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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 Ontario Limited
(“1508669”) will make a motion to the Court on Tuesday, February 22™, 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.




THE MOTION IS FOR:

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

(a)

(b)

(©)

(d)

(e)

()

(9)

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;

approving the Receiver's actions and activities with respect to the
receivership of Paragon, Paragon Ontario and 1508669;

approving the fees and disbursements of the Receiver and those of its
counsel as set out in the Sixth Report of the Receiver dated February 15,
2011 (the “Sixth Report™);

authorizing and directing the Receiver to distribute funds in the amount of
$2,000,000 held by the Receiver as proposed in the Sixth Report;

approving the sale by the Receiver to Gem Health Care Group Limited
(“GEM” or the “Purchaser”) of the property, assets and undertaking of
Paragon and Paragon Ontario constituting Casa Verde Health Centre,
Casa Verde Retirement Home and Casa Verde Independent Living Centre
(the “Purchased Assets”), as more particularly described in an
Agreement of Purchase and Sale (the “APS”) between the Receiver as

vendor and GEM as purchaser;

providing for the vesting of the Purchased Assets in GEM, free and clear
of all encumbrances except those specifically permitted under the APS;

~and

sealing Appendices “K” and “L” to the Sixth Report, being an appraisal
letter in relation to the Purchased Assets and an unredacted version of the
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APS, respectively, pending the successful completion of the GEM
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.8.0. 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 Trust Company (“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 Paragon for the principal amount of $10,217,600 as
subsequently amended and assigned to Peoples by assignment of
charge/mortgage of land registered June 15, 2000 as instrument number

TR061724, and related personal property security {the “Casa Verde First
Mortgage”).
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As of February 14", 2011, the outstanding balance of the Casa Verde First
Mortgage was $17,020,316.87, inclusive of principal and interest.

The Receiver seeks this Honourable Court's authorization and direction to
distribute surplus funds which it now holds to Peoples in the amount of
$2,000,000 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

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

stakehoiders of the business, including, primarily, the mortgagee, Peoples Trust
Company.

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

Ontario Limited for sale.

In response to the listing with Jensen Realty, GEM submitted an offer to
purchase the Purchased Assets and on or about October 20, 2010, the Receiver
and GEM entered into the APS.




10.

1.

12.

s

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 GEM evidenced by the APS (the “Transaction”) represents the

~ highest and best realization available in respect of the Purchased Assets and is

commercially reasonable.
The Transaction and APS are acceptable to Peoples Trust Company.

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

THE FOLLOWING DOCUMENTARY EVIDENCE WILL BE USED AT THE

HEARING OF THE MOTION:

1.

The Sixth Report of the Receiver dated February 15, 2011;

2 The Affidavit of Hartley M. Bricks sworn February 14, 2011;

3. The Affidavit of Harry R. Vanderlugt sworn February 14, 2011; and

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

Date: February 15, 2011 GOWLING LAFLEUR HENDERSON LLP

Barristers & Solicitors

Suite 1600, 1 First Canadian Place
100 King Street West

Toronto, Ontario M5X 1G5

Clifton P. Prophet (LSUC No. 34845K)
Frank Lamie (LSUC No. 54035S)

- 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 future assets, undertakings and properties
of Paragon Health Care Inc.,, Paragon Health Care
(Ontario) Inc. and 1508669 Ontario Limited

TO: THE SERVICE LIST




Schedule “A”

Court File No. 06-CL-6233

T ONTARIO
-5 SUPERIOR COURT OF JUSTICE
.k COMMERCIAL LIST
=7 THE HONOURABLE ) TUESDAY, THE 22"° DAY
)
JUSTICE CUMMING ) OF FEBRUARY, 2011
)

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.5.0. 1990, C.C-43

g% BETWEEN:
A PEOPLES TRUST COMPANY
: Applicant

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

Respondents

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 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.
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2.

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

ON READING the Notice of Motion, the Sixth Report of the Receiver (the “Sixth
Report”) and the Affidavits of Harry Vanderlugt sworn February 14, 2011, filed, and
Hartley M. Bricks sworn February 14, 2011, filed, and upon hearing the submissions of
counsel for the Receiver, no other parties attehding.

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 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 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 Ontaric and 1508669 as respectively set out in
Appendices “N”, “O” and “P” to the Sixth 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 October 1, 2008 to October 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 Lafieur
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
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 $2,000,000.00 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
ONTARIO
i SUPERIOR COURT OF JUSTICE
- COMMERCIAL LIST
44" THE HONOURABLE TUESDAY, THE 22"° DAY
JUSTICE CUMMING ' OF FEBRUARY, 2011
T
" | BETWEEN:
A PEOPLES TRUST COMPANY
ﬁ‘s “&.&
=
i B Applicant
-and -
. ;1 PARAGON HEALTH CARE INC. and 1508669 ONTARIO LIMITED
|
i@% Respondents

APPROVAL AND VESTING ORDER

THIS MOTION, made by Deioitte & Touche Inc,, in its capacity as the Counri-
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, Toronto, Ontario.

10
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ON READING the Sixth Report and on hearing the submissions of counsel for

the Receiver, [®<Insert names of other parties appearing.>], no one appearing for
any other person on the service list, although properly served as appears from the
affidavit of Alma Sullivan sworn February 15, 2011, filed:

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

2. THIS COURT ORDERS that Appendices “K™ and “L” to the Sixth Report, being a
certain appraisal letter in relation to the Purchased Assets and an unredacted copy of
the APS, shall be treated as confidential and shali be sealed and segregated from the
public record, pending the closing of the Transaction contemplated by the APS.

3. THIS COURT ORDERS AND DECLARES that upon the delivery of a Receiver'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 toc the
Purchased Assets described in the APS shall vest absolutely in the Purchaser, free 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 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
Securily Act (Ontario) or any other personal property registry system; and (iii) those
Claims listed on Schedule C hereto (all of which are collectively referred fo as the

‘Encumbrances”, which term shall not include the permitted encumbrances, easements

11




-3-

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.

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 form prescribed by
the Land Registration Reform Act (Ontario) duly executed by the Receiver, the Land
Registrar is hereby directed to enter the Purchaser as the owner of the subject real
property identified in Schedule B hereto (the “Real Property”) in fee simple, and is
hereby directed to delete and expunge from title to the Real Property all of the Claims
listed in Schedule C hereto.

5. 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 Purchrased 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. |

6. THIS COURT ORDERS AND DIRECTS 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 Canada Personal
Information Protection 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 APS. The Purchaser shall maintain and protect the privacy of such information and
shall be entitled to use the personal information provided to it in @ manner which is in all

material respects identical to the prior use of such information by the Debtor.

12




-4-
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 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 settiement, fraudulent preference, assignment,
fraudulent conveyance, transfer at under value or other challengeable or voidable
transaction under the Bankruptfcy 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 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.

13




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 Ontaric 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 properties
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 “APS”) 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

14
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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.

C. 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. Thg 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 Care Inc. and Paragon
Health Care (Ontario) Inc. and not in its
personal capacity

Per:

Name:
Title:

15




SCHEDULE B

SUBJECT REAL PROPERTY

3595 Keele Street, North York, Ontario

Part of Lot 17, Concession 3, WYS, designated as Part 1 on Plan 64R-9597 together
with an easement over Part of Lot 17, Concession 3, WYS, designated as Part 1 on

Plan 64R-11024, as described in instrument number TB328847, City of Toronto,
Property Identifier Number 10181-0039(LT)

16
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SCHEDULE C
CLAIMS TO BE DELETED AND EXPUNGED FROM TITLE TO REAL PROPERTY

1. Paragon Health Care Inc. / Soins de Sante Paragon Inc. under transfer
instrument number TB646693 and application for change of name of 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 instrument
number TR53329; '

(i)  charge instrument number TR62546:

(iv)  general assignment of rents instrument number TB953232 as
assigned by instrument number TR61725;

(V) general assignment of rents instrument number TR62547;

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

(i) 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;

(ii) 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 Klosler, Smith,
Nixon & Co. LLP, under charge instrument number AT911777.
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Her Majesty the Queen as represented by the Minister of Finance, Ontario witnig
respect to a claim under the Corporations Tax Act, 5 Park Home Avenue, 2
Floor, 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 Limited, under
instrument number AT1048439.
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SCHEDULE D

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

(unaffected by the Vesting Order)

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

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

TOR_LAW\ 75834131
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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 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
praétices of Deloitte & Touche LLP and Mintz & Partners LLP, the name of the Receiver
was changed to Deloitte & Touche Inc. (“Deloitte”).
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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 35935
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™).

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

Verde.

On April 4, 2007, the Honourable Justice Cumming granted an Oxder (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 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 Aungust 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.ving, 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 counsel; and (iii)
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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 grahted an Order (the
“December 23 Order”) approving, among other things (i) a distribution of $1,000,000
from Paragon to Peoples; (it) the fees and disbursements of the Receiver and those of its
counsel; and (iii) the Receiver’s actions and activities of the Receiver from June 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;
e 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.
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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 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.

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 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

under 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
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 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:

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

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

¢ improved appearance of Casa Verde Nursing Home through repairs and

maintenance authorized by the Receiver and effected through Diversicare; and

* 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 Lry to increase

the occupancy 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 MOHLTC, a Plan of Corrective Action
was submitted by Casa Verde which was accepted by the MOHLTC. A copy of the
correspondence from the MOHL.TC 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.

Pursuant to the Long-Term Care Homes Act, 2007, S.0 2007, ¢.8 (the “LTCHA™), all
operators of long-term care homes (“HSP”) were required by July 1, 2010 to enter into 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 HSP in return for that funding. On July 13, 2010, following various
communications between the Receiver and the Central LHIN regarding the applicability
of certain wording in the SAA taking into account Paragdn’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, 2010, pursuant to section 99 of the LTCHA, the MOHLTC issued a Long-
Term Care Home Licence to Paragon for 252 beds. The effective period 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
August 31, 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 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

Recelver 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 1 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
restructuring 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 Summary, 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 (o

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

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,
depreciatipn 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 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%.

Ministry of Health and Long-Term Care

Compliance Matters

28.

29.

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 previously 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”.

28




30.

31.

32.

33.

The issues identified by the MOHLTC that lead to the enhanced enforcement and
cessation of admissions were related 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.

By letter dated 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 unannounced enforcement inspections. A

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

By letter dated May 4, 2010, the MOHLTC advised that it was permiiting West Park to
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
3,2010. A copy of the May 4, 2010 (incorrectly dated May 4, 2009) letter is attached
hereto as Appendix “H”.

On July 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 pursuaat to section 153 and/or 154 of the
LTCHA. A copy of the Inspection Report and Order(s) of the Inspector is attached hereto
as Appendix “I”. Diversicare has advised that ali 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.

On July 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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35.

- 10 -

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.

On July 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 June 30, 2025.

Operating Results

36.

37.

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 counsideration 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

shoulid return to those levels experienced in the 2006 to 2009 period.

In addition to the operating expenses referred to on the Operating Statement Summary,
over the Results Period, 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 tepairs 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 set out in the Fourth

Report. The First Sale Process failed to result in acceptable offers for the Homes.
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39.

40.

-11 -

On May 30, 2008, the Receiver, with the concurrence of Peoples, engaged John A. Jensen
Realty Tnc. (“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 to its
proprietary database of contacts of partics interested in senior’s housing opportunities and
has 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 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 July 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. In 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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44.

45.

46.
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In order to consider the GEM offer, the Receiver commissioned an in dependent appraisal
of Casa Verde by Carmichael Wilson Property Consultants Ltd. (“CWPC”). On April 23,
2010, CWPC provided its market value appraisal to the Receiver which had an effective
date of March 12, 2010. The cover letter to the CWPC appraisal (the “CWPC 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
July and August 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 Amending Agreement No. 1 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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48.

49,
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save and except for the Permilted 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. Asaresult, 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

ili} ~ 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 is attached hereto as Appendix “M”. The
MOHLTC has recently advised the Receiver that the Nursing Home Licensing Process
could take four to six months, or even longer, to complete before the license transfer 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

sitilar 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 agreement to
extend the date by which the MOHLTC will have approved the purchase by GEM and the
issuance 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. For 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 Court.

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 Receiver 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 March 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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53.

54.

55.

56.
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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 mutnally agreed to terminate the transaction.

In September 2009, Peoples sought the Receiver’s consent to commence a foreclosure
action on its second mortgage on West Park (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 December
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 WP Holdings the

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

against 1508669 is unaffected by the Foreclosure Action.

Following WP Holdings’ foreclosure on the second mortgage, 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.

The Receiver also commissioned an independent appraisal of Casa Verde by CWPC. On
April 23,2010, CWPC provided its market value appraisal to the Receiver which had an
effective 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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60.
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62.

- 16 -

After reviewing the terms of the Party “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 earlier 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
I‘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 letters 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 Receiver,
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 are 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 seck 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”, 0’ 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 compliance 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 Receiver borrowed $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 unable 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
Paragon $ 2,802,950
Paragon Ontario 3,801
1508669 51,485
Total $ 2,858,236

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

68.

69.

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

With respect to the property, asscts 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.
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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 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; (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

72.

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 sworn 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
performed for the Recetver, 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 exhibits 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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75.

76.

7.
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Lang Michener has not incuired 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.

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 secking an order approving the following:

i) the actions and activities of the Receiver from December 15, 2009 to February 14,

2011,

i1) the Receiver entering into and completing the GEM APS and the granting of an

approval and vesting order;

iii)  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;

iv) a distribution to Peoples in the amount of $2,000,000 to be applied against interest
outstanding on the Casa Verde First Mortgage; and

v) 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 Coutt.

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

Edﬁ&k& <+ 767”% f/\JQ

Daniel R. Weisz, CA*CIRP, CIRP  Hartley Bricks, MBA, CA*CIRP, CIRP
Senior 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 Bankruptcy and
Insolvency Act, R.S.C. 1985, c. B-3, and under section
101 of the Courts of Justice Act, R.S.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. C-43, as amended (the "CJA")
appointing Mintz & Partners Limited (“Mintz") as interim receiver and receiver and
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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”, aithough duly served as appears from the affidavit
of service of Carla 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 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 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 reat property
described in Appendix “B” hereto.
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RECEIVER’'S POWERS

4,

THIS COURT ORDPERS 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 foillowing where the Receiver considers it

necessary or desirable: !

(a)

(b)

(C)

(d)

(e)

to take possession and control 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 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;
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®

(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
security 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, c. N-7, as
amended and the regutations thereunder (the “NHA") and related policy
(and which amounts will bé 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 do.cuments of whatever nature in
respect of any of the Property, whether in the Receiver's name or in the
name and on behaif 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 pemits, 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 proéecution 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)

(P)

settle or compromise any such proceedings, including, without limitation,
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 harket any or all of the Property, including advenrtising and soliciting
offers in respect of the Property or any part or pars 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 paris
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 Mortgages 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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()

(r)

()

(t)

{u)

and to share information, subject to such terms as to confidentiality as the
Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the
Property against title to any or all of the Property;

to apply for any permits, licences, approvalé 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 Debtors 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,

and in each case where the Receiver takes any such actions or steps, it shafl be
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, (ii) 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 (i) 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, shall grant immediate and continued access to the Property to the
Receiver, and shall 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
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 io, recover and fully copy all of
the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and
copying the information as the Receiver in its discretion deems expedient, and
shall not alter, erase or destroy any Records without the prior written consent of
the Receiver. Further, for the purposes of this paragraph, all Persons shall
provide the Receiver with all such assistance in gaining immediate access to the
information in the Records as the Receiver may in its discretion require including,
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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

8.

THIS COURT ORDERS that no proceeding, enforcement process, or extra-
judicial proceeding in ahy 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:

(@) 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,

_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.5.0. 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, 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

11.

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 Receiver 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 which the Debtors are entitled directly 1o 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, insurance,
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 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 all such goods or
services received after the date of this Order are paid by the Receiver in
accordance with normal payment practices of the 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 of the Property and the collection of any accounts
receivable in whole or in part, whether in existence on the date of this Order or
hereafter coming into existence, shall be deposited into one or more new
accounts to be opened by the Receiver (the "Post Heceivefship 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.

- 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 to the Supplementary
Affidavit of James Dysart (the “Labour Agreements”), which Mintz is heraby
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, to commence proceedings against the Receiver or,
if applicable, the Trustee in Bankrupicy, 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 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 shall maintain and protect the privacy of
such information and limit the use of such information to its evaluation of the
Sale, and if it does not complete a Sale, shall return all such information to the
Receiver, or in the alternative destroy all such information. The purchaser of any
Property shall be entitled to continue to use the personal information provided to

-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 shall require or obligate
the Receiver to 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 contrary to any federal, provincial 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 other contamination including,
without limitation, the Canadian Environmental Protection Act, the Ontario
Environmental Protection Act, the Ontario Water Resources Act, or the Ontario
Occupational Health and Safety Act and regulations thereunder (the
“Environmental Legislation"), pfovided 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 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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18,

20,

Person, including, withqut 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
fnonies in its hands, against its fees and disbursements, including legal fees and
disbursements, incurred at the normal rates and charges of the Receiver or its
counsel, and such amounts shall constitute advances against its remuneration
and disbursements when and as approved by this Court.

FUNDING OF THE RECEIVERSHIP

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, including interim expenditures. The
whole of the Property shall be and is hereby charged by way of a fixed and
specific charge (the "Receiver's Borrowings Charge") as security for the payment
of the monies borrowed, together with interest and charges thereon, in priority to
all security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subordinate in priority to the Receiver's
Charge.

-13 -
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22.

23.

24.

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.

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.

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,

26.

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 liabiiity 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.

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 COURT ORDERS that the Receiver may from time to time apply to this
Court for advice and diractions in the discharge of its powers and duties
hereunder.

-14-
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28.

29.

30.

31.

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 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 F{eceiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist
the Receliver 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 Plaintiffs 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 NGt
LE / DANS LE REGICTRI MO

JAN 7 4 Zuilb

PEH!PAFQA/
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f APPENDIX “A”
SERVICE LIST

TO: PARAGON HEALTH CARE INC.
3595 Keele Street
Toronto, Ontario
M3J tM7

Attention: Gerald Harquail, President

AND TO: 1508669 ONTARIO LIMITED
103-111 Pelham Road
St. Catherines, Ontario
L2S 159

Attention: Gerald Harquail, President

AND TO: 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 Employees and its Local 1263 and the Nursing
Homes and Related Industries Pension Plan

AND TO:  MINISTRY OF FINANCE, Insolvency Unit
. 33 King Street West, 6" Floor
Oshawa, Ontario
L1H 8H5
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AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

DEPARTMENT OF JUSTICE (CANADA)
Ontaric 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

Salicitors for Mintz & Partners Limited

Ginette Harquail

c/o Paragon Health Care Inc.
3595 Keele Street

Toronto, Ontario

M3J 1M7

MINISTRY OF HEALTH AND LONG TERM CARE
56 Wellsley Street West, 9™ Floor

Toronto, Ontario

M7A 2J9

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 $ , being
part of the total principal sum of $ which the Receiver is authorized to

borrow under and pursuant to the Order.

2. The principal sum evidenced by this certificate is payable on demand by the
Lender with interest thereon calculated and compounded [daily][monthly not in advance
onthe _______ 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 o 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, All 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 kability 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 cerificate.

6. The charge securing this certificate shall operate so as 1o 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

TOR_LAW\ 622039541

, 2006.

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

Per:

Name:

Title:

-20-
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Court File No. 06-CL-6233

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

BETWEEN:

PEOPLES TRUST COMPANY
Applicant

~and -

PARAGON HEALTH CARE INC. AND 1508669 ONTARIO LIMITED

Respondents

Fifth Report to the Court of Deloitte & Touche Inc.,
as Interim Receiver and Receiver and Manager of
Paragon Health Care Inc., Paragon Health Care (Ontario) inc.
and 1508669 Ontario Limited

INTRODUCTION

1. Pursuant to an Order of the Ontario Superior Court of Justice (Commerctal 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 1508869 Onfario Limited (“1508669") (collectively, the
“Companies”) 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 Receiver 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.

Doc#504410v4
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Fifth Report to the Court of Mintz & Partners Limited as December 14, 2009
Interim Receiver and Receiver and Manager of Court File No. 06-CL-6233
Paragon Health Care Inc., Paragon Health Care {Ontario} Inc.

and 1508669 Ontario Limited Page 2

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 aﬁ Order (the “April 4, 2007 Order“)-
' approving, among other things () a distribution of $200,000 from 1508669 to Peoples Trust
Company {“Peoples”), the first secured creditor; {ii) the Receivers activities from the Appointment
Date to March 26, 2007; and (jii) the fees and disbursements of the Receiver and those of its
counsel. In support of the application, the Receiver submitted its First Report to the Court dated
March 26, 2007 (“First Report").

8. On August 21, 2007, the Honourable Justice Cumming granted an Order approving the Receiver
commencing a marketing and sale pracess for the Homes (the “Sale Process Order”). In support
of the motion, the Receiver submitted its Second Report fo the Court dated July 27, 2007 (the
"Second Report”),

6. 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.

7. On July 2, 2008, the Honourable Justice Karakatsanis granted an Order approving, among cther
things (i) a distribution of $800,000 from 1508669 to Peoples, (i) the fees and disbursements of
the Receiver and those of its counsel; and (i) changing the name of the Receiver to Deloitte. In
support of the app[iceition. the Receiver submitted its Fourth Report to the Court (the “Fourth

Report”) dated June 25, 2008,
8. The purpose of this Fifth Report of the Receiver (the "Fifth Report’) is to:
e update the Court on the operation of the Homes;

e update the Court on the status of the ongoing marketing and sale process for the Homes;
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Fifth Report to the Court of Mintz & Partners Limited as December 14, 2009

Interim Receiver and Receiver and Manager of

Court File No. 06-CL-6233

Paragon Health Care Inc., Paragon Health Care (Ontario) Inc.
and 1508669 Ontario Limited _ Page 3

counsel,

g. Capitalized terms not defined in this Fifth Report are as deﬁﬁed in the Appcintment Order. All
references to dollars are in Canadian currency unless otherwise noted.

TERMS CF REFERENCE

10. In preparing this Fifth 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 audit or other
verification of such inforration. 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.

1. The Recsiver 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 independent legal advice, the Receiver has sought the counse! of Lang
Michener LLP ("Lang Michener”).

OPERATIONS

12. The Receiver has continued to operate the Facilities pursuant to the powers and duties under the
Appeintment Order.

Casa Verde

Occupancy

13, At the Appointment Date, Casa Verde Nursing Home was approximately 67% occupied and Casa

» request the Court's approval of a proposed distribution of $1,000,000 from Paragon to
Peoples; and

» request the Court's approval of the fees and activities of the Receiver, and those of its

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 November 30, 2009, and
as discussed iater herein, the Receiver has made capital expenditures of approximateiy

12
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Fifth Report to the Court of Mintz & Partners Limited as - December 14, 2009

Interim Receiver and Receiver and Manager of

Court File No. 08-CL-6233

Paragon Heaith Care Inc., Paragon Heaith Care (Ontario) Inc.
and 1508669 Ontario Limited Page 4

14.

15.

$1,150,000 since the Appointment Date.

As of December 3, 2009, Casa Verde Nursing Home is approximately 92% occupied while Casa
Verde Retirement Home is at 56% occupancy. For 2009, Casa Verde Nursing Home has
averaged approximately 95% occupancy while Casa Verde Retirement Home has averaged
approximately 60% occupancy. These occupancy levels are virtually identical to those reported
approximately one year ago in the Second Report. The increase in occupancy since the
Appointment Date can be atiributed to the following:

* a more concerted marketing campaign by Casa Verde, including marketing of the local
Community Care Access Centre which places new applicants in homes;

« achange over lo a more experienced senior management team;
» the creation of model suites for a better presentation fo potential residents;

= improved appearance of Casa Verde Nursing Home through repairs and main_tenance
authorized by the Receiver and effected through Diversicare; and

* ageneral decrease in available beds in competitor nursing homes in the North Toronto
area,

The Receiver continues to work with Diversicare to develop strategies fo try to increase the
accupancy of Casa Verde Retirement Home.

Ministry of Hgaith and Long-Term Care

16.

In late August and early September 2009, 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 respectto the
unmet standards identified by the MOHLTC, a Plan of Corrective Action was submitted by Casa
Verde which was accepted by the MOHLTC. A copy of the correspondence from the MOHLTC
dated November 23, 2009 and the Long-Term Care Home Review Summary Report is attached
hereto as Appendix “B”,

13
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interim Receiver and Receiver and Manager of

Court File No. 06-CL-6233

Paragon Health Care Inc., Paragon Health Care (QOntario) Inc.

and 1508669 Ontario Limited Page 5
Accreditation
17. 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 MOMLTC
that assesses the quality of services provided in nursing homes. The next accreditation survey of
Casa Verde Nursing Home is scheduled for 2010. On April 8, 2009, Casa Verde Retirement
Home received accreditation from the Ontario Retirement Communities Association and was

admitted to its membership.

Human Rights Complaint

18.

In August 2008, a nurse (“HR Applicant”) engaged through a temporary employment agency
made an application under Section 34 of the Human Rights Code naming "Casa Verde Health
Center' as the respondent. The HR Applicant had alleged discrimination based on race while
working at Casa Verde Nursing Home. The Recelver defended the applicatidn. first through
mediation, which was rejected by the HR Applicant, and then at a tribunal, at which the HR
Applicant failed to appear. On June 3, 2009, the Human Rights Tribunal of Ontario dismissed the
HR Applicant's application.

Operating Results

19,

20.

Attached hereto as Appendix “C* is an operafing statement summary for Casa Verde Nursing
Home for the period January 24, 2006 to September 30, 2009 (the “Results Period"). Casa

- Verde Nursing Home has generated positive net income (before consideration of interest,

depreciation and capital expenditures) of approximately $3.4 miltion over the Resuits Period.
Monthly results at Casa Verde Nursing Home continue to show an upward trend due to the
positive impact of increased occupancy commencing in July 2006.

Over the Results Period, the Recelver has incurred approximately $230,000 in restructuring costs
which relate to appraisal fees and severance and termination costs for terminated employees
{referred to in the Fourth Report). The Receiver does not anficipate incurring any further
significant restructuring costs for the balance of fiscal 2009. As setout earlier in this Fifth Report,
the Receiver has expended approximately $1,150,000 in capital expenditures for Casa Verde.
The significant expenditures relate to remediation of the roof of Casa Verde, replacement of

14
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21,

certain HVAC components, refurbishment and improvement of certain wings of the building to
bring these areas back into use in order to allow for full occupancy at Casa Verde, and the
purchase of new fumniture and fixtures.

Attached hereto as Appendix “D” is an operating statement summary for Casa Verde Retirement
Home for the Resuits Period. Casa Verde Retirement Home has experienced a net operating loss
of approximately $1.2 million (before consideration of interest, depreciation and capital
expenditures) over the Results Period as a result of occupancy levels in the 50% to 80% 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

22,

Occupancy at West Park has remained relatively consistent at an average rate in excess of 97%
since the Appointment Date.

Ministry of Health and Long-Term Care

23.

24,

25.

in October 2008, the MOHLTC completed its 2008 annual review of West Park during which the
MOHLTC identified certain unmet criteria. West Park submitted a plan of corrective action to the
MOHLTC to address the unmet criteria which the MOHLTC determined to be acceptable. Copies
of the annual review and the plan of cormrective action are attached hereto as Appendix “E”.

In January and February 2009, the MOHLTC conducted five investigations following complaints it
received. For each complaint, West Park submitted a plan of corrective action which was
accepted by the MOHLTC. Copies of the complaint investigations and the pians of corrective
action are attached hereto as Appendix ap

The MOHLTC conducted its 2009 annual review of West Park in July 2009. The MOHLTC
Identified certain unmet standards and West Park submitted plans of corrective action on August
7, 2009 to address the unmet standards. Copies of the Repart of Unmet Standards or Criteria and
the plans of corrective action are attached hereto as Appendix “G".

15
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26.

27.

On August 13, 2009, representatives of the MOHLTC met with the Receiver together with
Diversicare and key staff from West Park to discuss the results of the MOHLTC's 2009 annual
review and to advise that due to ongoing concerns related to the care and services provided at
West Park and the inability to sustain corrective actions, effective August 13, 2009, West Park
was to be subject to enhanced inspection and monitoring for a period of not less than 90 days. A
copy of correspondence dated August 13, 2009 from the MOHLTC discussing ts reasons forits
decision to place West Park in enhanced inspection and monitoring is attached hereto as

Appendix “H”. Subsequent to that meeting, West Park submitted further plans of corrective

action to the MOHLTC.

For the 90 day period after August 13, 2009, West Park was subjected to enhanced inspections

and monitoring, with a comprehensive review undertaken by the MOHLTG on November 3, 4, and .

5,2009. On November 12, 2009, representatives of the MOHLTC met with the Receiver together
with Diversicare and key staff from West Park to discuss the results of that review, a copy of which
is attached hereto as Appendix “I”. At that meeting, the MOHLTC advised that due to lack of
progress in addressing the identified areas of non-compliance and unmet criteria over the
enhanced inspection and monitoring period, the MOHLTC was initiating enforcement inspection
activities at West Park for a 90 day period. A copy of correspondence dated November 13, 2009
from the MOHLTC discussing its reasons for its decision to place West Park in enforcement
inspection is attached hereto as Appendix "J”. The Receiver is working with Diversicare to
ensure approptiate stéps are taken at West Park to address the identified areas of non-
compliance.

Operating Resufts

28,

28.

Attached hereto as Appendix “K” is an operating statement summary for West Park for the
Results Period. Consistently strong occupancy at West Park has over the Results Period
generated positive net operating income of $1,089,736 (before consideration of inferest,

depreciation and capital expenditures}.

Over the Results Period, the Receiver has expended approximately $360,000 in capital
expenditures for West Park. The significant expenditures refate to remediation of the roof,
replacement of substantially all of the windows of the building and replacement of flooring in

certain sections of West Park.

16

69




Fifth Report ta the Court of Mintz & Partners Limited as December 14, 2009

Interim Receiver and Receiver and Manager of

Court File No. 06-CL-6233

Paragon Health Care Inc., Paragon Health Care (Ontario) Inc. '
and 1508669 Ontario Limited Page 8

Lantana Circle Property

30.

31.

32,

33.

34,

On April 3, 2009, the Receiver was advised that it, along with 1508669, Elk Island Developments
Inc. ("Elk Island"} and Canadian Imperial Bank of Commerce ("CIBC"} had been added as parties
to a civil dispute being tried in the Superior Court of Justice betWeen Saysamone Sanoubane and
Gerald Harquail, the principal of the Companies (the “Sanoubane Action”). The Sanoubane
Action invoives a claim for spousal and child support brought by Ms. Sanoubane against Mr.
Harquail. Ms. Sanoubane is also apparently claiming part ownership of 4 Lantana Circle, St.
Catharines (“Lantana Circle"), a residence in which she had resided in at the time she brought the
Sanoubane Action, and a Certificate of Pending Lifigation was issued against Lantana Circle as
ordered by the Court as part of the Sanoubane Action.

The Receiver was initially made aware of the Lantana Circle property in June 2008 when counsel
for CIBC contacted the Receiver to advise that the mortgage that CIBC held on Lantana Circle
was in default and that CIBC intended to enforce the morigage and dispose of the property under
power of sale proceedings. Upon looking into this matter, the Receiver discovered that 1508669
had been the registered owner of Lantana Circle until approximately one week prior to the
Appointment Date when the property was transferred for consideration of $2 to Elk Island, a
company controlled by Mr. Harquail. Also on the transfer date, Elk Island granted a $400,000
charge on Lantana Circle to Ginette Harquail, Mr. Harquail's spouse.

The Receiver advised counsel for CIBC in July 2008 that it was the Receiver's position that the
transfer of Lantana Circle to Elk Island constituted a fraudulent conveyance, that the charge
granted to Ginette Harquail constituted a settlement and that any proceeds from sale in excess of
CIBC's first mortgage should be held pending a review of these transactions and a determination
of ownership of Lantana Circle.

The Receiver notes that Ms. Sanoubane did not seek leave of the Court as required under the
Appointment Order prior to obtaining the Order adding the Receiver to the Sanoubane Action.

Kronis Rotsztain Margles Cappe! (“Kronis”), Counsel for CIBC, has advised the Receiver that in
September 2009 they were successful in a motion they brought to evict Ms. Sanoubane from

17
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35,

36.

Lantana Circle. Kronis has also advised that prior to listing 4 Lantana Circle for sale, CIBC has
commissioned certain repairs to the property includihg mmoﬁng mould that has accumulated In
the indoor swimming pool. Kronis indicated that they anticipate listing the property for sale in the
spring of 2010,

Kronis estimates CIBC's first mortgage on Lantana Circle at $470,000, which includes payment of
outstanding property taxes but does not include Iegal feas or any repair costs. Kronis indicated
that once the repairs to the property are complete, they will obfain an appraisal of the property
which they will provide to the Receiver. Kronis confirmed that they intend to have any proceeds in
excess of CIBC's mortgage pald into Court pending the Receiver's challenge to the ownership
transfer to Elk Island and the charge provided to Ms. Harquail.

Based on Kronis’ commitment to pay any excess proceeds into Court, the Receiver proposes to
await the determination of the amount remaining in excess of CIBC's mortgage claims .before
further pursing remedies in relation to the transfer of the Lantana Circle property and the charge
provided to Ms. Harquail.

MARKETING AND SALES PROCESS

37.

38.

39.

Following the issuance of the Sales Process Order, 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 result in acceptable offers for the Homes.

On May 30, 2008, the Receiver, with the concurrence of Peoples, engaged John A. Jensen Realty
Inc. (*Jensen”) fo list the Homes for sale. Jensen's expertise is the marketing and sale of nursing
and retirement home facilities. On September 30, 2009, and with the concurrence of Peoples, the
Receiver extended its listing agreement with Jensen with respect to Casa Verde to March 31,
2010. As set out below in more detail, the listing agreement for West Park has not been renewed

to date.

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

efforts by the Receiver.

18
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Casa Verde

40.

4,

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. Howaver, on April 3, 2009, the potential purchaser terminated its letter of
intent in accordance with Its terms.

On July 3, 2009, the Receiver entered into a letier of intent with a second party ("Second
Purchaser”) for the sale of Casa Verde. The Receiver provided the Second Purchaser with
various materials for it to conduct its due diligence and with a draft agreement of purchase and
sale. In late November 2009, and following extensive negotiations and discussions with the
Second Purchaser, the Second Purchaser informed the Receiver that at the present time it would
not be proceeding any further with the transaction. The Receivér has terminated the Second
Purchaser's letter of intent in accordance with its terms and is consulting with Jensen concerning
the re-marketing of Casa Verde.

West Park

42,

43.

On February 26, 2009, the Receiver entered Into a letter of intent with a potential purchaser for the
sale of West Park (the "West Park Purchaser”). The Receiver provided the West Park Purchaser
with a draft agreement of purchase and sale and various documents requested by the West Park
Purchaser in order that the West Park Purchaser 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 (“Definitive APS") by March 24, 2009 (the "APS Deadline”). By the APS Deadline, the
parties had not entered into a Definitive APS, however, the Receiver and the West Park Purchaser
agreed that they would continue to negotiate and that the Waest Park Purchaser would continue to
conduct its due diligence on the property notwithstanding the passing of the APS Deadline.
Despite this extension, and followirig extensive negotiations and discussions, the parties could not
agree on the terms of a Definitive APS and in mid-August 2009, the parties mutually agreed to
terminate the transaction.

