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INTRODUCTION AND BACKGROUND

1. On August 18, 2006, the Plaintiffs in these proceedings applied for and obtained an Order (the
“IR Order”) pursuant to s. 13(2) of the Judicature Act, R.S.A. 2000, c. J-2, as amended.
Pursuant to the IR Order, Ernst & Young Inc. (“EYI”) was appointed Interim Receiver of

certain records of Integra Investment Service Ltd. (“Integra”).

2. On September 8, 2006, the Plaintiffs obtained a Receivership Order pursuant to s. 13(2) of the
Judicature Act (the “Receivership Order”). Pursuant to the Receivership Order, EYI was

appointed Receiver and Manager (the “Receiver”) of the following corporations:
a. Integra;
b. Aurora River Towers Inc. (“ART”);
c. Carling Springs Village Inc. (“CSV”); and
d. Carling Development (B.C.) Inc. (“Carling BC”)

(collectively referred to as the “Integra Companies”).

3. By previous Orders of this Honourable Court, Ernst & Young Inc. has also been appointed
inspector of the Carling Group (the “Carling Inspector”) and of the Rundle Development
Cooperative (“RDC” and the “RDC Inspector™).

4. The purpose of this eighth report of the Receiver (the “Eighth Report”) is to:

(a) Adpvise the Court of a letter the Receiver’s counsel received from Mr. Frank Monaghan
(“Monaghan”) of Fleming LLP dated February 27, 2008 (the “Monaghan Letter”), in his
capacity as counsel to Mr. Roy Jennex (“Jennix”) and Ms. Maxine Cooke (“Cooke”).
Monaghan, Cooke and Jennix are collectively referred to as the “Requesting Parties”. A

copy of the Monaghan Letter is attached at Appendix A to this Report;

(b) Provide the Court with a summary of the background with respect to Monaghan, Jennix

and Cooke in relation to the Intergra file;

(c) Provide certain responses to the Monaghan Letter; and



(d) Seek advice and direction from the Court with respect to certain of the allegations set
out in the Monaghan Letter;
(e) Provide an update to the Court regarding a proposed extension of the deadline for
holding the meeting required by paragraph 8 of the March 5, 2008 Order approving the
Settlement Agreement (the “Approval Order”).
5. Capitalized terms not defined in this Eighth Report are as defined in the Receivership Order, the

Receiver’s First through Seventh Reports, the First Report of the Carling Inspector, the

Settlement Agreement and the Approval Order.

6. All references to dollars in this Eighth Report are in Canadian currency unless otherwise noted.
THE MONAGHAN LETTER
7. The Monaghan Letter sets out a series of concerns, issues and questions that Monaghan, Jennix

and Cooke have with respect to the duties and actions of the Receiver, the Carling Inspector and

the RDC Inspector. Given the volume of questions, the span of time that they relate to, the

general nature of certain of the questions and the expense which would be involved to address

each and every issue raised, the Receiver has concluded to respond in this g™ Report by:

(2)

(b)

(c)

(d)

Providing the Court with an overview of the relationship of the various companies

involved in these proceedings;

Summarizing for the Court the stakeholder positions of Cooke and Jennix with respect

to the various entities involved in these proceedings;
Responding to certain of the overall concerns included in the Monaghan Letter; and

Seeking advice and direction of the Courts with respect to the remainder of the

Monaghan Letter.



Background

10.

11.

The Monahan Letter advises that Monaghan acts as counsel for Jennix, and “perhaps until
recently” Cooke. The Receiver understands that Monaghan, then at the firm of Thackray
Burgess, originally acted as corporate counsel for Integra. Following the receivership of
Integra, Monaghan purported to represent Cooke and/or Jennix. Cooke has recently assigned
herself into bankruptcy and a Trustee (David Bromwhich, of Browmwich& Smith) now

administers her assets and estate.

The Receiver has provided below a brief summary of the interaction between the relevant
entities and also of Cooke’s and Jennix’s involvement, and has provided references to previous

reports and Court Orders when applicable.

The Fourth Report of the Receiver dated May 22, 2007 provides a detailed background to
Integra and its relationship with the Rundle Development Cooperative (the “RDC”), Carling
Developments Inc. (“CDI”) and Carling Financial Corporation (“CFC”). For the purpose of
this report, CFC and CDI are collectively referred to as the Carling Group.

A brief summary of Cooke’s and Jennix’s relationship with the above companies is provided

below:

(a) Integra’s sole director and shareholder, at all times, was Cooke. The Receiver
understands that Jennix, while not a shareholder or director of Integra, was Integra’s

marketing manager and at all material times acted as a de facto director of Integra;

(b) RDC is separate and distinct entity from Integra; however, the original formation (the
founding member) of RDC involved the former principals of Integra (Cooke and
Jennix). Cooke also held approximately $5,000 in membership shares of RDC. A
detailed background of the RDC is provided in the RDC Inspector’s First Report dated
March 27, 2007;

(©) Jennix and Cooke were not principals of the Carling Group; however, Integra raised
funds on behalf of the Carling Group. A detailed analysis of the Carling Group and its
relationship with Integra is set out in the Carling Inspector’s First Report dated August
16, 2007.



12.

13.

14.

As previously reported, Integra operated as a mortgage broker that coordinated the raising of
funds from individual investors (“Investors”) with the raised funds being syndicated and loaned
to borrowers (the “Loans”). The borrowers included third parties, the RDC and the Carling

Group. Integra received a commission for raising the funds.

The last main group of companies comprise ART, CSVI, and Carling BC, which are
collectively referred to in this report as “Transfer Co”. As set out in the Receiver’s Fourth
Report, Transfer Co was controlled by Jennix and Cooke. As part of a controversial set of
transactions which spawned considerable litigation, the Carling Group, transferred the

following assets (the “Transferred Assets”) to Transfer Co:
(a) Certain real estate located in Fort McMurray;
(b) Certain real estate located in Airdrie; and

(c) Certain options for property in British Columbia (which expired prior to the

Receivership).

While the Transferred Assets are now held by Transfer Co, the corresponding liabilities of the
Carling Group (i.e. the Investors whose funds were advanced to the Carling Group) were not
transferred. Prior to the receivership, considerable litigation existed between Integra and the
Carling Group regarding whether the transfer of the Transferred Assets was lawful. That
litigation was resolved by the Approval Order. To date there has been no development on the
Transferred Assets; however, the Settlement Agreement contemplates such development

commencing.

Stakeholder positions of Cooke and Jennix

15.

The Receiver has summarized the various claims that remain by each of Monaghan (on behalf
of Thackray Burgess LLP), Cooke and Jennix below in order to illustrate the perspective of the
stakeholder concerns raised in the Monaghan Letter. The Receiver believes it is important to
understand the relative standing of each of Monaghan, Cooke and Jennix when evaluating the

various questions and concerns set out in the Monaghan Letter.



16.

