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Court File No. 08-CL-7878

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C.
1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
UNIVERSAL SETTLEMENTS INTERNATIONAL INC.

ELEVENTH REPORT OF THE MONITOR
December 9, 2009

INTRODUCTION

1.

N

On December 2, 2008, Universal Settlements International Inc. (*USI”, the “Company”)
filed for and obtained protection from its creditors under the Companies’ Creditors
Arrangement Act R.8.C. 1985 c. C-36, as amended (the “CCAA”) pursuant to provisions
of an Order of this Honourable Court dated December 2, 2008 (the “Initial Order™).
Pursuant to the Initial Order, Emst & Young Inc. was appointed as monitor (the
“Monitor™) of the Company during these CCAA proceedings (“CCAA Proceedings™).

On June 22, 2009, the Amended Plan of Compromise and Arrangement dated June 16,
2009 (the “Plan™) was approved by this Honourable Court pursuant to the CCAA
following approval by the requisite méjorities of Creditors at the Meetings of Creditors
held on June 17, 2009.

On July 21, 2009, USI implemented the Plan (“Plan Implementation Date™) and the
Monitored Account Agreement (“MAA”) came into effect to facilitate the implementation
and administration of the Plan by the Company. In accordance with the MAA, effective on
the Plan Implementation Date, the Company and Mills, Potoczak and Company (“Mills”
and collectively with the Company the “T'rustees”) began holding in trust the cash,
insurance policies and other assets outlined in the Plan (“Plan Assets") for the benefit of
the stakeholders of the Plan (“Plan Beneficiaries”) to ensure that the Plan Assets are dealt

with only in the manner provided for in the Plan, As a result, the Monitor does not have



possession of or control of the Plan Assets. The Monitor is responsible solely for
monitoring the administration of the Plan Assets by the Company and Mills in accordance
with the terms of the Plan and the MAA.

To date, the Monitor has filed the following reports with this Honourable Court, which are

available on the Monitor’s website (www.ey.com/ca/universalsettlements):

Report Daie
First Report December 17, 2008
Second Report { December 22, 2008
Third Report January 8, 2009
Fourth Report January 20, 2009
Fifth Report February 23, 2009
Sixth Report April 21, 2009
Seventh Report and Supplement to Seventh Report May 7, 2009 and May 15, 2009
Eighth Report June 10, 2009
Ninth Report June 19, 2009
Tenth Report E July 14, 2009

The purpose of this eleventh report (the “Eleventh Report” or “Report™) is to report to
this Honourable Court on:

i)  the conditions satisfied for plan implementation;
i}  the status of outstanding creditor claims;

i) cash receipts and disbursements for the Monitored Trust Account since the Plan

Implementation Date; and
to request approval from this Honourable Court of:

iv)  the transfer of the TPI Policy to VCH Expert US-Life GmbH & Co. KG (“VCH”)

pursuant to the VCH claim settlement as described further herein; and

v)  the activities of the Monitor as set out in this Report,



TERMS OF REFERENCE

6.  In preparing this Report, the Monitor has relied upon unaudited financial information,
UST’s books and records, financial information prepared by USI and Mills, the financial
analysis prepared by USI in support of the Plan and discussions with the management,
legal counsel] and advisors of USL The Monitor has not audited, reviewed, or otherwise
attempted to verify the accuracy or completeness of the information and, accordingly, the
Monitor expresses no opinion or other form of assurance on the information contained in
this Report. An examination of the financial projection or any other future-oriented
financial information as outlined in the Canadian Institute of Chartered Accountants
Handbook has not been performed. Future-oriented financial information relied upon in
this Report is based on the assumptions of USI’s management regarding future events.

Actual results achieved will vary from this information and the variations may be material.

7. Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian

dollars.

8.  Capitalized terms not defined in this Report are as defined in the Initial Order, the
Monitor’s previous reports to this Honourable Court, the Claims Procedure Order and the
Plan,

CONDITIONS FOR APPROVAL OF THE PLAN

9.  Following approval of the Amended Plan by the Creditors and this Honourable Court, the

remaining conditions for Plan Implementation were satisfied, which were;

i} execution and delivery of a corporate resolution of USI authorizing the Plan and the

steps needed to implement the Plan, herein attached as Appendix “A™;
i)  payment, or provision for payment, of Unaffected Claims;

iif)  execution and delivery of Declarations of Trust by the Company and Mills, herein

attached as Appendix “B”;



iv) execution and delivery of the documents or instruments necessary to implement the
provisions of the Plan or the Sanction Order. In addition to the MAA, which is
attached as Appendix *“C”, these documents included a direction from the
shareholders of USI regarding the payment of the Escrow Funds (as defined in the
Plan}, attached as Appendix “D”, and the Guidelines for the establishment of the

Creditors’ Committee as required by the Plan, attached as Appendix “E”; and

v}  opening of the Monitored Trust Account administered by USI and Mills.

UPDATE ON CLAIMS PROCEDURE

General

10.

11,

12,

On January 23, 2009, the Applicant sought and obtained approval from this Honourable

Court for a claims procedure (the “Claims Procedure”) whereby the Applicant:

i}  acknowledged the claims of purchasers of life settlement investments from USI
(“Purchasers”), based on the amounts of their original investments pursuant to
acknowledgements of claim (“Acknowledgements of Claim™) that were delivered

by USI to purchasers; and

iiy  called for the claims of ordinary creditors of USI other than Purchasers (“Ordinary

Creditors™).

The purpose of the Claims Procedure was to identify all Claims against the Applicant and

its current and former directors as at January 23, 2009 (the “Valuation Date”).

The Sixth Report described the steps taken by the Monitor in carrying out the Claims
Procedure as of the date of that Report. The Seventh Report provided a detailed summary
of the Acknowledgements of Claim sent to Purchasers, Requests for Amendment received
from Purchasers related to the information disclosed on their respective
Acknowledgements of Claim, and Proofs of Claim received in the claims process from

Ordinary Creditors.



13. To date, the Monitor, in consultation with USI, has resolved all but four (4) Proofs of
Claim received in the claims process from Purchasers, which have an aggregate value of

approximately $60,000.

14.  There also remain four (4) Proofs of Claim from Ordinary Creditors, with an aggregate

value of approximately $14.1 million that require resolution.

15. The following chart summarizes all outstanding claims of Purchasers and Ordinary

Creditors:
Vaius
Valus Valug Under Vaiue in

Accapted Disallowed Review by {Jispute by
{$Cdn - thousands} Number  Value by Monitor by Moniter  Monitor  Claimant
Acknowladgements of Claim sent by Monitor {Note 1, 5} 6,258 §159,259 $159,259 n/a nfa nia
Reguests for Amendmant received from Purchasars {Nole 2, 5) 14 § 112 5 - 3 1i2 § - L3 -
Requests {for Amendment received from Purchasers {Nole 3, 5) 1,308 n/a n/a na na nfa
Proofs of Claim received from Purchasers {Note 4, &) 1408 § 9,193 3 8 $§ 9,185 § - 3 60
Praofs af Claim received from Ordinary Creditors 12 § 64367 & 37778 § 26588 3 - S 14,127
Total 9,000 $232931 $197.045 S 35886 5 . S 14,187

Hete 1 - Includes invesions [n the A-Sedss Trust and the USH Trost valued &1 US $3,630,097 and US $5,839,015, respactively, which ate excluded from tha Sroposod Plan.

Hote 2 - Rep clalms with changas {o odginal

Hote 3 - Represents claims with changos 'o addresses, dates of imvestmen, dates of malusity and matuiity amousts, Nochanges were made 1o he Original lnvestmaat amounts,
Naote 4 « Rapresents ciaims which, In the majorily of cases. arp dupleates of Acknowiedgements of Claim sert by th Moaitor,

NG9 § - Yilues with ragards o Furchasars claims are based on the valua of tha Purchasers' Ordginal investments.

16.  Of the four claims of Ordinary Creditors that remain unresolved, one claim from a related

party is discussed below,

17.  The Monitor remains in various stages of discussions and negotiations with the remaining
Purchasers and Ordinary Creditor claimants with unresolved claims in dispute and is
hopeful these claims will be resolved. However, should this not be possible, the Monitor
will attend before this Honourable Court to request assistance to resolve the remaining

Purchaser and Ordinary Creditor claims pursuant to the Claims Procedure Order.

VCH Claim Settlement

18. Inconsultation with USI, the Monitor has settled an Ordinary Claim filed by VCH against
USI in the amount of $36.2 million.



19.

2L

22.

The claims of VCH arose principally from UST's inability to obtain contingency insurance
from third party reinsurers for the life insurance policies which it sold to YCH (and for
which it was paid to effect such insurance). VCH also asserted certain claims in respect of
policies which it had purchased from USI and paid for, but which, for a variety of reasons,

were not transferred to VCH,

After purchasing certain individual policies from USI in 2003, on September 8, 2003,
VCH and USI entered into a Policy Purchase Agreement (the “Block A Policy Purchase
Agreement”) for the purchase of a block of 21 of the policies which USI had purchased
from the receiver (the “TPI Receiver”) of Trade Partners Inc. (“TPI”), an American life
settlement company that had gone into receivership. Pursuant to the Block A Policy
Purchase Agreement, the parties agreed that USI would arrange for contingency insurance
of each policy by a third party bonding company, such that the face value of the policy will
be paid to VCH at the insured’s life expectancy plus one year, if the insured has not died
by that time (the “Bonding Obligation’). VCH paid a premium equal to 5% of the policy

purchase price to USI on account of the Bonding Obligation.

On December 31, 2005 VCH and USI entered into an agreement regarding VCH’s
purchase of twenty two (22) more TPI policies from USI (the “Block B Policy Purchase
Agreement”). On May 1, 2006 VCH and USI entered into a agreement regarding the
purchase of thirty three (33) additional TP! policies from USI (the “Block C Policy
Purchase Agreement”). And on August 28, 2006, VCH and USI entered into an
agreement regarding the purchase of six (6) TPI policies from USI (the “Block D Policy
Purchase Agreement’). Each of the Block B, C and D Policy Purchase Agreements also
contain a USI Bonding Obligation.

On February 23, 2009, in accordance with the Claims Procedure, VCH submitted a claim
against USI in the total amount of $36.2 million (“Original VCH Claim”) for damages
resulting from the breach of the Policy Purchase Agreement. The claim consisted of
several elements of damages, including: (a) damages for the failure to provide contingency
insurance, (b) costs associated with the loss of a guaranteed maturity date for the policies,
(¢) a claim for reimbursement of a portion of the purchase price related to eight (8) policies

that had been purchased by VCH from USI, but which had not been transferred by USI to

-6 -



23.

24,

25.

VCH as a result of difficulties in obtaining transfer documentation from the TPI Receiver
(the “Untransferred Policies”), and (d) losses relating to a post-closing purchase price

adjustment which had not been settled.

Prior to the commencement of the CCAA, USI and VCH had agreed to settle their dispute
with respect to the Untransferred Policies (the “Settlement™), pursuant to which UST and
VCH agreed to substitute two other USI corporate policies (“Substitute Policies™) for the
Untransferred Policies and a third policy, with a face value of $2.0 million, from the TPI
Receiver (the “TPI Policy™). The TPI Policy was an Untransferred Policy which, at the
time of the Settlement, was determined to be available for transfer. The combined death
benefits of the Substitute Policies and the TPI Policy approximate the aggregate death

benefits of the Untransferred Policies.

However, the transfer of the TPI Policy was delayed as it remained in the hands of the TPI
Receiver, and had not yet been transferred to USI in accordance with an agreement
between US! and the TP] Receiver. USI and VCH agreed that USI would transfer the TPI
Policy to VCH once it could be transferred to USI by the TPI Receiver. At the
commencement of these CCAA proceedings the TPI Policy had not yet been transferred to
USI by the TPI Receiver.

On June 16, 2009, after certain discussions between VCH and USI, VCH amended its
claim (the “Amended VCH Claim”) by reducing the quantum of its claim to $12.0
million, and including the transfer to VCH of the TP Policy. The Amended VCH Claim

was accepted for voting purposes.

In July, 2009, USI was able to obtain a transfer of the TPI Policy from the TPI Receiver.

A condition of the transfer required by the TPI Receiver was the reimbursement to the TPI
Receiver of premiums paid by the TPI Receiver in respect of the TPI Policy in the amount
of US $111,935. USI reimbursed the premium payments on the TPI Policy from the
Monitored Trust Account and proceeded with the transfer of the TPI Policy to USL The
TPI Policy was contributed by USI to the Plan Assets. On November 16, 2009 a further
premium totalling US $21,145 was due in respect of the TPI Policy, which was also paid

from the Monitored Trust Account.



20.

30.

In October, 2009 the Monitor undertook further discussions with VCH in order to attempt
to resolve the Amended VCH Claim. As aresult of those discussions, after considering the
nature of the damages claim, the lack of any replacement contingency insurance available
in the market, the estimate of remaining life expectancy used by VCH in respect of the
policies purchased under the Policy Purchase Agreement, and taking into account the set-
off of premiums paid on policies by USI on behalf of VCH, the Monitor and VCH have
agreed, with the concurrence of USI, that the claim of VCH should be valued as an
Ordinary Claim at $10,397,782, and the claim settled on this basis, together with a transfer
to VCH of the TPI Policy, on obtaining the agreement of VCH that all premium payments
related to the TPI Policy paid out of the Monitored Trust Account will be reimbursed by
VCH upon transfer of the TPI Policy to VCH, and on payment of a US $10,000 fee to the
Monitored Trust Account to compensate the Monitored Trust Account for having paid the
premium payments in respect of the TPI Policy. A Notice of Revision or Disallowance, in
the form attached hereto as Appendix “F”” has been issued by the Monitor to VCH and the

peried for disputing the Notice of Revision or Disallowance was waived by VCH.

The transfer of the TPI Policy is subject to Court approval. As agreed with VCH, if Court
approval is granted, the TPI Policy is only to be transferred to VCH on payment of all
premiums funded by USI in respect of the TPI Policy, as well as payment of the US
$10,000 fee.

USI therefore seeks the approval of this Honourable Court of the transfer of the TPI Policy
to VCH in accordance with the settlement of the VCH claim, upon reimbursement of the
sum of US $133,080 by VCH for premiums paid on its behalf, and on payment by VCH of
the US §$10,000 fee.

The Monitor considers the transfer of the TPI Policy to VCH to be reasonable since the
Original VCH Claim amount which related to the Untransferred Policies has been
withdrawn by VCH, and the TPI Policy, together with the Substituted Policies, replace the
Untransferred policies that were purchased and paid for by VCH.



Related Party Claim

31

32.

33.

34,

35.

36.

As described in the Seventh Report, an unsecured claim was filed in the amount of US
$1.35 million by a party related to a shareholder of UST (“Related Party”) with respect to
a loan provided by the Related Party to USI (the “Related Party Loan™).

Prior to the commencement of these CCAA Proceedings UST had transferred to the Related
Party three (3) company-owned life insurance policies with face values totalling US $7.0
million. The claim filed by the Related Party did not refer to or account for the transfer of
these policies. The Monitor advised this Honourable Court in its Seventh Report that it

would be investigating the claim further in accordance with the Claims Procedure Order.

Upon inquiries of the Related Party and USI by the Monitor, the Monitor received further
details of the Related Party Loan, including copies of the promissory notes and cancelled
cheques that evidence the amounts advanced by the Related Party to USL. The Monitor
was satisfied that the amount of US $1.35 million remained ouistanding on the Related

Party Loan.

It was also confirmed to the Monitor by USI and the Related Party that the policies were
transferred to the Related Party as security for the Related Party Loan. As a result, the
Monitor was of the view that it was necessary to take into account the value of the policies

transferred to the Related Party in valuing the amount of the Related Party claim.

In order to address this issue, USI obtained from AVS Underwriting LLC an update to the
original life expectancy reports of the insureds of the policies transferred to the Related
Party. These updates were used to prepare present value calculations which approximated
the US $1.35 million that remains outstanding on the Related Party Loan. The Monitor

reviewed UST's calculations and does not consider USI’s valuation to be unreasonable.

The claim filed in respect of the Related Party Loan did not include a claim for interest.
Subsequent to its filing, the Related Party requested that the claim be amended to include
accrued interest of US $279,158 for the period commencing with the transfer of the

policies to the Related Party, and ending on the Valuation Date.



37.

38.

However, the Monitor has been advised by USI that subsequent to the transfer of the
policies, premiums continued to be paid by USI in respect of those policies until

December, 2008. The amount of premiums paid totalled US $180,603.

As a result of negotiations, the Monitor and the Related Party have agreed to settle the
claim by setting off the value of the policies transferred to the Related Party against the
principal amnount of the loan in its entirety, and allowing only the amended claim for
accrued interest, after deducting the amount of premiums paid by USI on behalf of the
claimant. This results in an allowable net claim amount of US $98,555 (US $279,158 -
US §180,603). A Notice of Revision or Disallowance will be issued by the Monitor in this

amnount.

STATEMENT OF RECEIPTS AND DISBURSEMENTS FOR THE MONITORED
TRUST ACCOUNT

30.

40.

As at November 20, 2009, the Trustees are holding cash in trust totalling a;ﬁproximateiy
$7.3 million as reflected in the Statement of Receipts and Disbursements for the period
from the Plan Implementation Date to November 20, 2009 (“Reporting Period") attached
as Appendix “G”. During the Reporting Period the Plan Assets experienced a net cash
flow decrease of approximately $2.7 million. The decrease is primarily the result of
payments of premiums and Unaffected Claims totalling approximately $2.3 million and
$915,000, respectively. According to US], there are no further Unaffected Claims to be
paid. According to the Trustees, Premium payments are in the range of approximately US
$400,000 to US $700,000 per month after utilisation of available cash value in certain

policies to reduce premium loads.

As described in previous reports to this Honourable Court, USI has drawn on policy loans
to fund policy premiums and operating costs prior to Plan Implementation. Currently,
there exists approximately US $1.5 million of outstanding policy loans accruing interest of
approximately US $115,000 annually at interest rates ranging from 5% to 8%. The
accrued interest is offset against the policies' death benefits and is therefore not paid from

Plan Assets. USI intends to delay repayment of the policy loans until such time as there

-10-



exist sufficient excess Plan Assets to justify repayment or a distribution is made to

Purchasers and Ordinary Creditors.
CONCLUSION
41. The Monitor requests that this Honourable Court approve:

i)  the transfer of the TPI Policy to VCH pursuant to the VCH claim settlement for the

reasons noted above; and

i)  the activities of the Monitor as set out in this Report.

ALL OF WHICH is respectfully submitted this 9th day of December, 2009.

ERNST & YOUNG INC,,
Court-appointed Monitor of Universal
Settlements International Inc.

i = Nl

Brian Denega
Senior Vice-President

Rahn Dodick
Vice-President
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UNIVERSAL SETTLEMENTS INTERNATIONAL INC.
(the "Corporation")

RESOLUTION OF THE BOARD OF DIRECTORS

WHEREAS on December 2, 2008, the Corporation obtained an Order (the "Initial Order") of
the Ontario Superior Court of Justice (the "Court") granting it protection pursuant to Section 11
of the Companies' Creditors Arrangement Act (the "CCAA");

AND WHEREAS the Corporation has worked diligently to complete a restructuring and has
developed an Amended Plan of Compromise and Arrangement dated June 16, 2008 (as amended,
the "Plan");

AND WHEREAS the Plan was approved by the Ontario Superior Court of Justice (Commercial
List) on June 22, 2009 (the "Sanction Order") in the form attached hereto as Exhibit "A":

AND WHEREAS the Corporation is required to take certain actions (the "Proposed Actions")
ancillary to the Plan prior to and after the effective date of the Plan which include, without
limitation, the creation of a number of segregated bank accounts, the execution of a Declaration
of Trust (the "Declaration of Trust") in respect of a trust in which certain property will be held
for the benefit of the Purchasers, the Ordinary Creditors (each as defined in the Plan), and other
beneficiaries of the Plan substantially in the form of Exhibit "B" hereto, the execution of a
monitored account agreement {the "Monitered Account Agreement") substantially in the form
attached hereto as Exhibit "C"; and the establishment of a Creditors’ Committee in accordance
with the Plan (a “Creditors’ Committee”).

NOW THEREFORE BE IT RESOLVED THAT:

1. The Corporation be and is hereby authorized to execute, deliver and take all steps
necessary in order to give effect to and implement the Plan, including, without limitation
executing, delivering and performing its obligations under the Declaration of Trust and
the Monitored Account Agreement, and establishing a protocol of guidelines to govern
the Creditors’ Committee.

12

Any one (1) director or officer of the Corporation be and is hereby authorized and
directed for and in the name of and on behalf of the Corporation to execute, the
Declaration of Trust or the Monitored Account Agreement, whether under the corporate
seal of the Corporation, or otherwise, and deliver the Declaration of Trust or the
Monitored Account Agreement, substantially in the form of and on the terms and subject
to the conditions set out in the Declaration of Trust or the Monitored Account
Agreement, with such changes thereto as that officer or director may approve, such
approval to be evidenced conclusively by the execution of such agreement in accordance
with this paragraph with such additions, alterations, amendments and deletions as may be
approved by any one (1) of them.

3. That any one (1) director or officer of the Corporation be and is hereby authorized and
directed, for and in the name of and on behalf of the Corporation to do all things and

BOCSTOR: 17130973



"

execute (whether under corporate seal of the Corporation or otherwise) and deliver all
such further documents, instruments, amendments, confirmations, acknowledgements,
certificates and other documents and do all such other acts or things as that officer or
director determines to be necessary ar desirable in connection with the Plan or hereunder
and that the doing of'such act or thing or the signature of any one (1) director or officer of
the Corporation of such document shall be conclusive evidence of such ratification,
consent and approval and that the documents and instruments so executed are those
authorized by this resolution; and

4, All acts and things done and all documents executed by any officer or director of the
Corporation to date in connection with the Plan, including execution of any documents in

connection therewith, are hereby confirmed, verified, sanctioned, approved, adopted and
authorized.

THIS RESOLUTION may be signed in counterparts, including by facsimile and all such signed
counterparts, when taken together, shall constitute one and the same resolution, effective on this
date,

The foregoing resolution is hereby consented to as evidenced by the signatures of the directors of
the Corporation in accordance with the provisions of the Business Corporations et (Ontario).

DATED this 17th day of July, 2009.

Namé’ }e\fj’iéy Panos Name: Christopher Halas
/’
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DECLARATION OF TRUST

Dated as of the 17th day of July, 2009

by Universal Settlements International Inc.,
a corporation incorporated under the laws of the Province of Ontario
(hereinafter referred to as the "Trustee™)

WHEREAS:

(&)  On December 2, 2008, the Trustee obtained an Order (the "Initial Order") of the
Ontario Superior Court of Justice granting it protection pursuant to Section 11 of
the Companies’ Creditors Arrangement Act (the "CCAA");

(b)  The Trusice has developed an Amended Plan of Compromise and Arrangement
dated June 16, 2008 (as amended, the "Plan");

(c)  The Plan was approved by the Ontario Superior Court of Justice on June 22, 2009
in the form attached hereto as Schedule "A";

(d) Under the terms of the Plan, certain Policies, Insurance Proceeds, Litigation
Recovery, Cash on Hand, Tax Refunds and remaining TPI Proceeds (all as
defined in the Plan) may be in the possession of or received by the Trustee
(collectively, the "Property");

{(e) For the purposes of this Declaration, the "Beneficiaries” include the following
parties: the Purchasers (as defined in the Plan), the Ordinary Creditors (as defined
in the Plan), and any other parties receiving benefits under the Plan; and

® The Trustee has agreed to hold the Property in trust for the Beneficiaries in
accordance with Sections 4.2, 4.6, 4.7, and 4.8 of the Plan.

NOW THEREFORE the Trustee agrees as follows:

1.

The Trustee declares that, effective on the Plan Implementation Date (as such term is
defined in the Plan), the Trustee holds all Policies {(as such term is defined in the Plan)
and ali funds deposited in the Monitored Trust Account (gs defined in the Flan) in frust
for the beneficiaries of the Plan, and that the Policies and Insurance Proceeds (as such
terms are defined in the Plan} and all other funds held in the Monitored Trust Account (as
defined in the Plan) shall be dezlt with only in the manner provided for in the Plan and in
the Monitored Account Agreement dated July 17, 2009 between the Trustee and Ernst &
Young Inc,, in its capacity as Monitor (the “Monifored Account Agreement’™),
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The Trustee agrees to deal with the Property only as necessary to give effect to the
provisions of the Plan and the Monitored Account Agreement.

The Trustee acknowledges and agrees that all profits, interest and other receipts of any
nature or kind arising from the Property or the use thereof shall be held in trust for the
benefit of the Beneficiaries and that the Trustee has no beneficial interest in such proﬁts
interest and other receipts. -

The Trustee shall promptly transmit to the Monitor copies of all notices, claims, demands
or other communications which the Trustee may receive and which relate in any way to
the Property.

The relationship between the Trustee and the Beneficiaries shall be that of trustee and
beneficiary only. There is no intention fo create a relationship of partnership, joint
venture or association between the Beneficiaries and the Trustee in relation to the

Property.

All provisions of this Declaration are subject to the terms of the Plan. In the case of any
conflict between this Declaration and the Plan, the Plan will govern.

IN WITNESS WHEREOQY this Declaration has been executed by the parties hereto on the day,
month and year first above written,

UNIVERSAIL SETTLEMENTS
INTERNATIONAL

S

Per: - : /
7

Name;,<- —
/—/T e{—ﬁ F of
Tlﬂe/ PFCS i C\ b\,—+
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SCHEDULE “A”

UNIVERSAL SETTLEMENTS INTERNATIONAL INC.

