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INTRODUCTION

L.

o

On August 24, 2012, Liberty Crossing Limited Partnership (“Liberty LP”) and Liberty
Crossing General Partner Inc. (“Liberty GP™) (collectively “Liberty Crossing”), Rocky
View Capital Corp. (“Rocky View Capital”) and Rocky View Estates Corp. (“Rocky
View Estates™) (collectively “Rocky View™), Spruce Ridge Capital Inc. (“Spruce
Ridge Capital”) and Spruce Ridge Estates Inc. (“Spruce Ridge Estates”) (collectively
“Spruce Ridge”), and Stoney View Capital Inc. (“Stoney View Capital”) and Stoney
View Crossing Inc. (“Stoney View Crossing”) (collectively “Stoney View”) sought
and obtained protection from their creditors under the Companies’ Creditors
Arrangement Act, R.S.C. 1985 c. C-36, as amended, (the “CCAA™) pursuant to an

order of this Honourable Court (the “Initial Order”).

Collectively, Liberty Crossing, Rocky View, Spruce Ridge and Stoney View are

sometimes referred to as the “Companies” or the “Debtors”.

Pursuant to the Initial Order, Emst & Young Inc. was appointed monitor of the

Companies (the “Monitor”).

Pursuant to an order of this Honourable Court dated August 24, 2012, BTM Advisory
Services Inc. ("BTM”) was appointed the Chief Restructuring Officer (“CRO”) of the

Companies.

The purpose of this second report (the “Second Report”) of the Monitor is to provide

this Honourable Court with:

a) The Monitor’s analysis of the sources and uses of funds (“SUF”) for

Rocky View, Spruce Ridge and Stoney View;

b) The plans of arrangement (the “Plans™) filed in these CCAA Proceedings
by Rocky View, Spruce Ridge and Stoney View;

¢) The Monitor’s analysis of the Plans;



d)
e)
f)
g)
h)
i)
6.
7.
BACKGROUND
8.

The process for appointing interim directors (“Interim Directors™) for
Rocky View, Spruce Ridge and Stoney View (the “Directors Solicitation

Process™):
An restructuring update for Liberty Crossing;

The forecast to actual cash flow results for the companies for the period of

September 20, 2012 to December 7, 2012 (the “Reporting Period”);

The cash flow forecasts (the “Forecasts”) from December 8, 2012 to
February 28, 2013 for Rocky View, Spruce Ridge and Stoney View (the
“Forecast Period”) and December 8, 2012 to April 30, 2013 for Liberty

Crossing (the “Liberty Crossing Forecast Period”);
The Debtors’ request for an extension of the Stay Period; and

The Monitor’s recommendations.

Capitalized terms not defined in this Second Report are as defined in the Initial Order.

All references to dollars are in Canadian currency unless otherwise noted.

Background for the Debtors together with other information regarding these CCAA

proceedings, have been posted by the Monitor on its website at:

www.ey.com/ca/foundationgroup.

TERMS OF REFERENCE

9.

In preparing this Second Report, the Monitor has relied upon unaudited financial

information, company records and discussions with the CRO of the Company. The

Monitor has not performed an audit, review or other verification of such information.

An examination of the financial forecast as outlined in the Canadian Institute of

Chartered Accountants Handbook has not been performed. Future orientated financial

information relied upon in this report is based on management’s assumptions regarding



future events and actual results achieved will vary from this information and the

variations may be material.

SOURCES & USES OF FUNDS SCOPE

10.

1.

13.

The CRO has reviewed the bank statements, cancelled cheques, deposit books and
other source documents to determine the sources and uses of funds since the inception

of Rocky View, Spruce Ridge and Stoney View.

Based on the review of the source documentation and with the assistance of
management, the CRO classified each transaction into categories including: funds

raised, investments, operating costs, and payments to affiliated entities.

The Monitor then reviewed the respective offering memoranda (“OM”) and formed
expectations regarding the expected use of the capital raised through each OM. The
actual receipts and disbursements flowing through the entities were then compared to

those expectations.

Where variances were noted, additional information has been requested which may
change the classification of certain transactions and the results of the SUF analysis
presented below. The Rocky View, Spruce Ridge and Stoney View SUF’s are
substantially complete and are based both on underlying records/documentation and on

the information provided by management and reviewed to date.

ROCKY VIEW SUF

14.

The Rocky View project raised approximately $18 million from approximately 700
investors through the Rocky View OM. The funds raised were to be used to purchase a
150 acre parcel of land located in Rocky View County, adjacent to the boundary of the

City of Airdrie (“Rocky View Lands”).

The Monitor’s SUF analysis is provided as Appendix “A”. A high level summary of

the Rocky View SUF is outlined below:



Combined Rocky View Capital and Rocky View Estates Analysis
October 1, 2007 - July 31, 2012
(3Cdn, Unaudited)
Cash Inflows $ 17,994,155
Cash Outflows
Purchase of Land 15,625,000
Issuanace fees 113,705
Operating and administration fees 2,145,505
Net Cash Inflows/(Outflows) $ 109,945
Overview
16. Based on the SUF analysis, the Monitor expected approximately $173,000 more in

Rocky View’s bank account compared to actual ending balance. The variance is
primarily related to higher than expected land purchase costs of $625,000 and higher
than expected KMC Capital Inc. (“KMC™) fees of approximately $28,000, partially
offset by lower than expected management fees of approximately $426,000,

commissions ot approximately $27,000 and Eyelogic fees of $18,000.

Receipts and Disbursements

7.

[8.

19.

Net funds received by Rocky View from investors after administrative and

commissions total approximately $17.9 million.

The Rocky View Lands were purchased from 1277169 Alberta Ltd. (a related entity)
for $15.6 million. The Rocky View Lands were purchased for $625,000 more than
disclosed on the OM. Ron Aitkens has advised that the discrepancy off sets the under

payment of management fees discussed further below.

Commissions represent 10% of the capital raised. The variance indicates that

commissions were underpaid by approximately $27,000.

Management fees paid to affiliated entities were less than expected by approximately
5426,000. Expected management fees are calculated as 1% per year of total capital

raised under the OM. The Monitor reviewed the Rocky View Management Agreement



and confirmed that in addition to the 1% fee, Rocky View was to reimburse costs

incurred for services provided by management.

SPRUCE RIDGE SUF

21 The Spruce Ridge project raised approximately $49.2 million from approximately
2000 investors through the Spruce Ridge OM. The funds raised were to be used to
purchase seven parcels of land, totalling 923 acres in the M.D of Foothills, located 8

kilometres southwest of the City of Calgary boundary (“Spruce Ridge Lands”).

22.  The Monitor’s SUF analysis is provided as Appendix “B”. A high level summary of
the Spruce Ridge SUF is outlined below:
Combined Spruce Ridge Capital and Spruce Ridge Estates Analysis
October 1,2007 - August 24,2012
{$Cdn, Unaudited)
Cash Inflows
Capital raised S 49,227 440
Intercompany advances 1,190,466
Miscellaneous Income 14,639
5 50,432,545
Cash Outflows
Purchase of Land $ 42,661,500
Land development costs 1,725,161
Operating and administration fees 5,702,961
Intercompany Advances 340,000
$ 50,429,622
Net Cash Inflows/(Outflows) $ 2,923
Overview

23. Based on the SUF analysis, the Monitor expected approximately $943,000 more in
Spruce Ridge’s bank account compared to actual ending balance. The variance is

primarily related to the following:

a) Lower than expected management fees of approximately $812,000;
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b) Lower than expected KMC fees of approximately $30,000;

¢)  Lower than expected commissions of approximately $13.,000;
d)  Unexpected intercompany loans received of $1.2 million;

¢) Higher than expected development costs of $1.7 million:

t)  Unexpected Intercompany advances paid of $340,000; and

g) Higher than expected marketing cost of $53,000.

Receipts and Disbursements

[\
AN

Net funds received by Spruce Ridge from investors after administrative and

commissions total approximately $49.2 million.

Spruce Ridge received intercompany advances of approximately $1.2 million from
related entities. These advances represent claims against Spruce Ridge and will be
dealt with under the Spruce Ridge Plan in the same manner as other unsecured claims

(which include bondholder claims).

The Spruce Ridge Lands were purchased from 1330075 Alberta Ltd. (“133”) for $42.7
million. As disclosed in the OM, 133 purchased these lands for $18.9 million. 133 is a

related entity and is in a separate CCAA proceeding.

Land development costs were paid of approximately $1.7 million. Per the offering
memorandum, it is unclear what quantum of these expenses were to be expected,

therefore for this analysis the Monitor has assumed zero.

To determine what recoveries, if any, can be made from 1252064 Alberta Ltd. (“125™)
in relation to the $340,000 borrowed from Spruce Ridge, the Monitor will need to
determine the universe of creditors within that entity. The assets of the 125 need to be
fully ascertained, net of secured creditor claims, to allow for 125 to potentially and

develop a realization plan for those assets in order to distribute any funds to creditors.



At this point, it 1s not known when or if any recovery of these funds will be made. 125

is a related entity and is in a separate CCAA proceeding.

29, Management tees paid to affiliated entities were less than expected by approximately
$1.8 million. Expected management fees are calculated as 1% per year of total capital
raised under the OM, to a maximum of $200,000 per year. The Monitor reviewed the
Spruce Ridge Management Agreement and confirmed that in addition to the 1% fee,

Spruce Ridge was to reimburse costs incurred for services provided by management.