17.

18.

The Receiver notes that claim processes followed for each of RDC, Integra and the Carling

Group

were approved by Court and were as set out in the relevant reports by the Carling

Inspector, the Receiver and the RDC Inspector.

The table below summarizes the accepted claims held by Thackray Burgess LLP, Cooke and

Jennix.

Claim detail Total

Cooke claims against Integra

60 Sun Park 16,500
RDC - 620/624 23,000
Total Cooke against Integra 39,500

Cooke claims againts RDC
RDC membership 5,000

Joint claim by Cooke/Jennix
Carling Group Nil

Claim by Thackray Burgess
Integra (general unsecured) 122,075

The table above illustrates the following:

(2)

(b)

(c)

(d)

Cooke’s accepted claims against Integra total $39,500; however, her entitlement to the
distributions relating to these claims is subject to the completion of the litigation against

her by the Receiver;

Cooke’s claim for membership shares of RDC was accepted by the RDC at $5,000 and

she received an interim distribution consistent with the other RDC membership;
Jennix has no accepted claims against Integra or RDC;

Cooke and Jennix jointly (“Cooke/Jennix”) claimed against the Carling Group in the
amount of $1,575,600 which was disputed, in whole, by the Carling Inspector.
Cooke/Jennix did submit a Notice of Objection to the Carling Inspector, however they
have failed to otherwise comply with the October 4, 2007 Claims Process Order in that

they have failed to file a Notice Motion seeking the determination of their disputed



19.

20.

21.

(e)

claims. Therefore the claim by Cooke/Jennix is deemed to be dismissed by operation of

the Claims Process Order; and

Thackray Burgess has an unsecured claim against Integra in the amount of $122,075,
which claim has been confirmed by this Court. A further amount is owed to Thackray
Burgess in the amount of $13,038 relating to fees and costs incurred by Thackray
Burgess in relation to the receivership. The Receiver has agreed to pay the $13,028 in
costs to Thackray Burgess, subject to the Receiver’s right to set off costs of $5,000 and
possible future costs of an appeal by Thackray Burgess against the Order made by the

Court.

Lastly, Cooke and Jennix would be entitled to any equity resulting after the full payment of all

creditors (unsecured and secured) of Integra and the Transfer Co.

Based on the above, it appears to the Receiver that Cooke’s and Jennix’s stakeholder position is

primarily concerned with the following:

(2)

(b)

(c)

The recoveries that may be available to the shareholders (namely Cooke and Jennix)

once all the creditors of Integra and Transfer Co have been paid in full;

Cooke’s recovery with respect to her $16,500 investment in 60 Sun Park (which the

Receiver anticipates to be nil); or

That any reductions in recoveries for the Integra Investors may increase the potential

claims filed against Jennix and Cooke by Integra Investors.

The Receiver believes that the recovery of any amounts for the shareholders of Integra or

Transfer Co is remote at best.



Summary of concerns raised

22.  The Receiver has attempted to summarize the Monaghan Letter into various areas of concerns

which it has summarized below:

(2)

(b)

(c)

(d)

(e)

Improper communication by the Receiver and Inspector:

(1) There “has been improper or no communication between the parties which has or
may potentially work a prejudice to my clients and investors who have claims

against my clients”;

(1))  The Receiver has not “fully or properly reported to interested creditors or to the

Court about all matters which might govern their considerations”; and

(iii)  Monaghan expresses concerns about the use by the Receiver and Inspector of its

website.

That the “Receiver/Inspector [has put] himself in conflict by accepting various

appointments”;
The Receiver has not “pursued recovery of monies outstanding from borrowers”;

The Receiver has denied Jennix access to its records which has prejudiced him in his

ability to pursue his claim against the Carling Group; and

A concern that the Settlement Agreement is not fair for the creditors of Integra or his
clients and its basis was on “poorly articulated and untested assumption that Integra’s
officers took possession of the lands for the benefit of all Carling Creditors”. In
addition, Monaghan believes the Settlement Agreement preferred the Investors of the
Carling Group over Integra and that “properly affected parties” were not given notice of

the order seeking approval of the Settlement Agreement;

23. In addition to the above categories of concerns, Mr. Monaghan then sets out approximately 60

questions regarding all areas of the Receivership and Inspectorships, which are not summarized

herein.



RECEIVER’S RESPONSE TO THE MONAGHAN LETTER

24.

The Receiver does not believe a detailed, point by point response to the Monaghan Letter is
necessary, cost-effective or even possible at this time. However, the Receiver has responded
briefly to the ‘categories’ of complaints that the Receiver summarized from the Monaghan
Letter and seeks direction from the Court regarding whether a more detailed response is

necessary or under what conditions a response should be provided.

Lack of communication/improper communication

25.

26.

27.

The Receiver disagrees that there has been a lack of communication or improper
communication. Attached at Appendix B is summary of the various reports issued by the
Receiver, the Carling Inspector and the RDC Inspector since their respective appointments
(along with the supporting court documents) provides full disclosure of the relevant proceedings

to all stakeholders. In summary, 19 reports have been issued, including:
(a) 3 reports of the Interim Receiver of Integra and RDC;

(b) 8 reports from the Receiver of Integra;

(© 6 reports by the RDC Inspector; and

(d) 2 reports by the Carling Inspector.

Monaghan is also concerned about the use of website to keep Investors and stakeholders up to
date on the status of the various proceedings. The Receiver notes that initial reports issued by
the Receiver and Inspector advised of the use of the website to post the relevant orders and
reports. In addition, some of the Orders issued by this Honourable Court have required certain
documents to be posted on the relevant website. Furthermore, any parties who requested to be

on the distribution list received full copies of all materials filed with the Court.

The Receiver notes that it is not required or even customary to deliver full reports, Court
pleadings and Court Orders to all the unsecured creditors in a particular insolvency file. The
required practice is to deliver the materials to those parties who requested to be placed on the
service list. However, the Receiver, the Integra Inspector, and the RDC Inspector have placed

all reports and Court Orders and other relevant documents on their websites so that the various



investors, creditors and stakeholders would be able to view and download these documents

without having to request from the Courthouse or have counsel placed on the service list.