In September 2009, Peoples sought the Receiver's consent to commence a foreclosure action on
its second mortgage on West Park (the "Foreclosure Action”). After receiving advice from Lang

19

12




Fifth Report to the Court of Mintz & Partners Limited as December 14, 2009

Interim Receiver and Receiver and Manager of

Court File No. 068-CL-6233

Paragon Health Care Inc., Paragon Health Care (Ontario) Inc.
and 1508669 Ontario Limited Page 11

43,

Michener, the Receiver provided its consent on September 5, 2009.

Peopies subsequently issued a staternent of claim in connection with the Foreclosure Action which
it served on the Recesiver and 1508669. Peoples is in the process of attempting 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 is continuing the
Foreclosure Action. It is the Receiver's understanding that the Foreclosure Action will extinguish
the second mortgage on West Park (and Casa Verde, as both properties secured the same debt)
and will make WP Holdings the registered owner of West Park; the first mortgage is to be
unaffected.

Following Peoples’ foreclosure on the second mortgage, the Receiver, in consultation with
Peoples, intends to continue to operate West Park and may explore redevelopment options before
making further attempts to sell the property. As a result, the Receiver did not re-list West Park
with Jensen after the listing agreement expired on September 30, 2009. However, the Receiver
has informed Jensen that notwithstanding that there is no listing agreement in place, the Receiver
is willing to entertain serious offers of interest that may be presented to Jensen.

INTERIM STATEMENTS OF RECEIPTS AND DISBURSEMENTS

48,

47.

Attached hereto as Appendices “L”, *M” and “N” are the Receiver's Interim Statements of
Receipts and Disbursements for the periad January 24, 2008 to December 7, 2009 (the “R&D”) for
each of Paragon, Paragon Ontaric and 1508669, respectively. The R&D’s 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 19and 28
of this Fifth 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. The Receiver provides the requisite
funding to Diversicare and holds the balance in its trust agcount.
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48. As set out in the R&D's, the current cash balances in the Receiver's trust accounts as at
- December 7, 2009 in respect of each of the Companies is as follows:

Company Cash Balance
Paragon 8 1,771,707
Paragon Ontario 3,795
1508669 166,571

Total $ 1,942,073

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 frust account.

49, Diversicare maintains sufficient cash balances in its operating accounts for working capital
purposes. Diversicare's operating accounts contain the following cash balances as at December
7, 2009:

Facility Cash Balance

Casa Verde Health Centre $ 721,128

Casa Verde Retirement Home _ 159,084

West Park ' 418,775

Total $ 1,298,987

PROPOSED DISTRIBUTION TO PEOPLES
50, As indicated above, the Receiver has approximately $1,770,000 in its Paragon frust account.

51. With respect to the property, assets and undertaking of Paragon and the business of Casa Verde,
Peoples holds the security described in the attached Appendix “0”, including a charge/mortgage
of land made in favour of First National Financial Corporation by Paragon, dated May 30, 1984 and
registered as Instrument No. TB853231 as subsequently amended and assighed to Peoples and
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52.

53.

registered June 15, 2000 as Instrument No. TR061724 {the "Qasa 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 indicated that Peoples’ security over Paragon was legal, valid and
binding.

A copy of Peoples’ Statement for Discharge Purposes as of December 7, 2009 with respecito the
Casa Verde First Mortgage is attached hereto as Appendix "P”. As of December 7, 2009, the

outstanding balance (principal and interest) under the Casa Verde First Mortgage is

$15,790,287.35. Peoples had praviously 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 Recelver has determined that $1,000,000 would be an appropriate amount to distribute to
Peoples as payment against arrears interest on the Casa Verde First Mortgage and is seeking the
Court's approval for same. 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 Recelver in respect of the period
following the Appointment Date.

STATEMENTS OF ACCOUNT OF THE RECEIVER AND ITS COUNSEL

54.

55,

The Receiver's fees for services rendered for the period June 1, 2008 to September 30, 2009 are
particularized in the Affidavit of Hartley M. Bricks swom December 14, 2009 and the invoices
attached as exhibits thereto. The total amount of the invoices for this period is $205,158.59 in
respect of Paragon and $105,363.83 in respect of 1508669. The invoices have been redacted
where they refer to matters that are subject to privilege.

The fees and disbursements of Gowlings, counsel for Peoples Trust, in respect of work performed
for the Receiver, for the period May 22, 2008 to November 18, 2009 are particularized in the
Affidavit of Harry Vanderlugt sworn December 14, 2009 and the invoices are attached as exhibits
thereto. The total amount of the Invoices for this period is $72,191.54 in respect of Paragon and
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56.

57.
58.

59.

$35,650.93 in respect of 1508689. The invoices have been redacted where they refer to matters

that are subject to privilege.

The fees and disbursements of Lang Michener, the Receiver's independent counsel, for the period
June 1, 2009 to September 30, 2008 are particularized in the affidavit of Leslie A. Wittlin. The total
amount of the invoices for this period is $3,203.81, all in respect of 1508669. The invoices have
been redacted where they refer to matters that are subject to privitege.

The Receiver has reviewed the invoices of Gowlings and Lang Michener and finds the work
performed and charges to be appropriate and reasonable.

The Receiver has sought and received the approvat of Peoples prior to taking interim draws
against the fees of the Receiver, Gowlings and Lang Michener,

The Receiver is seeking the Court's approval of its activities up to the date of this Fifth Reportand
its fees as set out above.

RECEIVER'S REQUEST TQ THE COURT

60.

The Receiver is respectively seeking an order approving the following:

i the actions and activities of the Receiver from June 26, 2008 to December 14, 2009, the
date of this Fifth Report, together with this Fifth Report,

ii) a distribution to Peoples in the amount of $1,000,000 to be applied against amounts
outstanding on the Casa Verde First Mortgage; and

fii)) the fees and disbursements of the Receiver for the period from June 1, 2008 to
September 30, 2009, the fees and disbursements of Gowlings for the period from May 22,
2008 to November 18, 2009, and the fees and disbursement of Lang Michener for the
period June 1, 2009 to September 30, 2009.
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All of which is respectfully submitted to this Honourable Court.

DATED this 14" day of December, 2009.

DELOITTE & TOUCHE INC.
Interim Receiver and Receiver and Manager of

Paragon Health Care Inc., Paragon Health Care (Ontario) Inc.

and 1508669 Ontario Limited

Mcﬁ&{ Gqu, I;L(_ .

Daniel R. Weisz, CA*CIRP, CIRP Hartley Bricks, MBA, CAsCIRP, CIRP

Senior Vice President Vice President

C\Users\dweis2\AppData\Floaming\Hummingblrd DM\TempWINTZ-#489457-v1-Court_Repoit_5_-_Paragon.DOC
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Ministry of Health Ministadre de la Santé

and Long-Term Care ot des Soins de longue durée z/ O ntarlo
Health System AccountabRity and Division de |a respensabllisation et de Ia Remote Offices:
Performance Divislon performance du systéme de santé Performance Improvement and Compliance Branch
Performance Improvement'and Direction de I'amélioration de le performance
Compliance Branch et de 1a conformicé 3rd Floor
Torento Service Area Office Bureau régional de services de Toronte 465 Davis Drive
Newmarket ON L3Y 8T2 1-300-486-4935
55 St, Cluir Avenue West, 8" Floor 55, avenue St, Clalr ouest, 8° étage Fax : 1-905-954-4702
Toronte ON M4Y YT Toronte ON M4V ZY7 34 Simeoe Street
Telephone; (416) 325-9660 Téléphone : (416} 325-2660 Barrle QN L4N 6T4 Fax : 1-705-739-6473
1-366-311-8002 1-866-311-8002
Fax: (416) 327-4486 Télécopleur ; (416) 3274486

APR 2 0 2010

Mr, Richard Stewart
Administrator

Casa Verde Health Centre
3595 Keele Street

North York, ON M3J 1M7

Dear Mr. Stewart;

Please find enclosed the Long-Term Care Home Review Summary Report for the review of
care and services conducted on February 3, 4, 2010,

This Follow-up Annual report must be posted for public viewing in a conspicuous place in your

Nursing Home, in accordance with Section 123(a) of the Nursing Homes Act and Regulation
832,

1 would like to remind you that under the Freedom of Information and Protection of Privacy Act,
all information retained by the Ministry of Health and Long-Term Care relating to your home is
subject to public release.

A copy of the report must be available without charge to any resident of the home upon
request. The report will also be on file with the Health System Accountability and
Performance Division, Performance Improvement and Compliance Branch, Toronto Service

Area Office.

Thank you for your co-operation.

Yours truly,

anda Williams, BSc., BASc., CPHI(C)  Tiina Tralman Saran Daniel- Dodd R. N

Environmental Advisor Dietary Advisor Compliance Advisor
/am
Encl:
c: Legislative Library OANHSS
Concerned Friends CCAC

OLTCA Compliance Advisor
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Ministry of Health Ministéra de [a Santé . i .
and Long-Term Care et des Soins de longue duréde 0 Ontarlo
Health System Accountability and Division de 1a raspons abiisation st de 1a ‘

Patformanee Division performance du systéme de santé

Performance Improvement and Direction da fameéligration de Ia performance

Compliance Branch et de (a conformilé -

55 St, Clair Avenus Wast, 8" Floor 53, avenue St. Clair ouest, 8" élage

Toronta ON M4V 2%7 Toronlo ON MAaV 2¥7

Telephone: (416} 327-7461 Téléphane : {416) 327-7461

Fax: (416) 327-7603 Téaldcopielr ; (418) 327-7602

January 6, 2010

Eric Hall

Regiohal Manager
Diversicare

212 Argentia Road, Suite 301

Hartley Bricks

Deloitte & Touchs

1 Concorde Gate, Suite 200
Toronto, DN M3G 4G4

Dear Mr. Hall and My, Bricks:
Re; Buspension of Admissions to Wast Park Health Centre

| ar writing to inferm you that pursuant to subsection 20.1(17) of the Nursing Homes Act, 1 have
directed the designated placement coordinator, the Hamilion Miagara Haldimand Brant
Community Care Access Gentre (CCAC) to cease authorizing admissions at West Park Health
Centre, effective January 6, 2010, The suspansion of admissions will he in effect for a period of
30 days and is subject to the conditions sst out in the attached addendum.

The ceasing of admissions is being directed due to continuing and recumng contraventions of
the service agreement, the Act, and the regulations by the licenses. These contraventions
include on-going and recurring non-compliance with regulatary requirements and standards and
criteria set out in the Long-Term Care Homes Program Marnual. The areas of non-compliance
involve serlous risk in the provision of safe resident care, programs and services at the home as
found by Minisiry of Health and Long-Term Care (MOHLTC) inspectors.

The flicensee is required to confinue to complete and submit to the Ministry a plan outlining
corrective actions to address the areas of non-compliange, The plan should be forwarded to the

attention of Anr-Marie Case, Manager (A}, Hamilton Service Area Office (HSAQ) every two
weeks.

The Ministry will continue to conduct inspections of the care, programs and services provided at
the home, Further conditions may be impesed if ofher areas of non-compliance are foupd,
Failure to meet the conditions set out in the addendum, and any other conditions that are
imposed may lead the Minlstry to pursue further action under the Act, the service agreement
and/or the Health Facilities Special Orders Act.

wd2
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We recognize West Park Health Centre’s commitment to achieve sustained compliance with
Minlstry requirements. I, prior to the end of the 30 day period, the Ministry is satisfied that West

Park has achieved sustained compllance with Ministry reguirements, | will songider whether to
lifi. the suspension of admissions, '

If you have any questions, please contact Ann-Marie Case, Manager {A), Hamilton Service Area
Office, at (905) 546-8273.

Sincersly,

im Bum

Director, Performance Improvement and Compliance Branch
Dirgctar under s.s, 3(2) Nursing Homes Acl

Attachment

c Ken Deane, Assistant Deputy Minister, Health System Accountability and
Performance Division
Sandy Knipfel, Senior Manager, Compliance & Enforcement
Ann-Marie Case, Manager (A), Hamilton Service Area Office '
Pat Mandy, Chief Executive Officer, Hamilton Niagara Haldimand Brant LHIN
Matody Miles, Executive Director, Hamilton Niagara Haldimand Brant
Community Gare Access Centre
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ADDENDUWM to Letter of January 6, 2010
Re: West Park Health Gentre — Enforcement and Geasing of Admissions

The inspections conducted by (he ministry staff of Hamilton Service Area Office indicate that this
long-term care hame continues to present seriaus, prevalent and recurrent risk to residents,

The key areas of risk and concemn, as well as MOHLTC requirements as related to thess Key
areas of risk are ¢utlined below.

1} Lack of provisien and respact for resident's rights. In this regard the home must:
+ Ensure there Is a system in place for monitoring the care being provided to residents that
respects their right to be treated with dignity and respect at all times.
» Ensure there is a system in place that provides residents with an environment that is free
of menta! and physical abuse.
+ Ensure that complaints/suggestions from residentsAamily including resident's council are

documented, investigated and respended to in accordance within MOHLTC
expectations.

2) Lack of assessment, planning, care provision, monitoring and evaluation throughaout
the home specific to resident risk. In this regard, tha home must:
+ Ensure the development and implemantation of a risk management program that
Includes identification of resident risk.
» Ensure each resident receives assessment, planning, care provision, meonifering and
evaluation of care related to their needs with specific attention to;
Responsive behaviors;
Changes in clinical conditions;
Pain management;
Falis;
Bowel management;
Level of assistance required for eating;
Diabetes management; and
Hygiene neads.

BNO MR LN

3) Lack of provision, monitoring and evaluation in relation to infection control practices
throughout the home. In this regard, the home must:

» Ensure there are readily available supplies to support infection prevention and control
praclices, including supplies for Routine Praciices.
*» Ensure each resident is screened for tuberculesis on admission,

« Ensure that the infaction prevention and contral pragram is included in the pragram for
surveillance, monitoring, evaluating and improving quality.

A2
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4} Lack of assessment provision, monitoring and evaluation of care for residents in
physical restraints. In this regard the home must:

Ensure residents are assessed prior to the application of a physical restraint and that
approprigte orders are obtainad.

Ensure when a physical restraint is applied that it is applied in a safe manner and that
there is regular monitoring of the resident to ensure the device remains safely applied.

Ensure residents receive care, including monitoring, release and re-position, of the
device when in physical reatralnts

5) Lack of provision, monitoring and evaluation of resident care throughout the home
specific to nutritional care. In this regard, the home must:

Ensure that nutritional care is provided to residants in accordance with assessed needs,
including interventions associated with therapeutic diets, diet textures, fluid
consistencies, apecial requirements, level of asslstance required for eating, and assistive
deviceas,

Ensure that an in-depth assessment is completed when there is a change in resident
condition.

6} Lack of provision, monitoring and evaluatmn of regident care plans. In this regard,
the home must:

Ensure care plans are reflective of residents’ current needs and are hased on the
infarmation abtained through a comprehensive assessment process,

Ensure that resident care plans are evaluated for effactiveness and revised or modifisd
as necessary.

Ensure that care plans provide clear direction to staff providing care.
Ensure that referrals are made to other disciplines to address residents’ current needs.

7} Lack of provision, monitoting and evaluation of a comprehensive Meal Production
program. In this regard, the home must:

Ensure all meals are prepared and served according to the approved menus.

Ensure all texture modified meals are of the appropriate consistency and texture.
Ensure sufficient quantities of foods are prepared and available at meals.

Ensure each resident receives lhe proper diet in relation to texture, type, portion size
and any special requirement and/or restrictions.

Ensure adeguate supplies are available for meal service,

Ensure that diet information is reflectiva of the physician orders, nutritional assessments,
and care plan directions.

Ensure clear direction is provided to staff preparing and portioning meals.

8) Lack of provision, monitoring and evaluation specific to weight momturmg In this
ragard, the home must:

Ensure each resident is weighed or re-weaighed as raquired. ,
Ensure each resident sxperiencing weight loss/gain is assessed and referred to the
Registered Dietitian for appropriata follow-up.

Ensure plans of care are modified to address resident specific needs.
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March 5, 2010

Mr. Eric Hall

Regivnal Manager
Diversicare

212 Argentia Road, Stite 301
Streetsvilla ON  LBN 24

Mr. Hartley Bricks

Vice President

Deloitte & Touche

1 Concorde Gate, Suite 200
Toronto ON  M3GC 434

Dear Mr, Hall and Mr. Bricks:
Re: West Park Health Centre -~ Lifting Cessatlon of Admissions

This letier is further to my correspondencs of February 4, 2010, which advised that effective
February 4, 2010, | had directed the Hamilton Niagara Haldimand Brant Community Care

Access Centre (CCAC) o continue to cease authorizing admissions to West Park Health Centre
for an additional 30 days.

This letier will serve to inform you that | have directed the CCAC o resume autharlzing
admissions 1o West Park Health Cenfre, effective March 5, 2010, on the basis set out below.

During a telaconference on Friday, March 5, 2010, with you, representatives fram West Park
Health Centre, members of the Compliance Team, and Ann-Marie Case, Manager (A), Hamilton
Sarvice Area Office it wae agreed that admissions to the home will initially be limited to one {1}
per week for the first Iwo (2) weeks starting the week of March 8, 2010, and two {2) per waek Tor
the following two (2) weeks. By the week of April §, 2010, we will have further discussions with
your team to determine the rate of future admissions,

The kome remains subject to unannounced enforcement inspection and monitoring by ministry
staff for an additional 90 day period, effective March 5, 2070, A risk review will be gonducted
prior o the end of the 80 day enforcement peried. In the lifting of suspensions at this time, the
Ministry of Health and Long-Term Gare (Ministry) acknowledgas that some progress has besn
made by the home to address areas of significant risk to residents. The home is, of course,

expected to continue corrective actions in relation to the areas of risk which are outiined in the
addendum.

il
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Tha Compliance Status Report should continue to be forwarded to tha Hamilton Service Area
Office every two (2) weeks. The next submisslon is dus on March 5, 2010.

if you have any questions, please contact Ann-Marie Case, Manager {A), Hamilton Service Area
Cifice (HSAQ) at {905) 546-8273.

Sincerely,

Tim Burns

Director, Performance Improvement and Compliance Branch
Diracior under s.5. 3(2} Nursing Homes Act

Attachment

c Kan Dsane, Assistant Deputy Minister, Health System Accountability and
Performancs Division
Sandy Knipfel, Senior Manager, Compliance & Enforcemant
Ann-Marie Case, Manager (A), Hamiiten Service Area Office
Pat Mandy, Chief Execufive Officer, Hamilfen Niagara Haldimand Brant LHIN
Melody Miles, Executive Director, Hamilton Niagara Haldimand Brant
Community Care Access Cenire
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ADDENDUM to Letter of March 5, 2010

Re: West Park Health Gentre — Enforcement and Lifting Cessation of Admissions

The inspections conducted by the ministry staff of Hamilton Service Area Office indicate that this
Jong-term care home continues to present serious, prevatent and recurrent risk to residents.
The key areas of risk and concarn, as well as Ministry of Health and Long-Tenm Care
(MOHLTC) requiremenis as related to these key areas of risk are outlinad below.

1) Lack of provision and respect for resident’s rights. In this regard the home must;

+ Ensure there is a system in place for monltoring the care being provided 1o residents that
respects their right to be treated with dignity and respact at all imes.
Ensure there is a system in place that provides residents with an environment that is free
of mental and physical abuse.
Ensure that complalnts/suggestions from residents/family Including resident’s councl are
documented, investigated and responded fo in accardance within MOHLTC

expactations.

2) Lack of asaessment, planning, care provision, monitoring and evaluation throughout
the home specific to resident risk. 1n this regard, the home must:

Ensure the development and implementation of a risk managemant program that

includes identification of resident risk.

Ensure each resident receives assessment, planning, care provision, monitesing and

evaluation of care related to thelr needs with specific attention to:

O N@ LN

Responsive behaviors;
Changes In clinical conditions;
Pain management;

Bowel management;

Level of assistance required for eating;
Diabetas management; and

Hygiene needs.

3) Lack of provision, monlforing and evaluation in refation to infection control practices
throughout the home. In this regard, the home must:

Ensure there are readily available supphies to support Infection prevention and controt

practioss, Including supplies for routine practices.

Ensure sach resident Is screened for tuberculosis on admission.

Ensure that the infection preventlon and control program is included in the program for

surveillance, monitoring, evaluating and improving quality.

2
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Lack of assessment provision, monitoring and evaluation of care for residents in
physical restraints. In this regard the home must:

» Ensure residents are assessed prior to the application of a physical restraint and that
appropriate orders ara obtained.

« Ensure when a physical resfraint is appiied that it is applied in a safe manner and that
thera is reqular monitoring of the resident to ensure the devica remalns safely applied.

« Ensure residents raceive care, including monitoring, relaase and ra-position, of the
devica when in physical restraints. : ‘

Lack of provision, monitoring and evaluation of resident care throughout the home

specific to nuyritional care. In this regard, the home must: o

« Ensure that nutritional care is provided to residents in accordance with assessed nesads,
including interventions assoclated with tharapeutic diets, diet iaxtures, fiuld
cansistencies, special requirements, level of assistance required for eating, and assistive
devices.

s Ensure that an in-depth assessment is completed when there is a change in resident
condition.

Lack of pravision, monitering and evaluation of resident care plans. In this regard,
the home must; ’

« Ensure care plans are reflactive of residents’ current needs and are based on the
information obtained through a comprehensive assassment pProcess.

« Ensure that resident care plans are evaluated for effectiveness and revised or modified
as necessary.

s+ Ensure that care plans provide claar direction o staff providing care.
Ensure that referrals are made {o other disclplines to address residents’ currant needs.

Lack of pravision, monitoring and evaluation of a comprehensive meal praduction
program, n this regard, the home must:

« Ensure all meals are prepared and served according to the approved menus.

« Ensurs all texture modified meals are of the appropriate conslstency and texture.

« Ensura sufficlent quantitios of foads are prepared and available at meals.

« Ensure each resident recelves the proper diet in relation to texture, type, porticn size
and any special requirament and/or restrictions.

Ensure adequate supplies are available for meel service.

Ensure that diet information is reflective of the physician orders, nutritional assessments,
and care plan diractions.

« Ensure clear direction is provided to staff preparing and portioning meals.

® ¥

Lack of provision, monitoring and gvaluation specific to welght monitorlng. In this
regard, the howe must;

» Ensure each resident is welighed or re-welghed as required.

« Ensure each resident experencing welght loss/gain is assessed and referred ta the
Ragistered Dietitian for appropriate follow-up.

» Ensure plans of care are modified 1o address resident specific neads.

- End Addandum ~
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Ministry of Health Ministére de la Santé r\ P—)
and Long-Term Care et des Soins de longue durée y r__ O v
L/ Ontario
Hamilton Service Area Office Burean régional de services de Hamiltan
Performance Improvement apd Complianee Branch Direction de l'amélioration de ia performpance ot de Ja conformits
Health System Accountability and Performance Division Division dt la tesponsabilisation et de Ja performance du systéme de santé
119 King Street West, 1 i" Floor 119, e King Quest, 11° étage
Hamilon ON LAF 47 Hamilton ON L8P 4Y7
Telephone: 505-544-3294 Téléphont: 903-34¢-8294
Facsimile: 903-546-3255 Télécopieur: 905-546-8133
May 4, 2009
Mr. Eric Hall
Regional Manager
Diversicare

212 Argentia Road, Suite 301
Streetsville ON  LEN 2X4

Mr. Rartley Bricks

Deloitte & Touche

1 Concorde Gate, Suite 200
Toronto ON M3C 4G4

Dear Mr. Hall and Mr. Bricks:
Re: Rate of Admissions to West Park Health Centra

This letter is further to my correspondence of March 3, 2010, which advised effective
March 8, 2010, that | had directed the Hamilton Niagara Haldimand Brant Community
Care Access Centre (CCAC) to resume authorizing admissions to West Park Health
Gentre at a rate of one admission per week for two weeks and two admissions per week
for an additional two weeks. It should be noted that this time period was extended due
1o the outbreak status at the home. :

Based on the results of enforcement monitoring visits, and following a discussion with
the compliance team of the Hamilton Service Area Office (HSAQ), as well as
representatives of the home, and Diversicare corporate staff, it was agreed that the
home would resume regular admission practices effective May 4, 2010.

In addition, the compliance team of the HSAO informed you that the home remains
subject to enforcement inspection for a period of 90 days, effective March 5, 2010. The
home is expected to continue corrective actions in relation to the areas of risk outlined
in the attached addendum.

The Compliance Status Report should continue to be forwarded to the Hamilton Service
Area Office every two (2) weeks. The next submission is due on May 14, 2009.

o2
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If you have any questions, please contact me, at (905) 546-8273.

Sincerely,

Ao

Ann-Marie Case
Manager (A)

Aftachment.

‘¢ Ken Deane, Assistant Deputy Minister, Health System Accountability and
Performance Division
Sandy Knipfel, Senior Manager, Compliance & Enforcement
Ann-Marie Case, Manager (A), Hamilton Service Area Office
Pat Mandy, Chief Executive Officer, Hamilton Niagara Haldimand Brant LHIN
Melody Miles, Chief Executive Officer, Hamilton Niagara Haldimand Brant CCAC
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Ministry of Health Ministére de la Santé P\"}
and Long-Term Care et des Soins de longue durée Z )___ On tari O
[ ]

Hamilon Service Arga, Office Bureau régional de services de Hamilton

Performance lmprovemnent and Compliance Branch Direction de 'amélioration de Ja performance er de 1a conformité

Health System Accountability and Performance Division Division de 1a responsabilisation et de 1a performance du sysiéme de pante
119 King Stroet West, 11% Floor 119, rue King Quest, 11° ttage

Hamvdlton ON L3P 4Y7 Hamilton QN LGP 4¥7

Telephone: 905-546-8294 Téléphone: 905-346-8294

Facsimile: 903-546-8§255 Télécopicur: 905-546-§255

ADDENDUM to Letter of May 4, 2010
Re: West Park Health Centre - Rate of Admissions

The inspections conducted by the ministry staff of Hamilton Service Area Office indicate that this
long-term care home continues to present serious, prevalent and recurrent risk to residents.

The key areas of risk and concern, as well as MOHLTC requirernents as related to these key
areas of risk are outlined below.

1) Lack of provision and respect for resident’s rights. In this regard the home must:
+ Ensure there is a system in place for monitaring the care being provided to residents that
respects their right to be treated with dignity and respect al all times.
» Ensure there is a gystem in place that provides residents with an environment that is free
of mental and physical abuse.
« Ensure that complaints/suggestions from residents/family in¢luding resident’'s councit are

documented, investigated and responded to in accordance within MOHLTC
expectations.

2) Lack of assessment, planning, care provision, monitoring and evaluation throughout
the home specific to resident risk. In this regard, the home must:
+ Ensure the development and Implementation of a risk management program that
includes identification of resident risk.
» Ensure each resident receives assessment, planning, care provision, monitoring and
evaluation of care related to their needs with specific attention ta:
Responsive behaviours;
Changes in clinical conditions;
Pain management;
Falls;
Bowel management;
Level of assistance required for eating;
Diabetes management; and
Hyagiena needs.

o NG oo

3) Lack of provision, monitoring and evaluation in relation to infection control practices
throughout the home. In this regard, the home must:
= Ensure there are readily available supplies to suppart infection prevention and control
practices, including supplies far routine practices.
Ensure each resident is screened for tuberculosis on admission.
Ensure that the infection prevention and control program is included in the program for
surveillance, monitaring, evaluating and improving quality.
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Lack of assessment provision, monitoring and evaluation of care for residents in
physical restraints. [n this regard the home must:

Ensure residents are assessed prior to the application of a physma[ restraint and that
appropriate orders are obtained.

Ensure when a physical restraint is applied that it is applied in a safe manner and that
there is regular monitoring of the resident to ensure the device remains safely applied.
Ensure residents receive care, including monitoring, release and re-pasition, of the
device when in physical restraints.

Lack of provision, monitoring and evaluation of resident care throughout the home
specific to nutritional care. In this regard, the home must:

L

Ensure that nutritional care is provided to residents in accordance with assessed needs,
including interventions associated with therapeutic diets, diet textures, fluid

consistencies, special requirements, level of assistance required for eating, and assistive

devices.

Ensure that an in-depth assessment is completed when there is a change in resident
condition.

Lack of provision, monitoring and evaluation of resident care plans. In this regard,
the home must:

- Ensure care plans. are reflective of residents’ current needs and are based on the

information abtained through a comprahensive assessment process.

Ensure that resident care plans are evaluated for effectiveness and revised or modified
as necessary.

Ensure that care plans provide clear diraction to staff providing care. _
Ensure that referrals are made to other disciplines to address residents’ current reads.

Lack of provision, monitoring and evaluation of a comprehensive meal production
program. In this regard, the home must:

Ensure all meals are prepared and served according to the approved menus.

Ensure all texture modified meals are of the appropriate consistency and texture.

Ensure sufficient quantities of foods are prepared and available at meals.

Ensure each resident receives the proper diet in relation to texture, type, portion size
and any special requirement andfor restrictions.

Ensure adequate supplies are available for meal service,

Ensure that diet information is reflective of the physician orders, nutritional assessments,
and care plan directions.

Ensure clear direction is provided to staff preparing and portioning meals.,

Lack of provision, monitoring and evaluation specific to weight monitoring. In this
regard, the home must:

*

Ensure each resident is weighed or re-weighed as required.

Ensure each resident experiencing weight loss/gain is assessed and referred to the
Registered Digtitian for appropriate follow-up.

Ensure plans of care are modified to address resident specific needs.

- End Addendum -
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Hamilton Service Area Office Bureay régional de services de Hamilion

Performance Imprevement and Compliance Branch Dircction de 'amélioration de la performance et de Ja conformité

Health System Accountability and Performance Division Division de la responsabilisation et de la performance du systéme de santé
119 King Street West, 11 Floor . 119, rue King Ouest, 11° &1zpe

Hamilton ON L8P 4Y7 Hamilton ON L&P 4Y'7

Telephone: 905-546-8294 Téléphone: 905-546-3294

Facsimile: 905-546-8255 Télécopieur: 905-546-8255

October 28, 2010

Ms. Marjorie Mossman
Administrator

West Park Health Centre
103 Pelham Road

St. Catharines ON L2S 159

Dear Ms. Mossman:

Please find enclosed the Inspection Report-Public Copy for an inspection conducted
July 21, 22, 23, 26, 27, 28, 2010 under the Long-Term Care Hontes Act, 2007 (LTCHA) for
the purpose of ensuring compliance with requirements under the LTCHA.

This inspection report must be posted in the home, in a conspicuous and easily
accessible location in accordance with the LTCHA, 2007, S.0. 2007, ¢.8, 5.79 (1) and (2).

A copy of the Inspection Report-Public Copy must be made available without charge
upon request. The report will also be on file with the Hamilton Service Area Office,
Performance Improvement and Compliance Branch.

Yours truly,
Y Woranain Eloaw o~ Mg Joxe
Michelle Warrener Elisa Wilson Marilyn Tone '
LTC Homes Inspector LTC Homes Inspector LTC Homes Inspector
Dietary Dietary Nursing
A Wanmn
Laleh Newell
LTC Homes Inspector LTC Homes Inspector
Nursing Environmental Health
Enclosure
MW:tb
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Ministry of Health and Long-Term Care
Health System Accountabllity and Performance Division
Performance Improvement and Compliance Branch

Ministére de la Santé et des Soins de

longue durée

Division d= |a responsabllisation et de la perfermance du
systéme de santé :
Direction de 'amélloration de la performance: et de la
confonmite

Inspection Report
under the Long-Term
Care Homes Act, 2007

Hamilton Service Area Office
119 King Streel West, 11™ Floor
Hamilton ON L8P 4Y7

Talephone: 905-546-8294
Facsimile: 605-546-8255

Rapport d’inspection1 g5
prévue le Loi de 2007
les foyers de soins de
longue durée

Bureau régional de services de Hamitton
119, rue King Ouest, 11lém étage
Hamilton ON LBP 4Y7

Téléphong: 805-546-8294
Télécopieur: 805.546-8255

D Licenses Copy/Copie du Titulaire Public Copy/Cople Public

Date(s} of inspectlon/Data de I'inspection | Inspaction No/ d’inspection Type of Inspectlon/Genre d'inspactlon

July 21, 22, 23, 26, 27 and 28, 2010 2010_107_1500_20Jul141501 | Follow Up Inspection
| 2010_127_1500_20Jul160521 | H-01910

2010_147_1500_26Jul102910
2010_167_1500_20Jul124114
2010_171_1500_20Jul141510

Licensee/TItulaire
1508669 Ontario Limited

c/o Deloitte & Touche Inc. - 181 Bay Street Brookfield Place, Suite 1400, Toronto, ON M5J 2V1

Fax: 416-601-6690

Long-Term Care Home/Foyer de soins de longue durée
West Park Health Centre, 103 Pelham Road, St. Catharines, ON L2S 189

Name of Inspector(s)/Nom de I'inspecteur(s)

Michelle Warrener - LTC Homes Inspectar - Dietary - # 107

Elisa Wilson - LTC Homes Inspector - Dietary - # 171

Marilyn Tone - LTC Homes Inspector - Nursing - # 167

: Laleh Newell - LTC Homes Inspector - Nursing - # 147 .
Richard Hayden - LTC Homes Inspector - Environmental Health - # 127

Page 1 of 12 JJAN 2§ M /}Léf(
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Long-Term Care under the Long- prévue le Loi de 2007
Term Care Homes les foyers de soins

Ministére de la Santé et Act, 2007 de longue durée

des Soins de longue durée
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L T Tinspection SUmmary/Sommaire dinspection

‘ The PUFPOSB 0f thls tnspectlon was to conduct a follow up Inspectlon in respect of the followmg previously -
identified non-compliance:

Follow-up Inspection May 25, 2010
NHA, R.S.0. 1990, Ch N7, Sec 5(2); NHA, R.8.0. 1990, Reg. 832, Section 29; and 02.9

Follow-up Inspection April 7, 2010
NHA, R.S.0. 1990, Ch N7, Sec 5{2); NHA, R.S.0. 1990, Reg. 832, Section 29; and 02.9

Follow-up Inspection June 21-28, 2010
NHA, R.8.0. 1920, Ch N7, Sec 20.10 related to un-met criferia B1.2, B2.4, B3.23, B3.24

Follow-up inspection January 7, 2010
NHA, R.S.0. 1990, Reg. 832, Section 75(4) related to un-met criterion P1.4

Follow-up Inspection July 7,8,10.15.17, 2009
B1.6, B3.32

During the course of the inspection, the inspector(s) spoke with the Administrator, Director of Care, Nutrition
Manager, Environmental Services Manager, Clinical Dietitian, front line nursing staff (RPN, RN, PSWs} on the
first and second floor, Dielary Aides, and Residents.

During the course of the inspeclion, the inspectors:
Reviewed health care records, reviewed policy and procedures, observed meal service, observed care, toured
the home, and observed staff in routine duties.

The following Inspection Protocols were used during this inspection:
Nutrition and Hydration

Continence Care and Bowel Management

Food Quality Inspection

Dining Observation Inspection

Personal Support Services

Accommodation Services - Maintenance

Safe and Secure Home

[X] Findings of Non-Compliance were found during this inspection. The following action was taken:
| 18 WN

9 VPC
3 CO: CO #s 001, 002 and 003.

Corrected Non-Compliance is listed in the section titled Corrected Non-Compliance.
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NON- GOMPLIANCE / (Non-respectés)

Definitions/Définitions

WN -~ Writlen Nolifications/Avis écrit

VPC — Voluntary Pian of Carreclion/Plan de redressement volontalre
DR - Director ReferraiRégisseur envoys

CO- Compliance Order/Ordres de conformité

WAO — Work and Acthvity Order/Ordres: travaux et activités

" The foliowing constitutes writlen notification of non-compliance under Le sulvant constituer un avis d'écrit de l'exigence prévue le paragraphe 1
paragraph 1 of section 152 oflhe LTCHA. de section 152 de les foyera de soins de longue durde.