30. Commissions represent 10% of the capital raised. The variance indicates that

commissions were underpaid by approximately $45,000.

31. During the time the Spruce Ridge OM was being marketed, approximately $283,000

was spent by the atfiliated entities on Spruce Ridge marketing costs.

STONEY VIEW SUF

32. The Stoney View project raised approximately $31.6 million from approximately 1400
investors through the Stoney View OM. The funds raised were to be used to purchase
a 160 acre parcel of land in the City of Calgary immediately west of the town of

Chestermere (“Stoney View Lands”).

Lad
(%)

The Monitor’s SUF analysis is provided as Appendix “C”. A high level summary of
the Stoney View SUF is outlined below:

10



Combined Stoney View Capital and Stoney View Crossing Analysis
QOctober 1, 2007 - August 24, 2012
{$Cdn, Unaudited)
Cash Inflows
Capital raised $ 31,616,388
Intercompany advances 499
Miscellaneous Income 13,294
$ 31,630,181
Cash Outflows
Purchase of Land $ 23,731,684
Intercompany Advances 3,660,000
Development costs 91,940
Operating and administration costs 4,067,923
$ 31,551,547
Net Cash Inflows/(Outflows) $ 78.634
Overview
34. Based on the SUF analysis, the Monitor expected approximately $2.9 million more in

Stoney View’s bank account compared to actual ending balance.
primarily relates to approximate $3.7 million that was paid to related parties, including

1379599 Alberta Ltd. (“1377) and 125, partially offset by lower than expected

management fees of approximately $825,000.

35. 137 is a company owned 50% by Ron Aitkens. The $3.56 million removed from

Stoney View and used in 137.

Receipts and Disbursements

36. Net funds received by Stoney View from investors after administrative and

commissions total approximately $31.6 million.

37.  The Stoney View Lands were purchased from 137 for $23.7 million. As disclosed in

the OM, 137 purchased these lands for $15.25 million.

11
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40.

41.

To determine what recoveries, if any, can be made from 137 and 125 in relation to the
$3.56 million and $100,000, respectively borrowed from Stoney View, the Monitor
will need to determine the universe of creditors within these entities. The assets of the
137 and 125 need to be fully ascertained, net of secured creditor claims, to allow for
137 and 125 to potentially and develop a realization plan for those assets in order to
distribute any funds to creditors. At this point, it is not known when or if any recovery

of these funds will be made.

Management fees paid to affiliated entities were less than expected by approximately
$825,000. Expected management fees are calculated as 1% per year of total capital
raised under the OM, to a maximum of $200,000 per year. The Monitor reviewed the
Stoney View Management Agreement and confirmed that in addition to the 1% fee,

Stoney View was to reimburse costs incurred for services provided by management.

Issuance expenses paid to KMC were approximately $41,000 less than expected under

the OM.

Administration expenses of approximately $26,000 were not paid to Eyelogic as

expected under the OM.

During the time the Stoney View OM was being marketed, approximately $50,000

was spent by the atfiliated entities on Stoney View marketing costs.

ROCKY VIEW, SPRUCE RIDGE AND STONEY VIEW PLANS OF

ARRANGEMENT
Overview
43. The Rocky View, Spruce Ridge and Stoney View Plans are separate and distinct Plans

which provide for an arrangement and compromise of their respective debts. Given
that the Plans are similar in construct, timing and affect, the Monitor has provided a
joint analysis of all three Plans to avoid duplication of commentary in this Second

Report.



44.

45.

46.

47.

48.

The purpose of the Rocky View Plan is to restructure Rocky View Capital’s debt and
allow it time and financing to enable it to hold the Rocky View Lands (as defined in
the Rocky View Plan) and advance their development over a period of up to five years
following the implementation of the Rocky View Plan, with a view to maximizing
creditors’ recovery from the anticipated appreciation in value of the Rocky View

Lands.

The purpose of the Spruce Ridge Plan is to restructure Spruce Ridge Capital’s debt and
allow it time and financing to enable it to hold the Spruce Ridge Lands (as defined in
the Spruce Ridge Plan) and advance their development over a period of up to tive
years following the implementation of the Spruce Ridge Plan, with a view to
maximizing creditors’ recovery from the anticipated appreciation in value of the

Spruce Ridge Lands.

The purpose ot the Stoney View Plan is to restructure Stoney View Capital’s debt and
allow it time and financing to enable it to hold the Stoney View Lands (as defined in
the Stoney View Plan) and advance their development over a period of up to five years
following the implementation of the Stoney View Plan, with a view to maximizing
creditors’ recovery from the anticipated appreciation in value of the Stoney View

Lands.

There will also be a reorganization of each of the corporate structures of Rocky View,
Spruce Ridge and Stoney View such that the creditors (“Creditors™) will become the
only shareholders and will be entitled to exercise the normal rights of shareholders in
electing directors of Rocky View, Spruce Ridge and Stoney View and to vote on

matters of corporate significance.
The Monitor understands that under the Plans the following would take effect:

a) The Creditors will be the only sharcholders of the restructured Rocky

View, Spruce Ridge and Stoney View entities;

b) Rocky View, Spruce Ridge and Stoney View will each have a board of
Interim Directors installed on plan implementation;

13



<)

d)

£)

h)

On plan implementation the Creditors will be issued new bonds (“New
Bonds”) (non interest bearing with a maturity of December 31, 2017) and

new shares (“New Shares”) of Rocky View, Spruce Ridge or Stoney View;

The total value of the New Bonds and New Shares will total the value of

the Proven Claims (defined below);

A trust indenture will be established to govern the collective rights of the

bondholders;

The Monitor has been advised by Counsel to Rocky View, Spruce Ridge
and Stoney View the it is expected that the New Bonds and New Shares
will be RRSP cligible although the Monitor has not undertaken

independent review in this regard;

Management services, including accounting, investor relations and control
of funds, will be provided by Harvest CCAA Operations (an entity
independent from the Harvest Group and operated by the CRO) on an
interim, sixty day basis after plan implementation to allow time for the
Interim Directors to select a new manager/management firm (“New

Management”); and

Recognition of any gains or losses for tax purposes will be deferred, to the

extent legally possible, until the sale of the land.

Claims of Creditors

49, The Plans effect a compromise and arrangement of claims of the creditors of Rocky

View, Spruce Ridge and Stoney View (“Claims”). Claims as defined in the Plans

include creditors with Proven Claims and Disputed Claims (both as defined and

described below) and exclude Unaffected Claims (as defined below).

(70
)

Proven claims (“Proven Claims™) comprise claims finally determined or accepted for

voting purposes in accordance with the Claims Process Order. Proven Claims include

the claims of bondholders.

14



LA
—

Disputed claims (“Disputed Claims™) comprise claims that are not allowed or
otherwise settled in accordance with the Claims Process Order. The Disputed Claims
include all claims advanced by Mr. Ron Aitkens or entities related to Mr. Aitkens.

There are no other Disputed Claims.

Claims Process Update

A
b

53.

34.

55.

56.

A miscalculation occurred during the calculation of accrued interest for the Stoney
View Claims. The miscalculations resulted in each bondholder claim to be overstated

by approximately $100 each.

Of the 1395 Stoney View bondholders affected by the above miscalculations zero
proofs of claim were filed in this regard. The Monitor notes that a number of
bondholders did call the Monitor’s office and were advised that an updated claims

listing was published on the Monitor’s website.

The Monitor proposes that all of Stoney View bondholder claims affected by the
miscalculation be allowed to be adjusted for the correct amount. These claims are
referred to as the “Adjusted Stoney View Claims”, a schedule of which are attached as

Appendix D.

As a result of the Monitor’s continuous work on the sources and uses of fund of the
various related entities, the Monitor has identified further claims against the

Companies (the “Late Claims”).

Below is a breakdown of the Proven Claims (after taking into account the Adjusted
Stoney View Claims and the Late Claims) which will be considered the Proven Claims

cligible to vote at the Creditor’s Meetings.

Rocky View Spruce Ridge Stoney View
Bondholder Claims § 24269858 § 61.861,784 $§ 37,664,279

Third Party Claims 88,366 829,350 126,089
Late Claims 18,000 250,000 -
Disputed Claims unknown unknown unknown

$ 24376224 % 62941134 5 37,790,368

15



57. Creditors should review the listing of Proven Claims on the Monitor’s website, and if
any changes are required to the mailing addresses the Creditors should notity the

Monitor immediately.
Unaffected Claims
S8. Unaffected claims include:

a) Amounts secured by the Administration Charge, the Directors’ Charge and

the DIP Charge;
b) Post Filing Claims (i.e. claims that arose after the Initial Order);
¢) Certain Claims of the Crown (as described in the Plans);
d) Claims relating to municipal real property taxes and public utilities;

¢) Claims in respect of and licenses, franchises, consents, approvals,
variances, exemptions, and other authorization issued by or from and

Government Authority; and

f) That portion of a Claims arising from a cause of action for which Rocky
View, Spruce Ridge or Stoney View are covered by insurance, but only to

the extent of such insurance coverage.
Classes
59. The Plans contemplates a single class of Creditors.
The Proposed Creditors’ Meeting Order

60. Rocky View, Spruce Ridge and Stoney View are seeking Court approval of a proposed
Creditors’ Meeting Order (the “CMO”). The CMO proposes, inter alia:

a) The Creditors’ Meetings shall be held on Monday, January 28, 2013 at the
Radisson Hotel Calgary Airport, 2120 - 16" Avenue N.E., Calgary,

16



b)

d)

Alberta, at 9:00 a.m. (Calgary time) tor Rocky View, 11:00 a.m. (Calgary

time) for Spruce Ridge and at 2:00 p.m. (Calgary time) for Stoney View;

The Monitor shall act as the Chair of the Creditors” Meetings, and shall

decide all matters relating to the conduct of the Creditors’ Meetings;

The Monitor shall send, by January 4, 2013, to all Creditors who are
eligible to vote at the Meetings the following documents, including: (a) the
Plan; (b) Notice of Meeting (c) a Proxy; (d) a copy of the Monitor's Report
on the Plan; (¢) a copy of the Creditor’s Meeting Order; (f) the Information
Circular; and (g) a copy of the Director’s Solicitation Process (collectively,

the "Meeting Materials"); and

In the event the Plans are approved by the Required Majority of the
Creditors, Rocky View, Spruce Ridge and Stoney View may bring motions
to this Court seeking an order sanctioning their Plan (the “Final Sanction

Order™).