28. In addition, on several occasions, EYI sent a letter via mail to each of the relevant

Investors/creditors advising them of the issuance of a report, noting the website address where

the report could be found or providing them contact details of an EYI representative who could

send a hard copy of the relevant material if the party was unable to access the website. For

example:

(2)

(b)

(c)

(d)

(e)

On September 18, 2006, the Receiver sent an initial report as required by the
Bankruptcy and Insolvency Act to each potential creditor. Approximately 800" notices

were sent advising of the Receivership and providing an EYT contact;

On March 28, 2007, the RDC Inspector mailed a letter to each member of RDC advising
of the First Report of the Inspector and that the report could be found at the inspector’s

website address or a hard copy could be requested to be sent by the Inspector;

On May 1, 2007, the RDC Inspector mailed a letter to each member of RDC advising of
the Second Report of the Inspector and that the report could be found at the inspector’s

website address or a hard copy could be requested to be sent by the Inspector;

On May 29, 2007, the Receiver mailed to all the Investors of Integra a letter advising of
its Fourth Report (which was the first significant report that provided an overview of
Integra’s assets and investors) and that the report could be obtained by visiting the

Receiver’s website or by contacting the Receiver and requesting a hard copy;

On June 28, 2007, the Receiver and Carling Inspector jointly mailed a letter to all
Investors of the Carling Group advising them of the status of the Carling Inspector’s
report and advising of the Carling Inspector’s website or that they could contact the

inspector to obtain a hard copy of the relevant materials;

! Upon the granting of the Receivership, Integra’s books and records were inaccurate and incomplete, including its creditor
and investor listings. Accordingly, the Receiver sent its initial appointment report to all potential creditors per Integra’s
books and records.



29.

30.

®

(2

(h)

On November 13, 2007, the Carling Inspector mailed a notice to certain of the Carling
Group’s Investors about a meeting to be held on November 23, 2007 and advising them
of the information on the Inspector’s website or that they could contact the inspector to

obtain a hard copy of the relevant materials;

On December 4, 2007, the Receiver mailed a letter to all Investors of Integra advising of
the 6™ Report which set out the Receiver’s Proposed Distribution Methodology
(“PDM?”) and the application for court approval of the PDM and advising them of the
information on the Receiver’s website or that they could contact the Receiver to obtain a

hard copy of the relevant materials; and

On February 12, 2008, the Receiver’s counsel mailed a letter to all investors of Integra
and the Carling Group advising of the application on February 27, 2008 regarding
approval of the Settlement Agreement and advising that the materials (including the
Receiver’s 7™ Report and the Carling Inspector’s 2™ Report) could be found on the
Receiver’s and Carling Inspector’s website or by contacting a representative of EYT.
The letter also stated explicitly “that if you or your lawyer do not appear at the hearing
at the scheduled time an order may be granted which impacts your rights and economic

interests”.

The Receiver believes that more than adequate notice has been given to the various stakeholder

groups advising them of various means to obtain the relevant court materials.

With respect to Monaghan’s concerns about improper communication, the Receiver’s belief is

that all significant decisions (such as the various claim process orders, Settlement Agreement,

proposed distribution methodologies) were subject to Court Approval. The Receiver takes the

position that if Monaghan, or his clients, had any concerns regarding the method the

Receiver/Inspector was delivering the information, the information itself or the Receiver’s

and/or Inspector’s recommendations, those concerns should have been brought up at the date of

the relevant applications.

10



Conflict of Interest

31.

With respect to Monaghan’s concerns about potential conflicts of interest, the Receiver

responds as follows:

(a) All appointments have been by Court Order after full disclosure by EYI of its prior

appointments; and

(b) EYT has been appointed Receiver of Integra, and is not Receiver of the Carling Group or
RDC. Its roles and duties with respect to Inspector of the Carling Group and RDC were

specifically set out by Court Order, and there is no conflict in these roles and duties.

The Receiver’s lack of efforts pursuing recovery from borrowers

32.

The Receiver believes that its reports to Courts (as set out above) have fully described its
recovery efforts. Furthermore, the Receiver believes that is has made sufficient and diligent

efforts to recover assets.

The Receiver has denied Jennix Access to the books and records

33.

On February 27, 2008, during the time when the Receiver was applying for the Approval Order,
Jennix appeared in Court with a recently filed but unserved Notice of Motion seeking an Order
requiring the Receiver to allow Jennix access to the Receiver’s records. Based on the
observations of the Receiver’s legal counsel, who was present in Court that day, the Receiver
believes this application by Jennix was either dismissed or not heard. In either event, no Order

was taken out by Jennix in that regard.

Fairness of the Settlement Agreement

34.

Monaghan is concerned that the Settlement Agreement is not fair and that certain relevant
parties were not given notice. Specifically, Monaghan states, although he does not represent
these stakeholders, that “the COP, Sunpark and Kicking Horse creditors for example have no
idea how their rights will be impacted by virtue of the decisions made regarding the Private

Investors”.

11



35.

36.

37.

As discussed above, the Receiver’s 7™ Report and the Carling Inspector’s 2™ Reports provided
full details and analysis of the Settlement Agreement. In addition, all Investors of both the
Carling Group and Integra (including the COP, Sunpark and Kicking Horse creditors) were
notified of the date that the Receiver’s application seeking approval of the Settlement
Agreement and advising them how to obtain copies of the above noted reports (by requesting a

copy from EYI or from the relevant website).

The Receiver continues to believe the Settlement Agreement provides the best alternative to the
stakeholders of Integra. With respect to Monaghan’s comment as to the Receivers “poorly
articulated and untested assumption”, the Receiver takes the position that that the time to raise
such concerns or comments was at the application on February 27, 2008. We note that
Monaghan did not attend the February 27, 2008 application. Jennix did attend the application
and objected to the Settlement Agreement and his objection was heard by the Court, and

ultimately dismissed.

Finally, the Approval Order declares that the Receiver’s application for approval of the

Settlement Agreement was properly served.

Other Questions

38.

Commencing on page 5 of the Monaghan Letter, a series of questions is posed to the Receiver.
The Receiver again does not think it prudent to answer the question in detail at this time given

the following:

(a) The Receiver believes many of the questions can be answered by a review of the court
reports issued by the Receiver, the Carling Inspector, the RDC Inspector and the various

other materials that have been filed with the court (including bench briefs);

(b) Monaghan has been on the service list for all court documents (including the reports of

the Receiver) on behalf of clients; and

(©) Considerable cost and effort would need to be expended by the Receiver to fully answer

all of the questions; and

12



(d) The Receiver is unsure how these questions relate to or affect the stakeholders’ positions

of Monaghan, Jennix and Cooke, as outlined above.

ADVICE AND DIRECTION REGARDING THE MONAGHAN LETTER

39.

40.

41.

42.

Considerable cost and effort has been expended by the Receiver and its counsel in dealing with

various applications and other activities of the Requesting Parties, including:

(a) Several Court applications to compel Monaghan to release Integra’s books and records

to the Receiver;

(b)  Addressing claims without any substance by Thackray Burgess that it had a valid

solicitor’s lien;

(©) Participating in an application to this Honourable Court made by the Alberta Securities
Commission (the “ASC”), which resulted from a position take by Jennix that the ASC

proceedings against him were stayed by the Receivership Order;
(d) The need to reschedule several Court appearances as Monaghan failed to appear; and
(e) The failure by Cooke and Jennix to comply with the Rules of Court.

The Receiver is now seeking this Courts direction as to whether the time, and related costs,

should be incurred to fully answer the series of questions set out in the Monaghan Letter.

