreement, in

_whole or in part, is or becomes illegal, invalid or unenforceable in any jurisdiction by a court of

competent jurisdiction, the illegality, invalidity or unenforceability of that provision will not
affect:

{a) the legality, validity or enforceability of the remaining provisions of this
Agreement; or

(b)  the legality, validity or enforceability of that provision in any other jurisdiction.

'6.14 Counterparts

This Agreement may be executed and delivered by the parties in one or more counterparts, each
of which when so exccuted and delivered will be an original and such counterparts will together
constitute one and the same instrument.

6.15 - Facsimile Signatures

Delivery of this Agreement by facsimile or PDF transmission constitutes valid and effective
delivery.

TOR_LAWA7575107\6
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Each of the parties has executed and delivered this Agreement, as of the date.noted at the
begiriniing of the Agreement.

DELOITTE & TOUCHE IN C., solely in its
capacity as court-appointed interim receiver and
receiver and manager of the current and future
assets, undertakings and properties of 1508669
Ontario Limited and not in its personal capacity

- Per - @

Name: [Amike oceyn
Tit].e: . S&N'bﬁ. w e &‘.GS AT
SAC 4 Inc. 7 /
Per £ ¥4 for.
~ Name: s Moawdis

Vel et
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Court File No. 06-CL-6233

ONTARIO

SUPERIOR COURT OF JUSTICE
(N BANKRUPTCY AND INSOLVENCY)

COMMERCIAL LIST
THE HONOURABLE ) MONDAY, THE 23 DAY
) ' .
JUSTICE CUMMING ) - OF JANUARY, 2006
PEOPLES TRUST COMPANY
Applicant
-and -

PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED

Respondents

APPLICATION ‘UNDER section 47 of Bankruptcy and
Insolvency Act, R.S.C. 1985, ¢. B-3, and under section.
101 of the Courts of Justice Act, R.5.0. 1990, c. C.43

ORDER

THIS MOTION, made by the Applicant for an Order pursuant to section 47(1) of

the Bankruptcy and Insolvency Act, R.S.C. 1985, ¢. B-3, as amended (the "BIA"} and
section 101 of the Courts of Justice Act, R.S.0 1290 c. C-43, as amended (the "CJA")

appointing Mintz & Partners Limited (“Mintz"} as interim receiver and receiver and

o



-managef (in such capaC|ties, the "Receiver") without security, of all of the assets
-undertaklﬂQS and properties of Paragon Heaith Care Inc. (“Paragon”) and 1508669
Ontano Limited (150 Ontario™) was heard this day at 393 University Avenue Toronto

Ontarioc.

ON READING the affidavit of James Dysart sworn January 13, 2006 and the
Exhibits thereto and on hearing the submissions of counsel for the Applicant and the
Respondents, no one appearing for the persons referenced in the Service List
appended hereto as Appendix “A” although duly served as éppears from the affidavit
of service of Carla Clarizia sworn January 17, 2008 (the “Affidavit of Service”) and .on
reading the consent of Mintz to act as the Recelver, ' '

SERVICE AND AMENDMENT

1. THIS COURT ORDERS that the time for service of the Notice of
Application and the Application Record is hereby abridged so that this motion is properly
returnable today, service upon those parties described in the Affidavit of Service is
hereby validated and any further service of the Notice of Application and Application

Record is hereby dispensed with.

2. THIS COURT ORDERS that Paragon Health- Care (Ontario) Inc.
(“Paragon Ontaric”) be added as a respondent to these proceedings. ‘

APPOINTMENT

3. THIS COURT ORDERS that pursuant to section 47(1) of BIA and section
101 of the CJA, effective 9:00 a.m. Eastern Standard Time Jariuary 24, 2006, Mintz is
hereby appointed Receiver, without security, of all of the current and future assets,
undertakings and properties of Paragon, 150 Ontario and Paragon Ontario (collectively,
the “Debtors”), of every nature and kind whatsoever, and wherever situate, inciuding all
| proceeds thereof (the "Property”), including, without limitation, the real property

described in Appendix “B” hereto.

74
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RECEIVER'S POWERS

4 THIS COURT ORDERS that the Receiver is hereby empowered and
authorized, but not obligated, to act at once in respect of the F'-ropert_yh and w;thout in
any way limiting the generality of the foregoing, the Receiver is hereby _ekp_ressly
smpowered and authorized to do any of the following where the Receiver considers i

necessary or desirable:

(a) 1o take possession and control of the Property and any and all proceeds,
raceipts and disbursements arising out of or from the Property;

(b) 1o 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 saféguard it, the
ehgaging of independent security persbnnei, the taking of physical '
inventories and the placement of such insu_rancé coverage as may be

necessary or desirable;

{c) to manage, operate and carry on the business of the Debtors, including
| the powers to enfer into any agreements, incur any obligations in the
ordinary course of business, cease to carry on alt or any part of the
business or cease o perform any contracts of the Debtors; . e

(d) 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 conferred by this Order, including, without
limitation, Diversicare Canada Management Services Co., Inc., or such
other third party operator as the Receiver may in its discretion designate

(the “Manager”);

(&) to purchase or lease such machinery, equipment, inventories, supplies,
premises or other assets to continue the business of the Debtors or any

part or parts thereof;

0



(f)

(9)
(h)

(i)

k)

()

to receive and collect all monies and accounts now owed .or hereafter

141

owing to the Debtors and fo exercise all remedies of,__the"l?)'ebtcirs in -

collecting such monies, including, without limitation, “ to enforce any
security held by the Debtors and to coliect any payments or subsidies from
the Ontario Ministry of Health and Long Term Care (the “MOH") and any
municipalities, provided, howaver, that notwithstanding anything herein
contained, 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.S.0. 1 990, ¢. N-7, as

amended and the regulations thereunder (the “NHA") and related policy

(and which amounts will be subject to MOH review and reconciliation as

provided for by applicable law);
to settle, extend or compromise any inde'btédness owing to the Debtors;

to execute, assign, issue and endorse documents of whatéver nature in
respect of any of the Property, whether in the Receiver's name or in the
name and on behalf of the Debtors, for any purpose pursuant to this

| Order;

to undertake environmental or workers' health and safety assessments of = = =~

the Property and operations of the Debiors;

to undertake such repairs and improvements to the Property as the

Receiver may, in its discretion, deem appropriate or the MOH may require;

to apply for such permits, licenses, appfovals 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 hersafter
instituted with respect to the Debtors, the Property or the Receiver, and to

J



(m)

(n)

(0)

(P

settle or compromise any such proceedings, including, W|thout|im|taﬂon,
any grievances or other labour disputes. The authority hereby conveyed
shall extend to such appeals or applications for judicial 'feyié\ﬁif’irn;réSbect
of any order or judgment pronounced in any such proceed_iﬁé‘; -

to market any or all of the Property, 'including advertising and soliciting
ofiers in respect of the Properly or any part or parts thereof and
negotiating such terms and conditions of sale as the F{ecewer in its

discretion may deem appropriate;

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

thereof out of the ordmary course of business,

(i)  without the approval of this Court in respect of any t_ransac_tibn not
exceeding $50,000, provided that the aggregate consideration for
all such transactions does not exceed $200,000; and '

(if)  with the approval of this Court in respect of any transaction in which
the purchase price or the aggregate purchase price exceeds the
-applicable amount set out in the preceding clause,

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

Bulk Sales Actshall not apply.

to apply for any vesting order or other orders necessary to convey the
Property or any past 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 secured and unsecured
creditors of the Debiors and their advisors as the Receiver deems
appropriate on all matters refating to the Property and the receivership,

J
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and to share information, subject to such terms as to confidentiality as the

'Receiver deems advisable;

(q) to register a copy of this Order and any other Orders in -iespek_:’t of the
Property against title to any or all of the Property; |

(r 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 Receiver, in the name of the

it e ERERAED L e

Debtors;

(s) to enter into arrangements with any trustee in bankruptcy appointed in -
respect of the Debtors, including, without limiting the generality of the
foregoing, the ability 1o enter into occupatidn agreements for any property
owned or leased by 'th_e Debtors and the power to lend money to or
indemnify any such trustee, such trustee borrowings or indemnity not io
exceed $25,000 unless otherwise increased by this Court;

(t) to vote any shares and exercise any rights which the Debtors may have as
- shareholder and to otherwise deal with all securities, warrants or other

interests held by the Debtors, for its benefit; and,
{(u) 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,
inciuding the Debtors, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

5. THIS COURT ORDERS that (i) the Debtors, {ii) all of their current and former
directors, officers, employees, agents and shareholders, any other persons
acting on their instructions or behalf including, without limitation, any accountants
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or legal counsel, and (iil} all other individuals, firms, corporations, govemmental
bodies or agencies, or other entities having notice of this Order (5"_ of the
foregoing, collectively, being "Persons” and each being a"persgn")shall
_forthwith advise the Receiver of any Property in such Person's possessmn or
control, shall grant immediate and continued access to the Property to the
Receiver, and shalt deliver all such Property to the Receiver upon the Receiver's
request, other than documents or information 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.

THIS COURT ORDERS that all Persons shall deliver to the Receiver all of the
Debtors' books, documents, securities, contracts, orders, corporate and
accdunting records and all computer records, computer programs, computer
tapes,' computer disks, data stbrage media and programs .conféining-any such
information, and any other papers, records and information of any kind of the
Debtors relating thereto in their possession'or contfol (the foregoing, collectively,
the “Records"}, and shall provide to the Receiver or permit the Receiver to make,
retain and take away copies thereof and grant to the Receiver access to and use
of accounting, computer, software and physical facilities relating thersto.

THIS COURT ORDERS that if ahy Records are stored or otherwise contained on -
‘a computer or other electronic system of information storage, whether by
independent service provider or otherwise, all Persons in possession or control of
such Records shall forthwith give unfettered access to the Receiver for the
purpose of allowing the Receiver to obtain access to, recover and fully copy all of
the information contained therein whether by way of printing the information onto
paper or making cgpies 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 Per_sons 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,

o/



‘without limiting the generality of the foregoing, providing the Hemcewerwnh
“instructions on the use of any computer or other system and provndmg 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

8. THIS COURT ORDERS that no proceeding.' enforcement process, or extra-
judicial proceeding in any court or other tribunal (sach, a “Proceeding"), shall be
commenced or continued against the Receiver or any peréon engaged by the
Receiver, including the Manager, except with the written consent of t'h.e' Receiver

or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

9. THIS -COURT ORDERS that no Proceeding against or in respect of the Debtors
or the Property shall be commenced or continued except with the written consent
of the Receiver or with ieave of this Court and any and all Proceedings currently
under way against or in respect of the Debtors or the Property are hereby stayed
and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

10. THIS COURT ORDERS that all rlghts and remedies agalnst the Debtors or
affecting the Property are hereby stayed and suspended pendlng written consent
of the Receiver or leave of this Court, provided, however, that nothing in this

paragraph or this Order shall:

(a)  empower the Receiver or the Debtors to carry on any business which the

Debtors are not lawfully entitled to carry on;

(b) exempt the Receiver or the Debtors from compliance with statutory or
regulatory provisions relating to health, safety or the environment, or other
mandatory statutory or regulatory provisions of applicable law, and, for
greater certainty, this Order shall not be construed so as to prohibit,

- o/



restrain, impede or in any way interfere with the MOH , tﬁeDlrectEirunder
the NHA, or employees or agents of the MOH (collectlvely, the "Mlnrster")
in exercising any jurisdiction, duty, power, or authority granted__ under the
NHA or the Health Facilities Special Orders Act, R.S.0. 1990 C. H 5, as
amended, without further order of this Court or the written consent of the
Receiver (including, without limitation, the right to suspend a licence, to
take control of a home, or to terminate a service agreement), where it-has
been determined by the Minister to be necessary to protect the health,
safety and welfare of residents, and any such exercise by the Minister

shall not in any way diminish or derogate from the protections against.
liabilities afforded to the Receiver under this Order, or under the provision -

of the BIA, o at law or equity; or,

{c) prevent the filing of any' registration 1o preserv_e a security interest or a

claim for lien.

NO INTERFEFIEN.CE WITH THE RECEIVER

11.

THIS COURT ORDERS that no Person shall discontinue, fait to honour renewal

rights, alter, interfere with, repudiate, terminate or cease to perform any right,
contract, arrangement, agreement, licence or permit in favour of or held by the

~Debtors, without written consent: of-the Receiver or Ieave of thrs Court ‘and,

without limiting the generality of the foregoing, the MOH is hereby directed 1o
make ali payments of funds to which the Debtors are entitled directly io the
Receiver and the MOH shall not suspend, cancel or set-off such payments
without further order of this Court, provided, however, that nothing in this
paragraph shall exempt the Receiver or the Debtors from compliance with
statutory or regulatory provusrons relating to health, safety or the environment, or
other mandatory statutory or regulatory provisions of applicable law from and

after the date of this order.

CONTINUATION OF SERVICES
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12, THIS COURT ORDERS that all Persons having oral of written agreements with
the Debtors or statutory or regulatory mandates for the supply 6f godds and/or
services, including without fimitation, all computer software, commun_ic_atioﬁ and
other data services, centralized banking services, payrol sewlicés, insurance,
fransportation services, utility or other services to the Debtors are hereby
restrained until further Order of this Court from discontinuing, failing to honour
renewal rights on reasonable terms, altering, interfering with or terminating the
supply of such goods or services as may be required by the Receiver, and that
the Receiver shall be entitled to the continued use of the Debtors' current
telephone numbers, facsimile numbers, internet addresses and domain names,
provided in each case that the normal prices or charges for ail such goods or
services received after the date of this Order are paid by the Receiver in
accordance with normal payment practices of the Debtors 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

13.  THIS COURT ORDERS that all funds, monies, 'cheques, instruments, and other
| forms of payments received or collected 'by the Receiver ("Receipts") from and
after the making of this Order from any source whatsoever, including, without
limitation, the sale of all or any qf the Property and the collection ngrf:a‘x;y' raé'qpflrjhts'
receivable in whole or in part, whether 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.
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EMPLOYEES

14,

15,

16,

THIS COURT ORDERS that the Receiver shall not be liable for any non-

unionized employee-related liabilities, including, without limitation, wages,
severance pay, termination pay, vacation 'pay,' and pension or bénefit améu_nts,
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.

THIS COURT ORDERS that the Receiver shall not be liable for any unionized

148 —

employee-related liabilities, including, without limitation, 'wages,__seyerance pay,

termination pay, vacation pay, arjd pension or benefit émounts, other than in
accordance with the terms of the agreements appended as to the Supplementary
Affidavit of James Dysart (the “Labour Agreements”), which Mintz is hereby
authorized to execute in its capacity as Receiver ahd, if applicable, Trustée. In
Bankruptcy, and, .f.or greater certainty, Ieavé shall not be granted to any person,
pursuant to s. 215 of the BIA, to éo'mmehce proceedings against the Receiver or,

if applicable, the Trustee in Bankruptcy, in respect of matters forming the 5ubject _

matter of the Labour Agreements, other than in accordance with the terms

thereof.

THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canadian
Personal Information Protection and Electronic Documents Act, the Receiver
shall disclose personal information of identifiable individuals to prospective
purchasers or bidders for the Property 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 shail 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 to the
Receiver, or in the altermative destroy all such information. The purchaser of any
Property shall be entitled to continue fo use the personal information provided to

o/
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it, and related to the Property purchased, in a manner which is in all materlal
=r.espects identical to the prior use of such information by the Debtors and shaﬂ
" return all other personal information to the Receiver, or ensure that all other

personal information is destroyed.
LIMITATION ON ENVIRONMENTAL LIABILITIES

17. THIS COURT ORDERS that nothing‘herein contained shall require or obligate
the Receiver io occupy or to take control, care, charge, occupation, possession
or management of any of the Property which may be environmentally

. contaminated, or a pollutant or a contaminant, or -cause or contribute to a spill,
discharge, release or deposit of a substance conirary 10 any federal, pI‘OVInCIaI or
other legislation, statute, regulation or rule of law or equity respecting the
protection, conservation, enhancement, remediation or rehabilitation of the
environment or relating to the disposal of waste or ather contamination inciuding,
without limitation, the Canadian Environmental Protection Act, the Ontario
Environmental Protection Act, the Ontario Water Resources Act, or the Ontario
Occupational Health and Safely Act and regulations thereundar. (the .
"Environmental Legislation"), provided however that the Receiver shall promptly
advise the Ontaric Ministry of the Environment of any obvious or known

- environmental condition existing on-or-in any of the Property in accordance with

applicable Environmental Legislation.

RECEIVER'S ACCOUNTS

18. THIS COURT ORDERS that any expenditure or liabiiity which shalf properly be
made or incurred by the Receiver, including (subject to the approval of the Court)
the fees of the Receiver and the fees and disbursements of its legal counsel,
incurred at the normal rates and charges of the Receiver and its counsel (the
“Receiver's Operating Costs”), shall be allowed to it in passing its accounts and
shall form a first charge on the Property in priority o all secui'ity interests, trusts,
liens, charges and encumbrances, statutory or otherwise, in favour of‘ any



' i?erson, including, without limitation, the security interest of Peoples 'Frust

- Company (the "Receiver's Charge").

19. 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 Fl_'e,cei'ver
and its legal counsel are referred to a judge of the Commercial List of the Ontario

Superior Court of Justice.

20. 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, bﬁ't of the
monies in its hands, against its fees and disbursements, including legal fees and
disbursements, incurréd at the normal rates and charges of the Receiver 6r its |
counsel, and such amounts shall constitute advances against its remuneration

and disbursements when and as approved by this Court.

FUNDING OF THE RECEIVERSHIP

21. THIS COURT ORDERS that the Receiver be at liberty and it is hereby
empowered to borrow by way of a revoiving 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 éuthorize) at any time, at such rate or rates o_f
~ 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 Chérge") as security for the payment
of the monies borrowed, together with interest and charges thereon, in priority to
all security interests, trusis, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subordinate in priority to the Receiver's

Charge.

&
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oo 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.

23 THIS COURT ORDERS that the Receiver is at liberty and authorized to issue
certificates substantially in the form annexed as Appendix "C" hereto (the
"Receiver's Certificates") for any amount borrowed by it pursuant to this Order.

o4. 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 evidencing the same or any part thereof shalil rank on a

pari passu basis.

LIMITATION ON THE RECEIVER’S LIABILITY

25. THIS COURT ORDERS that the liability that the Receiver may incur as a resuit
of its appointment or as a result of the performance of its duties hereunder other
than the Receiver's Operating Costs or any liability arising as a result of its gross
negligence or wilful misconduct (the “Receiver's Liabliities”), shall be limited in
the aggregate to the Net Realizable Value of the Property. The Net Realizable
Value of the Property shall be the proceeds realized in cash from the disposition
-of the Property after the Fleceiver‘é Operating Costs, including monies borrowed

hereunder, have been paid.

26. THIS COURT ORDERS that the Receiver's Liabilities shall form a charge on the
Net Realizable Value of the Property (the “Receivers Liability Charge”)
subordinate to the Receiver's Charge and the Receiver's Borrowings Charge.

GENERAL

27. THIS COUHT 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.

o
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29.

30.

31.

"THIS COURT HEREBY REQUESTS the aid and recognltlonofanycourt |

tnbunal regulatory or administrative body having jurisdiction in Canada or |n the

'Unlted States or elsewhere o give effect to this Order and to assust the F{eceuver

and its agents in carrying out the terms of this Order. All courts tnbunals,
regulatory and administrative bodies are hereby respectfully requested 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 to assist
the Receiver and its agents in carrying out the terms of this Order. |

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.

THIS COURT ORDERS that the Applicant shall have its costs of this motion, up
to and including entry and service of this Order, as provided for by the terms of
the Plaintiff's security or if not so prowded by the Plaintiff's secunty then on a

substantial indemnity basis.

THIS COURT ORDERS that any interested party may apply to this Court, within

30 days of mailing to them of a copy of this Order, to vary or amend this Order on
* seven (7) days' notice to the Réceiver and to any other party likely to be affected

by the order sought or upon such other notice, if any, as this Court may order.

/ JOSEPH P VAN TASSEL

REGISTRAR

ENTERED AT/ INSGRIT A TORONTO
ON / BODK NO:
LE / DANS LE REGISTRE N

JAN 7 4 ZUUB

PEH;PAF()A/ O/
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TO:

AND TO:

AND TO:

AND TO:

f APPENDIX “A”
SERVICE LIST

PARAGON HEALTH CARE INC, -
3595 Keele Street

Toronto, Ontario

M3J 1M7

Attention: Gerald Harquail, President

1508669 ONTARIO LIMITED
103-111 Pelham Road

St. Catherines, Ontario

L25 188

Attention: Gerald Harquail, President

SACK GOLDBLATT MITCHELL
Suite 1130, Box 180

20 Dundas St. W.

Toronto, Ontario

M5G 2G8

Attention: Michael Kainer
Tel: (416) 977-6070
Fax: (416) 591-7333

Solicitors for Service Employees International Union, Local 1.0n,

153

Canadian Union of Public Employees and its Local 1263 and the Nursing -

Homes and Related Industries Pension Plan

MINISTRY OF FINANCE, Insoivency Unit
33 King Street West, 6" Fioor

Oshawa, Ontario

L1H 8H5

-16 -



AND TO: DEPARTMENT OF JUSTICE (CANADA)
Ontario Regional Office
The Exchange Tower, Box 36
130 King Street West, Suite 3400
Toronto, Ontario
MSX 1KB

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

AND TO: LANG MICHENER LLP
BCE Place, P.O. Box 747
Suite 2500, 181 Bay Street
Toronto, Ontario
MBJ 2T7

Attention: Les Wittlin
Tel: (416) 360-8600
Fax: (416) 365-1719

Soilicitors for Mintz & Partners Limited

AND TO: Ginette Harquail
c/o Paragon Health Care Inc.
3595 Keele Street
Toronto, Ontario
M3J 1M7

AND TO: MINISTRY OF HEALTH AND LONG TERM CARE
56 Wellsiey Street West, 9" Floor
Toronto, Ontario
M7A 2J9

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

AND TO: CAPPELLACCI DAROZALLP
462 Wellington Street West, Suite 50

Toronto, Ontario :
M5V 1E3 '

Attention: Ernest J. Cappellacci
Tel: 416-955-9500
Fax: 416-955-9503

Solicitors for Diversicare

_17-



APPENDIX “B”
LEGAL DESCRIPTIONS OF PROPERTY

Part Lot 17, Concession 3, W.Y.S., Township of York, des:gnated as Pan 1, Plan 64R-
9597, City of Toronto, Property Identifier Number 10181-0039(LT), mumcnpally known

as 3595 Keele Street, Toronto, Ontario.

Lots 814-819 and 857-861, TP Plan 94 Grantham, City of St. Catharines, Property
Identifier Number 46172-0268(LT) municipally known as 103-111 Pelham Road, St.
-Cafharines, Ontario and Lots 738-739, TP Plan 84, Grantham, City of St. Catharines,
Property Identifier Number 46172-0309(LT), municipally known as 34-36 Whitworth

Street, St. Catharines, Cntario.

-18-
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APPENDIX "C*"

RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT $

1. THIS IS TO CERTIFY that [RECEIVER'S NAME], the interim receiver and
receiver and manager {the "Receiver") of all of the assets, undertakings and properties
of [DEBTOR'S NAME] appointed by Order of the Ontario Superior Court of Justice (the
"Court") dated the ___ day of , 2006 (the *Order') made in an action (the
“ “Actlon") having Court file number 06-CL- , has received as such Fleéé.ii)ér from
the holder of this certificate (the "Lender") the principal sum of $___ - , being
part of the total principa! sum of § __ which the Receiver is authorized to

borrow under and pursuant 1o the Order.

2. The principal sum evidenced by this certificaie is payable on demand by ihe
‘Lender with interest thereon calculated and compounded [daily][monthiy not in advance
on the day of each month] after the date hereof at a notional rate per annum

equal to the rate of per cent above the primé 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 prierity 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,

expenses and liabilities.

4. All sums payable in respect of principal and interest under this ceriificate are

‘payable at the main office of the Lender at Toronto, Ontario.

S o



Untll all liability in respect of thls certlﬂcate has been termmated no certiflcates
creatmg charges ranking or purporting to rank in priority to this certlflcate shall be |ssued
: by the Flecelver to any person other than the holder of this ceriificate without the pnor
wrltten consent of the holder of this certificate.