Distributions under the Plans

61.

63.

The Plans contemplates that the Unaffected Creditors will be paid out of the Debtor-in-
Possession Financing (“DIP Financing”). The DIP Financing outstanding at the date of
plan implementation will convert to a first mortgage on the respective lands (the “Exit

Financing”).

The New Bonds and New Shares will be issued as soon as reasonably practicable after

plan implementation.

A statement of holding for the New Bonds and New Shares will be mailed to the
Creditors at their last known address, and for RRSP investors the address of the trustee
for the registered plan (i.e. Olympia). Unclaimed distributions will be discharged and

forever barred if unclaimed for six months after plan implementation.

17



Voting

64.

65.

66.

The only persons entitled to vote on the Plans are Creditors with a Proven Claims.
Disputed Claims will become Proven Claims to the extent they are proven or allowed

betore the Creditors” Meetings.

Creditors with Disputed Claims as at that date are able to vote only the portion of the
Claim that has been accepted for voting purposes. Creditors with Disputed Claims
shall have their voting intentions with respect to the disputed amounts recorded by the

Monitor and reported to the Court.

Each Creditor having a Proven Claim shall be entitled to attend and vote at the
Creditors’ Meetings. For the purposes of calculating the majority component of the
Required Majority (as defined in the Plans), each Creditor who actually votes (in
person or by proxy) shall be entitled to one vote. For purposes of calculating the value
component of the Required Majority, each Creditor who is entitled to vote shall be
entitled to one vote at the Creditors” Meetings for each $1.00 of such Creditors’

Proven Claim as determined in accordance with the Claims Process Order.

Conditions Precedent to Implementation of the Plans

67.

The implementation of the Plans is subject to the following conditions precedent:
a) The Exit Financing agreement shall be executed and registered;

b) The Plans shall be approved by the Required Majority of Creditors (being

50% plus one in number voting and 66 2/3 in value voting);

¢) The Final Sanction Order shall have been granted by this Honourable
Court;

d) All applicable governmental, regulatory and judicial consents, orders and
any and all filings with all governmental authorities and other regulatory

authorities having jurisdiction, in each case to the etfect deemed necessary



or desirable by Rocky View, Spruce Ridge and Stoney View shall have

been obtained; and

¢) The Exit Financing along with the statement of holdings for the New
Bonds and the New Shares attributable to each Creditor with a Proven
Claim shall have been deposited with the Monitor and redistributed

accordingly.

Plan Implementation

68.

Based on the timing of the Creditors’ Meetings, the Monitor expects that the Plans will
be implemented in February 2013, with the distribution of the new securities shortly

thereatter.

MONITOR’S ANALYSIS OF THE PLANS

Overview

69.

70.

71.

Rocky View, Spruce Ridge and Stoney View’s CRO has indicated that there are no
other viable options available to restructure other than that proposed in the Plans and
that the only other alternative would be a formal liquidation either under the
Bankruptcy and Insolvency Act or through a judicial sale of the lands. The Monitor is
also of the view that there are no other viable restructuring options under the

circumstances.

In the CRO’s view, a liquidation scenario would greatly reduce and adversely atfect

any anticipated recovery for the Creditors.

A condition of the Plans is that Creditors must approve the Plans by a majority in
number and two-thirds in value of the creditors present either by proxy or by person,
and the Plans must be accepted and approved by the Court. If the Plans are not

accepted by the Creditors, the likely result would be liquidation.

19



Creditor Analysis
Rocky View Plan

72, The table below summarizes the range of recoveries estimated under the Rocky View

Plan and the recoveries under a liquidation scenario:

Rocky View Capital Corp. & Rocky View Estates Corp.
Ligidation Analysis

Plan Liquidation
Notes High Low High Low
Distributable Funds
[.and Proceeds a 6,000,000 5,250,000 3,250,000 4,500,000
Net Proceeds 6,000,000 5,250,000 5,250,000 4,500,000

Total Distributable Funds b 6,000,000 5,250,000 5,516,451 4,728,386

Secured Charges

ist Mortgage repayment v 800,000 800,000 - -

DIP Financing repayment d - - 500,000 500,000

Administration Charge e - - 125,000 125,000

Selling Costs f 205,000 182,500 182,500 160,000
Total Secured Charges 1,005,000 982,500 807,500 785,000
Available to Creditors : 4,995,000 4,267,500 4,708,951 3,943,386
Claims ‘

Proven Claims 24,376,224  24.376,22 24,376,224 24,376,224
Total Claims 24,376,224 24,376,224 24,376,224 24,376,224
Recovery 20% 18% 19% 16%
Mid point 19% 18%

73, The notes and assumptions to the estimated recoveries under the Rocky View Plan and

liquidation scenario are summarized below:

a) Land proceeds under the liquidation scenario are based on the values in the
current appraisals and under the Rocky View Plan are based on estimates,
provided by Rocky View’s real estate consultant, of the projected land
values after the proposed holding period. No independent appraisals of the

Plan values are available;




74.

75.

76.

b) Total distributable funds takes into account the time value of money under
the liquidation scenario, assuming a 2% return and that it would take six

months to sell the land;

¢) I’ Mortgage payout assumes all interest and fees have been paid under the

current terms of the financing agreement;

d) DIP Financing assumes all interest and fees have been paid under the

current terms of the Exit Financing agreement;

¢) Administration Charge is the maximum approved by the court, but it is
expected that total unpaid professional fees will be less than this amount;

and

f)  Selling costs are assumed at 3% of selling costs plus $25,000 for brochure

and marketing documents.

The Monitor’s above analysis of the recoveries to the Creditors indicates that under the
Rocky View Plan, Creditors could receive between 18% and 21% of their respective
claims. Under the liquidation scenario, the estimated recoveries would be reduced to
16% and 19%. The variance between the Rocky View Plan recoveries and the
liquidation scenario relates to the potential for increased land values over the holding
period. Under the Plan scenario actual recoveries may vary materially from the
foregoing if land values do not increase as anticipated by the Companies' management

and consultants.

Even if the Rocky View Lands are likely sold soon after implementation of the Rocky
View Plan, the Monitor considers the Rocky View Plan to be superior to liquidation
under the CCAA or other formal insolvency proceeding as under the Rocky View Plan
the Rocky View Lands would be sold under an ordinary course land sale environment

rather than under a court supervised liquidation process.

The Monitor notes that the liquidation analysis above for Rocky View does not

encompass the dilutive effect of any Disputed Claims and Late Claims becoming
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Proven Claims as the Monitor is unable to assess the likelihood of the Disputed Claims

becoming proven Claims at this time.

77. The Monitor recommends the approval of the Rocky View Plan.

Spruce Ridge Plan

78 The table below summarizes the range of recoveries estimated under the Spruce Ridge

Plan and the recoveries under a liquidation scenario:

Spruce Ridge Capital Inc. & Spruce Ridge Estates Inc.
Ligidation Analysis
Plan Liguidation
Notes High Low High Low

Distributable Funds

Land Proceeds a 16,645,860 12,022,010 12,022,010 9,247,700
Net Proceeds 16,645,860 12,022,010 12,022,010 9,247,700
Total Distributable Funds b 16,645,860 12,022,010 12,632,157 9,717,044
Secured Charges

Ist Mortgage repayment c 500,000 500,000 - -

DIP Financing repayment d - - 500,000 500,000

Administration Charge e - - 125,000 125,000

Selling Costs £ 524,376 385,660 385,660 302,431
Total Secured Charges 1,024,376 885,660 1,010,660 927,431
Available to Creditors 15,621,484 11,136,350 11,621,497 8,789,613
Claims

Proven Claims 62,941,134 62,941,134 62,941,134 62,941,134
Total Claims 62,941,134 62,941,134 62,941,134 62,941,134
Recovery 25% 18% 18% 14%
Mid point 21% 16%

79. The notes and assumptions to the estimated recoveries under the Spruce Ridge Plan

and liquidation scenario are summarized below:

a) Land proceeds under the liquidation scenario are based on the values in the
current appraisals and under the Spruce Ridge Plan are based on estimates,

provided by Spruce Ridge’s real estate consultant, of the projected land
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30.