Naon-compliance with requiraments under the Long-Term Care Homes Non-respect avec les exigencas sur le Lof de 2007 fes foyers de soins do
Act, 2607 (LTCHA) was found. (A requirement under the LTCHA Indudes | /ongus duida 4 trouvs, {Une exigence dans le lo] comprend les exigences
the regulrements cantalnad In the ltems listed In the definltion of " | contenues dans les pelnts énumérés dans la définltion de "axigence prévue
“requirement under this Act" in subsection 2(1) of the LTCHA)} par la présente loi* au paragraphe 2(1) de la loi.

WN#1: The Licensee has failed to comply with LTCHA, 2007, S.0. 2007, c.8, s.5.
Every licenses of a long-term care home shall ensure that the home is a safe and secure environment for its
residents.

Findings:

AJuly 21, 2010;

- 1. The courtyard/garden gate leading to a concrete staircase was not lalched or securely closed. A new
fence was installed and the gate fatch was not replaced. Resldents have access to thls unsecured gate |!
and the concrete staircase while in the courtyard/garden. A wheelchair could topple down the staircase

! or a resident may exit the property. i

2. Four wardrobes were not secure and posed lipping hazards in two Identified resident rooms. :

3. The flooring transition strip was lifted at the entrance to an identified resident room, creating a trip
hazard.

4. The placement of tables in the second floor dining room was unsafe at the dinner meal. The table
placement caused congestion in the main walkway through the dining room to the left of the steam
table. Staff could not walk stralght through with trays of food, nor could residents get through with
wheslchairs or walkers.

1

iJuly 22, 2010;

I 1. Slip and fall hazards due to the loose toilet seats were identified in eight washrooms.

2. Slip and fall hazard due to a tollet not being secured to the floor In a washroom. The toilet rocked back
and forth on Its base.

I
|

“Inspector ID# | #1127, #171
Additional Required Actions:

' CO # 001 will be served on the licensee. Refer to the “Order(s) of the Inspegtor" form.

WN #2: The Licenses has failed to comply with LTCHA, 2007, S.0. 2007, ¢.8, s. 6 (1) (c). _

Every licensee of a fong-term care home shall ensure that there is a written plan of care for each resident that
sets out,

(o) clear directions to staff and others who provids direct care to the resident.
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Findings:
1.

The plan of care for an Identified resident provides conflicting information related to Advance Directives.
The progress notes indicate Advance Directives were signed as Level 1 by the Power of Attorney in
May, 2010, however, the plan of cara indicates Level 3,

The plan of care for an identified resident does not provide clear direction to staff and others who
provide direct care to the resident. Several different versions of the plan of care were identified and
each version described a different level of intervention required. It was not clear which version was the
mmost current. :

The dietitian changed an identified resident's diet to regular with specialized restrictions in July, 2010
but the Dining Service Report still showed the previous diet at the time of this visit July 22, 2010. There
were no directions for staff regarding the provision of the specialized diet. It is also documented in the
plan of care to provide diabetic interventions but no details as to how that instruction relates fo
foodservice,

The plan of care does not provide clear direction to the staff related to an identified resident's one sided
weakness as this is needed for safe transferring and positioning.

No plan of care was found for an identified resident to indicate an assessment had been completed
related to the resident's sleep patterns and preferences. As a result this did not provide clear directions
for the staff providing care.

Inspector ID #: | #107, #171, #147

Additional Required Actions:

VPC - pursuant to the Long-Term Care Homes Acl, 2007, S.O. 2007, c.8, 5.152(2) the licensee is hereby
requested to prepare a written plan of correction for achieving compliance with the plan of care providing clear
directions to staff and others who provide direct care to the resident, to be implemented voluntarily.

WN#3: The Licensee has failed to comply with LTCHA, 2007, S.0. 2007, c. 8, s.6 (4) (b).

The licensee shall ensure that the staff and others involved In the ditferent aspects of care of the resident
icallaborate with each other,

{b) in the davelopment and implementation of the plan of care so that the different aspects of care are
integrated and are consistent with and complement each other.

:
i

éFIndings:

1. The nutritional assessment and plan of care for an identified resident are not consistent with each
other. The nufritional assessment completed by the in-house Registered Dietitian identifies that the
resident requires a menu that is restricted in a particular nutrient. The menu provided to the resident
was developed by the Corporate Registered Dietltian and is not consistent with the resident’s assessed
requirements. The nutrient analysis, for the menu the resident is currently receiving, identifies the
resident is receiving quantities of the restricted nutrient that are 48-52% higher than the resident's
requirements. The resident has experienced weight gain this quarter,

Inspector ID #: | #107

Additional Required Actions:

VPC - pursuant to the Long-Term Care Homes Act, 2007, S.0. 2007, ¢.8, 5.152(2) the licensee is hereby
requested to prepare a written plan of correction for achieving compliance with ensuring that the different
aspects of care are integrated and are consistent with and complement each other, to be implemented
voluntarily.
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WN #4: The Licensee has failed to comply with LTCHA, 2007, S.0. 2007, c. 8, s. 6. (7).
| Tlhe licensee shall ensure that the care set out in the plan of care is provided to the resident as specified in the
plan. :

Findings:

The care set out in the plan of care was not always provided to residents at the lunch meal July 21, 2010:

1. Four identified residents did not have their prescribed nutritional supplement provided.

2. Specific items required for a specialized menu were available, however, were not offered/provided to
r?-csjidents requiring the menu, resulting in five residents receiving items contrary to their prescribed diet
order.

3. Three identified residents did not receive specialized items identified on their plans of care and/or
received ilems that are identified as dislikes.

The care set out in the plan of care was not always provided to residents at the lunch meal July 26, 2010:

1. In discussion with the Registered Practical Nurse (RPN) it was noted that three residents were given
the incorrect nutritional supplement. The supplement formulation provided to the residents was not
consistent with the physician ordered supplements. The supplements provided were not of equivalent
nutritional value, resulting in the residents being provided fewer calories than their prescribed order.
The residents are at nutrition risk.

2. An Identified resident had left the dining room without being provided the ordered nutritional
supplement.

i+ 3. Anidentified resident requiring a specialized menu received an item that was confrary to their

1- prescribed menu plan.

. The care set out in the plan of care was not provided to the following residents as specified in the plan:

! " 1. The plan of care set out for an identified resident indicates that the resident's bathing preference is for

showers, however, the flow sheet for July 2010 Indicates that the resident has been receiving tub baths

\ and bed baths.

. 2. The plan of care set out for an identified resldent indicates that the resident's bathing preference Is for
tub baths, however, the flow sheet for the month of July 2010 indicates that the resident received three
tub baths and three showers to date,

3. The plan of care set out for an identified resident indicates that the resident’s bathing preference is for
tub baths, however, the flow sheet for the month of July 2010 indicates that the resident has received
seven showers to date.

Inspector ID#: | #107, #147
Additlonal Required Actions:

CO # 002 will be served on the licensee. Refer to the “Order(s) of the Inspector” form.

WN #5: The Licensee has failed to comply with LTCHA, 2007, S.0. 2007, c. 8, s. 6. (8).
‘The licensee shall ensure that the staff and others who provide direct care to a resident are kept aware of the
-contents of the resident’s plan of care and have convenient and immediate access to il.
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Findings:
1.

The nutritional plan of care for an identified resident is stored on the computer, however, the plan is not
available / accessible for staff and others who provide direct are to the resident. Front line staff does
not have access to the computer and the plan was not printed.

The nutrition section of the plan of care for an identified resident was not accessible to staff. The plan
was stored in the computer, which is not accessible to front line staff providing care. The nutrition
section was not included in the printed summary of the plan of care, which was accessible to staff.

inspector ID#; | #107, #171

WN #6: The Licensee has failed to comply with LTCHA, 2007, S.0. 2007, c. 8, s. 6. (10} {b) and (c).

‘The licensee shall ensure that the resident is reassessed and the plan of care rewewed and revised at least
every six months and at any other time when,

(b) the resident’s care needs change or care set out in the plan is no Ionger necessary, or

(c) care set out in the plan has not been effective.

Findings:
1.

An identified resident was not reassessed and the plan of care reviewed and revised when there was a
significant decline in the resident's hydration status. The resident has been consistently consuming
less fluid than their assessed requirements in a 9 day period in July, 2010; however, documentation in
the resident's record does not indicate an assessment of the decrease in hydration or a referral {o the
Registered Dietitian. The resident did not meet their hydration requirement on eight out of nine days
reviewed.

The plan of care for an identified resident was not revised when the resident's care needs changed in
relation to skin integrity. The plan for skin integrity does not refiect the current status of the resident
(now has an open areafwound), resulting in unclear direction for staff providing care.

The most current plan of care for an identified resident does not reflect the current status of the
resident's wound. Documentation in the progress notes indicates that the wound has worsened but the
plan of care has not been updated to reflect this change.

For an identified resident, the nutritional plan of care was not revised to reflect the resident’s current
stafus. The nutritional plan of care for the identified resident directs staff provide a specific intervention
related to hyperglycemia but this intervention had been discontinued by the resident's physician.

An identified resident sustalned a number of falls within a specified timeframe. The plan of care related
to falls risk for the identified resident was not effective in the prevention of these falls. The plan of care
was not reviewed or revised to address this concem.

An identified resident was not reassessed following a change in care needs. The last Dietitian’s note
was in May indicating the need for a test to determine potential diet changes and a follow-up to be done
in a week’s time. The test was completed. A follow-up assessment by the Dietitian has not been
completed and there is na Dletitian consult regarding the results of the testing.

Inspector ID #: | #107, #167, #171

Additional Required Actions:

VPC - pursuant to the Long-Term Care Homes Act, 2007, S.0. 2007, c.8, s.152 (2) the licensee is hereby
requested to prepare a written plan of correction for achieving compliance with ensuring that residents are
 reassessed and the plan of care reviewed and revised when the residents’ care needs change, care set outin
the plan is no longer necessary, or the care set out In the plan has not been effective, to be implemented
voluntarily.
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WN #75 The Licensee has failed to comply with LTCHA, 2007, S.0. 2007, c. 8, s. 15. (2)(c).
| Every licensee of a long-term care home shall ensure that,
i (c) the home, furnishings and equipment are maintained In a safe condition and in a good state of repair.

| Findings:

July 21 2010 - :
1. The door hinge at the top an identified resident's wardrobe was not attached.
2. The wall surrounding the bathtub in an identified resident’s washroom was damaged; paint was cracked
and the wall board has deteriorated.
3. The toilet was cracked at its base in an identified washroom. ‘
4. Tub Room 21 —The interior surface of the bathtub was peeling around the drain. The bathtub could not
be properly cleaned and disinfected.

Inspector ID #: | #127 |

WN #8: The Licensee has failed to comply with O, Reg. 79/10, s. 8 (1} (b).

Where the Act or this Regulation requires the licensee of a long-term care home to have, Iinstitute or otherwise
put in place any plan, policy, protocol, procedure, strategy or system, the licensee is required to ensure that the
plan, policy, protocol, procedure, strategy or system,

(b) ts complied with,

.Findings:

1. The Home's policy and procedure number NM-II-D020 related to diabetic monitoring was not followed
for an identified resident as evidenced by the following examples:
a. The identified resident was noted to have a high capillary blood glucose reading. :
Docurnentation in the resident’s progress notes indicales that when the capillary blood glucos
; reading was rechecked It was even higher. There was no documentation found to indicate that
§ - - theresident's blood glucose reading was checked again nor was there documentation to
5 indicate that the physician and family/SDM were notified as per the home's policy number NM-|I-
D020, ‘
b. The identified resident's capillary blood glucose reading was noted 1o be high. Itis documented
that water was given and that the resident's blood glucose level was checked again at an
unknown time and was found to be even higher. No further documentation was found related t
~ follow up as per the home's policy NM-11-D020. ‘
c. The identified resident's capiilary blood glucose reading was noted to be high at lunchtime. The
resident was offered fluids but no other intervention took place as per the home's policy NM-Il-
D020. -
2. The planned portion sizes were not always followed by staff portioning the lunch mea! July 21, 2010 in
the first floor dining room. The planned menu for the pureed citrus spring salad states #12 scoop - #10
was used {larger scoop was used). The planned menu for the pureed salmon sandwich states #8
scoop - # 12 was used (smaller scoop was used). Inconsistencies in portion size will result in variation
in the nutritional value of the meal in comparison to the planned menu.

Inspector ID #: | #167, #107
Additional Required Actlons:

VPC -pursuant to the Long-Term Care Homes Act, 2007, S.0. 2007, ¢.8, 5.152(2) the licensee is hereby
requested to prepare a written plan of correction for achleving compliance with following the Home's policies
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and procadures, o be implemented voluntarily.

WN #9; The Licensee has failed to comply with O. Reg. 79/10, s. 9.1. iand i
Every licensee of a long-term care home shall ensure that the following rules are complied with:
1. All doors leading to stairways and the outside of the home must be,
i kept closed and locked,
ii. equipped with a door access control system that is kept on at all times

Findings:

July 21 2010
1. The door leading to the courtyard/garden from the 1% floor lounge was not closed, locked or alarmed.
The gates leading from the courtyard/garden were not secured and allowed a resident to exit the
property without staff knowledge.

Inspector ID#: | #127

Additional Required Actions:

VPC - pursuant to the Long-Term Care Homes Act, 2007, S.0, 2007, c.8, s.152 (2) the licensee is hereby
requested to prepare a written plan of comrection for achleving compliance with ensuring that all doors leading
.to stairways and the outside of the home are kept closed and locked and equipped with a door access control
system that is kept on at all times, to be implemented voluntarily.

{WN #10: The Licensee has failed to comply with O. Reg. 79/10, s. 13. -
- Every licensee of a long-term care home shall ensure that every resident bedroom occupied by more than one |
- resident has sufficient privacy curtains to provide privacy.

 Findings:

- July 21 2010

1. The privacy curtains do not fully enclose the residents’ beds in three resident rooms. More than one
wardrobe was located inside the privacy curtained areas in these resident rooms. Therefore, residents
wishing to access their wardrobes would have to enter the privacy curtained area of the other resident,
compromising that resident’s privacy.

Inspector ID#: | #127

WN i11: The Licensee has failed to comply with O. Reg. 79/10, s. 26 (3) 13.
A plan of care must be based on, at a minimum, interdisciplinary assessment of the following with respect to
the residant:
13. Nutritional status, including height, weight and any risks relating to nutrition care.

Findings: '

1. The plan of care interventions are not always based on a full nutrition assessment. An identified
resident had a diet change from one therapeutic diet to another, however a complete nutritional
assessment was not documented. There was no assessment of the resident’s nutritional status in

. relation to weight gain, supplement use, nutritional laboratory tests or status of wound.
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Inspectdr ID# | #171
"Additional Required Actions:

VPC - pursuant to the Long-Term Care Homes Act, 2007, S.0. 2007, c.8, 5.152(2) the licensee is hereby
requested to prepare a written plan of correction for achieving compliance with ensuring there is an
interdisciplinary assessment of nutritional status, including height, weight and any risks relating to nutrition
care, to be implemented voluntarily,

WN #12: The Licensee has failed to comply with O. Reg. 79/10, s. 30 (2).
The licensee shall ensure that any actions taken with respect to a resident under a program, including
assessments, reassessments, interventions and the resident's responses to interventions are documented.

Findings:

' 1. Review of the 1st floor Treatment Administration Records for July 2010 - Six residents were identified
: as not having their treatment plan as ordered by the physician, signed off by the reglstered staff.

2. Review of the 2nd floor Treatment Administration Records for July 2010 - Two residents were identified
as not having their treatment plan as ordered by the physlcian, signed off by the registered staff.

Inspector ID#: | #147

'WN #13: The Licensee has failed to comply with O. Reg. 79/10, s. 69.1,

Every licensee of a long-term care home shall ensure that residents with the following weight changes are
assessed using an interdisciplinary approach, and that actions are taken and outcomes are evaluated:

.1. A change of 5 per cent of body weight, or more, over one month.

ﬁ‘ Findings:

1. An identified resident had a documented 9.5% weight loss for the month of July, 2010 and
documentation in the resident's record did not reflect that the significant weight loss had been assessed

: (as of July 21, 2010) or action taken. A re-weigh (io verify the accuracy of the significant weight

; change} had not been completed.

2. An identified resident had a recorded 10% weight loss for the month of July, 2010. An assessment of
the significant weight change has not been completed by the multidisciplinary team (as of July 21,
2010) and a referral to the Registered Diefitian has not been documented.

3. An identified resident had a documented weight loss of 11% in July, 2010. An initial assessment of the
weight change was not completed by the multidisciplinary team and a referral to the Reglstered Dietitian
was not completed (as of July 21, 2010). Action was not taken to address the weight change.

4. An identified resident had a significant weight gain of 8% in July, 2010, however, there were no
assessments of this change documented and no referral to the dietitian regarding weight gain.

5. An identified resident had a 10% welght loss in one month recorded in July, 2010 with no progress
notes, assessments or a referral to the diefitian noted since that time to address the weight loss.

inspector D #: | #107, #171
Additional Required Actions:

CO # 003 will be served on the licensee. Refer to the "Order(s) of the Inspector” form.
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 WN #14: The Licensee has failed to comply with O. Reg. 79/10, s. 71 (5).

The licensee shall ensure that an individualized menu is developed for each resident whose needs cannot be
met through the home's menu cycle.

| Findlngs:

1. Anindividualized menu was not developed for an identified resident who required a specialized menu.
Direction is not provided for staff portioning meals and a menu plan is not in place to ensure adequate
variety and nutritional value if substitutions are required due to the nutritional restrictions.

Inspactor ID#: | #171

Additional Required Actions:

VPC - pursuant to the Long-Term Care Homes Act, 2007, S.0. 2007, ¢.8, s.152(2) the licensee is hereby
requested to prepare a written plan of correction for achieving compliance with developing an individualized
menu for each resident whose needs cannot be met through the home’s menu cycle, to be implemented
voluntarily.

WN #15: The Licensee has failed to comply with O. Reg. 79/10, 5. 73 (1) 5. and 9.

Every licensee of a long-term care home shall ensure that the home has a dining and snack service that
-includes, at a minimum, the following elements:

5. A process lo ensure that food service workers and other staff assisting residents are aware of the residents'
: diets, special needs and preferences,

‘9. Providing residents with any eating aids, assistive dewces personal assistance and encouragement
i- required to safely eat and drink as comfortably and independentiy as possible. :

‘Findings:

1 1. The Home has a process for providing information to food service workers and other staff assisting

: residents are aware of residents’ diets, speclal needs, and preferences, however, the process was not
followed in a timely manner, resulting in current information not being available to provide direction to
staff for the following resldents: An identified resident had thelr diet order changed by the physician on
July 19/10, however, the July 21, 2010 supper dining room serving list had not been updated with the
new diet order. An identified resident had their diet order changed by the physician on July 18/10,
however, the July 21, 2010 Junch and supper dining room serving list were not updated to reflect the
current diet. The resident received the wrong diet texture at the lunch meal July 21, 2010.

2. Staff did not have clear direction regarding dietary needs for an identified resident at lunch on July 21,
2010 as this resident did not appear on the Dining Serving Report list.

3. An identified resident did not receive the required level of assistance with ealing to safely eat and drink
as comfortably and independently as possible at the lunch meal July 21, 2010. Numercus staff were
observed assisting the resident intermittently and staff were up and down frequently, interrupting the
dining experience for the resident.

4. An identified resident did not receive a lipped plate (as required in their plan of care to promote
independence with eating) at the lunch meal July 21, 2010.

5. An identified resident did not receive the required levet of encouragement with eating. The resident left
at least 50% of both lunch and dinner uneaten on July 21, 2010, and left the table without redirection to
the task of eating. The plan of care states the resident may get distracted or leave the table and is to
be redirected o the task of eating, which did not oceur. This resident has had a significant weight loss
recorded in July, 2010,

6. The plan of care for an identified resident indicates a requirement for assistive devices at meals to
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assist the resident with eating safely, comfortably and as independently as possible. On July 21, 2010
at lunch and dinner the resident did not receive the required assistive devices.

Inspector ID #: | #107, #171
Additional Required Actions:

VPC - pursuant to the Long-Term Care Homes Act, 2007, S.0. 2007, ¢.8, s.1 52(2) the licensee is hereby
requested to prepare a written plan of correction for achieving compliance with ensuring a process is in place to
ensure that food service workers and other staff assisting residents are aware of the residents’ diets, special
needs and preferences, and to ensure any eating aids, assistive devices, personal assistance and
encouragement required to safely eat and drink as comforiable and independently as possible, are provided to
rasidents, to be implemented voluntarily.

‘WN #16: The Licensee has failed to comply with O, Reg. 79/10, s. 91.

Every licensee of a long-term care home shall ensure that all hazardous substances at the home are labelled
properly and are kepl inaccessible to residents at all times.

Findings:

July 21 2010
1. An identified resident had two spray bottles of Tana All-Protector stored in their wardrobs. The label
indicated the product was flammable, poisonous and explosive.

Inspector ID#: | #127

-WN #17: The Licensee has failed to comply with O. Reg. 79/10, s. 131 (2)
:The licensee shall ensure that drugs are administered to residents in accordance with the directions for use
‘specified by the prescriber.

‘Findings:

1. Two identified residents had no bowel movement for 4 consecutive days in July, 2010. The residents
did not receive 30mis of Milk of Magnesia on day three or Dulcolax Suppository on day four as per
Doctor's signed Medical Directive.

2. An identified resident had no bowel movement for 6 consecutive days in July, 2010. The resident did
not receive 30mis of Milk of Magnesia on day three or Dulcolax Suppository on day four or fleet enema
on day five as per Doctor's signed Medical Directive.

Inspector ID #: #147

WN #18: The Licensee has failed to comply with O. Reg. 79/10, s. 231 (a) and (b).
Every licensee of a long-term care home shall ensure that,

(a) a written record s created and maintained for each resident of the home; and
(b) the resident’s written record is kept up to date at all times. ,

Findings:

1. An identified resident did not have their written record maintained and kept up to date. The food and
fluid intake record was not dated (maintained) for the month of July 2010,
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2. An identified resident did not have their written record kept up to date at all times. Food and fluid
consumption was not documented for the lunch meal July 21, 2010 when referenced by the inspector
on July 22, 2010, The resident is at nutritional risk.

Inspector ID #: | #107

Additional Required Actions:

VPC - pursuant to the Long-Term Care Homes Act, 2007, S.0. 2007, c.8, 5.152 {2) the licensee Is hereby
requested to prepare a written plan of correction for achieving compliance with ensuring a written record is
created and maintained for each resident of the home and that the resident’s written record Is kept up to date
at all times, to be implemented voluntarily.

conseculive days nor shall the same food
in the same form be served on the same
day of consecutive weeks except where a
majority of the residents indicate the
contrary to the administrator. R.R.O.
1990, Reg. 832, s. 75 (4).

CORRECTED NON-COMPLIANCE -
B R S S VRS L _Non-respécts & Coirigé _
Rg‘:&ﬁ'&m Aé';lrg:fool:nea oemont INSPECTION REPORT # - | mspectoriD#
NHA, R.S.0. 1990, 75. (1) Every administrator shalt ensure | #107
Reg 832, Section that,
75(4) related to un- (4) The same foods shall not be served in
met criterion P1.4 the same form on the same day, or on

NHA, 29. Every nursing home shall have the #127

R.R.O. 1990, Reg. following minimum levels of illumination:
832, 5.29 - 1. 215.28 lux continuous lighting in all
i corridaors.
Slgnature of Licensae or Representailve of Licensee Signature of Health System Accountability and Performance Divislon
Signature du Titulzire du représentant désigné representative/Signature du (de Ia) représentant(e) de la Division de la

rasponsabllisation et de la performance du systéme de santé.

YN,

&./V-—Qw__,-_ .
Title: Date: Date of Raport: {if different from date(s} of Inspection).

Oredobotn 12, 2010

Page 12 of 12



.W'}

L/~ Ontario

Ministry of Health and Long-Term Care
Health System Accountablity and Performance Division
Performance Improvement and Compliance Branch

Ministére de la Santé et des Soins de longue durée
Divislon de la rasponsabllisation et de la parformance du systéme de santé
Diraction de I'amélioration de la parformance et de [ conformité

Order(s) of the Inspector

Pursuant to section 163 and/or section 154 of the

Long-Term Care Homes Act, 2007, 8.0, 2007, c.8

Name of Inspector:

Michelle Warraner

Inspector ID# | 107

Inspection Repoi‘t #:

2010_107_1500_20Jul141501
2010_127_1500_20Jul160521

2010_147_1500_26Jul102910

2010_167_1500_20Jul124114

-—

2010_171_1500_20Jul141510

Type of Inspection:

Follow Up

Licensee:

1508669 Ontario Limited
c/o Deloitte & Touche Inc.

181 Bay Street Brookfield Place, Suite 1400

Toronte ON M5J 2V1

LTC Home:

Woest Park Health Centre
103 Pelham Street

St, Catherine's, ON

L28 189

Name of Administrator;

Marjorie Mossman

To 1508669 Ontario Limited, you are hereby requ
orders by the dates set out below:

ired to comply with the following

Order #: 001

Order Type:

Compliance Order, Section 153 (1)a)

Pursuant to:

its residents.

LTCHA, 2007, S.0. 2007, c. 8, s. 5.
Every licenses of a long-term care home shall ensure that the home is a safe and secure environment for

Order:
The licensee shall:

1. Sec_:ure the gates of the courtyard/garden and keep them secure at all times such that
residents may not exit the property from that area.
2. Stabilize and tether to the wall all wardrobes in identified resident rooms to eliminate the
risk of the wardrobes tipping over.

Page 1 of 4
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3. Repair the transition strip at the entrance to an identified resident room such that it sits
flush and no longer poses a trip hazard.

4. Repair, or replace as necessary, the toilet seats in identified resident rooms such that the
toilet seats do not slip in any direction and cause any resident to slip and fall.

5. Secure the toilet to the floor in Washroom 24 such that it does not rock back and forth in
any direction and cause any resident to slip and fall.

Grounds:

21 July 2010
1. The courlyard/garden gate leading to a concrete staircase was not latched or securely closed.
2. Four wardrobes were not secure and posed tipping hazards.
3. The flooring transition strip was lifted at the entrance to a resident’s room.

22 July 2010
1. Slip and falt hazards due 1o the loose tollet seals in eight areas.
2. Slip and fall hazard due to a tollet not being secured to the floor.

This order must be complied with by: | 15 November 2010

Order #: 002 Order Type: | Compliance Order, Section 153 (1)(a)

Pursuant to:
LTCHA, 2007, 5.0. 2007, c. 8, s. 6. (7) The licensee shall ensure that the care set out in the plan
of care Is provided to the resident as specified in the plan.

Order: o ‘

The licensee shall prepare, submit and Implement a written plan for achieving compliance to meet
the requirement that the care set out in the plan of care is provided to the resident as specified in
the plan. The plan is to be submitted to Inspector: Michelle Warrener, Ministry of Health and
Long-Term Care, Performance Improvement and Compliance Branch, 119 King Street West, 11"
Floor, Hamilton ON L8P 4Y7, Fax 905-546-8255.

Grounds:

The care set out in the plan of care was not always provided to residents at the lunch meal July 21,

2010:

1. Three residents did not have their prescribed nutritional supplement provided.,

2. Specific menu items required for the renal menu were available, however, were not
offered/provided to residents requiring the menu, resulting in residents receiving items contrary to
their prescribed diet order for five residents.

3. One resident did not recelve interventions identified on the plan of care to address constipation and
hydration. :

4, Two residents did not receive the preferred items identified on the plan of care.

The care set out in the plan of care was not always provided to residents at the lunch meal July 26,
2010: ' ' '
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Pesformance Improvement and Corpliance Branch

} ) Ministére de la Santé et des Soins de longue durée
p n a rl O Divislon de la responsabilisation et de la performance du systéme de santé

Direction de I'amélicration de la parformance el de |a confonmité

1. In discussion with the RPN it was noted that three residents were given the incorrect nutritional
supplement. The supplement formulations are not of equivalent nutritional value, resulting in the
residents being provided fewer calories than their prescribed order. The residents are at nutrition
risk.

2. One resident had left the dining room without being provided the ordered nutritional supplement.

3. One resident received items that were not allowed on the planned menu due to nutritional
restrictions.

The care set out in the plan of care was not provided to the following residents as specified in the plan:
1. Three residents did not recelve their preferred bathing preference as indicated on their plans of
care.

This order must be complied with by: | 26 October 2010

Order #: 003 . Order Type: | Compliance Order, Section 153 {1)(a)

Pursuant to:

0. Reg. 79110, s. 69.1

Every licensee of a long-term care home shall ensure that residents with the following welght changes are
assessed using an interdisciplinary approach, and that actions are taken and outcomes are evaluated:

1. A change of 5 per cent of body weight, or more, over one month.

Order: ‘

The Licensee shall review all residents mcludlng the five identified and any resident who
experiences a weight changes as defined by 69.1 shall be immediately assessed with
interdisciplinary actions taken and outcomes evaluated as appropriate.

Grounds:

1. Five identified residents with significant weight changes were not immediately assessed with
interdisciplinary actions taken and outcomes evaluated.

This order must be complied with by: | 26 October 2010

REVIEW/APPEAL INFORMATION
TAKE NOTICE:

The Licensea has the right to request a review by the Director of this (these) Order(s) and to request that the Director stay this (these)
Order(s) in accordance with saction 163 of the Long-Term Care Homes Act, 2007,

The request for review by the Director must be made in writing and be served on the Director within 28 days from tha day the order was
served on the Licenses.

The writtan request for review must Include,
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(a) the portions of the arder in respect of which the review is requested;
{b) any submissions that the Licensee wishes the Director to conslder; and
{c) an address for service for the Licensee.

The written request for-reviaw must be sarved parsonally, by reglstered mail or by fax ﬁpon:

Diractor

c/o Appeals Clerk

Performance Improvement and Compllance Branch
Ministry of Health and Long-Term Care

85 St. Clair Ave. Wast

Suite 800, 8™ foor

Toronto, ON M4V 2Y2

Fax: 416-327-7603

When service Is made by registered mail, it Is deemed to be mads on the fifth day after the day of melling and when sarvice is made by
fax, it Is deemed to be made on the first business day afer the day the fax Is senl. If the Licensee is not served with written notice of
the Director's decislon within 28 days of receipt of the Licensee's request for review, this(these) Order(s) Is(are) deemed to be
confirmed by the Director and the Licensse Is deemed to have been served wilh a copy of that decislon on tha expiry of the 28 day
period.

The Licensee has the right to appeal the Director's decislon on a request for review of an Inspeclor’s Order(s) to the Health Services
Appeal and Review Board (HSARB) In accordance with section 164 of the Long-Term Care Homes Act, 2007. The HSARB Is an
indepandent group of members not connectsad with the Minlstry. They are appointed by legistation to review matters conceming health
care services. If the Licenses decldes to raquest a hearing, the Licenses must, within 28 days of belng served with the notica of the
Director’s decision, mail or deilver a wiltten notice of appeal to both:

Health Services Appeal and Review Board and the Dlractor

Attention Reglstrar clo Appeals Clerk

151 Bloor Street Waest Performance Improvement and Compliance Branch
oth Floor 55 St. Claira Avenue, West

Toronto, ON Sulte 800, 8" Floor

M5S 2T5 Toronto, ON M4V 2Y2

Fax: 416-327-7603

Upon recelpt, the HSARB will acknowledge your nolice of appeal and will provide Instructions regarding the appeal process. The
Licensee may leam more aboul the HSARB on the website www.hsarb.on.ca.

Issued on this 12 day of October, 2010.

Signature of Inspector:
Name of Inspector: Michelle Warrener
Service Area Office: Hamilton Service Area Office
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APPENDIX “K”
to the Sixth Report of the Receiver

Content 'subject to a request for a Sealing Order.

Document will be provided to the Court in confidence.




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
' Paragon Health Care Inc. and Paragon Health Care (Ontario) Inc.
and not in its personal capacity,
as Vendor

_and—

GEM HEALTH CARE GROUP LIMITED,
as Purchaser

October 20, 2010

gowlings
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AGREEMENT OF PURCHASE AND SALE
THIS AGREEMENT is dated as of October 20, 2010
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 propertics of Paragon Health Care Inc. and Paragon
Health Care (Ontario) Inc. and not in its personal capacity

(the “Vendor”)
| - and -

GEM HEALTH CARE GROUP LIMITED, a corporation existing
under the laws of Nova Scotia '

(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 Courts of. Justice Act (Ontario).

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

FOR GOOD AND VALUABLE CONSIDERATION, the parties agi'ee 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 exccuted 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 10 any Person, any other Person who directly or indirectly
confrols, is controlled by, or is under direct or indirect common control with, such
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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 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
supplemented, amended, restated or replaced from time to time by written agreement
between the parties.

“Applicable Law” means, at any time, with respect to any Person, property, fransaction
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 a.m. 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, if any, in and to the Owned Real
Property, Buildings and Fixtures, Equipment, Inventory, Business Names, Receivables,
Intangibles, Assumed Contracts, Books and Records and Licences but specifically
excludes the Excluded Assets.

“Assumed Contracts” is defined in Section 2.2 hereof.

“Assumed Employees” means collectively, the Assumed Salaried Employees and the
Unionized Employees.

“Assumed Employee Liabilities” means the wnused 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.
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“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. '

“Benefit Plans” means any of the following (whether written, 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

(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 control of the Vendor.

“Buildings and Fixtures” means all plant, buildings, structures, erections,
improvements, appurtenances and fixtures situate on the Owned Real Property om 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 and a retirement
home 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 names Casa Verde Health Centre, Casa Verde Retirement
Home and Casa Verde Independent Living 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 LGcc(s)

~,
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to the Purchaser; or such earlier date as agreed by the parties, but in no event will the
Closing Date be later than June 30, 2011.

“Collective Agreements” means the collective agreements between the Debtor and the
Service Employees International Union Local 1.0N ‘as more particularly described in
Schedule “2” attached hereto.

“Communication” means any notice, demand, request, consent, approval or other
communication which is required or permitted by this Agreement to 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 Agreements, the Leases and the other agreements -
listed in Schedule “2” attached hereta.

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

“Debtor” means Paragon Health Care Inc. and Paragon Health Care (Ontario) Inc., or
either of them, as applicable.

“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 Condition” is defined in Section 4.1(a) hereof,

“Due Diligence Period” means the period commencing 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 Agreements for the Unionized
Employees and any other remuneration, benefits and deductions for all the Employees,
including without limitation pension pian contributions and any other amounts required
to be paid in respect of pension plans in which the Employees participate, that become
due and payabie 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.

J <
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“Equipment” means the equipment and tools of the Debtor an_d/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: .

(a) 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; and

()] all the corporate, financial and other records of the Vendor not pertaining to the
operation of the Business. ' '

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

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

“Governmental Authority” means:

(a) any federal, provincial, local, municipal, regional, territorial, aboriginal, or other
government, governmental or public department, branch, ministry, or coyrt,
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

(b)  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 harmonized 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.