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 , 2006.
[RECEIVER'S NAME], solely in its capacity as

- Receiver of the Property (as defined in the
7 Order), and not in its personal capacity

Per:

Name:

Title:

TOR_LAW\ 622039511
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-
Court File No. 06-CL-6233
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE )  WEDNESDAY, THE 2" DAY
MADAM JUSTICE ) OF JULY, 2008
A RAKATSANIS )
IN THE MATTER OF AN APPLICATION UNDER
- SECTION 47 (1) OF THE BANKRUPTCY AND INSOLVENCY ACT
SN R.S.C. 1985, C.B-3

AND IN THE MATTER of SECTION 101 of THE
COURTS of JUSTICE ACT, R.S.0. 1990, C.C-43

BETWEEN:
_ PEOPLES TRUST COMPANY
o Applicant

-and - '

PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED

Respondents

ORDER

THIS MOTION made by Miniz & Partners Limited, appointed as interim receiver
and receivér and manager (the “Receiver”) pursuant to section 101 of the Couris of
Justice Act, without security, of the property, assets and undertaking of Paragon Health
Care Inc. (“Paragon”), Paragon Health Care (Ontario) Inc. (“Paragon Ontario”) and
1508669 Ontario Limited (“1508669") pursuant to the terms of the Order of the
Honourable Mr. Justice Cumming dated January 23, 2006 and effective 9:00 a.m. on
January 24, 2006 (the “Initial Order”), was heard this day at 330 University Avenue,

Toronto, Ontario.

(Y



2003 and Leslie Wittiin, sworn.dune 24, 2008, filed, and upon hearing the SumeSSlons
of counsel for the Receivery’no other parties attending.

1. THIS COURT ORDERS that service of the Notice of Motion and the Mofion

Record herein is hereby abndged if necessary, and that this Motion is properly
returnable today and that service, inciuding the form, manner and time that such service
was aciually effected on all parties, is hereby validated, and where such service was not

effected such service is hereby dispensed with.

2. THIS COURT ORDERS that the Fourth Report be and the same is hereby

accepted and approved.

3. THIS COURT ORDERS that the conduct of the Receiver, its related entities and
agents to date, as detailed in the Fourth Report, be and the same is hereby approved.

4. THIS COURT ORDERS that the Statements of Receipts and Disbursements of
the Receiver as at June 23, 2008 in respect of Paragon, Paragon Ontario and 1508669
as set out in Appendices “G", “H” and ‘" to the Fourth Report, filed, be and the same

are hereby accepted and approved.

5. THIS COURT ORDERS that the fees of the Receiver relating to the réceivership
of Paragon and 1508669 for the period ending May 31, 2008 in the amount of
$1-95,424.45 in respect of Paragon and $65,573.14 in respect of 1508669, as set out in
the Affidavit of Hartley M. Bricks dated June 26, 2008, filed, be and the same are
hereby approved.

6. THIS COURT ORDERS that the fees and disbursements of Gowling Lafleur
Henderson LLP, counsel to the Receiver, in the amount of $87,386.47 in respect of
Paragon and $48,895.78 in respect of 1508669, as set out in the Affidavit of Harry

o/

M

it
¥



-3-

Vanderlugt dated June 27, 2008, filed, be and the same are hereby. approvedfor tﬁé
period January 1, 2007 to May 22, 2008 .

7. THIS COURT ORDERS that the fees and disbursements of Lang Michener LLP,
independent counsel fo the Receiver, in the amount of $6,880.15, as set out in the
Affidavit of Leslie Wittlin dated June 24, 2008, filed, be and the same are hereby
approved for the periods from Mafch 26, 2007 to April 4, 2007 and from August 10,
2007 to August 21, 2007. |

8 THIS COURT ORDERS that the Receiver is authorized and hereby dir_egt_g_q _t_o____

distri.bute to Peoples Trust Company as partial payment on account of its secured
claims against 1508668, the total sum of $800,000 at this time.

9, THIS COURT ORDERS that the Initial Order be amended by deleting all
references to “Mintz & Partners Limited” occurring throughout the Initial Order and
substituting “Deloitte & Touche Inc.”

TOR_LAW\ 69002 15\

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

JUL 02 2008

PER/PAR: \JQ
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SCHEDULE 2
CONTRACTS [SECTION 1.1]

Attached

TOR_LAWA 75751076
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SCHEDULE 3
LICENCES [SECTION 1.1}

See aftached.

TOR_LAWA 75751076 . Q/



.{\y'} H Ministry of Health Long-Term Care Home V-Licence
: F— Ontarlo and Long-Term Gare Long-Term Care Homes Act, 2007
Ministére de la Santé Permis autorisant un foyer

et des Soins de longue durée

de soins de longue duirée
Loi de 2007 sur les foyers de soins de longue durée

168

sued under section 99 of the Long-Term Care Homes Act, 2007.

This licence is is
Le présent permis est délivré aux termes de l'article 99 de la Loi de 2007 sur les foyers de soins de longue

durde.

1508669 Ontario Limited

{Name of Licensee / Nom du fitulaire du permis)

Long-Term Care Home;
Foyer de soins de longue durée :

" West Park Health Cenire

{Name of Home / Nom du foyer)

103 Pelham Road, St Catharines, Onfario

(Address of Home / Adresse du foyer}

Long-Term Care Home Licencé Number,

Numéro du permis ; 1500-L.01
Effective Date: :

Date d'entrée en vigueur du permis : 2010-07-01
Expiry Date:

Date d'expiration du permis : 2025-06-30

The number of beds atiowed under this licence is:
Nombre de lits autorisé en vertu du permis : 101

This licence is subject to the condition(s) in Appendix A.
Le présent permis est assorti des conditions énoncees & l'annexg A.

. (Director under the Long-Term Care Homes Act, 2007 ¢
Directeur en veriu de ta Lo} de 2007 sur jes foyers de soins de longue durée)

4759-69 (2010/06) @ Queen's Printer for Ontario, 2090 / imprimeur de Ia Reine pour I'Cniarlo, 2010 Page 1of/de 2
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Long-Term Care Home Licence

zf' Ontarlo ana Lo Tarm Garo Lang-Term Gare Homes Act, 2007
Minlstére de Ia Santé Permis autorisant un "f_oyer

ot des Soins ds longue durée

de soins de longue durée
Loi de 2007 sur les foyers de soins de longue durée

Appendix A
Annexe A
Long-Term Care Home Licence Number; '
Nurrg;éro du permis du fover de soins de longue durée : 1500-L01

The licence noted above is subject to the following condition(s):
' Le permis mentionné ci-dessus est soumis aux conditions suivantes :

1.

4759-6¢ (2010/06) Page 2 of /de 2
- !
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SCH'EDULE 4
OWNED REAL PROPERTY [SECTION 1.1]

_Legal Descrlntlon
.Lots 814 315 816, 817, 818, & 819, Township Plan 94 and Lots 857, 858 859 860 & 861

Townshlp Plan 94, St. Catharines, Property Identifier Number 46172-0268(LT); Lots 738 and
739, Townshlp Plan 94, St. Catharines, Property Identifier Number 46172-0309(LT)

Clty of St Catharines (formerly Townshlp of Grantham), Reglonal Mumclpahty of Niagara

Mumclpal Address

1_03-_1 11 Pelham Road, St, Catharines, Ontario &
34-36 Witworth Street, St. Catharines, Ontario

Permitted Encumbrances

1.
2.

Agreéments re Site Plan registered as Instrument Numbers RO200232 and R0O321002.

Site Plan Agreement registered as Instrument Number RO416442 as amended by
Agreements registered as Instrument Numbers R0O424442, RO460394 and RO502090. -

By-law registered as Instrument Number RO457591.

Zoning Regulations notice of which registered as Instrument Number RO493091,
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" SCHEDULE 5
LEASES RENT ROLL [SECTION 1.1}

See attached
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4
HCH
RUN: 0@ ¥eb 2011 15:51152 1508665 ONTARIC LIMITED O/A WEST PARK HEALTH CENTRE ) " PAGE : 1
ACGTING DATE ': . _3:1'01 2011 ACCOUNTS RECEIVABLE SYSTEM - 'mngvgoum
S ACCOUNTS RECETVABLE REVENUE JOURNAL FOR MONTH OF JAN 2011
FACILITY i WEST PARK HEALTH CENTRE
. : B I - a— S— = i
) L COPRY FROV BEDH/SHORTS - 5ERVICES .
RESIDENT m' A0 NAME SUBSIDY DAYS PLAN CO-PAY SEME PRIVATE EX SEMI ETC/INT TOTAL
N i mam T == ==moegceaw E summaes monE==e= faa s=R=Rm=an=
353005“'3‘_ 300,83 31 3071,17 1318,.25 .00 00 .00 15.00 4708, 25
3530'06141}:ﬁ 115,92 a1 3071,17 1503,16 .00 00 .00 E6.00 4748, 25
153007010 # 133,66 31 3071.17 14B5,43 .00 ) .oo .00 .00 4650,25
153008025- " .00 31 3g7L, 17 1619, 08 243,33 00 .00 40,00 4973,58
153008014 — .00 a1 3071.17 °  1619.04 243,33 . .00 .00 25 ,.00 4958, 58
353010014 —— 00, 31 3071.17 1618,08 243,33 00 .00 o0 4933.58
353006006 286.50 a1 3071.17 1332.58 .00 .00 © .00 75.00 4765.25
153010035 “ , oo a1 3071,1Y 1519.08 .00 .o .00 40,00 4730,25
353010030# 565,75 31 3071.17 1053.33 .00 .00 .00 .00 4690.25
453010032 _ ,00 31 3071,17 1615.08 ,00 .00 .00 39,51 4729,76 g
53010011 _ 2218 ,05 31 Jo7L,17 | 598.87- .00 .00 .00 ‘136.94 4827.19 . u g
153006014 " Rl 0 . 0o . .00 - 00 -oc 00 24,47 . __ 24,47
153010007 GRS 44,20 11 3071.17 1574.88 .00 .00 .00 .00 4690, 25
353097055_* .00 31 3971, 17 1615, 08 243.33 .00 .00 25.00 4958.58
353008037 A— : .00 31 2071,17 16189, 08 243.33 .00 .00 .00 4933,58 ‘
352010025 “w .00 11 1212.61 . 681,99 .00 .00 .00 25.00 2029.60 !
153006105 QU 168.75 31  3071.17 1450.33 .00 oo .00 25,00 4715.25 . _
353006142 — .00 31 3071.17 1610,08 . .00 .00 .00 40.00 4734.25 .
353010030 QSIS 423,66 31 3071.17  1175.42 .00 C oo .op 15,00 4705,25 '
353010028 m 369,76 16 1615.52 481,92 .00 ,00 .00 .0p 2467.20 i
353010036 @Y . 301.16 a1 3071.37 1317.92 .00 .00 oo .00 4690.25
353007007 -_ .00 31 3071.17 1619.08 .00 - . 547,50 .00 100,00 5337.75
253007051 e .o 31 3071.17 1619.08 .00 .00 .08 40,00 4730.35
353011003 _— .00 12 1211.64 638.76 .00 .00 .00 .00 1850.40
353010018 _— .00 a1 3071.17 1619,08 ,00 547.50 .00 15.00 5252,76
353009005 EEEREREN .00 31 3071.17 1619.08 .00 547.50 . .00 25.00 5262,75
353007023 _ 15.16 11 3p71.17 1603.92 00 .00 .00 .00 46990, 25
353011001" NI, 56,68 26 2625,22  1327.30 ,0p 00 - .00 .00 4009.20
3153010017 ﬂ ’ .00 a1 3071.17 1619.08 ,0p .00 .00 15,400 4705, 25
153006019 _ .0 31 3071,17 1619.08 243,33 .00 .00 25.00 495p,58
353010011 AR 293,94 18 1817.46 564,20 00 ’ .00 L00 - 25,00 2B00, 60
3531010009 QM - 454.41 31 3071.17 1164.67 00 .00 .00 .00 4690, 25
353007042 Ry ' .00 a1 3071.17 1619,08 .00 547,50 : ,00 ,00 §237,75
353009016 O L0 3 3071.,17 1619, 08 243,33 .00 .00 , 00 4913.58
353007047 Quam—_——_ 304,66 1 3071.17 1314,42 .00 .00 .00 50.00 4740.25
3530100472 ESEWENN 127.16 31 3071,17 1491,92 .00 .00 .00 15,00 4705,25
153010023 QG- 479,33 31 3071.17 1139,75 .op .00 .00 25,00 4715.25
353010015 Hymunal 418,26 31 3071,17 1200.82 .o¢ .ao , 00 .90 1690, 25
3153010026 QEEACEUSRGNY R .00 21 3071.17 1619,08 243,33 .00 .00 41,00 4974.58
353010022 AEueeENEy 114,66 . 31 3071.17 150442 .00 .00 .00 .00 4690,25
353006012 el 452,16 31 3071,17 - 1166,92 .00 .00 .00 15.00 4705.25
353000010 NEGTERg 126,00 a1 3071.17 1493.08 .0 .00 L, 00 .00 4690,25
353006137 Nemem—. 204,58 a1 307117  1414.50 ' 00 .00 ,00 15.00 470525
353010039 Iyl 565.75 31 3071.17 1053.33 .00 .00 .00 25.00 4715.25
457007029 . 227,33 31 307117 1391,75 .00 .00 .00 .00 . 4690.25
353006001 WS 703,08 31 31071.17 916.00 .00 .00 .00 25. 00 4715.325
353007028 Wi ,00 31 307L.27 1619.08 0t 547,50 .00 10,00 5277.75
353008002 NPT ,00 31 307117 1619.08 243,13 .00 .00 15,00 4948,58 -
353010000 K .00 24 2423.28 1277.52 .0 432,00 .00 24,27- 4108,53
Z
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1508669 ONTARIOC LIMITED O/A WEST PARK HERLTH CENTRE BAGE : .2
ARCCOUNTS RECEIVABLE SYSTEM ARNREVJOURN
ACCOUNTS RECEIVABLE REVENUE JOURMAL FOR MONTH OF JAN 2011

15=51:51
31.01'2011

RUN: 0B Feb 2011
ACCT'NG DATE

WEST ERRK HEALTH CENTRE

FACILETY :
PErEnep=mnrsacorsasna®=ET mEsEss = === m=s =mEa m=re :
e COPAY BROV BEDH/SHORTS SERVICES

REEIDENT ID AND NAME 5UBSIDY DAYS PLAN CO-PAY SEMI PRIVATE EX SEMI ETC/INT TOTAL
==-h==_=_==_,a;;=======‘=========""F========EB = AmEEEsss ==sw S==EEmaEN=s SESu=s mcoa gk
3153005031 p—-——— .00 31 3071.17 1619,08 .00 .00 .00 15.00 4705.325
35301‘1041___* .00 31 307,17 - 1618.08 .00 .00 .00 .00 4590,25

35301000 e 208,13 31 3071.17 1409, 85 00 .00 .00 00 4690, 25
153011002 NEEIEANEY 409.20 22 222134 761.86 .00 .00 .00 .00 1392.40

352008017 S 458 .41 a1 3071.17 1160,67 ,00 .00 .00 .00 4650, 25

153009020 UMW 565,75 31 3071.17 1053,33 N1 00 .00 .00 4690.25

353005018 -_. .00 31 3072.17 1619, 08 ,00 ,00 .00 25,00 4715.35

153007043 EaRSMIEEE 703,08 31 3071,17 916,00 00 .00 .60 .00 4690.25

353010002 pme—m—— 475.41 3L 071,17 1143,67 .60 .00 .00 25,00 4715. 25

3530XXMOH “ ,00 0 , a0 .00 .00 .o 00 10914, 00 10914.00

353008035 m 145,41 31 071,17 1473,67 .00 - .00 .00 .00 4690, 28

35300703-5 — 316.25 31 307L.17 . 1302.83 .00 .00 .00 15,00 4705, 25 I
353006061 QEEESEREREN 441,00 31 3pYL.17 1178, 08 .00 ) W06 .. U B&.0D . 4776.25

353010033‘ — . 411,66 31 3071.17 1207.42 .00 00 .00 25.00 4718, 2%

3153009012 “ 565.756 31 3071,17 1053,33 Nl .00 .00 57.03 4747.28

ICIN0G063 m 4B9,41 i 3071,17 1129.67 . .00 .00 .00 D0 . 4680, 25

352010020 RSwsnE " 496.66 31 3071,17 1122,42 ,00 .00 .00 15,00 " 4q705.25

353006104 GREMMMENNY .00 31 3071,17 1612,08 .00 547.50 .00 15,00 525275

353020010 NI 89.49 31 3071,17 1529.59 .00 .08 , 00 25,00 4715,25

353002007 — 565,75 31 1071,17 1053,33 0o .00 .00 . 50,00 4740,25 H
353006069 EARMNEES 565.75 31 071,17 1053,33 .00 .ap , 00 ) o0 4690.25 -
353009006 guEEES 216,91 a1 3071.17 1402.17 .00 .00 .00 15.00 4705.25

353006114 A 137,84 1z 1918,43 872,43 : o0 .00 .00 | 50.00 2479, BD

353010040 AESTE—— 403.41 31 307L.17 1215.67 .00 0 .00 . 66,00 4756,25 E
352007009 @ik ,00 31 3071.17 1619,08 .00 .00 .00 .00 1650,25 -
3153006073 gD ' .00 31 3071.17 1618, 08 .00 547,50 .00 $00 5237.75 ;
353007037 (EEEES—] .00 1p 1009,7¢ 532,30 .00 .00 .00 .00 154200~ |
353011004 G .00 6 605.82 318,38 .00 108,00 .00 .00 1023.20 :
3153008020 Em————k 296.47 31 3071,17 1322.61 0 ,00 .oo 14690,33- 10000.08-

353005075 NG .00 31 1071.37 1619.08 .00 547,50 .00 .00 5237,75

353006051 SN ) .00 ] .00 .00 .00 .00 .00 26.54 26.54

353006082 ” 484 .08 a1l 3071,17 . 1125.040 .00 .00 .00 40,00 4730,25

353008035 WAMEENEN .00 31 3071.17 1619.08 .60 .00 .00 15.00 4705,25

353009014 WUEME—- 26,00 11 3071,17 1593, 08 L0 00 .00 .00 4690,25

353010034 gpammegly 279.91 31 3071,17 1332.17. - .00 .00 .00 .0¢ 4690,25

153006085 G 496.66 31 3071.17 1122,42 .00 00 .00 15.00 4705.25

353008019 WA 454,25 at 071,17 1164,83 .00 ,00 .ao 25.00 4715.25

353009010 WAEENERY .00 16 1615,52 851,68 .00 .0 .og .00 2467.20

153006080 QMR a0 31 3071.17 1619.08 .00 .00 .00 40,00 4730.25

3153007027 “ 565,75 31 ag7L,17 1053,33 .00 .00 .00 40,00 4730,25

353008009 Amv— ,00 31 3071.17 1619.08 .00 .09 .00 25.00 4715.25

3153006085 el 420,49 31 3071,17 1198,59 .00 .00 .04 .00 4690, 25

353008041 oMM 226,16 1 2071,17 1392.92 ,00 00 ,00 .00 4690,25

353003019 MEE——. 367.58 31 071,17 1251.50 .00 .00 ,00 .00 4690.25

353006110 NI 252.25 31 3071.17 1366.83 .08 .00 .00 75.00 4765,25

153008010 Ve L0019 1918,43 011,37 152,00 .00 .00 15.00 3096.80

353008042yl 496,66 31 3071.17 1122,42 .0a 0D ,00 25.00 4715.25

*% SUB TOTAL 21534.02 2712  269059.7¢  120310,69 2341.97 48920,00 .00 1882,11- 416284,31 -
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RUN: op FPeb 2031 16:51¢51 1508669 ONTARIO LIMITED O/A WEST PARK HEALTH CENTHE BAGE | 3
ACCTING DATE 1 31.01.2012 ACCOUNTS RECEIVABLE SYSTEM ARNREVIOURN
ACCOUNTS RECEIVABLE REVENUE JOURNAL FOR WMONTH OF JAN 2011
COPAY FPROV BEDH/SHOR'TS SERVICES
RESIDENT ID AND NAME SUBSIDY DAYS PLAN CO-PRY SEMI PRIVATE EX SEMI ETC/INT POTAL
e bEanoEaELpaaRespmaEEET T S DRSS EERA EoRE== Lo =& EFEEOMRAOSESSSENETES EuEs o meEEEEnE B,
SUMMARY :-
\EEEm=e=
NUMBER OF PEOPLE REGIDENT DAYE
PRIVATE FULL MONTH 8 248
PRIVATE PARTIAL MONTH 2 e
SEMI PRIVATE FULL MONTH 9 278
SEMI PRIVATE PARTIAL MONTH L 19
WARD FULL MONTH 64 1,984
WARD PARTIAL MONTH L} 152
[Sy—

TOTAL 2,712
RESIDENTS ADMITTED OR DIBCHARGED DURING THE MONTH ;- _
RESID 1D LAST NAME FIRST NAME ADMIT DATE DISCH DATE
3153010025 o [ 21.08.2010 13,01, 2011
3531p10028 — [ ] 20.09,2010 16.01,2011
353011003 I [ ] 20,01.2011
353011001 7 ) P 06,01.2011
3I53p1lo0il S [ ] 0B, 06,2010 18.0%1,20131
353010008 Samee— [ 26.04.2010 24.01.2011
353011002 [ ol 10.01,2011
353006114 — L 25,05.2006 18.01,2011
353007037 A - 27.09,2007 10.01.2011
353011004 nem— R 26.01,2011
353009010 —— PEEEEE 22,05,2009 16,01,2011
353008018 L] A 26.05.2008 19,01,2011




51151 2508669 ONTARIO LIMITED O/A WEST PARK HEALTH CENTRE PAGE 1 4
ACCOUNTS RECEIVABLE SYSTEM ARNREVJOURN
ACCOUNTS RECEIVAHLE REVENUE JOURNAL FOR MONTH OF JAN 2011 5

AUN: 08 ‘Feb 2011 15:
ACCT'NG BATE : 31,034,291

Ee==Ee F=sas== mEEnm AP ==as

—o=oas=EoE=e=E== =m

========‘===H====BH====‘_
COPRY ) BROV BEDH/SHORTS SERVICES
RESTDENT ID AND HAME SUBSIDY DAYS PLAN CO-PAY SEMI PRIVATE EX SEMT ETC/INT TOTAL
-hhnau-ﬂp:==n==’=-=!==$’======= _____ EEEsE=Ess AapEs=es sSsaas MEESSETEESSEE as= =Eche == ====pe=c
21534, 02 269058, 74 2341,97 .00 41628431

##% GRAND TOTAL

k% BEND OF REPORT wék
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EXHIBIT A

FORM OF APPROVAL AND VESTING ORDER
[SECTION 4.3]

Approval and Vesting Order on Standard Terms
| Court File No. 06-CL-6233

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
' THE HONOURABLE @ | @, THE ® DAY
JUSTICE ® | OF ®,200
BETWEEN:
PEOPLES TRUST COMPANY
Applicant
_ and —

PARAGON HEALTH CARE INC. AND 1508669 ONTARIO LIMITED

Respondents

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 1508669 Ontario Limited (the “Debtor”) for an order approving
the sale transaction (the “Transaction”) contemplated by an agreement of purchase and sale (the
“Sale Agreement”) between the Receiver and ® (the “Purchaser”) made as of ®,20@® and

appended to the Report of the Receiver dated ® 20® (the “Report™), and vesting in the

TOR_LAWA 7575107\ /
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Purchaser the Debtor’s right, titie and interest in and to the assets described in the Sale

Agreement (the “Purchased Assets”), was heard this day at 330 University Avenue, Toronto,
Ontario.
ON READING the Report and on hearing the submissions of counse] for the Receiver,

@ <Jpsert names of other parties appearing.> , N0 one appearing for any other persoh on the

service list, although properly served as appears from the affidavit of ®<Insert name.> sworn

® 20® filed:

1. THIS COURT ORDERS AND DECLARES that the Transaction isheréby approved, and

that the Sale Agreement is commercially reasonable and in the best interests of the Debtor and its

stakeholders. The execution of the Sale Agreement by the Receiver is hereby authorlzed 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.