The Receiver believes that reasonable and adequate disclosure of all relevant information has
been made to the stakeholders of Integra and the Carling Group, as more fully described above.
Furthermore, the Receiver has previously met with Monaghan, Cooke and Jennix, and prior to
the Monaghan Letter, all information which the Requesting Parties were entitled to has been

made available by the Receiver.
Accordingly, the Receiver seeks an Order declaring:

(a) That the Receiver’s, RDC Inspector’s and Carling Inspector’s disclosure of information

has been good and sufficient;

13



43.

(b) That no further response is required to the Monaghan Letter, other than what has been
provided in this g™t Report; and

(©) Any further inquiries by either Jennix, Cooke and Monaghan be subject to obtaining

leave of this Honourable Court.

As an alternative, the Receiver suggests that a further response to the Monaghan Letter could be
completed if Monaghan’s clients agree to fund the costs responding to such questions, which

the Receiver anticipates would cost between $7,500 to $12,500.

UPDATE ON THE STATUS OF THE SETTLEMENT AGREEMENT

44,

The terms of the Settlement Agreement required that the closing would take place no later than
March 15, 2008 and that a meeting of the Investors (the “Carling Investor Meeting”) was to take
place within 30 days of the granting of the Approval Order. Certain delays have occurred in
completing the sale of the Airdrie Lands. The Receiver and Carling have agreed to extend the
closing of the Settlement Agreement (Article 3.1) to April 15, 2008 and the Carling Inspector is
seeking an amendment to the Approval Order extending the time to call the Carling Investor
Meeting to within 120 days of the granting of the Approval Order. A copy of the letter sent to
Integra Investors and the Carling Group Investors is attached at Appendix C to this report.

UPDATE ON THE STATUS OF THE REMAINING INTEGRA PROJECTS

Interim Distribution

45.

The Receiver advises that in January 2008, it made an interim distribution as set out in the
Receiver’s 6" Report. An interim distribution was made to Mortgage Investors relating to the

RDC and Kicking Horse projects.

Integra’s Remaining Assets

46.

Integra’s remaining material assets comprise:

(a) The real estate referred to as Community First —- MRI;

14



(b) Integra’s actions against Cooke and Jennix (the “Statement of Claim”) and the
Receiver’s Certificate of Lis Pendens registered against 16 Wolf Willow (the “CLP”);

and

(©) Integra’s potential recovery from the Carling Group as set out in the Settlement

Agreement.

Community First - MRI

47.

The Receiver has received an offer to purchase at a purchase price considered acceptable by the
Receiver. The Receiver intends to execute the purchase and sale agreement and seek Court
approval of the sale in the near term. A further report by the Receiver will be issued in

conjunction with seeking Court approval of the sale.

Statement of Claim and CLP

48.

49.

50.

As previously report to this Court, the Receiver’s Statement of Claim seeks among other forms
of relief, a declaration that Cooke and Jennix (the “Defendants”) hold any real or personal
property as trustees for the benefit of Integra as well as damages for breach of fiduciary duty.
The Receiver’s counsel is proceeding with its efforts to obtain default judgements against the

Defendants.

On December 21, 2006, an Order for Judicial Listing (the “Listing Order”’) was obtained by the
holders of certain mortgages registered against 16 Wolf Willow. As a result of the Listing
Order, 16 Wolf Willow is currently listed for sale by Remax Landan Real Estate and is
currently listed for sale at $2.9 million. The Receiver notes that over $2.5 million in secured

claims registered against 16 Wolf Willow.

The Receiver’s recovery with respect to its CLP is unknown at this time as the ultimate

recovery is dependent upon the success of the Receiver with respect to its Statement of Claim.

Contingent recovery from the Carling Group

51.

A potential recovery to the Receiver relates to the contingent recovery as set out in the

Settlement Agreement. The Settlement Agreement stipulates a Fort McMurray Equity Charge

15



(as defined in the Settlement Agreement) that secures for the Receiver a recovery of 35% of the

equity in the Fort McMurray project, up to a maximum of $4 million.
RECOMMENDATIONS
52.  The Receiver recommends the following:

(a) That no further response is required to the Monaghan Letter, other than what has been

provided in this 8™ Report; and

(b) Any further inquiries by either, Jennix, Cooke and Monaghan be subject to obtaining

leave of this Honourable Court.

53.  Asan alternative, the Receiver recommends that a further response to the Monaghan Letter

could be completed if Monaghan’s clients agree to fund the costs responding to such questions.
All of which is respectfully submitted this 8" day of April, 2008.

ERNST & YOUNG INC.

in its capacity as Court Appointed Receiver

of Integra Investment Service Ltd, Aurora River Towers Inc.,
Carling Springs Village Inc. and Carling Development (B.C.) Inc.

Neil Narfason, CA«CIRP, CBV
Senior Vice-President

%5’2' Z_ML_

Deryck Helkaa, CA=CIRP
Vice-President
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Avtion Ne. #700-0E158 — Allcundro vs, Integera fovesiment Serviees Lid., Maxine

Cooke and Roy Jennix et al

Thank you for vour January 11, 2008 comespandence ard our discussion owdside of Chambers
February §%, 2008, 1 reprel that agdther vou ner the receiver would megt with me on Jaouary 11,
MR e diseuss seomme oF Thae dssies of vhe Recebvership,

Asovou hiew [ as counsed for Boy Jenens and, perhaps wntil reecnlly Maxies Cooke, have had
SO wemerns shoul the manner i which this Receivership has unfolded largely becavse thoin
my perspective these has Boon impropee or nn aummamcation beiween the parlies which bas or
may pentiably work 4 prequdics doomy cliznis and meestors who heve clanmed against my
cliends, all ol whe aze involved ina series ol acdons 20 clroumsliances where we are anawars of

what the Receiver 15 doing,

Suite TG00 736 - Awenao SW. Calgary, Albera T2R 17
Ll 452 Z0E-BEED « fas 403 260-651 0 « wil fee: ©-877-550-55530 - websiic: wwawc ACiingd o com



This ftustration has been compeuaded by the Receiver/Inspector putling himself in canflict by
accepting various appointnents as the inspactor with competing dubes to competing creditors m
circumsiances where we do not belicve lie has fully or propezly reported Lo infereated creditems or
Lo the Court sbout all maters whick axight govern their consederations.