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

“MOH Closing Adjustment” is defined in Section 2.8(c) hereof. O/ /

TOR_LAW\ 7457836\5




131
6

“MOH Protective Envelope” means the expense items under the Nursing, Food and
Program categories approved for reimbursement by the MOH under jts funding policies
‘and regulations.

“Owned 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 | SNRSNRENRNRNNNERD i ! moncy

of Canada.

“Purchaser’s Solicitors” means the firm of Chaitons LLP, Barristers & Solicitors, 5000
Yonge Street, 10 Floor, Toronto, Ontario M2N 7E9, Attention: Robert A. Miller,
Telephone No. (416) 218-1134, Telecopier No. (416) 218-1834.

“Receivables” means all accounts receivable, bills receivable, trade accounts, book debts
and insurance claims directly or indirectly used i, 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” is defined in Section 2.7(b) hereof,
“Terminated Employees” is defined in Section 2.11(b);

“Transaction” means the transaction of purchase and sale contemplated 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 Agreements.

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

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 of this Agreement into Articles and Sections, the imsertion 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 accordanc
with GAAP. ' O/
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(d)

(e)

@

Retferences 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.

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
1
2

Exhibit
'Exhibit A

Exhibit B

Subject Matter Section Reference

Appointment Order 1.1
Contracts : 22
Licenses 1.1
.Owned Real Property 24
Leases Rent Roll | 1.1
Subject Matter _ Section Reference
Form of Approval and Vesting Order 43
Form of Bill of Sale and Assignment 5.2
ARTICLE 2

SALE AND PURCHASE AND ASSIGNMENT

2.1 Sale and Purchase of Assets

Subject to the terms and conditions of this Agreement, the Vendor will sell to the Purchaser and
the Purchaser will purchase the Assets on the Closing Date. The Purchaser acknowledges that it
is not purchasing any other property or assets of the Debtor other than the Assets.
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2.2 Assignment and Assumption 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
wiiich, ‘the Purchaser shall be deemed to have agreed to assume all Contracts on Closing.
Provided that notwithstanding the foregoing, the Purchaser shall be obligated to assume the
Leases and the Collective Agreements 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,
benefits and interests in and to the Assumed Contracts, if any, and the Purchaser will assume the
Assumed 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

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.

2.3  “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 guality, 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 /
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(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.

The Purchaser further acknowledges that, notwithstanding any statutory provisions to the
cdptrarj;z, 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 connection 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 Contracts, save and except as otherwise
specified herein. ‘

2.6  Excluded Obligations

Other than the Assumed Obligations, 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:

(a) by the Purchaser delivering to the Vendor’s Solicitors, in trust, the sum of One
Hundred and Fifty Thousand ($150,000.00) 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
Three Hundred Thousand ($300,000.00) 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 /
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(¢) 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.

The Vendor and the Purchaser agree and hereby authorize and direct the Vendor’s Solicitors to

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,

(@) 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

“Empleyee Liabilities Adjustment”).

(i)  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.

TOR_LAW\ 7457836\5

&

136




(©)

(d

(e)

(0

(g_)

12

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
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 position
with the MOH at Closing or in favour of the Vendor if the Vendor is in 2 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 adjustment to 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) Should 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
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2.10 Taxes
(a)
(®)
(c)

2.11

13

bearing on such dispute 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
such resolution and determination shall be final and binding on the Vendor
and the Purchaser.

(i)  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

[INTENTIONALLY DELETED]

The Purchaser will be responsible for all régistration 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. Altematively, 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 harmless from and
against all claims and demands for payment of all applicable transfer and sale
taxes mcludmg penalties and interest and any liability or costs incurred as a result
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

(a)

On or before the Closing Date and subject to Closing, the Purchaser will offer
employment to all the Salaried Employees except the Terminated Employees (as
defined below) at the same rate of wages and benefits then in effect, and upon

“other terms and conditions that are the same as those of his or her current

employment, which employment will commence from the Cljlnj/ Date. The

' [«
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Purchaser in making the offer of employment will recognize the _seniority and
years of service of such Assumed Salaried Employees.

At least twenty-ﬁvc (25) Business Days before the Closing Date the Purchaser
may by written notice inform the Vendor of the names of up to 5% of the Salaried
Employees then employed in the Business to whom it will not. offer employment
(the “Terminated Employees™). The Vendor shall terminaté the Terminated
Employees conditional upon and as of the Closing. The Vendor and Purchaser
agree to cooperate in the delivery of notices to the Terminated Employees and the
Assumed Salaried Employees so as to minimize the disruption of the morale of
the Salaried Employees.

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 employnient

with the Purchaser will not constitute a condition to the Purchaser’s
obligation to complete the Transaction.

Unionized Employees

(a)

(b)

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

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 Agreements, 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 Terminated Employees

On or before the Closing Date, the Vendor shall settle or pay all amounts that may become
payable to or in respect of or receivable by Terminated Employees before the Closing Date,
including, without limitation, termination allowances, sick bank allowances and accumulated
vacation with pay credits.

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 L;/con&ders

reasonable,

~
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215 Employee 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 ‘outlitie; 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
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) 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 Agreements 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
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,

(b)  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 Applicable Law, the Vendor wiil 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.

(d) 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 2.13, 2.16(a) and 2.1?(0) hereof.

TOR_LAW\ 7457836\5 ) /

140




16

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 following
Closing including the Employee Liabilities Adjustment as provided in Section
2.8(a), and its responsibilities as provided in Section 2.12.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

3.1  Purchaser’s Representations

The Purchaser represents and warrants to the Vendor that:

(a)

®)

(c)

@

the Purchaser is a corporation duly incorporated, organized and subsisting under
the laws of Nova Scotia;

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;

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

the Purchaser is not a non-Canadian person as defined in the Invesiment Canada
Act,

3.2 Vendor’s Representations

The Vendor represents and warrants to the Purchaser that:

(@)

(b)

(©)

(d

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 Income 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;

to the best of the Vendor’s knowledge, no actions or proceedings are pending and
none have been threatened to restrain or prohibit the completionp of the
Transaction contemplated by this Agreement;
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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 Agreements, to the best of the Vendor’s
knowledge, there are not:

(i) any other collective bargaining agreement or contract with any trade union

or employee organization in respect of Employees;
(i)  any current labour negotiations;
(iii)  any threatened strike or other labour stoppage; or

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

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):

(@)

(b)

(©)

(d)

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 explratlon of the Due
Diligence Period (the “Due Diligence Condition™);

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

the Purchaser shall be satisfied on or before May 31, 2011 as to any conditions

‘imposed by the MOH on the Transaction;

all representations and warranties of the Vendor contained in this Agreement will
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;
0/~
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(e)  mo action or proceedings will be pending or threatened to restrain or pr0h1b1t the
completion of the Transaction contemplated by this Agreement on the Closing
Date

§3) 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

(g) 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 Vendor

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
waived 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 date;

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

()  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,

4.3 Mutual Condifions

The obligations of the Vendor and Purchaser to complete the Transaction are subject to the
following conditions being fulfilled 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 exc?yor the

4
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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

(©) 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). :

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

4.4 Transfer of Licenses

The Vendor shall make within 5 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
includinig 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 MOH 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 Noh-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:

(a) 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 (?f
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.

4.6  Exclusive Dealings

Until expiration or earlier waiver 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 provide any information to any Person, other than the Purchaser and its designatefl E_md
authorized representatives, concerning any sale, transfer, assignment, licence, merger or similar

transaction involving the Assets. . ) %
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ARTICLE S
CLOSING

51  Closing

~ The completion of the Transaction will take place 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 Déliveries 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 subétantially in the form of Exhibit B;

(b)  a certificate of a semior 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 hereof;

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

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

(2) such further and other 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,

5.3 Vendor’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;
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(b) ra bill of sale and assignment substantially in the form of Exhibit B;

(c) a certificate 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(%) 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;

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

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

(h)  the Approval and Vesting Order;
(i) an updated Employee List;
) a transfer 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 agreements delivered pursuant to the terms of this
Agreement,

5.5 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
the Closing Date. The Purchaser acknowledges that the Vendor has no obligation to deliver
physical 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.
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5.6 Access 10 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.

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. 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.

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 Acceptahce Date to and including the Closing Date, the

Vendor shall:

(a)
(b)

©

(d)

(e)

®

TOR_LAW\ 7457836\5

operate the Business in the ordinary course;

maintain and keep the Assets in their present state of repair, ordinary wear and
tear excepted;

notify the Purchaser of any breach of any representation, warranty or covenant in
this Agreement;

not do anmy act or omit to do any act that would cause a breach of any
representation, warranty, covenant or agreement contained in this Agreement;

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

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

o/~
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(g)  assist the Purchaser so as to effect an orderly transition of the Business to the
Purchaser for a period of ninety (90) days following Closing, including, inter alia,
introducing the Purchaser to the local long term care home market, 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 pursnant to this Section prior to the Closing Date, the
Closing Date will be automatically extended to the date, which is four (4) Business Days from
the date of the decision of the arbitrator.

5.10 Termination

If either 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 ) /
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(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 certainty, in the event that the Purchaser terminates this Agreement following the

expiration of the Due Diligence Period for any reason other than 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.
5.1 Limitation on Indemnity by the Vendor

Any claim by the Purchaser under any indemnity of the Vendor in this Agreement, including
those in Section 2.16(d) must be made in writing on or before the end of the sixth month
following the Closing Date,

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 registration 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
the Vendor’s Solicitors’ computer facilities, in which event, the Purchaser shall pay to the
Vendor’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 or 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.
& ﬁ
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6.3  Vendor’s Capacity

The Vendor acts solely in its capacify 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 comrission by any
third party or agent retained by such party in connection with, or in contemplation of, the
Transaction.

6.5  Confidentiality

(a) The Vendor will provide to the Purchaser Confidential Information including
information which might reasonably be expected to materially affect: (1) 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
liability 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
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.

(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. T
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Purchaser will, upon request of the Vendor, deliver copies of such written
agreements to the Vendor.

(e) 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 théir destruction
to the reasonable satisfaction of the Vendor. If the Agreement 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 reasonably 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 aI}d
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 Agreement 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

(¢} sent by facsimile or similar method of recorded communication, charges prepatd.

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

to the Purchaser at:

GEM Health Care Group Limited
1046 Barrington Street, 3™ Floor
Halifax, NS B3H 2R1

Attention: Syed M. Hussain
Facsimile No. 902-429-6375

with a copy to:

Chaitons LLP
5000 Yonge Street, 10" Floor
Toronto, Ontario

- Canada M2N 7E9

Attention: Robert Miller
Facsimile No.:416-218-1834
E-mail: robert@chaitons.com

to the Vendor at: _

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

Attention:  Daniel R. Weisz, CA+CIRP
Hartley Bricks, MBA, CAsCIRP
Facsimile No.:416-601-6690

with a copy to

Gowling Lafleur Henderson LLP
1 First Canadian Place

Suite 1600

100 King Street West
Toronto, Ontario

Canada MS5X 1G5

Attention: Clifton 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 adyise the other by Communication
given in accordance with this Section 6.8 hereof, Any Communication delivered to the party to
whon 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
Commmnication will be deemed to 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 have been given and received on the day on which it was transmitted (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™ Business 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 Further 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 to be executed and delivered all
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 te 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 law 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 inconvenjent 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 07 executio%
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execution or othermse) with respect to itself or its property, that party hereby 1rrevocab]y waives
such immunity in respect of its obligations under this Agreement.

6.12 Ass1gnment and Enurement

Neither this Agreement nor any right or obhgatlon hereunder may be assigned by elther 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 penmtted
assignment. This Agreement enures to the benefit of and is binding upon the parties and their
respective successors and permitted assigns.

613 | 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 prov131on 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 executed and delivered will be an original and such counterparts will together
constitute one and the same instrument.

6.15 Facsimile Signatures

delivery.

0
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Each of the parties has executed and de
beginning of the Agreement.
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livered this Agreement, as of the date noted at the

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

' n
Pel_' @

Name: DA L ot f
Title: Sero ot Uitk PLeS oA

GEM HEALTH CARE, LIMITED

Name: Sy‘e%ssajn
Title:  President
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SCHEDULE 1
APPOINTMENT ORDER
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Court File No. 08-CL-6233

ONTARIO

SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

COMMERCIAL LIST
THE HCNOURABLE ) MONDAY, THE 23 DAY
O | |
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, c. B-3, and under section
101 of the Courts of Justice Act, R.S.O. 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. C-43, as amended (the "CJA")
appointing Mintz & Partners Limited (“Mintz"} as interim receiver and receiver

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

ON READING the affidavit of James Dysart sworh January 13, 2006 and the
Exhibits thereto and on hearing the submissions of counsel for the Applib_ant and the
Requndents, 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 Carla Clarizia swom 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 Notice of
Apptication and the Application Record is hereby abridged so that this motion is properly
returnabie 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)
(“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 appoirited Receiver, without security, of all of the cumrent 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. O/
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RECEIVER'S POWERS

4,

THIS COURT ORDERS that the Receiver is hereby empowered and

authorrzed but not obligated, to act at once in respect of the Property and wrthout 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 control 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 changlng of locks

and security codes, the relocating of Property to safeguard it, the
engagrng of independent security personnel, the taking of physical
inventories and the placement of such insurance coverage as may be
necessary or desirabie;

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
imitation, 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 Iease 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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(@)
(h)

(i)
i)

(k)

()

_to receive and collect all monies arnd accounts now owed or hereafter

owing to the Debtors and to exercise all remedles of the Debtors in
collecting such monies, rncludlng, wrthout fimitation, tfo. enforce any
Security 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
municipaiities, provided, however, that notwithstanding anythlng herein
contained, any monies recelved 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, RS.0. 1990, c. N-7, as
amended and the regulations thersunder {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 environmenta! 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 ali proceedings now pending or hereafter
instituted with respect to the Debtors, the Property or the Receiver, and to

O
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(m)

(n)

(o)

(p)

settle or compromise any such proceedings, including, without limitation,
any grievances or other labour disputes. The auihdrify hsrsby -conveyed
shall extend to such appeals or applicstio_ns for judicial (syisw in respect
of any order or judgment prdnounced in any:such p-)roceét__ji_‘ng:,

to market any or all of the Property, including advertising and soliciting
offers in respect of the Property or any part or psrts 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 paris
thereof out of the ordinary course of business,

(i) 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 prise or the aggregate purchase price exceeds the
applicabie 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 receivershi%\
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(@

(n

(s}

(t)

(u)

and to share information, subject to such terms as to confidentiality as the
Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the
Property against titte 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 iend 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 Debtors 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,

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,
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, (ii) all of their current and former
directors, officers, employees, agents and shareholders, any other persons
acting on their instructions or behalf inciuding, without limitation, any accou

-6-
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or legal counsel, and (jii}) 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 belng a “Person") shall
forthwith advise the Receiver of any Property in such Person's possession or
control, shall grant immediate and continued access to the Propérty to the
Receiver, and shall deliver alt 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
acdounting 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
Debitors 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 pfovider or otheMise, all Persons in possession or controt of
such Hecords 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 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 ahy Records without the prior written consent of
the Receiver. Further, for the purposes of this paragraph, all Persons shall
provide the Receiver with all such assistance in gaining immediate access to the

information in the Records as the Raceiver may In its discretion requi;a?cludin%
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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 prdviding 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 {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 ieave of this Court. |

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

9. THIS COURT ORDERS that no Proceading 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 currentiy
under way against or in respebt of the Debtors or the Property are hereby stayed
and suspended pending further Order of this Cout.

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 shalt:

(a)  empower the Receiver or the Debtors to carry on any business which the
Debtors are not lawfully entitied 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 prohiby

J/

-8-

164




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 g(anfed under the
NHA or the Health Facilities Special Orders Act, R.S.0. 1990, ¢. 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 Recsiver 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

11.

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, ficence or permit in favour of or held by the
Debtors. without written consent of the Receiver 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 which 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

after the date of this order.

other mandatory statutory or regulatory provisions of applicable law from and%—‘

CONTINUATION OF SERVICES
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12,

THIS COURT ORDERS that ali Persons having oral or written agreements with
the Debtors or statutory or r'e'gulatory- mandates for the supply of goods and/or
services, including without limitation, all computer software, cornmunication and
other data services, centralized banking services, payroll servrces insurance,
transportation services, utility or other services to the Debtors are hereby
restrained until further Order of this Court from d|scont|numg, 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 entitied to the continued use of the Debtors' current

telephone numbers, facsimite numbers, intemet addresses and domain names,
provided in each case that the normal prices or charges for ali such goods or
services received after the date of this Order are paid by the Receiver in
accordance with normai ‘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 ali 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, inciuding, without
limitation, the sale of all or any of the Property and the collection of any accounts
receivable in whole or in part, whether in existence on the date of this Order or
hereafter coming into existence, 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
Recelver to be paid in accordance with the terms of this Order or any further

Order of this Court. q/ /

~10-
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EMPLOYEES

14,

15.

16.

THIS COURT ORDERS that the Receiver shalf not be liable for any non-
unionized employee-related iiabilities, 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

emp_loyee-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 appendad as to 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 shafl not be granted to any person,
pursuant to s. 215 of the BIA, to 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 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 Properly (each, a "Sale"). Each prospective purchaser or bidder to whom
such personal information is disclosed shall maintain and protect the privacy of
such information and limit the use of such information to its evaluation of the
Sale, and i it does not complete a Sale, shall return all such information to the
Receiver, or in the alternative destroy all such information. Thé purchaser of any
Property shall be entitied to continue to use the personal information provided to

A
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ft, 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 shall require or obligate
the Receiver to occupy or to take control, care, charge, oocupafion, poséession
or management of any of the Properly 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, provincial or
other legisiation, 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 other contamination including,
without limitation, the Canadian Environmental Protection Act, the Ontario
Environmental Protection Act, the Ontario Waler Resources Act, or the Ontario
Occupational Health and Safely Act and regulations thereunder (the
"Environmental Legislation”), provided however that the Receiver shall promptly
advise the Ontario Ministry of the Environment of ény obvious or known
environmental condition existing on or in any of the Properly 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 Propérty in priority to all security interests, trusts,

liens, charges and encumbrances, statutory or otherwise, in favour of %

-12-
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19.

20.

i"'Person. including, without limitation, the security interest of Pebples Trust

Company (the "Receiver’s Charge").

THIS COURT ORDERS the Receiver and its legal counsel shall pass its
accounts from time to time, a:nd for this p.urpose 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 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 revolving credit or otherwise, such monies
from time to time as it may consider necessary or desirable, provided that the
outstanding principal amount does not exceed $750,000 (or such greater amount
as this Court may by further Order authorize) at any time, at such rate or rates of
interest as it deems advisable for such period or periods of time as it may
arrange, for the purpose of funding the exercise of the powers and duties
conferred upon the Receiver by this Order, including interim expenditures. The
whole of the Property shall be and is hereby charged by way of a fixed and
specific charge (the "Receiver's Borrowings Charge") as security for the payment
of the monies borrowed, together with interest and charges thereon, in priority to
all security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subordinate in priority to the Receiver

Charge.

-13 -
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23.

24.

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.

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 fo this Order.

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,

26.

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 Liabilities”), shall be limited in
the aggregate to the Net Realizable Value of the Property. The Net Reailizable
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.

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

_Uhited 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 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 liberly 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
cut 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 ény 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 REGISTRL M3

JAN 7 &4 Zubl Q/
PEH!PAF(J&/
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* APPENDIX “A”
- SERVICE LIST

TO: PARAGON HEALTH CARE INC.
3595 Keele Street
Toronto, Ontario
M3J 1M7

Attention: Gerald Harquail, President

AND TO: 1508669 ONTARIO LIMITED
103-111 Pelham Road
St. Catherines, Ontario
L2S 189

Attention: Gerald Harquail, President

AND TO: 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, .
Canadian Union of Public Employees and its Local 1263 and the Nursing
Homes and Related Industries Pension Plan

AND TO: MINISTRY OF FINANCE, Insolvency Unit
33 King Street West, 6™ Floor
Oshawa, Ontario
L1H 8H5

O/ | -<
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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 38

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

M3J 1M7

MINISTRY OF HEALTH AND LONG TERM CARE
56 Wellsley Street West, 9" Floor

Toronto, Ontario '

M7A 249

Attention: Tim Burns, Director, Long Term Care Homes Branch
CAPPELLACCI DAROZA LLP

462 Wellington Street West, Suite 500

Toronto, Ontario

M5V 1E3

Attention: Ernest J. Cappeliacci

Tel: 416-955-9500

‘Fax: 416-955-9503

Solicitors for Diversicare

-17-

173




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(L.T), mUnicipally known as 34-36 Whitworth
Street, St. Catharines, Ontario.

X

-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
recelver 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 $ , being
part of the total principal sum of $ which the Receiver is authorized to

borrow under and pursuant to the Order.

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

Lender with interest thereon calculated and compounded [daily]imonthiy not in advance

onthe _____ day of each month] aﬂer the date hereof at a notional rate per annum

equaltotherate 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 Count, a charge upon the
whole of the Property (as defined in the Order), in priority to the security interests of any
other persbn, 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, All 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 liability in respect of this certificate has been terminated, no certificates
creating charges ranking or purporting to rank in priority to this certificate shall be issued
'.tgy the Receiver to any person other than the holder of this certificate without the prior
~written consent of the holder of this certificate.

B. 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

TOR_LAW\ 622039541

day of

, 2006,

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

Per:

Name:

Title:

-20-
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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
/”c.-a-ﬁ-ﬁ‘f\ SECTION 47 (1) OF THE BANKRUPTCY AND INSOLVENCY ACT
o £ k R.S.C. 1985, C.B-3

<

‘5\_

3 =/ ANDIN THE MATTER of SECTION 101 of THE
5 &‘?\mﬁ/" &/ 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

ORDER

THIS MOTION made by Mintz & Partners Limited, appoeinted as interim receiver
and receiver and manager (the “Receiver”) pursuant to section 101 of the Courts 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. O/ /




- ‘K(w»o( W Gﬂma{ Hﬂrqwa'

ON READING the Notice of Motjerr, the Fourth Report of the Hecelver and the

, Aff:dawts of Harry Vanderlugt swoprrdune 27, 2008, Hartley M. Bricks swom June 26,

- 2008 and Leslie Wittlin, sworndune 24, 2008, filed, and upon hearing the submissions
of counsel for the Receivery’no other parties attending.

1. THIS COURT ORDERS that service of the Notice of Mation and the Motion
Record herein is hereby abridged, if necessary, and that this Motlon is properly
returnable 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 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 “I" to the Fourth Repont, 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 ending May 31, 2008 in the amount of
$195,424.45 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=
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_3.

\(andérlugt dated June 27, 2008, filed, be and the same are hereby éipprov_ed for the
period January 1, 2007 to May 22, 2008 .

7. THIS COURT ORDERS that the fees and disbursements of Lang Michener LLP,
independeht counsel to the Receiver, in the amount of $6,880.15, as set out in the
Aﬁidavit of Leslie Wittin dated June 24, 2008, filed, be and the same are hereby
approved for the periods from March 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 directed to
. distribute to Peoples Trust Company as partial payment on account of its secured
claims against 1508669, 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.” |

A

TOR_LAW\ 6900215\

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

JuL 02 2008

PER/PAR: L@
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SCHEDULE 2
CONTRACTS [SECTION 1.1]

Attached
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SCHEDULE 3
LICENCES [SECTION 1.1]

See attached.
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> > Long-Term Care Home Licence i
H Ministry of Health
Z/k‘ Onta FIO & E;ﬁ;-,-,f,: Care Long-Term Care Homes Act, 2007 I
Ministére de la Santé Permis autorisant un foyer

et des Solns de longue durée

de soins de longue durée
Loi de 2007 sur les foyers de soins de longue durée

This licence Is issued under section 99 of the Long-Term Care Homes Act. 2007,
Le présent permis est délivré aux termes de I'article 99 de la Lof de 2007 sur les foyers de soins de longue

durée.,

Paragon Health Care Inc.

(Names of Licensee / Nom du titulaire du permis)

Long-Term Care Home:
Fover de soins de longue durée ;-

Casa Verde Health Centre
{Name of Home / Nom du foyer}

3595 Keele Street, North York, Ontario
(Address of Home / Adresse du foyer)

Long-Term Care Home Licence Number:

Numéro du permis : 1041-1.01

Effective Date: ' : :

Date d'entrée en vigueur du pemmis : 2010-07-01

Expiry Date: ' _
Date d'expiration du permis : 2025-06-30 ,
The number of beds allowad under this licence is:

Nombre de lits autorisé en vertu du permis : 252

This licence is subject to the condition(s) in Appendix A.
Le présent permis est assorti des conditions énoncées & 'annexe

(Bffectot under the Long-Term Care Homes Act, 2007/
Directeur en veriu de la Lof de 2007 sur les foyers de soins de longue durde)

A759-69 (2010/06) Queen's Printer for Ontario, 2010 / Imprimeur de la Relne pour I'Ontarig, 2010 Page 1 of / de 2 Q/ :
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Oy | -
» > Long-Term Care Home Licence
H Ministry of Health ;
ZJ- ONntario e Long-Term Care Homes Act, 2007
Minlstérs de la Santé Permis autorisant un foyer

ot des Solns de longue durde -
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:
Numéro du permis du foyer de soins de longue durée : 1041-1.01

The licence noted above is subject to the following condition(s); .
Le permis mentionné ci-dessus est soumis aux conditions suivantes :

1.

4759-69 (2010/08) - Page 2 of /de 2




SCHEDULE 4
OWNED REAL PROPERTY [SECTION 1.1]

3595 Keele Street, North York, Ontario

Part of Lot 17, Concession 3, WYS, designated as Part 1 on Plan 64R-9597 together with an
easement over Part of Lot 17, Concession 3, WYS, designated as Part 1 on Plan 64R-11024, as
described in instrument number TB328847, City of Toronto, Property Identifier Number 10181-
0039(LT) | |

Permitted Encumbrances

I. 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 Transport Canada of |

Pearson Airport Zoning Regulation instrument number TR57844.
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SCHEDULE 5
LEASES RENT ROLL [SECTION 1.1]

See attached.

0
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EXHIBIT A

FORM OF APPROVAL AND VESTING ORDER
" [SECTION4.3]

Approval and Vesting Order on Standard Terms

Court File No. 06-CL-6233

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURARBLE @ ® THE ® DAY

JUSTICE € - ~ _.OF @ 20@

BETWEEN:

PEOPLES TRUST COMPANY
Applicant
—and—.
PARAGON HEALTH CARE INC. AND 1508669 ONTARIO LIMITED

Responden_ts

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. and Paragon Health Care (Ontario) Inc.
(individuall}) or collectively 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 GEM Health Care Group Limited (the “Purchaser”) made as of @,

209 and appended to the Report of the Receiver dated ® 20' (the “Report™), and vesting in
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the Purchaser the Debtor’s nght, title 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 subnnssmns of counsel for the Receiver,
® <Insert names of other parties appearing.> , no one appearing for any other person on the

service list, although properly served as appears from the affidavit of ® <Insert name.> sworn
® 209 filed:

1. THIS COURT ORDERS AND DECLARES that the Transaction is hereby approved, and
that the Sale Agreement is commefcially 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 tnay 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 Receiver’s
certificate to the Purchaser substantially in the form attached as Schedule A hereto (the
“Recelver s Certificate™), all of the Debtor’s right, title 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 (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

,
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the Em_;umbrances 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
Registration Reform Act (Ontario) duly executed by the Receiver, the Land Registrar is hereby
directed to enter the Purchaser as the owner of the subject real property identified in Schedule B
hereto (the “Real Property”) in fee simple, and is hereby directed to delete and expunge from
title to the Real Property all of the Cla.ims 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 Protection and Electronic Documents Act, the Receiver is authorized and permitted
to disclose and transfer to the Purchaser ail 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.
7. THIS COURT ORDERS that, notwithstanding:

(@8  the pendency of these proceedings;

TOR_LAW\ 7457836\5
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8.

(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 pursnant 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, frandulent conveyance Or
other reviewable trahsaction under the Bankruptcy and Insolvency Act (Canada) or any
other applicable federal or provincial legislation, nor shall it constitute oppressive or

unfairly prejudicijal conduct pursuant to any applicable federal or provincial legislation.

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.

J K
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SCHEDULE A
FORM OF RECEIVER'’S CERTIFICATE

Court File No. @

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

A. Pursuant to an Order of the Honourable ® of the Ontario Supenor Court of Justice (the
“Court”) dated ® <Insert date of Order.>, 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 Paragon Health Care Inc. and Paragon Health Care (Ontano) Inc. (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 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; (ii) that the conditions to Closing as set out in section

Q/
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. ofthe _S_ale 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.

C. Unless otherwisc 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 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 intetim receiver and receiver and
manager of the current and future assets, undertakings
and properties of Paragon Health Care Inc. and Paragon
Health Care (Ontario) Inc. and not in its personal
capacity

Per:

Name:
Title:
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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 64R-9597 together with an

easement over Part of Lot 17, Concession 3, WYS, designated as Part 1 on Plan 64R-11024, as
described in instrument number TB328 847, City of Toronto, Property Identifier Number 10]81-

0039(LT)
o S
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SCHEDULE C

CLAIMS TO BE DELETED AND EXPUNGEDVFROM TITLE TO REAL PROPERTY

1. Paragon Health Care Inc. / ‘Soins de Sante Paragon Inc. under transfer instrument number
TB646693 and application for change of name of owner from 862465 instrument number
AT385907.

2. Peoples Trust Company under

(1) 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 instrument number
TR53329;

(i)  charge instrument number TR62546;

(iv)  general assignment of rents instrument number TB953232 as assigned by
instrument number TR61725;

(v) general assignment of renté instrument number TR62547;

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

(1) 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;

(iii)  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 Klosler, Smith, Nixon & Co.
LLP, under charge instrument number AT911777.
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Her Majesty the Queen as represented by the Minister of Finance, Ontano with respect to
a claim under the Corporations Tax Act, 5 Park Home Avenue, 2™ Floor, 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 Limited, under instrument number

AT1048439,

Doclf9B2778v6
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SCHEDULE D

PERMITTED ENCUMBRANCES, 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 Transport Canada of
Pearson Airport Zoning Regulation instrument number TR57844. %
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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 ®, 2010 | '
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 Paragon Health Care Inc. and Paragon
Health Care (Ontario) Inc. and not in its personal capacity

(the “Receiver™)
-and- -

GEM HEALTH CARE GROUP LIMITED, a corporation existing
under the laws of Nova Scotia

(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 Paragon Health Care Inc. and Paragon Health Care
* (Ontario) Inc. (the “Debtor”) effective 9:00 a.m. 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 ®, 2010 (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 interests of the Debtor, if any, in and to the Assets and the
Assumed Contracts and to assume the Assumed Obligations. ‘

C. Capitalized terms used herein not otherwise defined herein will have the meanings set o
in the Agreement. |

TOR_LAW\ 7457836\5
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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.

MISCELLANEOUS
(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 counterpart of this Agreement will be deemed

to constitute due and sufficient delivery of such counterpart. %

TOR_LAW\ 7457836\
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The parties have executed this Indenture.

TOR_LAW\ 7457836\5
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DELOITTE & TOUCHE.INC., solely in
its capac1ty as court-appomted interim
receiver and receiver and manager of the
current and future assets, undertakmgs and
properties of Paragon Health Care Inc. and
Paragon Health Care (Ontano) Inc. and not

_in its personal capacity

Per
Name:
Title:

‘GEM HEALTH CARE GROUP

LIMITED

Per
Name:

Title: /
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AMENDING AGREEMENT NO. |

THIS AMENDING AGREEMENT is dated its of October 27.2010

BETWEEN:
DELOITTE & TOUCHE INC.. sofely in its eapacity as court-
appotnted interim receiver and receiver and manager of the current
and future assets, undertakings and properties of Paragan Health
Care Inc. and Paragon Health Care {Ontario) Inc. and not in ity
personal capacity )
(the “Vendor™)

-and -

GEM HEALTH CARE GROUP LIMITED, a corporation
existing under the laws of Nova Scotia

{the “Purchaser")
CONTEXT:

Al The parties have made an Agreement of Purchase and Sale of the Assets dated
October 20. 2010 ¢*Purchase Agreement™),

B, The parties wish to amend the term of ihe Purchase Agreement which is referred
to below.,
C. The words and phrases beginning with capitals have the meaniogs assigned in the

Purchase Agreement unless the context otherwise requires.,

FQR GOOD AND YALUABLE CONSIDERATION, the receipt and sufficiency of
which is acknowledped, the parties agree as follows:

L. Section 1.1 Definitions is amended by deleting
““Due Diligence Period” means the period commencing on the
Acceplance Date to and including the date which is seventy five (75) days
itnmediately thereafter.™

and substituting therefor

“"Duc Diligence Period™ mcans the period commencing on the
Acceptance Date to and including January 24, 2011

2, Except as specifieall ¥ amended hercin, the Purchase Agreement continues in full
foree and effect.
3 This Agreement may be executed by the partics in Counterparts. with the executed

)

TOR_LAWS 750081941
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counterpart delivered by

Agreement.

1

cach  party lozether constituling  this Amending

Each of the parties has exeeuted and detivered this Agreement. as of the date noied at the

beginning of the Agreement,

PO LAW . To028 (%)

DELOITTE & TOUCHE INC.. ‘:(]lCJ\r nits
capacity as court- -appointed inlerim receiver and
receiver and manager of the current and future
assets, undertakings and propertics of Paragon
Iealth Care Ine. and I’.lmg,on [tealth Care
(Ontario) Ine, and not in its personal capacity

Per

Name: DAatec w52

Title: sowint wyok Pais. Pyt
GEM HEALT ROUP LIMITED
Por

Name, ed b
Title:  President
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Ministry of Health and Long-Term Care
Health System Accountability and Performance Division

NURSING HOME/BED LICENSING REVIEW PROCESS

PURPOSE:

The purpose of the pre-sale review process is to:

+ review the suitability of the proposed purchaser
+ allow the public and others to comment/submit reactions to the proposal
+ review the proposal for compllance with current legislation

PROCESS:

a

The Director, under the Nursing Homes Act/Performance Improvement and Compliance
Branch, Health System Accountability and Performance Division, Ministry of Health and Long-
Term Care {(MOHLTC) receives written notification, along with a copy of the Purchase and
Sale Agreement, from the licensee (vendor) of their wish to sell a nursing home to a specified
purchaser (can be an individual or company).

The Performance Improvement and Compliance Branch (PICB), is responsible for co-
ordinating the licensing transaction,

A response letter describing the review process required is sent to both the vendor and
proposed purchaser from the PICB.

Once confirmation is received from the vendor that the Administrator, residents and staff at the
nursing home have been informed of the proposed sale, PICB notifies the MOHLTC Setvice
Area Office of the proposed licence transaction. MOHLTC Service Area Office staff in the
disciplines of nursing, dietary and environmental health visit the home and conduct inspections
of the existing programs and premises.

Results of these inspections, including identification of areas requiring corrective action, are
sent to the proposed purchaser for their information and response. [f the nursing home is
structurally non-compliant, one of the conditions of the licensing transaction will be a
requirement to meet the current MOHLTC structural compiiance standards.

Any unmet criteria identifled at the time of the inspections will be left with the home for
corrective action in accordance with the current compliance program. 1t is the responsibility of

the vendor and/or the purchaser to ensure all unmet criteria are addressed in a timely manner
acceptable to the ministry.

The proposed purchaser is requested to submit a management package to the PICB outlining
how they will address the problems identified as a result of the pre-sale inspections, and
describing how they plan to operate the nursing home (staffing deployments, programs, etc.).

The management package is evaluated by MOHLTC Service Area Office staff as to its
suitability.
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In addition, the proposed purchaser is asked to submit a financial package for evaluation by
staff of the MOHLTC Finance Management Branch.

The MOHLTC Service Area Office is requested to notify the affected Community Care Access
Centre(s) and/or Local Health Integration Network (LHIN(s)} of the proposed transaction and
invite their comments. Comments received are subsequently forwarded to PICB for review. .

If beds are to be relocated from one area of the province to another, PICB in consultation with
the appropriate LHIN(s) assesses the bed and population statistics in the existing county and

the county to which beds are to be moved in order to determine the impact of the proposed
licence transaction.

Legislation [Nursing Homes Act, Section 12(1)] requires that a public meeting be held and a
notice be placed in the local newspaper (where the nursing home is located) 30 days In
advance of said public meeting, which is organized and chaired by MOHLTC Service Area
Office staff. This notice indicates the licensee's interest in selling the nursing home to the
proposed purchaser and invites the public to either attend the public meeting or send a letter to
the Director under the Nursing Homes Act, commenting on the proposed licence transaction.
This notice provides the community with an opportunity to support or express concern relative
to the proposal. The licensee and proposed purchaser are also informed of the public
meeting, although currently there is no requirement for them to attend.

Where the applicant is an existing licensee, the MOHLTC reviews their record fo determine the
quality of the licensee's operation in terms of satisfying the MOHLTC's requirementis to provide
care to residents, meet structural compliance and utilize ministry funds appropriately.

PICB arranges a pre-sale board interview with the proposed purchaser and thelr management
team, which usually consists of the President, Administrator, Director of Nursing and other staff
as deemed necessary. MOHLTC sfaff attending the interview consists of the Licensing
Program Consultant, the nursing, dietary, and environmental health staff who conducted the
pre-sale inspections, a recorder, and other MOHLTC staff as required. The purpose of this
interview is o discuss the contents of the proposed purchaser's management package, their
proposed management style, and where necessary, thelr finances and financia! management

ability. At the conclusion of the pre-sale interview, conditions which must be met prior to
recommending approval are discussed.

Once the management and financial packages are reviewed and evaluated, along with input
from the public meeting, pre-sale board interview results, and comments from the MOHLTC
Service Area Office(s), Community Care Access Centre(s), and LHIN(s), the Director under
the Nursing Homes Act makes a decision to approve or disapprove the licence transaction.

If the licence transaction is approved, a letter is prepared by PICB ouflining conditions for
approval of licensure. The original copy of the approval letter must be signed by the purchaser
as agreement io the conditions and returned to the Licensing Program Consultant, PICB.

If the licence transaction is not approved, the purchaser and vendor are notified in writing of
the reasons for that decision.

Once the conditions lstter is signed and returned to PICB, along with the requested licensing
documentation which includes a completed "Application for a Licence to Establish or Maintain
and Operate a Nursing Home", a new licence Is issued to the approved licensee.
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0 The new licensee is required to enter into a service agresment with the MOHLTC and/or
appropriate LHIN. This requirement is contained in the signed conditions letter.

ADDITIONAL RESOURCES:

0o Anyone interested in operating a nursing home should be familiar with the Nursing Homes Act
and Regulation 832 which is avallable through the Ontario Government Book Store, 880 Bay
Street, Toronto, Ontario, M7A 1N8. [The toll-free number is 1-800-668-9938; in Toronto, the
mail order humber is (416) 326-5300].

o All long-term care homes {i.e. nursing homes and homes for the aged) are expected fo comply
with established care, program and service standards and criteria which are outlined in the
"Long-Term Care Home Program Manual”. Copies of this manual can be obtained from the
MOHLTC website, www.health.gov.on.calenglish/providers/pub/pub_menusfpub_ltc.html.

a For information regarding the availability of licensed nursing homes/beds, please contact the
Ontario Long Term Care Association at (905) 470-8995 or your local real estate firm.

NOTE:

At the present time, only licensed nursing homes/beds are transferable. The above process is not
applicable to homes for the aged.
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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 23, 2006 to February 11, 2011

Receipts

1. Ministry of Health Funding 3 50,414,193
2. Cash in bank 71,808
3. Interest eamed 38,810
4. Total receipts $ 50,524,999
Disbursements
5. Funding to Casa Verde Nursing Home $ 39,993,149
6. Funding to Casa Verde Retirement Home 5,265,000
7. Receiver fees 783,282
8. Legal fees 275,924
9. GST 57,761
10. HST 10,998
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. Filing fee 70

21. Total disbursements
22, Receipts less disbursements

23. Less: Payments/Disbributions to secured creditor

24. Balance on Hand

46,415,256

4,109,743

$
$
$ 1,306,793
$ 2,802,950
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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 23, 2006 to February 11, 2011

Receipts
1. Cash in bank $ 3,479
2, Interest earned 412
3. Total receipts $ 3,891
Disbursements
4. Filing fee $ 70
5. Bank charges 20
6. Total disbursements $ 90
7. Balance on Hand 3$ 3,801
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IN THE MATTER OF THE RECEIVERSHIP OF
1508669 ONTARIO LIMITED

Receiver’s Interim Statement of Receipts and Disbursements
for the period January 23, 2006 to February 11, 2011

Receipts

[o2 I & | B N S B\

. Ministry of Health Funding
. Receiver's Certificates

. Cash in bank

. Interest eamed

. Miscellaneous refunds

$ 19,580,842
477,273

32,194

36,460

3,160

. Total receipts

Disbursements

7.

8.

9.
10.
11.
12
13.
14,
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.

Funding to West Park Health Centre
Receiver fees

Legal fees

Repayment of Receiver's Certificate
GST

Advertisement

HST

Appraisal fees

Security

Courier

Consulting fees

Travel expenses

Telephone

Photocopies

Postage

Filing fee

Bank charges

Total disbursements

Receipts less disbursements

Less: Payments/Distributions to secured creditor

$ 20,129,929

$ 18,392,434

403,547
129,869
106,958
28,383
3,955
3,799
2,500
2,406
1,169
998
975
787
308
276

70

10

$ 19,078,444

$ 1,051,485
1,000,000

Balance on hand

$ 51,485
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February 10, 2011

Paragon Health Gare Inc. - Solna de
3595 Keele Street
Morth York, ON M3J1M7

RE: Paragon Health Care Inc. - Scins de
3595 keele street North York, ON

STATEMENT FOR DISCHARGE PURPOSES - Mortgaga No. 20795
(Effective February 14, 2011 - interest currently pald to November 01, 2005}

Principal Balance as at November 01 2005 $8,635,101.91

Interest Rate 8.370% from November 01 2005 to February 14 2011 $3,810,957.54
. Tax Account (A Minus Balance is a Credit) $2,933,085.28
Late Payment Interest $1,537,963.00
Discharge Penalty $ 0.00
Statement Fee - $ 600
Discharge Fee $ 000
Sundry Account (A Minus Balance Is a Credlt) $103,209.14

Total Amount $17,020,316.87

Per Diem from February 14, 2011 $1.980.18

The loan balance outstanding as at February 14, 2011 will be $17,020,316.87.

THE AMOUNTS IN THIS STATEMENT ARE CALCULATED ON THE BASIS THAT ALL
PAYMENTS UP TO AND INCLUDING THE ACTUAL PAYOUT ARE MADE AND HONQURED.
If any such payments are not made or honoured, then the amounts in this statenent will no
longer be valid and will be replaced without notice by amaunts 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 to ensure
that all such payments are made and honoured s on the paity refying on this statement and
making payment ta us in accordance with it.

All taxes and other charges paid by us from the time of preparation to the closing date and not
indicated on this statement are the responsibility of the Mortgagar.

Funds received after 12:00 P.M. of the proposed discharge date will be subject to an additional
daily Interest charge of $1,980.16 until paid. 1f the proposed discharge date is on Friday, funds
received after 12:00 P.M. will bs subject to additlanal interest until the next business day. If this s
a floating rate mortgage, the daily interest charge 1s subject to change in the Prime Lending Rate
aof the Bank of Montreal.

Payment must be in the form of a solicitor's trust cheque or certified cheque. Please include the
appropriate form of Discharge Documentation (including PPSA Security if applicable) for
execution by Peoples Trust Company.

This statemsnt 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 CMHG approval.
If approved, a final Discharge penalty calculation must be requested no more than &
business days prior to payout. If this is a final penalty calculation, the penalty is valid only
for the effective date on this statement.

Martin Mallich

Manager, Default Management E.&O.E

Head Office a B.C. Region u] Prairi¢ Region u] Ontarie Region ]

Suite 1400, 888 Damsmuir St
Yancouver, B.C. V6C 3K4
Telephone: 604-683-2831
Fax: 604-683-5110

Email: people@penplastust.com

Suite 1 [15 — Bentall Twa,.
PQ Box 231

555 Burrard Street
Vancauver, B.C V7X IME
Telephone: 604-685-1068
Fax: 604-683-2787

Emuik vancouva lesmuat.com

Suitc 955, 3084 Ave. S.W.
Calgary, AB, T2P JE&
Telephone: 403-237-8975
Fax: 403-266-5002

Email: calgary@peoplesirust cam

Suhte 1801-130Adelaide St. West
Taronto, ON M5H P35
Telephone: 416-368-3266

Fax: 416-368-3328

Email; toranto{@peoplestrust. 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 February 14, 2011)

I, HARTLEY M. BRICKS, of the City of Toronto, in the Province of
Ontario, MAKE OATH AND SAY:
1. | 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 October 1, 2009 to October 31, 2010.

3. Attached hereto as Exhibit “B” is a summary of the accounts issued by the
Receiver for 1508669 from October 1, 2009 to October 31, 2010.
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SWORN before me!at the City of

- on Febryary 14, 2011.

-2.

4. Attached hereto as Exhibit “C” are true copies of the accounts of the Receiver
with respect to Paragon and Paragon Ontarie, including a detailed description of the
activities, number of hours worked applicable hourly rates, and totals. | confirm that

these accounts accurately reflect the services provided by the Recelver in this
proceedlng '

5. Attached hereto as Exhibit “D” are true copies of the accounts of the -Recei.ve.r
with respect to 1508669, irioluding a detailed - desc‘ription of the activifies" number of
hours worked, applicable hourly rates, and- totals. | confi irm that these accounts
accurately reﬂect the serwces provided by the Receiver in this proceedmg

8. 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 Ontano
and 1508669 accounts represent a fair and ‘accurate descrlptlon of the services
provided and the amounts charged by i;he Recelver

7. . | swear this aff‘ davit in support of the Receiver's Motion for, among other things,
approval of its fees and disbursements and those of its. counse! and for no other or

|mproper purpose.

i

Toronto, in the Province of Ontano

S g S enge® “eagst “wep

it

Hartley M Bricks.
Commissioner for Taking Affidavits

" Anna Koroneds, a Gommissioner, stc.,
Province of Ontario,
for Deloitte & Touche Ing.,
Trustes In Bankruptcy.
Expires June 5, 2011.
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Exhibit “A”
Summary Of Invoices Issued By The Receiver For Ansia Koroneos, a Commissioner, sic..
Paragon Health Care Inc. and Paragon Health Care (Ontario) Inc. Provinte of Ontio,

Invoice Date

27-Jan-10
16-Mar-10
27-Apr-10
6-Aug-10
15-Oct-10
17-Dec-10

Invoice Period

October 1, 2009 to November 30, 2009
December 1, 2009 to January 31, 2010
February 1, 2010 to March 31, 2010
April 1,2010 to June 30, 2010
July 1, 2010 to August 31,2010
Septembet 1, 2010 to October 31, 2010

for Dalnitte & Toueha [ng.,
Trustee I Bankrupicy.
Expires Juna 5, 2071,

Amount of Invoice

(including GST/HST)

 $22,386.00
33,238.80
20,464.50
24,575.25
36,401.82
32.819.16
$169.885.53
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Summary of Invoices Issued by the Receiver for for Detoite anﬁm;tw- ’
1508669 Ontario Limited Efm Tune_ , 2
Invoice Date Invoice Period [iﬁcl?uo;il: ‘g;%‘;;ligeg
27-Jan-10 October 1, 2009 to November 30, 2009 $10,505.25
. 16-Mar-10 December 1, 2009 to January 31, 2010 27,140.40
27-Apr-10 February 1, 2010 to March 31, 2010 19,537.35
6-Aug-10 April 1, 2010 to June 30, 2010 26,089.35
15-Oct-10 July 1, 2010 to August 31, 2010 19,116.21
17-Dec-10 September 1, 2010 to October 31, 2010 13,440.22
$115.828.78
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Thia is Exhibit * . refaredio .
in the Affidavit of TISL{LLC ks

Deloitte. i =r

A Commisaions, 21C

Anna Koronegs, a Compiselongr, 816
Pravinca of Onario,
tor Deloitte & Touche {06,
Teustoe in Bankmuptcy,
Expires Jung 5, 2011.

Private and Confidential

Date:

Paragon Heslth Care lne. ofa Casa Verde Health Centre and s
Paragon Health Care (Ontario) Inc. ' Invoice No:
/o Deloitie & Touche Inc.

) Concorde Gate, Suite 200

North York, Ontario

M3C 4G4

Invoice #23

" Deloitte & Toucha Inc.

1 Concorde Gate, Suite 200 2 21
Toropto QN M3C 4G4
Canada

Tel; 416-601-6150
Fax: 416-601-6690
wirw . deloitie.ca

January 27, 2010
25426881

Client/tandate No: 891048.1000000
Billing Partrier:

pDaniel R, Weisz

GST Registration No; 133245290

Re: Paragon Health Care Inc. {
{(*Casa Verde") and Paragon Health Care (Qntario) Inc,

- Receivership

To professional services rendered in connection w
Deloitte & Touche Inc. as Court-appointed Interim.
Manazger {“Receiver”) of Paragen Health Care Inc.
(Omtario) Inc. for the peviod October 1, 2009 ta Novenber 30,

« Review on Octaber 1, 2009 of correspondence from the potential purchaser

(the “Purchaser™) and réspond to same;
« Propare corresponde
(*Peoples”) regarding the status of the sales process;
Realty Ltd. regarding the status of the Purchaser's deliverables;

« Review on October 5, 2009 of corresponden
Management Services Co., Inc. (“Diversicar
with Casa Verde;

Term Care Annual Report;

e Discussion on Ociober
Purchaser's posilion and other matters;

s Review coriespondence on October 7.

{“MOH) and respond 1o same;

“Paragon") o/a Casa Verde Health Centre.
(“Paragon Onfario™)

ith the appointment of
Receiver and Recéiver and
and Paragon Health Care
2009, including;

nce on Ociober 2, 2009 to Peoples Trust Compainy

Discussion on October 5; 2009 wirth Mr. John Jensea of John A Jensen

ce from Diversicare Canada
¢") regarding various 1ssues

Discussion on Octaber 6, 2009 with Diversicare regarding audit of Long-
6. 2009 with Mr. Jeisen regarding the staus of the

7 2009 from Ms. Pinky Lee of
Diversicare regarding Ontario Ministry of Health and Long Tern Care

Member of
Doloitte Touche Tohmatsu




Paragon Health Care Inc. o/a Casa Verde Health Centre - Receivership
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Page 2 of 4 — Invoice #23
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* Discussion on October 13, 2009 with Mr. Jensen regarding the status of the
Purchaser and timing for response;

¢ Revicw on October 14, 2009 of Long-Term Care Home Accountability
Planning Submission;

® Review on QOctober 15, 2009 of August operating results;

* Review on October 16, 2009 of the Purchascr’s changes to the draft
Agreement of Purchase and Sale (“APS™);

* Telephone conversation on October 20, 2009 with Mr. CHiff Prophet of
Gowling Lafleur Henderson LLP (“Gowlings”) regarding a notice to
request sale of property issued by Canada Revenue Agency ("CRA");

* Discussion on October 21, 2009 with Mr. Jensen regarding the status of the
Receiver’s review of the Purchaser's comments on the draft APS,

preparation of analysis of net proceeds from the contemplated sale to the
Purchaser;

* Rcview on October 21, 2009 of cash flow forecast and prepare
correspondence to Diversicare regarding monthly funding;

¢ Preparation on October 22, 2009 of nct proceeds analysis;

* Preparation for and attendance on a conference call on October 23, 2009

with Mr. Harry Vanderlugt of Gowling to discuss the Purchaser's comments
on the APS;

* Revise on October 26, 2009 the net proceeds analysis and discussion with
Mr. Jensen regarding same;

* Preparation for and attendance on October 26, 2009 on a conference call
with Peoples and Gowlings to discuss the APS;

¢ Discussion on October 29, 2009 with Mr. Vanderlugt regarding status;
subscquent discussion with Mr. Jensen regarding same;

¢ Review on October 30, 2009 of information from Diversicare;

¢ Revicw on November 2, 2009 of correspondence from Peoples regarding
hedging strategies;

* Discussion on November 3, 2009 with Mr. Jensen regarding the status of
ncgotiations with the Purchaser and correspondence with Peoples and Mr.
Vanderlugt regarding same; review of Mr. Jensen’s proposed amendinents
10 the APS:

* Discussion on November 4, 2009 with Mr. Jensen regarding the status of
the Purchaser's position and other matlers;

* Review on November 6, 2009 of a quote to audit the 2008 L'TC Annual
Report and confirm acceptance of same;

» Discussion on November 10, 2009 with Mr. Vanderlugt regarding the status
of the drafi APS;




Paragon Health Care inc. o/a Casa Verde Health Centre - Receivership
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e Review on November 10, 2009 of correspondence from Diversicare
regarding a gas contract;

¢ Discussion on November 11, 2009 with Ms, Millie Christie of Diversicare
regarding the status of Casa Verde Health Centre and the Local Health
Integration Network (“LHIN”) agreement;

e Review on November 13, 2009 of draft of APS as amended by Gowlings
and forward same to purchaser;

» Review on November 18, 2009 of submission to the LHIN and discuss
same with Ms. Millie Christie;

e Review on November 18, 2009 of September operating results;

¢ Provide on November 23, 2009 an update to Peoples on the status of
negotiations with the Purchaser,;

¢ Review on November 23, 2009 cash flow funding request and execute
same;

e Preparation on November 24, 2009 of court materials for distcibution
motion;

* Review on November 26, 2009 of correspondence from Ms. Christie
regarding Occupancy Based Funding (*OBF") for 2009,

¢ Discussion on November 27, 2009 with Mr, Jensen regarding the status of
the Purchaser’s interest in proceeding and review of e-mail from Purchaser
regarding certain concerns;

e Review on November 27, 2009 and execute OBF application;

e Review on November 30, 2009 of correspondence from Diversicare
regarding property taxes; and

e 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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A detailed summary of hours and rates as follows:

StafT Hours Hourly Rates Total Fees

Daniel R. Weisz, CAeCIRP, CIRP, Senior Vice 1.0 $ 550.00 $ 55000
President

Hartley Bricks, MBA, CAeCIRP, CIRP, Vice 43.9 460.00 20,194.00
President

Edith Sehrbrock, Staff Technician 3.6 160.00 576.00

Total Hours : 48.5

’ Qur Fee $21,320,00

GST @ 5% 1,066.00

Amount Payahle $22,386.00

Z Payahle upon receipt to Deloitte & Touche Inc.

Daniel R. Weisz, CAeCIRP, CIRP
Senior Vice President

2305160
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Deloitte.

Private and Confidential

Paragon Health Care Inc. ofa2 Casa Verde Health Centre and
Paragon Health Care (Ontario) Ing.

cfo Deloitte & Touche Inc.

181 Bay Street, Suite [400.

Toronto, Ontarig

MS5J 2V1

Invoice #24

Deloitte & Touche Int.

181 Bay Street.

‘Suite 1400 ) 225
Toronte ON. M5] 2V1

Canada

Tel: 416-601-6150
Fax: 416-601-6690
www.deloitte.ca

Date: March 16; 2010
[nvaice Na: 2571015
Client/Mandate No: B91048.1000000
Billing Partner: Daniel R. Weisz

GST Registration No: 133245250

Re: Paragon Health Care Inc. ("Paragon”) and Paragon Health Care (Ontario)

Ine. (“Paragon Ontario”) - Receivership

To professional services rendered in connéction with the appointment of
Deloitte & Tounche Ine. as Court-appointed Interim Receiver and Receiver and
Manager (“Receiver”) of Paragon Health Care Ine. and Paragon Health Care
(Ontario) Inc. o/a Casa Verde Health Centre (“Casa Verde”) for the period

December 1, 2009 to January 31, 2010, including;

- & Discussion on December 1, 2009 with Mr. Clifton Prophet of Gowling
Lafleur Henderson LLP (“Gowlings™) regarding the status of the -potential

pusrchaser's {the "Purchaser") offer;

» Discussion on December 2, 2009 with Mr. John Jensen of John A. Jensen
Realty Inc. regarding potential interesied parties in Casa Verde;

¢ Correspondence ori Decgmber 2, 2009 to/from Mr. Harry Vanderlugi of
Gowlings regarding ending the exclusivity with the Purchaser;

» E-mail correspondence on December 2, 2009 to/from Ms. Millie Christie of
Diversicare Canada Management Services Co., Inc. (“Diversicare™)

regarding fire panel issues and other matters;

¢ Preparation of the Receiver’s Fifth Report to Court (the *“Court Report™) in
connection with the Receiver’s application to the Court for an Order

authorizing a distribution of funds;

» Discussion on December 7, 2009 with Mr, Mallich regarding the status of the

Purchaser and termination of the letter of intent;

Audit . Tax . Consulting . Finangial Advisory.

‘WMember gf
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® Preparation on December 10, 2009 of affidavit materials for distribution
motion; revise Agreement of Purchase and Sale template ("APS") and
provide copy to Mr. Jensen and discuss same; review of files regarding Phase
I Environmental Reports and provide same to Mr. Jensen;

¢ Finalization on December 16, 2009 of the affidavit and Court Report and
forward to Gowlings for review;

* Preparation on December 17, 2009 of financial information for an interested

party;

¢ Preparation on December 18, 2009 of due diligence materials for an
interested party; discussion with Mr. Jensen regarding the status of the
interested party

*  Preparation for and attendance on December 23, 2009 at Court for the
Receiver’s application to Court approval of the distribution motion;
discussion with Diversicare regarding disbursements; various
correspondence regarding same, organize site visit for the interested party;

¢ Preparation on December 24, 2009 of a distribution to Peoples;

¢ Review on December 24, 2009 of e-mail correspondence regarding insurance
coverage;

* Review on January 4, 2010 of correspondence regarding the distribution
motion and Court Order;

e Correspondence on January 6, 2010 with First National and Canada
Mortgage and Housing Corporation (“CMHC”) regarding the CMHC
Certificate for Casa Verde;

* Review on January 7, 2010 of insurance policy, discussion regarding same
with Gowlings and prepare correspondence to Canada Brokerlink regarding
changes required to the documents; discussion with Mr. Jensen regarding
status of the interested party’s site visit and process for due diligence;

¢ Discussion on January 8, 2010 with Mr. Jensen regarding status of the
interested party and their information requirements and review of files
regarding same;

e Correspondence on January 12, 2010 with the interested party regarding
CMHC certificate and discussion with Mr. Eamonn O'Rafferty at CMHC
regarding same; .

e Preparation on January 13, 2010 of materials for the interested party; respond
to Canada Brokerlink regarding changes to insurance endorsement;

¢ Review on January 18, 2010 of e-mail correspondences regarding insurance
and respond to Canada Brokerlink regarding changes to endorsement;

¢ Reconciliation on January 19, 2010 of MOH funds received in 2009;

e Correspondence on January 19, 2010 to/from Diversicare regarding cash
flow funding and MOH funding matters;
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Attendance at a meeting on January 20, 2010 with Mr. Richard Stewart and
Ms, Christie at Casa Verde to discuss various issues and status of sale
process;

Discussion on January 2(, 2010 with Mr, Jensen regarding the status of the
interested party’s proposal to purchase;

Review on January 21, 2010 of offer received from the interested party;
carrespondence with Ms. Christie regarding employes matters;

Review on January 25, 2010 of the interested party's proposal and anatysis of
same, forward to Peoples and various correspondence regarding same;

Correspondence on Januaiy 26, 2010 to/from CMHC and Peoples regarding
the interested party’s offer and recommendations; and

To all other administrative matters with respect.to the Receivership
administration, including all meetings, telephone attendances, written and
verbal correspondence to facilitate the foregoing,

A detailed summary of hours and rates as follows:

Staff Hours Hourly Rate§ Total Fees
Daniel R. Weisz, CAsCIRP, CIRP, Senior Vice 39 $ 550.00 § 2,145.00
President
Bryan A. Tannenbaum, CA«CIRP, FCIRP, Senior 0.5 550.00 Z15.00
Vice President
Hartley Bricks, MBA, CA«CIRP, CIRP, Vice 62.2 460.00 28,612.00
President
Rose Brown, Staff Technician 0.4 160.00 64,00
Edith Sehrbrock, Staff Technician 3.5 160.00 560.00
Total Hours 10.5 .
Our Fee $31,656.00
GST (@ 5% 1,582.80
Amount Payable $33,238.80

Payable upon receipt to Deloitte & Touche Inc.

(-

Daniel R. Weisz, CAeCIRP, CIRP
Senior Vice President

H30K819
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Deloitte.

Private and Confidentinl

Paragon Health Care Inc. o/a Casa Verde Health Centre and
Paragon Health Care (Ontario) Inc.

c/o Deloitte & Touche Inc.
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Toronto, Ontario
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Invoice #25

Deloitte & Touche Inc.

181 Bay Street

Suite 1400 2 2 8
Toronto ON MS) 2v1

Canada

Tel: 416-601-6150

Fax: 416-601-6690
www.deloitte.ca

Date: April 27, 2010

Invoice No: 2602225
Client/Mandate No: 891048.1000000
8illing Partner: Daniel R. Weisz

GST Registration No: 133245290

Re: 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 Paragon Health Care
(Ontario) Inc. o/a Casa Verde Health Centre (“Casa Verde™) for the period

February 1, 2010 to March 31, 2010, including;

e Correspondence on February 4, 2010 with a potential purchaser regarding

the status of consideration of its offer;

. Preparzition for and attendance on February 10, 2010 at a meeting with
Diversicare Canada Management Services Co., Inc. (“Diversicare”) to

review the 2010 budget and other matters;

o Review on February 11, 2010 of correspondence from Diversicare regarding
reconciliation of the Ministry of Health and Long-Term Care (the “MOH™)

accounts;

e Discussion on February 12, 2010 with Mr. John A. Jensen of John A. Jensen
Realty Inc, (*Jensen Realty™) regarding review of building and quote for

redevelopment report;

¢ Review on February 12, 2010 of MOH correspondence regarding

Occupancy Based Funding for 2009;

¢  Review of correspondence on February 15, 2016 from the MOH regarding
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data validation for licensees;

¢ Review on February 17, 2010 of benefits renewal information and approval
of same;

* Telephone messages on February 19, 2010 to and from Mr. Jensen regarding
tours and site plans;

e Discussion on February 22, 2010 with Mr. Jensen regarding results of site
visit; ,

¢  Arrange on February 22, 2010 for meeting with Peoples Trust Company
("Peoples”) and Canada Mortgage and Housing Corporation ("CMHC");

» Correspondence on February 22, 2010 to CMHC regarding offer received;
» Review on February 22, 2010 of cash flow funding;
* Review on February 23, 2010 of December operating results;

* Review on February 24, 2010 of financial statement summary and provide
copy to Peoples;

» Preparation for and attendance on February 25, 2010 at a meeting with
CMHC and Peoples to discuss an offer for Casa Verde, requirement for
updated appraisals and preparation of a redevelopment report;

» Telephone correspondence on February 25, 2010 to appraisers regarding
submission of proposals;

* Provide on March 1, 2010 information on Casa Verde to appraisers in
consideration of submission of proposals;

* Prepare on March 1, 2010 and submit Data Validation Forms and supporting
documentation to the MOH;

e Correspondence on March 2, 2010 with Peoples and CMHC regarding
appraisal proposals;

s Execute on March 3, 2010 of appraisal contract and forward information
request to Diversicare and subsequent discussion with Ms. Pinky Lee of
Diversicare regarding same;

» Forward on March 5, 2010 property tax information to Mr. Jensen;

s Correspondence on March 8, 2010 with Mr. Jensen regarding quotation for
redevelopment analysis and review of same; correspondence with Mr.
Jensen regarding tax status of Casa Verde;

e Attendance on March 10, 2010 on a telephone call with Mr. Jensen
regarding redevelopment report proposal from OCA Architects (“OCA™);

* Attendance on March 11, 2010 on a telephone call with Mr. Jensen
regarding proposal to prepare redevelopment report;

Membre de / Member of Defaitte Touche Tohmatsu




Paragon Health Care Inc. o/a Casa Verde Health Centre - Receivership
April 26, 2010 : 230
Page 3 of 4 — Invoice #25

¢  Preparation on March 11, 2010 of correspondence to the Central LHEN
regarding Registered Practical Nurse Stylization Funding amendment to the
service funding agreement;

*  Attendance on March 15, 2010 at meeting with OCA regarding its
redevelopment proposal and update to Peoples and CMHC regarding same;

¢ Review or March 15, 2010 of January operating results;

¢ Correspondence on March 18, 2010 from Diversicare regarding cash flow
funding;

e Review on March 18, 2010 of files regarding the MOH claw back;

» Review on March 22, 2010 of correspondence from Diversicare regarding
wage adjustments;

¢ Review and execute on March 24, 2010 the listing agreement extension with
Jensen Realty;

o Cormespondence on March 25, 2010 with Diversicare regarding the status of
various issues;

e Review and revise on March 26, 2010 of a termination letter for an
employee and forward to Diversicare;

e Correspondence on March 29, 2010 with OCA regarding acceptance of its
proposal and its information requirements;

* Correspondence on March 29. 2010 with Diversicare regarding LHIN
confidentiality issue; and

» To all other administrative matters with respect to the receivership
administration, including all meetings, telephone attendances, writicn and
verba! correspondence to facilitate the foregoing.

Membre de 7 Member of Deloitte Touche Tohmatsu
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A detailed summary of hours and rates as follows:

Stall ' Hours Hourly Rates Total Fees
Daniel R. Weisz, CAeCIRP, CIRP, Senior 06 $ 550.00 $330.00
Vice President

Hartley Bricks, MBA, CAeCIRP, CIRP, Vice President 412 460.00 18,952.00

Rose Brown, Estate Administrator 13 160.00 208.00
Total Hours 43.1

Our Fee $19,490.00

GST @ 5% 974.50

Amount Payable $20,464.50

ﬁ Payable upon receipt to Deloitte & Touche Inc.

Daniel R. Weisz, CAeCIRP, CIRP
Senior Vice President

[L{BLNE)
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Deloitte.

Private and Confidential

Paragon Health Care Inc. v/a Casa Verde Health Centre and
Paragon Health Care (Onfario) Inc,

c/o Deloitte & Touche Inc.
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Invoice #26

Defoitte & Touche Inc.

181 Bay Street

Suite 1400 232
Taranto ON MS5) 2V1

Canada

Tel: 416-601-6150
Fax: 416-601-6690
www.deloitte.ca

Date: Augustk &, 2610
Invoice No: 2683155
Client/Mandate Na:  891048,1000000
Billing Partner: Danief R. Weisz.

GST Registration No: 133245290

Re: Paragon Health Care Inc. ("Paragon") and Paragoun Health Care (Ontario)

Ine, (“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 Paragon Health Care
{Ontario) Ine. o/a Casa Verde Health Centre (“Casa Verde®) for the periad

Aprit 1, 2010 to June 30, 2010, including;

¢ Review on April 1, 2010 of infortnation requested by Ms. Susan Alford of
CWPC Seniors’ Housing Group (“CWPC") and respond. to same;

¢ Review of correspondence on April 6, 20 10 from Mr; Scott Schumacher of
OCA Architects ("OCA") regarding the status of its redevelopmeni analysis

for Casa Verde:

* Discussions on April 7, 2010 with Ms, Millie Christie of Diversicare Cariada
Management Co,, Ine. (“Diversicare”™) regarding the status ol various

matters;

¢ Reviewon April 9, 2010 of February 2010 operating statements and forward
same to Mr, Martin Mallich of Peoples Trust Company (“Peoples Trust™)
and Mr. Eamonn O’ Rafferty of Canada Mortgage and Housing Corporation

("CMHC™),

»  Discussion on April 9, 2010 with Mr. John Jensen of John A. Jensen Realty
Inc. regarding the status of a potential purchaser's continued interest in Casa

Verde;

« Correspondence on April 13, 2010 with Ms. Alford regarding outstanding

infermation required and provide same;

Mambn: e/ fAember ol Boiesite Touchio Tabinaisg
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e Discussion on April 15, 2010 with Mr. Jensen regarding the status of the
sales process and tour requests;

» Correspondence on April 15, 2010 with Diversicare regarding various
operational matters;

e Correspondence on April 19, 2010 with Diversicare regarding its monthly
cash flow funding request, '

¢ Review of correspondence on April 21, 2010 from Ms. Nancy Shapiro of
Koskie Minsky LLP, counsel to a terminated employee, and forward same to
Diversicare for comments;

e Discussion on April 23, 2010 with Mr. Cliff Praphet of Gowling Lafleur
Henderson LLP regarding a potential claim from a terminated employee and
subsequent discussion with Ms. Christie regarding same;

e Review of correspondence on April 23, 2010 from Ms. Christie regarding
proposed capital projects and subsequent discussion regarding same, and
information regarding the employee termination;

e Review and execute on April 23, 2010 an ofTer letter of employment for a
Manager of Sales and Marketing;

e Correspondence on April 26, 2010 with Mr. Jensen regarding an interested
party and protocol for accepting future offers;

e Correspondence on April 27, 2010 with Mr. Schumacher regarding the
status of the redevelopment analysis;

e Cormrespondence on April 27, 2010 with Mr. Prophet regarding information
regarding the employee termination;

e Correspondence on April 30, 2010 with Ms. Christie regarding M. Palermo;

¢ Discussion on May 3, 2010 with Ms. Christie regarding the termination of a
temporary employee and prepare a letter regarding same;

e Correspondence on May 3, 2010 with Ms, Christie and Mr. Prophet
regarding a proposed settlement with a terminated employee;

* Review on May 3, 2010 of the March 2010 operating statement and forward
same to Mr. Mallich and Mr. O'Rafferty;

¢ Review on May 5 and 6, 2010 the proposed response to Ms. Shapiro
regarding the terminated employee and provide comments to Mr. Prophet on
same;

e Correspondence on May 11, 2010 with Ms. Alford regarding the status of
the appraisal of Casa Verde;

+ Correspondence on May 17, 2010 with Diversicare regarding its monthly
cash flow funding request;

s Review of May 17 and 18, 2010 of CWPC’s drafl appraisal report for Casa
Verde;
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» Review and execute on May 20, 2010 an offer of employment letter for a
Director of Clinical Services;

¢ Review on May 11, 2010 of a draft redevelopment analysis report prepared
by OCA:

e Review on May 31, 2010 of Municipal Property Assessment Corp.
(*MPAC"} information request forwarded by Peoples and forward same to
Diversicare;

¢  Forward on June 3, 2010 OCA'’s draft redevelopment analysis report to Mr.
Mallich;

* Forward on June 3, 2010 CWPC’s appraisal lo Mr. Mallich;

¢ Attendance on June 4, 2010 at a meeting at Casa Verde with Ms. Christie
and Mr, Richard Stewart, Administratot, to review proposed capital
expenditure program and tour the facility,

¢ Correspondence on June 4, 2010 with Mr. Mallich regarding marketing of
Casa Verde; '

* Discussion on June 7, 2010 with Mr. Prophet regarding a resident matter;

e Review of correspondence on June 8, 2010 from Ms. Christie regarding a
reference letter for a terminated employee;

* Correspondence on June 9, 2010 with Diversicare regarding monthly cash
flow funding;

¢ Discussion on June 10, 2010 with Diversicare regarding various matters;

¢ Review on June 11, 2010 of CWPC'’s final appraisal of Casa Verde;

e Review on June 14, 2010 of correspondence from Jensen regarding a
proposal to purchase Casa Verde;

¢ Review on June 15, 2010 of Jensen's proposed marketing brochure for Casa
Verde;

* Discussion on June 21, 2010 with Mr. O'Rafferty regarding a request for
certain information on Casa Verde and provide same;

e Discussion on June 22, 2010 with Mr. Jensen regarding the status of a
potential purchaser;

¢ Review on June 23 and 24, 2010 of draft terms for a potential sale of Casa
Verde and provide comments to Mr. Jensen;

¢ Review on June 28, 2010 of Service Accountability Agreement (“SAA™)
with the Central Local Health Integration Network (the “LHIN") and
forward same to Gowlings for cornments;
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-

Correspondence on June 28, 2010 with Ms. Rameena Shiwram of Canada
Broker|ink regarding adding the LHIN a5 an Additional Insured pursiant o
the terms of the SAA;

Correspendence on June. 29, 2010) with Mr., Jensen regarding the purchaser's
counter offer;

Discussion on June 29, 2010 with Mr. Prophet regarding his comments on
the SAA;
Review. exeeute and courier on June 30, 2010 the SAA to the LHIN; and

To all othér adminisirative maiters with respeet 1o the receivership
adrinistration; including all meetings, telgphone attendances, writien and
verbal correspondence to facilitate the foregoing.