81.

values after the proposed holding period. No independent appraisals of the

Plan values are available;

b) Until a fulsome claims process and realization strategy is in place for 125,
it is unknown at this point what the realization would be on the 125 inter-

company loan;

¢) Total distributable funds takes into account the time value of money under
the liquidation scenario, assuming a 2% return and that it would take six

months to sell the land;

d) 1" Mortgage payout assumes all interest and fees have been paid under the

current terms of the financing agreement;

¢) DIP Financing assumes all interest and fees have been paid under the

current terms of the Exit Financing agreement;

f)  Administration Charge is the maximum approved by the court, but it is
expected that total unpaid professional fees will be less than this amount;

and

g) Selling costs are assumed at 3% of selling costs plus $25,000 for brochure

and marketing documents.

The Monitor’s above analysis of the recoveries to the Creditors indicates that under the
Spruce Ridge Plan, Creditors could receive between 18% and 25% of their respective
claims. Under the liquidation scenario, the estimated recoveries would be reduced to
14% and 19%. The variance between the Spruce Ridge Plan recoveries and the
liquidation scenario relates to the potential for increased land values over the holding
period. Under the Plan scenario actual recoveries may vary materially from the
foregoing if land values do not increase as anticipated by the Companies’' management

and consultants.

The recoveries under the Spruce Ridge Plan assume that the assets will be held for the

entire five years of the New Bonds. It at any point during those five years it becomes
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advantageous to sell some or all of the assets, in order to reduce interest and other
carrying costs, it can be accomplished under the new corporate structure. If all or

substantially all of the properties are sold, then shareholder approval is required.

82, The Monitor notes that the liquidation analysis above for Spruce Ridge does not
cncompass the dilutive effect of any Disputed Claims and Late Claims becoming
Proven Claims as the Monitor is unable to assess the likelihood of the Disputed Claims

becoming proven Claims at this time.
83. The Monitor recommends the approval of the Spruce Ridge Plan.
Stoney View Plan

84. The table below summarizes the range of recoveries estimated under the Stoney View

Plan and the recoveries under a liquidation scenario:

Stoney View Capital Inc. & Stoney View Crossing Inc.
Ligidation Analysis
Plan Liquidation
Notes High Low High Low

Distributable Funds

Land Proceeds a 33,180,000 21,330,000 21,330,000 19,750,000

Inter-company Loan Realization b unknown  unknown - unknown  unknown
Net Proceeds 33,180,000 21,330,000 21,330,000 19,750,000
Total Distributable Funds C 33,180,000 21,330,000 22,412,551 20,752,362
Secured Charges

Ist Mortgage repayment d 1,000,000 1,000,000 - -

DIP Financing repayment e - - 500,000 500,000

Administration Charge f - - 125,000 125,000

Selling Costs g 1,020,400 664,900 664,900 617,500
Total Secured Charges 2,020,400 1,664,900 1,289,900 1,242,500
Available to Creditors 3L159,600 19,665,100 21,122,651 19,509,862
Claims

Proven Claims 37,790,368 37,790,368 37,790,368 37,790,368
Total Claims 37,790,368 37,790,368 37,790,368 37,790,368
Recovery 82% 52% 56% 52%
Mid point 67% 54%




35.

The notes and assumptions to the estimated recoveries under the Stoney View Plan and

liquidation scenario are summarized below:

a)

b)

d)

£

Land proceeds under the liquidation scenario are based on the values in the
current appraisals and under the Stoney View Plan are based on estimates,
provided by Stoney View’s real estate consultant, of the projected land
values after the proposed holding period. No independent appraisals of the

Plan values are available;

Until a fulsome claims process and realization strategy are in place for all
related parties, it is unknown at this point what the realization would be on

the inter-company loans;

Total distributable funds takes into account the time value of money under
the liquidation scenario, assuming a 2% return and that it would take six

months to sell the land;

I Mortgage payout assumes all interest and fees have been paid under the

current terms of the financing agreement;

DIP Financing assumes all interest and fees have been paid under the

current terms of the Exit Financing agreement;

Administration Charge is the maximum approved by the court, but it is
expected that total unpaid professional fees will be less than this amount;

and

Selling costs are assumed at 3% of selling costs plus $25,000 for brochure

and marketing documents.

The Monitor’s above analysis of the recoveries to the Creditors indicates that under the

Stoney View Plan, Creditors could receive between 52% and 82% of their respective

claims. Under the liquidation scenario, the estimated recoveries would be reduced to

52% and 56%. The variance between the Stoney View Plan recoveries and the

liquidation scenario relates to the potential for increased land values over the holding
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37.

38.

39.

period. Under the Plan scenario actual recoveries may vary materially from the
forevoine if land values do not increase as anticipated by the Companies’ management
going

and consultants.

The recoveries under the Stoney View Plan assume that the assets will be held for the
entire five years of the New Bonds. If at any point during those five years it becomes
advantageous to sell some or all of the assets, in order to reduce interest and other
carrying costs, it can be accomplished under the new corporate structure. If all or

substantially all of the properties are sold, then shareholder approval is required.

The Monitor notes that the liquidation analysis above for Stoney View does not
encompass the dilutive effect of any Disputed Claims becoming Proven Claims as the
Monitor is unable to assess the likelihood of the Disputed Claims becoming proven

Claims at this time.

The Monitor recommends the approval of the Stoney View Plan.

Conclusion

90.

91.

The Monitor considers the Plans to be fair and reasonable as the Creditors are
projected to receive a greater recovery than under the alternative (i.e. formal
liquidation). The mid-point recovery under the Rocky View Plan is 19% compared to
the mid-point under liquidation of 18%. The mid-point recovery under the Spruce
Ridge Plan is 21% compared to the mid-point under liquidation of 16%. The mid-point
recovery under the Stoney View Plan is 67% compared to the mid-point under

liquidation of 54%.

The Monitor believes it is reasonable for the Creditors to form one class under each

Plan.

The feedback and input the Monitor has received from investors supports avoiding a

liquidation.



DIRECTORS SOLICITATION PROCESS

93.

94,

96.

97.

98.

The Monitor has prepared a Directors Solicitation Process in which a slate of interim
directors (“Interim Directors™) will be appointed for each of Rocky View, Spruce
Ridge and Stoney View at the time the Plans are implemented. A copy of the Directors
Solicitation Process is attached as Exhibit G to the Affidavit of Gary Bentham, sworn

December 16, 2012.

The Directors’ Solicitation Process calls for nominations (“Nominees”) to be put forth

to the Monitor by no later than January 21, 2013.

Any individual, who is qualitied at law to serve as a director, including any Creditor,
can request that his or her name be put forth as a Nominee. An individual wishing to
be a Nominee should submit a request to the Monitor that he or she be a Nominee,
along with any information relevant to the individual’s proposed appointment as a

Nominee, by no later than January 21, 2013.

All Nominee requests should be submitted by registered mail, facsimile or email to the

following address:

Ernst & Young Inc.

Attention: Jessica Caden

1000, 440 2™ Ave SW

Calgary, AB T2P 5E9

Email: jessica.caden(@ca.ey.com

Facsimile: 403-206-5075
Based on the nominations received, the Monitor, with input from Rocky View, Spruce
Ridge and Stoney View and the CRO, will determine a slate of up to five of the

Nominees as the proposed Interim Directors for each of Rocky View, Spruce Ridge

and Stoney View.
The Monitor will consider the following when choosing the slate of Nominees;

a) The amount of the individual’s investment in Rocky View, Spruce Ridge
or Stoney View in the event that the Plans are implemented in accordance

with their terms;



99.

100.

101.

b) Any previous experience that the individual has in serving as a director or

officer of a publicly traded company;

¢) Any previous experience that the individual has in the development of

real-estate projects;

d) Any relevant input received by Rocky View, Spruce Ridge, Stoney View
or the CRO from Creditors in respect of the individual wishing to be a

Nominee; and

¢) Any other factor that Rocky View, Spruce Ridge, Stoney View or the CRO

consider relevant to whether an individual should be a Nominee.

Individuals who have previously worked as a director, officer, employee, consultant,
agent (including sales agents and agents who sold securities of the Harvest Group of
Companies or Foundation Group of Companies), contractor, or advisor to any entity
related or affiliated with the Harvest Group of Companies or Foundation Group of

Companies or any relation thereof will not be eligible to be an Interim Director.

After selecting the slate of Interim Directors, the Monitor will inform the Creditors of
the individuals selected as Interim Directors for each of Rocky View, Spruce Ridge
and Stoney View at the Creditors’ Meeting. Also, the Monitor will post the names of

those selected as Interim Directors on its website on or before January 25, 2013.

Upon implementation ot the Plans, the Interim Directors would be appointed.

LIBERTY CROSSING UPDATE

102.

Since September 19, 2012 the CRO has brought all of the accounting records up to
date, and in doing so confirmed property tax arrears of about $150,000 and amounts
owing to Canada Revenue Agency (“CRA”) for net GST collected and not remitted in

excess of $115,000.



103.

105.

First Calgary Financial (“First Calgary”), the first mortgage lender, released $150,000
of funds that it holding in accordance with the Mortgage Agreement in order for the

property tax arrears to be paid.

Liberty Crossing is generating sufficient cash tlow from operations to pay all operating
expenses and service the first mortgage debt. It is not generating sufficient cash flow

to satisty the GST liability and fund CCAA protessional and operating costs.

The status of approximately $2.7 million of claims by related companies remains
unresolved. The CRO and the Monitor are working to resolve those claims. These
claims will be made under the Liberty Crossing Claims Process and be considered Late

Claims.

FORECAST TO ACTUAL RESULTS

Liberty Crossing

106.

107.

108.

The cash flow forecast to actual presented at Appendix E contains the cash receipts
and disbursements incurred to date for Liberty Crossing as compared to the cash flow
forecast previously provided to this Court in the First Report of the Monitor dated

September 19, 2012.

Outlined below is a summary of the actual results to December 7, 2012:

Liberty Crossing Forecast to Actual
Sept. 20 - Dec. 7, 2012 Forecast Actual  Variance
RECEIPTS 330,337 493,734 163,397
DISBURSEMENTS (415,712)  (474,810) (59,098)
NET CASH FLOWS (85,375) 18,925 104,300
OPENING CASH 95,491 99,902
NET CHANGE IN CASH FLOWS (85,375) 18,925
ENDING CASH 10116 $ 118,826

Liberty Crossing had cash receipts during the Reporting Period of approximately:

a) $317,000 in rental revenue;



109.

b)

¢)

d)

$150.000 from the release of a debt service holdback from First Calgary

Financial;
$6,000 from the collection of account receivable; and

$20,000 in GST collected.

Disbursements of approximately $475,000 were paid during the Reporting Period for

Liberty Crossing. These payments relate to approximately

)

b)

)

d)

Rocky View

110.

$59,000 of operating expenses;
$151,000 of property taxes;
$22,000 of GST paid;

$183,000 of mortgage payments;

$18,000 for Liberty Crossing’s share of common costs incurred by Harvest

CCAA Operations;
£33.000 in protessional fees; and

$8,000 in legal fees.

The cash tlow forecast to actual presented at Appendix F contains the cash receipts

and disbursements incurred to date for Rocky View as compared to the cash flow

forecast previously provided to this Court in the First Report of the Monitor dated

September 19, 2012.

Outlined below is a summary of the actual results to December 7, 2012:
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Rocky View Forecast to Actual
Sept. 20 - Deec. 7, 2012 Forecast Actual Variance
RECEIPTS 163,000 455,000 292,000
DISBURSEMENTS (266,667) (99,493) 167,174
NET CASH FLOWS (103,667) 355,507 459,174
OPENING CASH 110,194 110,194
NET CHANGE IN CASH FLOWS (103.667) 355.507
ENDING CASH 6,527 § 465,701

[12. Rocky View received DIP Financing, net of fees, ot $455,000 during the Reporting
Period. The amount received was the minimum draw under the DIP Facility.

113.  Disbursements of approximately $100,000 were paid during the Reporting Period for
Rocky View. These payments relate to approximately $54,000 of operating expenses,
appraisal fees, environmental fees, property taxes and GST, and approximately
$45,000 of professional fees.

Spruce Ridge

[14.  The cash flow forecast to actual presented at Appendix E contains the cash receipts
and disbursements incurred to date for Spruce Ridge as compared to the cash flow
forecast previously provided to this Court in the First Report of the Monitor dated
September 19, 2012.

115, Outlined below is a summary of the actual results to December 7, 2012:

Spruce Ridge Forecast to Actual

Sept. 20 - Dec. 7,2012 Forecast Actual Variance
RECEIPTS 272,050 31,643 (240.407)
DISBURS EMENTS (247.667)  (28,648) 219,019
NET CASH FLOWS 24,383 2995 (21,388)
OPENING CASH 3,021 3,718

NET CHANGE IN CASH FLOWS 24383 2,995

ENDING CASH 27404 S 6,713

116. Spruce Ridge received an advance from Harvest CCAA Operations during the

Reporting Period of approximately $28,000 and approximately $3,000 of rent receipts.
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The Harvest CCAA Operation advance will need to be repaid when the DIP Financing

is funded, which is expected prior to December 31, 2012.

Disbursements of approximately $29,000 were paid during the Reporting Period for
Spruce Ridge. These payments relate to approximately to $20,000 of operating
expenses and $8,000 of appraisal and environmental assessment fees. The negative
variance of approximately $219,000 relates to the timing of unpaid professional fees.
At November 30, 2012 there were approximately $97,000 of unpaid professional fees,

which will be paid when the DIP Financing is funded.

Stoney View

I18.

The cash flow forecast to actual presented at Appendix F contains the cash receipts
and disbursements incurred to date for Stoney View as compared to the cash flow
forecast previously provided to this Court in the First Report of the Monitor dated
September 19, 2012,

Outlined below is a summary of the actual results to December 7, 2012:

Stoney View Forecast to Actual

Sept. 20 - Dec. 7, 2012 Forecast Actual Variance
RECEIPTS 275,800 455,000 179,200
DISBURSEMENTS (341,667)  (136,923) 204,744
NET CASHFLOWS (65,867) 318,077 383,944
OPENING CASH 78,270 78,270
NET CHANGE IN CASH FLOWS (65.867) 318,077
ENDING CASH 12,403 $ 396,347

Stoney View received DIP Financing, net of fees, ot $455,000 during the Reporting

Period. The amount received was the minimum draw under the DIP Facility.

Disbursements of approximately $137,000 were paid during the Reporting Period for
Rocky View. These payments relate to approximately $50,000 of project management
fees. $45.000 of operating expenses, appraisal fees, environmental fees, property taxes

and GST, and approximately $42,000 of professional fees.

(9%
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CASH FLOW FORECASTS

122.

124,

125.

The Companies, with the assistance of the CRO and the Monitor, have prepared
Forecasts and the Liberty Crossing Forecast which are attached to this Second Report
as Appendix G. The Forecasts and Liberty Crossing Forecast are based on the most

current information available.

The table below summarizes the cash flows for Liberty Crossing for the Liberty

Crossing Forecast Period:

Cash Flow Forecast
December 8,2012 - April 30,2013 Total
RECEIPTS
Rental Income $ 524344
GST Collected 26,217
Total receipts 550,561
DISBURSEMENTS
Operating expenses 185,171
Tenant improvements 26,629
Goods and services taxes remitted, less inputs 20,759
Mortgage Payment 304,574
Salaries, consulting fees and operating expenses 23,650
CCAA professional fees 213,761
Administrative charge offset (110,000)
Total disbursements 664,543
NET CASHFLOWS (113,981)
OPENING CASH 118,826
NET CHANGE IN CASHFLOWS (113,981)
ENDING CASH 3 4,845

As summarized above, Liberty Crossing is projecting cash receipts of approximately
$551,000 to April 30, 2013 against cash disbursements ot approximately $665,000,
resulting in a net decrease in cash of approximately $114,000 during the Liberty

Crossing Forecast Period.

Liberty Crossing will need to rely on the Administration Charge for an estimated

$110,000 in order to have sufficient cash during the Liberty Crossing Forecast Period.



126. The Monitor has reviewed the assumptions supporting the Liberty Crossing Forecast

and believes the assumptions to be reasonable.

127. The table below summarizes the cash tlows for Rocky View, Spruce Ridge and Stoney

View for the Forecast Period:

Cash Flow Forecast Rocky Spruce Stoney

December 8, 2012 - February 28, 2013 View Ridge View

RECHIPTS
DIP financing advances $ - $ 500,000 $ -
Less: Commitiment Fee & Legal Fees - (15,000) -
Less: Interest Reserve - (30,000) -
Repayment from Harvest CCA A Operations - - 10,990
Total receipts 5 - $ 455000 3 10,990

DISBURS EMENTS
Salaries, consulting tees and operating expenses $ 28,600 $ 61,736 § 40,650
Transferagent 30,000 30,000 30,000
Project management fees - - 50,000
CCAA protessional fees 256,653 307,024 259,952
Total disbursements $ 315253 3 398,760 $ 380,602
NET CASH FLOWS S (315253) § 56,240 §  (369.612)
OPENING CASH 3 465,701 % 6,713 $ 396,347
NET CHANGE IN CASH FLOWS (315,253) 56,240 (369,612)
ENDING CASH $ 150448 $ 62953 § 26,735

128.  As summarized above, Rocky View is projecting no cash receipts and cash
disbursements of approximately $315,000, resulting in a net decrease in cash of

approximately $315,000 during the Forecast Period.

129.  As summarized above, Spruce Ridge is projecting a DIP financing need of
approximately $500,000, less fees and interest ot approximately $45,000, against cash
disbursements of approximately $399,000, resulting in a net increase in cash of

approximately $56,000 during the Forecast Period.

130.  As summarized above, Stoney View is projecting cash receipts of approximately

$11,000 for repayment of common costs, against cash disbursements of approximately



$381.,000, resulting in a net decrease in cash of approximately $370,000 during the

Forecast Period.

131.  The Monitor has reviewed the assumptions supporting the Forecasts and believes the

assumptions to be reasonable.

THE COMPANIES’ REQUEST FOR AN EXTENSION OF THE STAY PERIOD

[32.  Pursuant to the Initial Order of this Honourable Court dated September 20, 2012 the

Stay Pertod expires on December 19, 2012 for the Companies.

133, Rocky View, Spruce Ridge and Stoney View are seeking an extension of the Stay
Pertod up to and including February 8, 2013 (the “Rocky View, Spruce Ridge and

Stoney View Stay Extension”).