2 THIS COURT ORDERS AND DECLARES that upon the delivery of a Recetver’s -

certificate to the Purchaser substantially in the form attached as Schedule A hereto (the
“Receiver’s Certificate”), all of the Debtor’s right, title and interest in and to the Purchased
Assets described in the Sale Apreement shall vest absolutely in the Purchaser, free and clear of
and from any and al} security interests (whether contractual, statutory, or otherwise), hypothecs,
mortgages, trusts or deemed trusts (whether contractual, statutory, or 6therwise’), liens,
executions, levies, charges, or other financial or monetary claims, whether or not they have
attached or been perfected, registered or filed and whether secured, unsecured or ofherwise
(collectively, the “Claims”) including, without limiting the generality of the foregoing: (i) any
encumbrances or charges created by the Order of the Honourable Justice Cumming dated
January 23, 2006; (ii) all charges, security ihterests or claims evidenced by registrations pursuant
to the Personal Property Security Act (Ontario) or any other personal property registry system,
and (iii) those Claims listed on Schedule C hereto (all of which are collectively referred to as the
“Encumbrances”, which term shall not include the permitted encumbrances, easements and

restrictive covenants listed on Schedule D) and, for greater certainty, this Court orders that all of

TOR_LAWA 75751076 . : a/



the Encumbrances affecting or relating to the Purchased Assets are hereby expunged and

discharged as against the Purchased Assets.

3. THIS COURT ORDERS that upon 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
Regiﬁtration 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

title to the Real Property all of the Claims listed in Schedule C hereto.

4. THIS COURT ORDERS that for the purposes of determining the nature and priority of

 Claims, the net proceeds from the sale of the Purchased Assets 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 from the sale of the Purchased Assets
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 confrol of

the person having that possession or control immediately prior to the sale.

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

6. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Persoral
- Information Protection and FElectronic Documents Act, the Receiver is authorized and permitted
to disclose and transfer to the Purchaser all human resources and payroll information in the
Debtor’s records pertaining to the Debtor’s past and current employees, including personal
information of the Assumed Employees, as defined in the Sale Agreement. The Purchaser shall
maintain and protect the privacy 6f such information and shall be entitled to use the personal
information provided to it in 2 manner-which is in all material respects identical to the prior use

of such information by the Debtor.
7. THIS COURT ORDERS that, notwithstanding;

(a) the pendency of these proceedings;

TOR_LAWA 7575107\6 9/




(b)  any applications for a bankruptcy order now or hereafter issued pursuant to the
Bankruptcy and Insolvency Act (Canada) in respect of the Debtor and any

bankruptcy order issued pursuant to any such applications; and
(c) any assignment in bankruptcy made in respect of the Debtor;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be
binding on any trustee in bankruptcy that may be appointed in respect of the Debtor and
shall not be void or voidable by creditors of the Debtor, nor shall it constitute nor be
deemed to be a settlement, fraudulent preference, assignment, fraudulent conveyance or
other reviewable transaction under the Bankruptcy and Insolvency Act (Canada) or any
“other applicable federal or provincial legislation, nor shall it constitufe dpj)fés'é,i'\ié" or

unfairly prejudicial conduct pursuant to any applicable federal or provincial legislation.

8. THIS COURT ORDERS AND DECLARES that the Transaction is exempt from the
application of the Bulk Sales Act (Ontario).

9. THIS COURT HEREBY REQUESTS the aid and recognition of any couwrt, 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
requested to make such orders and to provide such_ﬁssistance to the Receiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.

TOR_LAWA 75751076
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SCHEDULE A
FORM OF RECEIVER’S CERTIFICATE

Court File No. @
ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

BETWEEN:
Plaintiff

Defendant

RECEIVER’S CERTIFICATE
RECITALS .

A. Pursuant to an Order of the Honourable Justice Cumming of the Ontario Superior Court
of Justice (the “Court”) dated January 23, 2006, Mintz & Partners Limited, now Deloitte &
Touche Inc., was appointed as the interim receiver and receiver and manager (the “Receiver”) of
the current and future assets, undertakings and properties of 1508669 Ontario Limited (the
“Debtor™)

B. Pursuant to an Order of the Court dated @, the Court approved the agreement of
purchase and sale made as of ®<Insert date of Agreement.> (the “Sale Agreement”) between
the Receiver and ® (the “Purchaser”) and provided for the vesting in the Purchaser of the
Debtor’s right, title and interest in and to the Purchased Assets, which vesting is to be effective
with respect to the Purchased Assets upon the delivery by the Receiver to the Purchaser of a
certificate confirming (i) the payment by the Purchaser of the Purchase Price for the Purchased

© Assets; (ii) that the conditions to Closing as set out in section 4 of the Sale Agreement have been

TOR_LAW\A 75751076 } 9/
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satisfied of waived by the Receiver and the Purchaser; and (iii) the Transaction has been

- completed to the satisfaction of the Receiver.

C. Unless otherwise indicated herein, terms with initial capitals have the meanings set out in

the Sale Agreement.

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 Sale Agreement;

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

3. The Transaction has been completed fo 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 appoinied interim receiver and receiver and -

- manager of the current and future assets, undertakings
and properties of 1508669 Ontario Limited and not in its

personal capacity

Per:

Name:
Title:

TOR_LAWA 75751076



SCHEDULE B

SUBJECT REAL PROPERTY

103111 Pelbam Road, St. Catharines, Ontario &
34-36 Witworth Street, St. Catharines, Ontario

Lots 814, 815, 816, 817, 818, & 819, Township Plan 94 and Lots 857, 858, 859, 860 & 861,
Township Plan 94, St. Catharines, Property Identifier Number 46172-0268(LT); Lots 738 and
739, Township Plan 94, St. Catharines, Property Identifier Number 46172-0309(LT)

Cify of St. Catharines (formerly Township of Grantham), Regional Municipality of Niagara

TOR_LAW\ 75751076
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SCHEDULE C
CLAIMS TO BE DELETED AND EXPUNGED FROM TITLE TO REAL PROPERTY

1508669 Ontario Limited under trapsfer 759592 Ontario Inc. instrument number
RO699418 and application for change of name of owner instrument number NR20355.

S, West Park Holdings Ltd. under Judgment for Foreclosure registered as Instrument
' Number NR230588.

3. Peoples Trust Company under

(i) charge instrument number RO699419 as assigned by transfer of charge
" instrument number RO768790 and amended by agreement instrument

number RO768792;
(i)  general assignment of rents instrument number RO699420 as assigned by
instrument number RO768791.
4, HMQ-Minister of National Revenue, Canada Customs and Revenue Agency, Toronto

North Tax Services office, 5001 Yonge Street, North York, ON M2N 6R9 under
execution number 05-0000237 for $67,775.07. _ -

5. Mintz & Partners Limited in its capacity as interim receiver and receiver and manager of
1508669 Ontario Limited under Instrument Number NR92230.

TOR_LAW\ 75751076
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SCHEDULE D

PERMITTED ENCUMBRANCES, EASEMENTS AND RESTRICTIVE COVENANTS
RELATED TO THE REAL PROPERTY

(unaffected by the Vesting Order)

1. Agreements re Site Plan registered as Instrument Numbers R0O200232 and RO321002.

2. Site Plan Agrecment registered as Instrument Number R0O416442 as amended by
- Agreements registered as Instrument Numbers R0O424442, RO460394 and RO502090. -

3. By-law registered as Instrument Number RO457591.

4. Zoning Regulations notice of which registered as Instrument Number R0493091.
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EXHIBIT B

FORM OF BILL OF SALE AND ASSIGNMENT
[SECTION 5.2]

BILL OF SALE AND ASSIGNMENT
THIS AGREEMENT dated as of ®, 2011

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 1508669 Ontario Limited and not in its

. personal capacity , :
(the “Receiver”)
-and -
® 2 corporation existing under the laws of [PROVINCE]
(the “Purchaser”)

CONTEXT:

A. By an order of the Honourable Justice Cumming of the Ontario Superior Court of Justice
(Commercial List) dated January 23, 2006 (the “Appointment Order”) Mintz & Partners
Limited was appointed interim receiver and receiver and manager of the current and future

assets, undertakings and properties of 1508669 Ontario Limited (the “Debtor™) effective 9:00 am

on January 24, 2006 pursuant to Section 47 of the Bankruptcy and Insolvency Act (Canada) and
Section 101 of the Courts of Justice Act (Ontario). By Order of the Court dated July 2, 2008, the
name of the Receiver was changed to Deloitte & Touche Inc.

B. The Purchaser and the Receiver have entered into an Agreement of Purchase and Sale
made as of ®, 2011 (the “Agreement”), pursuant to which the Receiver has agreed to sell the
Assets and assign the Assumed Contracts to the Purchaser and the Purchaser has agreed to
purchase the rights, benefits and intérests of the Debtor, if any, in and to the Assets and the
Assumed Contracts and to assume the Assumed Obligations.

C. Capitalized terms used hercin not otherwise defined herein will have the meanings set out

in the Agreement.

v
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FOR VALUE RECEIVED, the parties agree as follows:

1.

WARRANTY
(a) Warranty

The Purchaser and the Receiver warrant each to the other that recital B of this Indenture
is true in substance and in fact.

SALE OF ASSETS

(a)  Sale of Assets

The Receiver, exercising the powers granted pursuant to the Appointment Order and the
Approval and Vesting Order, hereby sells, transfers, conveys, assigns and sets over to the

~ Purchaser, pursuant to the terms of the Agreement, all of the rights, benefits and interests
of the Debtor, if any, in and to the Assets as described in the Agreement. :

(b) Release

The Receiver hereby remises, releases and forever discharges to the Purchaser all of its
interests, claims and demands whatsoever to and under the Assets.

MISCELLANEOQUS

(a) Benefit of Agreement

This Indenture and all of its provisions will enure to the benefit of and be binding upon
the parties and their respective successors and permitted assigns.

(b)  Governing Law

This Indenture will be governed by and construed in accordance with the laws of the
Province of Ontario and the laws of Canada applicable therein.

(c) Counterparts

This Indenture may be executed in any number of counterparts, each of which will be
deemed to be an original and all of which will constitute one and the same agreement.
Transmission by facsimile of an executed counterpatt of this Agreement will be deemed

{0 constitute due and sufficient delivery of such counterpart.

y
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The parties have executed this Indenture.

TOR_LAWA 75751076

its capaclty as
receiver and receiver an
current and future assets
propertles of 1508669 Ontatio Lu'mted and
not in its personal capacity -

Per
Name:

 Title:

Per
Name:
Title:







AMENDING AGREEMENT NO. 1
THIS AMENDING AGREEMENT is dated as of May 24, 2011

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 1508669 Ontario
Limited and not in its personal capacity

(the “Vendor™)

-and -
SAC 4 INC., a corporation existing under the laws of Ontario
(the “Purchaser’)

CONTEXT:

A The parties have made an Agreement of Purchase and Sale of the Assets dated
April 1,2011 (“Purchase Agreement”).

B. The parties wish to amend the terms of the Purchase Agreement which are
referred to below.

-C. 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 1.1 Definitions is amended by deleting

““Due Diligence Period” means the period‘ commencing on the
Acceptance Date to and including the date which is seventy five (75) days
immediately thereafier.”

and substituting therefor

““Due Diligence Period” means the period commencing on the
Acceptance Date to and including July 15, 2011.”

2. Section 4.3 Mutual Conditions is amended by:

(a) deleting in subsection (a) “30 days” and substitu‘ting therefor “45 days”
and,

(b)  deleting in subsection (c) “November 30, 2011” and substituting therefor
“December 31, 20117,

TOR_LAW\ 766597113
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- 2.
3. - Section 4.4 Transfer of Licenses is amended by deleting “45 days” inthe second
paragraph and substituting therefore “60 days”.

4, ‘Except as specifically amended herein, the Purchase Agreement continues in full
force and effect.

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

Agreement.

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 1508669
Ontario Limited and not in its personal capacity

5
Per

Name: £Ar e CoGeyt

Title: Seroc-t Viee fucs (D AT
SAC 4 INC.
Per

Name:

Title:
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AMENDING AGREEMENT NO. 2
THIS AMENDING AGREEMENT is dated as of July 15,2011

BETWEEN:

DELOITTE & TOUCHE INC., solely 1n its capacity as court-
appointed interim receiver and receiver and manager of the current
and firture assets; undertakings and properties of 1508669 Ontario
Limited and not in its personal capacity

(the “Vendor™) ]

-and - ’
SAC 4 INC., a corporation existing under the laws of Oﬁtaﬁo
(the “Purchaser”)

. CONTEXT:

A. The paﬁies have made an Agreement of Purchase and Sale of the Assets dated
April 1, 2011 as amended by an agreement dated May 24, 2011 (“Purchase

Agreement”).

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

C. 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 1.1 Definitions is amended by deleting

“Due Diligence Period” means the period commencing on the
Acceptance Date to and including July 15, 2011.”

and substituting therefor

“Due Diligence Period” means the period commencing on the
Acceptance Date to and including August 12, 2011.”

2. Except as specifically amended herein, the Purchase Agreement continues in full
force and effect. '

3 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.

TOR_LAWA 7665971\
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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.

DELOITTE & TOUCHE INC., solely in its
capacity as court-appointed interim Teceiver and
recetver and manager of the current and future
assets, undertakings and properties of 1508669

Ontaﬁwot in its personal capacity
Per

Name: Dﬁid(kc dttiL

Title:  Seroesh Ve Precsen e arm

SAC 4 INC.

Per
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AMENDING AGREEMENT NO. 3
THIS AMENDING AGREEMENT is dated as of August 12, 2011

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 1508669 Ontario
Limited and not in its personal capacity

(the “Vendor™)
- and -
SAC 4 INC., a corporation existing under the laws of Ontario

(the “Purehaser™)

 CONTEXT:

A. The parties have made an Agreement of Purchase and Sale of the Assets dated
April 1, 2011 as amended by an agreement dated May 24, 2011 and by agreement dated
July 15,2011 (*Puarchase Agreement™).

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

C. 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 acknowliedged, the parties agree as follows:

1. Section 1.1 Definitions is amended by deleting

““Due Diligence Period” means the period commencing on the
Acceptance Date to and including August 12, 2011.”

and substituting therefor

““Due Diligence Period” means the period commencing on the
Acceptance Date to and including August 19, 2011.”

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

o/
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Each of the parties has executed and dehvered this Agreement, as of the date noted at the
begmmng of the Agreement.

DELOITTE & TOUCHE INC., solely in its
capacity as court-appointed infterim receiver and
receiver and manager of the current and future
assets, undertakmgs and. propertles of 1508669

" Ontario Limitéd and not in 1ts personal capacity

Per _
. Name:; g e
Title: S
SAC 4 INC.

Name: ”%
- Title: - 1ce- emdent
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AMENDING AGREEMENT NO. 4
THIS AMENDING AGREEMENT is dated as of August 19, 2011
BETWEEN:
| DELOITTE & TOUCHE INC., solely in its capacity as court-
appointed intetim receiver and receiver and manager of the current

and future assets, undertakings and pr(_)&)erties of 1508669 Ontario
Limited and not in its personal capacity

(the “Vendor™)
-and -
SAC 4 INC., a corporation existing under the laws of Ontario

(the “Purchaser”)

A. The pérties 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 and August
12, 2011 (“Purchase Agreement”). '

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

C. 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 partics agree as follows:

I. Section 1.1 Definitions is amended by deleting

“Pyué Diligénée Period” means the period commencing on the
Acceptance Date to and including August 19, 2011.”

and substituting therefor

“Due Diligence Period” means the period comimencing on the
Acceptance Date to and including August 31, 2011.7

b2

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

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

(WE

6617484.1
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Each of the parties has executed and dehvercd thls Agreement as of the date noted at the
beginning of the Agreement.

DELOITTE & TOUCHE INC,, solely in 1ts
capacrty as court—appomted interim receiver and
receiver and manager of the current and futuare
assets undcﬂaluns and propertles of 1508669

SAC 4 INC.

Per /f/{

Name: K/obe’
Title: ?

6617484.1






_ AMENDING AGREEMENT NO. 5

THIS AMENDING AGREEMENT is dated as of August 31, 2011

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 1508669 Ontario
Limited and not in its personal capacity
(the “Vendor™)

- and -

SAC 4 INC,, a corporation existing under the laws of Ontario
(the “Purchaser™)

 CONTEXT:

A. The parties have made an Agreement of Purchase and Sale of the Assets dated
April 1, 2011 as amended by a agreements dated May 24, 2011, July 15, 2011,
August 12, 2011 and August 19, 2011 (“Purchase Agreement™),

B, The parties-wish to further amend the Purchase A greement as set oul below.

C. The words and phrases beginning with capitals have the meanin g5 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 apree as follows:

1, Scction 1,1 Definitions is amended by deleting

“‘Due Diligence Period” means the period commencing on the
Acceptance Date to and including August 31, 2011.”

and substituting therefor

“Due Diligence Period” means the period commencing on the
Acceptance Date to and including September 8, 2011.”

2, Except as specifically amended herein, the Purchase Agreement continues in full
Torce and effect,

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

6813848.1
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“7.
Each of the parties has executed and delivered this Agreement, as of the. date noted at fhe
beginning of the Agreement. D

DELOITTE & TOUCHE INC, solely inits
capacity as court-appointed mtemm recewer and
receiver and manager-of the ourétit and £
assets, undertakings and properties of 5‘08669
Ontario Limited and not in iis personal capacity

-

Per

Title: Seneolvece Prig, De

SAC4INC,
Per

6813848.1






AMENDING AGREEMENT NO. ¢
THIS AMENDING AGREEMENT is dated as of Septerciber 2, 2011

BETWEEN:

DELOFITE & TOUCHE INC., solely in its capacity as court-
appointed interim receiver and receiver and manager of the current
and fuhire assets, undertakings and properties of 1508669 Ontario
Limited and not in its personal capacity

(the “Vendor™)

- and -
SAC -4 INC., a corporation existing under the laws of Ontario
(the “Purchaser”)

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, Augnst 19, 2011 and August 31, 2011 (“Purchase Agreement”).

B. The parties wish to further amend the Purchase Agrecment as set out below.,

C..  The words and phrases beginning with capitals have the meanings ass'ig;ned in the
- Purchase Agreement unless the context Dt‘herwise Tequires.

FOR GOOD AND VALUABLE CONSIDERATION the receipt and sufﬁc:lency of-
witich is.acknowledged, the parties agree as follows: —

198

1. Section 1.1 Definitions is amended by deleting:

“Purchase Price” means the sum
in lawful money of Canada.

and substituting therefore: . ?S

. “Purchase Price” means the sum of
ﬁ ' Dollars in lawful money of Canada.
2 et

jon 1.1 Defiuitions is amended by delehng paragraph (b) of the definition of
“Books and Records™ as set out below:

“(b) all persomnel records, inspection records and other records books
and accounting records, documents and databases relating to the operation
of the Business as are in the possessmn or under the comtrol of the

' Vendor.”
TOR_LAW\ 7725465732 o ¢
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a_nd substituting therefore as paragraph (b} of the definition of “Bocks and
- Records™

“(b) all personnel records, inspection records and other records, books
“and accounting records, documents and databases relating to the operation
of the Business as are in the possession or under the cotitrol of the Vendor
and Diverscare, bt excluding any documents that are proprietary to

Diversicare”
3. Section 1.1 Definitions is amended by deleting:

“Closing Date” meaps the date which is thirty (30) days immediately
following the later of writen confirmation from the Vendor to the
Purchaser that: (a) the Approval and Vesting Order has been granted, and
(b) the MOH haes approved the purchase by the Purchaser contemplated .
under this Agreement and the MOH has issued or approved the Purchaser : :
for transfer of the Licence(s) or for issue of licences similar to the

Licence(s) to the Parchaser; or such earlier date as agreed by the parties,

but in no event will the Closing Date be later than Fanuary 30, 2012.”

and substituting therefore:”

“Closing Date” means the date which is thirty (30) days immediately
following the later of written confirmation from the Vendor to the
Purchaser that: (a) the Approval and Vesting Order has been granted, and
(b) the MOH has approved the purchase by the Purchaser contemplated
under this Agreement and the MOH has igsued or approved the Purchaser
for transfer of the Licence(s) or for issue of licepces simmilar fo the
Licence(s) to the Purchaser; or such earlier date as agreed by the parties,
but in no event will the Closing Date be later than April 15, 2012,

4, Section 1.1 Def’miﬁom_; is amended to include the following definitions:

“Assnmed Current Contracts” is defined in Section 2.2 hereof.
“Assaumed Future Contracts” is defined in Section 2.2 hereof.
“Building Deficiencies Adjustment” s defined in Section 2.8,
“Current Coﬁtracts” means those Contracts entered into by Debtor
and/or the Vendor up to the date of expiration of the Financing Condition Period.

“Financing Condition Period” means September 30, 201 1.

“Future Contracts” means those Contracts entered into by the Vendor
between the date that is the day after the date of expiration of. the Financing
Condition Period and the date on which MOH app1oval to the License transfer is

received.

5 Section 2.2 Assignment and Assumption of Contracts-is amended by deleting

the following sentence: ré
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“The Purchaser shall have until expiration of the Due Diligence Period to
advise the Vendor in writing of those Contracts it wishes to asswme on
Closing (the “Assumed Contracts™), failing whick, the Purchiaser shall be
desmed to have agreed to assume all Contracts on Closing.”

And substituting therefore:

“The Purchaser shall have until expiration of the Financing Condition
Period to advise the Vendor in writing of those Current Confracts it wishes
to assume on Cloging (the “Current Assumed Contracts”), failing which
the Purchaser shall be deemed to have agreed to assume all Current
Contracts on Closing. With respect to Fumre Contracts, within 5 days of
receipt of approval from the MOH to the License transfer, the Vendor
shall provide a list of all Fuiure Contracts and within 10 days of receipt of
the list the Purchaser shall provide the Vendor with a list of all Future
Confracts it wishes to asstme on Closing (the “Assurmed Foture
Contracts™), failing which, the Purchaser shall be deemed to have agreed
to assume all Future Contracts on Closing.”

6, Section 2.9 Annial Account Reconcitiation is added as follows:

“Vendor shall be respbnsible for preparing and filing the 2011 anmual
account reconciliation with the MOH.” : ' '

7. Section 2.15 Employee List is amended by deleting the sentence:

«“At least ten (10) Business Days before the Closing Date, the Vendor shall
deliver to the Purchaser an up-to-date Employee List of all Employees as at such '
date certified by an officer of the Vendor verifying to the extent of its knowledge A
the accuracy of the contents thereof.” . '

And substituting therefore:

Within 5 days of Teceipt o f-approval-from MO to the License transier;—

the Vendor shall deliver to the Purchaser an up-to-date Employee List of all

Emplovees as well as a current list of the status of nop-active Employees and the

status of all waiver of premium filings as at that date certified by an officer of the .
Vendor verifying to the extent of its knowledge the accuracy of the contents - o e

thereof.”
8. Section 2.11 {c) Revised Ldist is added to Section 2.11 as follows:

“(c) Within 10 days of receipt of the revised Employee List to be
provided following MOH approval, the Purchaser shall advise the Vendor
of any changes to the Transferred Employees arising &s result of changes

to the Employee List.”
9. Section 2.17 Rollover Agreement is added as follows:

“*Vendor shall use its best efforts to facilitate an agreement between Vendor,
Purchaser and Canadian Union of Public Employees Local 1263 (the “Union”) ,
conditional upon Closing for a roll over collective agreement to be entered into - : FK
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“The Purchaser shall have until expiration of'the Due Dlhgence Period to-
advise the Vendor in writing of those Comtracts it wishes to assume on
Closing (the “Assumed Contracts”) failing which, the Purchaser shall be
deemed to have agreed to assume all Confracts on Closing.™

And substituting therefore:

“The Purchaser shall have until expiration of the Financing Condition
Period to advise the Vendor in writing of those Current Confracts it wishes
to assurne on Closing (the “Current Assumed Contracts”), failing which
the Purchaser shall be deemed to have agreed to assume all Current
Contracts on Closing. With respect to Future Contracts, within 5 days of
receipt of approval from the MOH to the License transfer, the Vendor
shall provide & list of all Future Contracts and within 10 days of receipt of
the list the Purchaser shall provide the Vendor with a list of a]l Puture
Contracts it wishes to assume on Closing (the “Assummed Future
Contracts™), failing which, the Purchaser shall be desmed to have agreed
to assume all Future Contracts or Closing.”

6. Section 2.9 Annital Account Reconciliation is added as follows

“Vendor shall be respons:tble for preparing and ﬁhng the 2011 annual
account reconciliation with the MOFL.”