Soimre of the most recent examples of thes inclede:

s The Receiver and [nspector have never given particulars of the services provided and fees
charged with supporting affidavit evidence notwithstanding the Aleerto and Ontario
Cnurt of Appewt decisions mandating this (which in the face of objection the Supreme

Court of Canada has refused to review),

s  The Receiver and Inspeclor has arguably gone far beyond what Bennett on Receivership
states the purpose of a Report to the Courl is and what 14 appropriatc Lo imclude as
content, bevond which we say the Receiver/Inspector is obliged lo introduce appropriate
evidence fin affidavit or otherwise), especially when sesking relief sel oat in Nutice of
Moton form. Tn other cireurmscances the raports have not contained full disclosure, such
as 1he failure 1o adver to the Wiltont Developments $11,700,000.00 offer to purchass the
2DC lunds. The mosl recent exanpie of this is in the tatest netice of motion where he
seeks to have the Court shorl corewit the rights of litigants and prefer the rights of others
when it has nejther engmerated the avtions, explained the rights of partics. seught their
input, nor put the cvidentiary and legal comclusions squarely before the Court in
appropriate form or with sppropriate natice.  The COP, Sunpark and Kicking Horse
creditors for example have no idea hew their nghts will be impected by virlue af tha
decisions made regarding the Private Carling lnvestors and the cecision 1o freat them

separataly;

s The Receiver and [nspector huve purported to use its web-gitc ostensibly to inform
creditors and mive them netice when there is ro evidencs that they can or bave accessed
the web-site which raises squarely our Court of Appeal's considerations conceming when
he use of e internet and e-mail is adequate. Given the expense of the proceedings {o
date why has the Receiver/Inspector avoided use of the mail?,

e The Receiver has refused to engage or discuss his considerations or seek directions
advance af taking actions which fmpact upon the rights of creditors, and has, as an
[nspecior rot sotght *he Cout’s determination in advance of raking deeisions fwhich he
on shart police asks the Court to hless.

On Seplember 8, 2006 Madam Justice Kent granted a Receivership Grder far the Integra Growp

4

of companias, That Order provided in part a3 fotiows:

The Beceiver it berchy ermpowered and asthorized, but cot obligatd. 1o act at ooce i respeot af
the Droperty and, without in @ny way limbiag the generndity of the foregoimg, e Heeclves i
Lerehy cxpeessty empowered and anlkovized to do any of B folinwdng where the Heverver
considers it necessay or advisable:



{ o amtketamy o ail of the Ploperty moisding sévorisig sodcitiag affees i eugpen
of the prometty of any pert of pans thersol acd nogaliuting surd: toirns and cordiions far
e sade as the Hepeiver i s diseretson may doews BRPTOPTLLTE;

{1 7o selt convey, ransier . the Froperty anel any partd theren s onn of the omlinary couise
of nusiness,
{E) Wil the approval of this Coutt o respret of aay Tramsurton ik which the purchase
price ur the aperegule puchase price exreeds he applicable amoun s21 s e O
preceding sl

fr} To seporl o, el with ard disvuss with such affesed Peraons fus definsd below) as the
Reaiver deems eppropezats on 28 manets relastg Lo Ce Property and the Reczivarship,
ared [0 share inlormador, sebjsst 1o swch termy wg o contidemsdaliy as the Receiser
deemes adivigabls

By viriug of Article 4 of the Order Maxine Caoke and Roy Jernix, a3 principals for the Inegra
Companies, were delined as ~affecled persans”. You wist koow Mexine Covke arud Roy Jeani
aTe patties who are being sued and are sumg various individuals in coneeedion wih the Carling
transzciion including their bawyers and Lhe Priscipals of the Carbing Group.  3till elhors most
notably Mr. Pfneger’s clients, are suing them iu nogliyence amd fraud, largely we suspect based
upon the tnsubsluntiated conclusions nresented in #1e vanious reperts presented La the Court and
puislished on its webesite. The nalure of the claims velve the Alberte and Brinsh Columbi

Law Socivties, their msurors and potentinlly the Assurarce Fumds.

the profound difficufty with the manner in wisch matters have unfolded o date §s [hat the
Recever of hntegra has neither pursued recovery ol momivs vulstanding from hogrowers, or
Carling, (or cxplained why), has ot pursued money LoVechio J. disvussed Intepra might o
cntitled 1o in eelation to its elfors and which the Receiver/lnspector has not explained 1o the
Courl why it hag failed 10 pursue (or in facl even altuded to) and thers denies access to Jennix so
that he vun properly bring it to the Coart's aiention and explain the Prooi of Claim [iled in
sircumsiances where Brast & Yeung and itz counsel, who having failed lo properly advance
Inleera’s rights, ther deny access to the corepany’s reconds s that the mallers cannol be exposad.

This is compoimded hy the Recizverdespector's Tailure w review with the Count the evidence
obtained by Mr. Skartt prior Lo his passing of the vatious agreements cmgred intg between the
Curling Group aed its Private bivestors, and Lhe separate Agreement Mr | loarwoad has which
olght to have been considered in deleoaining the rights of competing partics to the surplus
manics available oece the value of the It McMurray, Alrdiie, Semey, ond Wisdo lands are
accoun v i and Hie missing Carlimg moncy 3% found.

We helieve the Revelver's agreemant with the Curling Group thar fae Private Investor’s are
ititied 1o share o the sumpls proceeds for e Fi MeMenzy and Adrdre lands (as apposed to
Mr. Pllueger’s clicnls and other investor's of Integra who vy sulfered a shoniail) is prernised
uper: 8 poorly wticolated and sntested assumplion thal inssgra’s oifivers taok possession of the
sands lor the benefil of ull Cwlag creditors. The contrary evidunee that exists his nod heen raised
with the Conrl by Frist & Yaung or s counsed who my clizat helieves has purposefilly boen
kep in the durk, Dacauss it was more expadicent o ignore his rights, aml the cights of those whe
might claim drough S o Iotegra, namiely the COP investors, the 20 Sunpurs imvestors, the (0



sunpark investors, and the investors i the Kicking Horse lands in the cven: Tnicgra does not
recover from the bormower.

The faiture of Emst & Young to address the competing rights of Integra’s investors, to prefer the
Carling Private Investors (whe ntegra, if it kad any connecliol 10, is premised upon unfested
factual conclusions) over the other Intcyra investors or 10 gven give notice w pruperly affected
parttes where the Notice of Monon filed seeks o Jetermine and crd vartous ltigation corainby
prefers one group over anglher and will have profound effects for the COP investors, the other
Ingeyrs investors, Mr Larson {as opposad to Mr. Anderson) none who have becn given nofice of
this application ot indeed any of the earlict ones and who as a consequence do not fully
appreciste how giving the lands to the Carling Group and momes to the Private Investors
iacreases ther losses and the lawyers’ and the Law Sociseles” insurer’s pofeniial incrsase in

EXPOSUNe .