AMENDED PLAN OF COMPROMISE AND ARRANGEMENT

FURSUANT TO THE

COMPANIES’ CREDITORS ARRANGEMENT ACT (CANADA)

June 16, 2009

This Plan has not been approved or sanctioned in any way by the Ontario Superior Court
of Justice (the “Court™) pursuant to the proceeding brought by the Applicant under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢. ¢-36, a5 smended, and bearing
Court File No. 08-C1L-7878. Rather, the Court has only authorized that this Pian be sent to
creditors of the Applicant for the purposes of allowing the Applicant te hold a mesating of
creditors wherein its creditors may vote on whether or not to approve the Plan, Nothing in
this Plan is te be taken as the Court having passed on the merits of this Plan.
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AMENDED PLAN OF COMPROMISE AND ARRANGEMENT

This is the amended plan of compromise and arrangement of Universal Settlements International
Inc. (the “Plan”).

11

ARTICLE 1
INTERPRETATIONS

Definitions

In this Plan, unless otherwise stated or the context otherwise requires:

“Actions’ has the meaning given to that term in Section 2.3 of this Plan.

“Administrative Fee’’ means the administrative fee set out in Schedule A fo this Plan,
for the performance of the services also set out in Schedule A to this Plan, payable to the
Applicant monthly in advance from the Monitored Trust Account for each month {or part
thereof) starting on Plan Implementation and continuing until the earlier of (i) the date on
which one hundred percent (100%) of the Original Investment of Purchasers has been
paid, (ii) six years from the Plan Implementation Date, and (iii) the Court otherwise
directs,

“Agent” means any Person who acted to facilitate a purchase of a Life Settlement by &

Purchaser, and for the purposes of this Plan shall include Universal Settlements
Vermogensberatung GmbH.

“Annuijties” eans annwities payab'le to the Applicant or Mills under the Policies.
“Applicant” means Universal Seitlements International Inc.

“Borrowings” means any borrowings for the payment of Premiwmns, the Professional
Costs, the Administrative Fee and/or Mills’ fees, 25 permitted by Section 4.4 of this Plan,

“Borrowing Costs” means any borrowing costs incusred with respect to Borrowings.

“Business Day” means a day other than a Saturday or Sunday, on which banks arc
generally open for business in Toronto, Ontario, Canada.

“Cash on Hand™ has the meaning given to that term in Section 2.4 of this Plan.

“CCAA" means the Companies' Creditors Arrangement Act, R.8.C. 1985, c. C-36, as
gmended.

“CCAA Proceedings” means the procecdings under the CCAA commenced by the
Applicant in the Ontario Superior Court of Justice, Toronto (Commercial List) under
Court File No. 08-CL-7878.
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“Charges” means the Administration Charge and Directors’ Charge, as those terms are
defined in the Initial Order.

“Claim” means (i) any right of any Person against the Applicant in connection with any
indebtedness, liability or obligation of any kind of the Applicant, whether liquidated,
unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal,
cquitable, secured, unsecured, present, future, known, or unknown, by guarantes, surety
or otherwise and whether or not such right is executory in nature, including the right or
ability of any Person to advance a claim for confribution or indemnity or otherwise with
respect to any matter, action, cause or chose in action, whether existing at present or
commenced in the future, which indebtedness, liability or cbligation is based in whole or
in part on facts existing on or prior to the Valuation Date or which would have been
claims provable in bankruptcy had the Applicant become bankrupt on the Valuation Date
{cach a “Claim”, and collectively, the “Claims”), and (ii) any right of any Person against
the Directors of the Applicant that relates to the Claims for which the Directors of the
Applicant are by law liable to pay in their capacity as directors, provided however that
the terms “Claim” and “Claims” shall not include (i) Unaffected Claims, (ii) any claims
made in the Actions.

“Claims Procedure Order” means the Order of the Court made on January 23, 2009 in
the CCAA Proceedings.

“Classes” means the classes of Creditors for the purposes of considering and voting upon

this Plan in accordance with the provisions of this Plan, and receiving Distributions
hereunder.

“Corporate Policies” means the interests in life insurance policies that are not identified
on the records of the Applicant or Mills as allocated to a Purchaser as of the Valuation
Date, and in which the Applicant had retained such interest for its sole benefit, including
any interest of the Applicant in policies held in the USII Trust.

“Costs™ has the meaning given to that term in Section 4.2 of this Plan.

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

“Creditor” means any Purchaser, Ordinary Creditor, or any other Person having a Claim,
and “Creditors” means all of such Persons.

“Creditor Approval” means the approval of this Plan by each Class of Creditors.
“Crown” means Her Majesty the Queen in the Right of Canada or any province thereof,
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“Death Benefit Maturity Funds™ means all monies that have been or are received by the
Applicant prior to the Plan Implementation Date from matured Policies, and which
monies continue to be held by the Applicant on the Plan Implementation Date.

“Director” means any director of the Applicant as of the date of this Plan, and
“Directors” means all of such directors.

“Distributions™ are the amouats available for distribution to Purchasers and to Ordinary
Creditors, from the Purchaser Pool, ROI Pool and the Ordinary Creditor Pool,
respectively. ;

“Effective Time" means noon (Eastern Standard/Daylight Time) on the Plan
Implementation Date.

“Escrow Fumd” means those monies paid into escrow pursuant to an interim award of
the arbitrator dated January 16, 2007, in Re In the Matter of an Arbitration between The
Brokerwise Group Inc. and 1508211 Ontario Inc., claimeants, vs. Antonic Duscio and
Martina Capital Corporation, respondents, and the term “Escrow Fund” shall include (i)
any amounts previously paid out of the Escrow Fund fo Antonio Duscio and which are
subsequently repaid by him to the Escrow Fund, and (ii) any interest or gains on the
Escrow Fund, net of applicable taxes, but for the purposes of this definition, Escow Fund
shall be net of any legal costs or disbursements incurred to recover the Escrow Fund,

“Imitial Qrder” means the Order of the Court dated December 2, 2008, made in the
CCAA Proceedings.

“Initial Order Date” means December 2, 2008.

“Insurance Proceeds” means death benefits in respect of matured Policies together with
any Annuities, interest and dividends, any retum or refund of Premiums, and any other
amounts paid by insurance companies with respect to the matured Policies.

“Life Settlement” means a financial transaction whereby owners of life insurance
policies sell their legal title and beneficial interest in such policies to a third party at a
discount from the face value of such pelicies.

‘“Litigation Contribution” means an amount not to exceed the aggregate of (i) U.S.
$500,000 to be contributed, pursuant to Section 4.5 of this Plan, from the Monitored
Trust Account toward payment of the legal fees and disbursements incurred by the
Applicant in the Actions, and (ii) the Escrow Funds to be paid to the Monitored Trust
Account pursuant to Section 2.5 of this Plan and to be applied toward payment of any
additional legal fees and disbursements incurred by the Applicant in the Actions.

“Litigation Recovery” means any proceeds received by the Applicant from the
determination or seftlement of either or both of the Actions, and shall include any costs

recovered by the Applicant in the Actions, but shall exclude the Escrow Funds payable to
the Monitored Trust Account in accordance with Section 2.5 of this Plan,
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“M-Series Trast” means the trust created pursuant to a Master Declaration of Trust
dated March 21, 2008 between Universal Settlements Interpational Inc. and Mills (as
defined below).

“mature”: a Policy matures when the individual whose life is insured under that Policy
dies, and “maturity” and “Matored Policy” shall have a corresponding meaning.

“Meeting Order” means the Order of the Court made on May 11, 2009 in the CCAA
Proceedings.

“Meeting” and “Meetings” means the meeting or meetings of Creditors called for the
purpose of considering and voting in respect of this Plan pursuant to the CCAA.

“Mills” means Mills, Potoczak & Company, in its capacity as the United States of
Ammerica service agent for the Policies on behalf of the Applicant.

“Monitor” means Ernst & Young Inc., solely in its capacity as the Monitor appointed
pursuant to the Initial Order, and not in its personal capacity.

“Monitored Trust Account” means a bank account established by the Applicant and
held at 2 Canadian chartered bank, into which (from and after Plan Implementation) shall

be deposited the Cash on Hand, all Insurance Proceeds, all Litigation Recovery and any
TPI Proceeds.

“Monitored Account Agreement” means the agreement to be executed by the Monitor
and the Applicant as provided for under Section 4.2 of this Plan.

“Order” means any order of the Court in the CCAA Proceedings.
“Ordinary Creditors™ means all Creditors other than Purchasers.

“Original Investment” means the initial investment made by a Purchaser, as determined
pursuant to the Claims Procedure Order or any subsequent Order, without interest or any
other return on such initial investment.

“Ordinary Creditor Pool” means a pool of funds created for payment of Distributions to
Ordinary Creditors, as described in Section 4.8 of this Plan.

“Person” means any individual, partnership, joint venture, trust, corporation,
unincorporated organization, government or agency or instrumentality thereof, or any
other juridical entity howsoever designated or constituted.

“Plan" means this plan of compromise and arrangement filed by the Applicant pursuant
to the Initial Order and the CCAA, as such Plan may be further amended, varied or
supplemented from time to time.

“Plan Circular” means a circular dated May 5, 2009 wherein this Plan is summarized
and discussed.
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“Plan Implementation Pate” means the date that 1s one (1) Business Day afler the
satisfaction of all conditions precedent in section 6.2 of this Plan, or such later date s the
Applicant and the Monitor may agree in wrifing, and “Plan Implementation” shall have
a corresponding meaning.

“Pelicies” means Purchaser Policies and Corporate Policies.

“Pools™ means, collectively, the Purchaser Pool, the ROI Pool and the Ordinary Creditor
Pool.

“Premiums” mean the amounts payable by the Applicant to keep the Policies in good
standing, as determined by the Applicant and Mills,

“Premium Reserves” means the funds that were previously segregated for the purposes
of paying Premiums for specific Policies.

“Professional Costs” has the meaning given to that term in Section 2.6 of this Plan.

“Proven Claioy” means the Claims of Creditors which are Proven Claims within the
meaning given to that term in the Claims Procedure Order.

“Purchasexr” means a person who, pursuant to & purchase agreement with the Applicant
or an Agent, purchased an inferest in a Life Seftlement, and from whom the Applicant
received monies for this purpose. ~

“Purchaser Policies” means the interests in life insurance policies that are identified on
the records of the Applicant or Mills as allocated to a Purchaser as of the Valuation Date,
but not including those Purchasers’ interests in policies held in the M-Series Trust or in
the USH Trust.

*“Purchaser Pool” means a pool of funds created to provide Purchasers with a refurn of
their Original Investments, as described in Section 4.6 of this Plan,

“Reserve for Costs” has the meaning given to that term in Section 4.3 of this Plan.

“ROI Pool” means a pool of funds created to provide Purchasers with an amount over
and above their Original Investments, as described in Section 4.7 of this Plen.

“Sale Process” means a sale process that may be conducted by the Monitor in accordance
with and upon fulfillment of the conditions set out in Section 4.9 of this Plan.

“Sanction Order” means an Order on terms satisfactory to the Applicant and the
Monitor approving and sanctioning this Plan.

“Secured Claim” means any Cleim or portion thereof that is secured by a security
interest, pledge, mortgage, lien, hypothec or charge on any property of the Applicant, but
only to the extent of the value of the security in respect of the Claim, and for greater
certainty, the Charges each constitute a Secured Claim,
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“Sharchelders™ means the current shareholders of the Applicant, being The Brokerwise
Group Inc. and 1508211 Ontario Inc,

“Saccess Fee” means the success fee, if any, payable to the Applicant pursuant to Section
4.10 and Schedule B of this Plan.

“Tax Refunds” means all tax refunds, including sales tax refunds, received by the
Applicant at any time and relating to the period prior to the Initial Order Date.

“TPI Proceeds” means the net proceeds from the sale of the TPI Portfolio, approved by
the Court by Order dated December 23, 2008.

“Unaffected Claims® has the meaning given to such term in section 2.6 of this Plan and
“Unaffected Claim™ means any one of such Unaffected Claims.

“Undistributed Distributions” has the meaning given to such tenn in Sechion 5.5 of this
Plan.

“USII Trust” means the trust crested pursuant to a Trust Agreement dated June 30, 2008
between Universal Settlements International Inc. and Valenzano & Fillo LLP,

“Yaluation Date” means January 23, 2009,

1.2  Construction
In this Plan, unless otherwise stated or the context otherwise requires:

(8) the division of the Plan into articles and sections and the use of headings are for

convenience of reference only and do not affect the construction or interpretation
of the Plan;

{t)  the words “hereunder”, “hereof” and similar expressions refer to this Plan and not
to any particular article, section or schedule and references to “Articles”,
“Sections”, and “Schedules” are to articles and sections of and schedules to this
Plan;

(c)  words importing the singular include the plural and vice versa and words
importing any gender inciug!e all genders;

(@) the word “including” means “including without limiting the generality of the
foregoing”;

{e) a reference to any statute is to that statute as now enacted or as the statute may
from time to time be amended, re-enacted or replaced and includes any regulation
made thereunder;

¢3) a reference to any agreement, indenture or other document is to that document as
amended, supplemented, restated or replaced from time to time;
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(g) references to dollar amounts are to Canadian dollars, unless otherwise indicated;

(h)  Undistributed Distributions shall be deemed to be paid as of the date of the
payment of the Distributions to which they relate, for the purposes of (A)
determining whea contributions to the Purchaser Pool cease, and contributions to
the ROI Pool begin, (B) determining when a transfer from the Purchaser Pool to
the ROI Pool should occur, pursuant to Section 4.10(a) of this Plan, (C)
determining if and when the initial Success Fee (of U.S. $1,000,000) should be
paid, (D) determining the date on which payment of the Administrative Fee

ceases; and

1) references to times are to Jocal time in Toronto, Ontario, Canada.

1.3 Conversion

The Claims of Purchasers are in U.S. dolfars, and may be dealt with entirely in U.S. doliars, All
payments herennder to Purchasers shall be in U.S. dollars. The Claims of Ordinary Creditors
that are denominated in a currency other than lawful money of Canada are to be converted to the
equivalent thereof in lawful money of Canada at the noon rate of exchange as quoted by the

Bank of Canada on the Valuation Date.
1.4  Deeming Provisions
In the Plan, the deeming provisions are not rebuttable and are conclusive and irrevocable.

1.5 Date for any Action

If any date on which any action required to be taken hereunder by a Person is mot a Business
Day, such action must be taken on the next succeeding day which is a Business Day.

1.6  Schedules
The following are the Schedules to this Plan:
Schedule A Administrative services to be provided

Schedule B Methodology for payment of Distributions from the ROI
Pool

ARTICLE 2
PURPOSE AND EFFECT OF THE PLAN

2.1  Purpose

The purpose of the Plan is to effect a compromise and arrangement of all Claims.
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22 Overview

This overview is provided to assist the reader in understanding the Plan. Reference is also made
to the Plan Circular, wherein further information with respect to the Plan is provided. In the
event of an inconsistency between the overview in this Section 2.2 and the other provisions of

the Plan, such other provisions shall govern. In the event of an inconsistency between the Plan
Circular and the provisions of this Plan, this Plan shall govern.

The structure of the Plan and the flow of monies thereunder may be summarized as follows:

(@)

(&)

(e}

(@)

()

Commencing on Plan Implementation, all Cash on Hand, Litigation Recovery,
and remaining TP Proceeds will be paid into the Monitored Trust Account. All
Insurance Proceeds will continue to be received from the respective insurance
companies by the Applicant, or Mills, each of whom shall receive such funds in
trust for the benefit of this Plan, and each of whom will immediately pay and
deposit the Insurance Proceeds into the Monitored Trust Account.

Pursuant to the declaration of trust referred to in Section 6.2(¢} of the Plan,
effective on the Plan Inplementation Date the Applicant will declare that it bolds
all Policies, Insurance Proceeds, Cash on Hand, Litigation Recovery, Tax
Refunds, remaining TPI Proceeds and any other amounts to be deposited into the
Monitored Trust Account in trust for the beneficiaries of the Plan, and that the
Policies, Insurance Proceeds, Cash on Hand, Litigation Recovery, remaining TPI
Proceeds and any other amounts shall be dealt with only in the manner provided
for in the Plan. Pursuant to the trust declaration, no alferation in the Plan will
affect the fact that the Policies are held in trust for the beneficiaries of the Plan.

The Monitor and the Applicant shall enter into the Monitored Account
Agreement.

The majority of funds in the Monitored Trust Account will be available to pay
Distributions to Purchasers and Ordinary Creditors in accordance with this Plan.
However, the funds in the Monitored Trust Account will also be used to pay
certain limited costs, being (i} Premiums on the Policies as and when due, (ii)
Borrowing Costs, (i) Professional Costs, (iv) the Administrative Fee and Mills’
fees, (v) the Litigation Contribution, and (vi) Unaffected Claims, as provided for
at Section 4.2 of the Plan.

A Reserve for Costs will be meintained in the Monitored Trust Account, in
accordance with Section 4.3 of the Plan. Once the funds available in the
Monitored Trust Account exceed the Reserve for Costs amount by U.S. $5 million
or more, 96.15% of such excess will be transferred into the Purchaser Pool (or the
ROI Pool, as the case may be), which shall be used to pay Distributions to
Purchasers, and .3.85% of such excess will be transferred into the Ordinary
Creditor Pool, which shall be used to pay Distributions to Ordinary Creditors.
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@ Due to the costs of making a Distribution, it is enticipated that Distributions will
be paid annually, and in any cvent not more frequently than semi-annually, in
cach case subject to availability of funds for the payment of Distributions.

() Distributions will be paid out of the Purchaser Pool until such time as Purchasers
have been paid one hundred percent (100%) of their Original Investments, in
aggregate, Distributions out of the Purchaser Pool will be celculated and paid
based on the Original Investments, without interest or any other return. The
Applicant anticipates that over approximately s six-year period the Purchaser Pool
will pay sufficient Distributions to pay to Purchasers one hundred percent (100%)
of their Original Investments.

(h)  After Purchasers have been paid one hundred percent (100%) of their Original
Investments, the ROI Pool shall be funded from the Monitored Trust Account, if
additional monies are available. In addition, the Applicant is enfitled to a Success
Fee if one hundred and ten percent (110%) of Purchasers’ Original Investments
are paid, as described in Section 4,10 of this Plan.

(i) Distributions out of the ROI Pool will ensble Purchasers to obtain a retumn on
their investments, over and above their Original Investments; such Distributions
will be paid based on the methodology fouud in Schedule B to this Plan.

6] Distributions to Ordinary Creditors will be paid out of the Ordinary Creditor Pool,
based on the Proven Claims of those Ordinary Creditors.

(k) A Sale Process relating to the Policies may in appropriate circumstances be
conducted, as set out in Section 4.9 of this Plan.

23 Benefits of the Plan

It is the Applicant’s view that the Plan offers several benefits to the Creditors, and will resuitin a
maximization of the Distributions available to Creditors. The Applicant has identified the
following benefits of a successful Plan implementation:

(8)  This Plan will prevent a liquidation sale of the Applicant’s portfolic of Policies.
The Applicant believes that such a liquidation sale would generate net proceeds

well below what this Plan will return to Creditors, and well below the Original
Investments of Purchasers.

()  The Applicant and Mills are very familiar with the portfolio of Policies and have
been managing and administering this portfolio since inception. As such, there
are existing processes and procedures in place, including databases, document
management capabilities, insured monitoring protocols and other technological
systems, ail of which provide for the efficient maintenance of the portfolio. In
addition, the Applicant and Mills have qualified administration staff who bhave

_ relationships with insurance carriers, agents and the insured persons, and who
routinely process premiums, track insured lives, and process death claims,
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()  This Plan will also permit the Applicant to utilize the Litigation Contribution 10
contimue with two actions (the “Actions™). currently outstanding, being Universal
Settlements International Inc. v. James Torchia, Marc Celello and National
Viaticals Inc. (United States District Court, Western District of Michigan, Court
file no. 1:07-cv-1243) and in Universal Settlements International Inc. v. Antonio
Duscio et al. {Ontario Superior Court of Justice, Court file no. 06-CV-323645
PD3), from which the Applicant expects fo receive a net recovery. The potential
benefit of the Actions may be lost if the Applicant does not continue to operate.
As described in Section 4.5 of this Plan, all Litigation Recovery will be paid into
the Monitored Trust Account.

{d) A typical Life Settlement transaction between the Applicant and a Purchaser
commenced with the execution of a purchase agreement. The terms of the
Applicant’s purchase agreements evolved slightly over time as programs changed.
The terms of many purchase agreements are ambiguous in some respects, and
there is some doubt as to whether some Purchasers have (i) a claim only as a
creditor of the Applicant, and no direct claim to the Policies purchased by the
Applicant on their behalf, or (ii) a direct claim in the Policies purchased by the
Applicant on their behalf, Except with respect to the life insurance policies held
in the M-Series Trust or the USI Trust, since such policies are held in trust for
the Purchasers of such policies, for the purposes of the Plan, all Purchasers will be
treated as Creditors. The Applicant is strongly of the view that the approval and
implementation of the Plan will retumn to Purchasers, in aggregate, more than the
Purchasers would realize if they were to assert a direct ownership or beneficial
interest in the Policies previously allocated to the Purchasers.

24  Cash on Hand to be paid into Monitored Trust Acconnt

As of the close of business on June 25, 2009, the estimated Plan Implementation Date, the
Applicant anticipates that the aggregate of approximately U.S. $8.7 million will be available for
contribution into the Monitored Trust Account, such aggregate amount consisting of (i) cash in
possession of the Applicant as of Plan bnplementation Date, (if) Premium Rescrves, and (iif)
Death Benefit Maturity Funds (collectively, “Cash on Hand").

2.5 Escrow Fund

The Shareholders have agresd that any and all portions of the Escrow Fund that are released to
the Sharcholders, or the Applicant, shall be paid into the Monitored Trust Account. Upon any
release of all or any part of the Escrow Fund, it shall be deposited directly to the Monitored Trust
Account, pursuant to a direction to be executed by the Applicant and the Shareholders. If all or
any part of such amount is needed for the payment of the Applicant’s legal fees and
disbursements in the Actions, the Applicant shall be entitled to the release of all or part of such
amount, upon presentation to the Monitor of a copy of an invoice or other similar documentary
record of the amount to be paid, to the Applicant for such purpose. 1f not needed for payment of
the Applicant’s legal fees and disbursements in the Actions, 50% of the remaining balance of the
Escrow Fund shall be paid directly to the Shareholders and the remaining 50% shall remain in

the Monitored Trust Account to be distributed as otherwise provided for in this Plan. The
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Monitor shall not be abliged to consider the reasonableness of the request for payment of any

amount for the payment of legal fees equal to the amount of the Escrow Fund deposited to the
Monitored Trust Account,

26 Unafiected Claims

This Plan does not affect the following claims, liabilities or other obligations of the Applicant,
except es may expressly provided under the terms of any Order:

(8)  Post Filing Goods and Services — the claims arising in respect of goods or
services supplied afler the Initial Order Date and prior o Plan Implementation;

(o)  Professional Advisors - the claims of the Monitor and of the legal advisors to the
Applicant and the Monitor for fees and disbursements (the “Professional Costs™)
incurred or to be incurred in connection with end incidental to (i) the CCAA
Proceedings, (i) the preparation, approval and administration of this Plan, and
(iii) the recovery of Insurance Proceeds and the protection of the Policies, in cach
case other than fees and disbursements incurred with respect to the Actions. ‘

()  Directors and Officers — the Claims of individuals who are current officers or
Directors of the Applicant for indemnity pursuant to indemnities provided by the
Applicant. :

(d)  Secured Creditors — the Secured Claim of any Person.

(6)  Insured Claims — the Claims arising in the ordinary course of business against the
Applicant which are covered by insurance held by the Applicant (“Insured
Claims”), including the Claims or portions of Claims which are below the
deductible amounts in such insurance policies, provided, however, that the
Applicant shall not be obliged to pay any obligations in respect of deductibles
arisitig on or before the Initial Order Date. For greater certainty, Insured Claims
shall have recourse solely apainst the applicsble insurers, and neither the Person
having an Insured Claim, nor the insurer itself (whether by subrogation or
otherwise) shall have any recourse with respect to the Insured Claim as against
the Applicant, or any Proven Claim for the purpose of the Plan.

6] Claims of the Crown — Claims of the Crown referred to in paragraph 18.2(1) of -

the CCAA.

2.7 Affected Persons

On Plan Implementation, the Plan will become effective and be binding on the Applicant and the
Creditors and all other Persons affected by the provisions of this Plan.

Other than the Corporate Policies, this Plan does not affect any policies held in the M-Series
Trust or the UST Trust, since such policies are held in trust for the Purchasers of such policies.
For greater certainty, however, this Plan does affect, compromise and release any Claim that any

Purchaser of such policies may have against the Applicant or other Persons.

DOCSTOR: 171232613



-12 -

2.8 Persons not affected by this Plan

Except to the extent that they may be generally affected by the declarations of trust herein, (i)
Persons holding Unaffected Claims shall not be affected by the compromise and amrangements

set out in this Plan, and (ii) Persons with claims in the Actions shall not be affected by the
compromise and arrangements set out in this Plan.

ARTICLE 3
CLASSIFICATION OF CREDITORS

3.1 Classification of Creditors

The classification of Creditors for the purpose of considering and voting on this Plan and
receiving Distributions hereunder are:

(&)  Puxchasers; and
®) Ordinary Creditors.

ARTICLE 4
TREATMENT OF CREDITORS

4.1 Compromize of Claims of Crediters

For the purposes of this Plan, the Creditors shall receive the treatoent as provided in Article 4 of
the Plan and on the Plan Implementation. Date, Claims will be settled in accordance with the
terms hereof,

Creditor Approval of this Plan shall be deemed to occur if each Class of Creditors (being
Purchasers and Ordinary Creditors) approves this Plan in sccordance with the CCAA at duly

constituted Meetings of such Creditors, in which case this Plan and its terms shall bind all
Creditors.

4.2 The Monitered Trust Account

The Monitored Trust Account shall be a segregated bank account or bank accounts in a Canadian
chartered bank, established by the Applicant and, subject to the terms of this Plan, shall be held
in trust for the Purchasers and the Ordinary Creditors, pursuant to a Declaration of Trust to be
executed by the Applicant. As trustee for the Monitored Trust Account, the Applicant will enter
into an agreement (the “Monitored Account Agreement”) with the Monitor which will provide
for the mechanics of operation of the Monitored Trust Account and the terms of oversight of the
Monitored Trust Aceount to be provided by the Monitor,
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The Monitored Trust Account may be held in Canadian or U.8. dollars, or in such other
currencies as the Monitor may deem appropriate.

All Pclicies, Insurance Proceeds, Litigation Recovery, Cash on Hand, Tax Refunds, and
remaining TP1 Proceeds in possession of or received by the Applicant or Mills on or afier Plan
Implementation shall be held in trust by the Applicant, or Mills, as the case may be, pursuant to
Declarations of Trust 1o be executed by the Applicant and Mills in favour of the Purchasers and
the Ordinary Crediters. All Insurance Proceeds, Litigation Recovery, Cash on Hand, and
remaining TPI Proceeds shall be paid forthwith afier Plan Implementation by the Applicant, or
Mills, as the case may be, for deposit into the Monitored Trust Account.

The funds may be disbursed out of the Monitored Trust Accounmt in accordance with the
Monitored Account Agreement and this Plan, to pay the following (collectively, the “Costs™);

1. Premiums;

2. Professional Costs;

3. Administrative Fees and Mills’ fees;
4, Borrowing Costs |

3. the Litigation Contribution; and

6. Unaffected Claims;

In addition, any bank charges related to the Monitored Trust Account may be deducted by the
bank from the account.

Payment of such amounts are subject to:
o confirming that the Costs are due and are a permitied disbursement pursuant to the Plan;
o there being sufficient funds in the Monitored Trust Account to make such payments;
o the Monitor’s review of the Costs for reasonableness;
o the Court's approval of fees and disbursements, where applicable; and

o the Monitor’s ability to apply for direction from the Court, if necessary, prior to paying
any Cost.

Payments out of the Monitored Trust Account on account of any Canadian taxes or withholdings
as required by law shall also be permitted.

There shall be no obligation to pay Costs pro rata, in the event that sufficient funds are not
available from time to time t¢ pay all Cost, and the timing of the payment of all Costs shall be at
the discretion of the Monitor, or as the Court may direct, The Monitor shall not incur any
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liability for the payment or non-payment of any Costs, or the timing or manner of such
payments.

Subject to the Reserve for Costs described at Section 4.3 below, and the payment of Costs, funds
may be made available to the Purchaser Pool, the ROI Pool and the Ordinary Creditor Pool in
accordance with this Plan, to allow for the payment of Distributions from those Pools to
Creditors. No payments shall be made directly to Creditors out of the Monitored Trust Account
and Creditors shall not be entitled fo assert any direct claim to the funds in the Monitored Trust
Account, without Order of the Court.

4.3  Reserve for Costs

A reserve (the “Reserve for Costs”) shall be established in the Monitored Trust Account in
order to fund the Costs. As of Plan Implementation Date, the opening balance of the Reserve for
Costs shall be the amount of the Cash on Hand. Thereafter, the Reserve For Costs shall be
maintained in an amount sufficient, in the Monitor’s sole discretion, to pay the anticipated Costs
for the following two years. In determining the Reserve for Costs, the Monitor shall be entitled
to rely on the information provided by the Applicant, Mills and the insurance companies, relating
to projected Premium liabilities, Bomrowing Costs, Professional Costs, Litigation Costs, the
amount of any Unaffected Claims, and any other amounts or issues affecting the amount of
Reserve for Costs.

Upon the maturity of all Policies and receipt of all Insurance Proceeds, or upon the completion of
the Sale Process and the closing of all fransactions for the sale of all remaining Policies, the
remaining balance of the Reserve For Costs shall be available to pay any remaining Costs and to
make transfers to the Pools for the payment of Distributions to Creditors.

4.4 Power to Borrow

The Applicant, with the Monitor’s prior written consent, shall be entitled to borrow money
against the Policies, and to grant security interests in the Policies to secure such loans, where
such borrowings are necessary in the Monitor’s opinion to provide funds for the payment of
Premiums, the Professional Costs, the Administrative Fee and/or Mills” fees. Any such funds
bomrowed shall be deposited direcily into the Monitored Trust Account to be used to pay the
Premiums, Professional Costs, the Administration Fee, and Mills’ fees. Other than borrowings
for these purposes, the Applicant shall not borrow money against the Policies nor grant security
interests in the Policies to secure any indebtedness or other obligations.

45  Litipation Contribution and Litipation Recovery

The Applicant shall have the power to continue the Actions, and the Litigation Contribution
(including any portion of the Escrow Fund deposited into the Monitored Trust Account in
accordance with Section 2.5 of this Plan) shall be made available to the Applicant and its counse}
for the payment of the Applicant’s legal fees and disbursements with respect to the Actions. As
noted in the definition of “Litigation Contribution”, U.8. $500,000 of the Litigation Contribution
shall be made available from the Monitored Trust Account. In this Section 4.5, this is referred to
as the “Litigation Contribution sourced from cash™. In addition, any portion of the Escrow Fund
paid into the Monitored Trust Account shall also be available as part of the Litigation
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Contribution. In this Section 4.3, this is referred to as the “Litigation Contribution sourced from
the Escrow Fund”.

No amount in excess of the Litipation Contribution shall be paid out of the Monitored Trust

Account toward payment of the Applicant’s legal fees and disbursements with respect to the
Actions,

To the extent that the Litigation Contribution sourced from the Escrow Fund is not needed to pay
the Applicant’s legal fees and disbursements with respect 1o the Actions, the Escrow Fund shall
be distributed from the Monitored Trust Account in accordance with Section 2.5 of this Plan.

The amount of the Litigation Contribution actually used to pay the Applicant’s legal fees and
disbursements related to the Actions shall be considered a deduction from the monies otherwise
transferable from the Monitored Trust Account to the Ordinary Creditor Pool. The Litigation
Contribution may be paid out of the Monitored Trust Account at any time, and from time to time,
provided that sufficient funds are available in the Monitored Trust Account, and regardless of
whether the funds at that time available for transfer to the Ordinary Creditor Pool are greater than
or less than the amount of the Litigation Contribution sought by the Applicant at that time,
However, no transfer from the Monitored Trust Account to the Ordinary Creditor Pool shall take
place until the funds available for transfer to the Ordinary Creditor Pool in accordance with

Section 4.8 of this Plan exceed the Litigation Contribution previously paid out of the Monitored
Trust Account and then outstanding.

All Litigation Recovery will be deposited into the Monitored Trust Account, and shall be applied
as follows (in each case without interest or deduction):

(a)  first, o reimburse the Monitored Trust Account for the full amount of any
Litigation Contribution sourced from cash and previously paid out to fund the
Applicant’s legal fees and disbursements with respect to the Actions;

(b)  next, to pay to Borden Ladner Gervais LLP the amount of its Claim secured by a
solicitor’s lien, to the maximum amowunt of $840,000, in accordance with a
settlement agreement approved by the Court on June 12, 2009;

(¢)  next, on a pari passu basis, to (i) reimburse the Monitored Trust Account for fifty
percent (50%) of any Litigation Contribution sourced from the Escrow Fund and
previously paid out to fund the Applicant's legal fees and disbursements with
respect to the Actions, and (i) pay to the Shareholders an equal amount;

(d) f payment of any portion of the Litigation Contribution previously resulted in a
lower amount being transferred from the Monitored Trust Account to the
Ordinary Creditor Pool, then the reimbursements in paragraphs (a) and (c)(d) of
this Section 4.5, together with such additional funds as are available in the
Monitored Trust Account from the Litigation Recovery, shall be paid into the
Ordinary Creditor Pool to restore it to the position that it would have been in, had
the Litigation Contribution not been paid out;
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(¢)  next, en additional amount of the Litigation Recovery, equal to the total amount
of the Litigation Contribution paid out to fund the Applicant’s legal fees and
disbursements, shall be trapsferred from the Monitored Trust Account into the

Ordinary Creditor Pool, without regard to the formulae set out in Sections 4.6 and
4.8 of this Plan; and

f) any remaining Litigation Recovery shall remain in the Monitored Trust Account
for disbursement in accordance with this Plan.

The Applicant has agreed to esteblish a cormittee of three Creditors to consult with the
Applicant with respect to the conduct of the Actions and the fees and disbursements incurred in
prosecuting the Actions.

4.6 Purchaser Pool

The Applicant shall establish a segregated bank account into which funds from the Monitored
Trust Account, for payment of Distributions to Purchasers, will be deposited and held in trust by
the Applicant, pursuant to & Declaration of Trust 1o be executed by the Applicant. The payment
of all amounts to be paid out of the Purchaser Pool will be subject to the provisions of the
Monitored Account Agreement.

Upon declaring a Distribution, the Purchaser Pool shall be funded out of the proceeds held in the
Monitored Trust Account based upon the following formula (all amounts in the following
formula are in U.S, dollars): :

(Purchaser Policies’ face values and Premium Reserves at Plan Implementation Date) /
(Purchaser Policies’ and Corporate Policies’ face values' and Premivm Reserves at Plan
Iroplementation Date) = Purchaser Pool allocation

= ($185,040,918 + $2,709,072) / (185,040,918 + $7,473,456 + §2,744,944)
=96.15%

The Purchaser Pool shall be funded based upon the above formula until such time as () the
Purchaser Pool is in an amount sufficient to pay Distributions to Purchasers equal to one hundred
percent (100%) of their Original Investments, or {ii) there are no funds available in the
Monitored Trust Account for such purpose.

4.7 RO} Pool

The Applicant shall establish a segregated bank account for purposes of establishing the ROI
Pool, which shall be held in trust by the Applicant pursuant to a2 Declaration of Trust to be
executed by the Applicant for purposes of paying Distributions to Purchasers. The payment of

' Excluding the Applicant’s interest in policies in the UST Trust, which the Applicani belicves have negligible
value.
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all amounts to be paid out of the ROI Pool will be subject to the provisions of the Monitored
Account Agreement.

Upon the payment into the Purchaser Pool of sufficient funds to pay to Purchasers amounts equal
to one hundred percent {100%) of their Original Investments, funds shall be transferred to the
ROI Pool from the Monitored Trust Account based upon the same formula used by the Monitor
for transfers to the Purchaser Pool, as described in Section 4.6 above (that is, 96.15%).

4.8 Ordinarv Creditor Pool

The Applicant shall establish a segregated bank account into which funds from the Monitored
Trust Account, for payment of Distributions to Ordinary Creditors, will be deposited and held in
trust by the Applicant, pursuant to a Declaration of Trust to be executed by the Applicant. The

payment of all amounts to be paid out of the Ordinary Creditor Pool will be subject to the
provisions of the Monitored Account Agreement.

Upon declaring a Distribution, the Monitor shall fund the Ordinary Creditor Pool out of the
proceeds held in the Monitored Trust Account based upon the following formula (all amormts in
the following formula are in U.S. dolass):

{Corporate Policies’ face values® + Premium Reserves at Plan Implementation Date) /
(Purchaser Policies’ and Corporate-Policies’ face values® + all Premium Reserves at Plan
Implementation Date) = Ordinary Creditor Pool allocation

= (87,473,456 + $35,872) / ($185,040,918 + $7,473,456 + $2,744,944)

=3.85%
The Ordinary Creditor Pool shall be funded based upon the above formula until such time as (i)
the Ordinary Creditor Pocl is in an amount sufficient to pay Distributions to Ordinary Creditors
equal to one hundred percent (100%) of their Proven Claims, or (i} there are no funds availsble
in the Monitored Trast Account for such purpose.

4.9 Sale Process

The Applicant may request that the Monitor commence a Sale Process with respect to some or all
Policies that have not matured under the following circumstances:

{a) After sufficient fimds are available in the Purchaser Pool to pay to Purchasers

Distributions equal to onc hundred percent (100%) of their Original
Investments; or

? See foototz 1, abave.

) Qee foommote 1, sbove,
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®) Prior to there being sufficient funds in the Purchaser Pool to pay to Purchasers
Distributions equal fo one hundred percent (100%) of their Original
Investments if the proceeds from the Sale Process would be sufficient to pay
to Purchasers Distributions equal to one hundred percent (100%) of their
Oripinal Investments.

Such a Sale Process shall be commenced only if market conditions are such that the financial
recovery from the sale of the Policies is determined by the Applicant, in consultation with the
Monitor, to be more advantageous to Purchasers and Ordinary Creditors than the confinued
payment of the Costs and the continued collection of death benefits in respect of the Policies
under the terms of this Plan. Such Sale Process shall not be held without further Order.

The net proceeds from the sale of any Policies shall be deposited into the Monitored Trust
Account and distributed in accordance with this Plan.

4,10 Disbursements from Pools

Funds shall be transferred to the Purchaser Pool (or the ROI Pool, as the case may be) and to the
Ordinary Creditor Pool from the Monitored Trust Account as frequently as the Monitor deems
prudent, or as directed by the Court, taking into account the amount contained in the Monitored
Trust Account from time to time, the required amount of Reserve for Costs, timing, any disputed
issues outstanding, and any other issues that may then exist, subject to the Reserve for Costs
remaining in the Monitored Trust Account at all times and subject to all applicable tax payment
or withholding obligations, and provided that a decision by the Monmitor or the Court as to the
frequency of Distributions is final and binding for all purposes. Distributions shall be paid from
the Pools, in accordance with this Plan. The payment of the first Distribution, subject to the
above conditions, will be made as soon as practicable afier June 1, 2010.

Distributions will be paid from the Pools as follows:

(a}  Purchaser Pool: Distributions from the Purchaser Pool shall be paid to
Purchasers pro rata celculated on the basis of the amount of Purchasers’ Original
Tnvestment, and without regard to (i) the date of that Original Investment, or (ii)
any Claim based on interest or other refurn on the Original Investments of
Purchasers. If at any time there are more monies in the Purchaser Pool than are
necessary 10 pay to Purchasers one hundred percent (100%) of the Omiginal
Investments made by Purchasers, then the excess monies shall be transferred from
the Purchaser Pool to the ROI Pool. Other than Distributions to Purchasers and
the transfer of excess monies from the Purchaser Pool to the ROI Pool, no
payments shall be made out of the Purchaser Pool.

(b)  ROI Pool; Distributions from the ROI Poal shall be paid to Purchasers based on
the methodology set out in Schedule B to this Plan, which includes the payment
of the Success Fee to the Applicant, Payment of the Success Fee is aligned with
the interests of the Purchasers since it shall only be paid to the Applicant after
Distributions totalling 110% of Purchasers’ Original Investments have been
distributed to Purchasers, The Success Fee is calculated as follows:
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U.S. $1 million Success Fee paid when 110% of Original Investments is paid
to Purchasers; and

After payment of U.S. §1 million Success Fee, proceeds shared 75% / 25%
(Purchascrs / Applicant) for that portion of the ROI Pool in excess of 110% of
Original Investments paid to Purchasers.

(€)  Ordinary Creditor Pool: Distributions from the Ordinary Creditor Pool shall first
be used to pay to Ordinary Creditors on & pro raia basis 100% of the lesser of
$250,000 or the total of each Proven Claim, and thereafier pro rata based on the
remaining unpaid balance of each Proven Claim, at the same times as from the
Purchaser Pool (or the ROI Pool, as the case may be). If the funds available in the
Ordinary Creditor Pool exceed the aggregate amount of all Claims of Ordinary
Creditors as of the Valuation Date, the Applicant ghall transfer any remaining
funds in the Ordinary Creditor Pool to the ROI Pool.

Notwithstanding the foregoing restrictions on disbursements from the Pools, disbursements may
also be made on account of any clearance certificates or other legal or regulatory pre-conditions
to payment of Distributions.

In meking Distributions, the Applicant and the Monitor shall take into account the most cost-
effective means of doing this, from both the Applicant’s / Monitor’s perspective, and also from
the recipient’s perspective.

411 Right to Vote and Receive Distributions

Only Creditors with a Proven Claim shall be entitled 1o vote or receive any Distribution under
the Plan or in respect of a Claim, unless otherwise ordered by the Court. Notwithstanding the
foregoing, if any Claims have not been finally determined pursuant to the Claims Procedure
Order by the date of the Meeting, then a vote with respect to these unresolved Claims shall be
recorded by the Monitor in accordance with Section 28 of the Claims Procedure Order.
Purchasers shall not be entitled to recovery of any Claims out of any funds other than the
Purchaser Pool and ROI Pool, and Ordinary Creditors shall not be entitled to recovery of any
Claims out of any funds other than the Ordinary Creditor Pool.

4.12 Crown Priority Claims

Within six months afler the date of the Sanction Order, the Applicant will pay in full afl Claims
pursuant to Section 18.2(1) of the CCAA.

4.13 Effect of Plan Generally

Save and except as otherwise provided herein, on the Plan Implementation Date the treatment of
Claims under this Plan shall be final and binding on the Applicant and all Creditors {and their
respective heirs, executors, administrators, legal or personal representatives, successors and
assigns), and the Plan shall constitute (i) full, final and absolute settlement of all rights of the
holders of all Claims; and (ii) an absolute release and discharge of all indebtedness, liabilities

and obligations of the Applicant, any Director, and any Agent in respect of any Claim.
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From and after the Plan Implementation Date, no Creditor shall have any right to assert any
claim against the Applicant, the Directors, the Monitor, or any Agent based, without limitation,
on an assertion of a beneficial interest, ownership interest, trust interest, or any other proprietary
interest against the Applicant or in any of its assets (including the Policies, the Premium
Reserves and any Death Benefit Maturity Funds).

Further, on the Plan Implementation Date, all Creditors release and shall be deemed to release
the Applicant, the Directors, the Monitor, and all Agents, of and from all obligations, liabilities,
claims and causes of action, as set out more fully in Section 7.4 of this Plan.

4,14 Events of Default

H in the Monitor’s opinion, acting reasonably, the Applicant has defaulted in the performance of
this Plan, the Moritor shall promptly provide written notice to the Applicant of such defanlt. If
within thirty (30} days of written notice of defaunlt the Applicant has not remedied the default
identified by the Monitor, and if the Monitor has not withdrawn its written notice of default, then
the Monitor shall apply to the Court for such directions or Orders as it deems appropriate in the
circumstances. As provided in Section 7.8 of this Plan, the Applicant and the Monitor may also,
at any time, seek directions from the Court. I the urgency of the default is such that the
Monitor, acting reasonably, cannot give the notice required herein, then the Monitor may apply
to the Court for directions, on such notice as the Court may direct.

ARTICLE S5
MONITOR’S ROLE AND OTHER MATTERS

51 Moniter’s Rele

In addition fo any role that it may have under any Order, the Monitor shall supervise this Plan
and monitor the Applicant’s compliance with this Plan. The Monitor shall have access to the
Applicant’s books and records for the purposes of such supervision and monitoring, but shall not
assume management or control of the Applicant or its business. The Applicant shall at the
Monitor's request compile and make commercially reasonsble efforts to obtain information
relating to verifications of coverage of Policies, anpual reports from insurance compenies,
tracking reports of maturities, Premium illustrations, correspondence with insurance companies,
Unaffected Claims, due diligence of Policy portfolio for purposes of the Sale Process, and
previously transferred Policies, and shall provide all such information to the Monitor at the
Monitor’s request. The Monitor may report to the Cowst and/or Creditors and seek directions
from the Court from time to time as to the status of the Plan, the Monitored Trust Account, the
Reserve for Costs, Bomowings, or any other matter,

DOCSTOR: 171232613



-21-

5,2  Protections relating to the Monitor

Emnst & Young Inc. is acting as Monitor in the CCAA Proceedings with respect to the Applicant
and not in its personal or corporate capacity and will not be responsible or liable for any
obligations of the Applicant. The Monitor shall be entitled to rely on information provided by
the Applicant, subject only to the Monitor's review of such information for reasonableness.
Emst & Young Inc. in its capacity as Monitor will have the powers and protections granted to it
by this Plan, the CCAA, the Initial Order, the Meeting Order, the Sanction Order and any other
Order. When in the Monitor’s view (i) all or substantially all of the obligations under the Plan
have been performed, or (ii) a material adverse change with respect to the Plan has occurred, it
may apply to the Court for directions with respect to the performance of any remaining
obligations under the Plan or any other matter, and may seek its discharge as Monitor.

53 Role of Mills

As the United States of America service agent for the Policies on behalf of the Applicant, Mills
will continue to service 138 of the 155 open Policies for the Applicant. Mills will execute a
declaration of trust pursuant to the terms of the Plan. Pursuant to direction from the Applicant,
Mills will perform limited policy administration services, including the payment of Premiums
and Premium Reserves and the collection of death benefits. Further, Mills will correspond with
insurance companies as required and directed by the Applicant, and assist the Applicant in
managing any issues which arise with respect to Policies. For its services, Mills will charge a
transaction based fee. Mills fee will not be paid from the Administrative Fee set out in Schedule
A 10 this Plan, )

54  Risks related to the Plan

The implementation and fanding of the Plan is subject to a number of risks, which include
without limitation:

(a) it may take significantly longer than aoticipaied for Policies to mature, resulting
in additiona! costs incurred by the Monitored Trust Account fo pay the Premiums
and Costs necessary to maintain the Policies;

(o)  if funds are not available (in the Reserve for Costs, or by way of Borrowings) to
pay Premiums at any time, Policies may lapse;

(¢) if there is a dispute with the insurance company issuing any of the Policies,
payment of Insurance Proceeds with respect to such Policies may be delayed or
may not be received;

(d)  if the insured Person under any Policy cannot be located by the Applicant, or if &
death certificate for that Person cannot be obtained on maturity of the Policy, the
death benefit paysble under the Policy may be delayed or may not be received;

(e)  certain Policies do not record the Applicant as the owner of such Policies, and

such Policies could in some circumstances be revoked by the Person recorded as
the owner of such Policies;-
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(f)  certain Policies are term life insurance policies, and may not be convertible to
whole life policies, or may be subject to renewal at higher premiums;

(g) the insolvency of any life insursnce company would jeopardize the Policies
insured by that insurer;

(h)  the Applicant’s ability to retain its operations and perform the services outlined in
Schedule A may in the future be adversely affected by changes in its business
environment, by staff departures, or by other factors affecting its business,
including without limitation any claims against it in the Actions.

5.5 Unpaid or Unclaimed Distributions

1t is the Creditor’s responsibility to cnsure that the Creditor’s current address is provided to the

Applicant and the Monitor, and to advise the Applicant and the Monitor iy writing if that address
chanpes,

If the Monitor does not have the correct address for any Creditor entitled to a Distribution
pursuant to this Plan, then such Distribution to that Creditor shall not be paid, and the amount of
such Distribution shall remain in the applicable Pool. If such Creditor later provides a current
address, the Distribution shall then be paid to the Creditor, without interest. Nothing contained
in this Plan shall require the Applicant or the Monitor to locate sach Credifor.

If prior to the time of the final payment of Distributions to Creditors from any Pool (i) any prior
Distribution has not been paid to a Creditor, (if) any cheque with respect to a prior Distribution
has not been cashed, or (iii} the Monitor does not have any Creditor’s then-current address for
payment of any Distribution, then the Monitor shall deal with such Distributions

(“Undistributed Distributions™) in the manner then required by the CCAA, or as the Court may
direct.

5.6  Effect of Sanction Order

The Applicant will seek & Sanction Order that will, in addition to sanctoning the Plan, and
without limitation to any other terms that it may contain:

{a)  declare that the compromises effected hereby are approved, binding and effective
as herein set out upon all Creditors;

(b)  approve all steps and transactions contemplated by the Plan, including, without
limitation, those taken in connection with the completion of the restructuring,

(c)  stay any and all steps or proceedings commenced, taken or proceeded with or that
may be commenced, taken or proceeded with against any or all Directors or
Agents in respect of any Claim compromised or released hereby; and

(d)  be in form and substance satisfactory to the Applicant and to the Monitor, acting
reasonably. .
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ARTICLE 6
CONDITIONS PRECEDENT

6.1 Application for Sapction Order -

The Applicant will apply to the Court for the Sanction Order within 10 days following the date
upon which Creditor Approval is cbtained. On the Plan Implementation Date, subject to the
satisfaction or waiver of the conditions contained in section 6.2, the Plan shall be implemented

by the Applicant and shall be binding upon all Creditors and all other Persons affected by the
provisions of this Plan.

6.2  Conditions Precedent to the Implementation of the Plan

The implementation of this Plan will be conditional on the satisfaction of the following
conditions:

(8  Creditor Approval - The Plan has been approved pursuant to the CCAA by each
Class of Creditors;

(b)  Approval - The Applicant shall have taken all corporate actions and proceedings
which, in their reasonable opinion, are necessary to approve this Plan, and to
enable them to execute, deliver and perform their obligations under this Plan;

(c)  Sanction Order - The Sanction Order has been issued by the Court on or before
June 22, 2009, or such later date as the Applicant and the Monitor deems
reasoneble, and any other order deemed necessary or desirable by the Applicant
or the Monitor has been obtained;

(d)  Payment of Unaffected Claims - all of the Unaffected Claims accrued to the Plan
Implementation Date shall have been puid, or provision for payment of the
Unaffected Claims shall have been made (in the opinion of both the Applicant
and the Monitor, each acting reasonably);

(€)  Declaration of Trust — the Applicant shall have delivered to thc Monitor a
declaration of trust, wherein the Applicant declares that effective on the Plan
Implementation Date the Applicant holds all Policies and all funds deposited into
the Monitored Trust Account in trust for the beneficiaries of this Plan, and that
the Policies and Insurance Proceeds and all other fumds held in the Monitored
Trust Account shall be dealt with only in the mannes provided for in this Plan;

(f)  Deliveries of Instruments — The Applicant shall have executed and delivered all
such other agreements, indentures, documents and other instruments which, in its
opinion, and the Monitor’s opinion, acting ressonably, are necessary to be
executed and delivered by the Applicant in order to implement the Plan and
perform its obligations hereunder;
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(g)  Directions and declarations of trust, generally — all directions and declarations of
trust to be delivered purspant to this Plan shall have been delivered in a form
satisfactory to the Applicant and the Monitor, cach acting rcasonsbly; and

(b)  Deliveries of Documents - all relevant Persons have executed, delivered and filed
ell documents and other instruments that, in the opinion of the Applicant and the
Maonitor, acting reasonsbly, are necessary to implement the provisions of the Plan
or the Sanction Order.

ARTICLE 7
GENERAL

7.1  Binding Effect

At the Effective Time on the Plan Implementation Date, the Plan will become effective and be
binding on and enure to the benefit of the Applicant, the Creditors and all other Persons named
or referred to in, or subject to, this Plan and their respective heirs, executors, administrators and
other legal representetives, successors and assigns.

7.2 Amendments

(3)  The Applicant reserves the right, at any time and from time to time, to amend
modify and/or supplement this Plan, provided that any such amendment,
modification or supplement must be contained in a written document which is
filed with the Court and (i) if made prior to any meeting of Creditors called for
the purpose of considering and voting in respect of the Plan pursuant to the
CCAA, communicated to the Creditors in the manner deemed appropriate by the
Monitor; and (i) if made following such meeting, approved by the Court
following notice to the Creditors affected thereby.

()  Any amendment, modification or supplement may be made by the Applicant
following the Sanction Order, with the consent of the Monitor, provided that it
concemns a matter which, in the opinion of the Applicant, scting reasonably, is of
an administrative natore required to better give effect to the implementation of the
Plan and to the Sanction Order and is not adverse to the financial or economic
interests of the Creditors.

()  Any supplementary plan or plans of compromise or arrangement filed with the
Court and, if required by this Section, approved by the Court, shall, for ail
purposes, be and be deemed to be a part of and incorporate into this Plan.

73  Termination
At any time prior to the Plan Implementation Date, the Applicant may determine not to proceed

with this Plan, notwithstanding any prior approvals given at any Meeting or the obtaining of the
Sanction Order.
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74 Releases

Other than in respect of Unaffected Claims and obligations under the Plan, as at the Effective
Time, each Creditor will be deemed to forever release, waive and discharge all Claims,
obligations, suits, judgments, damages, demands, debts, rights, causes of action and liabilities
(including any claim of a beneficial interest, ownership interest, trust interest, or any other
proprietary interest against the Applicant or in any of its assets, including the Policies and the
Premium Reserves), in each case whether liquideted or unliquidated, fixed or contingent,
matured or unmatured, known or unknown, foreseen or unforeseen, then existing or thereafter
arising, in law, equity or otherwise that are based in whole or in part on any act, omission,
transaction, event or other occurrence taking place on or prior to the Valuation Date in any way
relating to the Applicant, the CCAA Proceedings or this Plan against: (i) the Applicant; (ii) the
Directors and those Persons who were employees of the Applicant as of the Valuation Date or
thereafter; (iii) Persons who may claim contribution or indemnification against or from the
Applicant; (iv) Agents, (v) the Monitor, and (vi) the legal counsel and other professional advisors
to the Applicant or the Monitor, provided that nothing herein will release or discharge (A)
directors or officers of the Applicant in respect of any claim referred to in paragraph 5.1(2) of the
CCAA, or (B) any claims made in the Actions against the Applicant.

75 Consents, Waivers and Agreements

At the Effective Time, each Creditor shall be deemed to have consented and agreed to all of the

provisions of this Plan, as an entirety. Without limitation to the foregoing, each Creditor will be
deemed:

(8) to have executed and delivered to the Applicant all consents, assignments,
releases and waivers, statutory or otherwise, required to implement and carry out
this Plan as an entirety;

{6)  to have waived any default by or rescinded any demand for payment against the
Applicant that has occurred on or prior to the Plan Implementation Date pursuant
to, based on or ss a result of any provision, express or implied, in any agreement
or other amrangement, written or orel, existing between such Creditor and such
Applicant with respect to a Claim; and

(c) to have agreed that, if there is any conflict between the provisions, express or
implied, of any agreement or other arrangement, written or oral, existing between
such Creditor and the Applicant with respect to a Claim as at the Plan
Implementation Date and the provisions of this Plan, then the provisions of this

Plan teke precedence and priority and the provisions of such agreement or other
arrangement are amended accordingly.

7.6 Severability of Plan Provisions

I, prior to the Effective Time, any provision of this Plan is held by the Court to be invalid, void
or unenforceable, the Court, at the request of the Monitor may alter such provision to make it
valid or enforceable to the maximum extent practicable, consistent with the original purpose of

such provision, and such provision will then be applicable as altered and the remainder of the
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provisions of this Plan ‘will remain in full force and effect and will in no way be invalidated by
such alteration.

7.7 Governing Law

This Plan will be governed by and construed in accordance with the laws of the Province of
Ontario and the federal laws of Canada applicable therein. All questions as to the interpretation
of or application of this Plan and all proceedings taken in connection with this Plan and its
provisions shall be subject to the exclusive jurisdiction of the Court.

The Applicant agrees to execute and deliver, on or after the Effective Time, all such agreements,
instruments and documents and to take all further actions as may be reasonably necessary from
time to fime to carry out the intent and purposes of this Plan.

7.8 Directions

The Applicant or the Monitor may at any time, and with such notice as the Court may require,
seek directions from the Court with respect to this Plan and the provisions hereof, including the
Schedules.

7.9 Notices

Any notice or other communication to be delivered or filed hereunder must be in writing and
teference this Plan and may, subject as hereinafter provided, be made or given by personal

delivery, courier, registered mail, electronic mail or by facsimile addressed to the respective
parties as follows:

(a) ifto the Monitor:

Emst & Young Inc.

Court-appointed Monitor of Universal Settlements International Inc.
222 Bay Street, Suite 1600

Toronto, Ontario MSK 137

Canada

Attention: Brian Denega
Fax No.: (416) 943-3300
Email; umiversal settlements@ca.ey.com

(b) iftoa Creditor:
to the last known address (including facsimile number) for such Creditor, or to
such address specified in an Acknowledgement of Claim or Reguest for
Amendment (each as defined in the Claims Procedure Order) or a Proof of Claim

relating to such Creditor, or as such Creditor has otherwise specified in writing to
the Monitor,
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(c) iftothe Applicant:

Universal Seitlements International Inc,
5500 North Service Road

Burlington, Ontario

Canada L7L 6W6

Attention; Jeff Panos, President
FaxNo.: (905)331-6011
Email:  jpenos@universalsettlements.com

with a copy to:

Ructer Scargall Bennett LLP
Brookfield Place

161 Bay Street, Ste 4220

Box 226

Toronto, Ontario M5J 251 Canada

Attention: Randy Bennett
Fax No.. (416) 868-3411
Email: randy.bennett@rslawyers.com

with a copy to:

Ogilvy Renault LLP /S.EN.CR.L, srl.
Suite 3800, P.O. Box 84

Royal Bank Plaza, South Tower

200 Bay Sireet

Toronto, Ontario M3J 274 Canada

Attention: William McNamara
FaxNo.: (416)216-3930
Email: wmenamara@ogilvyrenault.com

" or to such other address as any party may from time to time notify the others in accordance
with this Section. All such communications that are delivered will be deemed to have been
received on the day of delivery. All such comrnunications that are sent by facsimile or
electronic mail will be deemed to be received on the day sent if sent before 5:00 pm. on a
Business Day and otherwise will be deemed to be received on the Business Day next following
the day upon which such facsimile or electronic mail was sent. Any notice or other
communication sent by registered mail will be deemed to bave been received on the third day
after the date of mailing.
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SCHEDULE A
(administrative services to be provided)

In consideration of the payment of the Administrative Fee of CDN $100,000 per month, the
Applicant (with the assistance of Mills) shall provide the following services relating to the
administration of the Policies and to the discharge by the Applicant of its duties under the Plan:

The Applicant will continue to do the following:

1.

8.

Premium management and funding

o Premium payments.

» monthly Promium reporis.

o Premium payment optimization. Modifying the Premiums needed on a regular basis so as to
minimize the Premiums necded to maintain Policies in good standing as new data is received.

Performing cash-value analyses and borrowing agaiust or from Policies, where permitted
by the Plan and for the purposes specified therein

Active management of cash surrender valaes on Policies
Insured tracking

e Monitoring the status of cach insured person within the portfolio.
¢ Maintain direct personal contact with each insured person quarterly.

Group policy and Preminm waiver mapagement

Processing death claims as policy maturities occur, utilizing where possible the Applicant’s
relationships with insurers to facilitate the processing and collection of death henefits

Investor communications and information updates

o Collection of verifications of coverage annually apd other information and documents from
insurance companics as required.

» Collection of updated medical information end life expectancy roporis as requested by the
Monitor. )

o Maintain, update and enhance Policy databases and related spreadsheets.

o Database updates and administrative processing of investor requests such as collateral
assignments, beneficiary changes etc.

¢ Continuing to liaise with all Purchasers to ensure that everybody uaderstands processes.

L]

Mainotaining web access for investors to view documents online,

o Maintain Purchaser communication tools like website and corporate updates.

Provide written reporis to Purchasers as requested.
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10, Customer support for Purchasers® telepbone, fax or email inguiries, on Business Pays
daring normal business hours.

11, Daily cash-flow reconciliations and reports.

12. Regular reporting to Menitor and Purchasers as mandated by the Court.

13. Ensuring regulatory compliance with respect to the Policies.

In the event that the Applicant defaults in the performance of these services for any reason, the
Monitor shall be entitled to take the steps outlined in Section 4.14 of the Plan or, if the urgency
of the default is such that the Monitor, acting reasonably, cannot give the notice required by

Section 4.14 of the Plan, then the Monitor may apply to the Court for directions, on such notice
as the Court may direct.
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SCHEBULE B
(Methoduology for payment of Distributions from the ROI Pool)

The monies in the ROI Pool shall be paid by the Monitor in the following order and in
accordance with the following terms:

FIRSTLY, if monies are available in the ROI Poal afier the payment of one hundred percent
(100%) of Purchasers’ Original Investments, then the Monitor shall pay Distributions to each
Purchaser based on each Purchaser’s proportionate entitlement, calculated in accordance with the
following formula:

2009 minus the year in which the Original Investment was made by the Purchaser;
add one (1);
multiply by the amount of the Original Investment made by the Purchaser;

the product will then represent each Purchaser’s proportionate entitlement to Distributions from
the monies available in the ROI Pool.

FOR EXAMPLE:

Purchaser A invested $100,000 in 2001, and Purchaser B invested $100,000 in 2005. Their
respective proportionate entitlements would be:

Purchaser A — 2009 minus 2001 equals 8, plus 1 equals 9, multiplied by $100,000 equals
900,000 ‘units’ for the purposes of calculating sharing of the monies available in the ROI Pool

Purchaser B — 2009 minus 2005 equals 4, fllus 1 equals 5, multiplied by $100,000 equals 500,000
‘units” for the purposes of calculating sharing of the monies available in the ROI Paol

Such Distributions shall continue until Purchasers in aggregate are paid one bundred and ten
percent (110%) of their Original Investments.

SECONDLY, the Monitor shall pay the next U.S. $1,000,000 to the Applicant as a success fee.
THIRDLY, eny monies remaining in the ROI Pool shell be distributed (1) seventy-five percent

(75%) to the Purchasers, in accordance with the above formula, and (i) twenty-five percent
{25%) to the Applicant.
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WHEREAS:

(a)

(b)

(©

(@

©

®

(2)

DECLARATION OF TRUST

Pated as of the 17th day of July, 2009,

by Mills, Potoczak & Company,
a [corporation] incorporated under the laws of the [State of Ohio}
(hereinafter referred to as the "Trustee”)

On December 2, 2008, Universal Settlements International Inc. ("USI") obtained
an Order (the "Initial Order") of the Ontario Superior Court of Justice granting it

protection pursuant to Section 11 of the Companies” Creditors Arrangement Act
(the "CCAA");

USI has developed an Amended Plan of Compromise and Arrangement dated
June 16, 2008 (as amended, the "Plan™);

The Plan was approved by the Ontario Superior Court of Justice on June 22, 2009
in the form attached hereto as Schedule "A";

Under the terms of the Plan, as the United States of America service agent for the
Policies (as defined in the Plan) on behalf of USL, the Trustee will continue to
service certain of the Policies for US];

Under the terms of the Plan, certain Policies and Insurance Proceeds (all as
defined in the Plan) may be in the possession of or received by the Trustee
(collectively, the "Property");

For the purposes of this Declaration, the "Beneficiaries" include the following
parties; the Purchasers (as defined in the Plan); the Ordinary Creditors (as
defined in the Plan); and any other parties receiving benefits under the Plan; and

The Trustee has agreed to hold the Property in trust for the Beneficiaries in
accordance with Sections 4.2 and 5.3 of the Plan.
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NOW THEREFORE the Trustee agrees as follows:

1. The Trustee declares that it holds the Property in trust for the Beneficiaries in accordance
with the terms of the Plan and the Monitored Account Agreement dated July 17, 2009
between USI and Ernst & Young Inc., in its capacity as Monitor (the “Monitored
Account Agreement”).

2. The Trustee agrees to deal with the Property only as necessary to give effect to the
provisions of the Plan and the Monitored Account Agreement.

3. The Trustee acknowledges and agrees that all profits, interest and other receipts of any
nature or kind arising from the Property or the use thereof shall be held in trust for the
benefit of the Beneficiaries and that the Trustee has no beneficial interest in such profits,
interest and other receipts.

4. The Trustee shall promptly transmit to the Monitor and USI copies of all notices, claims,
demands or other communications which the Trustee may receive and which relate in any
way to the Property, and shall provide such information relating to the Property as may
be requested by USI or the Monitor.

5. The relationship between the Trustee and the Beneficiaries shall be that of trustee and
beneficiary ounly. There is mo intention to create a relationship of partnership, joint
venture or association between the Benefictaries and the Trustee in relation to the

Property.

6. All provisions of this Declaration are subject to the terms of the Plan. In the case of any
conflict between this Declaration and the Plan, the Plan will govern.

IN WITNESS WHEREOF this Declaration has been executed by the Trustee on the day, month
and year first above written.

MILLS, POTOCZAK & COMPANY

Witk //ﬁﬁ?@%

Name: William M. Potoczak

Title:  President
1 have the authority to bind the Corperation

Per:
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SCHEDULE “A”

UNIVERSAL SETTLEMENTS INTERNATIONAL INC.

AMENDED PLAN OF COMPROMISE AND ARRANGEMENT

PURSUANT TO THE
COMPANIES’ CREDITORS ARRANGEMENT ACT (CANADA)

June 16, 2009

This Plan has not been approved or sanctioned in any way by the Ontario Superior Court
of Justice (the “Court”) pursuant to the proceeding brought by the Applicant under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. ¢-36, as amended, and bearing
Court File No. 08-CL-~7878. Rather, the Court has only authorized that this Plan be sent to
creditors of the Applicant for the purposes of allowing the Applicant fo hold a meeting of
creditors wherein ifs creditors may vote on whether or not to approve the Plan. Nothing in
this Plan is to be taken as the Court having passed on the merits of this Plan.
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AMENDED PLAN OF COMPROMISE AND ARRANGEMENT

LS e ——

This is the amended plan of compromise and arrangement of Universal Settlements Intemational
Inc. (the “Plan™).

ARTICLE 1
INTERPRETATIONS

1.1  Definitions
In this Plan, unless otherwise stated or the context otherwise requires:
“Actions” has the meaning given to that term in Section 2.3 of this Plan.

«A dministrative Fee” means the administrative fee set out in Schedule A to this Plan,
for the performance of the services also set out in Schedule A to this Plan, payable to the
Applicant monthly in advance from the Monitored Trust Account for each month (or part
thereof) starting on Plan Implementation and continuing until the earlier of (i) the datc on
which one hundred percent (100%) of the Original Investment of Purchasers has been

paid, (if) six years from the Plan Implementation Date, and (iii) the Court otherwise
directs.

“Agent” means any Person who acted to facilitate a purchase of a Life Settlement by a
Purchaser, and for the purposes of this Plan shall include Universal Settlements
Vemnogensberatung GmbH,

“Annuities” means annuities payaﬁle to the Applicant or Mills under the Policies.
“Applicant” means Universal Settlements International Inc.

“Borrowings” means any borrowings for the payment of Premiums, the Professional
Costs, the Administrative Fee and/or Mills’ fees, as permitted by Section 4.4 of this Plan.

“Borrowing Costs” means any borrowing costs incurred with respect to Borrowings.

“Business Day” means a day other than a Saturday or Sunday, on which banks are
generally open for business in Toronto, Ontario, Canada.

“Cash on Hand” has the meaning given to that term in Section 2.4 of this Plan.

“CCAA” means the Companies’ Creditors Arrangement Act, R.8.C. 1985, c. C-30, as
amended,

“CCAA Proceedings” means the proceedings under the CCAA commenced by the
Applicant in the Ontario Superior Court of Justice, Toronto (Commercial List) under
Court File No. 08-CL-7878.
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“Charges” means the Administration Charge and Directors’ Charge, as those terms are
defined in the Initial Order.

“Claim” means (i) any right of any Person against the Applicant in connection with any
indebtedness, liability or obligation of any kind of the Applicant, whether liquidated,
unliguidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal,
equitable, secured, unsecured, present, future, known, or unknown, by guarantee, surety
or otherwise and whether or not such right is executory in nature, including the right or
ability of any Person to advance a claim for contribution or indemnity or otherwise with
respect to any matter, action, cause or chose in action, whether existing at present or
comnenced in the future, which indebtedness, liability or obligation is based in whole or
in part on facts existing on or prior to the Valuation Date or which would have been
claims provable in bankruptcy had the Applicant become bankrupt on the Valuation Date
(each a “Claim”, and collectively, the “Claims™), and (if) any right of any Person against
the Directors of the Applicant that relates to the Claims for which the Directors of the
Applicant are by law liable to pay in their capacity as directors, provided however that
the terms “Claim” and “Claims” shall not include (i) Unaffected Claims, (ii) any claims
made in the Actions.

“Claims Procedure Order” means the Order of the Court made on January 23, 2009 in
the CCAA Proceedings.

“Classes” means the classes of Creditors for the purposes of considering and voting upon
this Plan in accordance with the provisions of this Plan, and receiving Distributions
hereunder.

“Corporate Policies” means the interests in life insurance policies that are not identified
on the records of the Applicant or Mills as allocated to a Purchaser as of the Valuation
Date, and in which the Applicant had retained such interest for its sole benefit, including
any interest of the Applicant in policies held in the USII Trust.

“Costs” has the meaning given to that term in Section 4.2 of this Plan.

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

“Creditor” means any Purchaser, Ordinary Creditor, or any other Person having a Claim,
and “Creditors” means all of such Persons.

“Creditor Approval” means the approval of this Plan by each Class of Creditors.

“Crown” means Her Majesty the Queen in the Right of Canada or any province thereof.
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“Death Benefit Maturity Funds” means all monies that have been or are received by the
Applicant prior to the Plan Implémentation Date from matured Pelicies, and which
monies continue to be held by the Applicant on the Plan Implementation Date.

“Director” means any director of the Applicant as of the date of this Plan, and
“Directors” means all of such directors.

“Distributions” are the amounts available for distribution to Purchasers and to Ordinary

Creditors, from the Purchaser Pool, ROl Pool and the Ordinary Creditor Pool,
respectively. :

“Effective Time” means noon (Eastern Standard/Daylight Time) on the Plan
Implementation Date.

“Escrow Fund” means those monies paid into escrow pursuant to an interim award of
the arbitrator dated January 16, 2007, in Re In the Matter of an Arbitration between The
Brokerwise Group Inc. and 1508211 Ontario Inc., claimants, vs. Antonio Duscio and
Martina Capital Corporation, respondents, and the term “Escrow Fund” shall include (i)
any amounts previously paid out of the Escrow Fund to Antonio Duscio and which are
subsequently repaid by him to the Escrow Fund, and (ii) any interest or gains on the
Escrow Fund, net of applicable taxes, but for the purposes of this definition, Escow Fund
shall be net of any legal costs or disbursements incurred to recover the Escrow Fund.

“Initial Order” means the Order of the Court dated December 2, 2008, made in the
CCAA Proceedings.

“Initial Order Date” means December 2, 2008.

“Insurance Proceeds” means death benefits in respect of matured Policies together with
any Annuities, interest and dividends, any return or refund of Premiums, and any other
amounts paid by insurance companies with respect to the matured Policies.

“Ljfe Settlement” means a financial transaction whereby owners of life insurance
policies sell their legal title and beneficial interest in such policies to a third party at a
discount from the face value of such policies.

“Litigation Contribution” means an amount not to exceed the aggregate of (i) US.
$500,000 to be contributed, pursuant to Section 4.5 of this Plan, from the Monitored
Trust Account toward payment of the legal fees and disbursements incurred by the
Applicant in the Actions, and (i) the Escrow Funds to be paid to the Monitored Trust
Account pursuant to Section 2.5 of this Plan and to be applied toward payment of any
additional Jegal fees and disbursements incurred by the Applicant in the Actions.

“] itigation Recovery” means any proceeds received by the Applicant from the
determination or settlement of either or both of the Actions, and shall include any costs
recovered by the Applicant in the Actions, but shall exclude the Escrow Funds payable to
the Monitored Trust Account in accordance with Section 2.5 of this Plan.
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“V-Series Trust” means the trust created pursuant to a Master Declaration of Trust
dated March 21, 2008 between Universal Settlements International Inc. and Mills (as
defined below).

“mature”; a Policy matures when the individual whose life is insured under that Policy
dies, and “maturity” and “Matured Policy” shall have a corresponding meaning,

“Meeting Order” means the Order of the Court made on May 11, 2009 in the CCAA
Proceedings.

“Meeting” and “Meetings” means the meeting or meetings of Creditors called for the
purpose of considering and voting in respect of this Plan pursuant to the CCAA.

“Mills” means Mills, Potoczak & Company, in its capacity as the United States of
Armnerica service agent for the Policies on behalf of the Applicant,

“Monitor” means Ernst & Young Inc., solely in its capacity as the Monitor appointed
pursuant to the Initial Order, and not in its personal capacity.

“jonitored Trust Account” means a bank account established by the Applicant and
held at 2 Canadian chartered bank, into which (from and after Plan Implementation) shall

be deposited the Cash on Hand, all Insurance Proceeds, all Litigation Recovery and any
TPI Proceeds.

“Monitored Account Agreement” means the agreement to be executed by the Monitor
and the Applicant as provided for under Section 4.2 of this Plan.

“Order” means any order of the Court in the CCAA Proceedings.
“Qrdinary Creditors” means all Creditors other than Purchasers.

“Original Investment” means the initial investment made by a Purchaser, as determined
pursuant to the Claims Procedure Order or any subsequent Order, without interest or any
other return on such initial investment.

“Qrdinary Creditor Pool” means a pool of funds created for payment of Distributions to
Ordinary Creditors, as described in Section 4.8 of this Plan.

“Person” means any individual, partnership, joint venture, trust, corporation,
unincorporated crganization, government or agency or instrumentality thereof, or any
other juridical entity howsoever designated or constituted.

“Plan” means this plan of compromise and arrangement filed by the Applicant pursuant
to the Initial Order and the CCAA, as such Plan may be further amended, varied or
supplemented from time to time.

“Plan Circular” means & circular dated May 5, 2009 wherein this Plan is summarized
and discussed.
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“Plan Tmplementation Date” means the date that is one (1) Business Day after the
satisfaction of all conditions precedent in section 6.2 of this Plan, or such later date as the
Applicant and the Monitor may agree in writing, and “Plan Implementation” shall have
a corresponding meaning,

‘“Policies” means Purchaser Policies and Corporate Policies.

“Peols” means, collectively, the Purchaser Pool, the ROI Pool and the Ordinary Creditor
Pool.

“Premiums” mean the amounts payable by the Applicant to keep the Policies in good
standing, as determined by the Applicant and Mills.

“Premium Reserves” means the fands that were previously segregated for the purposes
of paying Premiums for specific Policies.

“Professional Costs” has the meaning given to that term in Section 2.6 of this Plan.

“Proven Claim” means the Claims of Creditors which are Proven Claims within the
meaning given to that term in the Claims Procedure Order.

“Purchaser” means a person who, pursuant to a purchase agreement with the Applicant
or an Agent, purchased an interest in a Life Settlement, and from whom the Applicant
received monies for this purpose.

“Purchaser Policies” means the interests in life insurance policies that are identified on
the records of the Applicant or Mills as allocated to a Purchaser as of the Valuation Date,
but not including those Purchasers’ interests in policies held in the M-Series Trust or in
the UST Trust.

“Purchaser Pool” means a pool of funds created to provide Purchasers with a return of
their Original Investments, as described in Section 4.6 of this Plan.

“Reserve for Costs” has the meaning given to that term in Section 4.3 of this Plan.

“ROI Pool” means a pool of funds created to provide Purchasers with an amount over
and above their Original Investments, as described in Section 4.7 of this Plan.

“Sale Process” means a sale process that may be conducted by the Monitor in accordance
with and upon fulfillment of the conditions set out in Section 4.9 of this Plan.

“Sanction Order” means an Order on terms satisfactory to the Applicant and the
Monitor approving and sanctioning this Plan,

“Secured Claim” means any Claim or portion thereof that is secured by a security
interest, pledge, mortgage, lien, hypothec or charge on any property of the Applicant, but
only to the extent of the value of the security in respect of the Claim, and for greater
certainty, the Charges each constitute a Secured Claim.
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“Sharchelders” means the current shareholders of the Applicant, being The Brokerwise

Group Inc. and 1508211 Ontario Inc.

“Suceess Fee” means the success fee, if any, payable to the Applicant pursuant to Section
4.10 and Schedule B of this Plan. '

“Tax Refunds” means all tax refunds, including sales tax refunds, received by the
Applicant at any time and relating to the period prior to the Initial Order Date.

“TPI Proceeds” means the net proceeds from the sale of the TPI Portfolio, approved by
the Court by Order dated December 23, 2008.

“Unaffected Claims” has the meaning given to such term in section 2.6 of this Plan and
“Unaffected Claim” means any one of such Unaffected Claims.

“Undistributed Distributions” has the meaning given to such term in Section 5.5 of this
Plan.

“USII Trust’ means the trust created pursuant to a Trust Agreement dated June 30, 2008
between Universal Settlements International Inc. and Valenzano & Pillo LLP.

“Valuation Date” means January 23, 2005,

Construction

In this Plan, unless otherwise stated or the context otherwise requires:

(8) the division of the Plan into articles and sections and the use of headings are for

convenience of reference only and do not affect the construction or interpretation
of the Plan;

(b)  the words “hereunder”, “hereof” and similar expressions refer to this Plan and not
to any particular article, section or schedule and references to *Artcles”,
“Sections”, and “Schedules” are to articles and sections of and schedules to this
Plan;

(¢) words importing the singular include the plural and vice versa and words
importing any gender include all genders;

(@)  the word “including” means “including without limiting the generality of the
foregoing™;

(e) a reference to any statute is to that statute as now enacted or as the statute may
from time to time be amended, re-enacted or replaced and includes any regulation
made thereunder;

(§3)] a reference to any agreement, indenture or other document is to that document as
amended, supplemented, restated or replaced from time to time;
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(g)  references to dollar amounts are to Canadian dollars, unless otherwise indicated;

(f)  Undistributed Distributions shall be deemed to be paid as of the date of the
payment of the Distributions to which they relate, for the purposes of (A)
determining when contributions to the Purchaser Pool ceese, and contributions to
the ROI Pool begin, (B) determining when a transfer from the Purchaser Pool to
the ROI Pool should occur, pursuant to Section 4.10(a) of this Plan, (C)
determining if and when the initial Success Fee (of U.S. $1,000,000) should be

paid, (D) determining the date om which payment of the Administrative Fee
ceases; and

@) references to times are to local time in Toronto, Ontario, Canada.

1.3 Conversion

The Claims of Purchasers are in U.S. dollars, and may be dealt with entirely in U.S. dollars. All
payments hereunder to Purchasers shall be in U.S. dollars. The Claims of Ordinary Creditors
that are denominated in a currency other than lawful money of Canada are to be converted to the
equivalent thereof in lawful money of Canada at the noon rate of exchange as guoted by the
Bank of Canada on the Valuation Date,

1.4 Deeming Provisions

In the Plan, the deeming provisions are not rebuttable and are conclusive and irrevocable.

1.5  Daie for any Action

If any date on which any action required to be taken hereunder by a Person is not a Business
Day, such action must be taken on the next succeeding day whichis a Business Day.

1.6 Schedules
The following are the Schedules to this Plan:
Schedule A Administrative services to be provided

Schedule B Methodology for payment of Distributions from the ROI
Pool

ARTICLE 2
PURPOSE AND EFFECT OF THE PLAN

2.1 Purpose

The purpose of the Plan is to effect a compromise and arrangement of all Claims.
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2.2 Overview

This overview is provided to assist the reader in understanding the Plan. Reference is also made
to the Plan Circular, wherein further information with respect to the Plan is provided. In the
event of an inconsistency between the overview in this Section 2.2 and the other provisions of
the Plan, such other provisions shall govern. In the event of an inconsistency between the Plan
Circular and the provisions of this Plan, this Plan shall govern.

The structure of the Plan and the flow of monies thereunder may be summarized as follows:

(a)

{®)

(©)

(d)

(¢}

Commencing on Plan Implementation, all Cash on Hand, Litigation Recovery,
and remaining TPI Proceeds will be paid into the Monitored Trust Account. All
Insurance Proceeds will continue to be received from the respective insurance
companies by the Applicant, or Mills, each of whom shall receive such funds in
trust for the benefit of this Plan, and each of whom will immediately pay and
deposit the Insurance Proceeds into the Monitored Trust Account.

Pursuant to the declaration of trust referred to in Section 6.2(¢) of the Plan,
effective on the Plan Implementation Date the Applicant will declare that it holds
all Policies, Insurance Proceeds, Cash on Hand, Litigation Recovery, Tax
Refunds, remaining TPI Proceeds and any other amounts fo be deposited into the
Monitored Trust Account in trust for the beneficiaries of the Plan, and that the
Policies, Insurence Proceeds, Cash on Hand, Litigation Recovery, remaining TP1
Proceeds and any other amounts shall be dealt with only in the manner provided
for in the Plan. Pursuant fo the trust declaration, no alteration in the Plan will
affect the fact that the Policies are held in trust for the beneficiaries of the Plan.

The Monitor and the Applicant shall enter into the Monitored Account
Agreement.

The majority of funds in the Monitored Trust Account will be available to pay
Distributions to Purchasers and Ordinary Creditors in accordance with this Plan.
However, the funds in the Monitored Trust Account will also be used to pay
certain limited costs, being (i) Premiums on the Policies as and when due, (i1)
Borrowing Costs, (iii) Professional Costs, (iv) the Administrative Fee and Mills’
fees, (v) the Litigation Contribution, and (vi) Unaffected Claims, as provided for
at Section 4.2 of the Plan.

A Reserve for Costs will be maintained in the Monitored Trust Account, in
accordance with Section 4.3 of the Plan, Once the funds available in the
Monitored Trust Account exceed the Reserve for Costs amount by U.S. $5 million
or more, 96.15% of such excess will be transferred into the Purchaser Pool (or the
ROI Pool, as the case may be), which shall be used to pay Distributions to
Purchasers, and 3.85% of such excess will be transferred into the Ordinary
Creditor Pool, which shall be used to pay Distributions to Ordinary Creditors.
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Due to the costs of making a Distribution, it is anticipated that Distributions will
be paid annually, and in any event not more frequently than semi-annually, in
cach case subject to availability of funds for the payment of Distributions.

Distributions will be paid out of the Purchaser Pool until such time as Purchasers
have been paid one hundred percent (100%) of their Original Investments, in
aggregate, Distributions out of the Purchaser Pool will be calculated and paid
based on the Original Investments, without interest or any other return. The
Applicant anticipates that over approximately a six-year period the Purchaser Pool
will pay sufficient Distributions to pay to Purchasers one hundred percent (100%)
of their Original Investments.

After Purchasers have been paid one hundred percent (100%) of their Original
Investments, the ROI Pool shall be funded from the Monitored Trust Account, if
additional monies are available. In addition, the Applicant is entitled to a Success
Fee if one hundred and ten percent (110%) of Purchasers’ Original Investments
are paid, as described in Section 4.10 of this Plan.

Distributions out of the ROI Poo! will enable Purchasers to obtain a retumn on
their investments, over and above their Original Investments; such Distributions
will be paid based on the methodology found in Schedule B to this Plan.

Distributions to Ordinary Creditors will be paid out of the Ordinary Creditor Pool,
based on the Proven Claims of those Ordinary Creditors.

A Sale Process relating to the Policies may in appropriate circumstances be
conducted, as set out in Section 4.9 of this Plan.

2.3 Benefits of the Plan

It is the Applicant’s view that the Plan offers several benefits to the Creditors, and will resultin a
maximization of the Distributions available to Creditors. The Applicant has identified the
following benefits of a successful Plan implementation:

(@)

®

This Plan will prevent a liquidation sale of the Applicant’s portfolio of Policies.
The Applicant believes that such 2 liquidation sale would generate net proceeds
well below what this Plan will return to Creditors, and well below the Original
Investments of Purchasers.

The Applicant and Mills are very familiar with the portfolio of Policies and have
been managing and administering this portfolio since inception. As such, there
are existing processes and procedures in place, including databases, document
management capabilities, insured monitoring protocols and other technological
systems, all of which provide for the efficient maintenance of the portfolio. In
addition, the Applicant and Mills have gualified administration staff who have
relationships with insurance carriers, agents and the insured persons, and who
routinely process premiums, track insured lives, and process death claims.
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()  This Plan will also permit the Applicant to utilize the Litigation Contribution to
continue with two actions (the “Actions”) currently outstanding, being Universal
Settlements International Inc. v. James Torchia, Marc Celello and National
Viaticals Inc. (United States District Court, Western District of Michigan, Court
file no. 1:07-cv-1243) and in Universal Settlements International Inc. v. Anfonio
Duscio et al. (Ontario Superior Court of Justice, Court file no. 06-CV-323645
PD3), from which the Applicant expects to receive a net recovery. The potential
benefit of the Actions may be lost if the Applicant does not continue to operate.
As described in Section 4.5 of this Plan, all Litigation Recovery will be paid into
the Monitored Trust Account,

(d) A typical Life Settlement transaction between the Applicant and a Purchaser
commenced with the execution of a purchase agreement. The terms of the
Applicant’s purchase agreements evolved slightly over time as programs changed.
The terms of many purchase agreements are ambiguous in some respects, and
there is some doubt as to whether some Purchasers have (i) a claim only as a
creditor of the Applicant, and no direct claim to the Policies purchased by the
Applicant on their behalf, or (ii) a direct claim in the Policies purchased by the
Applicant on their behalf. Except with respect to the life insurance policies held
in the M-Series Trust ot the USII Trust, since such policies are held in trust for
the Purchasers of such policies, for the purposes of the Plan, all Purchasers will be
treated as Creditors. The Applicant is strongly of the view that the approval and
implementation of the Plan will return to Purchasers, in aggregate, more than the
Purchasers would realize if they were to assert a direct ownership or beneficial
interest in the Policies previously allocated to the Purchasers.

2.4  Cash on Hand to be paid into Monitored Trust Account

As of the close of business on Jume 25, 2009, the estimated Plan Implementation Date, the
Applicant anticipates that the aggregate of approximately U.S. $8.7 million will be available for
contribution into the Monitored Trust Account, such aggregate amount consisting of (i) cash in
possession of the Applicant as of Plan Implementation Date, (if) Premium Reserves, and (iii)
Death Benefit Maturity Funds (collectively, “Cash on Hand”).

2.5 Eserow Fund

The Shareholders have agreed that any and all portions of the Escrow Fund that are released to
the Shareholders, or the Applicant, shall be paid into the Monitored Trust Account. Upon any
release of all or any part of the Escrow Fund, it shall be deposited directly to the Monitored Trust
Account, pursuant to a direction to be executed by the Applicant and the Shareholders. If all or
any part of such amount is needed for the payment of the Applicant’s legal fees and
disbursements in the Actions, the Applicant shall be entitled to the release of all or part of such
amount, upon presentation to the Monitor of a copy of an invoice or other similar documentary
record of the amount to be paid, to the Applicant for such purpose. If not needed for payment of
the Applicant’s legal fees and disbursements in the Actions, 50% of the remaining balance of the
Escrow Fund shall be paid directly to the Shareholders and the remaining 50% shall remain in

the Monitored Trust Account to be distributed as otherwise provided for in this Plan, The
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Monitor shall not be obliged to consider the reasonableness of the request for payment of any

amount for the payment of legal fees equal to the amount of the Escrow Fund deposited to the
Monitored Trust Account.

2.6 Unaffected Claims

This Plan does not affect the following claims, liabilities or other obligations of the Applicant,
except as may expressly provided under the terms of any Order:

()  Post Filing Goods and Services — the claims arising in respect of goods or
services supplied after the Initial Order Date and prior to Plan Implementation;

(b)  Professional Advisors - the claims of the Monitor and of the legal advisors to the
Applicant and the Monitor for fees and disbursements (the “Professional Costs”)
incurred or to be incurred in connection with and incidental to (i) the CCAA
Proceedings, (ii) the preparation, approval and administration of this Plan, and
(iii) the recovery of Insurance Proceeds and the protection of the Policies, in each
case other than fees and disbursements incurred with respect to the Actions.

-(c) Directors and Officers — the Claims of individuals who are current officers or
Directors of the Apphcant for indemnity pursuant to indemnities provided by the
Applicant.

(d)  Secured Creditors —the Secured Claim of any Person.

(¢}  Insured Claims ~the Claims arising in the ordinary course of business against the
Applicant which are covered by insurance held by the Applicant (“Insured
Claims”), including the Claims or portions of Claims which are below the
deductible amounts in such insurance policies, provided, however, that the
Applicant shall not be obliged to pay any obligations in respect of deductibles
arisirig on or before the Initial Order Date. For greater certainty, Insured Claims
shall have recourse solely against the applicable insurers, and neither the Person
having an Insured Claim, nor the insurer itself (whether by subrogation or
otherwise) shall have any recourse with respect to the Insured Claim as against
the Applicant, or any Proven Claim for the purpose of the Plan.

® Claims of the Crown — Claims of the Crown referred to in paragraph 18.2(1) of
the CCAA.

2.7  Affected Persons

On Plan Implementation, the Plan will become effective and be binding on the Applicant and the
Creditors and all other Persons affected by the provisions of this Plan,

Other than the Corporate Policies, this Plan does not affect any policies held in the M-Series
Trust or the USII Trust, since such policies are held in trust for the Purchasers of such policies.
For greater certainty, however, this Plan does affect, compromise and release any Claim that any

Purchaser of such policies may have against the Applicant or other Persons.
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2.8 Persons not affecied by this Plan

Except to the extent that they may be generally affected by the declarations of trust herein, (i)
Persons holding Unaffected Claims shall not be affected by the compromise and arangements
set out in this Plan, and (ii) Persons with claims in the Actions shall not be affected by the
compromise and arrangements set out in this Plan.

ARTICLE 3
CLASSIFICATION OF CREDITORS

3.1  Classification of Creditors

The classification of Creditors for the purpose of considering and voting on this Plan and
receiving Distributions hereunder are:

(a) Purchasers; and
(b}  Ordinary Creditors.

ARTICLE 4
TREATMENT OF CREDITORS

4.1 Compromise of Claims of Creditors

For the purposes of this Plan, the Creditors shall receive the treatment as provided in Article 4 of
the Plan and on the Plan Implementation. Date, Claims will be settled in accordance with the
terms hereof.

Creditor Approval of this Plan shall be deemed to occur if each Class of Creditors (being
Purchasers and Ordinary Creditors) approves this Plan in accordance with the CCAA at duly
constituted Meetings of such Creditors, in which case this Plan and its terms shall bind all
Creditors.

4.2  The Monitored Trust Account

The Monitored Trust Account shall be a segregated bank account or bank accounts in a Canadian
chartered bank, established by the Applicant and, subject to the terms of this Plan, shall be held
in trust for the Purchasers and the Ordinary Creditors, pursuant to a Declaration of Trust to be
executed by the Applicant. As trustee for the Monitored Trust Account, the Applicant will enter
into an agreement (the “Monitored Account Agreement”) with the Monitor which will provide
for the mechanics of operation of the Monitored Trust Account and the terms of oversight of the
Monitored Trust Account to be provided by the Monitor.
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The Monitored Trust Account may be held in Canadian or U.S. dollars, or in such other
currencies as the Monitor may deem appropriate,

All Policies, Insurance Proceeds, Litigation Recovery, Cash on Hand, Tax Refunds, and
remaining TPI Proceeds in possession of or received by the Applicant or Mills on or after Plan
Implementation shall be held in trust by the Applicant, or Mills, as the case may be, pursuant to
Declarations of Trust to be executed by the Applicant and Mills in favour of the Purchasers and
the Ordinary Creditors. All Insurance Proceeds, Litigation Recovery, Cash on Hand, and
remaining TPI Proceeds shall be paid forthwith after Plan Implementation by the Applicant, or
Mills, as the case may be, for deposit into the Monitored Trust Account.

The funds may be disbursed out of the Monitored Trust Account in accordance with the
Monitored Account Agreement and this Plan, to pay the following (collectively, the “Costs™):

1. Premiums;

2. Professional Costs;

3. Administrative Fees and Mills® fees;
4. Borrowing Costs ;

5. the Litigation Contribution; and

6. Unaffected Claims;

In addition, any bank charges related to the Monitored Trust Account may be deducted by the
bank from the account.

Payment of such amounts are subject to:
o confinming that the Costs are due and are a permitted disbursement pursuant to the Plan;
o there being sufficient funds in the Monitored Trust Account to make such payxncnts;
o the Monitor’s review of the Costs for reasonableness;
o the Court’s approval of fees and disbursements, where applicable; and

o the Monitor’s ability to apply for direction from the Court, if necessary, prior to paying
any Cost.

Payments out of the Monitored Trust Account on account of any Canadian taxes or withholdings
as required by law shall also be permitted. -

There shall be no obligation to pay Costs pro rata, in the event that sufficient funds are not
available from time to time to pay all Cost, and the timing of the payment of all Costs sfhaII be at
the discretion of the Monitor, or as the Court may direct. The Monitor shall not incur any
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liability for the payment or non-payment of any Costs, or the timing or manner of such
payments.

Subject to the Reserve for Costs described at Section 4.3 below, and the payment of Costs, funds
may be made available to the Purchaser Pool, the ROI Pool and the Ordinary Creditor Pool in
accordance with this Plap, to allow for the payment of Distributions from those Pools to
Creditors. No payments shall be made directly to Creditors out of the Monitored Trust Account
and Creditors shall not be entitled fo assert any direct claim to the funds in the Monitored Trust
Account, without Qrder of the Court.

4.3 Reserve for Costs

A reserve (the “Reserve for Costs”) shall be established in the Monitored Trust Account in
order to fund the Costs. As of Plan Implementation Date, the opening balance of the Reserve for
Costs shall be the amount of the Cash on Hand. Thereafier, the Reserve For Costs shall be
maintained in an amount sufficient, in the Monitor’s sole discretion, to pay the anticipated Costs
for the following two years. In determining the Reserve for Costs, the Monitor shall be entitled
to rely on the information provided by the Applicant, Mills and the insurance companies, relating
to projected Premium liabilities, Borrowing Costs, Professional Costs, Litigation Costs, the
amount of any Unaffected Claims, and any other amounts or issues affecting the amount of
Reserve for Costs,

Upon the maturity of all Policies and receipt of all Insurance Proceeds, or upon the completion of
the Sale Process and the closing of all transactions for the sale of all remaining Policies, the
remaining balance of the Reserve For Costs shall be available to pay any remaining Costs and to
make transfers to the Pools for the payment of Distributions to Creditors.

4.4 Power to Borrow

The Applicant, with the Monitor’s prior written consent, shall be entitled to borrow money
against the Policies, and to grant security interests in the Policies to secure such loans, where
such borrowings are necessary in the Monitor’s opinion to provide funds for the payment of
Premiums, the Professional Costs, the Administrative Fee and/or Mills’ fees. Any such funds
borrowed shall be deposited directly into_the Monitored Trust Account to be used to pay the
Premiums, Professional Costs, the Administration Fee, and Mills’ fees. Other than borrowings
for these purposes, the Applicant shall pot borrow money against the Policies nor grant security
interests in the Policies to secure any indebtedness or other obligations.

4.5 Litigation Coniribution and Litigation Recovery

The Applicant shall have the power to continue the Actions, and the Litigation Contribution
(including any portion of the Escrow Fund deposited into the Monitored Trust Account in
accordance with Section 2.5 of this Plan) shall be made available to the Applicant and its counsel
for the payment of the Applicant’s legal fees and disbursements with respect to the Actions. As
noted in the definition of “Litigation Contribution”, U.S. $500,000 of the Litigation Contribution
shall be made available from the Monitored Trust Account. In this Section 4.5, this is referred fo
as the “Litigation Contribution sourced from cash”. In addition, any portion of the Escrow Fund
paid into the Monitored Trust Account shall alse be available as part of the Litigation
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Contribution. In this Section 4.5, this is referred to as the “Litigation Contribution sourced from
the Escrow Fund”.

No amount in excess of the Litigation Contribution shail be paid out of the Monitored Trust

Account toward payment of the Applicant’s legal fees and disbursements with respect fo the
Actions.

To the extent that the Litigation Contribution sourced from the Escrow Fund is not needed to pay
the Applicant’s legal fees and disbursements with respect to the Actions, the Escrow Fund shall
be distributed from the Monitored Trust Account in accordance with Section 2.5 of this Plan.

The amount of the Litigation Contribution actually used to pay the Applicant’s legal fees and
disbursements related to the Actions shall be considered a deduction from the monies otherwise
transferable from the Monitored Trust Account to the Ordinary Creditor Poel. The Litigation
Contribution may be paid out of the Monitored Trust Account at any time, and from time to time,
provided that sufficient funds are available in the Monitored Trust Account, and regardless of
whether the funds at that time available for transfer to the Ordinary Creditor Pool are greater than
or less than the amount of the Litigation Contribution sought by the Applicant at that time.
However, no transfer from the Monitored Trust Account to the Ordinary Creditor Pool shall take
place until the funds available for transfer to the Ordinary Creditor Pool in accordance with
Section 4.8 of this Plan exceed the Litigation Contribution previously paid out of the Monitored
Trust Account and then outstanding,

All Litigation Recovery will be deposited into the Monitored Trust Account, and shall be applied
as follows (in each case without interest or deduction):

(a) first, to reimburse the Monitored Trust Account for the full amount of any
Litigation Contribution sourced from cash and previously paid out to fund the
Applicant's legal fees and disbursements with respect to the Actions;

{®) next, {0 pay to Borden Ladner Gervais LLP the amount of its Claim secured by a
solicitor’s Hen, to the maximum amount of $840,000, in accordance with a
settlement agreement approved by the Court on June 12, 2009;

(c) next, on a pari passu basis, to (i) reimburse the Monitored Trust Account for fifty
percent (50%) of any Litigation Contribution sourced from the Escrow Fund and
previously paid out to fund the Applicant’s legal fees and disbursements with
respect to the Actions, and (ii) pay to the Shareholders an equal amount;

{d) if payment of any portion of the Litigation Contribution previously resulted in a
lower amount being transferred from the Monitored Trust Account to the
Ordinary Creditor Pool, then the reimbursements in paragraphs (a) and (¢)(i) of
this Section 4.5, together with such additional fonds as are available in the
Monitored Trust Account from the Litigation Recovery, shall be paid into the
Ordinary Creditor Pool to restore it to the position that it would have been in, had
the Litigation Contribution not been paid out;
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(e)  mext, an additional amount of the Litigation Recovery, equal to the total amount
of the Litigation Contribution paid out to fund the Applicant’s legal fees and
disbursements, shall be transferred from the Mopitored Trust Account into the
Ordinary Creditor Pool, without regard to the formulae set out in Sections 4.6 and
4.8 of this Plan; and

) any remaining Litigation Recovery shall remain in the Monitored Trust Account
for disbursement in accordance with this Plan.

The Applicant has agreed to establish a committee of three Creditors to consult with the

Applicant with respect to the conduct of the Actions and the fees and disbursements incurred in
prosecuting the Actions.

4.6 Purchaser Pool

The Applicant shall establish a segregated bank account into which funds from the Monitored
Trust Account, for payment of Distributions o Purchasers, will be deposited and held in trust by
the Applicant, pursuant to a Declaration of Trust to be executed by the Applicant. The payment
of all amounts to be paid out of the Purchaser Pool will be subject to the provisions of the
Monitored Account Agreement.

Upon declaring a Distribution, the Purchaser Pool shall be funded out of the proceeds held in the
Monitored Trust Account based upon the following formula (all amounts in the following
formula are in 1J.S. dollars): ‘

(Purchaser Policies’ face values and Premium Reserves at Plan Implementation Date) /
(Purchaser Policies’ and Corporate Policies’ face values' and Premium Reserves at Plan
Implementation Date) = Purchaser Pool allocation

= ($185,040,918 -+ $2,709,072) / ($185,040,918 + $7,473,456 + $2,744,944)
=96.15%

The Purchaser Pool shall be funded based upon the above formula until such time as (i) the
Purchaser Pool is in an amount sufficient to pay Distributions to Purchasers equal to one hundred
percent (100%) of their Original Investments, or (i} there are no funds available in the
Monitored Trust Account for such purpose.

4.7 ROI Pool

The Applicant shall establish a segregated bank account for purposes of establishing the ROI
Pool, which shall be held in trust by the Applicant pursuant to a Declaration of Trust to be
executed by the Applicant for purposes of paying Distributions to Purchasers. The payment of

! Excluding the Applicant’s interest in policies in the USH Trust, which the Applicant believes have neghigible
value.
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all amounts to be paid out of the ROI Pool will be subject to the provisions of the Monitored
Account Apreement.

Upon the payment into the Purchaser Pool of sufficient funds to pay to Purchasers amounts equal
to one hundred percent (100%) of their Original Investments, funds shall be transferred to the
ROI Pool from the Monitored Trust Account based upon the same formula used by the Monitor
for transfers to the Puzchaser Pool, as described in Section 4.6 above (that is, 96.15%).

4.8 Ordinary Creditor Pool

The Applicant shall establish a segregated bank account into which funds from the Monitored
Trust Account, for payment of Distributions to Ordinary Creditors, will be deposited and held in
trust by the Applicant, pursuant to a Declaration of Trust to be executed by the Applicant. The
payment of all amounts to be paid out of the Ordinary Creditor Pool will be subject to the
provisions of the Monitored Account Agreement.

Upon declaring a Distribution, the Monitor shall fund the Ordinary Creditor Pool out of the
proceeds held in the Monitored Trust Account based upon the following formula (all amounts in
the following formula are in U.S. dollars):

(Corporate Policies’ face values® + Premium Reserves at Plan Implementation Date) /
(Purchaser Policies’ and Corporate-Policies’ face values® + all Premium Reserves at Plan
Implementation Date) = Ordinary Creditor Pool allocation

= (87,473,456 + $35,872) / ($185,040,918 + $7,473,456 + $2,744,944)
=3.85%

The Ordinary Creditor Pool shall be funded based npon the above formula until such time as (i)
the Ordinary Creditor Pool is in an amount sufficient to pay Distributions to Ordinary Creditors
equal to one hundred percent (100%) of their Proven Claims, or (if) there are no funds available
in the Monitored Trust Account for such purpose.

4.9 Sale Process

The Applicant may request that the Monitor commence a Sale Process with respect to some or all
Policies that have not matured under the following circumstances:

(a) After sufficient funds are available in the Purchaser Pool to pay to Purchasers
Distributions equal to one hundred percent (100%) of their Original
Investments; or

1 Sec footmote 1, above.

¥ See footnote 1, shove.
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(b) Prior to there being sufficient funds in the Purchaser Pool to pay to Purchasers
Distributions equal to one hundred percent (100%) of their Original
Investments if the proceeds from the Sale Process would be sufficient to pay
to Purchasers Distributions equal to one hundred percent (100%) of their
Original Investments.

Such a Sale Process shall be commenced only if market conditions are such that the financial
recovery from the sale of the Policies is determined by the Applicant, in consultation with the
Monitor, to be more advantageous to Purchasers and Ordinary Creditors than the continued
payment of the Costs and the continued collection of death benefits in respect of the Policies
under the terms of this Plan. Such Sale Process shall not be held without further Order,

The net proceeds from the sale of any Policies shall be deposited into the Monitored Trust
Account and distributed in accordance with this Plan.

4.10 Disbursements from Pools

Funds shall be transferred to the Purchaser Pool (or the ROI Pool, as the case may be) and fo the
Ordinary Creditor Pool from the Monitored Trust Account as frequently as the Monitor deems
prudent, or as directed by the Court, taking into account the amount contained in the Monitored
Trust Account from time to time, the required amount of Reserve for Costs, timing, any disputed
issues outstanding, and any other issues that may then exist, subject to the Reserve for Costs
remaining in the Monitored Trust Account at all times and subject to all applicable tax payment
or withholding obligations, and provided that a decision by the Monitor or the Court as to the
frequency of Distributions is final and binding for all purposes. Distributions shall be paid from
the Pools, in accordance with this Plan. The payment of the first Distribution, subject to the
above conditions, will be made as soon as practicable after June 1, 2010

Distributions will be paid from the Pools as follows:

(8  Purchaser Pool: Distributions from the Purchaser Pool shall be paid to
Purchasers pro rata calculated on the basis of the amount of Purchasers’ Original
Investment, and without regard to (i) the date of that Original Investment, or (ii)
any Claim based on interest or other return on the Original Investments of
Purchasers. If at any time there are more monies in the Purchaser Pool than are
necessary to pay to Purchasers one hundred percent (100%) of the Original
Investments made by Purchasers, then the excess monies shall be transferred from
the Purchaser Pool to the ROI Pool. Other than Distributions to Purchasers and
the transfer of excess monies from the Purchaser Pool to the ROI Pool, no
payments shall be made out of the Purchaser Pool.

(b)  ROI Pool: Distributions from the ROI Peol shall be paid to Purchasers based on
the methodology set out in Schedule B to this Plan, which includes the payment
of the Success Fee to the Applicant. Payment of the Success Fee is aligned with
the interests of the Purchasers since it shall only be paid to the Applicant afier
Distributions totalling 110% of Purchasers’ Original Investments have been
distributed to Purchasers, The Success Fes is caloulated as follows;
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U.S. §1 million Success Fee paid when 110% of Original Investments is paid
to Purchasers; and

After payment of U.S. $1 million Success Fee, proceeds shared 75% / 25%
(Purchasers / Applicant) for that portion of the ROI Pool in excess of 110% of
Qriginal Investments paid to Purchasers.

(¢}  Ordinary Creditor Pool, Distributions from the Ordinary Creditor Pool shall first
be used to pay to Ordinary Creditors on a pro rata basis 100% of the lesser of
$250,000 or the total of each Proven Claim, and thereafter pro rata based on the
remaining unpaid balance of each Proven Claim, at the same times as from the
Purchaser Pool {or the ROI Pool, as the case may be). If the funds available in the
Ordinary Creditor Pool exceed the aggregate amount of all Claims of Ordinary
Creditors as of the Valuation Date, the Applicant shall transfer any remaining
funds in the Ordinary Creditor Pool to the ROI Pool.

Notwithstanding the foregoing restrictions on disbursements from the Pools, disbursements may
also be made on account of any clearance certificates or other legal or regulatory pre-conditions
to payment of Distributions.

In making Distributions, the Applicant and the Monitor shall take into account the most cost~
effective means of doing this, from both the Applicant’s / Monitor’s perspective, and also from
the recipient’s perspective.

4,11 Right to Vote and Receive Distributions

Only Creditors with a Proven Claim shall be entitled to vote or receive any Distribution under
the Plan or in respect of a Claim, unless Otherwise ordered by the Court. Notwithstanding the
foregoing, if any Claims have not been finally determined pursuant to the Claims Procedure
Order by the date of the Meeting, then a vote with respect to these unresolved Claims shall be
recorded by the Monitor in accordance with Section 28 of the Claims Procedure Order.
Purchasers shall not be entitled to recovery of any Claims out of any funds other than the
Purchaser Pool and ROI Pool, and Ordinary Creditors shall not be entitled to recovery of any
Claims out of any funds other than the Ordinary Creditor Pool.

4.12 Crown Priority Claims

Within six months after the date of the Sanction Order, the Applicant will pay in full all Claims
pursuant to Section 18.2(1) of the CCAA.

4.13 Effect of Plan Generally

Save and except as otherwise provided herein, on the Plan Implementation Date the treatment of
Claims under this Plan shall be final and binding on the Applicant and all Creditors (and their
respective heirs, executors, administrators, legal or personal representatives, successors and
assigns), and the Plan shall constitute (i) full, final and absolute settlement of all rights of the
holders of all Claims; and (ji) an absolute release and discharge of all indebtedness, liabilities

and obligations of the Applicant, any Director, and any Agent in respect of any Claim.
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From and afier the Plan Implementation Date, no Creditor shall have any right to assert any
claim against the Applicant, the Directors, the Monitor, or any Agent based, without limitation,
on an assertion of a beneficial interest, ownership interest, frust interest, or any other proprietary
interest against the Applicant or in any of its assets (including the Policies, the Premium
Reserves and any Death Benefit Maturity Funds).

Further, on the Plan Implementation Date, all Creditors release and shall be deemed to release
the Applicant, the Directors, the Monitor, and all Agents, of and from all obligations, liabilities,
claims and causes of action, as set out more fully in Section 7.4 of this Plan.

4,14 Events of Defanlt

If in the Monitor’s opinion, acting reasonably, the Applicant has defaulted in the performance of
this Plan, the Monitor shall promptly provide written notice to the Applicant of such default. If
within thirty (30) days of written notice of default the Applicant has not remedied the default
identified by the Monitor, and if the Monitor has not withdrawn its written notice of default, then
the Monitor shall apply to the Court for such directions or Orders as it deems appropriate in the
circumstances. As provided in Section 7.8 of this Plan, the Applicant and the Monitor may also,
at any time, seek directions from the Court. If the urgency of the default is such that the
Monitor, acting reasonably, cannot give the notice required herein, then the Monitor may apply
to the Court for directions, on such notice as the Court may direct.

ARTICLE 5
MONITOR’S ROLE AND OTHER MATTERS

5.1 Monitor’s Reole

In addition to any role that it may have under any Order, the Monitor shall supervise this Plan
and monitor the Applicant’s compliance with this Plan. The Monitor shall have access to the
Applicant’s books and records for the purposes of such supervision and monitoring, but shall not
assume management or control of the Applicant or its business. The Applicant shall at the
Monitor's request compile and make commercially reasonable efforts to obtain information
relating to verifications of coverage of Policies, annual reports from insurance companies,
tracking reports of maturities, Premium illustrations, correspondence with insurance companies,
Unaffected Claims, due diligence of Policy portfolio for purposes of the Sale Process, and
previously transferred Policies, and shall provide all such information to the Monitor at the
Monitor’s request. The Monitor may report to the Court and/or Creditors and seek directions
from the Court from time to time as to the status of the Plan, the Monitored Trust Account, the
Reserve for Costs, Borrowings, or any other matter.
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52 Protections relating to the Monitor

Emst & Young Inc. is acting as Monitor in the CCAA Proceedings with respect to the Applicant
and not in its personal or corporate capacity and will not be responsible or liable for any
obligations of the Applicant. The Monitor shall be entitled to rely on information provided by
the Applicant, subject only to the Monitor's review of such information for reasonableness.
Emst & Young Inc. in its capacity as Monitor will have the powers and protections granted to it
by this Plan, the CCAA, the Initial Order, the Meeting Order, the Sanction Order and any other
Qrder. When in the Monitor’s view (i) all or substantially all of the obligations under the Plan
have been performed, or (ii) a material adverse change with respect to the Plan has occurred, it
may apply to the Court for directions with respect to the performance of any remaining
obligations under the Plan or any other matter, and may seek its discharge as Monitor.

5.3 Role of Mills

As the United States of America service agent for the Policies on behalf of the Applicant, Mills
will continue to service 138 of the 155 open Policies for the Applicant. Mills will execute a
declaration of trust pursuant to the terms of the Plan. Pursuant to direction from the Applicant,
Mills will perform limited policy administration services, including the payment of Premiums
and Premium Reserves and the collection of death benefits. Further, Mills will correspond with
insurance companies as required and directed by the Applicant, and assist the Applicant in
managing any issues which arise with respect to Policies. For its services, Mills will charge a
transaction based fee. Mills fee will not be paid from the Administrative Fee set out in Schedule
A to this Plan. '

54 Risks related to the Plan

The implementation and funding of the Plan is subject to a number of risks, which include
without mitation:

(@) it may take significantly longer than anticipated for Policies to mature, resulting
in additional costs incurred by the Monitored Trust Account to pay the Premiums
and Costs necessary o maintain the Policies;

(b)  if funds are not available (in the Reserve for Costs, or by way of Borrowings) to
pay Premiums at any time, Policies may lapse;

(c)  if there is a dispute with the insurance company issuing any of the Policies,
payment of Insurance Proceeds with respect to such Policies may be delayed or
may not be received;

(d)  if the insured Person under any Policy cannot be located by the Applicant, or ifa
death certificate for that Person cannot be obtained on maturity of the Policy, the
death benefit payable under the Policy may be delayed or may not be received;

(¢)  certain Policies do not record the Applicant as the owner of such Policies, and
such Policies could in some circumstances be revoked by the Person recorded as
the owner of such Policies;-
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(f)  certain Policies are term life insurance policies, and may not be convertible to
whole life policies, or may be subject to renewal at higher premiums;

(g) the insolvency of any life insurance company would jeopardize the Policies
insured by that insurer;

(h)  the Applicant’s ability to retain its operations and perform the services outlined in
Schedule A may in the future be adversely affected by changes in its business
environment, by staff departures, or by other factors affecting its business,
including without limitation any claims against it in the Actions.

5.5 Unpaid or Unclaimed Distributions

1t is the Creditor’s responsibility to ensure that the Creditor’s current address is provided to the

Applicant and the Monitor, and to advise the Applicant and the Monitor in writing if that address
changes.

If the Monitor does not have the comect address for any Creditor entitled to a Distribution
pursuant to this Plan, then such Distribution to that Creditor shall not be paid, and the amount of
such Distribution shall remain in the applicable Pool. If such Creditor later provides a current
address, the Distribution shall then be paid to the Creditor, without interest. Nothing contained
in this Plan shall require the Applicant or the Monitor to locate such Creditor.

If prior to the time of the final payment of Distributions to Creditors from any Pool (i) any prior
Distribution has not been paid to a Creditor, (if) any cheque with respect to a prior Distribution
has not been cashed, or (iii) the Monitor does not have any Creditor’s then-current address for
payment of any Distribution, then the Monitor shall deal with such Distribations
(“Undistributed Distributions”) in the manner then required by the CCAA, or as the Court may
direct.

5.6  Effect of Sanction Order

The Applicant will seek a Sanction Order that will, in addition to sanctioning the Plan, and
without limitation to any other terms that it may contain:

(a)  declare that the compromises effected hereby are approved, binding and effective
as herein set out upon all Creditors;

()  approve all steps and transactions contemplated by the Plan, including, without
timitation, those taken in connection with the completion of the restructuring;

(c)  stay any and all steps or proceedings commenced, taken or proceeded with or that
may be commenced, taken or proceeded with against any or all Directors or
Agents in respect of any Claim compromised or released hereby; and

(@  bein form and substance satisfactory to the Applicant and to the Monitor, acting
reasonably. .
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ARTICLE 6
CONDITIONS PRECEDENT

6.1 Application for Sanction Order -

The Applicant will apply to the Court for the Sanction Order within 10 days following the date
upon which Creditor Approval is obtained. On the Plan Implementation Date, subject to the
satisfaction or waiver of the conditions contained in section 6.2, the Plan shall be implemented
by the Applicant and shall be binding upon all Creditors and all other Persons affected by the
provisions of this Plan.

6.2  Conditions Precedent to the Implementation of the Plan

The implementation of this Plan will be conditional on the satisfaction of the following
conditions:

(a) Creditor Approval - The Plan has been approved pursuant to the CCAA by each
Class of Creditors;

(b)  Approval - The Applicant shall have taken all corporate actions and proceedings
which, in their reasonable opinion, are necessary to approve this Plan, and to
enable them to execute, deliver and perform their obligations under this Plan;

(c)  Sanction Order - The Sanction Order has been issued by the Court on or before
June 22, 2009, or such later date as the Applicant and the Monitor deems
reasonable, and any other order deemed necessary or desirable by the Applicant
or the Monitor has been obtained;

(d)  Payment of Unaffected Claims - all of the Unaffected Claims accrued to the Plan
Implementation Date shall have been paid, or provision for payment of the
Unaffected Claims shall have been made (in the opinion of both the Applicant
and the Monitor, each acting reasonably);

(€  Declaration of Trust — the Applicant shall have delivered to the Monitor a
declaration of trust, wherein the Applicant declares that effective on the Plan
Implementation Date the Applicant holds all Policies and all funds deposited into
the Monitored Trust Account in trust for the beneficiaries of this Plan, and that
the Policies and Insurance Proceeds and all other funds held in the Monitored
Trust Account shall be dealt with only in the manner provided for in this Plan;

(f)  Deliveries of Instruments — The Applicant shall have executed and delivered all
such other agreements, indentures, documents and other instruments which, in its
opinion, and the Monitor’s opinion, acting reasonably, are necessary to be
executed and delivered by the Applicant in order to implement the Plan and
perform its obligations hereunder;
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(&)  Directions and declarations of trust, generally — all directions and declarations of
trust to be delivered pursuant to this Plan shall have been delivered in a form
satisfactory to the Applicant and the Monitor, each acting reasonably; and

(h)  Deliveries of Documents - all relevant Persons have executed, delivered and filed
all documents and other instruments that, in the opinion of the Applicant and the
Monitor, acting reasonably, are necessary to implement the provisions of the Plan
or the Sanction Order.

ARTICLE 7
GENERAL

7.1 Binding Effect

At the Effective Time on the Plan Implementation Date, the Plan will become effective and be
binding on and enure to the benefit of the Applicant, the Creditors and all other Persons named
or referred to in, or subject to, this Plan and their respective heirs, executors, administrators and
other legal representatives, successors and assigns.

7.2 Amendments

()  The Applicant reserves the right, at any time and from time to time, to amend
modify and/or supplement this Plan, provided that any such amendment,
modification or supplement must be contained in a written document which is
filed with the Court and (i) if made prior to any meeting of Creditors called for
the purpose of considering and voting in respect of the Plan pursuant to the
CCAA, communicated to the Creditors in the manner deemed appropriate by the
Monitor; and (i) if made following such meeting, approved by the Court
following notice to the Creditors affected thereby.

()  Any amendment, modification or supplement may be made by the Applicant
following the Sanction Order, with the consent of the Monitor, provided that it
concerns a matter which, in the opinion of the Applicant, acting reasonably, is of
an administrative nature required to better give effect to the implementation of the
Plan and to the Sanction Order and is not adverse to the financial or economic
interests of the Creditors.

(c)  Any supplementary plan or plans of compromise or arrangement filed with the
Court and, if required by this Section, approved by the Court, shall, for all
purposes, be and be deemed to be a part of and incorporate into this Plan.

7.3. Termination
At any time prior to the Plan Implementation Date, the Applicant may determine not to proceed

with this Plan, notwithstanding any prior approvals given at any Meeting or the obtaining of the
Sanction Order.
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74  Releases

Other than in respect of Unaffected Claims and obligations under the Plan, as at the Effective
Time, each Creditor will be deemed to forever release, waive and discharge all Claims,
obligations, suits, judgments, damages, demands, debts, rights, causes of action and habilities
(including any claim of & beneficial interest, ownership interest, trust interest, or any other
proprietary interest against the Applicant or in any of its assets, including the Policies and the
Premium Reserves), in each case whether liquidated or unliquidated, fixed or contingent,
matured or unmatured, known or unknown, foreseen or unforeseen, then existing or thereafter
arising, in law, equity or otherwise that are based in whole or in part on any act, omission,
transaction, event or other occurrence taking place on or prior to the Valuation Date in any way
relating to the Applicant, the CCAA Proceedings or this Plan against: (i) the Applicant; (if) the
Directors and those Persons who were employees of the Applicant as of the Valuation Date or
thereafter; (jii) Persons who may claim contribution or indemnification against or from the
Applicant; (iv) Agents, (v) the Monitor, and (vi) the legal counsel and other professional advisors
to the Applicant or the Monitor, provided that nothing herein will release or discharge (A)
directors or officers of the Applicant in respect of any claim referred to in paragraph 5.1(2) of the
CCAA, or (B) any claims made in the Actions against the Applicant.

7.5 Consents, Waivers and Agreements

At the Effective Time, each Creditor shall be deemed to have consented and agreed to all of the
provisions of this Plan, as an entirety. Without limitation to the foregoing, each Creditor will be
deemed:

(@) to have exccuted and delivered to the Applicant all comsents, assignments,
releases and waivers, statutory or otherwise, required to implement and carry out
this Plan as an entirety;

(b)  to have waived any default by or rescinded any demand for payment against the
Applicant that has occurred on or prior to the Plan Implementation Date pursuant
to, based on or as a result of any provision, express or implied, in any agreement
or other arrangement, written or oral, existing between such Creditor and such
Applicant with respect to a Claim; and

(c)  to have agreed that, if there is any conflict between the provisions, express or
implied, of any agreement or other arrangement, written or oral, existing between
such Creditor and the Applicant with respect to a Claim as at the Plan
Implementation Date and the provisions of this Plan, then the provisions of this
Plan take precedence and priority and the provisions of such agreement or other
arrangement are amended accordingly.

7.6  Severability of Plan Provisions

If, prior to the Effective Time, any provision of this Plan is held by the Court to be invalid, void
or unenforceable, the Court, at the request of the Monitor may alter such provision to make it
valid or enforceable to the maximum extent practicable, consistent with the original purpose of
such provision, and such provision will then be applicable as altered and the remainder of the
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pravisions of this Plan ‘will remain in full force and effect and will in no way be invalidated by
such alteration.

7.7 Governing Law

This Plan will be governed by and construed in accordance with the laws of the Province of
Ontario and the federal laws of Canada applicable therein. All questions as to the interpretation
of or application of this Plan and all proceedings taken in connection with this Plan and its
provisions shall be subject to the exclusive jurisdiction of the Court.

The Applicant agrees to execute and deliver, on or after the Effective Time, all such agreements,
instrurnents and documents and to take all further actions as may be reasonably necessary from
time to time to carry out the intent and purposes of this Plan.

7.8 Directions

The Applicant or the Monitor may at any time, and with such notice as the Court may require,
seck directions from the Court with respect to this Plan and the provisions hereof, including the
Schedules.

7.9 Notices

Any notice or other communication to be delivered or filed hereunder must be in writing and
reference this Plan and may, subject as hereinafter provided, be made or given by personal
delivery, courier, registered mail, electronic mail or by facsimile addressed to the respective
parties as follows:

(a) ifto the Monitor:

Emst & Young Inc.

Court-appointed Monitor of Universal Settlements International Inc.
222 Bay Street, Suite 1600

Toronto, Ontario MSK 1J7

Canada

Attention: Brian Denega
Fax No.: (416) 943-3300
Email; universal settlementis(@ca.ev.com

() ifto a Creditor:

to the last known address (including facsimile number) for such Creditor, or to
such address specified in an Acknowledgement of Claim or Request for
Amendment (each as defined in the Claims Procedure Order) or a Proof of Claim
relating to such Creditor, or as such Creditor has otherwise specified in writing to

the Monttor,
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(c) ifto the Applicant:

Universal Settlements International Inc.
5500 North Service Road

Burlington, Ontario

Canada L7L 6Wo

Attention: Jeff Panos, President
Fax No.: (905)331-6011
Email:  jpanos@universalsettiements.com

with a copy to:

Rueter Scargall Bennett LLP
Brookfield Place

161 Bay Street, Ste 4220

Box 226

Toronto, Ontario M5J 251 Canada

Attention: Randy Bennett
Fax No.: (416) 869-3411
Email: randy.bennett{@rslawyers.com

with a copy to:

Ogilvy Renault LLP / SEN.CR.L., srl
Suite 3800, P.O. Box 84

Royal Bank Plaza, South Tower

200 Bay Street

Toronto, Ontario M5J 224 Canada

Attention; William McNamara
Fax No.: (416)216-3930
Email: wmenamara{@ogilvyrenauli.com

* or to such other address as any party may from time to time notify the others in accordance
with this Section. All such communications that are delivered will be deemed to have been
received on the day of delivery. All such communications that are sent by facsimile or
electronic mail will be deemed to be received on the day sent if sent before 5:00 p.m. on a
Business Day and otherwise will be deemed to be received on the Business Day next following
the day upon which such facsimile or electronic mail was sent. Any potice or other
communication sent by registered mail will be deemed to have been received on the third day
after the date of mailing.
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SCHEDULE A
(administrative services to be provided)

In consideration of the payment of the Administrative Fee of CDN $100,000 per month, the
Applicant (with the assistance of Mills) shall provide the following services relating to the
administration of the Policies and to the discharge by the Applicant of its duties under the Plan:

The Applicant will continue to do the following:

1.

Premium management and funding

e Premium payments.
o monthly Premium reports.

o Premium payment optimization. Modifying the Premiums needed on a regular basis so as to
minimize the Premiums needed to maintain Policies in good standing as new data is received.

Performing cash-value analyses and borrowing against or from Policies, where permitted
by the Plan and for the purposes specified therein

Active management of cash surrender valaes on Policies
Insured tracking

o Monitoring the status of each insured person within the portfolio.
o Maintain direct personal contact with each insured person quarterly.

Group policy and Premium waiver management

Processing death claims as policy maturities occur, utilizing where possible the Applicant’s
relationships with insurers to facilitate the processing and collection of death benefits

Investor communications and information updates

o Collection of verifications of coverage annually and other information and documents from
insurance companies as required,

e Collection of updated medical information and life expectancy reports as requested by the
Monitor, .
Maintain, vpdate and enbance Policy databases and related spreadsheets.
Database updates and administrative processing of investor requests such as collateral
assignments, beneficiary changes ete.

o Continuing to liaise with all Purchasers to ensure that everybody understands processes.

Maintaining web access for investors to view documents online.
o Maintain Purchaser communication tools like website and corporate updates.

Provide written reports to Purchasers as requested.
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10. Customer support for Purchasers’ felephone, fax or e¢mail ingairies, on Business Days
during normal business hours.