A detailed sumimary of hours and rates as follows;

Staff Hours  Hourly Rates Total Fees

Danie! Weisz, CACIRP, CIRP, Senior Vice President 0.9 550.00 $ 49500

Harlley Bricks, MBA, CA«CIRP, CIRP, Vice President 48.9 460,00 22.494.00,

Rase Brown, Estate Admmistrator ' 26 160.00 416.00
Total Hours 524

Qur Fee £23,405.00

GST @ 5% 1,170.2%

Amount Payable $24,575.25

Q Payable upon receipt to Deloitte & Touche Inc:

Daniel B Weisz, CAoCIRE, CIRP
Senior Vice President

£2114%)
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Deloitte.
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Paragon Health Care{Ontario) Inc.
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Dalpitte & Touche Ine. 236
131 Bay Street’

Suite 1400 .

Toronta ON M$J V1

Canada '

Tel: 416-601-5150

Fax: 416-601-6690
wwiv,deloitte.ca

Datg: Qctober 15,2010

Invoice No: 2716145

Ctient/Mandate No: 891048.1000000
Billing. Partner:. Dariiel R. Weisz

HST Registration Noi 133245290

Re: Paragon Health Care Inc. ("Paragon™) and Paragon Health Cire (Ontario)

Inc. (“Para[,,on Ontario”) Regeivership

To professional services rendered in connection with the appointment of
Deloitte & Touche Inc: as Court-appointed Interim Réceiver and Receiver and
Manager (“Receiver”) of Paragen Health Care Ing. and Paragon Health Care.
(Ontario) Iuc. o/a Casa Verde Health Centre (*“Casa Verde™). forthe perwd

July 1; 2010 to- August 31, 2010, including;

« Cotrespondence on July 5; 2010 with Ms. Rameens Shiwram of Canada
Brokerlink regarding the Centificate of Insurance’to be provided to'the

Central LHIN:

» Discussion on July 6, 20 10-with Mr: John Jensen of John A Jensen Realty
Ine. regarding status of (he potential purchaser and terms of proposed

dgreement of purchase and sale (“APS™); revise the Service Accoyntability
Agréement between Casu Verde and the Central LHIN;

Reyview onJuly 6, 2010:0f the Long-Term Care Heme Licence issued by the
Ministry of Health and Long-Term Care and forward a copy to. Casa Verde;

Correspondence on July 7, 2010 t6 Cinada Mortgage and Housing
Corporation (“CMHC”) regarding-a proposed transaction and |
carrespondence with PU.)pleS Trust Company (“Peoples Trust”) regarding
Same;

‘Review on July 7, 2010 of an Insurance Endorsement adding the Ceritral
LHIN as:an Additional Insured and forward same to the Central LHIN;
Prepare on July 7, 2010 the acknowledgement for the Central LHIN in:
conjunction with the Service Accountabilily Agreement;

Mermibre de Member of DelditteToude Tahmatsy
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e Correspondence on July 7, 2010 with Peoples Trust regarding the proposed
terms of the APS;

¢ Correspondence on July 8, 2010 from CMHC regarding an offer from an
interested party;

¢ Discussion on July 8, 2010 with Mr. Jeff Kwan of the Central LHIN
regarding changes to the Service Accountability Agreement;

¢ Correspondence on July 8, 2010 with Mr. Scott Schumacher of OCA
Architects regarding the availability of “as built” plans for Casa Verde:

e Review on July 9, 2010 of cormespondence from CMHC regarding Casa
Verde;

e Review on July 12, 2010 of correspondence regarding the settlement with a
terminated employee and forward same to Diversicare;

¢ Discussion on July 12, 2010 with Ms, Millie Christie of Diversicare Canada
Management Co., Inc. (“Diversicare”) regarding a collections agreement and
other issues;

o Prepare on July 12, 2010 an APS for a contemplated transaction with an
interested party;

s Execute on July 13, 2010 the updated Service Accountability Agreement
with the Central LHIN;

¢ Draft on July 13, 2010 the APS;

¢ Draft on July 14, 2010 the APS, discuss same with Mr. Cliff Prophet of
Gowling Lafleur Henderson LLP (“Gowlings™) and forward same to
Gowlings for its review;

¢ Finalize on July 15, 2010 the settlement with a terminated employee and
correspondence with Gowlings and Diversicare regarding same;

e Correspondence on July 26, 2010 with Diversicare regarding issues involved
in the settlement with a terminated employee;

¢ Discussion on July 27, 2010 with Mr. Eamonn O'Rafferty of CMHC
regarding status of the sale process; review of financial information and
respond to questions from CMHC;

¢ Correspondence on July 28, 2010 with Ms. Christie regarding various
malters;

e Discussion on August 3, 2010 with Mr. Jensen regarding the status of the
APS; accumulate due diligence information for the interested parny;

e Review and complete on August 5, 2010 a credit application with Chubb
Credit; subsequent review of files and correspondence with Diversicare
regarding information requested by an interested party;

s Review on August 6, 2010 of June operating results and forward same to
Mr. Jensen, Mr. Martin Mallich of Peoples and Mr. O'Rafferty;
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* Review on August 9, 2010 of the interested party’s comments on the APS;

* Discussion on August 10, 2010 with Mr. Harry VanderLugt of Gowlings
regarding the interested party’s comments on the APS;

¢ Correspondence on August 10, 2010 with Peoples Trust regarding the status
of the APS and surplus cash in the Receiver's account;

* . Review on August 12, 2010 of the interested party’s proposed changes to the
APS and a discussion with Mr. VanderLugt regarding same;

»  Discussion on August 16, 2010 with Mr. Jensen regarding the status of the
APS and a subsequent discussion with Mr. VanderLugt regarding same;

* Respond on August 16, 2010 to information requested by CMHC;

®  Review on August 6, 2010 a contract for natural gas supply and execute the
contract;

¢ Discussion on August 17, 2010 with Mr. Jensen regarding the APS and
various comrespondence regarding same;

¢ Discussion on August 18, 2010 with Mr. Jensen regarding the interested
party’s position on various issues contained in and relating to the APS;

* Correspondence on August 20, 2010 with Diversicare regarding various
contracts; review of due diligence materials;

¢ Correspondence on August 23, 2010 from Diversicare regarding taxes and
other matters;

* Discussion on August 24, 2010 with Mr. Jenscn regarding the status of the
response to the interested party;

* Comrespondence on August 24, 2010 with Mr. VanderLug! regarding the
status of the APS and strategy regarding same;

¢ Correspondence on August 26, 2010 with Diversicare regarding MOH
reconciliations and review of same;

¢ Correspondence on August 27, 2010 from Mr. Jensen regarding site tours;

* Review on August 31, 2010 of J uly operating results and forward same to
Peoples Trust, CMHC and Mr. Jensen;

¢ Review on August 30, 2010 of correspondence regarding the APS; and

e 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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A detailed summary of hours and rates as follows;

Staft Hours Hourly Rates Total Fees:
Dani¢l Weisz, CA»CIRP, CIRP, 30 $ 550.00 $1:650.00°
Senior Vice President
Hartley Bricks, MBA, CAsCIRP, CIRP, 66.2 460.00 30,452.00
Vice President
Rose Brown, Estate Administrator 0.7 160.00 112.00
Total Hours. 69.9
Our Fee $32,214.00
HST @ 3% 4,187 .82
Amount Payable $36,401,82

Daniel R” Weisz,

/W)

Payable upon reeeipt to Deloitte & Touche Inc.

CA#CIRP, CIRP

Senior Vice President

v
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Invoice #28

: 240
Deloitte & Touche Inc.
181 Bay Street
Suite 1400
Toronto ON M5) 2V1
Canada

Tel: 416-601-6150
Fax: 416-601-6690
www _deloitte.ca

Date: - December 17, 2010
Invoice No: 2754421
Client/Mandate No: 891048,1000000
Bllling Partner: Daniel R. Weisz

HST Registration No: 133245250

Re: Paragon Health Care Ine. ("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 Paragon Health Care
(Ontario) Inc. o/a Casa Verde Health Cenfre (“Casa Verde”) for the perlod

September 1, 2010 to October 31, 2010, including;

e Discussion on September 1, 2010 with Mr. Harry Vanderlugt of Gowling
Lafleur Henderson LLP ("Gowlings") regarding the status of the Agreement

of Purchase and Sale ("APS");

e Review on September 2, 2010 of the APS and correspond with Mr.

VanderLugt regarding same;
e Review on September 3, 2010 of the APS;
» Review on September 7, 2010 of the APS;

» Discussion on September 7, 2010 with Mr. John Jensen of John A. Jensen

Realty Inc. regarding the status of the transaction;

» Review on September 8, 2010 of changes to the APS;
» Review on September 8, 2010 of the APS and provide comments to Mr.

VanderLugt;

» Discussion on September 17, 2010 with Mr. Jensen regarding the status of
the APS, including subsequent discussion with Mr. VanderLugt regarding

same;
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e Discussion on September 21, 2010 with Mr. Jensen regarding the status of
the sales process;

« Reviewon September 21, 2010 of correspondence regarding wage
increases;

s Discussion on September 21, 2010 with Diversicare Canada Management
Co., Inc. (“Diversicare™) regarding various matters;

s Prepare correspondence on September 22, 2010 regarding monthly cash
flow funding;

s Correspondence on September 27, 2010 with Renders LLP in connection
with approval for the 2009 audit of Long-Term Care Anmal Report;

» Correspondence on September 28, 2010 with Mr. Jensen regarding status of
a response from the purchaser;

e Review on September 28, 2010 of the August, 2010 operating statements;

s Discussion on October 4, 2010 with Mr. VanderLugt regarding the status of
the APS and review of due diligence materials;

e Review on October 5, 2010 of all contracts on file and create a summary of
the contracts to be attached to the APS;

o Review on October 5, 2010 of the APS and provide comments thereon;

¢ Review and revise on October 7, 2010 the contract listing and forward to
Mr. VanderLugt;

* Review on October 7, 2010 of the updated APS and letter relating thereto,
including snbsequent call with Mr. VanderLugt regarding same;

¢ Prepare for and attendance on October 8, 2010 on a conference call with Mr.
VanderLugt to discuss revisions to the APS;

¢ Review on October 12, 2010 of the npdated APS;

¢ Discussion on October 12, 2010 with Mr. Jensen regarding the status of the
APS;

o Discussion on October 13, 2010 with Mr. Eamonn O'Rafferty of Canada
Mortgage and Housing Corporation (“CMHC”) regarding the status of Casa
Verde;

s Review on October 15, 2010 of various correspondence;
e Review on October 15, 2010 of changes to the draft APS;
» Review and execute on October 18, 2010 an offer of employment letter;

* Review on October 18, 2010 of correspondence from Diversicare regarding
cash flow funding;

s Discussion on October 19, 2010 with Mr. VanderLugt regarding e-mail
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received from counsel to the purchaser in connection with the APS;

¢ Review on October 20, 2010 of the final APS documents in preparation for
execution;

e Review on October 20, 2010 the final versions of APS and execute same;

¢ Prepare for and meet on October 21, 2010 with Mr. VanderLugt to deliver
the executed APS and attendance upon final changes thereto; -

e Discussion on October 21, 2010 with Ms. Millie Christie of Diversicare
regarding status of the sales process and employee related matters;

¢ E-mail correspondence on October 26, 2010 to/from Mr. VanderLugt
regarding extension to the due diligence period requested by the purchaser;

s Correspondence on October 26, 2010 with Peoples and CMHC regarding
the status of the sale of Casa Verde;

e Correspondence on October 26, 2010 with Mr. Jensen and provide due
diligence materials;

¢ Correspondence on October 27, 2010 with Mr. Jensen regarding meeting the
with the purchaser;

¢ Correspondence on October 27, 2010 with Diversicare regarding due
diligence materials;

e Review and execute on October 28, 2010 of the Amendment to fhc
Agreement of Purchase and Sale (" Amendment™) and forward same to Mr.
VanderLugt;

e Correspondence on October 28, 2010 with Gowlings and Mr. Jensen
regarding the APS and the Amendment; and

e 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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Summai-y of fees

Staff Hours Hourly Rates| Total Fees
Daniel Weisz, CAeCIRP, CIRP, 9.5 $ 575.00 $5,462.50
Senior Vice President
Hartley Bricks, MBA, CAsCIRP, CIRP, 44.0 480.00 21,120.00
Vice President
Weber, Haley, Senior Consultant 9.0 245.00 2,205.00
Rose Brown, Estate Administrator 1.6 160.00 256.00
Total Hours 64.1
Our Fee] - $29,043.50
HST @ 13% 3,775.66
Amount Payable $32,819.16

Payable upon receipt to Deloitte & Touche Inc.

£

Daniel R. Weisz, CAeCIRP, CIRP

Senior Vice President
#528205
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Private and Confidentinl

1508669 Ontario Limiled ofa West Park Health Centre Date:
. Invoice No:
cfo Deloitte & Touche Inc. Client/Mandate No:
1 Concorde Gate Billing Partner:
A
E!'LHTE "(20 . GST Registration No:
North York, Ontaria
M3C 4G4

Invoice #23

Deloitie & Touche Inc.

1 Concorde Gate, Suite 200
Toronta, Ontario M3C 4G4
Canada

Tel: 415-601-615C
Fax: 416-601-6690
wyew.deloitle.ca

lanuary 27, 2010
2542758
891066.1000000
Danial R, Weisz

133245290
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RE: 1508669 Ontario Limited (“1508669” or the “Company”) —
Receivership o/a West Park Health Centre (YWest Park™)

To professional services rendered in connection with the appointnien tof

Deloitte & Touche Inc. (“Deloitte™ as Cowrt-appointed Interim Receiver
and Recciver and Manager (“Receiver”) of 1508669 Ontario Limited o/a

West Park Health Centre for the period October 1, 2009 to November 38,
2009, including:

s Review and respond on October 2, 2009 to request for financial
information from Peoples Trust Company (“Peoples™);

» Respond on Qctober 5, 20109 to Peoples regarding reswdent room
occupancy and rates;

»  Correspondence on October 7. 2009 with Mr. Gric Hall of Diversicare
Management Services Canada. ine. (“Diversicare”) regarding flooving
issues, forward correspondence to Peoples and discuss same;

s Review on October 14, 2009 of Long-Term Care Home Accountability
Planning Submission (“LATS™):

»  Review on Qctober 15, 2009 of Augusi operating results;

«  Review on October 16, 2009 and respond to Mr. Martin Mallicl of
Peoples regarding site plans; forward request for plans (o Ms. Brenda
Sinan;

«  Review on October 20, 2009 of correspondence {rom Canada Revenue
Agency ("CRA”) regarding a request for sale and forward same to

Member of
bPelaitte Touche Tohmatsu
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Gowling Lafleur Henderson LLP (“Gowlings™);

* Review on October 21, 2009 of correspondence from CRA regarding a
request for financial information;

* Discussion on October 26, 2009 with Peoples regarding the status of
foreclosure proceedings and site drawings;

* Review on November 5, 2009 of correspondence from Mr. Don Jeffrey
of Diversicare regarding employee matters;

* Discussion on November 5, 2009 with Ms. Anne Walton regarding the
status of West Park regarding Ministry of Health (“MOH”) review and
requirement for capex ,and e-mail correspondence to Mr. Mallich
regarding same;

* Review of correspondence on November 6, 2009 from Ms. Walton
regarding MOH meeting and the requirement to purchase certain assets
in connection therewith and advise Peoples of same;

¢ Discussion on November 11, 2009 with Diversicare regarding the
status of various matters;

¢ Attendance on November 12, 2009 at West Park for exit interview with
the MOH; separate discussion with Mr. Hall regarding the plan for
dealing with enforcement inspections by the MOH;

* Review on November 13, 2009 of MOH report on exit review; prepare
correspondence to Peoples regarding the meeting with the MOH and its
decision to place West Park into enhanced enforcement;

¢ Review on November 13, 2009 of correspondence from Gowlings
regarding foreclosure action;

* Attendance on a conference call on November 17, 2009 with Mr. L.
Wittlin of Lang Michener LLP regarding foreclosure action;

* Review on November 17, 2009 of submission to the Local Health
Integration Network and correspondence regarding an employee who
resigncd and forward same to Diversicare;

¢ Correspondence on November 18, 2009 from Ms. Pinky Lee of
Diversicare regarding property taxes and discussion with Mr. Mallich
regarding same;

* Revicw on November 18, 2009 of September operating results;
¢ Review on November 18, 2009 of [.APS and cxecute same;

* Revicw on November 20, 2009 and execute an offer of employment for
an RN Supervisor,

* Review on November 20, 2009 of results of enforcement inspection
and discuss same with Diversicare;

* Review on November 23, 2009 of cash flow funding request and
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execute same;

¢ Discussion on November 25, 2009 with Mr. Hall regarding the status of
MOH reviews and the Administrator role and forward previously sent
e-mail correspondence to Gowlings regarding same;

o Review on November 26, 2009 of correspondence from Diversicare
regarding an RN who resigned;

+ Review on November 26, 2009 of correspondence from Diversicare
regarding Occupancy Based Funding (“OBF") and execute same for
submission; and

e Toall other administrative matters with respect to the receivership,
including all meetings/discussions, telephone attendances, written
correspondence, review and execution of disbursements, verbal and
written reporting to facilitate the foregoing.

A detailed summary of time is as follows:

246

Staff Hours Hourly Total Fees
» Rates
Daniel R. Weisz, CAeCIRP, 2.1 $550.00 § 1,155.00
CIRP, Senior Vice President
Hartley Bricks, MBA, CA«CIRP, 18.3 460.00 8.418.00
Vice President
Edith Sehrbrock, Staff Technician 21 160.00 432.00
Total Hours 23.1
Our Fee $10,005.00
GST @ 5% 500.25
Amount Payable $10,505.25

Q Payable upon i'cccipi to Deloitte & Touche Inc.

Daniel R. Weisz, CAeCIRP, CIRP
Senior Vice President

30315
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Private and Confidential

1508669 Ontaric Limited o/a West Park Health Centre Date: No:
c/o Deloitte & Touche Inc. ggg‘;aﬁam Na:
181 Bay Street Billing Partner;

Suite 1400
Toronto, Ontario
M5) 2V1

Invoice #24

Deloitte B Touche Inc.

181 Bay Street

Suite 1400 2417
Tarento, Ontario-M31 2vV1

Canada

Tek 416-B01-6150
Fax: 416-801-6690
www. deloitle.ca

March 16, 2010
2571003
891066.1000000°
Daniel R. Weisz

GST Registration No: 133245290

Re: 1508669 Ontario Limited (“1508669” or the “Company) —
Receivership

To professional services remdered in connection with the
appointment of Deloitte & Touche Inc. (“Deloitte”) as Court-
appuinted Interim Receiver and Receiver and Manager
(“Receiver”) of 1508669 Ontario Limited o/a West Park Health
Centre (“West Park™) for the period December 1, 2009 to January
31, 2010, including:

» Discussion on December |, 2009 with Mr: Clifton Prophet of
Gowling Lafleur Henderson LLP (“Gowlings”) regarding
potential termination package for an ernployee;

e Review on December 2, 2009 of correspondenee from Mr.
Prophet regarding sugpgested temmination package;

» Discussion on December 7, 2009 with Mr, Martin: Mallich of
Peoples Trust Company (“Peoples™) regarding previous offers
for West Park;

o Preparation of the Receiver’s Fifth Report to Court;

« Discussion on December 11, 2009 with Ms. Laura White of
Kronis Rotzstain Margles Cappel (*KRMC”) regarding the
status of 4 Lantana Circle, St. Catherines (“Lantana
Property™); research on web regarding the Lantana Property;
update court report and advise Gowlings of the status of the
Lantana Property;

Audir. Tax. Consulting . Financial Advisory,

‘Member of )
Deloitte Touche Tohmatsu
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* Finalization on December 16, 2009 the Receiver’s Fifth
Report to Court and forward to Gowlings for review and
comments;

e Discussion on December 18, 2009 with Mr. John A. Jensen of
John A. Jensen Realty Inc. regarding a potential purchaser’s
interest in West Park; review of files regarding environmental
reports and forward to Mr. Jensen;

e Review on December 24, 2009 of e-mail correspondences
regarding insurance;

¢ Correspondence on January 5, 2010 with Diversicare
regarding the Ministry of Health and Long-Term Care’s (the
“MOH”) review of West Park and suggested changes to
staffing;

¢ Attendance on January 6, 2010 on a conference call with
representatives of the MOH to discuss its review of West Park;
review of MOH letter and prepare correspondence to Peoples
regarding same;

s Attendance on January 7, 2010 upon a conference call with
Mr. VanderLugt and Mr. Prophet to discuss the receivership in
light of foreclosure of second mortgage by Peoples;

¢ Review on Januvary 7, 2010 of correspondence from MOH
regarding its review of West Park;

s Review on January 7, 2010 of insurance policy, discussion
with Gowlings regarding same and prepare correspondence to
Canada Brokerlink regarding required changes to documents;

¢ Arrange on January 8, 2010 a meeting with Diversicare
Canada Management Services Co., Inc. (*Diversicare”)
regarding MOH’s review and update Peoples regarding same;
correspondence with Peoples regarding status of strategy for

the property;

~®  Preparation for and attendance at a meeting on January 11,
2010 with Mr. Eric Hall and Ms. Anne Walton of Diversicare
to discuss issues with West Park and prepare for meeting with
MOH;

e Review on January 12, 2010 of MOH documents;

e Preparation for and attendance at a meeting on January 14,
2010 at the MOH to discuss enforcement and sanction
proceedings and the plan to deal with same; discussion with
Canada Brokerlink regarding changes to insurance policy;

« Preparation on January 15, 2010 of follow up correspondence
to Mr. Tim Burns of the MOH regarding the previous day’s
meeting;
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¢ Review on January 18, 2010 of Diversicare memo regarding
status of West Park;

® Review on January 18, 2010 of e-mail correspondences
regarding insurance and the revised insurance certificate;

¢ Reconciliation on January 19, 2010 of MOH funds received in
2009;

e Execute on January 20, 2010 the Umbrella Liability
Endorsement for West Park;

» Review on January 22, 2010 of Diversicare’s action plan to
deal with the MOH’s enforcement monitoring;

¢ Correspondence on January 25, 2010 with Peoples regarding
status of a previously interested party’s current interest in
West Park; and

* To all other administrative matters with respect to the
receivership, including all meetings/discussions, telephone
attendances, written correspondence, review and execution of
disbursements, verbal and written reporting to facilitate the
foregoing.
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A detailed summary of time is as follows:

Staff Hours Hourty Total Fees
Rates
Daniel R. Weisz, CA#CIRP, _ 6.6 $550.00 $ 3,630.00
CIRP, Senior Vice President
Hartley Bricks, MBA, CA«CIRP, 47.5 460.00 21,850.00
Vice President
Rose Brown, Staff Technician 0.6 160.00 96.00
Edith Sehrbrock, Staff 1.7 160.00 272.00
Technician
Total Hours 56.4
‘Qur Fee $25,848.,00
GST@ 5% 1,292.40
Amount Payable $27,140,40

Payable upon receipt to Deloitte & Touche Inc.

T
e

Daniel R. Weisz, CA#CIRP, CIRP

Senior Vice President
AR
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181 Bay Street Billing Partner:
Suite 1400

Toronto, Ontario
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Deloitte & Touche In¢.
181 Bay Street

Suite 1400

Toronto, Ontario M5] 2V1
Canada

Tel: 416-601-6150
Fax: 416-601-6680
www deloitle.ca

April 27, 2010
2602251
891066.1000000
Daniel R, Welsz

GST Registration No: 133245290
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Re: 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 Ontario Limited o/a West Park Health
Centre (“West Park™) for the period February 1, 2010 to March
31, 2010, including:

* Review and execute on February 2, 2010 offer letters of employment;

¢ Review of correspondence on February 3, 2010 from Diversicare
Canada Management Services Co., Inc. (“Diversicare”) regarding an
update on West Park;

¢ Attendance on February 3, 2010 on a telephone call with Mr. Eric
Hall of Diversicare in preparation for a telephone conference call with
the Ministry of Health and Long-Term Care (the “MOH™);

¢ Discussion on February 4, 2010 with Mr. Hall regarding termination
of an employee and other operational matters;

s Attendance on February 4, 2010 on a telephone conference call with
the MOH regarding the status of enforcement proceedings at West
Park;

Membre de 7 Member of Deloitte Touche Tohmatsu
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* Review on February 5, 2010 of Diversicare’s report on the status of
activities to deal with enforcement proceedings;

* Discussion on February 11, 2010 with Mr. Hall regarding the status of
MOH’s review of West Park and termination of an employee;

* Correspondence on February 11, 2010 with Mr. Hall regarding the
purchase of new beds;

¢ Discussion on February 12, 2010 with Ms. Anne-Maric Casse of the
MOH regarding a newspaper article on West Park and MOH's
position regarding same; subsequent telephone message to Mr. Hall
regarding same;

¢ Review of correspondence on February 15, 2010 from the MOH
regarding Data Validation Forms and complete same;

* Correspondence on February 17, 2010 with Diversicare rcgarding the
status of the MOH review and enforcement;

¢ Preparation on February 19, 2010 of cash flow funding;

¢ Review on February 19, 2010 of correspondence to the MOH
regarding the enforcement proceedings;

¢ Review and execute on February 19, 2010 an offer letter of
employment;

» Review on February 22, 2010 of status update on the MOH and
subsequent discussions with Mr. Hall regarding same;

* Reviewon February 23, 2010 of December 2009 operating results;

¢ Review on February 23, 2010 of correspondence from Diversicare
regarding reconciliation of MOH accounts;

¢ Provide on February 25, 2010 a financial statement summary to
Peoples Trust Company (“Peoples™) and Canada Mortgage and
Housing Corporation (“CMHC™);

¢ Preparation for and attendance on February 25, 2010 at a meeting
with CMHC and Peoples to discuss the status of West Park and
requirement for updated appraisals and a redevelopment report;

e Telephone correspondence on February 25, 20] 0 to appraisers
regarding submission of proposals;

* Provide information on March 1, 2010 on West Park to appraiscrs in
consideration of submitting a proposal;

¢ Prepare and submit on March 1, 2010 Data Validation Forms and
supporting documentation to the MOH;

» Complete on March 2, 2010 an amending agreement regarding RPN
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Funding and LTC Homes Service Accountability Notice;

* Discussion on March 3, 2010 with Mr. Hali regarding the status of the
MOH review and timing for the exit interview;

e Execute on March 3, 2010 the appraisal contract and forward
information request to Diversicare and subsequent discussion with
Ms. Pinky Lee of Diversicare regarding same;

¢ Attendance on March 5, 2010 on a telephone conference call with the
MOH regarding results of enforcement review and lifting of
sanctions, subsequent discussion with Mr. Hall and e-mail
correspondence to Peoples;

¢ Review on March 8, 2010 of correspondence from the MOH
regarding review and exit meeting;

* Correspondence on March 10, 2010 with Diversicare regarding the
status of the 2010 budget;

® Correspondence on March 10, 2010 with Peoples regarding the status
of the listing agreement for West Park;

¢ Attendance on March 10, 2010 on a telephone call with Mr. John A.
Jensen of John A. Jensen Realty Inc. regarding renewal of the listing
agreement and discussion of listing price;

» Discussion on March 11, 2010 with Mr. Jensen regarding
redevelopment proposal;

 Attendance on March 15, 2010 at a meeting with OCA Architects
(“OCA”} to discuss redevelopment report proposal and update to
Peoples and CMHC regarding same;

o Discussion on March 17, 2010 with Mr. Jensen regarding status;
review of listing agreement and provide comments to Mr. Jensen;
coordinate site visit with Mr. Jensen regarding an interested party;

¢ Review on March 18, 2010 of files regarding funding and an MOH
claw back; :

¢ Complete on March 22, 2010 the listing agreement with Mr. Jensen;

» Review on March 22, 2010 of the 2010 budget and discuss same with
Mr. Hall;

¢ Discussion on March 25, 2010 with the City of St. Catharines (the
"City") regarding change of ownership cut off issue and advise
Diversicare and Peoples regarding same;

¢ Review correspondence on March 26, 2010 from Diversicare
regarding repairs to flooring; forward the City's correspondence to
Peoples; ,
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Correspondence on March 29, 2010 with OCA regarding acceptance
of proposal and their information requirements;

Compile and provide on March 30, 2010 financial information for the
appraiser;

Correspondence on March 31, 2010 with Diversicare regarding HST

implications; discussion with Ms. Paige Chan regarding bank
accounts; and

To all other administrative matters with respect to the receivership,
including all meetings/discussions, telephone attendances, written
correspondence, review and execution of disbursements, verbal and
written reporting to facilitate the foregoing.

A detailed summary of time is as follows:

 Staff | Hours Hourly Total Fees
: Rates
Daniel R. Weisz, CAsCIRP, CIRP, 0.5  $550.00 $275.00
Senior Vice President
Hartley Bricks, MBA, CA«CIRP, 394 460.00 18,124.00
Vice President '
Rose Brown, Staff Technician 13 160.00 208.00
Total Hours 41.2
Our Fee $18,607.00
GST @ 5% 930.35
Amount Payable $19,537.35

=

Daniel R. Weisz, CAoCIRP, CIRP
Senior Vice President

#51280

Payable upon receipt to Deloitte & Touche Ing.
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1508669 Ontario Limited ofa West Park Health Centre Date: August 6, 2010
fo Deloitte & Touche In Invoice Mot 2683181

c/o ! : A0e. Client/Mandate No:  8910856.1000000

{81 Bay Street Billing Partner: Daniel R, Weisz

Samte 1400 . GST Registration Not 133245290

Toronto, Ontario

M1 2V

Invoice #26

Re: 1508669 Ontario Limited (“1508669" or the “Company™) —
Reccivership

To professional services rendered in connection with the
appoeintment of Delvitte & Touche Ine, (“Deloitie”) as Court-
appointed Interim Receiver and Receiver and Manager
(“Receiver™) of 1508669 Ontario Limited o/a West Park Health
Centre (“West Park”) for the period April 1, 2010 to Junc 30,
2010, including;

s Correspondence on April 1, 2010 from Mr., Eric Hall of Diversicare
Canada Management Services Co., Inc, (“Diversicare”) regarding the
status of the Ministry of Health and Long-Term Care {the *MOH™)
review of West Park;

» Discussion on April 6, 2010 with Ms. Louisc Crofts of Employment
Standards regarding West Park and a former employee claim, and
provide Ms. Crofls with a copy of the Appointment Order;

s Correspondence on April 6, 2010 with Mr. Scott Schumacher of OCA
Architects reparding the status of its preparation of a redevelopment
analysis;

» Correspondence on April 7, 2010 with Mr. Hall regarding the status of |

various operating matiers;

» Review.and respond on April 7, 2010 to questions from Ms, Susan
Alford of CWPC Seniors™ Housing Group (“CWPC”) and forward
same 1o Diversicare for comments; '

« Discussion on April §, 2010 with Mr. John Jensen of John A. Jensen
Realty Inc, regarding the results of a site tour;

Tdamipre i J Mgt of Deiode Toushs Tohmatyy
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e Review on April 8, 2010 of correspondence from Diversicare
regarding operational matters;

e Review on April 9, 2010 of February 2010 operating statements and
forward same to Peoples Trust Company (*Peoples™) and Canada
Mortgage and Housing Corporation {(“CMHC"};

e Review of April 9, 2010 of MOH report and discuss same with Mr.
Hall;

» Discussion on April 13, 2010 with Ms. Alford and provide her with
information to assist in CWPC's appraisal of West Park;

s Discussion on April 15, 2010 with Mr. Eric Hall of Diversicare
- regarding the status of various matters;

+ Correspondence on April 15, 2010 with Ms. Alford and provide her
with various information requested;

» Correspondence on April 19, 2010 with Diversicare regarding
monthly cash flow funding;

s Correspondence on April 21, 2010 from Mr. Hall regarding required
upgrades to patio area;

+ Discussion on April 22, 2010 with Mr. Jensen regarding the status of
West Park;

» Various correspondence on April 22, 2010 with Mr. Hall regarding
matters concerning the Director of Resident Care;

* Review on April 23, 2010 of CWPC’s draft appraisal;

e Correspondence on April 26, 2010 with Mr, Jensen regarding an
interested party; '

e Discussion on April 27, 2010 with Mr. Jensen regarding the status of
West Park and the interested party;

» Correspondence on April 28, 2010 with Diversicare regarding new
hires and other matters;

¢ Correspondence and discussion on April 30, 2010 with Mr. Hali
regarding an upcoming meeting with the MOH;

*» Review on May 3, 2010 of March 2010 operating statements and
forward same to Peoples and CMHC;

e Further review on May 3 and 4, 2010 of CWPC’s draft appraisal and
provide comments to Ms. Alford;

s Conference call on May 4, 2010 with Ms. Anne-Marie Casse of the
MOH regarding a status update on the MOH's review and admission
decisions and subsequent discussion with Mr. Hall regarding same;

o Correspondence on May 6, 2010 with CWPC regarding comments on
the draft appraisal;

256
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e Review on May 14, 2010 of correspondence from the MOH regarding
the status of admissions;

e Correspondence on May 17, 2010 from Diversicare regarding
monthly cash flow funding and respond to same;

¢ Review on May 20, 2010 of a further draft appraisal and prepare
comments on same;

* Correspondence and discussions on May 21, 2010 with Ms. Alford
regarding the draft appraisal;

¢ Review on May 25, 2010 of draft employment letter, and e-mail to
Ms. Karen Reid of Diversicare in respect of same;

» Review on May 31, 2010 of MPAC request and forward same to
Diversicare and correspondence with Peoples Trust Company
(“Peoples”) regarding property tax appeals;

» Attendance on May 31, 2010 on a conference call with MOH
regarding the status of enforcement;

e Correspondence on June 1, 2010 with Ms, Lindsay Oxland of the
Hamilton Niagara Haldimand Brant Lacal Health Integration Network
(“LHIN™) regarding the draft Service Accountability Agreement
(“SAA™) between the LHIN and West Park;

¢ Discussion on June 1, 2010 with Mr. Hall regarding the status of
various operational matters;

+ Correspondence on June 9, 2010 with Mr. Schumacher regarding the
status of the redevelopment analysis report;

¢ Discussion on June 11, 2010 with Mr. Jensen regarding the status of
the sale process;

e Correspondence on June 11, 2010 with Mr. Hall regarding various
matters;

e Correspondence on June 18, 2010 from Ms. Rosalind Tarrant of the
LHIN regarding a revised SAA;

e Correspondence on June 18, 2010 with Diversicare regarding monthly
cash flow funding for West Park;

¢ Review on June 21, 2010 of information provided by Diversicare in
response to MPAC’s information request and forward same to MPAC
on June 22, 2010;

. 'Forward on June 21, 2010 CWPC’s appraisal of West Park to Mr.
O’Rafferty;

» Discussion on June 22, 2010 with Mr. Jensen regarding the status of
West Park;
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L)

Review on June 28, 2¢10 of the SAA and forward same to Gowlings:

Correspondence on June 28, 2010 with Ms, Rameena Shiwram of
Canada Brokertink regarding adding the LIIIN as an Additional
Insured pursuant to the terms of the SAA;

Review and revise on Jurie 29, 2010 the SAA afier discussion with
Mr. Prophet and prepare cover letter regarding same;

Caorrespondence on Jurte 29, 2010 with Peoples regarding further
correspondence fram MPAC;

Further discussion on June 30, 2010 with Mr, Prophet regarding the
SAA, sign same and courier 1o LHIN;

To all other administrative matlers with respect to the receivership,

including all mectings/discussions, telephone attendances, written

correspondence, review and execution of disbursements, verbal and
written reporting to facilitate the foregoing.

A detailed summary of time s as Tollows:

Staff Hours Hourly Total Fees
Rates
Daniel R. Weisz, CAsCIRP, CIRP, 25 $550.00 g 1.375.00
Senior Vice President
Hartley Bricks, MBA, CAsCIRP, 50.4 460.00 23, 184.00
Vice President
Raose Brown, Staff Technician 1.8 160.60 288.0¢
Total Hours 54.7 -
Our Fee $24,847.00.
GST @ 5% 1,242.35
Amount Payable $26,089.35

Payable upon reecipt to Deloitte & Touche Inc.

3.

Daniel R, Weisz, CA«CIRP, CIRP
Semnior Vice President

22135
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Dealoitte & Touche Inc.
181 Bay Street

LN
D I 0 Suite 1400 259
- I & Toronkg, Ontario M51.2V1

Canada

Tek: 418-601-8150
Fax: 416-601-5600-

e deloilteca
Private and Confidential
1508669 Ontario Limited o/i West Park Health Centre ~ Date: Octobar 15: 2016
. rbes Yim Invaice No: 1 .
C/O Defoite & Touche Inc. C,ﬁe'nt!Maﬁd_ate No:  '891066.1000000:
181 Bay Street Billing Partner: Daniel K, Weisz

Suite 1400
Toronto, Ontaric
M31 2V

H5T Reglstration Not 133245290

Invoice #27

Re: 1508669 Ontario Limited (“1308669" or the “Company”’) ~ Receivership

To professional services rendered in connection with the appointment of
Deloitte & Touche Ine. (“Deloitte’) as Coust-appointed Interim Receiver and
Receiver and Manager (“Receiver’) of 1508669 Ontario Limited ofa West
Park Health Centre (“West Park”) for the period July 1 to Augast 31, 2010,
inchuding:

»  Discussion on July 6, 2010 with Mr. Johi Jensen of John A. Jensen Realty
Inc, reg.u’dms! stalus;

« Discussion on July 6, 2010 with Huniillon Niagara Haldiman Brant Local
Healtlt Integration Network (the “LHIN) regarding ievisions to the Service
Accountability Agreement ("SAA"); subsequent disenssion with Mr. Clf
Prophet of Gowlitig Lafleur Hendérson LLP (“Gowlings™) regarding sime
and prepare acknowledgement and forward for review;

# Review on July 6, 2010 a draft acknowledgemerit for the LHIN in
conjunction with the SAA;

«  Revise on July 7, 2010-an acknowledgemett for the LHIN in corjunction
with the SAA and lorward same;

»  Correspondence on July 7, 2010 with Mr. Eric Halt of Divetsicare Canada
Management Services Ca., Tnc. ("Diversicare™) regarding hed licences:

¢ Correspondence on July 7, 2010 with OCA Architects {*OCA™) regarding
the status of its redevelopment review and report;

»  Discussion and correspondence on July 7, 2010 with Mr. Jirn Boryske of the:
LHIN regarding changes to the SAA;

Membre de / Mamber of Delgite Touthe Tolrvatsu
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¢ Correspondence on July 8, 2010 with Mr. Jensen regarding a possible letter
of intent;

 Discussion on July 12, 2010 with Ms. Joanna Barber of West Park regarding
a site tour;

«  Execute on July 13, 2010 of the updated SAA with LHIN;

» Discussion on July 27, 2010 with Mr, Jensen regarding the status of the
sales process;

¢ Discussion on July 27, 2010 with Mr. Eamonn O'Rafferty of Canada
Mortgage and Housing Corporation (“CMHC”) regarding the status of the
redevelopment report and message to OCA Architects regarding same;

¢ Correspondence on July 28, 2010 with Mr. Hall regarding the census and
Ministry of Health and Long-Term Care matters;

= Review on August 3, 2010 of various correspondence; review of executed
SAA and forward copy to West Park for filing;

¢ Review on August 6, 2010 of June 2010 operating results and forward same
to Mr. Jensen, Mr. Martin Mallich of Peoples Trust Company (“Peoples
Trust”™) and Mr. O'Rafferty;

¢ Correspondence on August 6, 2010 with Mr. Mallich regarding the status of
the redevelopment review and report;

* Travel on August 11, 2010 to West Park, meeting with Ms. Marjorie
Mossman and Mr. Hall regarding various issues and a tour of the facility;

s Discussion on August 16, 2010 with Mr. Jensen regarding the status of the
sales process and coordinate site tour; respond to information request from
CMHC;

* Review on August 16, 2010 a natural gas supply contract and execute the
contract;

* Review on August 17, 2010 of correspondence regarding elevator issues;

¢ Review on August 17, 2010 an offer of employment letter and execute the
letter;

e Correspondence on August 20, 2010 with Diversicare and Peoples Trust
regarding water bills for West Park;

o  Prepare on August 20, 2010 correspondence regarding cash flow funding;

s Review correspondence on August 23, 2610 from Diversicare regarding the
final realty tax bill and request same of Peoples Trust;

» Correspondence on August 24, 2010 with Ms. Mossman regarding the status
of various issues; '

¢ Correspondence on August 25, 2010 from Mr. Hall regarding elevator
issues;

» Correspondence on August 26, 2010 regarding MOH reconciliation matters;
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Correspondence on August 27, 2010 with Peoples Trust and Diversicare
regarding the tax bill;

Review on August 30, 2010 of correspondence regarding tax bills;

Discussion on August 30, 2010 with QCA regarding the status of the
redevelopment report and update Peoples Trust regarding same;

Review on August 31, 2010 of July operating results and forward same to
Peoples Trust and Mr. Jensen;

Review on August 31, 2010 of correspondence from QCA Architects; and

To all other administrative matters with respect to the receivership,
including all meetings/discussions, telephone attendances, written
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:

262

Staff Hour's Hourly Rates Total Fees
Daniel Weisz, CAsCIRP, CIRP, 0.7 $ 550.00 £385.00
Senior Vice President
Hartley Bricks, MBA, CAsCIRP, CIRP, 358 460.00 16,468.00
Vice President
Rose Brown, Estate Administrator 04 160.00 64.00
Total Hours 36,9
Dur Fee $16917.00
HST @ 13% 219921
Amount Payable $19,116.21

Daniel R. Weisz, CA#CIRP, CIRP

Senior Vice President
TAMES) ’

Payable upon receipt to Deloitte & Touche Inc.




Deloitte.

Private and Confidential

Deloitte & Touche Inc.
181 Bay Street

Suite 1400

Toronte, Ontario M5 2v1
Canada

Tek 416-601-6150
Fax: 416-801-669C
www. deloitte.ca

December 17, 2010
2754397
891066.1000000
Daniel R. Weisz

1508669 Ontario Limited ofa West Park Health Centre IDate‘: No:

c/o Deloitte & Touche Inc. Cr;i‘gf/emﬂa ate No:

181 Bay Street Billing Partner:
,‘;’,‘;t:nijogmaﬂo HST Registration No: 133245290
MAI2V1

Invoice #28
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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 Ontario Limited o/a West
Park Health Centre (“West Park™) for the period September 1 to October 31,

2010, including:

* Review on September 2, 2010 of various correspondence regarding repairs;

Review on September 2, 2010 of the draft OCA Architect (“OCA”) report;

Review on September 7, 2010 of a Letter of Intent (“LOI”) received and
discuss same with Mr. John Jensen of John A. Jensen Realty Inc. and Mr.
Harry Vanderlugt of Gowling Lafleur Henderson LLP (“Gowlings™);

Various correspondence on September 16, 2010 with Mr, Larry Doraty of
Canada Mortgage and Housing Corporation (“CMHC”) regarding the LOT;
subsequent correspondence with Mr. Jensen regarding response to LOI;

Discussion on September 17, 2010 with Mr. Jensen regarding the status of
the response to the LOL;

Correspondence on September 23, 2010 with Peoples Trust Company
(“Peoples Trust”) regarding the status of the LOJ; )

Discussion on September 23, 2010 with Mr. Eamonn O'Rafferty of CMHC
regarding the parameters of an acceptable offer;

Review on September 28, 2010 of the August, 2010 operating statements;

Correspondence on September 29, 2010 with Diversicare Canada
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Management Services Co., Inc. (“Diversicare’) regarding elevator repairs,
and prepare correspondence to Peoples Trust regarding same;

¢ Discussion on September 29, 2010 with Mr. CLiff Prophet of Gowlings
regarding cash flow matters at West Park;

e Discussion on October 4, 2010 with Mr. O'Rafferty regarding the parameters
of an acceptable offer and the marketing process;

» Review on October 5, 2010 of correspondence received from CMHC and
forward information requested;

s Review on October 7, 2010 of financial results;

s Correspondence on October 7, 2010 with CMHC regarding the parameters of
an acceptable offer and discussion with Mr. Jensen regarding same;

¢ Discussion on October 12, 2010 with Mr. Jensen regarding the status of the
CMHC review;

¢ Discussion on October 13, 2010 with Mr. O'Rafferty regarding the status of
West Park; - :

* Review on October 18, 2010 of correspondence from Diversicare regarding
cash flow funding;

e Correspondence on October 26, 2010 with Diversicare regarding cash flow
funding; and

¢ To all other administrative matters with respect to the receivership, including
all meetings/discussions, telephone attendances, written 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, CAsCIRP, CIRP, 0.4 $ 575.00 $230.00
Senior Vice President :
Hartley Bricks, MBA, CAsCIRP, CIRP, 24.0 480.00 11,520.00
Vice President
Rose Brown, Estate Administrator 0.9 160.00 144.00
Total Hours 253 °
Our Fee $11,894.00
HST @ 13% 1,546.22
Amount Payable} $13,440.22

Payable upon receipt to Deloitte & Touche Inc.

Daniel R. Weisz, CAeCIRP, CIRP

Senior Vice President
#S24650
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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

Respondents

AFFIDAVIT OF HARRY R. VANDERLUGT
{Sworn February 14, 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
af:counting practices of Deloitte & Touche LLP and Mintz & Partners LLP, the name of

the Receiver was changed to Deloitte & Touche Inc. {the “Receiver”).

267




-2.

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 December 31, 2009 to December 31, 2010,
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 privilége.

5. Gowlings has also provided services and incurred disbursements in relation to
the receivership of 1508669 for the period from December 31, 2009 to December 31,
2010, as described in the Legal Costs Summary for the 1508669 receivership and
detailed in\)oices 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 February 14, 2011.

/ M ' Harry R. Vanderlugt———-\

Commissioner for Taking Affidavits

Clittm & ﬁm/%

St e et ‘et maet et
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THIS IS EXHIBIT “A” TO THE
AFFIDAVIT OF HARRY R.
VANDERLUGT SWORN BEFORE
ME THIS 14™ DAY OF FEBRUARY,
2011.

7 b

A Commissioner, etc.
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Exhibit “A”
LEGAL COSTS SUMMARY
Receivership of Paragon Health Care Inc.
LAWYER YEAR OF HOURLY RATE HOURLY RATE
CALL 2009 2010
Harry VanderLugt 1972 $650.00 $650.00
Ailsa Wiggins 1978 $525 N/A
Allen V. Craig 1980 N/A $675
Clifton Prophet 1993 $625.00 $700.00
Rhonda Jansen 1992 $575 $600
Karen Borden 2002 $470 N/A
John lllingworth 2003 $385 N/A
Christine Marchetti 2006 $330.00 $370.00
Hillary Chancey Law Clerk N/A $205.00
Jean Misurec Law Clerk N/A $205.00
Ida Foisy Law Clerk N/A $205.00
SUMMARY OF ACCOUNTS
No. Date of Account Fees .Disbursements GST/HST Total
1. December 31, 2010 $345.00 $1.25 $45.01 $391.26
2. December 8, 2010 $675.00 $26.14 $91.15 $792.29
3. November 8, 2010 $6,547.50 $76.50 $861.13 $7.,485.13
4, October 8, 2010 $542.50 $15.30 $72.52 $630.32
5. | September 21, 2010 | $13,325.00 $31.26 | $1,736.31 $15,092.57
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SUMMARY OF ACCOUNTS
No. Date of Account Fees Disbursements | GST/ HST Total

6. August 5, _201 0 $3,870.00 $0.00 $497.50 $4,367.50
7. June 30, 2010 $2,800.00 $0.00 $140.00 $2,940.00
8. December 31, 2009 | $9,860.00 $0.00 $493.00 $10,353.00

TOTAL $37,965.00 $150.45 $3,936.62 $42,052.07
Average Hourly Rate — Total fees before GST $37,965.00 = Total hours of 64.8 =

Before GST $585.88
TOTAL $42,052.07

TOR_LAW\ 7585618\2

-ii-
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montreai - ottawa - toronto - hamilion - wateriog region - calgary - vancotiver . moscow - london

Deloitte & Touche Inc. December 31, 2010
Attention; Daniel Weisz, Senior Vice President INVOICE: 17147712
Brookfield Place

181 Bay Street, Suite 1400
Toronto ON MS5JF2V1

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 $345.00
HST on Fees 44 85
Total Fees and Taxes 389.85
DISBURSEMENTS:
Disbursements {Taxable) 1.25
HST on Disbursements 0.16
Total Disbursements and Taxes 1.41
TOTAL INVOICE BALANCE:
Total for this Invoice 391.26
[ Total HST: $45.01 ]
Please remit total invoice balance due: In Canadian Dollars $391.26

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon recelpt
interest at the rate of 1.0% per annum will be charged on all amounts not paid within one month from the date of this invoice ‘

errors and omissions excluded
GST/HST: 11936 4511 RT
page 1of 3
Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-tnark Agents

1 First Canadian Place - 100 Ky Street West: Suite 1600 - Toronts : Ontario - MBX 1G5 Canada . T 415:862-75256.- F 416862-7661 - gowlings.com
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December 31, 2010
INVOICE: 17147712

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
06/12/2010 0.30 Cliff Prophet Review and comment on claim delivered by Joyce Moran re
personal injury;
13/12/2010  0.20 Hamry R, - Review and forward for signing Authorization for search of
VanderLugt building and other records.
Total Fees for Professional Services $345.00
DISBURSEMENTS
Taxable Costs
Scanning Service $1.25
Total Taxable Disbursements $1.25

terms: due upon receipt
interest at the rate of 1.0% per annum wlll be charged on all amounts not pald within one month from the date of this Involce

errors and omisslons excluded
page 2of 3
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December 31, 2010
INVOICE: 17147712

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: $391.26

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
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 recelpt
interest at the rate of 1.0% per annum will be charged on all amounts not pald within one month from the date of this [nvolce

errors and omisslons excluded
page 3of3
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montréal - ottawa - toronto - hamilton - waterloe region - calgary - Vancouver - moscow - london

Deloitte & Touche Inc. _ December 8, 2010
ATTN: Daniel Weisz ‘ INVOICE: 17126191
Senior Vice President

Brookficld Place

181 Bay Street, Suite 1400
Toronto ON MS5J 2V1

Our Matter:  T9580690/ 121969

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele Street, Toronto
TO OUR FEE:
Fees for Professionél Services $675.00
HST on Fees ) 87.75
Total Fees and Taxes 762.75
DISBURSEMENTS:
Disbursements (Taxable) 26.14
HST on Disbursements 3.40
Total Disbursements and Taxes 29.54
TOTAL INVOICE BALANCE:
Total for this Invoice 792.29
[ Total HST: $91.15 ]
Please remit total inveice balance due: In Canadian Dollars $792.29

GOWLING LAFLEUR HENDERSON LLP

PER

Harry R. VanderLugt

terms: due upon recelpt
interest at the rate of 1.0% per annum will be ¢charged on all amounts not paid within one month from the date of this invoice

errors and omissioné excluded
GST/HST: 11936 4511 RT
' page 1of 3
Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mari Agents

1. First Canadian Place . 100 King Street Wast - Suite 16G0 - Toronto - Ortaric . MEX 165- Canada -T416-862-7525 - F 416 86%- 7651, - gowlings.com
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December 8, 2010
INVOICE: 17126191

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
27/10/2010  0.60 Harry R. E-message purchaset's solicitor re funds and extending due
VanderLugt diligence; e-message receiver; draft amending agreement; e-
message and aftendances with purchaser re receipt of funds
08/11/2010 0.40 Harry R. E-message and telephone attendance with B. Bricks re
VanderLugt arrangements and expense for environmental and building
condition reports; deliver package of original agreement
documents and copy to Jensen
Total Fees for Professional Services $675.00
DISBURSEMENTS
Taxable Costs
Scanning Service $22.75
Long Distance Telephone $0.14
Courier $3.25
Total Taxable Disbursements $26.14

terms: due upon receipt
Interest at the vate of 1.0% per annum will be charged on all amounts not paid within ene month from the date of this Invoice

errors and omissions excluded
- page 2of 3
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December 8, 2010
INVOICE: 17126191

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: $792.29

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 Direci 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
MS5L 1G9

0010-00002

Gowling Lafleur Henderson LLP

Suite 1600, 1 First Canadian Place, Toronto, ON
M5X 1GS

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 paymeuts.toronto@gowlings.com

. terms: due upon receipt
Interest at the rate of 1.0% per annum will be charged on all amounts not paid within one month from the date of thls involce

errors and smissions excluded

page 3 of 3
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mentréal - ottawa - toronto - hamilton - waterloo region - calgary - vancouver - rnoscow - [ondon

Deloitte & Touche Inc, November 8, 2010
ATTN: Daniel Weisz INVOICE: 17105689
Senior Vice President

Brocokfield Place

181 Bay Street, Suite 1400
Toronto ON M5J2V1

COur Matter: TO58690 / 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 $6,547.50
HST on Fees 851.18
‘Total Fees and Taxes 7,398.68
DISBURSEMENTS:
Disbursements (Taxable) 76.50
HST on Disbursements 9.95
Total Disbursements and Taxes 86.45
TOTAL INVOICE BALANCE:
Total for this Invoice 7,485.13
[ Totai HST: $861.13 ]
Please remit total invoice balance due: In Canadian Dollars $7,485.13

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon receipt
Interest at the rate of 1.0% per annum will be charged on all amounts not paid within one month trom the date of this involce

errors and omlssions excluded
GST/HST: 11936 4511 RT
’ ' pagedlof4
Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents

1 First Conadian Place - 100 King Streat West - Suite 16040-Toronie - Ontardo - MEX 1G5-Canada T 416862 7525 F 415-862.7661 . dowlings.com




Mintz & Partners Limited

Qur Matter: T958690
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November 8, 2010
INVOICE: 17105689

Receivership of Paragon Health Care Inc. t/a Casa Verde

Health Centre 3585 Keele Street, Toronto

PROFESSIONAL SERVICES
Date Hours Timekeeper
04/10/2010  0.30 Harry R.
VanderLugt
05/10/2010  1.90 Harry R.
VanderLugt
06/10/2010  0.30 Harry R.
VanderLugt
07/10/2010  0.20 Harry R.
VanderLugt
08/10/2010  1.80 Harry R.
VanderLugt
08/10/2010 0.70 Harry R,
Vanderbugt
12/10/2010  1.60 Harry R.
VanderLugt
12/10/2010 (.40 Harry R.
VanderLugt
13/10/2010  0.30 Harry R.
VanderLugt
18/10/2010  1.00 Harry R.
VanderLugt
19/10/2010  0.50 Harry R.
VanderLugt
20/10/2010 0.30 Harry R.
VanderLugt
21/10/2010  0.40 Harmry R.
VanderLugt

Total Fees for Professional Services

Description

Telephone attendance with IT.Bricks re remaining GEM
purchase agreement matters;

Update and review searchs and draft schedule of interests in
lands to include in agreement and vesting order; e-message H
Bricks;

E-messages GEM solicitors and H. Bricks re purchase
agreement;

Additional items for sale agreement;
Tel confce receiver re final agreement points;

Review agreement of purchase and sale issues and clean ups and
review side letter with H. Bricks and D. Weisz;

Make agreement revisions; revise side letter; e-message
receiver;

Final revisions to purchase agreement and forward with
schedules to solicitor for final review;

E-message from and to R. Miller re agreement schedules and
matters;

E-message purchaser solicitor; review search re instrument
deletions schedule corrections and additions; review Coin-a-
Matic title registration; telephone attendance with H.Bricks,
revision and prep execution copies;

E-message solicitor; agreement; letter to D&T Inc.;
Further exchange of e-message re title registration items; deliver

forms; e-message H. Bricks;

Attendance to complete execution of documents and forward to
purchaser for signing;

$6.547.50

terms: due upon recelpt

Interest at the rate of 1.0% per annum will be charged on all amounls net pald within one month from the date of this involce

errars and omissions excluded

page 2 of 4




DISBURSEMENTS
Taxable Costs

Courier

TeraView (Ontario) Online Searches & Registration - Taxable

Total Taxable Disbursements

terms: due upon receipt

280

November 8, 2010
INVOICE: 17105689

$17.50
$59.00

$76.50

Interest at the rate of 1.0% per annum will be charged on all amounts not pald within ohe month from the date of thls Invoice

ermors and omissions exciuded

page 3of 4
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November 8, 2010
INVOICE: 17105689

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: $7.485.13 '

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 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, 1 First Canadian Place, Toronto, ON
M5X 1GS

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 ¢-mail the remittance details to payments.toronto@gowlings.com

terms: due upon recelpt
interest at the rate of 1.0% per annum wlll be charged on alf amounts not pald within ohe month from the date of this invoice

errars and omissions excluded
page 4nf 4




Deloitte & Touche Inc.
ATTN: Daniel Weisz
Senior Vice President”
Suite 200, 1 Concorde Gate
Toronto, ON M3C 4G4
Canada

Our Matter: T958690 /121969

282

montréal - ottawa - torento - hamillon - waterlos Tedion - calgary - vancosver - moscow - london

October 8, 2010
INVOICE: 17085497

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele Street, Toronto

TO OUR FEE:

Fees for Professional Services
HST on Fees
Total Fees and Taxes

DISBURSEMENTS:

Disbursements {Taxable)
HST on Disbursements
Total Disbursements and Taxes

TOTAL INVOICE BALANCE:

Total for this Invoice
i Total HST: $72.52 ]

Please remit total invoice balance due:

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

In Canadian Dollars

terms: due upon receipt
interest at the rate of 0.8% per annum will be charged on all amounts not paid within one month fram the date of this invelce

errors and omissions excluded
GST/HST: 11936 4511 RT

Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents

$542.50
70.53

613.03

15.30
1.99

17.29

630.32

$630.32

pagelof 3

4 First Canadian Place - 100 King Street West - Suite 1850 - Toronto - Ontario - M5X 1G5 Canada - T 4168527525 - F 4168827661 - gowlings.com
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QOctober 8§, 2010
INVOICE: 17085497

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
29/09/2010 0.10 CILiff Prophet Call from D. LeFaive for Union re status of sale;
29/09/2010 0.70 Harry R. Telephone attendance with R. Miller re agreement terms and
VanderLugt issues
Total Fees for Professional Services $542.50
DISBURSEMENTS
Taxable Costs
Conference Call Expenses $15.30
Total Taxable Disbursements $1530

terms: due upon receipt
interest at the rate of 0.8% per annum will be charged on all amounts not paid within ane month from the date of this Involce

errors and omissions excluded
page 2 of 3
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October 8, 2010
INVOICE: 17085497

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: $630.32

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 M5X 1G5

Canada

CIBCCATT

Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
MS5L 1G9

0010-00002

Gowling Lafleur Tlenderson LLP

Suite 1600, 1 First Canadian Place, Toronto, ON
M35X 1G5

CDN Account: 38-51311
USD Account: 03-54112

International payments intermédiary banking information:

USD BOFAUS3N (ABA 026009593)

* if paying by wire or EFT please e-mail the remittance details to payments.toronio@gowlings.corm

terms: due upon recelpt
Interest at the rate of 0.8% per annurm will be charged on all armowms not pald within ene month fromn the date of this inveice

errors and omissions excluded

page 3 of 3
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montréal - oltawa - toronto - hamilton - waterloo region - calgary - vancouver - moscow - lendon

Deloitte & Touche Inc. September 21, 2010
ATTN: Daniel Weisz, INVOICE: 17072055
Senior Vice President

Suite 200, 1 Concorde Gate

Toronto, ON M3C 4G4

Canada

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 $13,325.00
HST on Fees 1,732.25
Total Fees and Taxes 15,057.25
DISBURSEMENTS:
Disbursements (Taxable) ‘ 31.26
HST on Disbursements : 4.06
Total Disbursements and Taxes 35.32
TOTAL INVOICE BALANCE:
Total for this Invoice 15,092.57
[ Total HST: $1,736.31 ]
Please remit total invoice balance due: In Canadian Dellars $15,092.57

GOWLING EAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon recelpt
interest at the rate of 0.8% per annum will be charged on all amounts nof paid within one month from the date of this invoice

emrors and omissions excluded
GST/HST: 11936 4511 RT
: ' pagelof4
Gowling Lafleur Henderson LEP- Lawyers - Patent and Trade-mark Agents

1 First Canadian Place - 100 King Straet West - Suits 1600 Toronto Ontario . MBX 1565 Canada -T 4168627525 F 416 8627361, - gowlings.com
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September 21,2010
INVOICE: 17072055

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
11/08/2010  2.00 Harry R. Review purchaser agreement of purchase and sale changes
VanderLugt
12/08/2010 1.50 Harry R. Complete review of purchaser changes and issues in agreement
VanderLugt of purchase and sale
12/08/2010  1.50 Harry R. Tel confee with receiver re agreement of purchase and sale
VanderLugt 1ssues
12/08/2010 0.40 Harry R. Telephone attendance with HB re balance of issues and how
VanderLugt deal with purchaser re issues; voice message to purchaser
solicitor
16/08/2010 0.10 Cliff Prophet Brief conference with H. Vanderlugt re labour issues on sale to
GEM;
18/08/2010 2.60 Harry R. Prepare for tel confce with issue list and agreement review ; tel
VanderLugt confce with solicitor and broker re agreement of purchase and
sale issues;
19/08/2010 0.30 Harry R, E-message from R.Miller re agreement of purchase and sale
VanderLugt issues and HST filing; review issue and e-message H. Bricks
19/08/2010 0.30 Harry R. Review ST and other issues for agreement
VanderLugt
20/08/2010 0.50 Harry R. Consider and outline issues for agreement of purchase and sale
VanderLugt
23/08/2010 1.60 Harry R. Draft revisions fo agreement of purchase and sale
VanderLugt
24/08/2010 0.60 Michael Bussmann  Considering purpose and consequences of entering into a section

167 ¢lection for HST;

27/08/2010 0.40 Michael Bussmann ~ Meeting with H. van der Lugt regarding HST and concerns with
respect to s. 167 election;
27/08/2010 2.50 Harry R. Review tax issues with M. Bussman; telephone attendance with
VanderLugt purchaser solicitor re tax and related agreement provisions; draft
Tevisions 7
01/09/2010 220 Harry R. Draft revisions to GEM purchase agreement; telephone
VanderLugt attendance with H. Bricks
02/09/2010 2.80 Harry R. Draft approval order form and other items for agreement of
VanderLugt purchase and sale;review and further revisions to complete draft
of agreement; e-message H. Bricks
08/09/2010 0.40 Harry R. F/U re agreement; review MOH sideletter
VanderLugt

terms: due upon receipt

interest at the rate of 0.8% per annum will be charged on all amounts not pald within cne month from the date of this Invoice

ertors and omisslons excluded

page 2of 4




Total Fees for Professional Services

DISBURSEMENTS
Taxable Costs
Copying
Scanning Service
Courier
Courier - FedEx
Tetal Taxable Disbursements

terms: due upon receipt

287

September 21, 2010
INVOICE: 17072055

13,325.00

$1.50
$5.75
$14.75
$9.26
$31.26

Interest at the rate of 0.8% per annum will be charged on all amounts not pald within one month from the date of this invaice

errors and omlssions excluded

page 3 of 4
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September 21, 2010
INVOICE: 17072055

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: $15,092.57 '

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 ACCQUNT 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 0.8% per annum will be charged on all amounts not pald within one month from the date of this Invoice

arrors and omisslons excluded
page 4 of 4
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moniréal - vttawa - toronto - hamilton - waterios redion - calgary - vancouver . moscow - londen

Deloitte & Touche Inc. August 5, 2010
ATTN: Daniel Weisz INVOICE: 17045130
Senior Vice President

Suite 200, 1 Concorde Gate

Toronto, ON M3C 4G4

Canada

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 $3,870.00

GST on Fees 3.50

HST on Fees 494.00

Total Fees and Taxes - 4,367.50
TOTAL INVOICE BALANCE:

Total for this Invoice 4,367.50

[ Total GST: $3.50 Total HST: $494.00 ]
Please remit total invoice halance due: In Canadian Dollars $4,367.50

GOWLING LAFLEUR HENDERSON LILP

PER
Hartry R. VanderLugt

terms: due upon receipt i
Interest at the rate of 0.8% per annum will be charged on all amounts not paid within one month from the date of this invoice

errors and omisslons excluded
GST/HST: 11936 4511 RT
page 1 of 3
Gowling Lafleur Henderson LLP- Lawyers - Patent and Trade-mark Agents

A First Canadian Place - 100 King Sireef West - Suile 1600 Toranta -Ontario - MSX 1G5 Canada -T 4158627525 . F 416-852.7661 - gowlings.com




Our Matter: T958690

Mintz & Partners Limited
Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele Street, Toronto

PROFESSIONAL SERVICES
Date Hours Timekeeper
30/06/2010  0.10 CIiff Prophet
06/07/2010 0.20 Cliff Prophet
07/07/2010 0.30 Cliff Prophet
12/07/2010  1.50 Cliff Prophet
14/07/2010  0.40 Cliff Prophet
15/07/2010  0.30 CIiff Prophet
16/07/2010  0.40 Cliff Prophet
16/07/2010 1.20 Harry R.
VanderLugt
20/07/2010  0.80 Harry R.
VanderLugt
22/07/2010  0.40 Cliff Prophet

Total Fees for Professional Services

290

August 5, 2010
INVOICE: 17045130

Description _
Review of settlement documents re Palermo;
Call from H. Bricks re services agreement with LHIN;

Review of acknowledgment form prepared by Ministry re status
of receiver;

Negotiations with N. Shapiro to settle Palermo claim;
preparation of settlement documents;

Correspondence re settlement with M. Palermo; brief
conversation re GEM agreement of purchase and sale;

Further calls re Palermo settlement;
Discussion with H. Bricks re GEM offer and Palermo;
Review draft agreement of purchase and sale with GEM

Complete draft agreement of purchase and sale review and
forward to J. Jensen

Closing M. Palermo settlement;

$3.870.00

terms: due upon receipt

interest at the rate of 0.8% per annum wlll be charged on all amounts not paid within one month from the date of this Involce

errots and omissions excluded

page 2 of 3
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August 5, 2010
INVOICE: 17045130

Remittance Copy

Client; 121969 Mintz & Partners Limited

Matter: T958690

RE: Receivership of Paragon Health Care Tnc. t/a Casa Verde Health Centre 3585 Keele
Street, Toronto :

Amount Due: $4,367.50

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 M35X 1G5

Canada

CIBCCATT

Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
MS5L 1GY

0010-00002

Gowling Lafleur Henderson LLP

Saite 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 transfer, please fax a copy of the remittance to (416)862-7661, attention: Accounts Receivable

terms; due upon receipt
interest at the rate of 0.8% per annum will be charged on all amounts not paid within one manth frem the date of this Invoice

errors and omisslons excluded

page 3 of 3




Deloitte & Touche Inc.
ATTN: Daniel Weisz
Senior Vice President

Suite 200, 1 Concorde Gate
Toronto, ON M3C 4G4
Canada

Our Matter: T358690 / 121969

292

montréal - oitawa - toronto - hamilion - waterloo region - algary - vancouver - moscow - london

June 30, 2010
INVOICE: 17029162

RE: Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele Street, Toronto

TO OUR FEE:
Fees for Professional Services
GST on Fees
Total Fees and Taxes
TOTAL INVOICE BALANCE:
Total for this nvoice

[ Total GST: $140.00 ]
Please remit total invoice balance due: In Canadian Dollars

GOWLING LAFLEUR HENDERSON LLP

PER

Harry R. VanderLugt

terms: due upon receipt

$2,800.00
140.00

2,940.00

2,940.00

$2,940.00

interest at the rate of 0.5% per annum will be charged on all amounts not paid within one month from the date of this iavolce

errars and omissions excluded
GST/HST: 11936 4511 RT

Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents

page Lof 3
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June 30, 2010
INVOICE: 17029162

Our Matter: T958690
Mintz & Partners Limited

Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele Street, Toronto

PROFESSIONAL SERVICES

Date Hours Timekeeper Description

22/04/2010  0.30 Cliff Prophet Consulting with IT. Bricks re termination issue;

04/052010  2.30 Cliff Prophet Prepare offer letter to N. Shapiro re termination of Palermo;

10/05/2010  0.20 CIiff Prophet Letter to N. Shapiro;

07/06/2010  0.80 Cliff Prophet Instructions from H. Bricks re settlement of Palermo wrongful
dismissal case; call with N. Shapiro;

14/06/2010 0.40 Cliff Prophet Negotiating with N. Shapiro and taking instructions re
termination of Palermo;

Total Fees for Professional Services $2.800.00

terms: due upon receipt
interest at the rate of 0.5% per annum will be charged on all amounts not paid within one month from the date of thils Invoice

errors and omissions excluded
page 2 of 3
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June 30, 2010
INVOICE: 17029162

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: $2,940.00

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remit to: Gowling Lafleur Henderson LLP
i 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: Capadian Tmperial 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

BENEFICTARY ACCOUNT NUMBER(S)::  CDN Account: 38-51311
USD Account: 03-54112

International payments intermediary banking infoxrmation:
USD BOFAUS3N (ABA 026009593)

* if paying by wire transfer, please fax a copy of the remittance to (416)862-7661, attention: Accounts Receivable

terms: due upon receipt
Interest at the rate of 0.5% 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




Gowling Lafleur Henderson LLp | Barristers & Solicitors | Patent & Trade-Mark Agents |

GOWLINGS

1 First Canadian Place
Suite 1600, 100 King St. W.
Toronto, Ontario

Canada M5X 1G5

Tel: (416) 862-7525

Fax: (416) 862-7661
www.gowlings.com

121969

INVOICE NUMBER
169028485

Please guote this number
AND REMIT TO:
Sulte 1600 1 First Canadian Place,
Toronto, CANADA M5X 1G5

QUR FILE
T958690 .