In the face of the Order, the various aclions and my understanding of (he obligations of the
Receiver as a fduciary to all paries we are morg thun somewhat {rustrated by the lack of
cotlmunication, discussion and information that we have been visited with, While the
Receivership Order provides the Recoiver with certain nghts and obligations, it does not supplan
My, Cooke's residual rights a5 a Dircetor or the obligation to Intzgr’s investors, its creditors and
athers. Ms. Conke and Mr. Jenmux say neither they nor Integra has ary obligation to the Carling
Private [nvestors, and M Jennix and [ betieve Mr. Mackin have said so in evidence the Retiever

has nol eaised with the Court,

That they have residual nights is cmphssized in Canadion Commercial Sank vs. Simmons
Prilling Lid. (1980 76 C.B.R. (N.8.) 241 (Sask, C.A) wherc the Coerl, in the context of a
consiruction lien situation, had to address the role of a Court-appointed Receiver. The Court,
having nozed that in the first instanee, the jurisdienom of the Receiver must be found in the
statute pursuant in which he is appointed, went on al page 6 to comment as foliaws:

The appeilant telisd on the common Jaw with respect i wusivers ang reasoned as follows, A
Ruceiver appoinzed by the Court beeomea a prineipal and is answerable 1o the Court which
appointed him, A% & principal, he is nos the agent of the sceurity holder, the debior, or of any
rarticular crediter, He has a duiy 1o ¢xercise such reasonuble carg, suservieion and control of
tke Jebiat"s property as an ordinary man would give to his own, and if he fils to provide this
standard of care, e may be liable for 9is negligence: Hemnett on Receivershups (1983} pp.
15." &; Plson v. Luncan 170353, 36 S.CLR. 647 [ W.T.]. The powers and dulies ol a vour-
appuinced receiver are swmmarized in Parsons v. Sovereign Back of Cen., [1913] A 100 at
167 {P.C.; by Viscourt Haldame:

A Recewver and manager pppairsed. .. is the agent neiidwer of the debenture
hirlders whose eredit be carnat pledge, mov of the company, which cannol
conrpl him. He ts an officer of the Cotrt pui in to dischirge cerlain Juttes
preseribed by the Order eppowting him; duties which ta the presenr case
exiended @0 the coplimuzton of he meragement of the business, The
CoHmpany g in existente, Bt has nec lost it Utle o ewnre] oy aseensy
and allais. .

0 a rocent comespendence to Bmst & Young among others Mr Kruger has supgested that my
ins:stence upon being involved in the Recetvership as counset for Cooke and Jenmix has been



improper and that | have attempted 1o ohstrice ihe Becaver, While hic has copiud that allezation
Ly uthars, Lo not particuinrzed thal complaint. If be comaplains that [ huve 1o the best of my
ability represented she jwterssts of Jennix and Covke {pro bono - 12 Tas his way) then | offer
dbsointely ne gpology lor it

[ am wware hal siwilar complaints were advanced agaust caunsed i the Gott Blactric

Receiversaip, You will know of vour fiem’s tivebvoment i thal case,

1 wished and now wish to larify v understandimy of the Repaiver's views gugd actions having
regard 1a iy own wad o particular [ wished 1o discass, and Jo wish 10 discuss the fullowing in
an effort to batance the rights and interests of all parties:

EY) Whal dues the Receiver, having regard to my views, gnderstand his oblipations are
prrsugnl to the terms o the Grder and is there case law he can point o suppoert his
scemizg position that he has no duly to keep Roy Tennix informad or w0 suburdinate
his interests to these of others? Can you provide me with cuse law thal says zhat
where the Reciever/lmspector seeks relief against parlies he is rebioved of {he
obligation of filing an affidavit? How is ho different than amry other officer of the
Court in this respect?;

(b} What discussions has the Recciver had with the Carling Group, end others, and wha
ugresmenly, aTangermnents have heen made bevond what has now been disclosed?
1id Mr. Auderson's connsel or Mr. Maekin's counsel parlicipate it these discussions?
Is thore a revord of discussions contained in memorandums cowespondence or
clavwhere and can Jenmix have wecess fo review the correspondence;

() Why doss the Regoiver propose ta isvelve tae Curling wnsecured croditors who
should be tooking to the Carling Group awl ¥isdo rather thun the prococds of sule of
e Fort MceMurray and Abrdrie lands? Will that prejudice ather credifors of Mtegry
particularly e Kicking Flerse, Surpark and COP creditors?  Whey wre they treated
differently and a5 4 separate class, why wore ey not advised of the vurions malions
takes in respect of We claims of the privats investors and whyv were (hoge issues ot
Jetuiled in: the variows reports to the Court?;

fd) What was the nature of Borden Lander Gervais and Browrniee [Tryert’s mvalvement in
lhe Wisdo transactions and whore ¢id the millions of dollars gu? Why did Mr
Horwood and his investor's committec not pursue this? Are considerations addressed
by the Sapremc Coun of Canada in cases such as Citadel General Assurance
Cumpany v. Lloyd's Bank applicable? Has the Recuiver/Insncctor mvyestigated the
facts in relatian Lo this issue?

(&) Should the poaling'direct spproach not be apptivd to all creditars of Integra (us
apposed w0 Cerling and John Anderson} withowt segregation as proposed by the
Heogiver:

(£ Wiy was Jeanix denied socess o the Nevaniber 23, 2007 Investor's Mocling by Mr
Kruger? Who were the Secured Craditors who wert present? Were any of them
imvestors in other Integra projechs? Was the elfect of acknowledging the ¢laims of
Private lovestors explainad Lo them espeially n the coldext of iMvestments in other
orujects? What were they told? Why was this issue won spectficaily addeessed i the



(g}

{h)

Receiver’s reporis and are any of the Ft. MelMurray investors investors in other
projects Hke the COP lands? Was a resord kept of what was discussed, especially a
transeript? Were conclesions of fact advancad ot legat opmions expressed? if so by
whom ard whal was said?

‘Whyv has the Receiver denied Cooke, Jennix and their counsel access o the
Receivership documentalion which in some fashion would sssist it in advancing the
Proof of Loss that has been filed and wiich you are you secking having regard to the
terins what Justice LaVecchio said and which we ate anxious to point out to you,
having regard to the Recciver’s apparent fauilure to coliect from Carking and which
would be available to Integra sreditors;.

Why did the Inspector’s Reports (o the face of lnoking 1o eompramise the specific
rights of parties, not make reference to and address gach of the various actions and
rebated actions as tollows:

Caerling Gron
Action Ma. Style of Cause

()  0401-0354%3  Abday et al vs. Carling Development Ine., Danny Cheng,
Lisa Wong, John Anderson, Terrance Dawe, Carling Canada
Group In¢, (Airdeie private invesiors claim) - brought by
bichael Mackin with MeCarthy Tetrault footer;

(hy  Q30]-1964% Carling Development Inc. and Carling Financial Corporation
va, Aurora River Towers Ine. and Carling Springs Village
Ing.;

(el 0501-14155 Carling Dievelopment In¢, Carling Fisancial Corporation,
Danny Chang and ELisa Wong ve. Integra Investment Service
Lid., Aurera River Towers Inc., Carling Spricgs Viliage Inc.,
Carling Devetopment (B.C.) In¢., Roy fennix, Maxine Cooke
and Michael Mackin;

rdy GS0R-16175 Intepra Investment Service Lid,, Aurore River Towers Inc,
Carking Springs Village Inc., Roy fennix and Maxine Cooke
vs. Michaet John Mackin, Johin Chacles Anderson;

e 301-16158 Anderson v, Cariing Development Inc. of al.;

(6 Bailey et al. vs. Carling Development ine., Cheng, Anderson,
ar al. (Surrey investor aclion] — PRaimtiiT represented by Scon
Hall LLF;

{g) 03008487  Arens ot ai. vs Carling Financial Corporation (Fort
MeMumray mortgage mvestors action) — reprasented by Scort
Haki LLP



-1

Maekin ve. lnkegra Investewent Serviee Lad,

Stiwle of Chiag

i} DaF-161TES
ROC
Action Na.
(i} (RO AIEH22
)] O] 07321
Actiog Ng.
k)
{1 N301.08721
o) 2401-1034)
Sumpark
in} 6. 311734
()
(1)
(g
fr]

Integra Investment Service Lid, v, Rundle Development Co-
aperalive

DeHoca Lid. (S: Piemc) vi, Ruadle Develepmeri Ca-
operative and Integra Investment Service Lid, — represented
by Lumry Rev it

Stvle af Cuyse

Weya vs. Intezta Investment Ssrvice Lid. {Provincial Court
Mction)

Integra Investment Secviee Lid vs Jason Wega and Wepra
Finmneial Ine;

tdascluncyer  vs.  Jenmis,  Mackin  and  the Rundle
Devetopmont Co-operative - Plantif! represented by Shea
Merland:

Hungel vs. fnrtepra et ai. 1603 Lands) - Phamift represented
by Ili. Cooper;

Metramax vs. [nteera et al {20 and 60 Sumpark Lands and
Klickistg Horse Lands) - represenled by Edronton Jawvet,

Veorma vs, Corneminity First Diaprostic Imaming Inc. {20
Buwpark lereciosurey  Flaintiff represcoted by Vickorw &
Assogiaies;

Levenson vs. Intepra Investment Servee Ltd, Ceoke and
Teemiz {240 Sunpark Landa) — represented by Pat Peaccck,

Investors wva. Commumty Piest [Deagnostis Imaging {60
Sunpark lorec osure);



{s)

1}

(u)
{v}

r01-01i56

N501-14620

Eor-Alle Construction (Kadyloy s Integra Inmvesunem
Setviee Lid, et al;

Alicandro et «f. vs. Integra Invesimen: Service Lid., Cooke
and fermix (COP Action);

TD Bank vs. Rundle Development Co-operative,

Ramford ot al. vs. Intesra Investment Service Lid. - Plaintifis
reprosented by Frank Tosto and commeneed 2003, where Mr
Tosto instructed fntepre’s coursel o intervane in ke 60
Sunpark faraclasure;

Ir addition there are related actions as follows:

(w)

{x}
{¥)
{z)

{aa)

{bb)

foch
(i}

(=€)

Actior; No.

$601-08130

04(H-1095%
(617114193
(1501-16183
0403-10959

0603-00501

0501-03061
(50113854

(601-03068

Sivle of Capsg

Serendipicy Dovelopoents [ vs. Detter Eife Solutions Inc.
et al.;

Mackin vs. Kar-Alta Construction;

wackin vs. Carling Developnient Ine. e 2l

Marion vs. Integra Investmenl Service Ltd.

Carling Development Inc. vs. Kor-Ally Construction;

Caling Developmenrt Inc, vs. Kadylo and Fresh Start
Clonstruction,

Carling Development Ing. vs. Siton Ng;
Carling Development Ine. vs. Arens Capital Inc.;

Carling Development Inc. vs. Business Corporalions Acty

Whare in the Receiver's Fouth Report is 1l this lirigation and the allcgations betwoen

the parties addecssed?

What are Lhe specific asswmptions of fact that the

Receiverlnspector has made in determining to favour some creditors aver others and
whatl evidence has heen revigwed o arhve at conelusicns that the assumptions are
yalid? Why has Uhis rot boon detailed for the Court befors asking For relief for some

litigants er creditaors but not others?



()

(k)

(i

()

{n)

{oh

(p)

()

o

Why dues the relief saught stay sclions agziost Carling bul ot stay Carling act.ons
cspecially in lipht of commenis made in paragaph z.&?' What evidenes does the
lnspector vely npon for these conclusions set oui in oaragraph 26 of its 2° ' Report?

Has the Receiver obained appraisals for the Fto Mebderay and Alrdric lands? Has it
determpined whother the lands mighl be worth more if properiy wdventised? Please
provide ns with the anatysis and evidence which the Inspector has preparcd which it

references in puragraph 26 f its 2™ Report?

What are the fece to date of the Receiver, its comsel, Carding’s zounsel?  Please
provide us with particebars of the description ol work wadettaken and Lhe Lime
dockers that have Seen kept. Please do so lor all fzes and dishwsements of (he
Receiver/ [mspictas, 1s counsel and f1e applicant's counsel.

What sieps did the EeeeivecTispector taks to assess the valudity of Carlimgs ability to
complete the project? Did the Inspecior engagy comunereral real estate firma to assess
the propricly or nature of the proposed development? What is the ength of time for
e comstruction? s there adeguite fmercing? Whe is providing it and upon what
ferms?  Has the Receivorfinspector reviewsd whal forms of agreeinents Cavling
imtends to enter ine? Whe is the protoet enginecr being paid? How much? Why in
the face of uninvestigated rod hadzes of fraud (Twynm’s case)! Who s the projeal
arcnitect?  Huve the tender documents been reviewsd? Who are the invited frades
whin will be bidding? Do they Bave access to sufficienl ‘abour?  Are thoy [rom FL
Meburay Ardoe or elscwhere? Pleuse provide us wilh all iflroation vour hava o
respect of the huild out scenario. Do Mr Cheng, M Horwoed or My Kadyloe reeetve
payment for servives as pat of the build oul seenurio? Dhoes anyane related ta thom
peeeive remuneration?

What are the cirewnslances w which Fto Mehlnray o other securcd mvestors have
been paid? Who paid tham? Has Mr Prasow been speeifically advised af his client’s
rights to advance g Proo: of Claim? If net why not?

How mid the Receiver of Inteem determine 1o subordinate the int=resis of lennix and
Cooke, snd olper investors, 10 the interests of the povate investors sed hose
assoctatad wilh the Carling Group?

What consideratlions were taken by the Recctver 10 avoid condlicrs in his capaciiy as
an Ipspectos and what considerutions was the Courl advised of before the May 23,
2007 Crdes? Hony has i met Lhal obligation aftee the Order and what sufcguards have

been pul in place?

Why has the Inspoctor not pursued the Uariing Group and 118 principals to detenmine
whone wenies sdvanced cave gone?



(c}

(s)

{1}

{u}

{¥)

{w}

(%}

(¥}

(£}

{aa)

i

Why has the Court noi heen advised of the agreements thar oxist betwedr the private
investors and Danny Cheng, znd in particulsr been advised lhe specific agreement
ertered into hatween Mr Horwood and the Carling Group?

What considerstivns did the [nspectorRecciver make in delermining to prefer e
siaims of the private investors over thuse of the mvesters who vesicd in the 20
Sanpark Lands, 60 Sunpark Lands, Kicking Horse Lands and COP Lands?

Why should the Inspector be relieved of an obligation 1o hakd a meating in advance of
proceeding 1o Court to seok a Settiement Agreement?

Why has the Receiver rejected the claims of Maxine Cocke and Roy Jennix in
citcumstances where it will not wrant access o Integma’s records so that they can

prave their claim?

What at=ps has the Receiver taken to recover the antounis expended by Integra in the
Carling litigation which Mr. Justice LoVecchio made corument opon?

Why has the Receiver determined o conciude litigation upon facts it has detanmined
witheut reporting to the Court about then,

Why did tha Receiver exclude Roy Jermix and Maxine Cooks and their co unsel o
varous meelings and settlement discussions that were had? What i3 the caveat of
076866 Albers Lid, o relation wa?

Pleasz expiain the 15% equity charge against ibe Fr. McMurray fands in favour of the
Raceiver?

Please set out the considerations that have led to the canciusions offered as comment
in paragraph 13 of the Receiver’s Seventh Repost. How can this settlamnent proceed
in the face of the unresobved evidentiary 1ssues rajsed Iy the Court af Appeal and Mr.
Justice LoVechio without putting the Receiver/Inspecter in a complete conllict of
incerest and caLsing a prefereacs ta one sct of creditors over another?

Plrase explain why the Receiver has denfud Jennic and Cooke access to Imegra’s
records and whether it will oow grant them access to the reconds, particularly Justice
LoVechio™s transcripis so that they may properly establish thar Prool of Claim or
eswblish the efforts of the Receiver to secure manies owing o Integra?

We sxpert otfier guostions will arise especially in respost of the continued invalvemen: of the
Inspector. However given the questions asked, he absence of evidence In appeopriate affidavit
form, the tendering of argument on 1 day's notice, and the absence of appropriate strvice upon
the appioprizie partics. please contirmn ihat you will be adiourning the applicatior. brought unt:!
cach and every investor of [niegre has heen served with notice of this application which T expert
can procced in May, 2008 after the Reesiver t45 had appropriate discussion with these who wish



it of hine and which I expect may include reprosentatives of jnsurers at the Law Sovizlies of
Hriclsk Colurubia and Alhorta

[hank you foc your comiinued assistance in this regard.
Yours mmly,

FLEMEING LIP /
: s

i r F: v r/(é//
FEANK AMONAGHAN
Darrister pad Sdudilor

Fidld
v R Jennrsz

Crovarling
Attn: Mz Canya Frzeell

Walsh Witkens
Al R Michaz! PHlycser
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— ® Ernst & Young Inc. & Phone: (403) 290-4100
J .ERNST & }IIOUNG Ernst & Young Tower Fax:  (403) 290-4265
1000, 440 2nd Avenue S.W
Calgary, Alberta T2P 5E9

March 25, 2008

VIA COURIER

TO THE ADDRESSES ON THE ATTACHED SCHEDULE “A”

VIA REGULAR MAIL

TO THE INVESTORS AND CREDITORS OF INTEGRA INVESTMENT SERVICE
LTD., CARLING SPRINGS VILLAGE INC., AURORA RIVER TOWER INC.,

CARLING DEVELPOMENT (B.C.) INC., CARLING DEVELOPMENT INC., CARLING
FINANCIAL CORPORATION, CARLING GROUP CANADA INC.

Re: Settlement Agreement dated February 6, 2008 between Carling and Integra
(“Settlement Agreement”)

Dear Sirs

Closing of the Settlement Agreement

As you are aware, the Court approved the Settlement Agreement on February 27, 2008. An
Approval Order was granted that day and filed on March 5, 2008. The terms of the Settlement
Agreement at Article 3.1 required that Closing would take place no later than March 15, 2008.
Furthermore, paragraph 8 of the Approval Order authorized and directed the Receiver to call,
organize and convene a meeting of the Investors within 30 days of the granting of the Approval
Order (the “Investor Meeting”).

Prior to the calling the Investor Meeting, the Receiver would like to have the Transfer of the
Airdrie Lands (per Article 4 of the Settlement Agreement) completed and the Settlement
Agreement closed. The Settlement Agreement had a condition precedent at Article 8.1 (d) that
the Airdrie Purchaser or its nominee shall have obtained financing to pay the Airdrie Purchase
Price, plus adjustments. The Airdrie Purchaser has advised that they require additional time in
order to complete its financing and have advised that they expect to be in a position to close on
the Airdrie Lands in early April. In order to allow for the financing arrangements to be put in
place and to Transfer the Airdrie Lands, the Receiver and Carling have agreed to extend the
Closing in Article 3.1 (of the Settlement Agreement) to April 15, 2008.

A member of Ernst & Young Global
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— ® Ernst & Young Inc. & Phone: (403) 290-4100
J .ERNST & }IIOUNG Ernst & Young Tower Fax:  (403) 290-4265
1000, 440 2nd Avenue S.W
Calgary, Alberta T2P 5E9

Investor Meeting

Upon the completion of the Transfer of the Airdrie Lands and the closing of the Settlement
Agreement, the Receiver will convene a meeting of Investors for the purposes of:

a) providing a general update on the Integra Receivership and Carling Inspectorship
proceedings and discussing the Reports filed in those proceedings; and
b) constituting the Investor’s Committee.
Based on the amended time line to allow the Airdrie Lands to be transferred, the Receiver

expects that the notice for calling the Investor Meeting will be sent out in mid-April and the
meeting with take place in early to mid May.

The Receiver’s counsel will be seeking the necessary Court approval to amend paragraph 8 of
the Approval Order to allow for the revised time lines.

Fort McMurray Lands - update

Mr. Cheng has advised the Receiver that the process of re-issuing the building/development
permit for the Fort McMurray Lands will take approximately four months. As a result, the
earliest that construction could begin on the Fort McMurray Lands will be late summer 2008.

In addition, the Receiver understands that the outstanding property taxes on the Fort McMurray
Lands were paid on March 17, 2008.

If you have any questions or concerns, please contact Mr. Deryck Helkaa of our offices at (403)
206-5381

Yours very truly,

ERNST & YOUNG INC.

In its capacity as Court appointed Receiver of

Integra Investment Service Ltd., Aurora River Tower Inc.,
Carling Springs Village Inc. and Carling Development (B.C.) Inc.
and not in it’s personal capacity.

Neil Narfason CA#CIRP, CBV

Encl.

A member of Ernst & Young Global
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