134, The Rocky View, Spruce Ridge and Stoney View Stay Extension is necessary to allow
Rocky View, Spruce Ridge and Stoney View, upon approval by this Honourable

Court, to hold the Creditor’s Meetings and vote on the Plans.

[35.  Liberty Crossing is seeking an extension of the Stay Period up to and including April
30, 2013 (the “Liberty Crossing Stay Extension™).

136.  The Liberty Crossing Stay Extension is necessary to allow Liberty Crossing to resolve
related party loans, negotiate repayment terms with the CRA regarding GST, continue
negotiations with First Calgary to release the remaining reserve, develop a

restructuring plan to maximize recoveries for all stakeholders.

[137. Inthe Monitor’s view, the Companies are acting in good faith and with due diligence.



MONITOR’S RECOMMENDATIONS

138.  The Monitor recommends that this Honourable Court approve:

a)
b)

a)

b)

¢)

d)

The Adjusted Stoney View Claims;
The Late Claims;

The CMO which effectively provides that Rocky View, Spruce Ridge and
Stoney View be allowed to circulate the Plans and related Meeting
Materials to their Creditors for the purposes of allowing the Creditors to

vote on the Plans;
The Directors’ Solicitation Process;
The Rocky View, Spruce Ridge and Stoney View Stay Extension; and

The Liberty Crossing Stay Extension.

Dated at Calgary, this 17" day of December, 2012.

ERNST & YOUNG INC.

in its capacity as Monitor of
Liberty Crossing, Rocky View
Spruce Ridge and Stoney View

/,,’
C/ ‘X&W ‘%ﬂ/,f\ ‘%m\ﬁ
Neil Narfason, CAeCIRP, CBV Cassie Riglin, CA -

Senior Vice-President Manager

fd
(@)



APPENDIX A



ROCKY VIEW CAPITAL INC.
ROCKY VIEW ESTATES INC.

COMBINED SCHEDULE OF SOURCES AND USES OF FUNDS
October 1, 2007 - July 31, 2012

Notes Combined Expected Variance
Cash inflows
Gross investment from bondholders S 17,964,800 $ 17,964,800 S -
Bond Redemption {10,600) - 10,600
Rental Income 3,000 3,000 -
Harvest Capital Management 18,000 - (18,000)
Gross invesment from sharesholders 1 18,955 18,955 -
Total Cash Inflows 17,994,155 17,986,755 (7,400)
Cash Outflows
Purchase of Land 6 15,625,000 15,000,000 (625,000}
issuanace fees - KMC 2 113,705 87,877 (25,828)
Operating and admin
Marketing expenses (127) 3,452 3,452 -
Admin fees to Eyelogic 5 - 17,575 17,575
GST Paid 33 33 -
Bank charges 1,496 1,496 -
Management fees - FCC 4 173,883 600,000 426,117
Commissions 3 1,769,378 1,796,480 27,102
Issuance costs -Olympia 168,092 168,092 -
Securities commission fees 7,534 7,534 -
Professional fees 21,636 21,636 -
Total Cash Outflows 17,884,210 17,704,176 {(180,034)
Net Cash Inflows/{Outflows) S 109,945 S 282,579 § 172,634
NOTES

1 Class A shareholders are Ron Aitkens and Eyelogic. 1330075 is company of which Ron Aitkens is the
sole shareholder.

2
Rocky View Capital entered in to an agreement on April 3, 2007 with KMC Capital Inc. {changed
name to Exempt Experts Inc. in 2012) whereby KMC arranged the participation of Eyelogic as the
controlling shareholder of SVC. The agreement was for a minimum period of two years, renewable
upon the mutual agreement between KMC and SVC. KMC was to be paid an annual fee as follows:
Greater of $2,500 and 1/2 of 1% of registered funds raised, up to $5 million, and 1/4 of 1% raised in
excess of $5 million.
Registered funds raised- say 70% of raise $ 12,575,360

1/2 of 1% of first 55 million 25,000
1/4 of 1% of amounts in excess of 55 million 18,938

43,938
Two years - estimate 27,877
Actual 113,705

Difference - under {over) payment S

{25,828)



3 The commissions for 2007 and 2008 were paid pursuant to the OM where Rocky View Capital was
entitled to pay up to 10 % of the proceeds by commission to agents, or to the employees /
consultants of the Corporation with respect to bonds not sold by an agent. Reaonableness

assessment:

Funds raised from bonds issued S 17,964,800
10% thereof 1,796,480
Commissions paid: 1,769,378
Difference - under {over) payment S 27,102

4 The Rocky View Offering Memorandum indicated that RVC was to enter in to a Management
Services Agreement with Foundation Capital Corporation whereby FCC was to be paid an annual fee
of 1% of the loan proceeds received. Agreement was to be for 12 months.

Total loan proceeds S 17,964,800

1% thereof 179,648

Paid:

Stoney View Crossing -

Stoney View Capital 173,883
173,883

Difference - under {over) payment S 426,117

The Management Services Agreement is subject to interpretaion i.e. can the management fee be
charged only for funds raised in a year, or can the management fee be charged each year up to
$200k for 3 years which could be interpreted as duplication.

Capital will pay Eyelogic annual admin fee equal to 1/20 of 1% on funds raised beteen $500K and
$5M from registered plans and 1/40 of 1% on funds raised from registered plans in excess of $5M

Registered funds raised- say 70% of raise S 12,575,360
1/20 of 1% on funds raised between $500,000 and $5,000,000 2,500
1/40 of 1% of amounts in excess of S5 million 1,894
439
Four years - estimate 17,575
Actual -
Difference - under {over) payment S 17,575

6 The Rocky View Lands were purchased for $625,000 more than disclosed on the OM. Ron Aitkens
has advised that the discrepancy off sets the under payment of management fees.
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SPRUCE RIDGE CAPITAL INC.
SPRUCE RIDGE ESTATES INC.

COMBINED SCHEDULE OF SOURCES AND USES OF FUNDS
October 1, 2007 - August 24, 2012

Notes Combined Expected Variance

Sources of funds:
Bonds issued S 49,197,600 $ 49,197,600 S -
Shares issued 29,840 29,840 -
Received from shareholders 3,088 - (3,088)
Rental income 13,531 - (13,531)
Reverse stale dated cheques 1,108 - (1,108)
Advance from Harvest Group GP 6 307,378 - (307,378)
Advances from other related companies 6 100,000 - {100,000)
Intercompany advances - 1379599 AB 6 150,000 - {150,000}
Intercompany advances - 1330075 AB 6 630,000 - {630,000)

50,432,545 49,227,440 {1,205,105)

Uses of funds:

Land acquisition 42,661,500 42,661,500 -
Land development costs 5 1,725,161 - (1,725,161)
Advance to 125 7 340,000 - (340,000)
Operating and admin
Repayment of working capital def 23,426 23,426 -
Marketing expenses 2 282,928 229,928 (53,000}
Bank charges / Borrowing costs 12,377 12,377 -
Management fees - KMC 3 166,943 197,192 30,248
GST Paid 60,036 60,036 -
Commissions 4 4,906,787 4,919,760 12,973
Management fees - FCC 1 187,653 1,000,000 812,347
Securities commission fees 24,531 24,531 -
Professional fees 38,279 38,279 -
Net Cash Inflows/{Outflows) 50,429,622 49,167,029 (1,262,593}
Ending cash S 2,923 S 60,412 S 57,488
NOTES

1 Spruce Ridge Estates and Spruce Ridge Capital entered in to Management Services Agreements with
Foundation Capital Corporation dated October 1, 2007, whereby FCC was to be paid an annual fee of 1% of
the loan proceeds received, up to a maximum of $200,000 per year. Agreement expires December 31,

Total loan proceeds S 43,933,900

1% thereof 439,339

Paid:

Spruce Ridge Capital 123,094

Spruce Ridge Estates 64,559
187,653

Difference - under (over) payment S 812,347

Each maximum of 5200,000 per year x 5 years = 51,000,000



7 The marketing expenses were not incurred by 1330075 (account incorrectly named) but were incurred by
Spruce Ridge directly. Primarily payments to media suppliers but also included 553k paid to Foundation
Capital Corporation. Have not seen a separate invoice to determine if the $53k was reimbursement of
marketing expense paid by FCC or a misclassification of management fees.

3 Spruce Ridge Capital entered in to an agreement on October 1, 2007 with KMC Capital Inc. (changed name
to Exempt Experts Inc. in 2012) whereby KMC arranged the participation of Eyelogic as the controlling
shareholder of SVC. The agreement was for a minimum period of two years, renewable upon the mutual
agreement between KMC and SVC. KMC was to be paid an annual fee as follows:

Greater of $2,500 and 1/2 of 1% of registered funds raised, up to $5 million, and 1/4 of 1% raised in excess
of 55 million.

Registered funds raised- say 70% of raise $ 34,438,320
1/2 of 1% of first S5 million 25,000
1/4 of 1% of amounts in excess of $5 million 73,596

98,596
Two years - estimate 197,192
Actual 166,943
Difference - under (over) payment S 30,248

4 The OM permitted the payment of commissions of up to 10% of the proceeds from the bond offering to
selling agents. Also permitted the payment of 10% comission to officers and directors of the issuer for
bonds raised for which no commission was due.