DATE PAGE

Dec 31, 2008 1

Deloitte & Touche Inc.
ATTN: Daniel Weisz
Senior Vice President

Suite 200, 1 Concorde Gate
Toronto, ON  M3C 4G4
Canada

Our Matter: T958690
Receivership of Paragon Health Care inc. t/a Casa Verde Health Centre 3585 Keele Street, Toronto

TO OUR FEE:
11/11/2009 Meet with H. Vanderlugt re disclosure to purchaser re union agreements;
Cliff Prophet 0.20
12/11/2009 Discussion with H. Vanderiugt re licencing issues and re disclosure of benefit plans;
Cliff Prophet 0.30
17/11/2009 Call from H. Bricks re distribution;
Cliff Prophet 0.10
23/11/2009 Discussion with H. Vanderlugt re foreclosure on second morigage; instructions to F. Lamie re distribution of
surplus assets;
Cliff Prophet 0.30
24/11/2009 Further instruction to F. Lamie re distribution motion;
Cliff Prophet 0.10
11/12/2009 Review draft receiver's report and issues re Lantana Ct property and foreclosure ; review with C.Prophet .
Harry R. VanderLugt 0.40
11/12/2009 Review and revise receiver's report re distribution motion; instructions to F. Lamie;

CIiff Prophet 1.80

AMOUNTS ARE STATED IN CANADIAN DOLLARS UNLESS OTHERWISE
INDICATED

TERMS: DUE UPON REGEIPT

PER INTEREST AT THE RATE OF 0.5 % PER ANNUM

WILL BE GHARGED ON ALL AMOUNTS NOT PAI WITHIN
ONE MONTH FROM THE DATE OF THIS INVOICE.

Harry R. Vanderi_ugt

pate Dec 31, 2009 ERRORS AND OMISSIONS EXGLUDED

Montreal Ottawa Waterloo \Vancouver

Region

Toronto Hamilten Cailgary

Goods & Services Tax
Registration Number
11936 4511 RT

Moscow




) INVOICE NOMBER
G OWLING S Gowling Lafleur Henderson LLp | Barristers & Solicitors | Patent & Trade-Mark Agents | 16902047

DATE PAGE

121969 Dec 31, 2009 2

13/12/2009 Review and comment on revised report
Harry R. VanderLugt 0.30
14/12/2009 Attendances re information for report and affidavits
Harry R. VanderLugt 0.30
15/12/2009 Correspondence to C. Prophet and C. Clarizia; attendance to revisions to motion materials; correspondence to
R. Dalugdog; instructions to P. Jordan; attendance to correspondence with C. Prophet; attendance to meeting
with and instructions from C. Prophet; attendance to review and revise affidavit of H. Vanderlugt;
Frank D. Lamie 2.90
15/12/2009 Instructions re service;
Cliff Prophet 0.30
16/12/2009 Instructions from C. Prophet regarding requisition; attendance to review fifth report; phone call with H. bricks
regarding revision to fifth report and revisions to various appendices; review and revise draft order; attendance
to revise various appendices to fifth report; attendance to review and review notice of motion, draft order,
motion record and fifth report and all appendices; attendance to redactions; attendance to revisions; meeting
with H. Vanderlugt regarding affidavit, review and commission affidavit of exhibits;
Frank D. Lamie 6.90
16/12/2009 Instructions fo F. Lamie re preparation of balance of motion materials;
Cliff Prophet 0.40
16/12/2009 Compiete affidavit and final matters for court filing
Harry R. VanderlLugt 0.30
17/12/2009 Draft letter to service list; correspondence to service list; correspondence to H. Bricks, C. Prophet and H.
Vanderlugt;; instructions to P. Jordan; instructions to C. Clarizia; attendance to complete and finalize motion
materials; correspondence with D. LeFaive delivering fifth report; blackline to H. Bricks and C. Prophet; service
and filing instructions to C. Clarizia; correspondence to H. Bricks and C. Prophet;
Frank D. Lamie 3.10
22M12/2009 Attendance at Court regarding Judgment; meeting with Registrar Fenson; attendance to review motion
materials and revise draft Order; correspondence te H. Bricks; meeting with C. Prophet;
Frank D. Lamie 4.50
23/12/2009 Preparation for and attend in Court on distribution motion;
Cliff Prophet 1.30
AMOUNTS ARE STATED IN GANADIAN DOLLARS UNLESS OTHERWISE INDICATED
ERRORS AND CMISSIONS EXCLUDED
Montreal

Ottawa Toronto Hamilton Waterioo " Calgary Vancouver Moscow
Region




INVOICE NNETR
G OWL INGS Gowling Lafleur Henderson LLp | Barristers & Solficitors | Patent & Trade-Mark Agents | 16902047

DATE PAGE
Dec 31, 2009 3

121969
Fees for Professional Services $9,860.00
Matter Summary
Fees for Professional Services l 9,860.00
Goods and Services Tax on Fees ' 493.00
Total Fees and Taxes 10,353.00
Total INVOICE BAIENCE.......ciu it ettt ettt e bt e e et e ettt man s eneen $ 10,353.00
PLEASE REMIT TOTAL INVOICE BALANCE DUE. ...ttt $ 10,353.00

Montreal Ottawa

AMOUNTS ARE STATED IN CANADIAN DOLLARS UNLESS OTHERWISE INDICATED

Toronto

ERRQORS AND OMISSIONS EXCLUDED

Hamilton

Waterloo
Region

Calgary

Vancouver

Moscow




1 First Can218@Place
G OWLINGS Gowling Lafleur Henderson LLp | Baristers & Solicitors | Patent & Trade-Mark Agents | Suite 1600{}_‘: 00 King St.

Toronto, bntario
Canada M5X 1G5

Invoice Remittance Copy Tk (410) 662 7525

www.gowlings:com

Please REMIT TO:

Gowling Lafleur Henderson LLP
Suite 1600 1 First Canadian Place,
Toronto, CANADA M5X 1G5

Deiloitte & Touche Inc.
ATTN: Daniel Weisz
Senior Vice President

Suite 200, 1 Concorde Gate
Toronto, ON Canada

M3C 4G4

Client: 121969

Invoice Number Invoice Date Amount Due
16902047 Dec 31, 2009 $10,353.00
T958690 Receivership of Paragon Health Care Inc. t/a Casa Verde Health Centre 3585 Keele Street,
Toronto

For Payment by wire transfer, our banking information is as follows:
For Clients paying worldwide: Pay by SWIFT MT 103 Direct to: BIC: CIBCCATT

Account with institution: Canadian Imperial Bank of Commerce Transit: 00002
Main Branch, Commerce Court, Toronto, Ontarioc M5L 1G9

Beneficiary Customer: Gowling Lafleur Henderson LLr
38-51311 CDN Account or 03-54112 US

For Clients paying in USD from the United States, pay by FEDWIRE to: Bank of America, New York
BIC: BOFAUS3N
ABA: 026009593

IBAN (European Clients): CC001000002

IBK Intermediary Bank: CIBCCATT {or) CIBC Toronto
Account number: 6550 8 26157

BBK Beneficiary’s Bank: Canadian Imperial Bank of Commerce Transit: 00002
Main Branch, Commerce Courl, Toronto, Ontarioc M5L 1G9

BNF Beneficiary: Gowling Lafleur Handerson L
3-54112 US Account

If paying by wire fransfer, please fax a copy of the remittance to 416-862 -7661 Attention: Accounts Receivable

AMOUNTS ARE STATED IN CANADIAN DOLLARS UNLESS OTHERWISE INDICATED

ERRORS AND OMISSIONS EXCLUDED

Montreal Ottawa Toronto Hamilton Waterlbo Calgary Vancouver Moscow
Region



THIS IS EXHIBIT “B” TO THE
AFFIDAVIT OF HARRY R
VANDERLUGT SWORN BEFORE
ME THIS 14™ DAY OF FEBRUARY,
2011.

2

A Commissioner, etc.
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Exhibit “B”
- LEGAL COSTS SUMMARY
Receivership of 1508669 Ontario Limited
LAW’YER YEAR OF CALL HOURLY RATE HOURLY RATE
2009 2010
Robin Walker 1968 “N/A $700.00
Harry VanderLugt 1972 $650.00 $650.00
Allen Craig 1980 N/A $675.00
Clifton Prophet 1993 $625.00 - $700.00
Christine Marchetti 2006 $330.00 $370.00
Lisa MacDonnell 2010 $210.00 $320.00
Michael Lay Law Clerk $235.00 N/A
Debra Meddings Legal Administrative $50.00 $50.00
Assistant
Robin Walker 1968 N/A $700.00
Harry VanderLugt 1972 $650.00 $650.00
Allen Craig 1980 N/A $675.00
SUMMARY OF ACCOUNTS

No. Date of Account Fees Disbursements | GST / HST Total

1. | December 31,2010 | $1,620.00 $0.00 $210.60 $1,830.60

2. October 8, 2010 $410.00 $0.00 $53.30 $463.30

3. August 5, 2010 $980.00 $0.00 $49.00 $1,029.00

4. June 30, 2010 $540.00 $0.00 $27.00 $567.00
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SUMMARY OF ACCOUNTS
No. Date of Account Fees Disbursements | GST / HST Total

5. May 6, 2010 $5,317.50 $2.75 $266.02 $5,586.27
6. February 4, 2010 $1,172.50 $158.50 $60.21 $1,391.21
7. | December 31, 2009 $6,485.00 $1,263.75 $387.44 $8,136.19

TOTAL $16,525.00 $1,425.00 | $1,053.57 $19,003.57
Average Hourly Rate — | Total fees before GST $16,525.00 = Total hours of 32.4 =

Before GST $510.03
TOTAL $19,003.57

TOR_LAW\ 758562012

-ii -




Deloitte & Touche Inc.
ATTN: Daniel Weisz

Senior Vice President
Brookfield Place, 181 Bay St.
Suite 1400

Toronto ON MS5J2V1

Our Matter:  T958691 / 121969

302

montréal - ottawa - toronto - hamilton - waterioo regicn - calgary - vancouver - moscow - london

December 31, 2010
INVOICE: 17147736

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
HST on Fees
Tota] Fees and Taxes

TOTAL INVOICE BALANCE:

Total for this Invoice
[ Total HST: $210.60 |

Please remit total invoice balance due:

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

In Canadian Dollars

terms: due wpon receipt
interest at the rate of 1.0% per annum will be charged on all amounts not paid within one month from the date of this invoice

errors and omlissions excluded
GST/HST: 11936 4511 RT

Gowling Lafleur Henderson LLP - Lawyers- Patent and Trade-mark Agents

$1,620.00
210.60

1,830.60

1,830.60

$1,830.60

page 1of 3

LFirst Canadian Place 100 King Street Wast - Sufte 1600 Tamnio . Ontario - MEX 165 Canadea - T 416 8627525 - F 416-862-766.L. gowlings.com
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December 31, 2010
INVOICE: 17147736

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

08/11/2010  0.40 Harry R. Telephone attendance with H Bricks re MCAP transfer value
VanderLugt questionnaire; review basis for calculation of land transfer tax ;

e-message H. bricks

22/12/2010  2.00 Harry R. Southbridge--review LOI, consider issues and forward tevisions

VanderLugt
Total Fees for Professional Services $1,620.00

terms: due upon recelpt
interest at the rate of 1.0% per annum will be charged on all amounts not pald within one month from the date of this invoice

eftors ahd omisslons excluded
page2of3
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December 31, 2010
INVOICE: 17147736

Remittance Copy

Client: 121969 Mintz, & Partners Limited

Matter: T958691

RE: - Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111
Pelham Road, St. Catharines

Amount Due: $1,830.60

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 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
M3SX 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 1.0% per annum will be charged on all amounts not pald within ene month from the date of this lnvoice

errors and omisslons excluded

page 3of 3
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mohiréal - ottawa - toronte - kamilton - waterloo region - calgary - vancotiver - moscow - london.

Deloitte & Touche Inc. October 8, 2010
ATTN: Daniel Weisz INVOICE: 17085498
Senior Vice President

Suite 200, 1 Concorde Gate

Toronto, ON M3C 4G4

Canada

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 $410.00
HST on Fees 53.30
Total Fees and Taxes 463.30
TOTAL INVOICE BALANCE:
Total for this Invoice 463.30
[ Total HST: $53.30 ]
Please remit total invoice balance due: In Canadian Dollars $463.30

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms; due upon ﬁ;:ceipt
interest at the rate of 0.8% per annum will be charged on atl amounts not paid within one month from the date of this invoice

errors and omisslons excluded
GST/HST: 11936 4511 RT
pagelof3
Gowling Lafteur Henderson LLP - Lawyers - Patent and Trade-mark Agents

4 First Canadian Place - 100 Wing Street West - Suite 1860 - Torontn -Ontario- M5X 1G5 Canada -T 415-862-7625 - F 416 862-7661. - gowlings.com
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October 8, 2010
INVOICE: 17085498

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 Deseription
08/09/2010  0.40 Harry R. LOI from Freidman group
VanderLugt
29/09/2010 0.20 Cliff Prophet Call from H. Bricks re funding issues for operations;
Total Fees for Professional Services 410.00

terms: due upon receipt
Interest at the rate of 0.8% per annum wili be charged on all amounts not paid within one month from the date of this involce

_ evrors and omisslons excluded
c : page 2 of 3
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October 8, 2010
INVOICE: 17085498

Remittance Copy

Client: 121969 Mintz & Partners Limited

Matter: T958691

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Cenire 103-111
Pelham Road, St. Catharines '

Amount Due: $463.30

PAYMENT BY CHEQUE:

Please return this page with your payment payable to Gowling Lafleur Henderson LLP

Remiit 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

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

interest at the rate of

terms: due upon recelpt
0.8% per annum will be charged on all amounts not pald within one month fram the date of this Invaice

errors and omisslons excluded
pagae 3 of 3
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gO

Deloitte & Touche Inc. August 5, 2010
ATTN: Daniel Weisz INVOICE: 17045131
Senior Vice President

Suite 200, 1 Concorde Gate

Toronto, ON M3C 4G4

Canada

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 $980.00
GST on Fees 49.00
Total Fees and Taxes 1,029.00
TOTAL INVOICE BALANCE:
Total for this Invoice 1,029.00
[ Total GST: $49.00
Please remit total invoice balance due: In Canadian Dellars $1,029.00

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

. terms: due upon receipt
interest at the rate of 0.8% per annyrm will be charged on all amounts not paid within one month from the date of this Invoice

errors and omissions excluded
GST/HST: 11236 4511 RT

Gowlfing Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents
1 First Canadian Place - 100 King Street West - Suite 1660 - Toronto - Ontario . MEX 1G5 . Canada -T 416 862 7525 - F 416-852-766.1- gowlings.com

pagelof3
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August 5, 2010
INVOICE: 17045131

Our Matter: T958691
Mintz & Partners Limited
Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111 Pelkam Road, St. Catharines

PROFESSIONAL SERVICES
Date Hours Timekeeper Description
29/06/2010 0.60 Cliff Prophet Review of services agreement for West Park with local
authority;
30/06/2010  0.80 CLiff Prophet Call with H. Bricks re services agreement with local authority;
Total Fees for Professional Services $980.00

terms: due upon recelpt
interest at the rate of 0.8% per annum wlll be charged on all amounts not paid within cne month from the date of this involce

errors and omisslons excluded
page 20f 3
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August 5, 2010
INVOICE: 17045131

Remittance Copy

Client: 121969 Mintz & Partners Limited

Matter: T958691

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111
Pelham Road, St. Catharines

Amount Due: $1,029.00

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: 03-34112

International payments intermediary banking information:
USD BOFAUS3N (ABA 026009593)

* if paying by wire transfer, please fax a copy of the remittance to (416)862-7661, attention: Accounts Receivable

terms: due upon receipt
interest at the rate of 0. 8% per annum will be charged on all amounts not paid within one month from the date of this Invoice

errors and omlssions excluded
page 3of 3
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- gowlin ‘

Deloitte & Touche Inc. ' June 30, 2010
ATTN: Daniel Weisz INVOICE: 17029163
Senior Vice President

Suite 200, 1 Concorde Gate
Toronto, ON M3C 4G4

Canada
Our Matter: T958691 /121969
RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111 Petham Road, St.
Catharines
TO OUR FEE:
Fees for Professional Services $540.00
GST on Fees 27.00
Total Fees and Taxes 567.00
TOTAL INVOICE BALANCE:
Total for this Invoice 567.00
[ Total GST: $27.00 ]
Please remit total invoice balance due: In Canadian Dollars $567.00

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

. terms: due upon receipt
interest at the rate of 0.5% per annum will b& charged on alt amounts not pald within one month from the date of this Involce

errors and omissions excluded
GST/HST: 11936 4511 RT
: page 1of3
Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents

1 First Canadian Place - 100 King Street West - Suite 1600 - Torontn - Ontarie . MBX 1G5 Canada . T 4188627525 -F 416862-76671 - gowlings.com




312

gowling

June 30, 2010
INVOICE: 17029163

Our Matter: T958691
Mintz & Partners Limited
Receivership of 1508669 Ontario Limited ¢/a West Park Health Centre 103-111 Pelham Road, St. Catharines

PROFESSIONAL SERVICES
Date Hours Timekeeper Description
29/06/2010 0.80 Harry R. Review proposed LHIN agreement and consider indemnity and
VanderLugt other issues, replacement of MOHLT agreement and changes to
and management agreement with C. Prophet
Total Fees for Professional Services 3540.00

terms: due upon recelpt
Interest at the rate of 0.5% per annum will be charged on all amounts not paid within one month from the date of thls invoice

errors and amisslons excluded
: page 2 of 3
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June 30, 2010
INVOICE: 17029163

Remittance Copy

Client: 121969 Mintz & Partners Limited

Matter: T958691

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111
Pelham Road, St. Catharines :

Amount Due: $567.00

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:

BENEFICTARY ACCOUNT NAME:

BENEFICIARY ACCOUNT NUMBER(S):

Gowling Lafleur Henderson LLP
1 First Canadian Place

Suite 1600

100 King Street W

Toronto, ON M5X 1G53

Canada

CIBCCATT

Canadian Imperial Bank of Commerce
Main Branch, Commerce Court, Toronto, ON
MS5L 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 transfer, please fax a copy of the remittance to (416)862-7661, attention: Accounts Recetvable

terms: due upon receipt
interest at the rate of 0.5% per annum will be charged on all amounts not paid withln one month from the date of this Involce

errors and omissions excluded

pagedof 3
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Deloitte & Touche Inc. May 6, 2010
ATTN: Daniel Weisz INVOICE: 16979895
Senior Vice President

Suite 200, 1 Concorde Gate

Toronto, ON M3C 4G4

Canada

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 $5,317.50
GST on Fees 265.88
Total Fees and Taxes 5,583.38
DISBURSEMENTS:
Disbursements (Taxable) ' 2795
GST on Disbursements 0.14
Total Disbursements and Taxes 2.89
TOTAL INVOICE BALANCE.:
Total for this Invoice | 5,586.27
[ Total GST: $266.02 ]
Please remit total invoice balance due: In Canadian Dollars $5,586.27

GOWLING LAFLEUR HENDERSON LLP

PER
Harry R. VanderLugt

terms: due upon receipt
interest at the rate of 0.5% per annum will be charged on all amounts not paid within one month from the date of this invoice

errors and omissions excluded
GST: 11936 4511 RT
: pagelof3
Gowling Lafleur Henderson LLP - Lawyers - Patent and Trade-mark Agents

1 First Canadian Place - 100 King Street Wesi - Suite 1600 - Toronto - Ontario - MSX 1G5 Canada -T 416 8627525 F 4168627661 gowlings.com
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May 6, 2010
INVOICE: 16979895

Our Matter: T958691
Mintz & Partners Limited

Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111 Pelham Road, St. Catharines

PROFESSIONAL SERVICES

Date Hours Timekeeper Description

03/03/2010 1.00 Heath Whiteley Review motion materials and prepare for motion of CIBC

: Mortgages;

08/04/2010 6.50 Heath Whiteley Attend contempt motion of S. Sanoubane; discussion with R.
Aisenberg re status of sale of property;

23/04/2010  0.90 CIiff Prophet Further consultation re termination and requests for notice by
former employee;

Total Fees for Professional Services $5.317.50

DISBURSEMENTS

Taxable Costs

Binding $2.75

Total Taxable Disbursements

terms: due upon recelpt
Interest at the rate of 0.5% per annum will be charged on all amounts not paid within one month from the date of this Involce

errors and omissions excluded
' page20f 3
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May 6, 2010
INVOICE: 16979895

Remittance Copy

Client: 121969 Mintz & Partners Limited

Matter: T958691

RE: Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111
Pelham Road, St. Catharines :

Amount Due; $5,586.27

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: 0010-000'02

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 transfer, please fax a copy of the remittance to (416)862-7661, attention: Accounts Receivable

terms: due upon receipt
interest at the rate of 0.5% per annum will be charged on all amounts not paid within cne month from the date of this involee

errors and omissions excluded
page3of 3




INVOICE NUMBER

169238457
G OW L I NG S Gowling Lafleur Henderson LLe | Baristers & Solicitors | Patent & Trade-Mark Agents | :
Flease quole this number

AND REMIT TO:

. . Suita 1600 1 First Canadlan Place,
1 First Canadian Place Taronto, CANADA M5X 1G5
Suite 1600, 100 King St. W. 121969
Toronto, Ontario TOUR FILE
Canada M5X 1G5 _ 958691 .
Tel: {416) 862-7525
Fax: (416) 862-7661 Feb ?4”50 10 1"AGE

www.gowlings.com

Deloitte & Touche Inc.
ATTN: Daniel Weisz
Senior Vice President

Suite 200, 1 Concorde Gate
Toronto, ON  M3C 4G4
Canada

Our Matter: T958691
Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111 Pelham Road, St. Catharines

TO OUR FEE:

07/01/2010 Call with H. Bricks and D. Weisz; discussion with H. Vanderlugt re effect of forclosure on terms of appointment
order (should debtor name be changed);

Cliff Prophet : 1.00
(7/01/2010 Telephone attendance with D. Weisz and H. Bricks x2 re insurance endorsements and re any change in court
order because of foreclosure
Harry R. VanderLugt 040
15/01/2010 Review and consider sufficiency of insurance endorsements; e-message H. Bricks

Harry R. VanderLugt 0.30

Fees for Professional Services $1,172.50

Disbursements
NON-TAXABLE COSTS
23/12/2009 Court Filing Fees - Non Taxable $127.00
VENDOR: Reliable Process Servers Inc.; INVOICE#: 40690; DATE: 12/23/2009 -
T958691: Court Filing Fee = Clifton Prophet

TOTAL Non-Taxable Disbursements $127.00

AMOUNTS ARE STATED IN CANADIAN DOLLARS UNLESS OTHERWISE
INDICATED

H 1 .
TERMS: DUE UPON REGEIPT Goods & Sefvices Tax

PER INTEREST AT THE RATE OF 0.5 % PER ANNUM Registration Number
Harry R. V rL WILL BE CHARGED ON ALL AMOUNTS NOT PAID WITHIN 11 RT
y R. VanderLugt ONE MONTH FROM THE DATE OF THIS INVOICE. 11936 45
pate Feb 4, 2010 ERRORS AND OMISSIONS EXCLUDED

Montreal Ottawa Toronto Hamilton Waterloo Calgary Vancouver Moscow
: Region i



INvOLCE NEVEBR
G OWLING S Gowling Lafleur Henderson LLp | Baristers & Solicitors | Patent & Trade-Mark Agents | 16923045

DATE PAGE
121969 Feb 4, 2010 2
TAXABLE COSTS
Scanning Service ' $3.50
23/12/2009 Process Servers $28.00
VENDOCR: Reliable Process Servers Inc.; INVOICE#: 40690; DATE: 12/23/2009 -
T9586921: Commercial Court Filing Motion Record = Clifton Prophet
TOTAL Taxable Disbursements $31.50
Matter Summa
Fees for Professional Services 1,172.50
Goods and Services Tax on Fees 58.63
Total Fees and Taxes ' 1,231.13
Dishursements for Professional Services - 158.50
Goods and Services Tax on Disbursements ' 1.58
Total Disbursements and Taxes 160.08
Total INVOICE BalANCE. ...t e et e e e ee et e e 3 1,391.21
PLEASE REMIT TOTAL INVOICE BALANCE DUE... ..\ iiiee e eeieserieeeeeeeeeiesemseemaseeenreenns $ 1,391.21
AMOUNTS ARE STATED IN CANADIAN DOLLARS UNLESS OTHERWISE INDICATED
ERRORS AND OMISSIONS EXCLUDED
Montreal Ottawa Toronto Hamilton Waterloo V Calgary " Vancouver Moscow

Region



G OWLIN GS Gowling Lafleur Henderson LLp | Barristers & Solicitors | Patent & Trade-Mark Agents |

Invoice Remittance Copy

1 First Can@libidPlace
Suite 1600, 100 King St.
W.

Toronto, Ontario
Canada M5X 1G5
Tel: (416) 862-7525
Fax: (416) 862-7661
www.gowlings.com

Please REMIT TO:

Gowling Lafleur Henderson LLP
Suite 1600 1 First Canadian Place,
Toronto, CANADA M5X 1G5

Deloitte & Touche Inc.
ATTN: Daniel Weisz
Senior Vice President

Suite 200, 1 Concorde Gate
Toronto, ON Canada

M3C 4G4

Client: 121969

invoice Number Invoice Date Amount Due
16923045 Feb 4, 2010 $1,391.21
T958691 Receivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111 Pelham Road,

St. Catharines

For Payment by wire fransfer, our banking information is as follows:
For Clients paying worldwide: Pay by SWIFT MT 103 Direct to: BIC: CIBCCATT

Account with institution: Canadian Imperial Bank of Commerce Transit: 00002
Main Branch, Commerce Court, Toronto, Ontaric M5L 1G9

Beneficiary Customer: Gowling Lafleur Henderson LLp
38-51311 CDN Account or 03-54112 US

For Clients paying in USD from the United States, pay by FEDWIRE to: Bank of America, New York
BIC: BOFAUS3N
ABA: 026009593
IBAN (European Clients); CC001000002

|BK Intermediary Bank: CIBCCATT {or} CIBC Toronto
Account number: 6550 8 26157

BBK Beneficiary’s Bank: Canadian Imperial Bank of Commerce Transit: 00002
Main Branch, Commerce Court, Toronto, Ontario M5L 1G9

BNF Beneficiary: Gowling Lafleur Henderson LLp
03-54112 US Account

if paying by wire transfer, please fax a copy of the remittance to 416-862 -7661 Attention: Accounts Receivable

AMOUNTS ARE STATED IN CANADIAN DOLLARS UNLESS OTHERWISE INDICATED

ERRORS AND OMISSIONS EXCLUDED

Montreal Oltawa Toronto Hamilton Waterloo - Calgary Vancouver
Region

Moscow




INVOICE NUMBER

16902840
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Fiease quote this number

~ AND REMIT TO:
1 First Canadian Place Sm't?o:oBrﬂg 1cF'A'§L§§"G§'§"1 Z‘.Igce'
Suite 1600, 100 King St. W. 121969
Toronto, Ontario OUR FILE
Canada M5X 1G5 T958691 .
Tel: (416} 862-7525 e SrTE

Fax: (416) 862-7661
www.gowlings.com

Dec 31, 2009 1

Deloitte & Touche Inc.
ATTN: Daniel Weisz
Senior Vice President

Suite 200, 1 Concorde Gate
Toronto, ON  M3C 4G4

Canada

Our Matter: T958691
Receivership of 15086692 Ontario Limited t/a West Park Health Centre 103-111 Pelham Road, St. Catharines

TO OUR FEE:
18/09/2009 Telephone attendance with H. Bricks re foreclosure status, timing and process; e-messages to report
Harry R. VanderLugt 0.20
29/10/2009 Discussion with H. Vanderlugt re next steps on foreclosure of second mortgage;
Cliff Prophet 0.30
12/11/2009 Discussion with H. Vanderlugt re effect on receiver of foreclosing on second mortgage;
Cliff Prophet 0.30
23/11/2009 Meeting with C. Prophet; attendance to assemble and review relevant motion materials; meeting with and
instructions from C. Prophet regarding motion seeking distribution and passing of accounts;
Frank D. Lamie 0.30
01/12/2009 Conversation with H. Vanderlugt re forciosure on second mortgage;
Cliff Prophet 0.30
02/12/2009 Conducted search of wrongful dismissal database to determine appropriate notice period for employee to be
dismissed; reviewed cases referenced in report generated by search to confirm applicability to the case at
hand; drafted e-mail report with recommendations far client to C. Prophet;
Graham J. Walsh 1.10
AMOUNTS ARE STATED IN CANADIAN DOLLARS UNLESS OTHERWISE
INDICATED
TERMS: DUE L)PON RECEIPT . Goods & Services Tax
PER INTEREST AT THE RATE OF 0.5 ;&. F(')ER ANNUM Registration Number
AMOUNTS NOT PAID WITHIN
Harry R. VanderLugt WIL%?JE ﬁ%ﬁﬂ&% DATE OF THIS lNVOICE.Hl_ . 11936 4511 RT
pare Dec 31, 2009 ERRORS AND OMISSIONS EXCLUDED
Montreal

Ottawa Toronto Hamilten Waterloo Calgary Vancouver Moscow
Regicn .
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DATE PAGE

121969 Dec 31, 2009 2

02/12/2009 Contact client in preparation for motion to distribute funds;
Cliff Prophet 0.20
11/12/2009 Attendance to meeting with and instructions from C. Prophet; instructions to C. Clarizia; phone call with D.
LeFaive; execute motion request form; instructions to D. Noble;
Frank D. Lamie 0.70
11/12/2009 Attendance to review draft report and distribution orders granted fo date; attendance to review motion record;
phone call with C. Prophet;
Frank D. Lamie 240
11/12/2009 Review and revise Receiver's Fifth report; e-mail to H. Bricks;
Cliff Prophet 1.20
14/12/2009 Attendance to meeting with and instructions from C. Prophet regarding assigned mortgage; phone call with H.
Vanderlugt; correspondence and instructions to C. Clarizia; attendance to draft affidavit of H. Vanderlugt;
attendance to draft costs summaries for paragon and 1508669 receiverships; attendance to review and redact
invoices as appropriate; attendance to draft affidavit of H. Bricks; attendance to draft notice of motion; draft
distribution order; meeting with H. Vanderlugt; attendance to review revised fifth report; review assigned
martgage and relevant instrument number; phone call with H. Vanderlugt phone call with and instructions to R.
Dalugdog; correspondence with R. Dalugdog; attendance to various fee calculatlons
Frank D. Lamie 5.50
18/12/2009 Attendance to phone cali with H. Bricks;
Frank D. Lamie 0.10
21/12/2009 Meeting with and instructions form C. Prophet; instructions to D. Noble; attendance to review requisition for
Judgment, Judgment, affidavit of H. Vanderlugt, affidavit of service; attendance at Gourt to arrange expedited
appaintment with Registrar of the Court; instructions to D. Noble; meeting with and instructions from H.
Vanderlugt;
Frank D. Lamie 1.70
23/12/2009 Preparation for attendance in Court; meeting with C. Prophet; brief meeting with H. Bricks; atiendance in Court;
Frank D. Lamie 2.80
Fees for Professional Services $6,485.00
Disbursements
TAXABLE COSTS
Copying $1,188.00
Scanning Service $15.75
Courier $60.00
AMOUNTS ARE STATED IN CANADIAN DOLLARS UNLESS OTHERWISE INDICATED
ERRORS AND OMISSIONS EXCLURED
Montreal Ottawa Toronto Hamilton Waterloo Calgary Vancouver Moscow

Region
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GOWLINGS Gowling Lafleur Henderson LLe | Barristers & Solicitors | Patent & Trade-Mark Agenis |

INvoICE NEMBER
16902048

DATE PAGE

Dec 31,2009 3

TOTAL Taxable Disbursements $1,263.75
Matter Summary
Fees for Professional Services 6,485.00
Goods and Services Tax on Fees 324.25
Total Fees and Taxes 6,809.25
Disbursements for Professional Services 1,263.75
Goods and Services Tax on Disbursements 63.19
Total Disbursements and Taxes 1,326.94
Total INVOICE BaIANCA........o e ettt 8,136.19
PLEASE REMIT TOTAL INVOICE BALANCE DUE. .. oottt et 8,136.19
AMOUNTS ARE STATED (N CANADIAN DOLLARS UNLESS OTHERWISE INDICATED
ERRORS AND OMISSIONS EXCLUDED
Montreal Ottawa Toronto © . Hamilton- Waterloo Calgary Vancouver Moscow

Region



1 First Can@ @3 lace

Suite 1600, 100 King St.

GOWLING S Gowling Lafleur Henderson LLP | Barristers & Solicitors | Patent & Trade-Mark Agents | W
Toronto, Ontario

Canada M5X 1G5

Invoice Remittance Copy Tt (1) ez 7520

www.gowlings.com

Please REMIT TO:

Gowling Lafleur Henderson LLP
Suite 1600 1 First Canadian Place,
Toronto, CANADA M5X 1G5

Deloitte & Touche Inc.
ATTN: Daniel Weisz
Senior Vice President

Suite 200, 1 Concorde Gate
Toronto, ON Canada

M3C 4G4

Client: 121969

Invoice Number Invoice Date Amount Due
16902048 Dec 31, 2009 $8,136.19
T958G91 Raceivership of 1508669 Ontario Limited t/a West Park Health Centre 103-111 Pelham Road,

St. Catharines

For Payment by wire transfer, our banking information is as follows:
For Clients paying worldwide: Pay by SWIFT MT 103 Direct to: BIC: CIBCCATT

Account with institution: Canadian Imperial Bank of Commerce Transit; 00002
Main Branch, Commerce Court, Toronto, Ontario M5L 1G9

Beneficiary Customer: Gowling Lafleur Henderson LLp
38-51311 CDN Account or 03-54112 US

For Clients paying in USD from the United States, pay by FEDWIRE to: Bank of America, New York
BIC: BOFAUS3N
ABA: 026009593
IBAN (Eurcpean Clients): CC001000002

18K Intermediary Bank: CIBCCATT {or) CIBC Toronto
Account number: 6550 8 26157

BBK Beneficiary’s Bank: Canadian Imperial Bank of Commerce Transit: 00002
Main Branch, Commerce Court, Toronto, Ontaric M5L 1G9

BNF Beneficiary: Gowling Lafleur Henderson LLe
03-54112 US Account

If paying by wire transfer, please fax a copy of the remittance to 416-862 -7661 Attention: Accounts Receivable

AMOUNTS ARE STATED IN CANADIAN DOLLARS UNLESS OTHERWISE INDICATED
ERRORS AND OMISSIONS EXCLUDED

Mentreal Ottawa - - Toronto Hamilton : Waterloo Calgary Vancouver
Region

Moscow
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