11.  Daily cash~flow reconciliations and reports.

12. Regular reporting to Monitor and Purchasers as mandated by the Court.

13. Ensuring regulatery compliznce with respect to the Policies.

In the event that the Applicant defaults in the performance of these services for any reason, the
Monitor shall be entitled to take the steps outlined in Section 4.14 of the Plan or, if the urgency
of the default is such that the Monitor, acting reasonably, cannot give the notice required by
Section 4.14 of the Plan, then the Monitor may apply to the Court for directions, on such notice
as the Court may direct.
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SCHEDULEB
(Methodology for payment of Distributions from the ROI Pool)

The monies in the ROI Pool shall be paid by the Monitor in the following order and in
accordance with the following terms:

FIRSTLY, if monies are available in the ROI Pool afier the payment of one hundred percent
(100%) of Purchasers’ Original Investments, then the Monitor shall pay Distributions to each
Purchaser based on each Purchaser’s proportionate entitlement, calculated in accordance with the
following formula:

2009 minus the year in which the Original Investment was made by the Purchaser;
add one (1};
multiply by the amount of the Original Investment made by the Purchaser;

the product will then represent each Purchaser’s proportionate entitlement to Distributions from
the monies available in the ROI Pool.

FOR EXAMPLE:

Purchaser A invested $100,000 in 2001, and Purchaser B invested $100,000 in 2005. Their
Tespective proportionate entitlements would be:

Purchaser A — 2009 minus 2001 equals 8, plus 1 equals 9, multiplied by §100,000 equals
900,000 “units” for the purposes of calculating sharing of the monies available in the ROI Pool

Purchaser B — 2009 minus 2005 equals 4, Iﬂus 1 equals 5, multiplied by $100,000 equals 500,000
‘units’ for the purposes of caleulating sharing of the monies available in the ROI Pool

Such Distributions shall continue unti] Purchasers in aggregate are paid one hundred and ten
percent (110%) of their Original Investments.

SECONDLY, the Monitor shall pay the next U.S. $1,000,000 to the Applicant as a success fee.
THIRDLY, any monies remaining in the ROI Pool shall be distributed (i) seventy-five percent

(75%}) to the Purchasers, in accordance with the above formula, and (ii) twenty-five percent
(25%;) to the Applicant.
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Execution Copy

MONITORED ACCOUNT AGREEMENT

AGREEMENT dated as of July 17, 2009 between UNIVERSAL SETTLEMENTS
INTERNATIONAL INC. (the “Company”) and ERNST & YOUNG INC. (solely in its
capacity as monitor of the Company pursuant 1o the Initial Order and the other orders in the
CCAA Proceedings and without personal liability) (the “Monitor”’) witnesses that:

WHEREAS:

A, The Company is in the business of, among other things, purchasing and selling Life
Settlemnents and fractionsl interests in Life Settlements;

B, On December 2, 2008, the Company initiated the CCAA Proceedings;

C. The Company bes filed an amended plan of compromise and arrangement dated June 16,
2009 (as amended, varied or supplemented from time to time, the “Plan™) with the Court;

D. The relevant creditors of the Company have approved the Plan by the required majorities
under the CCAA, and the Court has sanctioned the Plan;

E. The Company and Mills have executed and delivered Declarations of Trust pursuant to
which the Company and Mills have declared that they hold certain insurance policies and the
proceeds thereof, and certain other amounts, in trust for the beneficiaries of the Plan;

F. As contemplated by the Plan, the Company and the Monitor wish to enter into an
agreement with respect to the management by the Company of certain cash and other assets of
the Company held pursuant to the Declarations of ‘Trust;

NOW THEREFORE in cousideration of the Tespective covenants of the parties hereto
herein contained and other good and valuable consideration (the receipt and sufficiency of which
are hereby acknowledged), the parties hereto agree as follows:

ARTICLE1
INFTERPRETATION

Section 1.1  Definitions.

Except as otherwise defined in this Section 1.1, all capitalized terms used in this
Agreement shall have the meanings given to them in the Plan. In this Agreement, the following
terms shall have the following meanings:

“Bank' means TD Canada Trust at its 381 King Street, Kitchener, Ontario branch;
“Borrowing Costs” means any borrowing costs incurred with respect to Borrowings,

including the repayment of such Borrowings, whether such Borrowings were incurred
prior to Plan Implementation Date, or subsequent to Plan Implementation Date;

12308248.5
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“Borrowing Proceeds” means the proceeds of any Borrowings by the Company;

“Cash on Hand” means the amount of USD$9,468,572.32 and CADS65,089.87
deposited into the Monitored Trust Account on the Plan Implementation Date in
accordance with Section 2.4 of the Plan;

“Declarations of Trust” means the declarations of trust dated as of the Plan
Implementation Date executed and delivered by the Company and Mills pursuant to
Sections 4.2 and 5.3 of the Plan;

“Monitored Trust Account” is the Monitored Trast Account referred to in the Plan, and
means, as applicable, {i)in respect of receipts by the Company in U.S. dollars, the
segregated U.S, dollar trust account established and maintained by the Company with the
Bank, having the account number 27522-7312639, and (ii) in respect of receipts by the
Company in Canadian dollars, the segregated Canadian dolar trust account established
and maintained by the Company with the Bank, having the account number 27522-
5246267, into which, ss applicable, shall be deposited all Cash on Hand, Insurance
Proceeds, Litigation Recovery, Released Escrow Funds, TPI Proceeds, Bomrowing
Proceeds, Sale Proceeds and Tax Refunds and from which disbursements shall be made
for Costs and trapsfers to the Pools pursuant to the Plan and this Agreement;

“Ordinary Crediter Pool Trust Account” means the segregated Canadian dollar tust
account to be established and maintained by the Company with the Bank pursuant to the
Plan and this Agreement, into which all amounts on account of the Ordinary Creditor
Pool shall be transferred from the Monitored Trust Account, to be disbursed pursuant to
the Plan and this Agreement;

“Purchaser Poel Trust Account” means the segregated U.S. dollar trust account to be
established and maintained by the Company with the Bank pursuant to the Plan and this
Agreement, into which all amounts on account of the Purchaser Pool shall be transferred
from the Monitored Trust Account o be disbursed pursuant to the Plan and this
Agreement;

“Released Escrow Funds™ means any portion of the Escrow Fund received by or on
behalf of the Company or any Shareholder;

“ROI Pool Trust Account” means the segregated 118, dollar trust account to be
established and maintained by the Company with the Bank pursuant to the Plan and this
Agreement, into which all amounts on account of the ROI Pool shall be transferred from
the Monitored Trust Account to be disbursed pursuant to the Plan and this Agreement;
and

“Trust Accounts” means the Monitored Trust Account, the Ordinary Creditor Pool Trust
Account, the Purchaser Pool Trust Account and the ROI Pool Trust Account.



Section 1.2 Construction. In this Agreement, unless otherwise stated or the context
otherwise requires:

(8)  the division of the Agreement into articles and sections and the use of headings
are for convenience of reference only and do not affect the construction or
interpretation of the Agreement;

()  the words “hereunder”, “hereof” and similar expressions refer to this Agreement
and not to any particular article, section or schedule and references to “Articles”,
“Sections”, and “Schedules” are to articles and sections of end schedules to this
Agreement;

(€}  words importing the singular include the plural and vice versa and words
importing any gender include all genders;

(@  the word “including” means “including without limiting the generality of the
foregoing™;

(e) a reference to any statute is to that statute as now enacted or as the statute may
from time to time be amended, re-enacted or replaced and includes any regulation
made thereunder;

D a reference to any agreement, indenture or other document is to that document as
amended, supplemented, restated or replaced from time to time;

(g}  references to dollar amounts are to Canadian dollars, unless otherwise indicated;

(h)  references to times are to local time in Toronto, Ontario, Canada; and

€3] the recitals to this Agreement shall form an integral part of this Agreement and
shall be read and construed as part of this Agreement.

Section 1.3 Deeming Provisions. In the Agreement, the deeming provisions are not

rebuttable and are conclusive apd irrevocable.

Section 1.4

Date for any Action. If any date on which any action required to be taken

hereunder by a Person is not a Business Day, such action must be taken on the next succeeding
day which is & Business Day.

Section 1.5

Schedules, The following are the Schedules to this Agreement:

Schedule A Form of Officer’s Certificate

Schedule B Monitoring Checklist



ARTICLE 2
TRUST ACCOUNTS

Section 2.1  Establishment of Trust Accounts, The Company represents, warrants and
covenants {0 the Monitor that (a) on or before the date hereof, the Company has established the
Monitored Trust Account, the funds deposited and to be deposited therein to be held .in trust
pursuant to the terms of the Declaration of Trust, the Plan and this Agrcement; (b) the amount of
USD#$9,468,572.32 and CAD$65,089.87 has been deposited into the Monitored Trust Account,
being all of the Cash on Hand on the Plan Implementation Date; and {c) at the request of the
Monitor, the Company shall establish the Ordinary Creditor Pool Trust Account, the Purchaser
Pool Trust Account and ROI Fool Trust Account, the funds to be deposited therein to be held in
trust pursuant to the terms of the Declaration of Trust, the Plan and this Agreement.

Section 2.2 . Pool Trust Accounts. Forthwith upon the establishment of any of the Ordinary
Creditor Pool Trust Account, the Purchaser Pool Trust Account, and the RO! Pool Trust
Account, the Company shall advise the Monitor of the account details for such account.

Section2.3  Transfers to Pool Trust Accounts. The Company agrees that all monies that are
transferred to or from any of the Pools pursuant to the Plan shall be transferred to or from, and
only to or ffom, the corresponding Trust Account. That is, all monies to be transferred pursusnt
to the Plan to or from (a) the Ordinary Creditor Pool, shall be transferred to or from the Ordinary
Creditor Pool Trust Account, (b) the Purchaser Pool, shall be transferred to or from the Purchaser
Pool Trust Account, and (c) the ROI Pool, shall be transferred to or from the ROI Pool Trust
Account.

Section 2.4  Contributions to Trust Accounts. The Company covenants and agrees that:

(8)  All Insurance Proceeds, Litigation Recovery, Sale Proceeds, Borrowing Proceeds,
TPI Proceeds, Tax Refunds and Released Escrow Funds received by or on behalf
of the Company shall be deposited forthwith upon receipt into the Monitored
Trust Account. Any such amounts received by Mills or any Shareholder shall
fortbwith upon receipt be paid over by Mills or such Shareholder to the Company
to be deposited by the Company into the Monitored Trust Account as provided
above.

(b)  Any such amounts received in Canadian or U.S. dollars shall be deposited into the
applicable Monitored Trust Account. Any such amounts received in any other
currency shall be converted into U.S. dollars or Canadian dollars, with the consent
of the Monitor, and deposited into the applicable Monitored Trust Account.

(c)  The Company shall use its best efforts to maximize GST refunds in respect of
input tax credits for GST relating to Costs. Al such refunds received after the
Initial Order Date shall bec deposited to the Monitored Trust Account for
disbursement to Creditors under the Plan and this Agreement.



Section 2.5 Disbursements from Trust Accounts. Withdrawals, transfers and disbursements
of funds out of the Trust Accounts may only be made by the Company in accordance with the
Plan and this Agreement,

Section 2.6 Income. All income eamed in respect of the Trust Accounts shall be available for
payment of Costs, and to the extent applicable, distributions to Creditors, as provided herein and
in the Plan.

Section 2.7 Maximizing Receipts.

(a)  The Company agrees to use its best efforts to collect Insurance Proceeds afler the
Plan Implementation Date, which efforts shall, at a minimum, reflect the same
efforts and tenacity as the Company used in collecting Insurance Proceeds before
the Plan Iplementation Date,

{b)  Without limiting Section 2.7(a), the Company shall use its commercially
reasonable efforts to reduce Premium load costs by optimizing Premiums paid to
Insurers by first setting them off against built up cash value in the Policies and,
based upon premium illustrations received from Insurers, by optimizing the
amount of Premiums which should be paid, in each case using its commercially
reasonable efforts to ensure that there are no overpayments of Premiums,

{c) The Company agrees to use its best efforts to maximize net recoveries of the
Litigation Recovery, TPI Proceeds and Tax Refunds,

Section 2.8  Set Off. Except as provided herein, the Company shall not be entitled to set off
Insurance Proceeds, Litigation Recovery or TPI Proceeds against any Insurance Premium or
other obligations of the Company without the prior written approval of the Monitor.

Section 2.9 Controls:

(@)  The Company shall implement and maintain prudent internal controls with respect
to its cash management, including operation of the Trust Accounts and record-
keeping and designation of authorized signing officers in connection therewith, as
may be satisfactory to the Monitor, acting reasonably.

(b)  The Company shall instruct the Bank that any disbursements, withdrawals and
transfers from the Trust Accounts (whether by cheque, wire transfer or any other
form) shall require authorization from the authorized signing officers of the
Company contemplated in Section 2.9(n) and shall provide the Monitor with
evidence satisfactory to the Monitor of such mstmicHons on the Plan
Implementation Date. Such instructions shall not be revoked or changed without
the prior written approval of the Monitor,



(&)  The Company shall provide the Bank with a copy of the Court Order approving
this Agreement in order to provide notice to the Bank of the oversight of the Trust
Accounts provided for herein.

Section 2.10 Tsxes. In accordance with Section 4.2 of the Plan, payments out of the Trust
Accounts on account of any Capadian taxes or withholdings as required by law shall be
permitted. The Company shall provide to the Monitor, prior to any distribution, such
documentary evidence supporting any nop-withholding of taxes, including legal or other
professional opinions regarding tax or withholding obligations, as the Monitor may request,
acting reasonably.

Section 2.11 Bapk Charges. Any bank charges imposed by the Bank in respect of the Trust
Accounts may be deducted by the Bank from the applicable account.

Section 2.12 Monitor Review and Approval, With the exception of the bank charges referred
to in Section 2.11 of this Agreement, all disbursements, withdrawals and transfers from any
Trust Account (whether by cheque, wire transfer or any other form) shall be subject to the prior
review and approval of the Monitor. The Company shall make any request for such approval of
the Monitor in writing, at least five Business Days before the relevant payment due date, which
request shall be accompanied by all relevant invoices and such additional supporting
decumentation required hereunder and as the Monitor may require.

Section 2.13 View Access to Accounts. The Company shall ensure that the Monitor shall have
internet-based view-only access to each Trust Account.

ARTICLE 3
COSTS

Section 3.1  Reserve for Costs. Pursuant to Section 4.3 of the Plan, the Reserve for Costs
shall be established in the Monitored Trust Account for purposes of ensuring that the Company
has sufficient funds on hand to pay for Costs for a two-year period following any transfer of
funds from the Monitored Trust Account to the Pools, The amount of the Reserve for Costs may
be reset at such time intervals as may be required by the Monitor, based on projections for the
two-year period following that time,

Section 3.2 Conditions on Payment of Costs. Payment of Costs from the Monitored Trust
Account js subject to the conditions set out in Section 4.2 of the Plan, When requesting the
Monitor’s authorization for the payment of any Costs, the Company shall provide an officer’s
certificate from the Company in the form attached as Schedule A, confirming that the Costs are
due and payable, that such Costs are 2 permitted disbursement for Costs pursuant to the Plan and
that there arc sufficient funds in the Monitored Trust Account to make such payments, along
with invoices and such other supporting documentation as the Monitor may require,

Section 3.3  Professional Retainers. The retainers held by the Monitor, counsel to the
Monitor, and counsel to the Company that were established pursuent to the Initial Order shall




continue to be held by them subsequent to Plan Implementation until such time as their services
are 1o longer required in connection with the Plan or the CCAA Proceedings, at which time the
balance of any such retainers returned to the Company shall be deposited by the Company into
the Monitored Trust Account for payment of Costs and distributions pursuant te the Plan and this
Agreement,

Section 3.4 Payment of Legal Fees and Disbursements. As provided in the Plan, and
subject to the limitations therein, the Company may request that the Litigation Contribution be

used to pay the Company’s Iegal fees and disbursements in the Actions. The Monitor shall not
be obliged to consider the reasonsbleness of the request for payment of such legal fees and
dishursements.

Section 3.5  Professional Costs, In Section 2.6(b) of the Plan, the reference to “the legal
advisors to the Applicant” means Ogilvy Renault LLP, Rueter Scargall Bemmett LLP, and Dr.
Isabelle Dessulemoustier-Bovekercke (European counsel to the Company). In addition, the
Company agrees that the intention of Section 2.6(b) of the Plan was and is that fees and
disbursements, if any, incurred by the Monitor and its counsel with respect to the Actions shall
constitute Professional Costs,

ARTICLE 4
DISTRIBUTIONS TO CREDITORS

Section 4.1  Conditions te Distributions. Payment of Distributions to Creditors in accordance
with the Plan shall be subject to receipt of any clearance certificates, withbolding of amounts on
account of withholding or other taxes payable or any other legal or reguiatory pre-condition to
payment as may be determined by the Monitor, acting reasonably,

Section4.2  Third Party Services. With the prior written consent of the Monitor, the
Company may retain a third party service provider at arm’s length to the Company in order to
assist the Company in making payments from the Purchaser Pool Trust Account and ROI Pool
Trust Account to Purchasers pursuant to the Plan and this Agreement. In such case, any
payments due to Purchasers may be transferred from the applicable Trust Account to such third
party to be distributed by such third party to Purchasers in accordance with the Plan, subject to
the Monitor being satisfied as to the controls established by the Compeny and/or the third party
service provider in respect of the transfer and distribution of such funds.

Section 4.3  Locating Creditors. The Company agrees that it will make reasonable efforts to
locate any Creditor for which the Company does not have a current address, provided however

that nothing in this Agreement shall require the Company or the Monitor to locate any such
Creditor,



ARTICLE S
REPORTING

Section 5.1  Reporting as at the Plan Implementation Date. The Company shall on the Plan

Implementation Date deliver to the Monitor confirmation from the Bank that the Cash on Hand
hag been deposited into the Monitored Trust Account.

Section 5.2 Reports_and Compliance Requirements. The Company shall provide to the

Monitor each of the deliverables described in the Monitoring Checklist attached as Schedule B
hereto, on or before the date prescribed for the deliverable set out therein.

Section 5.3  Qther Information. Without limiting Section 5.1 of the Plan, the Company shall
provide the Monitor with full and complete access to the books and records of the Company and
Mills for the purposes of supervision and monitoring of the Trust Accounts and compliance with
this Agreement and the Plan,

ARTICLE ¢
TERM AND TERMINATION

Section 6.1 Term. This Agreement shall come into effect at the Effective Time and shal}
terminate on the earlier of: (a) the date so specified by Court Order, (b) except as otherwise
directed by the Court, the date of the discharge of the Monitor from its appointment pursuant to
the CCAA in respect of the Company, (c) such time as the Monitor may determine in its
discretion that (i} Creditors have received their maximum entitlement pursnant to the Plan, or (ii)
further Distributions to Creditors under the Plen and this Agreement are unlikely, as set out in
written notice to the Company to that effect, and (d) except as otherwise directed by the Court,
termination of the Plan pursuant to an Order of the Cout,

Section 6.2  Events of Default. The Company agrees that any defsult under this Agreement
shall constitute a default under the Plan. The provisions of Section 4.14 of the Plan shall also
apply to a default by the Company under this Agreement.

ARTICLE 7
GENERAL

Section 7.1 Assignment. This Agreement is binding upon each of parties hereto and their
respective successors and assigns, and shall enure to the benefit of each of the parties and their
respective successors and permitted assigns, This Agreement shall not be assignable by the
Company or Mills without the prior writlen consent of the Monitor.

Section 7.2 Amendments. This Agreement may not be amended unless the amendment is in
writing and signed by all parties hereto.

Section 7.3  Waiver. A waiver by the Monitor of any default by the Company under this
Agreement is not effective unless in writing and signed by the Monitor. No waiver shall be



inferred from or implied by any failure to act or delay in acting by the Monitor in respect of any
default by the Company, or by anything done or omitted to be done by either of them. The
waiver by the Monitor of any default by the Company under this Agreement shall not operate as
& waiver of the Monitor’s rights under this Agreement, the Plan or the CCAA in respect of any
continuing or subsequent default by the Company or Mills (either of the same or any other
nature),

Section 7.4  Further Assurances, The Company shall forthwith, and from time to time,
execute and do all deeds, documents and things which may be necessary or advisable, in the
opinion of the Monitor, to give full effect to the provisions set out in this Agreement.

Section 7.5  Severability, If any provision hereof is held to be illegal, invalid, or
unenforceable in any jurisdiction, such provision shall be deemed to be severed from the
remainder of this Agreement with respect only to such jurisdiction and the remaining provisions
of this Agreement shall not be affected thereby and shall continue in full force and effect,

Section 7.6  Notices. Any notice or other communication to be delivered or filed hereunder
must be in writing and reference this Agreement and shall be given in accordance with Section
7.9 of the Plan, In addition, any notice or other communication to be delivered hereunder or
under the Plan, if addressed to the Monitor, shall be copied to its counsel as follows:

Blake, Cassels & Graydon LLP
199 Bay Street, Suite 2800
Commerce Court West
Toronto, Ontario MSL 1A9

Attention: Katherine McEachern
Fax No.: (416) 863 2653
Email: katherine.meeachern@blakes.com

Section 7.7  Entire Agreement. This Agreement, together with the Plan, constitutes the entire
agreemnent between the parties with respect to the subject matter hereof, and supersedes any prior
agreement or understanding among them with respect to such subject matter,

Section 7.8 Plan Terms to Govern. The terms of this Agreement may supplernent or clarify
certain terms of the Plan, but are not intended to supersede the provisions of the Plan. In the
event of any inconsistency between the provisions of this Agreement and the Plan, the provisions
of the Plan shall govern to the extent of any such inconsistency.

Section 79  Time of the Essence. Time shall be of the essence of this Agreement.

Section 7.10 Governing Laws, The validity, interpretation and enforcement of this Agreement
and any dispute arising out of the relationship between the parties hereto, whether in contract,
tort, equity or otherwise, shall be governed by the laws of the Province of Ontario and the federal
laws of Canada applicable therein.
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Section 7.11 Submission to Jurisdiction. The parties hereto irrevocably consent and submit
to the non-exclusive jurisdiction of the Court and waive any objection based on venue or forum
non conveniens with respect to any action instituted therein arising under this Agreement or in
any way connected with or related or incidental to the dealings of the parties herein in respect of
this Agreement or the transactions related hereto, in each case whether now existing or hereafier
arising, and whether in contract, tort, equity or otherwise, and agree that any dispute with respect
to any such matters shall be heard only in the Court.

Section 7.12  Counterparts. This Agreement may be executed in several counterparts, each of
which when 50 executed shall be deemed to be an original and such counterparts together shall
constitute one and the same instrument and shall be effective as of the formal datc hereof.

Section 7.13 Role of Moniter. Ernst & Young Inc. hes entered into this Agreement solely in
its capacity as Monitor and not in its personal capacity, and not in any capacity as trustee, and
notwithstanding any other provision of this Agreement and without limitation to the foregoing:

(8} in connection with this Agreement and otherwise, the Monitor has the full benefit
of the rights and protections afforded to it pursuant to the Plan, the CCAA,
pursuant to all orders made in the CCAA Proceedings and as an officer of the
court (including without limitation, Sections 5.1 and 5.2 of the Plan) and to the
extent that any provision of this Agreement is inconsistent with those rights and
protections or purports to require the Monitor to do any act or thing that is
incopsistent with the Plan, the CCAA or any order made in the CCAA
Proceedings, or with any the duty or obligation of the Monitor thereunder, such
provision will be of no force or effect;

(b)  the Monitor is not responsible or lizble for any obligations of the Company, and
without limitation o the foregoing, the Monitor is not guarantecing or otherwise
ensuring that the Company complies with this Agreement or any of its obligations
to the Creditors and holders of Unaffected Claims;

(c)  the Monitor is not responsible or liable for the manggement or control of the
business of the Company;

(d}  the Monitor will have no obligation to do any act or thing under or in connection
with this Agreement if, at the relevant time, any amount owing to it or its counsel
remains unpaid or if in the Monitor’s opinion there are or will be insufficient
funds to pay in full any unbilled amounts then accrued or any amounts that would
be incurred in doing such act or thing;

(¢)  the Monitor may, if acting in good faith, rely and act upon any notice or other
communication given to it by the Company or Mills and the truth and accuracy of
any statements, reports and other information provided to it in connection with
this Agreement and without limitation to the foregoing, when conducting any
review contemplated by this Agreement, the Monitor will niot be performing an
audit of such information;

o e i EIR .. e
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H nothing in this Agreement is intended to impose any duty or obligation on the
Monitor, whose duties and obligations in respect of the Company and Creditors of
the Compuany shall be governed by the Plan, the CCAA and all Orders made by
the Court in the CCAA Proceedings;

(g)  the Monitor, in its discretion, may at any time report to the Court or seek direction
from the Court with respect to any issuc arising in comnection with this
Agreement, the Plan, or otherwise; and

(h}  except as expressly provided herein or in the Plan, any approval, consent or othier
exercise of right or discretion by the Monitor contemplated hereunder or under the
Plan may be exercised, withheld or conditioned, as the Monitor may determine in
its sole and sbsolute discretion.

IN WITNESS WHEREOF the parties hereto have executed this Agreement under the bands of
their duly authorized officers. '

UNIVERSAL SETTLEMENTS

s
Title: /ﬂ,s,-(,fq_;i

ERNST & YOUNG INC, (solcly in its capacity
as Monitor iversal Settlements International
Inc., and #fot 1 its personal capacity)

\s {
Title: geazor \/me. PM

For good and veluable consideration, the rcceipt and sufficiency of which are hereby
acknowledged, the undersipned are hereby executing this Agreement for the purposes of
acknowledging their oblipations under Section 2.4 of this Agreement, and shall be boung by that
Section 2.4, as well as Article 7 in its entirety, as if they were a party hereto.

By: '
Foutaans

Title: / ﬁe.s i'a’e»)l‘
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1508211 ONT ? INC, M

Title: “?UL,_

MILLS, POTOCZAK & COMPANY

Wil M //Mng/a

President

By:

Title;




SCHEDULE A
(Form of Officer’s Certificate)

OFFICER’S CERTIFICATE

TO: ERNST & YOUNG INC. (solely in its capacity as Monitor of Universal
Settlements International Inc.) (the “Monitor”™)

RE: Request for Payment of Costs

The undersigned, [insert name], the {insert Officer position] of YUniversal
Settlements International Inc. (the “Company™), hereby certifies on behalf of the Company, and
not in a personal capacity, as follows:

L This Certificate is delivered pursuant to Section 3.2 of the Monitored Account Agreement
(the “Monitored Account Agreement”) dated as of July 15, 2009 between the Company
and the Monitor. Initially capitalized terms used but not defined in this Certificate shall
have the respective meanings given to them in the Monitored Account Agreement.

2. "The Costs identified in Schedule “A” to this Certificate are due and payable, and arc a
penmitted disbursement for Costs pursuant to the Plan.

3. Attached to this Certificate are true and complete copies of all invoices in respect of such
Costs.

4, There are sufficient fimds in the Monitored Trust Account to make such payments.
"
DATED:  [insert date of Certificate]  ~* I)/ 2l /2007

Name: ¥ °  ‘Tedl AP
Title: Pres "3

12308248.5
DOCSTOR: 1T22375V7




Universal Settlements Intemational Inc.
Post - Plan Iniplementation Monitoring Checkiist

Description of U] Responsibilities ; Deliverable Freguency
nitored Trost Acconnts’ Receipts:
1. General
a. Booking receipts in general ledger | = Detailed general ledger Monthly
on cash basis. including descriptions of
receipts
2, Insnrance Proceeds (ncl, USIH Trost
alua. Pilto Trust)
a. Social security number and obituary | = Trecking printout from Monthly
database tracking for ali open website for each palicy
policies {including USH Trust showing result of search
policies)
— Tracking sheet summarizing
search results
b. Apply for verifications of coverage | - Copy of VOC from each Annusily
(*VOC”} from Insurance compenics, insurance company with open
including Page and group policies claim
through lega] owners
= VOC tracking sheet Monthly
= Copy of annual statement Anmually
from insurers
¢. Processing maturity claims — Copy of death certificate, Upon filing of claim
claim application and any
other documents sent to
insurance companies when
filing & claim, :
- Copy of response received Upon receipt by USI
from the insurance company
with regards to the claim,
including copy of cheque.
d. Collection of medical informetion ~ Medical Information and life Upon receipt by UST
and life expectancy wports expeciancy reports obtained
by USI
~ Tracking schedule of medical Monthly

information and life

et




expectancy reposts needed and
by when

3. Annuities

8. Confinmation of annuities received

Schedule of annuitics tacking
receipts

Copy of cheque received or
wire confirmation

Monthly

Upan receipt by US]

4, Litigation recovery

4. Administer the Actions (as defined
in the Amended Plan)

Report from USI and its legal
counsel with regards to each
Action including prospects of
recovery

Report from Litigation
committee

At a minimion
Quarterly, and as
significant
developments oceur,
in writing

Semi-annually

5. Escrow fands

8. Administer the legal process for the
release of the escrow funds

Reconciliztion of escrow
funds, including balance in
escrow, secrued interest and
prospects of recovery of
$250,000 Joaned to Tony
Duscio

Quarterly report in
writing and as
significant
developments oceur

6. Investment income

a. Deposit investment income into
Monitored Trust Accounts

b. Invest excess finds in a Canadian
investment guarantesd by the
Canadian Federal government,
purchased through a Canadian
chartered bank

Provide Monitor with copy of
aceount agreement and assign

account with appropriate name
(i.e. Monitored Trust Account)

Provide investment options to
the Monitor after consulting
with chartered bank

At commencement of
use of the sccount

Assessed quartery
and investments
made following
approval by the
Monitor in writing




Mopitored Trust Accounts’

those inciuded under the definition
of Professional Costs in the
Amended Plan. Any new service
providers must mest this definition
and be pre-approved by the Monitar.
Currently, the professionzls defined
under Professional Costs who may
be paid from the Monitored Trust

Digburgements
1. General
a. Booking disbursements in general ~ Detailed general ledger, — Monthly
ledger on a cash basis including deseription of
disborsements
b. Prepare certificate of costs in form | ~ Copy of completed and signed | = Upon request for
attached to Monitored Account czrtificate payment of any
Agreement disbursement from
the Monitored Trust
Account
2. Premioms
2. Track when premiums must be ~ Prepare premivm tracking — Monthly at least 30
funded sheet days prior to
premium due date
b. Establish premium payment - Obtain premium illustrations | = To be completed by
optimization strategy for each policy from all insurers and develop September 30/09 and
cptimization sirategy re-assessed snnually
on September 30
¢, Track remaining cash value in each | - Schedule tracking remaining | ~ Monthly
policy that is available for set off cash value available for set off
against premiums
d. Obmin premium waivers or re- ~ Provide Monitor with schedule | ~ Monthly
instate premium paymenis indicating when premium
previously waived waivers must be renewed and
proof of USI's efforts to
obtain information from the
insured for its rencwal, if
possible
3. Professional Costs {as defined in the
Amended Plan)
a. Restrict professional services lo - Caopies of invoices — Monthly




Account are;

Emst & Young Inc, as Monitor

Blakes Cassels Graydon LLP a5
Monitor's legal counsel

Reuter Scargall Bennett LLP as
USI counsel for CCAA matters

Ogilvy Renauft LLP a5 US]
counsel for CCAA matters

USI counsel in Europe for work
in liquidating USI Euvrope

4, Litigation Contribution

3. Review and track invoices recejved
from USI legel counsels with

regards to Actions (as defined in the

Amended Plan} against the US

$500,000 and the Escrow Funds paid
to the Monitored Trust Account in S,

I.1 of the Amendzd Plan

- Schedule which compiles legal
fees paid against Litigation
Contribution ($Cdn paym.ents
are transiated to SUS at the
noon spot rate on the day the
payment is issued)

—~ Monthly

5, Administrative Fees

a. Prepare internal invoice in advance
of each manth for Administration
Fee

~ Copies of intemat monthly
inveices for Monitor pre-
approval

~ Monthly in advance

6, Mills fees

8. Review and approve Mills” fees

~ Copies of Mills invaices for
Muonitor approval

- Monthly in arrears

7. Borrowing costs

a. Vesifieation of loan amounts

b. Repayment of borrowings

~ Verify available loan amounts
in YOCs

- Copies of loan statements
from insurers indicating

amounts outstanding and proof

of repayments (i.c. copy of
cheque}

-~ Annually

- Upon receipts of
statemnents and
repaymeats made

8. Unafifected Claims

a. Post filing goods and services for

~ Copies of invoices or other

~ Monthly




period up to Plan Implementation

b. Professional Advisors (see # 3

supporiing documentation

disbursement

disbursements beginning on
Plan Implementation for each
Monitored Trust Account

above) Copies of inveices or other Monthly
supporting documentation
¢. Secured Creditors (if any)
Copies of invoices or other Monthly
supporting documentation
d. Insured Claims (if any) )
Copies of invoices or ather Monthly
supporting documentation
¢. Claims of the Crown {source
deductions) Copies of invoices or other Monthly
supporting documentation
Other
1. Faxes / Regulators
. File all USI tax returns and Provide the Monitor copies of As filed with
information slips (i.e. source all filed tax returns and governmant authority
deductions, GST, federal/provincial assessments/ statements of or statement
income 1ax)} account received from the tax indicating there are
anthorities none
b, Comply with all securities Copies of &ll carrespondence Monthly or statement
regulations which govern US! and received from regulators or indicating there are
make all necessary filings with the filings/applications made with none
regulators, as required regulators
2. Prepare statement of receipts and Statement of receipts and Monthly

3. Prepare bank gecount reconcliintions

Bank account reconciliations

Monthly (5 business

- Purchasers: re: claims, issues,
coneerns

- Ordinary Creditors: re; claims,
issues, concerns

- Insurance Companies: ail

- Insureds: all

for each Monitored Trust days from month
Accouat end)
4. Gather correspondence from: Copies of all correspondence As received by US]




. Obtain opinion as to whether taxes
must be withheld from distributions,
or obtain other assurances
satisfactory to the Monitor, acting
reasonably, prior to the relense of any
distributions

= Opinion letter fram qualified
and recopnized tax specialist

Prior to preparation
for issuance of first
distribution

. Prepare two year cash flow
prejection

= Cash flow projection for

following 2 years

= Variance analysis comparing 2
year projection to projection
filed with Court “Montz
Carlo Model™) for same pericd

Quarterly beginning
September 30, 2009

Quarterly

. Follewing distributions, work with
Agents to locate Purchasers who have
not deposited thelr cheques

= List of cutstanding cheques

attzched to bank
reconcilistions which include
description of efforts to locate
Purchasers

Monthly with bank
reconciliations

. Maintoin internal controls with
regards to the Monitored Trust
Accounts

- Provide in writing description
of internal controls in place

By end of July "09
and annually
thereafter







Direction to Release Funds

To: Gowling Lafleur Henderson LLP (the "Eserow Agent")
Re: Escrow Agreement dated January 25, 2007 (the "Escerow Agreement”)
Re: Section 2.5 of the Universal Settlements International Inc. Amended Plan of

Compromise and Arrangement pursuant to the Companies Credifors
Arrangement Act (Canada), dated June 16, 2009 (the "Plan")

WHEREAS certain monies were paid into escrow pursuant to an interim award of the arbitrator
dated January 16, 2007, in Re In the Matter of an Arbitration between The Brokerwise Group

Inc. and 1508211 Ontario Inc., claimants, vs. Antonio Duscio and Martina Capital Corporation,
respondents;

AND WHEREAS the sum of approximately $699,833.07 USD (the "Escrow Funds"), with
interest thereon, remain on deposit with the Escrow Agent as of July 17, 2009;

AND WHEREAS pursunant to section 2.5 of the Plan, the shareholders of Universal Settlements
International Inc. (being The Brokerwise Group Inc. and 1508211 Ontario Inc.; collectively, the
"Shareholders") have agreed that any and all portions of the Escrow Funds that are released to
those Sharcholders or to Universal Settlements International Inc. ("USI") shall be paid into the
Monitored Trust Account (as such term is defined in the Plan), the bank location and account
number for which is identified in a certain Monitored Account Agreement dated July 17, 2009
between the Universal Seftlements International Inc. and Ernst & Young Inc., in its capacity as
Monitor;

AND WHEREAS the undersigned wish to direct the Escrow Agent to pay the Escrow Funds
and all interest accrued thereon to the Monitored Trust Account, if and when the Escrow Funds
or any portion thereof are available for release to the Shareholders, or either of them, and/or USL;

NOW THEREFORE, THE UNDERSIGNED cach hereby authorize and direct the Escrow
Agent to deposit the Escrow Funds together with all accrued interest forthwith into the
Monitored Trust Account (if and when the Escrow Funds or any portion thereof are available for
release to the Shareholders, or either of them, and/or USI), less any fees, costs, or charges
incurred by the Escrow Agent; and each of the undersigned acknowledges and agrees that upon
deposit of the Escrow Funds together with all accrued interest to the Monitored Trust Account as
set ouf in this Direction, the Shareholders and Universal Settlement International Inc. each
hereby forever release and discharge the Escrow Agent from any and all obligations and

liabilities relating to or arising from the Escrow Agreement or the Escrow Funds and interest
thereon.

This Direction may be executed by the parties by facsimile and in separate counterparts, each of

which when so executed and delivered shall be an original, such that all such counterparts shall
together constitute one and the same instrument. To the extent that this Direction is executed by
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facsimile signature, the parties so executing shall forthwith deliver to the Escrow Apent
manually executed copies thereof.

This Direction shall be binding upon and shall enure to the benefit of the parties and their heirs,
administrators, personal representatives, successors and permitted assigns,

The parties hereto will upon reasonable request from time to time of the other parties or any one
of them, execute and deliver such further documentation and do such further acts as may be
reasonably requested to carry out and give full effect to the terms and conditions of this Direction
and/or the Escrow Agreement.

DATED this 17 day of July, 2009.

THE BROKERWIS

s

Per:

Nar?( -~ /rLCQr7 g_vq::j
Title:  Leednt

1508211 ONTARIO INC. e

“ /:’ i
Per: !

Name: (| ;s \'\c«.\c\S
Title: dica ?:‘-—e.f,ic\a_u{s\
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Narfic! /ﬁm,? Boos
Title: ﬁ,m J U;“
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Protocol for Creditors’ Commitiee

Pursuant to the Amended Plan of Compromise and Arrangement dated June 16, 2009 (the
“Plan”), Universal Settlements International Inc. (the “Company”) agreed to establish a
committee of creditors (the “Committee™).

Capitalized terms used herein and not otherwise defined herein shall have the meanings
attributed to those terms in the Plan.

Section 4.5 of the Plan provides in part that the Company will establish the Committee,
consisting of three Creditors, to consult with the Applicant with respect to the conduct of the
Actions and the fees and disbursements incurred in prosecuting the Actions.

In view of the financial interest that Ordinary Creditors and the Purchasers have in the Litigation
Recovery, the Company proposes that:

1.

[

2

the Committee be comprised three Creditors, being a nominee of the largest Ordinary
Creditor, and a nominee of each of two Purchasers;

the initial Committee members be Ted Buczek, Fred Nightingale, and Edmond Lamek;

if any member of the Committee resigns or is unable to continue to serve on the
Committee, the other two members of the Committee may replace the member that has
resigned or who is unable to continue to serve on the Committee;

the Committee shall meet by telephone or in person once per quarter year, at such time
and place to be designated by the Company or its counsel;

the Committee will take minutes at each of its meetings and will provide a copy of the
minutes to the Monitor. The version of the minutes provided to the Monitor may be
redacted as necessary to preserve privilege;

prior to each Committee meeting, the Company or its counsel shall provide a written
summary of the status of the Actions, together with a report on the fees and
disbursements incwrted to date in the Actions, and shall provide such additional
information as any Comumnittee member may reasonably request, provided however that
the Company shall be under no obligation to disclose information if the disclosure of this
information would result in the loss of solicitor-client privilege or if, in the Company’s
view, such disclosure of information would jeopardize the prosecution of the Actions, or
either of them, or settlement discussions related to the Actions, or either of them;

the Company will consult with the Committee prior to proposing or accepting any
settlement of either Action, and if the members of the committee are unanimous in their
views with respect to any such settlement, the Company shall then either (i) accept the
unanimous direction of the members of the Committee, or (ii) seek direction from the
Court with respect to such settlement;

no compensation shall be paid or payable to the members of the Committee, provided
however that any professional fees incurred by the Committee or any member thereof
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may be reimbursed by the Company, to the aggregate maximum of $20,000 for the
Committee and all of its members. The $20,000 will be taken from the Litigation
Contribution; and

9. the Company may at any time seek direction from the Court with respect to any matter
relating to the Committee.
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REFERENCE NUMBER 190

NOTICE OF REVISION OR DISALLOWANCE

TO: VCH Expert US-Life GmbH & Co. KG and VCH Expert US-Life Trust as
trustee for VCH Expert US-Life GmbH & Co. KG (collectively, “VYCH")

c/o Moritz Roever, WBS Management GmbH | Madison Westbridge LLC,
Altstadtpalais, Karl-Scharnagl-Ring 6, D - 80539 Miinchen

¢/o William M. Potoczak, Trustee, 27600 Chagrin Boulevard, Suite 200,
Cleveland, Ohio, 44122, USA

¢/o Edmond Lamek, Fasken Martineau, TD Bank Tower, Suite 4200, P.O.
Box 20, Toronto, Ontario, MSK-1N6, Canada

Ernst & Young Inc., in is capacity as Monitor of Universal Settlements International Inc.
(“USI”), hereby gives you notice that it has reviewed your Request for Amendment or your
Proof of Claim, as the cas¢ may be, and has revised or rejected your Claim or any part thereof or
any information relating thereto, as follows:

Request for Amendment as The Amended Proof of Claim | The Claim / information as
Submitted (if applicable) as Submitted Accepted

§ 12,000,000 CAD $10,397,782 CAD
b, Reasons for Revision or Disallowance:

VCH submitted its original claim on February 23, 2009 which totalled CAD $36.2 million
(*“Original Claim™). On June 16, 2009, VCH reduced the Original Claim amount to CAD $12.0
million {“Amended Claim™). As the Amended Claim did not include a revised calculation of the
Original Claim amount, the Monitor reviewed the Original Claim calculation in order to
determine whether the Amended Claim should be allowed in whole or in part. As part of its
review, the Monitor:

o interviewed the claimants Canadian legal counsel;

o reviewed numerous documents appended to the Original Claim;
e reviewed documents provided by USI;

¢ consulted with USI and its legal counsel; and

e consulted with the Monitor’s legal counsel.
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Afttached as Appendix “A” is a summary of the descriptions, calculations and amounts of cach
category of the Original Claim and the amounts accepted by the Monitor under each category.
The Monitor has disallowed any claim for interest on the face value of policies, as the Monitor
understands that VCH never intended to retain the funds and re-invest them on maturity. The
Monitor has allowed the claim for continued liability for premiums and certain administrative
fees for a period beyond the bonding date to 2014, on the grounds that these are additional
expenses that have been or will be incurred as a result of the failure of USI to provide bonding
(and it appears that reliable replacement bonding cannot be obtained in the marketplace). The
Monitor is of the view that without the benefit of updated LE’s, there is no accurate method of
calculating the length of time until the policies at issue mature. In such absence, the Monitor is
prepared to accept the estimate of 2014. The Monitor’s calculation of the allowable portion of
VCH’s claim is further reduced by the offset of approximately US $3.8 million consisting of
premiums paid by USI on behalf of VCH for policies purchased by VCH from USI (“VCH
Premiums™). The Monitor understands that, to date, VCH has not reimbursed USI for the VCH
Premiums. The list of VCH Premiums is attached hereto as Appendix “B”.

A portion of the Original Claim consists of a reimbursement of the purchase price paid by VCH
for eight policies which VCH purchased from USI but USI was unable to transfer to VCH (the
“Un-transferred Policies”). One of the Un-transferred Policies was a policy for G.H. with a face
value of $2 million. Prior to the commencement of the CCAA, USI and VCH had come to a
settlement on the Un-transferred Policies. The settlement included the transfer of two USI
owned policies as replacements for seven of the Un-transferred Policies and the transfer of the
G.H. policy once USI was able to take ownership of it. The Monitor has therefore disallowed the
claim related to these Un-transferred Policies, other than to agree to the transfer by USI of the
G.H. policy to VCH in accordance with the terms of that settlement, for which court approval
will be sought, In July 2009 US! took ownership of the G.H. policy, but upon doing so was
required to reimburse the transferor for G.H. premiums paid by the transferor totalling US
$111,946.67. As USI did not have sufficient funds of its own to make this payment, USI funded
this payment from funds borrowed from USI's creditor pool, on a temporary basis, subject to a
right to be reimbursed by VCH upon the transfer of the policy to VCH.

Based upon the foregoing, the Monitor has valued the VCH claim at CAD $10,397,782 and, in
addition, has agreed to the transfer of the G.H. policy to VCH pursuant to the settlement between
VCH and USI, subject to:

o the Court approving the transfer of the G.H. policy from USI to VCH;

o VCH reimbursing premiums paid by USI in relation te the G.H. policy totalling US
$111,946.67; and

o  VCH making a payment of US $10,000 to the creditors of USI as a fee for the advance of
funds by USI to fund the G.H. policy premiums on a temporary basis.

If you do not agrce with this Notice of Revision or Disallowance, please take notice of the
following:
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I. If you dispute this Notice of Revision or Disallowance, you must, no later than 4:00
p.m. (Eastern Standard Time) on November 19, 2009, being fourteen (14) days after
the Notice of Revision or Disallowance is sent by the Monitor (see paragraph 15 of
the Order), notify the Monitor by delivery of a Dispute Notice in accordance with
the accompanying Instruction Letter, The form of Dispute Notice is enclosed.

2 If you do not deliver a Dispute Notice, your Claim shall be deemed to be as set out in this
Notice of Revision or Disallowance.

IF YOU FAIL TO TAKE ACTION WITHIN THE PRESCRIBED TIME PERIOD, THIS
NOTICE OF REVISION OR DISALLOWANCE WILL BE BINDING UPON YOU.

DATED at Toronto, this 5 day of November, 2009.

ERNST & YOUNG INC., COURT-APPOINTED MONITOR OF UNIVERSAL
SETTLEMENTS INTERNATIONAL INC,

Per: Rahn Dodick CA, CIRP

12337088.2



Universal Settlements International Ine.

ARPENDIX "A”

Claim of YCI Espert US-Life GmbH & Co. KG snd Hy trustee YCH-Expert US-Life Trust

{colectively “VCH" or the " Clabmant™)

Description of Clalm

Claim Calculation

Clalm Amount

Maonitor's Amount

e
t oss of inferest on the policy face vaiue FVxB% !rgm LE+9 uniil Dec. 31/14 UJ313.8 million -
Premiums U$2.1 million / year {rom bonding date 1o §US8.6 miliion
Dec, 31114 8,599, 868
Annual fund administralion based upen 0.8% x US$S40,962,000 = US327,685 x 3 jUS983,088
contributed capital RERRS
Annugl investor relalions lee based upon 0.1% x US40,962,000 = LS409,620 x 3 !US1‘226,860
contribufed capital 1,228,860
Annual lrusiee fee US406,962 x3 jus122,886 -
Annual audit 3 years JC366,385 .
{Fee for Prof. Brigler-Konig U341,000
Irerest on lwo oulslanding palicy loans 1){51.080,813 x6.25%}x 6 JUS573,186
2) (3430,457 X 6.50%) x 6
§ years {Jan 1/09 lo Dec. 3114)
US| failed 10 transfer 8 policies ta VCH Based upcn ajlocated purchase price. U33.4 miflion
- tincludes the Horne Policy,
Pre-existing policy loan charged back o USH loan=Us75,157 usg2,674 92,074
inlerest=U%16,917
Four policias which already matured prior to the  |Based upen aliocaled purchase price {(netjU$1,074,407 P 074,407
{ransfer {o VCH resudling in VCH not receiving of any premiums aclually paid by USH)
death benefit al maturily
Group policies which US| agreed lo buy-back Based upon allocatled purchase price U%341,523 240,037
TOTAL U$30.3 MILLION 12,227,354
Revised total ciaim before ofTsets 12,227,354
Less: Premiums paid by USHon behalf ol VCH (3.856,223)
Totad siet elajm of VOH {SLI5)} 8,371,131
Fotal net claim of VCH {5Cdn) 10,397,782
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MONITORED TRUST ACCOUNT

STATEMENT OF RECEIPTS AND DISBURSEMENTS FOR THE
PERIOD JULY 21, 2009 to NOVEMBER 20 2009

(%'s, Canadian)
Opening cash balance
RECEIPTS
Maturities
Annuities
Fereign exchange unrealized gain

Total receipts

DISBURSEMENTS

Pre-Plan Implementation
Unaffected claims

Post-Plan Implementation
Plan Expenses
Administrative fees
Litigation contribution
Bank charges

Portfulio Related Expenses
Premium payments

Mills, Potozcak & Company fees

Restructuring cosis
Monitor's fees

Legal counsels fees
Total disbursements
Net cash flow

Ending cash balance

Notes
1

10
10

10,008,519
136,387
1,114,718
26,686
137,791
(915,185)
(915,185)
(428,552)
(175,182)
(40)
(60a.774)
(2,267,462)
(21,493)
(2,288,955
(93,061)
(54,634)
(147,695)
(3.955,608)
(2.677,817)
7,330,702




Nofes
Balances coverted at $1.05 CAD/USD

1.

Cash on hand at date of Plan Implementation, which includes amounts from the Corporate, Premium
Reserve and Maturities accounts.

A total of three policies {consisting of two insureds)} have matured since Plan Implementation.
Represents two annuity payments received by USH,

Represents realized gains resulting from transfers the Company made from its U.S. dollar account to its
Canadian dollar account.

Unaffected Claims consist of payments for pre-filing goods and services, including professional fees. The
breakdown is as follows:

Professional fees and disbursements 594 438
Plan mailing 110,228
BLG claim settlement payment per Court Order 161,457
Miscallaneous 48 064
Total 915,185

The Administrative Fee paid to USI in accordance with the Plan. The Adminstrative Fee
includes a stub period payment for July 21, 2002 fo July 31, 2008,

The Applicant has so far used approximately $175,000 of the $500,000 US Litigation Contribution
Fund.

Premium payments are for non-matured policies.

Fees paid to Mills as service agent for the policies.

10. Represents professional fees and disbursemenis for the post-Plan Implementation period.



Court File No.: 08-CL-7878

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED
AND IN THE MATTER OF A PLAN OF COMPROMISE OF ARRANGEMENT OF UNIVERSAL SETTLEMENTS

INTERNATIONAL INC.

123471021

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

Proceeding Commenced at Toronto
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BLAKE, CASSELS & GRAYDON LLP
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199 Bay Street, Suite 2800

Toronto, Ontario M51L 1A9
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