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INTRODUCTION

1. Pursuant to an Order of The Honourable Justice Cumming of the Ontario Superior Court
of Justice (Commercial List) (the “Court”) dated October 5, 2007 (the “Appointment Order”),
Mintz & Partners Limited (“MPL”) was appointed as Receiver (the “Receiver”), without
security, of all the current and future assets, undertakings and properties (the “Property”) of the
Receivership Entities. The Appointment Order directed the Receiver to file a report with the
Court on or before November 8, 2007. A copy of the Appointment Order is attached hereto as
Appendix “A”.

2. Pursuant to the terms of the Appointment Order, the Receiver was empowered and
authorized, but not obligated, inter alia:

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

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

c) to manage, operate and carry on the business of the Debtor, 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 Debtor;

d) to engage consultants, appraisers, agents, experts, auditors, accountants, managers,
counsel and such other persons from time to time and on whatever basis, including
on a temporary basis, to assist with the exercise of the powers and duties conferred
by this Order;

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

f)  to receive and collect all monies and accounts now owed or hereafter owing to the
Debtor and to exercise all remedies of the Debtor in collecting such monies,

including, without limitation, to enforce any security held by the Debtor;

g) tosettle, extend or compromise any indebtedness owing to the Debtor;



h)

P

k)

)

n)

P

q)

to execute, assign, issue and endorse documents or whatever nature in respect of any
of the Property, whether in the Receiver’s name or in the name and on behalf of the
Debtor, for any purpose pursuant to this Order;

to undertake environmental or workers’ health and safety assessments of the
Property and operations of the Debtor;

Deleted in the Appointment Order;

to market any or all of the Property, including advertising and soliciting offers in
respect of the Property or any part or parts thereof and negotiating such terms and
conditions of sale as the Receiver in its discretion may deem appropriate other than
1670342 Ontario Inc. carrying on business as Pickeral Lake Lodge;

to sell, convey, transfer, lease or assign the Property or any part or parts thereof out
of the ordinary course of business with the approval of this Court in respect of any
transaction;

i)  Deleted in the Appointment Order
ii) Deleted in the Appointment Order

to apply for any vesting order or other orders necessary to convey the Property or
any part or parts thereof to a purchaser or purchasers thereof, free and clear of any
liens or encumbrances affecting such Property;

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

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

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

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



r) to exercise any shareholder, partnership, joint venture or other rights which the
Debtor may have provided however that the Receiver will seek the prior approval of
the Court; and

s) to take any steps reasonably incidental to the exercise of these powers.
3. The purpose of this report is to:

a) report on the Receiver’s activities from the date of its appointment to October 31,
2007 and to seek approval of the actions of the Receiver as described therein;

b) seek an Order authorizing the Receiver to market for sale the various real estate
properties and other assets discussed in this report and to accept offers in respect of
the properties, assets or any part thereof subject to Court approval,

¢) seek an Order increasing the first charge on the Property for the Receiver’s and its
counsels fees and disbursements from $150,000 to $300,000; and

d) seek approval of the interim accounts of the Receiver.

BACKGROUND

4. The Receivership Entities borrowed funds from financial entities and individual lenders,
which were apparently invested in various real estate, cottage and resort properties. Certain
Receivership Entities became subject to an Ontario Securities Commission (“OSC”)
investigation during late 2006. Subsequently, as a result of this investigation, on June 29, 2007,
Justice Wilkins granted a Mareva Injunction against certain of the Receivership Entities real
property. During July 2007 various mortgagees of the Receivership Entities real property
commenced Notice of Sale under Charge/Mortgage of Land proceedings as their mortgages had
fallen into default. The Receiver was subsequently appointed by the Appointment Order on
October 5, 2007.

RECEIVER’S INITIAL ACTIVITIES
5. Upon its appointment, the Receiver conducted the following initial activities:
e corresponded to and held telephone conversations with the Receivership Entities
counsel, Bellmore & Moore, in an attempt to obtain financial records and to meet

with Mr. Peter Sabourin to obtain details of all of the assets and to discuss the
financial affairs of the Receivership Entities;



retained Danson, Zucker and Connelly as the Receiver’s Counsel (the “Receiver’s
Counsel™);

instructed the Receiver’s Counsel to register the Appointment Order on title to the
real properties owned by the Receivership Entities;

instructed the Receiver’s Counsel to commence an immediate application for an
Order under the Securities Act to obtain disclosure from the OSC with respect to its
investigation into the trading practices of Mr. Peter Sabourin;

prepared the Notice and Statement of the Receiver under subsections 245(1) and
246(1) of the Bankruptcy and Insolvency Act (the “BIA”) and filed same with the
Office of the Superintendent of Bankruptcy. A copy of this report is attached as
Appendix “B”;

attended at the various real properties owned by the Receivership Entities to
determine the current status thereof;

corresponded with various financial institutions in an attempt to locate bank accounts
in the name of the Receivership Entities;

corresponded to and held discussions with the various mortgagors or their counsel of
the real properties owned by the Receivership Entities to obtain copies of their
mortgages, loan documentation and other relevant documentation for review by the
Receiver’s Counsel;

arranged to obtain current title searches for the various real properties owned by the
Receivership Entities;

corresponded with the Receivership Entities accountants, BDO Dunwoody (“BDO”),
in an attempt to obtain current financial statements, tax returns, etc., for the
Receivership Entities, and

conducted real property searches under the Receivership Entities names (through use
of GEO Warehouse Search Service) in an attempt to ensure that the Receiver was
aware of all real property owned by the Receivership Entities.