7. Section 2.15 Employee List is amended by deleting the sentence:

“At least ten {10) Business Days before the Closing Date, the Vendor shail
deliver fo the Purchaser an up-to-date Employee List of all Employees as at such '
date certified by an officer of the Vendor verifying to the extent of its knowledge _
the accuracy of the contents thereol.” : |

And substituting therefore:

Within 5 daysof receipt of approval frourviOH tothe Bicense transfer—

the Vendor shall deliver to the Purchaser an up-to-date Employee List of all
Employzes as well as a current list of the status of non-active Employees and the
status of all waiver of premium filings as at that date certified by an officer of the
Vendor verifying to the extent of its knowledge the accuracy of the contents

thereof.,”
8.  Section 2.11 (c) Revised List is added to Section 2.11 as follows:

“(c) Within 10 days of teceipt of the revised Employee List to be
provided following MOH approval, the Purchaser shall advise the Vendor
of any changes to the Transferred Erployees atising as a resttt of changes

to the Employee List.”
9. Seetion 2.17 Rollover Agreement is added as follows:

-«endor shall use its best efforts to facilitate an agreement between Vendor,
Purchaser and Canadian Union of Public Employees Local 1263 (the “Union”)
conditional upon Closing for a roll over collective agreement to be entered info ’
TOR_LAWA 772846552 ' @/ R<
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11.

12,

-4 -
between Purchaser and the Union (mth an expiry date one year after the Closing
Date), the terms of which will be:

» Except for wage rates and the expiry date of the collective
egreement (fhe expiry date amended to reflect a tenm as set out
above) the current terms of the expired Collective Agreement remain
in place; '

+ the wage rates will be the rates in effect as at June 30, 2011 plus any
proportional wage rate increase, by job classification, contained in
any successor Extendicare Agreement on the closest pay date on or
after the dates provided in the successor Extendicare A greement but
in no event prior to Jatmary 1, 2012 and annually thereafter.

“Extendicare Agreement” means the collective agreement between Extendicare

(Canada) Inc. and CUPE in respect of the wage rates covering the homes owned

by Extendicare for which CUPE has bargaining rights.”

Section 2.18 Benefit Plans iz aﬂded as Tollows:

" “Vendor shall direct Diversicare to file all Waiver of Premium forms (re Life

Insurance) for Bmployees who have met the required Elimination Period as set
out in the Benefit Plan and to use their best efforts to obtain acceptance of such

waivers from the insurance provider.”
Section 4.1(b) is amended to read as follows:

“(b) the Purchaser shall have finalized financing terms to facilitate the
completion of the Transaction pror to the Financing Condition Period (the

“Financing Condition™);”

Secﬁon 4.3 Mutual Conditions is amended to add the fo]lowmg sentence to
subsection (a):

“Such Approval and Vesting Order will include provisions satisfactory to

the Purchaser that the assets of the Debtor have not become the property

202

13.

14.

of the government as a result of the Debtor not being in good standing.”

Section 4.3 (c) is amended to read as follows:

“on or before February 29, 2012, the MOH shall have approved the
purchase by the Purchaser contemplated under this Agreement and the
MOH shall have approved the Piurchaser for transfer of the Licence(s) or
for issue of licences similar to the Licence(s).”

Section 5.7() is added as follows:

“agsist the Purchaser to effect an orderly tramsition of the third party
Benefit Plans from the current provider to the new benefit plans operated
by the Purchaser by entering info a Transition Agreement between the
Benefit Plan provider, Vendor and Purchaser for a period of ninety (90)
days following Closing, Purchaser shall be responsible for the cost of the
benefit plans from the Closing Date forward.”

TOR_LAWA, 77284650
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15. Section 5.7 (i) is added as follows: I

“Vendor acknowledges that the Purchaser shall be teplacing Diversicare
as the Manager of the Business as at Closing. Therefore the Vendar and ]

‘Purchaser agree to the following transition process: :

s Diversicare, Extendicare and Purchaser shall arrange 2 meeting ' :
within 3 months of the application for the transfer of the license ;
being submitted to advise home management of transition to new

manager

Following snch meeting, Diversicare to work with Extendicare on i

- the fransition to allow Extendicare to prepare their processes and - i
will allow Bxtendicare and the Purchaser access to the Assets and : o

the Owned Real Property in actordance with the provisions of
Section 5.6(a). ' :

Targeted transition date to be one month following the Closing
Date

Vendor shall also obtain Diversicare’s agreement to provide reasonable
assistance in preparation of 2012 Annual Account Reconciliation.”

16.  Purchaser hereby waives the Due Diligence Condition and the conditions
contained in sections 4.1(d) and 4.1(e).

17.  Bxcept as specifically amended herein, the Purchase Agreement continues in foll

force and effect .

18.  This Agreement may be executed by the parfies in counterparts and delivered By
way of pdf email transmission or facsimile, with such counterpatts together and

such delivery being deemed originals.
Seetion |1 Dediv; hons_is amended by dele fiag -

-0

s

“Whesumed Condmcts” s defrned Section 1.2 hewot?

and Substidvting theefore: .
“wpssymed Contaacts" means 1 he Assumed (yrrent (wntacts and O)
'H:e, Rssoned Fotve Contracts, ’é

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

y

TOR_LAW\ 77284652



-6-

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 1508669
Ontario Limited and not in it§ personal capacity

PGF 42 ’

Name: — Damel e
. Title: Sorts A ULE Pl AT

SAC4 INC. /{{’//i Ty
Per y i

Name: Fobef Yoanidis
Title:  VicefPresident

204
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IN THE MATTER OF THE RECEIVERSHIP OF

PARAGON HEALTH CARE INC./SOINS DE SANTE PARAGON INC.

Receiver’s Interim Statement of Receipts and Disbursements
for the period January 24, 2006 to September 30, 2041

Receipts
1. Ministry of Health Funding $ 58,266,945
2. Cash in bank 71,896
3. Interest earned 44 873

4. Total receipts

Disbursements

$ 58,383,714

- 5. Funding to Casa Verde Nursing Home $ 45,893,149
6. Funding to Casa Verde Retirement Home 6,170,000
7. Receiver fees 872,366
8. Legal fees 298,637
9. GST 57,761

10. HST 25515

11. Advertising 7,345

12. Courier 6,395

13. Appraisal fees 5,000

14. Consulting fees 4,045

15, Security 3,424

16. Travel expenses ' 1,268

17. Telephone 951

18. Photocopies - 364

19. Postage 280

20. Bank charges 130

21. Filing fee 70

22. Total disbursements $ 53,346,700

23. Receipts less disbursements _ $ 5,037,014

24. Distributions to secured creditor $  (3,306,793)

25. Balance on Hand | $ 1,730,221
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IN THE MATTER OF THE RECEIVERSHIP OF
PARAGON HEALTH CARE {ONTARIO) INC.

Receiver’s Interim Statement of Receipts and Disbursements
for the period January 24, 2006 to September 30, 2011

Receipts
1. Cash in bank $ 3,479
2. Interest earned 424
3. Total receipts $ 3,903
Dishursements
4, Filing fee ‘ $ 70
5. Bank charges 20
6. Total disbursements $ 90

7. Balance on Hand $ 3,813
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IN THE MATTER OF THE RECEIVERSHIP OF

1508669 CNTARIO LIMITED

Receiver’s Interim Statement of Receipts and Disbursements
for the period January 24, 2006 to September 30, 2011

Receipts

—

A G kW N

. Interest earned

. Total receipts

Disbursements
Funding to West Park Health Centre

7.

8.

9.
10.
11.
12,
13.
14.
15.
16.
17.
18.
10.
20.
21.
22
23.
24,
25.
26
27

Receiver fees

Legal fees

. Ministry of Health Funding
. Receiver's Certificates

. Cash in bank

. Miscellaneous refunds

Repayment of Receiver's Certificate

GST

H3T
Advertisement
Consulting fees
Appraisal fees
Secunty
Courier

Travel expenses
Telephone
Photocopies
Postage

Filing fee

Bank charges

Total disbursements

Receipts less disbursements

Less: Distributions to éecured creditor

Balance on hand

$ 22,521,429
477,273

32,194

36,824

3,160

$ 23,070,880

$ 21,107,434
492,670
140,920
106,958

28,383
17,149
3,955
3,557
2,500
2,406
1,169
975
787
308
276
70

10

$ 21,909,527

$ 1,161,353

(1,000,000)

$ 161,353
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Octeober 13, 2011

Paragon Health Care Inc. - Soing de
3595 Keele Street
North York, ON M3J1M7

RE: Paragon Health Care Inc. - Soins de
3595 keele street North York, ON

STATEMENT FOR DISCHARGE PURPQSES - Mortgage No. 20795 .
(Effective October 13, 2011 - Interest currently pald to April 01, 2007)

$8,352,341.85
$3,284,721.54
$3,588,908.29
$1,124,378.75

Principal Balance as at April 01 2007

Imterest Rate 8.370% from April 01 2007 to October 13 2011
Tax Account (A Minus Balance &s a Credlf)

Late Payment Interest

Discharge Penalty % 0.00
Statement Fee % 0.00
Discharge Fee $ €00

$124,515.87

Sundry Account (A Minus Bafancs is a Credit}

Total Amount $18,474,866.10

Per Diem from October 13, 2011 $1,915.32

The: loan batance ocutstanding as at October 13, 2011 will be $16,474,866.10.

THE AMOUNTS IN THIS STATEMENT ARE CALCULATED ON THE BASIS THAT ALL
PAYMENTS UP TO AND INCLUDING THE ACTUAL PAYOUT ARE MADE AND HONOURED.
If any such payments are not made or honourad, then the amounts in this statement will no
fonger be valid and will be replaced without notice by amounts reflecting such non-payment. WE
WILL NOT BE OBLIGED. TO PROVIDE A DISCHARGE OF OUR MORTGAGE,
NOTWITHSTANDING - ANY TERMS OR CONDITIONS ACCOMPANYING PAYOUT, UNLESS
AND UNTIL ANY SUCH PAYMENTS ARE MADE OR HONOURED, so the obligation fo ensure
that all such payments are made and honoured is on the party relying on this statement and
making payment to us in accordance with it

Al taxes and other charges paid by us from the time of preparation to the closing date and not
indicated on this staterment are the responsibiiity of the Mortgagor,

Funds received after 12:00 P.M. of the praposed discharge date will be subject to an additional
daily interest charge of $1,915.32 until paid. It the proposed discharge date is on Friday, funds
recelved after 12:00 P.M. will be subject to additional interest uniil the next business day. If this is
a floating rate morigage, the dally interest charge is subject to change in the Prime Lending Rate
of the Bank of Montreal.

Payment must be in the form of a solicitor's trust cheque or cerified cheque. Please include the
appropriate form of Discharge Documentation (including PPSA Security if applicable) for
execution by Pecples Trust Company..

This statement may not be used past the‘end of the month in which it was issued.

If this loan is in an MBS Pool, the Discharge Statement may be subject to CMHC approval.
It approved, a final Discharge penalty calculation must be requested no more than 5
business days prior to payout. If this is a final penalty calculation, the penalty is valid anly
for the effective date on this statement, :

Martin Mallich

Manager, Default Management E&OE

Head Office 0 B.C. Region [m} Praijrie Region u} Oniario Region u]
Suitc 1400, 388 Dunsmauir St Suite [115 — Bentall Two,. Suite 955, 8084 Ave. S W. Suite 1801-130Adz=laide St West
Vancouver, B.C. V6C 3K4 PO Box 231 Calgary, AB, T2P 3EB Toronto, ON M3H 1P5
Telephone: 604-683-2681 555 Burard Street Telephone: 403-237-8575 Telephone: 416-368-3266
Fax: 604-683-5110 Vanconver, B.C V7X 1M8 Fax: 403-266-5002 Fax: 416-368-3328
Email: people@pecpl com Telephonc: 604-685-1068 Email: calgary@peoplesusteom | Email: toronto@peoplesirusLcom
Fax: 604-683-2787
Email: vancouver @ipenplestust.com
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Court File No. 06-CL-6233

ONTARIO
SUPERIOR COURT OF JUSTICE
(Commercial List)

BETWEEN:

PEOPLES TRUST COMPANY
Applicant

- and -

PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED
and PARAGON HEALTH CARE (ONTARIO) INC.

Respondents

AFFIDAVIT OF HARTLEY M. BRICKS
(Sworn October 31, 2011)

I, HARTLEY M. BRICKS, of the City of Toronto, in the Province of
Ontario, MAKE OATH AND SAY:

1. I am a Vice President of Deloitte & Touche Inc., the court-appointed interim
receiver and receiver and manager (the “Receiver”) of Paragon Health Care Inc.
(“Paragon”), Paragon Health Care (Ontario) Inc. {“Paragon Ontario”) and 1508669
Ontario Limited (“1508669”). As such, | have personal knowledge of the matters to

which | hereinafter refer.

2. Attached hereto as Exhibit “A” is a summary of the accounts issued by the

Receiver for Paragon and Paragon Ontario from November 1, 2010 to June 30, 2011.

3. Attached hereto as Exhibit “B” is a summary of the accounts issued by the

Receiver for 1508669 from November 1, 2010 to June 30, 2011.
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4, Aftached hereto as Exhibit “C” are true copies of the accounts of the Receiver
with respect to Paragon and Paragon Ontario, including a detailed description of the
activities, number of hours worked, applicable hourly rates, and totals. The Receiver's
average hourly rate charged over this period is $460. | confirm that these accounts

accurately reflect the services provided by the Receiver in this proceeding.

5. Attached hereto as Exhibit “D” are true copies of the accounts of the Receiver
with respect to 1508669, including a detailed description of the activities, number of
hours worked, applicable hourly rates, and totals. The Receiver's average hourly rate
charged over this period is $467. | confirm that these accounts accurately reflect the

services provided by the Receiver in this proceeding.

6. Based on my review of both the Paragon and Paragon Ontario, and 1508669
accounts and my personal knowledge of this matter, the Paragon and Paragon Ontario,
and 1508669 accounts represent a fair and accurate description of the services

provided and the amounts charged by the Receiver.

7. | swear this affidavit in support of the Receiver's Motion for, among other things,

approval of its fees and disbursements and those of its counsel and for no other or

improper purpose.

SWORN before me at the City of }
Toronto, in the Province of Ontario, }
on October 31, 2011. }
) /A
)
o Hartley M Bricks

.'}"""\Cgmm@siéner for Taking Affidavits

Anna Koroneos, a Commissianer, etc.,
Provinge of Ontario
for Delaitte & Touche [nc.,
Trustes In Bankruptcy.
Expires June 5, 2014.
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Thic b Exnibis __’9 S —
e the A ffidgvit of How Flew B ol 2 1 ]
Swom before me this _3S day of

ADheg

et

Exhibit “A”

4 Conmissioner, e,

Summary Of Invoeices Issued By The Receiver For

Paragon Health Care Inc. and Paragon Health Care (Ontario) In%«h 8 Koroneos. & Commiesloner, aic.,
Provinga of Ontario

for Dalolite & Touche inc.,
t”El'rusum in Bankrupicy.
Explres Jung 5, 2014,

Amount of Invoice

Invoice Date Invoice Period (including HST)
7-Feb-11 November 1, 2010 to December 31, 2010 $ 20,327.57
21-Apr-11 January 1, 2011 to February 28, 2011 33,192.62
26-May-11 March 1, 2011 to April 30, 2011 32,141.16
1-Sept-11 May 1, 2011 to June 30, 2011 15,003.58
$100,664.93
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Invoice Date

23-Feb-11
20-Apr-11
26-May-11

1-Sept-11

T W Exdibs “ wky: - '*’“‘* ©

CU ey Dok
o the Affidavit of _—-i—ﬁ-lg-—&‘

Swolm re me this L day of

+ono
Exhibit “B” Do
» Commissionsn W -
Summary of Invoices Issued by the Receiver for ! 2 1 2
1508669 Ontario Limited Anna Koroneos, a Commissloner, etc.,

Province of Ontario
for Deloitte & Touche Ing.,
Trustea in Bankruptey.
Expires Juns 5, 2014,

. , Amount of Invoice
Invoice Period T e ——

(including HST)

November 1, 2010 to December 31, 2010 $ 19,951.85
January 1, 2011 to February 28, 2011 27.962.42
March 1, 2011 to April 30, 2011 31,584.07
May 1, 2011 to June 30, 2011 21,210.10

$100,708.44
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Deloitte B Tovche Inc. ? 2 1 3
D I o 181 Bay Street
eloitte
© Toronto ON M5] 2v1
Canada
Tel: 416-601-6150

Fax: 416-601-6690
www deloitte.ca

Private and Confidential

Paragon Health Care Inc. o/a Casa Verde Health Centre and Date: February 7, 2011
Paragon Health C (Ont . ) I Invoice No: 2774843
ragon | Are anoj Inc. Client/Mandate No: 891048.1000000
c/o Deloitte & Touche Inc. Billing Partner: Daniel R. Weisz
181 Bay Street, Suite 1400 HST Registration No: 133245290
Toronto, Ontario This is Exhibit "
MSJ 2V 1 s Exhibl —"“ oo Bt -
= i the Affidavit of f\(‘\’ Q”’L ot

Sworn before me this _B_Sf_ day of
O SO

Invoice #29 Jp——

. te.,
Re: Paragon Health Care Inc. ("Paragon’') and Paragon Health Care (Ontario) Anne "0'3;'@0,%5‘%‘;";;;{:;’3“9' @
Inc. (“Paragon Ontaric™) - Receivership for Deloitte-& Toucha [nc.,
Trustes In Bankmupicy.
Expires Jung 5 2014,

To professional services rendered in connection with the appointment of
Deloitte & Touche Inc. as Court-appointed Interim Recciver and Recciver and
Manager (*“Receiver””) of Paragon Health Care Inc, and Paragon Health Care
(Ontario) Inc. o/a Casa Verde Health Centre (*Casa Verde”) for the period
November 1, 2010 to December 31, 2010, including;

¢ Discussion on November 1, 2010 with Mr. John Jensen of John A. Jensen
Realty Inc. regarding a meeting with a potential purchaser of Casa Verde
(the “*Purchaser™); discussion on November 1, 2010 with Ms. Millie Christie
of Diversicare Canada Management Services Co., Inc. (“Diversicare™)
regarding a meeting with the Purchaser and other matters;

+ Review on November 2, 2010 and execute various offer letters of
employment;

¢ Correspondence and discussions on November 3, 2010 with Ms. Christie
regarding an employee matter;

¢ Review on November 5, 2010 of various correspondence regarding dug
diligence information provided to the Purchaser;

+ Review on November 5, 2010 of comrespondence receive from Diversicare
regarding a Landlord and Tenant Board appeal;

e Discussion on November 8, 2010 with Mr. Jensen regarding sale matlers;
discussion on November 8, 2010 with Mr. Harry VandersLugt of Gowling
Lafleur Henderson LLP ("Gowlings") regarding a due diligence request and
further discussion with Mr. Jensen regarding same;

e Cormespondence on November 9, 2010 with RiskCheck Environmental Inc.



Paragon Health Care Inc. o/a Casa Verde Health Centre - Receivership
February 7, 2011
Page 2 of 4 — Invoice #29

(""RiskCheck”) regarding a providing a proposal to prepare a Phase |
Environmental Site Assessment (“Phase [ ESA™),

¢ Provide on November 9, 2010 to Mr. Jensen various documents requested
by the Purchaser;

¢ Discussion on November 10, 2010 with Mr. Larry Doraty of Canada
Mortgage and Housing Corporation ("CMHC") regarding the status of the
sale transaction;

s Review on November 11, 2010 of RiskCheck’s proposal for a Phase | ESA
and approve same;

+ Correspondence on- November {2, 2010 with Diversicare regarding
upcoming cash flow funding requirements;

» Review of files on November 12, 2010 and provide 1o Mr. Iensen various
documents requested by the Purchaser;

s Correspondence on Novemnber 15, 2010 with RiskCheck regarding its Phase
1 ESA;

e Prepare on November 18, 2010 and provide various due diligence
documents to the Purchaser;

+ Discussion on November 23, 2010 with Mr. Eamonn O'Rafferty of CMHC
regarding the status of the sale transaction;

¢ Discussion on November 23, 2010 with Mr. Jensen regarding the status of
the sale transaction;

s  Correspondence on November 23, 2010 with RiskCheck regarding the
timing for a site visit regarding its Phase | ESA;

¢ Correspondence on November 25, 2010 with Mr. M. Mallich of Peoples
Trust Company (“Peoples™) regarding a listing extension for Casa Verde;

e Review on November 26, 2010 of operating results for September 2010 and
provide same to Peoples and CMHC;

« Discussion on November 29, 2010 with Mr. O'Rafferty regarding the status
of the sale transaclion;

* Review on November 30, 2010 of correspondence from a former employee
and respond to same;

¢ Discussion on December [, 2010 with Mr. Jensen regarding the status of the
sale transaction;

s Review on December 2, 2010 and execute a listing extension with Jensen;

* Review and execute on December 3, 2010 the 2009 Long Term Care Home
Annual Report for Casa Verde;

» Review on December 6, 2010 of a statement of claim forwarded by Ms.
Christie and discussion with Ms. Christie regarding same;




Paragon Health Care Inc. ofa Casa Verde Health Centre - Receivership 2 15
February 7, 2011
Page 3 of 4 - Invoice #29

* Review on December 14, 2010 of a schedule of capital expenditures for
2010 and forward same to CMHC;

e Discussion on December 15, 2010 with a party expressing an interest in
Casa Verde and refer that party lo Jensen;

e Review on December |5, 2010 of operating results for October 2010;

» Discussion on December 15, 2010 with Diversicare regarding various
matters;

¢ Preparation on December 16, 2010 of stalements of receipts and
disbursements for Reports of the Receiver pursuant to section 246(2) of the
Bankruptcy and Insolvency Act,

s Discussion on December 17, 2010 with Mr. Jensen regarding the status of
iy the sale transaction and correspondence with Mr. Doraty regarding status of
purchaser's due diligence and financing;

s Review on December 20, 2010 of correspondence received from
Diversicare;

» Discussion on December 20, 2010 with Mr. Jensen regarding the status of
the sale transaction;

e Correspondence on December 23, 2010 with CMHC regarding the
Purchaser’s financing condition deadline;

e Correspondence on December 30, 2010 with Mr. John laleggio of First
o National Financial LP regarding the expiration date of the financing
condition:

¢ To all other administrative matters with respect to the receivership
administration, including all meetings, telephone attendances, written and
verbal correspondence to facilitate the foregoing.
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Paragon Health Care Inc. ofa Cisa Verde Health Centre - Receivership

Febroary 7, 201 ]
Page 4 of 4 — Invoice #29

Summary of fees

A detailed summary of hours and rales.as follows;

216

Stalf Hours Hourly Rates Total Fees
Dunisl Weisz, CA»CIRP, CIRP. 0.9 5 375.00 $317.50
Senjor Vice President
Hartley Bricks, MBA, CA#CIRP. CIRP, 103 480,00 [4,5:4:.00
Vice President
Anna Koroneous, Senior L 245.00 2,719.50
Rose Brown, Estate Administrator 1.3 i60.00 208.00
Tolal Hours 43.0
Qur Fee $17.939.00
HST @ 13% 2,338.57
Amount Payable $20,327.57

Payable upon reccipt to Deloitte & Touche [nc.

Daniel R. Weisz, CAoCIRP, CIRP
Semor Vice President

ERLIRY> |



Deloitte.

Deloitte & Touche [nc.
181 Bay Street

Suite 1400

Toronto ON M5] 2v1

Canada

Tel: 416-601-6150
Fax: 416-601-6690
www.deloitte.ca

Private and Confidential

Paragon Health Care Inc. ofa Casa Verde Health Centre and Date: April 21, 2011
Ith Carc (Ontario) Inc Invoice No: 2822228

Paragon Health Care (On . Client/Mandate No: 891048, 1000000

c/0 Deloitie & Touche Inc. Billing Partner: Danlel R. Weisz

L81 Bay Street, Suite 1400 HST Registration No: 133245290

Toronto, Ontario

M5J 2VI

Invoice #30

Regarding: Paragon Health Care Inc. (""Paragon”) and Paragen Health Care
(Ontario) Inc. (“Paragon Ontario’”) - Receivership

To professional services rendered in connection with the appointment of

Deloitte

Manager {“Receiver”) of Paragon Health Care Inc. and Paragon Health Care
{Ontario)} Inc. o/a Casa Yerde Health Centre (**Casa Verde”) for the period
January 1, 2011 to February 28, 2011, including;

& Touche Inc. as Court-appointed Interim Receiver and Receiver and

Review on January 4, 201 | of the November 2010 operating statement;

Discussion on fanuary 4, 201 | with Ms. Millie Christie of Diversicare
Canada Management Services Co., Inc. ("Diversicare”) regarding the status
of various matters and computer server issues;

Review of correspondence on January 4, 201 | from Diversicare regarding
Ministry of Health and Long-Term Care (*“MOH") approval for equipment
purchases;

Discussion on January 7, 2011 with Mr. John Jensen of John A. Jensen
Realty Inc. (“Jensen Realty”) regarding the status of the purchaser’s due
diligence;

Review on January 10, 2011 of correspondence from Diversicare regarding
MOH funding for 2010, review of files and respond to same;

Correspondence on January |1, 2011 with Diversicare regarding server issue
and MDS-RALI funding;

Correspondence on January 14, 2011 with Diversicare regarding required

upgrade of the computer server;
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Paragon Health Care Inc. o/a Casa Verde Health Centre - Receivership ‘21 8
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s Correspondence on January 17, 2011 with Diversicare regarding MOH
funding;

¢ Review on January 18, 2011 of correspondence from Diversicare regarding
a statement of claim being defended by the insurer;

¢ Correspondence on Janvary 19, 2011 from Mr. Jensen regarding due
diligence matters;

» Discussion on January 20, 201 | with Mr. Jensen regarding the status of the
purchaser's due diligence and forward an information request to Diversicare;

e Respond on January 21, 2011 to e-mails from the purchaser regarding due
diligence matters and forward an information request to Diversicare;

¢ Review and respond on January 21, 2011 to correspondence from
RiskCheck regarding a letter received;

* Review on January 24, 2011 of correspondence from Mr. Jensen regarding
waiver of conditions by the purchaser and forward same to Mr. Harry
VanderLugt of Gowling Lafleur Henderson LLP (“Gowlings™);

e Discussion on January 24, 2011 with Mr. Jensen regarding the purchaser ‘s
position;

¢ Preparation on January 24, 2011 of cash flow funding;
» Discussion on January 25, 2011 with Mr, Jensen regarding status,

s Discussion on January 25, 201 | with Mr. Martin Mallich of Peoples Trust
Company ("Peoples") regarding status of the sale of Casa Verde and next
steps;

¢ Review and execute on J anuéry 26, 2011 employment offer letiers;

¢ Review on February 2, 2011 and reconcile MOH funding for 2010 and
forward correspondence to Diversicare regarding same;

e Discussion on February 4, 2011 with Ms. Carrie Oram of the MOH
regarding the licensing transfer process and prepare correspondence to Mr.
Jensen regarding same;

» Discussion on February 7, 2011 with Mr. Clifton Prophet of Gowlings
regarding the timing of the Receiver’s motion to the Court and the amount
of the proposed distribution to Peoples;

» Prepare on February 8, 2011 the Receiver's Sixth Report to Court (the
"Report”) in respect of seeking approval for the sale of Casa Verde and a
distribution of funds to Peoples;

e Prepare on February 8, 2011 comrespondence to Diversicare requesting
information required for the Report;

e Attendance on February 9, 2011 at Casa Verde with Ms. Christie and Mr.
Richard Stewart to review the 2011 budget and discuss various operational
matters;




Paragon Health Care Inc. ofa Casa Verde Health Centre - Receivership
April 21, 2011
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Further preparation of the Report on February 10, 11, and 14, 2011;

Review on February 11, 2011 the draft Notice of Motion and forward
suggested changes to Mr. Prophet;

Review on February 14, 2011 the revised Motion Record and provide
further comiments to Mr. Prophet;

Review on February 15, 2011 comments from Gowlings on the Report and
discuss same with Mr. Prophet, finalize the Report and provide same 10
Gowlings for inclusion in the motion materials;

Review on February 15, 2011 of the revised 2011 budget for Casa Verde;

Correspondence on February 16, 2011 with Mr. Keith Foot of Ralph Moss
Limited regarding the renewal of employee benefit plans;

Correspondence on February 17, 2011 with Diversicare regarding employee
matlers;

Attendance on February 22, 2011 in Court in connection with the Receiver’s
application for the approval and vesting order for the sale of Casa Verde and
for an Order directing a distribution to Peoples;

Correspondence on February 22, 201 to Peoples regarding court approval
and wire details for distribution;

Discussion on February 23, 2011 with Mr. Jensen regarding correspondence
received by the Receiver in respect of a claimed co-broker arrangement;

Prepare on February 23, 201 | the notice to residents and staff regarding the
proposed sale;

Review e-mail correspondence on February 24, 2011 from Mr. Howard
Manis regarding his client’s claim to a sale commission;

Finalize on February 24, 2011 the notice to residents and staff; prepare lelter
to MOH regarding notice of sale and licence transfer;

Discussion an February 25, 2011 with Diversicare regarding letter to MOH
and other matters;

Finalize on February 28, 2011 and send letter to MOH regardiag sale of
Casa Verde; and

To all sther administrative matters with respect to the receivership
administration, including all meetings, telephone attendances, written and
verbal cormespondence 10 facilitate the foregoing.
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Summary of fees

A detailed summary of hours and rates as follows:

Staff ' Hours Hourly Rates Total Fees
Daniel Weisz, CACIRP, CIRP, 5.2 $ 575.00 $2,990.00
Senior Vice President
Hartley Bricks, MBA, CA«CIRP, CIRP, 54.3 480.00 26,064.00
Vice President
Rose Brown, Estate Administrator 2.0 160.00 320.00
Total Hours ‘ 61.5
Our Fee| $29.374.00
HST @ 13% 3,818.62
Amount Payable $33,192.62

Payable upon receipt to Deloitte & Touche Inc.

)

Daniel R. Weisz, CAeCIRP, CIRP
Senior Vice President

#33



Daloitte & Touche Inc. 9 2 1
- 181 Bay Street
Deloitte
3 Torontg ON M5) 2¥1
Canada
Tel: 416-601-6150

Fax: 416-601-6690
wyewe deloitte.ca

Private and Confidential

Paragon Health Care Inc. ofa Casa Yerde Health Centre and Date:- May 26, 2011

, Health Care (Ontario) I Invoice No: 2867524
Paragon Health Care (Ontario) Inc. Client/Mandate No:  891048.1000000
c¢/o Deloille & Touche Inc. Billing Partrer: Daniel R, Weisz

131 Bay Street, Suite 1400

HST Registration Ne: 133245290
Toronlo, Ontario

M57 2V1

Inv

oice #31

Regarding: Paragon Health Care Ine. ("Paragon') and 'Parﬂg,(m Health Care §
(Ontario) Inc. (“Paragon Ontario™) - Reccivership

To professional services rendered in connection witly the appaintment of

Deloitte & Touche Ince. a5 Court-appbinted Interint Receiver and Receiver and
Manager (*Receiver’”) of Paragen Healih Care Inc. and Paragon Health Care
{Ontario) Inc. ofa Cusat Yerde Health Centre (*Casu Verde) Tor the period i
Miarch 1, 2011 to April 30, 2011, including;

o Correspondence on March 2, 2011 with Mr. Eamonn O"Ralterty of Canada
Mortgage and Housing Corporation (“CMHC™) regarding the status of
operations and the sale process:

« Review of correspondence gn March 4, 2011 from Diversicare Canada
Management Services Co., Inc. ("Diverstcare”) regarding budect and
operational matiers and regpond to sane;

s Review of correspondenice on Murch 4, 201 [rom the Mibisity of Health
and Long-Term Care ("MOH") regarding the propased sile of Casa Verde:

»  Review and revise on March 4, 2011 Reports of Receiver pursuant to section
246(2) of the Bankruptey and Insolvency Act;

s Discussionon March 7, 20411 with Mr, Gary Loder of Extendicara (Canada)
Ine. (“Extendicare™) regarding the staus of the licensing transfer process;

s Review on March 8,201t of correspondence regarding eimployee matters
and discussion with Ms. Millie Christie regarding same;

»  Preparation on March 9, 2011 of correspondence 10 Mr. Harey VanderLugt
of Gowling Lafleur Henderson LLP (*Gowlings™) regarding the status of
variots issues and proposed amendments to the Agreement ol Purchase and




oo Paragon Hewlth Care Inc. ofa Casa Verde Health Centre - Receivership I‘ 2 2 2
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Sule (“APS™):

»  Discussion on March 9, 2011 with Ms, Barbara Thompson, Casa Verde's
Direcior of Care (*"DOC™), regarding workplice yatlers and discussion with
Ms. Chiistie regarding same;

»  Correspondence on March L1, 2011 with Ms. Christie regarding

¢ Review of correspondence on March L4, 2011 from Ms. Christie regarding
o new funding available from the MOH and the proposed use of the funds;

» Review ol corrcspondence on Mavch 14, 2011 from Ms. Christie regarding:

. her meeting with the DOC;
N ¢ Review on March 14; 2011 ofa-stmement of account submitted by Heenan

Blutkie LLP;

¢ Roview and respond on Mareh 15, 201 | to correspondence from CMHIC
regarding estimuted surplus/deficit of tunds by the closing date of the APS;

»  Discussion on March 16, 2011 with Ms. Christic regarding employee
matters;

St s Discussion on March 16, 2011 with an employee regarding issues in the
home; subsequent call to Ms. Christie regarding Rirther employee matlers;

+  Discussion on March 16, 2011 with Mr, VanderLugt regarding the stuus of
the APS;

»  Discussion on March 18, 2011 with Ms, Chyistic regarding termination of an
employee, review and revise lermination letter, execute and send 1o Ms.
Chrislie:

»  Review and sign Amending Agreement on Mirch 18, 2011 and Torward Lo

e Mr. YanderLuogl;
s Review ol correspondence on March 21, 2011 from insurer and forwird
o B
; same to Gowlings;
! o Review and execute on March 21,2011 a fire alarm monitoring agreement;

e Review on March 22, 2011 of lunds received from the MOH and send e-

g mail 1o Diversicare regarding shorlfall in funding;
_J e Review on March 22, 2011 ol operating results for Janwary 201 |5

s Respond on March 23, 201 1 to CMHC regarding an update on the sale
process-and management [ees;

.

Corresponcence on March 24, 200 | regarding MOH funding;

»  Correspondence on March 24, 2011 with Mr, Martin Mallich of Peaples
Trust Company ("Peoples") regarding surplus cash on hand;

- *  Review on March 31, 201} of correspondence from Diversicare and respond
. to same;
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»  Review correspondence on April |, 2011 [rom Diversicare regarding various
operating matters;

»  Review and execute on April 3, 2011 an agreement for pharntacy services .
and forward a copy of same to the purchaser;

¢ Correspondence on April 5, 2011 with Mr. VanderLugt regarding the status
of ihe licensing transfer process;

s Review correspondence on April 6, 2011 from Diversicare regarding

3 operational riatters;
o :

‘ e Discussion on April 6, 201 1 will Ms. Christic wogarding various operational
7} matters;

o » Review on April 8, 2011 of correspondence {rom Diversicare;

2 P ¢

- »  Respond on April 13, 2011 1o CMHC regarding an update on the status of

= operations and the sale process;

i e Review on April 13,2011 of correspondence from Gowlings regarding key

dates and respond Lo same;

» Correspondence on April |8, 2011 with Diversicare regarding employee
S matters;

s Review and cxccule on April 18; 201 1 a stalTing agency agreement;

»  Review on April 19, 2011 a cash Now funding request from Diversicare and
prepare correspondence regarding same;

*  Discussion on April 20, 2011 with Ms. Christic regarding the status ol
viarious matters;

l s Review on April 20, 201 Tof operaling results {or Febraary 2011;

- +  Discusston on April 20, 2011 with Mr. O'Ralferty regarding the status of the
sule process and lorward a copy ol the APS;
ierd »  Discussion on April 28, 201 with Mr: Loder regarding the status of MOH
- submissions;
B
o Review on April 28, 2011 of an agreement to terminale a contract and
i discussion with Ms. Christie regarding siune;
k| ¢ Correspondence on April 29, 2011 with Diveriseare regarding trust accounts
’ and employee imatters; and
ey »  Toall other administrative magters with regpect Lo the receivership
administration, including all meetings, telephane attendances, written and
i verbal correspondence to lacilitate the foregeing. g
o :
] .
3
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Summary of fees

A detailed summary of hours and rates as follows:

224

Staff Hours Hourly Rates Total Fees
Daniel Weisz, CA»CIRP, CIRP, 1.3 5 575.00 3747150
Senior Vice President
Hartley Bricks, MBA, CAsCIRP, CIRP, 570 480.00 27.360.00
Vice Presidént
Rose Brown, Estale Adiministrator _ 2.1 160.00 336.00
Total Hours 60,4
Qur Fee §28,443,50
HST @ 13% 3.697.00
Amount Payahle $32,141.16

Payable upon receipt (o Deloitte & Touche Ine.

— [

Daniel R, Weisz, CAsCIRP, CIRP
Senior Vice President

AREAT




Deloitte.

Private and Confidential

Paragon Health Care Inc. ofa Casa Verde Health Centre and
Paragon Health Care (Ontario) Inc.

c/o Deloitte & Touche Inc.

181 Bay Street, Suite 1400

Toronto, Ontario

M5 2V1

Invoice #32

! 1)
_ ‘225
Deloitte & Touche Tnc.
181 Bay Street
Suite 1400
Toronto ON M5] 2V1
Canada

Tel: 416-601-6150
Fax: 416-601-6690
www.deloitte.ca

Date: September 1, 2011
Invoice No: 2919581
Client/Mandate No: 891048.1000000
Billing Partner: Daniel R. Weisz

HST Registration No: 133245290

Regarding: Paragon Health Care Inc. ("Paragon") and Paragon Health Care

{Ontario) Inc. (“Paragon Ontario”) - Receivership

To professional services rendered in connection with the appointment of
Deloitte & Touche Inc. as Court-appointed Interim Receiver and Receiver and
Manager (“Receiver”) of Paragon Health Care Inc. and Paragen Health Care
{Ontario) Inc. o/a Casa Verde Health Centre (“Casa Yerde”) for the period

May 1, 2011 to June 30, 2011, including;

* Correspondence on May 3, 2011 with Ms. Millie Christie of Diversicare
Canada Management Services Co., Inc. ("Diversicare") regarding the results
of the Ontario Retirement Communities Association survey;

s Review on May 4, 2011 of {ixed asset purchase request and correspondence

with Diversicare regarding same;

¢ Attendance on May 5, 2011 on a conference call with Mr. CLff Prophet of
Gowling Lafleur Henderson LLP (“Gowlings™) to discuss Gowlings draft
response to correspondence from Mr. Howard Manis, counsel to a real estate

broker;

» Correspondence on May 10, 2011 with Ms. Christie regarding employee

matters;

» Review on May 10, 2011 of March 2011 operating results;

¢ Review and respond on May 12, 2011 to various correspondence from

Diversicare regarding operating results;

» Correspondence on May 17, 2011 with Ms. Christie regarding the
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implications of the Retirement Homes Act on Casa Verde;

» Review and execute on May 18, 2011 a lease agreement for a fax machine
and an offer letter of employment;

« Discussion on May 18, 2011 with Ms. Christie regarding employee matters;

* Review on May 18, 2011 of Mr. Prophet's draft letter to Mr. Manis and e-
mail comments to Mr. Prophet;

e Execute on May 20, 2011 an agreement with Medical Pharmacies;
* Prepare on May 20, 2011 cash flow funding requested by Diversicare;

» Discussion on May 20, 2011 with Ms. Christie regarding various
operational matters;

» Preparation on May 25, 2011 of a status update for Mr. Eamonn O’Rafferty
of Canada Mortgage and Housing Corporation (“CMHC™);

¢ Review and execute on May 26, 2011 an offer letter of employment and
forward to Diversicare;

» Correspondence on May 30, 2011 with Ms. Christie regarding repairs and
maintenance matters;

e Correspondence on June 6, 2011 with Mr. Gary Loder of Extendicare
(Canada) Inc. regarding the status of the Purchaser’s application for license
transfer to the Ministry of Health and Long-Term Care (the MOH™);

e Review and execute on June 7, 2011 an offer letter of employment;

¢ Correspondence on June 7, 2011 with Mr. Martin Mallich of Peoples Trust
Company regarding the status of the licensing transfer process;

e Review on June 7, 2011 of the cash flow status;

* Correspondence on June 8, 2011 with Diversicare regarding the status of
various employee related matters;

. Reviéw and revise on June 10, 2011 an employment termination letter;
» Review and revise on June 13, 2011 an offer letter of employment;

» Correspondence on June 14, 2011 with Ms. Christie regarding the status of
employee related issues;

s Review and respond on June 16, 2011 to correspondence from Ms. Christie;

* Review and respond on June 16, 2011 to enquiries from Mr. O’Rafferty
regarding operating results and the status of the sale;

s Review on June 16, 2011 of May 2011 operating results;

e Review and respond on June 17, 2011 to correspondence from Ms. Christie
regarding employee matters;

¢ Prepare on June 22, 2011 cash flow funding and forward to Diversicare;
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* Review on June 24, 2011 of information received from Diversicare and
respond to same;

» Discussion on June 28, 2011 with Ms. Christie regarding statfing matters;

» Correspondence on June 29, 2011 with Mr. O’Rafferty regarding a status
update on the sale process;

» Correspondence on June 30, 2011 with Ms. Edith Petes of the MOH
regarding the status of the licensing transfer process; and

s To all other administrative matters with respect to the receivership
administration, including all meetings, telephone attendances, written and
verbal correspondence to facilitate the foregoing.
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Summary of fees

A detailed summary of hours and rates as follows:

‘228

Staff Hours Hourly Rates Total Fees
Dnn'lel V\{elsz, C%\-CIRP, CIRP, 13 $ 575.00 $747.50
Senjor Vice President
H-tartley BFICkS. MBA, CA«CIRP, CIRP, 25.6 480.00 12,288.00
Vice President
Anna Koroneos 0.4 245.00 98.00
Senior Associate
Rose Brown
Estate Administrator 03 160.00 14400
Total Hours 282
Qur Fee $13,277.50
HST @ 13% 1,726.08
Amount Payable $15,003.58

£

Payable upon receipt to Deloitte & Touche Inc.

Daniel R. Weisz, CAeCIRP, CIRP

Senior Vice President
A8008T
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Deloitte & Touche Inc. . .-2 z 9
181 Bay Street

]
loitte
o Toronto, Ontario M5] 2V1

Canada
Tel: 416-601-6150

Fax: 416-601-6630
www.deloitte.ca

Private and Confidential

1508669 Ontario Limited o/a West Park Health Centre Date: February 23, 2011
. Invoice No: 2781522

c/o Deloitte & Touche Inc. Client/Mandate No:  891066.1000000

181 Bay Street Billing Partner: Daniel R. Weisz

Suite 1400 HST Registration No: 133245290

Toronto, Ontario

M5J 2V1
" pplerced W@

Thid W dxiind E)(E{- (}ndb

ki the Affidavit of

s
A Comminsioner.
- Re: 1508669 Ontario Limited (*1508669” or the “Company”) — Receivership Anna Kol;gnaqs. a G?rlamgﬁluner, etc.,
rovines. of Ontarlo
' To professional services rendered in connection with the appointment of fﬂﬁ_ﬂei&lﬂ&' &B.Tbu!;he Inc.,
Deloitte & Touche Inc. (“Deloitte’”) as Court-appointed Interim Receiver and E:tl;)?mg'dl:inea%]fné%tfg:

Receiver and Manager (“Receiver”) of 1508669 Ontario Limited o/a West |
Park Health Cenire (“West Park®) for the period November 1 to December i
31, 2010, including:

s Discussion on November 3, 2010 with Mr. Eamonn O'Rafferty of Canada
Mortgage and Housing Corporation ("CMHC') regarding West Park’s
budget;

» Further discussion on November 4, 2010 with Mr. ORafferty regarding
West Park’s budget;

o » Review on November 4, 2010 of an MPAC information request forwarded .l
by Mr. Martin Mallich of Peoples Trust Company {*Peoples™);

o » Correspondence on November 5, 2010 with Mr. O’Rafferty regarding
2 questions on West Park’s budget;

] » Completion on November 8, 2010 of the MPAC information request,
discuss same with Mr. Harry VanderLugt of Gowling Lafleur Henderson
] LLP ("Gowlings™} and forward completed form to Peoples;

» Discussion on November 10, 2010 with Mr. Eric Hall of Diversicare Canada
- Management Services Co., Inc. (“Diversicare”) regarding the status of
various issues at West Park and property tax matters;

_ » Cormrespondence on November 12, 2010 with Diversicare regarding its
s request for cash flow funding; ;

¢ Correspondence on Novernber 16, 2010 with Mr. Mallich regarding the
status of CMHC’s review of West Park;

b Membre de / Member of Deloitte Touche Tchmatsu |
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Discussion on November 19, 2010 with Mr. Larry Doraty of CMHC
regarding the status of CMHC’s review of West Park;

Correspondence on November 19, 2010 with Mr. Mallich regarding cash
flow matters and the requirement to obtain funding from Peoples through
the issuance of a Receiver’s Certificate;

Correspondence on November 21, 2010 from Diversicare regarding boiler
issues at West Park;

Preparation on November 22, 2010 of the Receiver's Certificate;

Correspondence on November 23, 2010 with Mr. John Jensen of John A.
Jensen Realty Inc. (“Jensen Realty’) regarding past financial results;

Discussion on November 24, 2010 with Mr. O'Rafferty regarding the
marketing and sales process for West Park and subsequent preparation of
correspondence regarding same;

Review on November 24, 2010 of correspondence from CMHC regarding
‘West Park;

Discussion on November 24, 2010 with Mr. Jensen regarding the status of a
letter of intent (the “First LOI”) received in September 2010 and counter
offer of same;

Correspondence on November 25 and 26, 2010 with Peoples regarding a
counter offer to the First LOI; _

Review on November 26, 2010 of the operating results for September 2010
and forward same to Peoples and CMHC;

Forward on November 29, 2010 of the Receiver’s Certificate to Peoples
after receipt of funding confirmed;

Discussion on November 29, 2010 with Mr. O'Rafferty regarding the status
of West Park;

230

forward same to Mr. Jensen and discuss same with Mr. Jensen;

Review on November 29, 2010 of correspondence from Diversicare
regarding the revised MOH payment notice for November 2010;

Review on November 30, 2010 of the budget and discuss same with Mr.
Jensen;

Correspondence on December 2, 2010 with Peoples regarding the extension
of the listing agreement with Jensen Realty, execute the extension and return
same to Jensen Realty;

Review on December 3, 2010 of the Long-Term Care Home Annual Report
for 2009 and execute same;

Review on December 10, 2010 of correspondence from the Ministry of
Health and Long-Term Care ("MOH");

Review on December 10, 2010 of correspondence from Mr. Hall regarding
receipt of the Commission of Accreditation of Rehabilitation Facilities
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(*CARF”) Accreditation for West Park;

e Review on December 15, 2010 of the revised First LOI and discussion with
Mr. Jensen regarding same and subsequent correspondence to Peoples
regarding same;

e Preparation on December 16, 2010 of a statement of receipts and
disbursements for the Report of Receiver pursuant to section 246(2) of the
Bankruptcy and Insolvency Act;

¢ Discussion on December 17, 2010 with Mr. Jensen regarding the status of
the First LOI and counter offer, correspondence to Peoples regarding same,
and prepare a counter offer to the First LOL,

e Review on December 17, 2010 of a letter of intent from a second interested
party (“Second LOI”);

e Discussion on December 21, 2010 with Mr. Jensen regarding a forther
counter offer to the revised First LOI received and review of same;

o Draft on December 21, 2010 of correspondence to Peoples and Gowlings
regarding the First LOI and the Second LOI;

s Review on December 22, 2010 of a revised Second LOI and discuss same
with Mr. Jensen;

s Review on December 22, 2010 of Mr. VanderLugt's preliminary comments
on the revised Second LOI received;

» Corespondence on December 22, 2010 with Mr. Hall regarding various
matters at West Park;

» Discussion on December 23, 2010 with M. VanderLugt regarding changes
to the revised Second LOI, prepare counter offer to the revised Second LOI
and forward to Mr. Jensen; and

e To all other administrative matters with respect to the receivership,

ineluding-all-meetings/diseussionss-telephone-atiendances, wrtten
correspondence, review and execution of disbursements, verbal and written
reporting to facilitate the foregoing.
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A detailed summary of hours and rates as follows:

Staff Hours Hourly Rates Total Fees
Daniel Weisz, CA*CIRP, CIRP, 1.8 $ 575.00 $1,035.00
Senior Vice President
Hartley Bricks, MBA, CAsCIRP, CIRP, 30.3 480.00 14,544.00
Vice President
Anna Koroneos, Senior Consultant 75 245.00 1,837.50
Rose Brown, Estate Administrator L5 160.00 240.00
Total Hours 41.1
Our Fee $17,656.50
ST @ 13% 2,295.35
Amount Payable $19,951.85

N Payable upon receipt to Deloitte & Touche Inc.
Daniel R, Weisz, CA#CIRP, CIRP

Senior Vice President
#531377
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Suite 1400
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Invoice #30

HST Registration No:
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Deloitte & Touche inc.
1B1 Bay Street

Suite 1400

Teronte, Ontario M5) 2Vi
Canada

Tel: $16-601-6150
Fax; 416-601-6690
wwnw.deloillo ca

Aprl 20, 2011
2820883
H91066.1000000
Daniel R, Weisz

133245290

Regarding: 1508664 Ontario Limited (“1508669” or the “Company™) —
Reccivership

To professional services rendered in connection with the appointment of

Deloitte & Touche Ine. (“*Deloitte’) as Court-appainted Interim Receiver and

Receiver and Manager (“Receiver’””) of 1508669 Outario Limited o/a West

Park Health Cenire (““West Park”) for the period January 1 to February 28,

2011, inchsding:
e Review on January 4, 2011 of operating results for November 2010;

s Correspondence on January 4, 2011 with Mr. Eric Hall of Diversicare
Canada Management Services Co., Ine. ("Diversicare”) regarding an
employee matter;

»  Correspondence on January 3, 2011 with My Joho Jensen of John A, Jensen
Realty Inc. regarding the status of an offer reeeived from an interested party;

+  Correspondence on January 6, 2081 with M. Jensen regurding an interested

party;

s Review on January 6, 2011 of correspondence From Mr. Hall regarding

Commission on Accreditition of Rehabilitation Facilities ("CARE™)
approval;

«  Discussion on Junuary 7, 2011 with Mr. Jensen regarding the status of

various offers;

«  Correspondence on January [ 1. 201 1 with Mr. Holl regarding an employee

terpination;

e Review on January 11 and 12, 2011 of offers received and provide o
summary of same 10 Peoples Trust Company (“Peoples™:

o Discussion ofi January 13, 201 | with Mi. Jensen regarding offers rece

Aemie de / Member of Doloile Touche Tobrralsy

ived:
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¢ Discussion on January 13, 2011 with Mr. M. Mallich of Peoples regarding
offers received;

* Preparation on January 13, 2011 of a draft agreement of purchase and sale
("APS") to be provided to offerors, further discussions with Mr. Jensen
regarding same and review of draft correspondence from Mr. Jensen to be
sent to offerors;

¢ Correspondence on Janvary 13, 2011 with Mr. Hall regarding an employec
termination;

e Correspondence on January 17, 2011 with Diversicare regarding Ministry of
Health and Long-Term Care ("MOH™) funding;

s Review on January 7, 2011 of correspordence conceming an employee
termination;

e Review on January 21 and 24, 2011 of offers received and correspondence
with Mr. Jensen regarding same;

» Prepare on January 24, 2011 the monthly cash flow funding requested by
Diversicare;

e Discussion on January 24, 2011 with Mr. Jensen regarding offers received
and correspondence to Mr. Mallich regarding same:

» Prepare on January 25, 2011 a summary of offers received and provide same
to Mr. Mallich;

» Discussion on January 25, 2011 with Mr. Mallich regarding offers received,;

e Discussion on January 25, 2011 with Mr. Jensen regarding letter and other
matters;

e Review on January 26, 2011 of correspondence from a potential purchaser
and discuss same with Mr. Jensen;

» Comespondence on January 26, 201 | with Peoples regarding the status of
offers received;

o Discussion on January 27, 2011 with Mr. Jensen regarding offers received;

« Execute on January 28, 2011 a letter of intent accepting the offer of an
interested party;

e Discussion on January 28, 2011 with Mr. Jensen regarding the status and
timing for completing an APS;

o  Prepare on January 31, 2011 of correspondence to Mr. Harry VanderLugt of
Gowling Lafleur Henderson LLP ("Gowlings") and Diversicare regarding
information required to complete the APS;

» Review on January 31, 2011 of correspondence from Diversicare regarding
CARF accreditation;

» Review and reconcile on February 2, 2011 the MOH funding for 2010 and
advise Diversicare of same;
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Correspondence on February 7, 2011 with Mr. Hall regarding the 2011
budget;

Prepare on February 8, 10, 11 and 14, 2011 the Sixth Report to Court (the
"Report™); subsequent correspondence to Diversicare regarding operating
information required for the Report;

Review on February 10, 2011 of cash flow projections prepared by
Diversicare and correspondence with Diversicare regarding sume;

Review on Febmary 11, 2011 the draft Notice of Motion and provide
commenis on same 1o Mr. Clifton Prophet of Gowlings;

Review on February 14, 2011 of comrespondence from Ms. Laura White of
Kronis, Rotsztain, Margles, Cappel LLP regarding the status of 4 Lantana
Circle, St. Catharines;

Review on February 14, 2011 a revised draft Motion Record and provide
comments en same to Gowlings;

Review on February 15, 2011, and respend to, correspondence from Mr.
Hall regarding physical premises issues;

Review on February 15, 2011 of comments received from Gowlings on the
Report and discuss same with Mr. Prophet and finalize the Report;

Prepare on February 16 and 17, 2011 schedules for the APS and forward
same to Mr. VanderLugt;

Review on February 17, 2011 of the operating statement for December
2010;

Attendance on February 18, 201 | at a meeting at West Park to review the
2011 budget, discuss operational matters with the Administrator and Mr.
Hall and tour the facility;

Review on February 22, 2011 of a draft APS provided by Mr. VanderLugt
and provide comments on same;

Prepare on February 23, 2011 cash flow funding requested by Diversicare;
discussion on February 23, 2011 with Gowlings regarding status of the APS
and subsequent discussion with Mr, Jensen regarding same;

Coordinate on February 24, 2011 a tour of the facility by the purchaser;

Review correspondence on February 24, 2011 from Diversicare regarding a
piping issue;

Discussion on February 24, 2011 with Mr. Jensen regarding tour of West
Park by the purchaser and other matters;

Correspondence on February 25, 2011 regarding site plans for West Park
and review of files for sume;

Correspondence on February 28, 2011 with Diversicare regarding entering
into an agreement with Algonquin College for Registered Practical Nurse
students;
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¢ Correspondence on February 28, 2011 with Mr. VanderLugt regarding the
APS; and

e To all other administrative matters with respect to the receivership,
including all meetings/discussions, telephone atiendances, written
correspondence, review and execution of disbursements, verbal and wrilten
reporting to facilitate the foregoing,

A detailed summary of hours and rates as follows:
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Stafl Hours Hourly Rates Tolal Fees
Daniel Weisz, CAsCIRP, CIRP, 33 8 575.00 $1.897.50
Senior Vice President
Hartley Bricks, MBA, CA«CIRPF, CIRP, 47.2 480,00 22,656.00
Vice President
Rose Brown, Estale Administralor 1.2 160.00 192.00
Total Hours 51.7
Our Fee $24,745.50
HST @ 3% 3,216.92
Amount Payable $27,962.42

Payable upon receipt to Deloitte & Touche Inc.

4

Daniel R. Weisz, CAeCIRP, CIRP

Senior Vice President
LARYRYE)
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- 181 Bay Strect 3 7
Deloitte
-3 Toronto, Ontario M5] 2V1
Canada
Té) 416-601-6150

Fax: 416-601-669Q
‘www.deloitle.ca

Private and Conflidential

1308669 Ontario Limited ofa West Park Health Centre ?ﬂte} " ;‘ggﬂ%g,imll
e . b . nvaice No; )

c/o Deloitie & Touche Inc. Client/Mandate No:  B91D66.1000000

181 Bay Street, Biling Partner: Dauief R, Weisz

Suite 1400
Toronle, Ontario
M35l 2V

HST Registration No: 133245290

Invoice #31

Regarding: 1508669 Ontario Limited (1508669 or the “Company’) -
Receivership

To professional services rendered in connection with the appointment of
Deloitte & Touche Ine, (*Delvitte”) as Court-appoinled Interim Receiver and
Receiver and Manager (*Receiver”) of 1508669 Ontario Limited ofa West
Park Health Centre (F“Wesl Park”) lor the period ¥larch 1 to April 30, 2011,
including:

» Review and respond on March 1, 2011 o correspondence from Mr. John
Jensen of John A Jensen Realty Ine. regarding the status of various matters;

¢ Prepure on March 2, 2011 an update on the status ol operations and sale
process for Mr, Eamonn O Ralferty ol Canada Mortgage and Housing
Corporation {“CMHC™;

s Prepare the Report ol Recciver pursuant to section 246(2} of the Bankrupley
and Insolvency Act;

+  Correspondence on March 7, 2011 with Diversicare Camadi Management
Services Co., Inc. ("Diversicare") regurding information requested by the
purchiser and respond to same;

e Review on March 7, 2011 of the revised budget and schedule af annual
operating results for West Park;

¢ Correspondence on March 8, 2011 with Mr. Harry VanderLugt of Gowling
Lafleur Heriderson LLP (“Gowlings”) regarding the status of the Agreement
of Purchinse and Sale (“APS™);

»  Review and respond on March 15, 2011 Lo correspondence from CMHC
regarding anticipated surplus/delicit of funds by the closing date of the
proposed transuction with the purchaser,

Membre g/ Member of Delaitte Tourhe Tehmalsy
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Discussion on March 16, 2011 with Mr. Vanderlugt regarding Lhe status of
the APS and the purchaser’s comments thercon;

Review on March 18, 201 1 of revisions to the APS und correspondence with
Mr, YanderLugt regarding contracts;

Review an March 21 and 22, 2011 of the APS and provide comments Lo
Gowlings;

Review on March 22, 2011 of funds received from Ministry of Health und
Long-Term Care ("MOH") and send e-matl to Diversicare regarding
shortfall in funding;

Review of March 23, 2011 of the operating results for January 2011;

Review and respond on March 23, 2011 to correspondence from CMHEHC
regarding the sales status and management fees,

Review correspondence on March 23, 2011 from Mr. VanderLugt regarding
the revised APS;

Correspondence en March 24, 201 1 with Mr. Martin Mallich of Peoples
Trust Company (“Peoples”) regarding the staius of the APS and cash on
hand;

Correspondence on March 24, 201 | with Diversicare regarding MOH
tunding;

Review on March 31, 2011 of the list of decuments requested by the
purchaser to conduet its due diligence, summiwize same and forwad same
to Diversicare for compilation;

Compile on March 31, 2011 docurments for the purchaser’s due diligence;

Compile on April 1 and 3, 2011 documents for the purchaser’s due
diligence;

Review correspondence on April 6 and 7, 2011 from Diversicare regarding
water bill payments and Torward saing Lo Peoples;

Review correspondence on April 6, 2011 from Diversicare regarding
operalional matlers;

Review an April 8, 2011 of the final APS and exccute samc;

Review-on April 11, 2011 of operating results For February 20115

Correspondence on April 11, 2011 with Ms, Laura White of Kronis,
Rotsztain, Margles, Cappel LLP regarding the status of the sule of 4 Lintana
Circle, St. Catharines and forward same to Mr. VanderLugt and Mr.
Mallich;

Prepare on April 13, 2011 an update on the stas of operations and the sale
process for Mr. Eamonn O'Rafferty of CMHC;

Review on April 13, 2011 of key date schedule for the APS and contirm
accuracy with Mr. VanderLugt;
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e

Correspondence on April 14, 2011 with Mr. Eric Hall of Diversicare
regarding door replacement and other matters;

Correspondence on April 18, 2011 with Mr. Hall regarding employee
matters;

Discussion on April 18,2011 with Mr. Sidney Joseph of AiMS _
Enviranmental regarding a proposal to. prepare a Phase | Environniental Site
Assessment Report (“ESA™M) for West Park;

Review and cxecute on April 19, 2011 wn offer letter of employment;
Review and update on April 19, 201 a summary of activities;

Discussion'on April 19, 2011 with Mr. O'Rafferty regarding the status of thee
sale process and provide a copy of the APS;

Review of due diligence documents provided by Diversicare and prepare for
purchiser on Apri] 20, 2011;

Review and execute on April 20, 2011 offer letlers of employment;
Review on April 21, 26 and 27, 201 | due diligence documents compiled by
Diversicare, prepare sime for purchaser and forward;

Prepare on Apail 21, 2011 cash flow [unding request for West Park;

Review and execute on Aprif 25, 2011 AiMS Havironmental’s proposal to
prepare a Phase TESA Reéport;

Review and execute on April 26, 2011 an offer feiler of employment;

Correspondenee on April 27, 2011 with Mr. Jensen regarding the status of
vartous maitlers;

Correspondence on April 28, 2011 with Diversicare regarding trust bank
account disclosure requirements; and

To all other administrative matters with respect w the receivership.
including all meetings/discussions, (clephone attendances, written
correspondence, review and exeeution of disburseraents, verbal and written
reporting to facilitate the foregoing,
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A detailed summary of hours and rates as follows:

240

Staff Hours ITourly Rates Totnl Fees
Danicl Weisz, CA=CIRP; CIRP, 4.7 b 375.00 $2,702.50
Senjor Vice President
Hartley Bricks, MBA, CA=CIRP, CIRP, 52.0 480.00 24.960.00
Vice President
Rose Brown, Estate Administrator L8 160,00 288.00
Total Hours SRS
Our Fee $27,950.50
HST @ 13% 3,633.57
Amount Payable $31,584.07

Pavable upon receipt to Deloitte & Touche Inc.

Daniel R. Weisz, CA#CIRDP, CIRP

Senior Vice President
UAABUA
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© Toronto, Ontario M5) 2V1
Canada
Tel: 416-601-5150

Fax: 416-601-6590
www.deloitte.ca

Private and Confidential

1508669 Ontario Limited o/a West Park Health Centre Date: September 1, 2011
c/o Deloitte & Touche Inc Invoice No: 2919573

. . Client/Mandate No:  891066.1000000

‘ 181 Bay Street Bllling Partner: Daniel R. Weisz
. Suite 1400 istrati

N N HST Registration No: 133245290

BE Toronto, Ontario =9
MS5J 2V1

Invoice #32

i Regarding: 1508669 Ontario Limited (“1508669” or the “Company™) —
Receivership

To professional services rendered in connection with the appointment of
Deloitte & Touche Inc. (“Deloitte”) as Court-appointed Interim Receiver and
Receiver and Manager (“Receiver™) of 1508669 Ontaric Limited o/fa West
Park Health Centre (“West Park”) for the period May 1 to June 30, 2011,
including:

e Correspondence on May 3, 2011 with Mr. Martin Mallich of Peoples Trust
Company (“Peoples™) regarding the status of the sale process and request to
complete MCAP information request;

2 e Forward on May 4, 2011 the 201 1 budget and the Agreement of Purchase
and Sale (“AP5") to Mr. John Jensen of John A, Jensen Realty Inc.;

e Correspondence on May 4 and 5, 2011 with Ms. Pinky Lee of Diversicare
o Canada Management Services Co., Inc. ("Diversicare") regarding due
' diligence materials requesied by the purchaser under the APS (the
“Purchaser™);

. * Review on May 5, 201! of due diligence information prepared by
e Diversicare and forward same to Mr, Jensen;

.| o Complete on May 5, 2011 the MPAC information request and forward to
MPAC;

» Correspondence on May 9, 2011 with Ms. Lee regarding the status of due
diligence information requested by the Purchaser;

s Review on May 10, 2011 of operating results for March 2011;

A * Review on May 11, 2011 of an Inspection Report forwarded by the
i Ministry of Health and Long-Term Care ("MOH");

AN Membre de f Member of Deloitte Touche Tobrnatsw
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1508669 Ontario Limited o/fa West Park Health Centre
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e Prepare on May 11, 2011 further due diligence materials as requested by the
Purchaser and forward to Mr. Jensen:

e Correspondence on May 11, 2011 with Mr. Eric Hall of Diversicare
regarding records in storage at West Park;

e Comespondence on May 11, 2011 with Mr. Harry VanderLugt of Gowling
Lafleur Henderson LLP regarding the APS;

e Review on May 13, 2011 of correspondence from the Purchaser regarding

o authorization forms to contact the Workplace Safety and Insurance Board
(“WSIB");
= s Correspondence on May 16, 2011 with Mr. Hall regarding quotes for a ncw
) air conditioning unit;

¢. Correspondence on May 17, 2011 with Mr. Hall regarding occupancy;
» Review on May 18, 2011 of operating resulis for April 2011,

=i ¢ Review on May 19, 2011 of correspondence from Mr. Jensen regarding the
Purchaser’s request to extend the due diligence period and forward same
with recommendation to Peoples and Canada Mortgage and Housing
Corporation (“CMHC”);

¢ Review on May 20, 201} of the Phase I Environmental Site Assessment
Report prepared for West Park and forward same to Mr. Jensen;

» Review correspondence on May 20, 2011 from Mr. John Nation of Peoples
regarding the proposed extension of the due diligence period,;

i ¢ Correspondence on May 24, 2011 Mr. Vanderlugt regarding the proposed
amending agreement to extend the due diligence period;

¢ Review on May 25, 2011 the draft amendments lo the APS;

3 e Correspondence on May 25, 2011 with Mr. Eamona O’Rafferty of CMHC
regarding the status of the sale process;

¢ Correspondence on May 30, 2011 with Mr. Jensen and Mr. VanderLugt
regarding environmental matters;

Correspondence on May 31, 2011 with Mr. Hall regarding West Park’s
asbestos management plan;

[
L]

Correspondence on May 31, 2011 with Mr. Jensen regarding the status of
. the due diligence information; compile additional due diligence information
and forward to Mr. Jensen;

Correspondence on May 31, 2011 with Mr. Jensen regarding asbestos
management plan in response to the Purchaser's inquiry;

s Review and execute on June |, 2011 an offer letter of employment;

’ » Correspondence on June 3, 2011 with Ms. Lee regarding City of St.
Catharines municipal taxes;

e Discussion on June 6, 2011 with Mr. Jensen regarding the status of the
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e

e
[Li,

Purchaser’s due diligence;

Review con June 6, 2011 of proposed amending agreement to the APS and
respond to Mr. VanderLugt regarding same;

Review and respond on June 7, 2011 to correspondence from Mr. Jensen
regarding historical occupancy statistics and causes of insolvency and
respond to same;

Correspondence on June 7, 2011 with Ms. Marjorie Mossman,
Administrator of West Park, regarding the asbestos management plan;

Correspondence on June 7, 2011 with Ms. Lee regarding historical
occupancy statistics and forward same to Mr, Jensen;

Prepare on June 8, 2011 additional due diligence information requested by
the Purchaser;

Review and respond on June 9, 2011 to various correspondence received
from Mr. Jensen regarding due diligence materials;

Review on June 9, 2011 an Inspection Report prepared by the MOH;

Correspondence on June 12, 2011 with Mr. Jensen regarding the Purchaser’s
request for further due diligence information and forward same to Ms. Lee;

Review on June 13, 2011 of due diligence information prepared by
Diversicare and forward same to Mr. Jensen;

Correspondence on June 13, 2011 with Peoples regarding timing for closing
of sale;

Correspondence on June 13, 2011 with Mr. Hall regarding the Inspection
Report and status of compliance with same;

Review and execute on June 14, 2011 an Amending Agreement to the APS;

Discussion on June 15, 2011 with Mr. Jensen regarding the status of the
Purchaser's due diligence review;

Review on June 15, 2011 of correspondence from Ms. Lee regarding a cash
flow funding request;

Prepare on June 16, 2011 additional due diligence information as requested
by the Purchaser;

Correspondence on June 16, 2011 with Mr. Jensen regarding information
requested by the Purchaser;

Correspondence on June 17, 2011 with Mr. Jensen regarding the Purchaser’s
request for a meeting with West Park management;

Review on June 20, 2011 the MOH inspection reports;

Review on June 20, 2011 the due diligence request from Mr. Jensen and
respond to same and arrange meetings between West Park management and
the Purchaser;
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E

Correspondence on June 21, 2011 with Mr. Keith Foot of Ralph Moss
Limited regarding employee benefit matters;

Correspondence on June 22, 2011 with Mr. VanderLugt regarding providing
the Purchaser with copies of utilities invoices;

Review on June 24, 2011 of information requested by the Purchaser and
request same of Diversicare, review Diversicare’s response and forward
same to Mr. Jensen;

Review on June 27, 2011 of questions the Purchaser intends to ask of West
Park management at a meeting to be held the following day and forward
same to Ms. Mossman and Mr. Hall;

Various discussions on June 27, 2011 with Mr. VanderLugt and Mr. Jensen
regarding the Purchaser’s request 1o engage Altus Group (“Altus”)} to
prepare an appraisal of West Park and discussion with Mr. Sean McCrorie
of Altus regarding same;

Review on June 29, 2011 due diligence questions posed by the Purchaser
and provide responses to Mr. Jensen;

Correspondence on June 30, 2011 and discussion with Mr. Hall regarding
the results of the management meeting with the Purchaser and the
Purchaser’s request for further information, provide responses to the
Purchaser to various due diligence questions; and

To all other administrative matters with respect to the receivership,
including all meetings/discussions, telephone attendatices, written
correspondence, review and execution of dlsbursements, verbal and written
reporting to facilitate the foregoing.
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A detailed summary of hours and rates as follows:

Staff Hours Hourly Rates Total Fees
Daniel Weisz, CAeCIRP, CIRP, .2 $ 575.00 $690.00
Senior Vice President
Hartley Bricks, MBA, CA«CIRP, CIRP, 374 480.00 17,952.00
Vice President
Rose Brown, Estate Administrator 0.8 160.00 128.00
Total Hours 394
Our Fee $18,770.00
HST @ 13% 2,440.10
Amount Payable $21,210.10

Payable upon receipt to Deloitte & Touche Inc.

Daniel R. Weisz, CAeCIRP, CIRP

Senior Vice President
2540030
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Court File No.: 06-CL-6233

PEOPLES TRUST COMPANY -and - PARAGON HEALTH CARE INC. et al.

ONTARIO

SUPERIOR COURT OF JUSTICE
(PROCEEDING COMMENCED AT TORONTO)

AFFIDAVIT OF HARTLEY M. BRICKS
(Sworn October 31, 2011)

Gowling Lafleur Henderson LLP
Barristers and Solicitors
1 First Canadian Place
100 King Street West, Suite 1600
Toronte, Ontario
M5X 1G5

Clifton P. Prophet / Frank Lamie
LSUC No.: 34345K |/ 540358

Telephone: (416) mmw-wwoo / (416) 862-3609
Facsimile: (416) 862-7661

Solicitors for Deloitte & Touche Inc. in its
capacity as Interim Receiver and Receiver and
Manager of the current and future assets,
undertakings and properties of Paragon Health
Care Inc., Paragon Health Care (Ontario) Inc. and
1508669 Ontario Limited




TAB 4



Court File No. 06-CL-6233
ONTARIO

SUPERIOR COURT OF JUSTICE
(Commercial List)

BETWEEN:

PEOPLES TRUST COMPANY
Applicant

- and -

PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED

Respondents

AFFIDAVIT OF HARRY R. VANDERLUGT
(Sworn October 31, 2011)

I, HARRY R. VANDERLUGT, of the City of Toronto, in the Province of

Ontario, MAKE OATH AND SAY:

1. | am a partner in the law firm of Gowling Lafleur Henderson LLP {(“Gowlings™). |
am the billing professional for billings related to Gowlings’ retainer in respect of the
receivership of Paragon Health Care Inc. (“Paragon”), Paragon Health Care (Ontario)
Inc. (“Paragon Ontario”) and 1508669 Ontario Limited (“1508669”) and as such |

have personal knowledge of the matters to which | hereinafter refer.

2. Pursuant to an order of this court dated January 23, 2006, Mintz & Partners
Limited was appointed Receiver effective 9:00 am on January 24, 2006 (the “Initial
Order”). By Order of the Court dated July 2, 2008, following the merger of the
accounting practices of Deloitte & Touche LLP and Mintz & Partners LLP, the name of

the Receiver was changed to Deloitte & Touche Inc. (the “Receiver”).

247
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3. Pursuant to the Initial Order, Gowlings has acted as counsel to the Receiver in its
capacity as Interim Receiver and Receiver and Manager of the current and future

assets, undertakings and properties of Paragon, Paragon Ontario and 1508669.

4 Gowlings has provided services and incurred disbursements in relation to the
receivership of Paragon for the period from January 4, 2011 to May 18, 2011, as
described in the Legal Costs Summary for the Paragon receivership and detailed
invoices attached hereto as Exhibit “A” (the “Paragon Dockets”). The Paragon

Dockets have been redacted where they reference information subject to privilege.

5. Gowlings has also provided services and incurred disbursements in relation to
the receivership of 1508669 for the period from January 13, 2011 to September 28,
2011, as described in the Legal Costs Summary for the 1508669 receivership and
detailed invoices attached hereto as Exhibit “B” (the “1508669 Dockets”). The
1508669 Dockets have been redacted where they reference information subject to
privilege.

6. Based on my review of both the Paragon Dockets and the 1508669 Dockets and
my personal knowledge of this matter, the Paragon Dockets and the 1508669 Dockets
represent a fair and accurate description of the services provided and the amounts
charged by Gowlings.

7. | swear this affidavit in support of the Receiver's Motion for, among other things,
approval of its fees and disbursements and those of its counsel and for no other or

improper purpose.

SWORN before me at the City of
Toronto, in the Province of Ontario,
on October 31, 2011.

et !

/. W | Harry R. Vanderlugt S

Commissioner :%Tjking Affidavits
7%

C ’f’([f'04 WW\
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THIS IS EXHIBIT “A” TO THE
AFFIDAVIT OF HARRY R.
VANDERLUGT SWORN BEFORE

ME THIS 31st DAY OF October,
2011.

]

A Cofmissioner, etc.
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250

LEGAL COSTS SUMMARY

Receivership of Paragon Health Care Inc.

LAWYER YEAR OF CALL HOURLY RATE
2011
Harry VanderLugt 1972 $675.00
Clifton Prophet 1993 $725.00
Lisa Forestieri Law Clerk $200.00
SUMMARY OF ACCOUNTS
No. Date of Account Fees Disbursements HST Total
1. February 9, 2011 $810.00 $3.25 $105.72 $918.97
2. March 16, 2011 $13,065.00 $2,090.14 | $1,970.17 $17,125.31
3. April 8, 2011 $2,125.00 $211.75 $287.27 $2,624.02
4. June 13, 2011 $2,972.50 $0.00 $386.43 $3,358.93
TOTAL $18,972.50 $2,305.14 | $2,749.59 $24,027.23
Average Hourly Rate — | Total fees before GST $18,972.50 + Total hours of 27.9 =
Before HST $680.02
TOTAL $24,027.23

TOR_LAWA 7771990\




montréal - ottawa - toronto - hamitton - waterloo region - calgary - vancouver - moscow - london

Deloitte & Touche Inc. June 13, 2011
Attention: Daniel Weisz, Senior Vice President INVOICE: 17251723
Brookfield Place

181 Bay Street, Suite 1400
Toronto ON M5J2V1

Our Matter:  T958690 / 121969

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Healih Centre 3585 Keele Street, Toronto
TO OUR FEE;

Fees for Professional Services $2,972.50

HST on Fees 386.43

Total Fees and Taxes 3,358.93
TOTAL INVOICE BALANCE:

Total for this Invoice 3,358.93

[ Total HST: $386.43 ]
Please remit total invoice balance due: In Canadian Dollars $3,358.93

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon recelpt
Interest at the rate of 1.3% per annum will be charged on all amounts not paid withln one month from the date of this Invoice

arfors and omissions excluded
GST/HST: 11936 4511 RT

) 1of
Gowling Lafleur Henderson LLP-Lawyers - Patent and Trade-mark Agerts poee derd

1 First Canadian Place - 100 King Street West - Suite 1600- Toronto - Ontario - M5X 1G5 Canada TA16862 7525 -F 4168627661 - gowlinga.com
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June 13, 2011
INVOICE: 17251723

Mintz & Partners Limited

Our Maiter: T9586%0

Receivership of Paragon Health Care Inc. t/a Casa Verde
Health Centre 3585 Keele Street, Toronto

PROFESSIONAL SERVICES

Date Hours Timekeeper Description

03/05/2011 0.10 CILiff Prophet Review of e-mail from H. Manis;

04/05.2011 040 Cliff Prophet Call with D. Weisz re response to H. Manis re commission claim
on sale of Casa Verde;

05/05/2011  0.60 Cliff Prophet Dictate letter in response to H. Manis claims for comtnission on
sale of Casa Verde;

17/05/2011  0.30 Cliff Prophet w1 of real estate broker;

18/05/2011 2.70 Cliff Prophet Prepare and deliver letter to H. Manis, counsel for real estate
brokeri re claims to commission;

Total Fees for Professional Services $2.972.50

. terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on al! amounts not paid within one month from the date of this invoice

errors and omissions excluded
page2of 3
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gowlings

June 13, 2011
INVOICE: 17251723

Remittance Copy

Client: 121969 Mintz & Partners Limited

Matter: T958690

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele
Street, Toronto

Amount Due: $3,358.93

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to: Gowling Lafleur Henderson LLP
1 First Canadian Place
Suite 1600
100 King Street W
Toronto, ON M3X 1G5
Canada

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:

SWIFTCODE: CIBCCATT ;f:
BENEFICIARY BANK: Canadian Imperial Bank of Commerce I'
Main Branch, Commerce Court, Toronto, ON
MS5L 1G9
TRANSIT NUMBER: 0010-00002
BENEFICIARY ACCOUNT NAME: Gowling Lafleur Henderson LLP
Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1G5

BENEFICIARY ACCOUNT NUMBER(S): CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking information:
USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com

terms: due upen receipt
interest at the rate of 1.3% per annum will be charged on all amounts not paid within ane monih from the date of this invoice

errors and omissions excluded
page3 of 3
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mentréal - ottawa - toronio - hamilton - waterlco region - calgaty - vancouver - moscow - fondon

Deloitte & Touche Inc. April 8, 2011
Attention: Daniel Weisz, Senior Vice President INVOICE: 17211602
Brookficld Place

181 Bay Street, Suite 1400
Toronto ON MS3J 2V1

Our Matter:  T958690/ 121969

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele Street, Toronto
TO OUR FEE:
Fees for Professional Services $2,125.00
HST on Fees 276.25
Total Fees and Taxes 2,401.25
DISBURSEMENTS:
Disbursements (Taxable) 84.75
Disbursements (Non-Taxable) 127.00
HST on Disbursements 11.02
Tetal Disbursements and Taxes ' 222.77
TOTAL INVOICE BALANCE:
Total for this Invoice 2,624.02
[ Total HST: $287.27 ]
Please remit total invoice balance due: In Canadian Dollars $2,624.02

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

temms: due upon receipt
interest at tha rate of 1.3% per annum will be charged on all amounts not paid within ane manth from the date of this invoice

errors and omissions excluded
GST/HST: 11936 4511 RT

1of
Gowling Lafleur Henderson LLP- Lawyers - Patent and Trade-mark Agdents Peged et

2L First Canadian Place - 100 King Street West - Suite 1600 Toronta - Ontaric-M5X 1G5 -Canada T 416-862-7525. F 416862-7661 - gowlings.com
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April 8, 2011
INVOICE: 17211602

Mintz & Partpners Limited

Our Matter: T958690

Receivership of Paragon Health Care Inc. t/a Casa Verde
Health Centre 3585 Kecle Street, Toronto

PROFESSIONAL SERVICES

Date Hours Timekeeper Description

15/03/2011 .50 Harry R. E-message purchaser solicitor x2; draft amending agreement No.
VanderLugt 2; add re assignment consent

16/03/2011  0.30 Harry R. RS ¢ psche agreement Status;
VanderLugt e-message from and to solicitor re dates; receive signed

counterpart

21/03/2011 0.20 Cliff Prophet A, i1 surcr s’ reservation of
rights letter for the Moran claim;

21/03/2011 0.20 Harry R. Review agreement of purchase and salcuniubpyimispt gy

‘ VanderLugt w N Moran claim
22/03/2011 1.50 Cliff Prophet Prepare letter to H. Manis re commission claims of agent who

was not retained by receiver;

23/03/2011 030 Cliff Prophet Revisions to letter to H. Manis re agent claims;

Total Fees for Professional Services $2,125.00
DISBURSEMENTS
Non-Taxable Costs
19/02/2011 Court Filing Fees - Non Taxable $127.00

VENDOR: Reliable Process Servers Inc.; INVOICE#: 45851;
DATE: 02/19/2011 - T938687; Urgent rush; Motion record; Court
filing fee; 1892

Total Non-Taxable Disbursements $127.00
Taxable Costs
Scanning Service $3.50
Postage $1.25
19/02/2011 Process Servers $80.00

VENDOR: Reliable Process Servers Inc.; INVOICE#: 45851;
DATE: 02/19/2011 - T958687; Urgent rush; Motion record; 1892

Total Taxable Disbursements $84.75

terms: due upon receipt .
interest a1 the rale of 1.3% per annum will be charged on all amounts nat paid within sne month from the date of this inveice

errors and omissicns excluded
page2of3
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April 8, 2011
INVOICE: 17211602

Remittance Copy

Client: 121969 Mintz & Partners Limited

Matter: T958690

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele
Sireet, Toronto ’

Amount Due: $2.624.02

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Laflesr Henderson LLP

Remit to:

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:
SWIFTCODE:

BENEFICIARY BANK:

TRANSIT NUMBER:

BENEFICIARY ACCOUNT NAME:

BENEFICIARY ACCOUNT NUMBER(S):

Gowling Lafleur Henderson LLP
1 First Canadian Place

Suite 1600

100 King Street W

Toronto, ON M5X 1G5

Canada

CIBCCATT

Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
MsL 1G9

0010-00002

Gowling Lafleur Henderson LLP

Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1G5

CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking information:

USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com

terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of this invoice

errors and omissions excluded

page 3 of 3
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imontréal - otawa - toronto - hamilton - waterloo region - calgary - vancouver - moscow - londan

Deloitte & Touche Inc. March 16, 2011
Attention: Daniel Weisz, Senior Vice President INVOICE: 17195647
Brockfield Place

181 Bay Street, Suite 1400
Toronto ON M5J2V1

Our Matter: ~ T958690 / 121969

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele Street, Toronto
TO OUR FEE:
Fees for Professional Services $13,065.00
HST on Fees 1,698.45
Total Fees and Taxes ‘ 14,763.45
DISBURSEMENTS:
Disbursements (Taxable) 2,090.14
HST on Disbursements 271.72
Total Disbursements and Taxes 2,361.86
TOTAL INVOICE BALANCE:
Total for this Invoice 17,125.31
[ Total HST: $1,970.17 ]
Please remit total invoice balance due: In Canadian Dollars $17,125.31

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon recelpt
Interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of this Invajce

errors and omissions excluded
GST/HST: 11936 4511 RT

) page 1 of 4
Gowling Lafleur Henderson LLP-Lawyers - Patent and Trade-mark Agents

1 First Canadian Place - 100 King Street West - Suite 1600 Toronto - Critario - MBX 165 - Canada-T 4168627525 F 4168827661 - gowlings.com
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Mintz & Partners Limited

Our Matter: T958690

258

March 16, 2011
INVOICE: 17195647

Receivership of Paragon Health Care Inc. t/a Casa Verde

Health Centre 3585 Keele Street, Toronto

PROFESSIONAL SERVICES
Date Hours Timekeeper
07/02/2011 2.80 CIiff Prophet
07/02/2011 0.30 Harry R.
VanderLugt
08/02/2011 2.70 CIliff Prophet
09/02/2011 0.50 Harry R.
VanderLugt
10/02/2011  0.40 Harry R.
VanderLugt
11/02/2011  0.20 Cliff Prophet
14/02/2011 1.80 Lisa Forestieri
14/02/2011  1.70 Cliff Prophet
14/02/2011 0.50 Harry R.
VanderLugt
15/02/2011  2.20 Cliff Prophet
15/02/2011 030 Harry R.
VanderLugt
15/02/2011 0.30 Harry R.
VanderLugt
16/02/2011 0.50 Harry R.
VanderLugt
17/02/2011 0.70 Harry R.
VanderLugt
18/02/2011 0.90 Cliff Prophet
22/02/2011 3.30 CIliff Prophet
23/02/2011  0.50 Harry R.
VanderLugt

Description

Preparation of motion materials for approval of sale of Casa
Verde to Gem;

E-message purchaser solicitor re court application date and form
of order; review preparation with C.Prophet; e

Further work on motion materials for GEM sale approval;
Parties and materials for court application; Update service list

Review draft court materials and provide additions and
comments

<IN - i ver's report and motion materials;

Meeting with C. Prophet regarding legal costs summary /
summary of accounts for upcoming motion; reviewing accounts
and preparing summary of accounts for exhibit "A" and exhibit
"B"; discussion with C. Prophet regarding finalized calculations;

Preparation of motion materials re approval of GEM sale;

Review parts of materials for court application; complete and
sear affidavit re solicitors fees

Further work on sale approval motion materials; revisions to
report to the court;

Review draft reportyisyinin e,
S

Review draft report and materials; provide information to
complete

Review MOH licence transfer filing and timing; review
surrender and other documents held by PTC gk,

- «ofiiNER.

Telephone attendance with purchaser’s solicitor x2 re addition of
Coin A matic to vesting order; review comtract and registered
notice; letter to solicitor with undertaking to remove from title at
closing

Complete notice of motion and draft orders re: sale approval;

Prepare for and attend in Coust for distribution order and
approval and vesting order;

E-message re agreement x2 with purchaser solicitor; MOH
notice and related items; commission claim

terms: due upon raceipt

interest at the rate of 1.3% per annum wilt be charged on ali amounts not paid within one month from the date of this invoice

erors and omissions excluded

page 2 of 4
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gowlings

March 16, 2011
INVOICE: 17195647

Total Fees for Professional Services $13.065.00
DISBURSEMENTS
Taxable Costs
Copying $1,543.50
Scanning Service $40.75
Binding $208.80
Courier $279.09
TeraView (Ontario) Online Searches & Registration - Taxable $18.00
Total Taxable Disbursements _ $2,090.14

temns: due upon receipt
interest at Lhe rate of 1.3% per annum will be charged on all arounis not paid within one month from the date of this inveice

errors and omissions excluded
page3of 4
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March 16,2011
INVOICE: 17195647

Remittance Copy

Client: 121969 Mintz & Pariners Limited

Matter: T958690

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Health Cenire 3585 Keele
Sireet, Toronto

Amount Due: $17,125.31

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to: Gowling Lafleur Henderson LLP
1 First Canadian Place
Suite 1600
100 King Street W
Toronto, ON M3X 1G53
Canada

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:

SWIFTCODE: CIBCCATT

BENEFICIARY BANK: Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
M5L 1G9

TRANSIT NUMBER: 0010-00002

BENEFICIARY ACCOUNT NAME: Gowling Lafleur Henderson LLP
Suite 1600, I First Canadian Place, Toronto, ON
MSX 1G5

BENEFICIARY ACCOUNT NUMBER{(S): CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking information:
USD  BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com

terms: due upon receipt
interest al the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of this invoice

emors and omissions excluded
paged of 4
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Deloiite & Touche Inc. February 9, 2011
Attention: Daniel Weisz, Senior Vice President INVOICE: 17174102
Brookfield Place

181 Bay Street, Suite 1400
Toronto ON M5J 2V1

Our Matter:  T958690/ 121969

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele Street, Toronto
TO OUR FEE:

Fees for Professional Services $810.00

HST on Fees 105.30

Total Fees and Taxes 915.30
DISBURSEMENTS:

Disbursements (Taxable) 325

HST on Disbursements (.42

Total Disbursements and Taxes 3.67

TOTAL INVOICE BALANCE:

Total for this Invoice 918.97
[ Total HST: $105.72]
Please remit total invoice balance due: In Canadian Dollars $918.97

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not pald within one month from the date of this Invoice

errors and omissions exciuded
GST/HST: 11936 4611 RT
pagelof3
Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents

1 First Canadian Place - 100 Hing Stroet West - Sulte 1600- Toronto - Ontatio: M5X 1G5 - Canada -T 416-862-7525 - F 416 862-7661. - gowlings.com
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February 9, 2011
INVOICE: 17174102

Mintz & Partners Limited

Our Matter: T958690

Receivership of Paragon Health Care Inc. t/a Casa Verde
Health Centre 3585 Keele Street, Toronto

PROFESSIONAL SERVICES
Date Hours Timekeeper Description
04/01/2011  0.30 Harry R. Salicitor Requests re due diligence; updated ESA Ph I
VanderLugt
24/01/2011  0.60 Harry R. ~sige. --message from purchaser
VanderLugt solicitor waiving condition; responses and report ; arrange next
steps
26/01/2011 0.30 Harry R. E-message purchaser solicitor x2; process second deposit
VanderLugt
‘Total Fees for Professional Services $810.00
DISBURSEMENTS
Taxable Costs
Scanning Service $0.75
Fax Charges $2.50
Total Taxabie Disbursements $3.25

terms: due upon recelpt
interest at the rate of 1.3% per annum will be charged on all amounts not pald within one month from the date of this invoice

errors and omissions excluded
page2of 3
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February 9, 2011
INVOICE: 17174102

Remittance Copy

Client: 121969 Mintz & Partners Limited

Matter: T958690

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele
Street, Toronto

Amount Due: $918.97

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to: Gowling Lafleur Henderson LLP
1 First Canadian Place
Suite 1600
100 King Street W
Toronto, ON M5X 1G5
Canada

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:

SWIFTCODE: CIBCCATT

BENEFICIARY BANK: Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
M5L 1G9

TRANSIT NUMBER: 0010-00002

BENEFICIARY ACCOUNT NAME: Gowling Lafleur Henderson LLP
Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1G5

BENEFICIARY ACCOUNT NUMBER(S)::  CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking information:
USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com

. terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month fram the date of this invoice

errors and omissions excluded
page 3 of 3
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THIS 1S EXHIBIT “B” TO THE
AFFIDAVIT OF HARRY R.
VANDERLUGT SWORN BEFORE
ME THIS 31st DAY OF October,
2011.

i

"~ A Commissioner, etc.
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Exhibit “B”
LEGAL COSTS SUMMARY
Receivership of 1508669 Ontario Limited
LAWYER YEAR OF CALL HOURLY RATE
2011
Harry VanderLugt 1972 $675.00
Clifton Prophet 1993 $625.00
Hilary Chancey Law Clerk $235.00
SUMMARY OF ACCOUNTS
No. Date of Account Fees Disbursements | GST / HST Total
1. March 16, 2011 $2,565.00 $21.28 $336.22 $2,922.50
2. April 8, 2011 $2,295.00 $94.78 $310.67 $2,700.45
3. May 9, 2011 $810.00 $36.88 $110.09 $956.97
4, June 13, 2011 $1,350.00 $7.20 $176.44 $1,533.64
5. July 7, 2011 $1,037.50 $0.00 $134.88 $1,172.38
6. August 5, 2011 $310.00 $36.50 $40.37 $386.87
7. August 5, 2011 $280.00 $0.00 $36.40 $316.40
8. September 19, $3,337.50 $1.68 $434.10 $3,773.28
2011
9. October 11, 2011 $275.00 $0.00 $35.75 $310.75
TOTAL $12,260.00 $198.32 | $1,614.92 $14,073.24
Average Hourly Rate — | Total fees before GST $12,260.00+ Total hours of 18.4=
Before GST $666.30
TOTAL $14,073.24

TOR_LAW\ 7772073\1
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Deloitte & Touche LLP October 11, 2011
ATTN: Dan Weisz INVOICE: 17330747
Senior Vice President

Brookfield Place

181 Bay Street

Suite 1400

Toronto ON M35J 2V1

Our Matter:  T958691.1 /90669
RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No. 1 Inc.

TO OUR FEE:
Fees for Professional Services $275.00
HST on Fees 35.775
Total Fees and Taxes 310.75

TOTAL INVOICE BALANCE:

Total for this Invoice 310.75
[ Total HST: $35.75 ]
Please remit total invoice balance due: In Canadian Dollars $310.75

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon recelpt
_interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of this invoice

efrors and omissions excluded
GST/HST: 11936 4511 RT

" age 1 of 3
Gowling Lafleur Henderson LLP- Lawyers - Patent and Trade-mark Agents peee

1 First Canadian Place - 100 Hing Street West - Suite 1600- Toronte - Ontarie - M5X 1G5 - Canada T 416-862-7525 - F 416-882-7661 - gowlings.com
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October 11, 2011
INVOICE: 17330747

Deloitte & Touche LLP

Our Matter: T958691.1

Receivership of 1508669 Ontario Limited t/a West Park
Health Centre

103-111 Pelham, St. Catharines

Re: Sale to Southbridge Investment Partnership No. 1 by its
general partner SIPGP No. 1 Inc,

PROFESSIONAL SERVICES
Date Hours Timekeeper Description
05/09/2011 0.30 Harry R. Review issues re price and agreement revisions
VanderLugt
28/09/2011 0.10 CLiff Prophet L
Total Fees for Professional Services $275.00

terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all arounts not paid within one month from the date of this Inveice

emors and omissions excluded
page2of 3
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October 11, 2011
INVOICE: 17330747

Remittance Copy

Client: 90669 Deloitte & Touche LLP

Matter: T958691.1

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No.
1 Inc.

Amount Due; $310.75

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson ELP

Remit to: Gowling Lafleur Henderson LLP
1 First Canadian Place
Suite 1600
100 King Street W
Toronto, ON M35X 1G5
Canada

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:

SWIFTCODE: CIBCCATT

BENEFICIARY BANK: Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
MS5L 1G9

TRANSIT NUMBER: 0010-00002

BENEFICIARY ACCOUNT NAME: Gowling Lafleur Henderson LLP
Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1G5

BENEFICIARY ACCOUNT NUMBER(S): CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking information:
USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.teronto@gowlings.com

terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on ail amounts not paid within one month from the date of this invoice

errprs and omissions excluded
page3of3
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Deloitte & Touche LLP September 19, 2011
ATTN: Dan Weisz INVOICE: 17313830
Senior Vice President

Brookfield Place

181 Bay Street

Suite 1400

Toronto ON M5J 2V1

Our Matter:  T958691.1 / 90669 ;
RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre

103-111 Pelham, St. Catharines

Re: Sale to Southbridge Investment Partnership No. 1 by its general pariner SIPGP No. 1 Inc.

TO OUR FEE:
Fees for Professional Services $3,337.50
HST on Fees 433.88
Total Fees and Taxes 3,771.38
DISBURSEMENTS:
Disbursements (Taxable) 1.68
HST on Disbursements 0.22
Total Disbursements and Taxes 1.90
TOTAL INVOICE BALANCE:
Total for this Invoice 3,773.28
[ Total HST: $434.10]
Please remit total inveice balance due: In Canadian Dollars $3,773.28

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon receipt
Interest at the rate of 1.3% per annum will be charged on all amounts not paid withln one month from the date of this Involce

errors and omissions excluded
GST/HST: 11936 4511 RT
pageilof3
Gowling Lafleur Henderson LLP- Lawyers- Patent and Trade-mark Agents
1 First Canadiian Place - 100 King Street West - Suite 1600 -Toronte - Ontario - M5X 1G5 - Canada -T 416-862-7525 - F 416-862-7661 - gowlings.coom
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September 19, 2011
INVOICE: 17313830

Deloitte & Tounche LLP

Our Matter: T958691.1

Receivership of 1508669 Ontario Limited t/a West Park
Heaith Centre

103-111 Pelham, St. Catharines

Re: Sale to Southbridge Investment Partnership No. 1 by its
general partner SIPGP No. 1 Inc.

PROFESSIONAL SERVICES
Date Hours Timekeeper Deseription
10/08/2011  0.30 Harry R. Issues te due diligence, adjustment, extension-review and e-
VanderLugt messages
11/08/2011 0.30 Harry R. Extension and price adjustment agreement matters
VanderLugt
15/08/2011 0.30 CHff Prophet E-mail to solicitors for purchaser re motion date;
15/08/2011  0.50 Harry R, e - 1. (clcphone attendance
VanderLugt with D. Kuiper re extension terms, deal price adjustment and
process
18/08/2011  0.50 Harry R. Review amending agreement and proposal and related materials
VanderLugt
24/08/2011  0.20 Harry R. “ re proposed amendments
VanderLugt
25/08/2011 0.30 CILiff Prophet Review and comment on proposed changes to asset purchase
agreement; _
25/08/2011 0.70 Harry R. Review and consider proposed amendments Siuiiiigs
VanderLugt - -mcssage D. Kuiper
29/08/2011 1.60 Harry R R, 1 visc amending
VanderLugt agreement
31/08/2011  0.20 Harry R, E-messages; extension agreement
VanderLugt
Total Fees for Professional Services $3.337.50
DISBURSEMENTS
Taxable Costs
Long Distance Telephone $1.68
Total Taxable Disbursements $1.68

temms: due upon recelpt
interest at the rate of 2.3% per annurm will be charged on all amounts not paid within ane month from the date of Lhis invoice

ermors and omisslans excluded
page2of 3
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September 19, 2011
INVOICE: 17313830

Remittance Copy

Client: 90669 Deloitte & Touche LLP

Matter: T958691.1

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No.
1 Inc.

Amount Due: $3,773.28

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to:

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:
SWIFTCODE:

BENEFICIARY BANK:

TRANSIT NUMBER:

BENEFEFICIARY ACCOUNT NAME:

BENEFICIARY ACCOUNT NUMBER(S):

Gowling Lafleur Henderson LLP
1 First Canadian Place

Suite 1600

100 King Street W

Toronto, ON MS5X 1G5

Canada

CIBCCATT

Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
M5L 1G9

0010-00002

Gowling Lafleur Henderson LLP

Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1G5

CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking information:

USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com

tems: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not pald within one month from the date of this involce

errors and omissions excluded

page 3of 3
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Deloitte & Touche LLP August 5, 2011
ATTN: Dan Weisz INVOICE: 17290461
Senior Vice President

Brookfield Place

181 Bay Street

Suite 1400

Toronto ON MS5J 2V1

Our Matter:  T958691.1/ 90669
RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No. 1 Inc.

TO OUR FEE:
Fees for Professional Services $280.00
HST on Fees 36.40
Total Fees and Taxes 3106.40
TOTAL INVOICE BALANCE:
Total for this Invoice 316.40
[ Total HST: $36.40 ] )
Please remit total invoice balance duse; In Canadian Dollars $316.40

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: dug upon receipt
interest at the rate of 1.3% per annum will he charged on all amounts not pald within one month from the date of this invoice

errors and omissions excluded
GST/HST: 11936 4511 RT

Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents
1 First Canadlian Place - 100 King Street West - Sulte 1600- Tororito - Ontario - M5X 1G5 - Canaa-T 416-862-7525 -F 416-862-7661.- gowlings.com
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August 5, 2011
INVOICE: 17290461

Deloitte & Touche LLP

Our Matter: T958691.1

Receivership of 1508669 Ontario Limited t/a West Park
Health Centre

103-111 Pelham, St. Catharines _

Re: Sale to Southbridge Investment Partnership No. 1 by its
general partner SIPGP No. 1 Ine,

PROFESSIONAL SERVICES
Date Hours Timekeeper Description
14/07/2011  0.20 Harry R. E-message and agreement re extension
VanderLugt
15/07/2011  0.20 CIliff Prophet Call with lawyer for purchaser re adjournment of hearing date
for sale approval,
Total Fees for Professional Services $280.00

terms: due upon receipt
Interesl at the rate of 1.3% per annum will be charged on all amounts not paid wilhin one month from the date of this invoice

errors and omissions excluded
page20of 3



274

August 5, 2011
INVOICE: 17290461

Remittance Copy

Client: 90669 Deloitte & Touche LLP

Matter: T958691.1

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre

103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. | by its general partner SIPGP No.

1 Inc.
Amount Due: $316.40
PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to: Gowling Lafleur Henderson LLP
1 First Canadian Place
Suite 1600
100 King Street W
Toronto, ON M5X 1G5
Canada

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to;

SWIFTCODE: CIBCCATT

BENEFICIARY BANK: Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
MS5L 1G9

TRANSIT NUMBER: 0010-00002

BENEFICIARY ACCOUNT NAME: Gowling Lafleur Henderson LLP
Suite 1600, 1 First Canadian Place, Toronto, ON
MS5X 1G5

BENEFICIARY ACCOUNT NUMBER(S). CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking information:
USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com

terms: due upon recelpt
interest at the rate of 1.3% per annum will he charged an all amounts not paid within ane month from the date of this invoice

errors and omisslons excluded
pagedof 3
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Deloitte & Touche Inc, August 5, 2011
Attention: Daniel Weisz, Senior Vice President INVOICE: 17290447
Brookfield Place

181 Bay Street, Suite 1400
Toronto ON M5J 2Vi

Our Matter:  T958691 / 121969

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111 Pelham Road, St.
Catharines :

TO OUR FEE:

Fees for Professional Services $310.00

HST on Fees 40.30

Total Fees and Taxes ) 350.30
DISBURSEMENTS:

Disbursements (Taxable) 0.50

Disbursements (Non-Taxable) 36.00

HST on Disbursements 0.07

Total Disbursements and Taxes 36.57

TOTAL INVOICE BALANCE:

Total for this Invoice 386.87
[ Total HST: $40.37 ]
Please remit total invoice balance due: In Canadian Dollars $386.87

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts nat pald within one month from the date of this invoice

errors and omissions excluded
GST/HST: 11936 4511 RT

pagelof3
Gowling Lafteur Henderson LLP- Lawyers - Patent and Trade-mark Agents

1 First Canadian Flace . 100 Hing Street West - Suite 1600- Torento - Ontatio - M5 1G5- Canada -T 416862-7525-F 416-862-7661- gowlings.com
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Auvgust 5, 2011
INVOICE: 17290447

Mintz & Partners Limited

Our Matter: T958691

Receivership of 1508669 Ontario Limited t/a West Park
Health Centre 103-111 Pelham Road, St. Catharines

PROFESSIONAL SERVICES
Date Hours Timekeeper Description :
15/07/2011  0.30 Harry R. <SR -, {1 rencwal form; report
VanderLugt on registration;
19/07/2011  0.50 Hilary Chancey Paragon Health Care Inc. - attendance to file financing statement
renewal;
Total Fees for Professional Services $310.00
DISBURSEMENTS
Non-Taxable Costs
PPSA Registration $36.00
Total Non-Taxable Disbursements $36.00
Taxable Costs
Scanning Service $0.50
Total Taxable Disbursements $0.50

) terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of 1his invaice

errors and omissions excluded
page 20f 3
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Angust 5, 2011
INVOICE: 17250447

Remittance Copy

Client: 121969 Mintz & Partners Limited

Maiter: T958691

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111 Pelham
Road, St. Catharines

Amount Due: $386.87

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to: Gowling Lafleur Henderson LLP
1 First Canadian Place
Suite 1600
100 King Street W
Toronto, ON M5X 1G5
Canada

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:

SWIFTCODE: CIBCCATT

BENEFICIARY BANK: Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
MSL 1G9

TRANSIT NUMBER: 0010-00002

BENEFICIARY ACCOUNT NAME: Gowling Lafleur Henderson LLP
Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1G5

BENEFICIARY ACCOUNT NUMBER(S). CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking information:
USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com

. terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of this Invoice

errors and omissions excluded
page 3 of 3






Deloitte & Touche LLP
ATTN: Dan Weisz
Senior Vice President
Brookfield Place

181 Bay Street

Suite 1400

Toronto ON MS5J 2V1

Our Matter: T058691.1 / 90669

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre

103-111 Pelham, S{. Catharines

278

moentréal - ottawa - toronio - hamilton - waterloo region - calgary - vancouver - moscow - londoh

July 7, 2011
INVOICE: 17273906

Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No. 1 Inc.

TO OUR FEE:

Fees for Professional Services
HST on Fees
Total Fees and Taxes

TOTAL INVOICE BALANCE:

Total for this Invoice
[ Total HST: $134.88 1

Please remit total invoice balance due;

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

In Canadian Dollars

terms: due upon receipt
interest at the rata of 1.3% per annum will be charged on all amounts nal paid within one month from the date of this Invoice

effors and omissions excluded
GST/HST: 11936 4511 RT

Gowiing Lafleur Henderson LLP-Lawyers - Patent and Trade-mark Agents

$1,037.50
134.88

1,172.38

1,172.38

$1,172.38

pagelot3
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July 7, 2011
INVOICE: 17273906

Deloitte & Touche LLP

Our Matter: T958691.1

Receivership of 1508669 Ontario Limited t/a West Park
Health Centre

103-111 Pelham, St. Catharines

Re: Sale to Southbridge Investment Partnership No. 1 by its
general partner SIPGP No. 1 Inc.

PROFESSIONAL SERVICES
Date Hours Timekeeper Description
08/06/2011  0.60 Harry R. *ﬁusﬁng key dates after due diligence extension;
VanderLugt revise and forward amending agreement for signing; e-messages
re additional inspection authorizations and reporis
16/06/2011 0.40 Harry R. E-message purchaser solicitor X2 re agreement items, court order
VanderLugt efc; d review agreement
_ re obligation to provide Renewal Report
21/06/2011 0.50 CIlitf Prophet Calls with purchaser; call with Commercial List; instructions re
request form; call to union counsel; Booking date with
Commercial List Office; call from office
Total Fees for Professional Services $1.037.50

termns: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of this invoice

emors and omissions excluded
page2of 3
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July 7, 2011
INVOICE: 17273906

Remittance Copy

Client: 90669 Deloitte & Touche LLP

Matter: T958691.1

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Petham, St, Catharines
Re: Sale fo Southbridge Investment Partnership No. 1 by its general partner SIPGP No.
t Inc.

Amount Due: $1,172.38

PAYMENT BY CHEQUE: a

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to: Gowling Lafleur Henderson LLP
1 First Canadian Place
Suite 1600
100 King Street W
Toronto, ON M5X 1G5
Canada

PAYMENT BY WIRE TRANSFER;

Pay by Swift MT 103 Direct to:

SWIFTCODE: CIBCCATT

BENEFICIARY BANK: Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
M5L 1G9

TRANSIT NUMBER: 0010-00002

BENEFICIARY ACCOUNT NAME: Gowling Lafleur Henderson LLP
Suifte 1600, 1 First Canadian Place, Toronto, ON
M3X 1G5

BENEFICIARY ACCOUNT NUMBER(S): CDN Account: 38-51311
USD Account; 03-54112

International payments intermediary banking information:
USD BOFAUS3IN (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com
ying by p p

i terms: due upen recelpt
interest at the rate of 1.3% per annum will be charged on all ameunts not pald within one month from the date of this invoice

errors and amissions excluded
page 3 of 3
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Deloitte & Touche LLP June 13, 2011
ATIN: Dan Weisz INVOICE: 17251740
Senior Vice President

Brookfield Place

181 Bay Street

Suite 1400

Toronto ON MS5J 2V1

Our Matter:  T958691.1 /90669
RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Peiham, St, Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No. 1 Inc.

TO OUR FEE:
Fees for Professional Services $1,350.00
HST on Fees 175.50
Total Fees and Taxes 1,525.50
DISBURSEMENTS:
Disbursements (Taxable) 7.20
HST on Disbursements 0.94
Total Disbursements and Taxes 8.14
TOTAL INVOICE BALANCE:
Total for this Invoice 1,533.64
[ Total HST: $176.44 ] )
Please remit total inveice balance due: Im Canadian Dollars $1,533.64

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms; due upon receipt
interest at the rate of 1.3% per annum wilt be charged on all amounts not pald within one month from the date of this Invoice

errors and omlisslons excluded
GST/HST: 11936 4511 RT
pagelof3
Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents
1. First Canadian Place - 100 King Street West - Suite 1600 - Toronta - Ontario - MSX 165 . Canada -T 416-862-7525 - F 418 862-7661 - gowlings.com
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June 13, 2011
INVOICE: 17251740

Deloitte & Touche LLP

Our Matter: T958691.1

Receivership of 1508669 Ontario Limited t/a West Park
Health Centre

1€3-111 Pelham, St. Catharines

Re: Sale to Southbridge Invesitment Partnership No. 1 by its
general pariner SIPGP No. 1 Inc.

PROFESSIONAL SERVICES
Date Hours Timekeeper Description
03/05/2011  0.20 Harry R. Telephone attendance with purchaser solicitor re title matters

VanderLugt including foreclosure
04/05/2011  0.40 Harry R. Telephone attendance with and e-message purchaser solicitor re

VanderLugt MOH side letter; review and update letter form and forward to

H. Bricks

05/05/2011  0.30 Harry R. Telephone attendance with and e-message purchaser solicitor re

VanderLugt sideletter issues, draft revisions and forward
09/05/2011 0.20 Harry R. E-message and telephone attendance with purchaser solicitor

VanderLugt and clerk re scope pf authorizations and agreement terms
11/05/2011  0.20 Harry R. E-message from and purchaser solicitor; g NNy

VanderLugt h
16/05/2011  0.20 Harry R. Attendances re MOH sideletter completion and WSIB

VanderLugt authorization
24/05/2011  0.50 Harry R. E-messages re extension; draft amending agreement and letter to

VanderLugt solicitor; e-message re ashestos inspection and report

Total Fees for Professional Services $1.350.00
DISBURSEMENTS
Taxable Costs
Scanning Service $0.25 i:‘
Postage $1.25 i:'
Photocopying - External , $5.70
Total Taxable Disbursements $7.20 i.}

terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of thls invoice

errors and omissions excluded
page 2of 3
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June 13, 2011
INVOICE: 17251740

Remittance Copy

Client: 90669 Deloitte & Touche LLP

Matter: T958691.1

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre

103-111 Peiham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGF No.

1 Inc.
Amount Due: $1,533.64
PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to: Gowling Lafleur Henderson LLP
1 First Canadian Place
Suite 1600
100 King Street W
Toronto, ON M5X 1G5
Canada

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:

SWIFTCODE: CIBCCATT

BENEFICIARY BANK: Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
M5L 1G9

TRANSIT NUMBER: 0010-00002

BENEFICIARY ACCOUNT NAME: Gowling Lafleur Henderson LLP
Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1G5

BENEFICIARY ACCOUNT NUMBER(S): CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking information:
USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com

terms: due upon recelpt
Interest at the rate of 13% per annum will be charged on all amounts not paid within one month fram the date of this nvoice

efrors and omissions excluded
page3of 3
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mafiréal - ottawa - teronto - hamilton - waterloo region - calgary - vancouver - moscow - fondorn

Deloitte & Touche LLP May 9, 2011
ATTN: Dan Weisz INVOICE: 17230878
Senior Vice President

Brookficld Place

181 Bay Street

Suite 1400

Toronto ON M35J 2V1

Our Matter:  T958691.1 / 90669
RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. I by its general partner SIPGP No. 1 Inc.

TO OUR FEE:
Fees for Professional Services $810.00
HST on Fees 105.30
Total Fees and Taxes 915.30
DISBURSEMENTS:
Disbursements (Taxable) 36.88
HST on Disbursements 4,79
Total Disbursements and Taxes 41.67
TOTAL INVOICE BALANCE:
Total for this Invoice 956.97
[ Total HST: $110.09 ]
Please remit total invoice balance due: In Canadian Dollars $956.97

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

: terms: due upon recelpt
interest at the rate of 1.3% per annum will be charged on all amounts not pald within: one month from the date of this Invoice

errors and omissions excluded
GST/HST: 11936 4511 AT

1ot 3
Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents rrante

1 First Canadian Place - 100 King Street West - Suite 1600 - Tofordc - Ontario- MSX 1G5 - Canada -T 416-862-7525 . F 416-862-7661.- gowlings com
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May 9, 2011
INVOICE: 17230878

Deloitte & Touche LLP

Our Matter: T958691.1

Receivership of 1508669 Ontario Limited t/a West Park
Health Centre

103-111 Pelham, St. Catharines

Re: Sale to Southbridge Investment Parinership No. 1 by its
general partner SIPGP No. 1 Inc.

PROFESSIONAL SERVICES
Date Hours Timekeeper Description
30/03/2011 0.50 Harry R. E-message, prep and forward execution copies of purchase
VanderLugt agreement
11/04/2011 030 Harry R. E-message solicitor; deliver executed agreement; approval for
VanderLugt release of deposit cheque from escrow
13/04/2011  0.40 Harry R. E-message from solicitor; review key dates schedule; locate and
‘ VanderLugt review survey and forward;
Total Fees for Professional Services $810.00
DISBURSEMENTS
Taxable Costs
Courier $5.08
Courier - FedEx $31.80
Total Taxable Disbursements $36.88

. terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of thils invoice

ermors and omissions excluded
page2of 3
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May 9, 2011
INVOICE: 17230878

Remittance Copy

Client: 90669 Deloitte & Touche LLP

Matter: T958691.1 .

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No.
1 Inc.

Amount Due: $956.97

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to:

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:
SWIFTCODE:

BENEFICIARY BANK:

TRANSIT NUMBER:

BENEFICIARY ACCOUNT NAME:

BENEFICIARY ACCOUNT NUMBER(S):

Gowling Lafleur Henderson LLP
1 First Canadian Place

Suite 1600

100 King Street W

Toronto, ON MS5X 1G5

Canada

CIBCCATT

Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
M5L 1G9

0010-00002

Gowling Lafleur Henderson LLP

Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1G5

CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking information:

USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-rnail the remittance details to payments.loronto{@gowlings.com

lerms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounis not pald within one month from the date of this invoice

erors and omissions exciuded

page3of 3
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montréal - ottawa - toronto - hamilton - waterloo region - calgary - vancouver - moscow - london

Deloitte & Touche LLP April 8, 2011
ATTN: Dan Weisz INVOICE: 17211606
Senior Vice President

Brookfield Place

181 Bay Street

Suite 1400

Toronto ON M5 2V}

Our Matter:  T958691.1/ 90669
RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No. 1 Inc.

TO OUR FEE:

Fees for Professional Services $2,295.00

HST on Fees 298.35

Total Fees and Taxes 2,593.35
DISBURSEMENTS:

Disbursements (Taxable) 94.78

HST on Disbursements 12.32

Total Disbursements and Taxes 107.10

TOTAL INVOICE BALANCE:

Total for this Invoice 2,700.45
[ Total HST: $310.67 ]
Please remit total invoice balance due: In Canadian Dollars $2,700.45

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon receipt
interest at the rate of 1.3% per will be charged on all not paid within one month from the date of this invoice

errors and atnissions excluded
GST/HST: 11936 4511 RT
page 1 of 3
Gowling Lafleur Henderson LLP- Lawyers - Patent and Trade-mark Agents

1 First Canadian Place - 100 King Sireet Wast - Sulte 1600 - Toronta - Ontario- M5X 1G5 - Canada - T 416-862-7505. F 4168627661 - gowlings.com
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April 8, 2011
INVOICE: 17211606

Deloitte & Toucke LLP

Our Matter: T958691.1

Receivership of 1508669 Ontario Limited t/a West Park
Health Centre

103-111 Pelham, St. Cathariunes

Re: Sale to Southbridge Investment Partnership No. 1 by its
general pariner SIPGP No. 1 Inc.

PROFESSIONAL SERVICES

Date Hours Timekeeper Description

15/03/2011  1.00 Harry R. E-message from pscher solicitor; revise purchase agreement; e-
VanderLugt message to solicitor

16/03/2011  0.20 Harry R. e co:nplction of
VanderLugt agreement and outstanding matters; f'u with solicitor

22/03/2011 1.40 Harry R. Telephone attendance with D. Kuiper; e-message and telephone

VanderLugt o, . (rafi revisions;; further review with
solicitor; forward revised draft

23/03/2011 0,40 Harry R. Review revisions; e-message to solicitor forward agreement
VanderLugt
29/03/2011  0.40 Harry R. E-message from solicitor; e-message to and Sl iR
VanderLugt re changes; revise and forward
Total Fees for Professional Services $2.295 .00
DISBURSEMENTS
Taxable Costs
Scanning Service $0.50
Long Distance Telephone $0.28
TeraView (Ontario) Online Searches & Registration - Taxable $94.00
Total Taxable Disbursements $94.78

terms: due upon recefpt
interest at the rate of 1.3% per annum will be charged on all amounts not paid within one monih from the date of this Invoice

ermrors and omissions excluded
page 2 of 3
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April 8, 2011
INVOICE: 17211606

Remittance Copy

Client: 00669 Deloitte & Touche LLP

Matter: T958691.1

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No.
1 Inc.

Amount Due: $2,700.45

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafieur Henderson LLP

Remit to:

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:
SWIFTCODE:

BENEFICIARY BANK:

TRANSIT NUMBER:

BENEFICIARY ACCOUNT NAME:

BENEFICIARY ACCOUNT NUMBER(S):

Gowling Lafleur Henderson LLP
1 First Canadian Place

Suite 1600

100 King Street W

Toronta, ON M5X 1G5

Canada

CIBCCATT

Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
MS5L 1G9

0010-03002

Gowling Lafleur Henderson LLP

Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1G5

CDN Account: 38-51311
USD Account: 03-54112

Internatienal payments intermediary banking information:

USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com

lerms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not paid wilhin one month from the date of this invoice

errors and omissions excluded

page 2af 3
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inontréal - ottawa - toronto - hamilton - wateroo region - calgary - vancouver - moscow - london

Deloitte & Touche L1LP March 16, 2011
ATTN: Dan Weisz INVOICE: 17195563
Senior Vice President

Brookfield Place

181 Bay Street

Suite 1400

Toeronto ON M5J2V1

Our Matter:  T958691.1/ 90669
RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No. 1 Inc.

TO OUR FEE:
Fees for Professional Services $2,565.00
HST on Fees 333.45
Teotal Fees and Taxes 2,898.45
DISBURSEMENTS:
Disbursements (Taxable) 21.28
HST on Disbursements 2.77
Total Disbursements and Taxes 24.05
TOTAL INVOICE BALANCE:
Total for this Invoice 2,922.50
[ Total HST: $336.22 ]
Please remit total invoice balance due: In Canadian Dollars $2,922.50

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

tarms: due upon recelpt
interest at the vate of 1.3% per annum will be charged on all amounts not paid within one month from the date of this invoice

efrors amd omlissions excluded
GST/HST: 11936 4511 RT

Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents
1 First Canacdian Place - 100 King Street West - Suite 1600 Tofonto - Onitario- M5X 1G5 Canada -T 416-862-7525.F 416-862-7651 - gowdings.com
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March 16, 2011
INVOICE: 17195563

Deloitte & Touche LLP

Our Matter: T958691.1

Receivership of 1508669 Ontario Limited t/a West Park
Health Centre

103-111 Pelham, St. Catharines

Re: Sale to Southbridge Investment Partnership No. 1 by its
general pariner SIPGP No. 1 Inc.

PROFESSIONAL SERVICES
Date Hours Timekeeper Description
13/01/2011  0.30 Harry R. Review revised offer; d NN
VanderLugt
21/01/2011  0.20 Harry R. Recetve, review and forward list re assurned contracts
VanderLugt
02/02/2011 2.20 Harry R. Southbridge Purchase Agreement-review, clean up and revise
‘ VanderLugt agreement and complete property schedules for agreement and
for vesting order ; obtain and review updated searchs for
schedules
09/02/2011  0.50 Harry R. Revise schedules; forward further draft of agreement to receiver
VanderLugt
17/02/2011 0.40 Harry R. Purchase Agreement schedules and completion
VanderLugt
18/02/2011 0.20 Harry R. Complete and forward agreement for review
Vanderlogt
Total Fees for Professional Services $2.565.00
DISBURSEMENTS
Taxable Costs
Scanning Service $21.00
Long Distance Telephone $0.28
Total Taxable Disbursements $21.28

terms: due upon receipt
Interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of this inveice

errors and omisslons excluded
page2of 3
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March 16, 2011
INVOICE: 17195563

Remittance Copy

Client; 90669 Deloitte & Touche LLP

Matter; T958691.1

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre
103-111 Pelham, St. Catharines
Re: Sale to Southbridge Investment Partnership No. 1 by its general partner SIPGP No.
1 Inc.

Amount Due: $2,922.50

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to: Gowling Lafleur Henderson LLP
1 First Canadian Place
Suite 1600
100 King Street W
Toronto, ON M5X 1G5
Canada

PAYMENT BY WIRE TRANSFER:

Pay by Swift MT 103 Direct to:

SWIFTCODE: CIBCCATT

BENEFICIARY BANK: Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
MS5L 1G9

TRANSIT NUMBER: 0010-00002

BENEFICIARY ACCOUNT NAME: Gowling Lafleur Henderson LLP
Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1G5

BENEFICIARY ACCOUNT NUMBER(S): CDN Account: 38-51311 L
USD Account: 03-54112 '

International payments intermediary banking information:
USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronto@gowlings.com

terms: due upon receipt
interest at the rate of 1.3% per annum will be charged on all amounts not paid within one month from the date of this invoice

errors and omissions excluded
page3of 3
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