Total offering S 49,197,600
10% thereof 4,919,760
Actual commissions paid 4,906,787
Difference - under {over) payment S 12,973

Per the OM, development costs were only expected when subdivision of the land was to occur.

1330075 Alberta Ltd. has a $250,000 claim against Srpuce Ridge Capital Inc. The remainder of these
advances were made by Spruce Ridge Estates Inc., therefore are unsecured claims behand the bondholder's
mortgage.

7 Spruce Ridge Capital will have a claim against 1252064 Alberta Ltd for $340,000. The recoveries on this
claim are not yet known.

oy
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STONEY VIEW CAPITAL INC.
STONEY VIEW CROSSING INC.
Combined Sources and Uses of Funds

Notes Combined Expected Variance
Sources of funds:
Bonds issued 31,599,600 S 31,599,600 S -
Class A Shares - 1330075 Alberta Ltd./Eyelogic 4 1,100 1,000 (100}
Class A Shares - Stoney View Crossing 1 - (1)
Class B Shares - Stoney View Crossing 15,687 14,117 {1,570)
1330075 Alberta Ltd. 499 - (499)
GST refund 13,294 13,294 -
31,630,181 31,628,011 (2,170)
Uses of funds:
Purchase of property 1 23,731,684 23,700,000 (31,684)
Advances to 1379599 Alberta Ltd. 8 3,560,000 - (3,560,000}
Advances to 1252064 Alberta Ltd. 8 100,000 - {100,000)
Development costs 3 91,940 - {91,940)
Operating and admin
Costs associated w offering 35,475 23,250 {12,225)
Marketing fees to 1379599 Alberta Ltd. 49,893 - {49,893)
Management fees - Apex 489,375 489,375 -
Management fees - FCC 2 175,104 1,000,000 824,896
Securities commission fees 10,660 10,660 -
GST Paid 27,453 27,453 -
Commissions 6 3,115,076 3,159,960 44,385
Issuance expense KMC 5 94,171 135,599 41,428
Admin fees to Eyelogic 7 - 26,120 26,120
Professional fees 70,717 70,717 -
Total Cash Qutflows 31,551,547 28,643,133 (2,908,414)
Ending cash 78,634 S 2,984,878 S 2,906,244
NOTES
1

The land was acquired from 1379599 Alberta; the purchase price was $23,700,000. To the end of 2008, 1379599
had been paid $17.1 million and at the end of that year the final balance of $6.6 million was accrued. In 2010, $8.7
million was advanced to 1379599 Alberta. We have reclassified $6.6 million of that amount on this schedule to
show completion of the land purchase in accordance with the purchase agreement.

2 Stoney View Crossing entered in to a Management Services Agreement with Foundation Capital Corporation dated
November 3, 2008, whereby FCC was to be paid an annual fee of 1% of the loan proceeds received, up to a
maximum of $200,000 per year. Agreement expires November 30, 2013.

Total loan proceeds 28,245,000

1% thereof 282,450

Paid:

Stoney View Crossing 175,104

Stoney View Capital -
175,104

Difference - under {over) payment 824,896

Max 5200,000 x 5 = 51,000,000




3 According to the OM $58M was to be spent on development costs and management fees - this is expected to occur
only when the land has been subdivided and leased.

4 Class A shareholders are Ron Aitkens and Eyelogic. 1330075 is company of which Ron Aitkens is the scle
shareholder.

5 Stoney View Capital entered in to an agreement on November 3, 2008 with KMC Capital Inc. (changed name to
Exempt Experts inc. in 2012) whereby KMC arranged the participation of Eyelogic as the controlling shareholder of
SVC. The agreement was for a minimum period of two years, renewable upon the mutual agreement between KMC
and SVC. KMC was to be paid an annual fee as follows:

Greater of $2,500 and 1/2 of 1% of registered funds raised, up to 55 million, and 1/4 of 1% raised in excess of $5
million.

Registered funds raised- say 70% of raise S 22,119,720
1/2 of 1% of first $5 million 25,000
1/4 of 1% of amounts in excess of 55 million 42,799

67,799
Two years - estimate 135,599
Actual 94,171
Difference - under {over) payment S 41,428

The commissions for 2008 and 2009 are detailed in an Excel synoptic that was maintained at Lethbridge, a copy of
which we have. The amounts for those years were entered in to the SVC general ledger by journal entry, in lump
sums. Pursuant to the two offering memorandums, SVC was entitled to pay up to 10 % of the proceeds by
commission to agents, or to the officer / director with respect to bonds not sold by an agent. Reaonableness
assessment:

Funds raised from bonds issued S 31,599,600
10% thereof S 3,159,960
Commissions paid: 3,115,076
Difference - under {over) payment S 44,885

7 Capital will pay Eyelogic annual admin fee equal to 1/20 of 1% on funds raised beteen $500K and $5M from
registered plans and 1/40 of 1% on funds raised from registered plans in excess of S5M:

Registered funds raised- say 70% of raise S 22,119,720
1/20 of 1% on funds raised between $500,000 and $5,000,000 2,250
1/40 of 1% of amounts in excess of $5 million 4,280

6,530
Four years - estimate 26,120
Actual -
Difference - under (over) payment S 26,120

8 Stoney View Capital will have a claim against 1379599 Alberta Ltd and 1252064 Alberta Ltd for these amounts. The
recoveries on this claim are not yet known.
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APPENDIX E



LIBERTY CROSSING GENERAL PARTNER INC.
LIBERTY CROSSING LIMITED PARTNERSHIP
Forecast to Actual Comparison

September 20, 2012 - December 7, 2012 Notes Forecast Actual Variance
2

RECEIPTS
Rental Income $ 314607 $ 317,056 $ 2,449
First Calgary Financial holdback release 3 - 150,721 150,721
Accounts receivabie collected - 5,786 5,786
GST Collected 15,730 20,171 4,441
Total receipts 330,337 493,734 163,397

DISBURSEMENTS
Operating expenses 96,580 59,346 37,234
Property tax arrears 3 - 150,721 (150,721)
Tenant improvements 26,629 - 26,629
GST paid 6,259 22,144 (15,885)
Mortgage payments 182,744 182,744 -
Salaries, consulting fees and operating expenses 4 31,500 18,000 13,500
CCAA professional fees 5 112,000 33,461 78,539
Legal fees 8,393 (8,393)
Administrative charge offset 5 (40,000) - (40,000)
Total disbursements 415,712 474,810 (59,097)
NET CASH FLOWS (85,375) 18,925 104,300
OPENING CASH 95,491 99,902 4,411
NET CHANGE IN CASH FLOWS (85,375) 18,925 104,300
ENDING CASH 6 $ 10,116 $ 118,826 $ 108,710

Notes and Assumptions

1

2

“Liberty Crossing" is a consolidation of Liberty Crossing Limited Partnership and Liberty Crossing

General Partner Inc.

Liberty Crossing is managed by a third party property management company. The actual operating
results as presented are estimates based on actual operating results for the months of September and
October and include estimates for the month of November. Actual operating results for November

2012 are not yet available.

AT September 20, 2012 First Calgary Financial held $267,000 on account as debt servicing holdback
in accordance with its mortgage agreement. During the period, First Calgary released $150,721 which

was used to pay property taxes in arrears, in full.

Salaries, consulting fees and office expenses comprise Liberty Crossing's share of Harvest Calgary
office monthly operating expenses. Liberty Crossing owed $1,145 for operating expenses incurred
during the period and not paid. This amount will be paid to Harvest CCAA Operations subsequent to

December 19, 2012.

Approximately $24,000 of professional fees remained unpaid at December 7, 2012.
Operating cash consists of $67,467 of cash in bank and $51,360 with the property manager.
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ROCKY VIEW CAPITAL CORP.
ROCKY VIEW ESTATES CORP.
Forecast to Actual Comparison

September 20, 2012 - December 7, 2012 Notes Forecast Actual Variance
1

RECEIPTS
DIP financing charges 2 $ 200,000 $ 500,000 $ 300,000
Less: Commitment Fee & Legal Fees (25,000) (15,000) 10,000
Less: Interest Reserve (12,000) (30,000)  (18,000)
Total receipts 163,000 455,000 292,000

DISBURSEMENTS
Salaries, consulting fees and operating expenses 3 22,667 15,400 7,267
Appraisal and environmental assessment fees 6,000 5,250 750
CCAA professional fees 4 238,000 45,184 192,816
Property taxes 5 - 4,046 (4,046)
Advances to Harvest CCAA operations 3 - 29,613 (29,613)
Total disbursements 266,667 99,493 167,174
NET CASH FLOWS (103,667) 355,507 459,174
OPENING CASH 6 110,194 110,194 -
NET CHANGE IN CASH FLOWS (103,667) 355,507 459,174
ENDING CASH $ 6,527 3 465,701 $459,174

Notes and Assumptions

1

2
3

The forecast and actual amounts above are combined for Rocky View Capital Corp. and Rocky View Estates

Corp. and are referred to as "Rocky View".

The debtor-in-possession financing facility approved by the Court required a minimum drawdown of $500,000.
Salaries, consulting fees and office expenses comprise Rocky View's share of Harvest Calgary office monthly
operating expenses. Additional advances of $29,613 were made to Harvest CCAA Operations to finance a
shortfall of funding from related companies that are in CCAA proceedings. These funds will be recovered from

those entities subsequent to December 19, 2012.