RECEIVER’S REAL ESTATE VISITS

6. Representatives of the Receiver attended at the various real properties on October 11 and
12, 2007 to inspect the current status of the properties. A memorandum summarizing the results
of this inspection is attached as Appendix “C”. The real properties consist of an executive
cottage, a house, a nine-hole golf course, two vacant parcels of land and five cottage resorts. The
executive cottage, golf course and four of the cottage resorts had been closed for the winter
season and “winterized” as required. The house had been sold during June 2007 and one cottage
resort, Pickeral Lake Lodge, was being managed by a potential purchaser under an Agreement of
Purchase and Sale, which is discussed later in this report.

REAL ESTATE LISTINGS OF VARIOUS PROPERTIES

7. During July, 2007, various properties of the Receivership Entities were listed for sale
with Century 21, Cottage Country Realty Inc., Huntsville, Ontario (“Century 21”). We contacted
the Century 21 representative and obtained copies of the real estate listings, which have now
been cancelled due to the Appointment Order.

8. The listed properties and the listed prices are summarized as follows:
Mary Lake Cottage $874,900
Whispering Pines Golf Course $1,300,000
The Pines Cottage Resort $1,199,000
Birchwood Camp $575,000
Almaguin Parklands Inc. $825,000
9. The Receiver has been contacted by several other real estate brokers operating in the

“Muskoka” area seeking listing agreements for the various real properties.

REAL ESTATE MORTGAGES

10. Attached as Appendix “D” is a summary of each real property indicting the Receivership
Entity ownership, title information, previous sale information, real property mortgages and
estimates of the real property value with comments on how the value was obtained. In this
schedule, the Receiver projects a sale of the real properties at an estimated market value less
estimated sales commission and the principal amount of mortgages on title. It indicates that a
sale of certain properties would produce surplus funds whereas other properties would result in a
deficit to a mortgagee. This projection is prior to payment of mortgagee interest arrears and
costs and other potential closing costs including unpaid realty taxes, utilities and other potential
liens. The Receiver would need to obtain current appraisals of the real property values, at an



average cost of $2,500 each, to more accurately project the estimated market value of the real
properties.

11.  The Receiver and its counsel requested copies of the various real property mortgages and
supporting documentation from the mortgagees or their counsel, which are being reviewed by the
Receiver and its counsel. The Receiver has requested additional supporting documentation from
the mortgagees primarily relating to proof of funds being advanced to the mortgagors. This
documentation is required as the Receiver is not in possession of the majority of the
Receivership Entities books and records to ascertain that funds were advanced.

12.  On the verbal advice of counsel (written legal opinion forthcoming), and upon
investigation, it has been determined that all of the mortgages save and except the Vector
Financial Services Limited mortgage in the sum of $600,000 registered against Pickeral Lake
Lodge appear valid, subject to proof of advance.

PICKERAL LAKE LODGE

13.  This property is owned by 1670342 Ontario Inc. (“1670342”), one of the Receivership
Entity companies and is located on the southern shore of Pickeral Lake between the Towns of
Sundridge and Burk’s Falls. The property is municipally addressed as 2156 Pickeral and Jack
Lake Road. The property consists primarily of a main lodge building, various cottages, a 12-
suite building and a conference centre. The lodge is generally open eleven (11) months a year
for use by cottagers, fishermen and snowmobilers.

14.  Subsequent to our appointment, the Receiver was advised that 1670342 had entered into
an Agreement of Purchase and Sale (the “Agreement”) with Joe Martins-in Trust (“Martins”) to
sell the property. In addition, we were advised that Martins has been operating the lodge since
Spring 2007 pursuant to the Agreement pending closing thereof. As a result of this Agreement,
the Receiver has not taken possession of this property.

15.  The proposed transaction was discussed with Martins and copies of the Agreement, two
amending agreements and various related documentation were received from his counsel.
Martins counsel advised that his client was considering instructing him to determine whether it
was necessary to bring a motion to compel the Receiver to complete the sale.

16. The Receiver and its counsel met with Martins and his counsel on October 30, 2007 to
discuss the proposed transaction and to review various documentation to understand the history
of the transaction.

17.  Based upon these discussions and a review of the various documentation provided, the
Receiver’s understanding of the chronology of this transaction is as follows:






