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AFFIDAVIT OF RON AITKENS

Sworn on January |2, 2012

I, Ron Aitkens, of the City of Lethbridge, in the Province of Alberta, Businessman, SWEAR AND SAY
THAT:

1. I am the sole director of each of Airdrie Capital Corporation (“ACC™) and Airdrie Country
Estates Inc. (“ACE"), and a director of Legacy Communities Inc. (“Legacy™) (ACC, ACE and
Legacy are sometimes collectively referred to herein as the “Applicants™) and have been a



director of these corporations since their inception in 2005 and 2006, As such, 1 have personal
knowl‘edge of the matters and facts hereinafter deposed to except where stated to be based on

information and belief, and where so stated, I vérily believe the same to be true,

I have previously swom an Affidavit dated December 20, 2011 in these proceedings (the
“December Affidavit™). All capitalized terms not defined herein are as defined in the December
Affidavit.

ACC, ACE and Legacy obtained an Initial Order on December 21, 2011 (the “Initial Order”)
pursuant to the CCAA, which was granted by Justice B.E.C. Romaine of the Alberta Court of

Queen’s Bench.

Legacy Update

4.

On or about December 22, 2011, Legacy issued correspondence to each of its 1,476 investors
advising that Legacy had sought creditor protection pursuanf to the CCAA. Attached hereto and
marked as Exhibit “A” is a copy of the Notice to the Legacy bondholders,

Shortly after the Initial Order was granted, Legacy formally engaged the services of two real
estate professionals with significant experience in bare-land development projects in Alberta,
David Murphy, president of Foxbridge Group of Companies, has over 25 years of commercial
real estate experience, and provides multi-phased project management, project restructuring,
property management and investment services in the commercial real estate market in Alberta
and British Columbia. Noel Winter, president of Winman Ltd. of Calgary, Alberta has over 30
years of land development experience, and provides development management, feasibility and
financing services to real estate clients in Alberta, These clients include public and privately
owned real estate investors and municipal governments., In addition, Mr, Winter is president of
Okko Communities Inc., a land development company involved in the creation of sustainable
communities. Legacy is working very closely with both Noel Winter and David Murphy
(together, the “Consultants™) to pursue practical development strategies for the Legacy Lands that

would operate in conjunction with a plan of arrangement for the benefit of the bondholders.

With the assistance of the Consultants, Legacy is preparing a second, more fulsome report to its
bondholders. This second report will outline the specific developments that have recently
occurred with respect to the Legacy Lands as well as the potential for developmg those lands as
part ofa go-forward strategy for the company. The purpose of this second report is to ensure that



the Legacy bondholders are being updated on a regular basis with respect to the CCAA
proceedings and the progress made on the Legacy Lands. Legacy anticipates that this report will
be issued to its bondholders on or about January 16, 2012,

7. As outlined in my December Affidavit, the M.D. of Rockyview, now referred to as Rocky View
County (the “County™), has invited certain selected land owners and or developers to submit
concept plans for their respective land holdings, in order to develop a plan for future development
along the Highway & corridor where the Legacy Lands are situated. Prior to the application for
the Initial Order, Legacy met with the County and confirmed its intention to submit a concept
plan.

8. Subsequent to the meeting with the County, Scheffer Andrew Engineering and ERW Planning
Consultants, engineering and planning consultants that are active in the Highway 8 plan area,
have been retained to assist Legacy with its development concept plan. Legacy anticipates
submitting its concept plan to the County by March 1,2012. With approval of a concept plan by
the County, Legacy believes that Legacy Lands will increase significantly in value and aftract

residential real estate developers to the project.

9. Following filing of the development concept plan, Legacy anticipates preparing a land sales
package for presentation to the development industry with opportunities including a sale or joint
venture development project on all or part of the Legacy Lands, or a sale of the Option Lands
and/or the Purchased Lands separately.

10, In addition to the steps taken toward the development of the Legacy Lands, Legacy is actively
reviewing the various options available to restructure its business and obtain financing for both a
short term development and/or sale strategy and alternatively, if that proves not to be achievable,
a longer term hold strategy which would allow for the preservation of bondholder value. Once it
has fully explored and evaluated the financing and other altematives available to it, Legacy
expects to be in a position to complete and present a plan to its creditors. The Consultants

estimate that this process will require, in total, approximately 3 months to complete,
Airdrie Update

11. On or about December 22, 2011, ACC issued correspondence to each of its 679 investors
advising that ACC and ACE had sought creditor protection pursuant to the CCAA. Attached
hereto and marked as Exhibit “B” is a copy of the Notice to the ACC bondholders,



12.

13.

14,

ACC and ACE have been working with the Consultants to develop strategies to maximize the
value of the Airdrie Lands, for the benefit of the bondholders. The Airdrie Lands are in a much
earlier stage of development than the Legacy Lands. Based on the advice of the Consultants,
ACC and ACE believe that it is unlikely that the Airdrie Lands could either be developed or sold
en bloc at a reasonable price in the near to medium term, Therefore, ACC and ACE are currently
exploring avenues for refinancing which would allow ACC and ACE to pursue a “hold” strategy
over the course of the estimated 3 to 4 year period rcquired before the property could be
developed.

With the assistance of the Consultants, ACC and ACE are preparing a second, more fulsome
report to its bondholders. This second report will outline the various go-forward strategies
identified by the Consultants for the Airdrie Lands, The purpose of this second report is to ensure
that the Airdrie bondholders are being ﬁpdated on a regular basis with respect to the CCAA
proceedings and the progress made on the Airdrie Lands. ACC and ACE anticipate that this
report will be issued on or about January 16, 2012.

-ACC and ACE are exploring long-term financing options with respect to the Airdrie Lands which

must be evaluated and finalized before a plan can be prepared and presented to creditors. Once
they have fully explored and evaluated the financing alternatives available, ACC and ACE expect
to be in a position to complete and present a plan to their creditors. The Consultants estimate that

this process will require, in total approximately 3 months to complete.

Cash Flows and Extension of DIP Financing

15.

16.

In conjunction with the Initial Application, ACC and ACE (jointly) and Legacy each obtained a
DIP facility from Harvest Capital Management Inc. (the “DIP Lender™) in the amount of
$125,000 (the “Initial DIP™). Attached hereto and marked together as Exhibit “C” are cash flow
statements for the Applicants comparing budgetcd cash flows for the period from December 21,
2011 to Jamuary 31, 2012, with actual cash flows to January 13, 2012, prepared with the
assistance of the Monitor.

Because of the work and expense associated with the ongoing development of the Legacy Lands,
it is forecast that Legacy will require more funding over the course of the next three months than
ACC and ACE jointly. Attached hereto and marked as Exhibit “D” is a copy of the cash flow
forecasts for the Applicants, covering the period from January 14, 2012 to April 30, 2012,
prepared with the assistance of the Monitor.



17. Pursuant to those cash flow forecasts, it is anticipated that up to and including April 30, 2012,
Legacy will require additional DIP financing in the amount of $275,000 while ACC and ACE
~ jointly, will require additional DIP financing in the amount of $200,000.

18. The Applicants have made arrangements with the DIP Lender to provide ACC and ACE (jointly)
and Legacy with the required additional DIP financing,

19. As a result of the increase in the DIP facility, the Applicants are requesting that the Court increase
the DIP charge with respect to Legacy from $200,000 to $400,000, and with respect to ACC and
ACE jointly, from $200,000 to $325;000.

Extension of Stay Period

20, The Applicants have been working diligently and in good faith with their various advisors toward
developing plans for presentation to their creditors and therefore seek an extension of the stay
period granted in the Initial Order up to and including April 17, 2012.

Relief Requested
21. I make this Affidavit in support of an Order:

(a) extending the stay period up to and including April 17, 2012;
®) approving the granting of additional DIP financing as described in paragraph 17; and

(c) amending paragraphs 31 and 37 of the Initial Order to increase the Legacy DIP charge
from $200,000 to $400,000 and to increase the ACE/ACC DIP charge from $200,000 to

$325,000.

RON A‘{T NS U/

SWORN BEFORE ME at Calgary, Alberta,
this ; &_day of January, 2012,

Ol e

Commissioner for Oaths in and for the
Province of Alberta

BRIAN E. SILVER

Barrister and Solicitor
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Legacy Communities Inc. December 22", 2011

Dear Investor,

We are writing to advise you of a significant event that took place on December 21, 2011 regarding
Legacy Communities Inc. {the "Company")

“After much consultation and deliberation, we have decided to apply to the court for protection to allow
us to restructure our activities in an orderly fashion in the best long-term interests of the Company and
all of its stakeholders," said Ron Aitkens, who is the President of the company. "The CCAA application
enables Management to take measures to enhance the balance sheet of the Company with the goal of
moving the Company forward with the most favorable outcome possible for Bondholders and other
stakeholders, We have a good team in place to make this happen."

The Company successfully filed under the CCAA for permission to come up with a restructuring or
reorganization plan that would give it time to rearrange its affairs so that it can keep operating. During
the CCAA process, creditors are not allowed to take any action to collect money owed to them.

Ernst and Young Inc. ("EY") is the proposed Court-Appointed Monitor that will oversee the proceeding
under the CCAA (the "Monitor"). EY will periodically post the applications to the Court as well as the

orders issued by the Court on its website at www.ey.com/ca/legacyandairdrie

Several key points to consider are as follows:
* CCAAls not bankruptcy. CCAA's purpose is to avoid bankruptcy,

e CCAA provides a transparent and manitored process of restructure to permit the company to
put forward its best go-forward business plan for consideration (and vote} by creditors.

* The Monitor is appointed as an agent of the Court who works on behalf of all stakeholders and
follows a rigorous and purposefully laid out path that has time sensitive milestones so that the
CCAA protectian remains in'place for as short-a time as possible.

s The main purpose of the CCAA is to enable financially distressed companies to avoid bankruptey
or foreclosure or seizure of assets while maximizing returns for their creditors and preserving
both jobs and the company's value as a functioning business. CCAA proceedings are carried out
under the supervision of the Court.

Additional information, including how bondholders and creditors can contact the Company, will be
provided to you within the next 2 days.

While two other single purpose companies within the Harvest Group, Airdrie Capital Corp. & Airdrie
Country Estates Inc., has also filed today for Protection under CCAA. This Company's CCAA filing relates
solely to the operations of Legacy Communities Inc. and does not affect any of the other Harvest Group
Companies which are independent entities and distinct from the Company. A

, This Is Exhibit® '
About Legacy Communities Inc. referred to In the Affidavit of
Legacy Communities Inc. is a single purpose company that owns a real estate development property RO(\ l ens
{plus an option agreement on an adjacent property,} located in Rockyview County, just west of %%%?ﬁ‘before me this_{2-

day of D, 2012

Y/Y)
A Commissiaonar for
Oaths in and for the
Province of Alberta

BRIAN E. SiLveEr

Barrister ang Selicitor




Airdrie Capital Corp. December 22", 2011
Airdrie Country Estates inc.

Dear Investor,

We are writing to advise you of a significant event that took place on December 21, 2011 regarding
Airdrie Capital Corp. and Alrdrie Country Estates Inc. {the "Companies")

“After much consultation and deliberation, we have decided to apply to the court for protection to allow
us to restructure our activities in an orderly fashion in the best long-term interests of the Companies
and all of its stakeholders," said Ron Aitkens, who Is the President of the company. “The CCAA
application enables Management to take measures to enhance the balance sheet of the Company with
the goal of moving the Companies forward with the most favorable outcome possible for Bondholders
and other stakeholders, We have a good team in place to make this happen."

The Companles successfully filed under the CCAA for permission to come up with a restructuring or
reorganization plan that would provide time to rearrange their affairs so that they can keep operating.
During the CCAA process, creditors are not allowed to take any action to collect money owed to them.

Ernst and Young Inc. (“EY") is the proposed Court-Appointed Monitor that will oversee the proceeding
under the CCAA (the "Monitor"}. EY will periodically post the applications to the Court as well as the
orders issued by the Court on its website at www,ey.com/ca/legacyandairdrie

Several key points to consider are as follows:
e CCAAis not bankruptcy. CCAA's purpose is to avoid bankruptcy,

¢ CCAA provides a transparent and monitored process of restructure to permit the campany to
put forward its best go-forward business pian for consideration (and vote) by creditors.

¢ The Monitor is appointed-as an agent of the Court who works on behalf of all stakeholders and
follows a rigorous and purposefully laid out path that has time sensitive milestones so that the
CCAA protection remains in place for as short a time as possible.

* The main purpose of the CCAA is to enable financially distressed companies to avoid bankruptcy
or foreclosure or seizure of assets while maximizing returns for their creditors and preserving
both jobs and the company's value as a functioning business. CCAA proceedings are carried out
under the supervision of the Court.

Additional information, including how bondholders and creditors can contact the Companies, will be
provided to you within the next 2 days.

While one other single purpose company within the Harvest Group, Legacy Communities Inc., has also
filed today for Protection under CCAA, this Company's CCAA filing relates solely to the operations of
Airdrie Capital Corp. and does not affect any of the other Harvest Group Companies which are

independent entities and distinct from the Company. This Is Exhibit* B »
) ) ) referred to in the Affidavit of
About Airdrie Capital Corp. & Airdrie Country Estates Inc. é o ‘ A¢ !

Airdrie Capital Corp. Is a single purpose company that financed a real estate development prop
owned by Airdrie Country Estates inc. The property is located in Airdrie, Alberta.
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Legacy Legacy Legacy Alrdrie Alrdrie Alrdrie
Communities Communiti {Note 1) {Note 1}
fnc. es Inc,
BUDGET ACTUAL  Varlance BUDGET ACTUAL Varlance
Cash flow Forecast . Dec. 21/11-  Dec. 211 - Dec.21/11-  Dec. 21/11 -
$C Notes Jan. 3112 Jan. 1312 Jan. 31112 Jan. 13412
RECEIPTS 2
Debtor-In-possession financing 3 $ 126,000 § 125000 $ - § 125000 § 125000 § -
GST collected 4 - M
Total receipts 125,000 125,000 - 125,000 125,000 -
DISBURSEMENTS
Management fees 1 9,247 8,247 17,075 17,076
Consulling fees -} 4,000 4,000 4,000 4,000
Property taxes 7 . - - -
Operating Expenses 8 100 100 100 100
Eyelogic fees ] 11,600 11,600 6,800 5,800
Bond interest 10 - - - -
CCAA professlonal fees 11 75.000 75,000 - 75,000 75,000 -
Total disbursements $ 99,947 § 75000 $ 24,947 $ 101,975 § 75,000 § 26,975
NET CASH FLOWS $ 25,053 § 50,000 $ 24,947 $ 23,025 $ 50,000 § 26,976
OPENING CASH $ -8 - $ - $ -8 -3 .
NET CHANGE IN CASH FLOWS 25,053 60,000 24,947 23,025 60,000 26,975
ENDING CASH $ 25,053 § 50,000 § 24,947 $ 23,025 § 50,000 § 26,975
i1 3! ns
1 “Airdrie™ is e consolidalion of Airdrie Capital Corporation and Alrdrie Country Estates inc,
2 Legacy Communitles and Alrdrie have no operaling revenues
3 Debtor-n-possession financing provided by Harvest Capltal Management in¢.
4 GST collactions bassd an prior three months' sash expenditures
5 fees per the respective Offering of Legacy and Alrdrie for the 42 day period
& Consulting fees relate lo engagement antered into with Okko G ities Inc. and Foxb Group
7 No property laxes are payable during the forecast period
8  Operaling expenses are based on historical results and as such none are forecast
9  Eyeloglc lees relate to administration services

10 Band interest wil not be pald during the forecast

-
-

Estimated professional feis

Trists Exhibit* &
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Legacy Communities Inc.

Airdrie (Note 1)

Cash flow Forecast Jan. 1412- Mar. 1-Mar. Apr. 1-Agpr. Jan. 14/12- Mar. 1-Mar. Apr, 1-Apr.
$C Notes Jan, 3112  Feb.1-28/12 3112 30112 Total Jan. 3112 Feb.1-20/12 3112 3012 Total
RECEIPTS 2
Debtor-in-possession financing 3 3 200,000 75,000 $ 275,000 $ - 100,000 75,000 25,000 $ 200,000
GST collected 4 by - = -
Total receipts 200,000 75,000 - 275,000 - 100,000 75,000 25,000 200,000
DISBURSEMENTS
Management fees S 6,667 6,667 6,667 6,667 26,667 12,311 12,311 12,311 12,311 49,244
Consuiting fees 6 4,000 4,000 4,000 4,000 16,000 4,000 4,000 4,000 4,000 16,000
Property taxes 7 - - - -
Operating Expenses 8 100 100 100 100 400 - 100 100 100 100 400
Eyelogic fees 9 8,333 8,333 8,333 8,333 33,333 4,167 4167 4,167 4,167 16,667
Development costs 10 : - 100,000 - - 100,000 - 25,000 - - 25,000
CCAA professional fees " 25,000 50,000 25,000 25,000 125,000 25,000 50,000 25,000 25,000 125,000
Total disbursements K3 44,100 $ 169,100 $ 44,100 5 44,100 S 301,400 $ 45578 § 95578 § 45578 § 45578 $ 232311
NET CASH FLOWS $ (44,100) $ 30,900 $§ 30,900 $ (44,100) S (26,400) S (45578) $ 4,422 § 29,422 $ (20,578) § (32,311)
OPENING CASH $ 50,000 $ 5800 $ 36,800 $ 67700 $ 50,000 $ 50000 § 4422 $ 8845 § 38267 $ 50,000
NET CHANGE IN CASH FLOWS (44,100} 30,800 30,800 (44,100) {26.400) (45.578) 4422 20,422 (20,578) (32,311)
ENDING CASH g 5900 $ 36800 $§ 67700 $ 23600 $ 23,600 $ 4422 $ 8845 § 38267 § 17689 $ 17,689
es and tons

1 “Airdrie™ is a consolidation of Airdrip Capltat Corporation and Airdria Country Estates Inc.

2 Legacy Communities and Airdrie have no operaling revenuss

3 ' Debtors p by Harvest Capital Management Inc.

4  GST coliactions based on prior thra months® cash expendilures

$  Management fees per the Offering & of Legacy and Alrdris for the 42 day period

g C ing fees relate to sntered into with Okko C ities Inc. and Foxbridge Group

7 No property laxes are payabie during the forecast pericd

8 O ing exp are based on historical resulls and as such none are forecast

9 Eyelogic foes relate to administration services

10 Develpoment costs consist of

11 Estimated professional fees

This is Exhibit* E 2 »
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