Professional fees to complete the Plan of Arrangement that were expected to be paid in the period will be paid

subsequent to December 19, 2012,

Property tax arrears for 2011 and 2012 were paid in the period.

Opening cash as at September 20, 2012



SPRUCE RIDGE ESTATES INC.
S5PRUCE RIDGE CAPITAL INC.
Forecast to Actual Comparison

September 20, 2012 - December 7, 2012 Notes Forecast Actual Variance

RECEIPTS 1
DIP Financing 2 $ 320000 § - $(320,000)
Less: Commitment Fee & Legal Fees (28,750) - 28,750
Less: Interest Reserve (19,200) - 19,200
Advances from Harvest CCAA Operations 3 - 28,636 28,636
Rent receipts - 3,007 3,007
Total receipts 272,050 31,643 (240,407)

DISBURSEMENTS
Salaries, consulting fees and operating expenses 3 22,667 20,563 (2,104)
Appraisal and environmental assessment fees 3 7,000 8,085 1,085
CCAA professional fees 4 238,000 97,024 (140,976)
Administrative charge offset 5 (20,000) (97,024) (77,024)
Total disbursements 247,667 28,648 (219,019)
NET CASH FLOWS 24,383 2,995 {21,388)
OPENING CASH 3,021 3,718 (697)
NET CHANGE IN CASH FLOWS 24,383 2,995 (21,388)
ENDING CASH $ 27404 $6,713  $ (22,085)

Notes and Assumptions

1 "Spruce Ridge" is a consolidation of Spruce Ridge Capital Inc. and Spruce Ridge Estates Inc.

2 Debtor in Possession financing has been arranged but had not been drawn at December 7, 2012.

3 Salaries, consulting fees and office expenses comprise Spruce Ridge's share of Harvest Calgary office monthly
operating expenses. Harvest CCAA Operations advanced $28,636 to the Company to pay those operating expenses
and the cost of appraisals and environmental assessments completed in the period.

4 Professional fees to complete the Plan of Arrangement that were expected to be paid in the period will be paid

subsequent to December 19, 2012,



STONEY VIEW CAPITAL INC.
STONEY VIEW CROSSING INC.
Forecast to Actual Comparison

September 20 , 2012 - December 7, 2012 Notes Forecast Actual Variance

RECEIPTS 2
DIP financing advances 3 $ 320,000 $ 500,000 $ 180,000
tess: Commitment Fee & Legal Fees (25,000} (15,000) 10,000
Less: Interest Reserve (19,200) (30,000)  (10,800)
Total receipts 275,800 455,000 179,200

DISBURSEMENTS
Project management fees 4 75,000 50,389 24,611
Salaries, consulting fees and operating expenses 5 22,667 24,758 (2,091)
Advacces to Harvest CCAA Operations 5 - 10,990 (10,990)
Appraisal and environmental assessment fees 6,000 4,200 1,800
CCAA professional fees 6 238,000 41,969 196,031
Goods and services taxes paid - 4,617 (4,617)
Total disbursements 341,667 136,923 204,744
NET CASH FLOWS (65,867) 318,077 383,944
OPENING CASH 6 78,270 78,270 -
NET CHANGE IN CASH FLOWS (65,867) 318,077 383,944
ENDING CASH 3 12,403 3 396,347 $383,944

Notes and Assumptions
The forecast and actual amounts above are combined for Stoney View Capital inc. and Stoney View Crossing Inc. and

1

U oda W

are referred to as "Stoney View".
Stoney View has no operating revenues

The debtor-in-possession financing facility approved by the Court required a minimum drawdown of $500,000.

Project Management fees owing to June 30, 2012 have been stayed by the initial order, and payment is under review.
Salaries, consuilting fees and office expenses comprise Stoney View's share of Harvest Calgary office monthly operating
expenses. Additional advances of $10,990 were made to Harvest CCAA Operations to finance a shortfall of funding from
related companies that are in CCAA proceedings. These funds will be recovered from those entities subsequent to

December 19, 2012,

Professional fees to complete the Plan of Arrangement that were expected to be paid in the period will be paid

subsequent to December 19, 2012,
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ROCKY VIEW CAPITAL CORP.
ROCKY VIEW ESTATES CORP.

Cash Flow Forecast

December 8, 2012 - February 28, 2013 Notes December January February Total
RECEIPTS
Total receipts 5 - $ - 3 - $ -
DISBURSEMENTS
Salaries, consulting fees and operating expenses 3 10,167 9,467 8,967 28,600
Transfer agent - - 30,000 30,000
CCAA professional fees 4 46,653 105,000 105,000 256,653
Total disbursements 56,820 114,467 143,967 315,253
NET CASH FLOWS (56,820) (114,467) (143,967) (315,253)
OPENING CASH 465,701 408,881 294,415 465,701
NET CHANGE IN CASH FLOWS (56,820) (114,467) (143,967) (315,253)
ENDING CASH 3 408881 § 294415 $ 150,448 $ 150,448

Notes and Assumptions
1 Theforecast and actual amounts above are combined for Rocky View Capital Corp. and Rocky View Estates Corp. and

are referred to as "Rocky View". Itis assumed that the Plan of Arrangement is accepted by creditors and the plan fully
implemented by the end of February.

Rocky View is not expected to generate any revenue during the three month period.

3 Salaries, consulting fees and office expenses comprise Rocky View's share of Harvest Calgary office monthly operating
expenses. September, 2012,

4 Professional fees include amounts include amounts accrued and unpaid of $46,653 plus $210,000 estimated to complete
the Plan of Arrangement and exit CCAA.



SPRUCE RIDGE CAPITAL INC.
SPRUCE RIDGE ESTATES INC.
Cash Flow Forecast

December 8, 2012 - February 28, 2013 Notes December January February Total

RECEIPTS
DIP Financing 2 $ 500,000 $ - 8 - $ 500,000
Less: Commitment Fee & Legal Fees 2 {15,000) - - (15,000)
Less: Interest Reserve 2 {30,000) - - (30,000)
Total receipts 455,000 - - 455,000

DISBURSEMENTS
Salaries, consulting fees and operating expenses 3 14,667 9,467 8,967 4,275
Payment of prior months operating expenses 3 28,636 - - -
Transfer agent - - 30,000 30,000
CCAA professional fees 4 97,024 105,000 105,000 307,024
Total disbursements 140,326 114,467 143,967 341,299
NET CASH FLOWS 314,674 (114,467) (143,967) 113,701
OPENING CASH 6,713 321,387 206,920 6,713
NET CHANGE IN CASH FLOWS 314,674 (114,467) (143,967) 56,240
ENDING CASH $ 321387 $ 206920 $ 62953 § 62953

MNotes and Assumptions

1

The forecast and actual amounts above are combined for Spruce Ridge Capital Inc. and Spruce Ridge Estates Inc. and
are referred to as "Spruce Ridge". Itis assumed that the Plan of Arrangement is accepted by creditors and the plan
fully implemented by the end of February.

Spruce Ridge is not expected to generate any revenue during the three month period. DIP financing arrangements are
being finalized with the first draw expected by December 31, 2012. Spruce Ridge has received a term sheet for a
$1,250,000 DIP facility, with a minimum draw of $500,000. A commitment fee of 1.5%, legal fees of approximatiey
$10,000 and a six month interest reserve at 12% per annum will be payable from the first draw.

Salaries, consulting fees and office expenses comprise Spruce Ridge's share of Harvest Calgary office monthly
operating and consulting expenses. Operating expenses for the months of July 2012 - November 2012 amounting to
$28,636 have been funded by Harvest CCAA Operations Inc. These funds will be repaid subsequent to December 19,
2013.

Professional fees include amounts include amounts accrued and unpaid of $91,624 plus $210,000 estimated to
complete the Plan of Arrangement and exit CCAA.



STONEY VIEW CAPITAL INC.
STONEY VIEW CROSSING INC.
Cash Flow Forecast

December 8, 2012 - February 28, 2013 Notes December January February Total

RECEIPTS
Repayment from Harvest CCAA Operations $ 10990 $ - 5 - 3 10,990
Total receipts 10,990 - - 10,990

DISBURSEMENTS
Project management fees 3 50,000 - - 50,000
Transfer agent - - 30,000 30,000
Salaries, consulting fees and operating expenses 4 17,500 11,950 11,200 40,650
CCAA professional fees 5 49,952 105,000 105,000 259,952
Total disbursements 117,452 116,950 116,200 380,602
NET CASH FLOWS (106,462) (116,950) (116,200) (369,612)
OPENING CASH 396,347 289,885 172,935 396,347
NET CHANGE IN CASH FLOWS (106,462) (116,950) (116,200) (369,612)
ENDING CASH $ 289885 $ 172935 $ 56,735 $ 26,735

Notes and Assumptions
1 The forecast and actual amounts above are combined for Stoney View Capital inc. and Stoney View Crossing Inc. and
are referred to as "Stoney View". it is assumed that the Plan of Arrangement is accepted by creditors and the plan
fully implemented by the end of February.

2 Stoney View is not expected to generate any revenue during the three month period. Funds advanced to Harvest
CCAA Operations Inc. will be repaid subsequent to December 19, 2012.

Stoney View is committed to a $150,000 per year project management fee, payable quarterly.

4 Salaries, consulting fees and office expenses comprise Stoney View's share of Harvest Calgary office monthly
operating and consulting expenses expenses.

5 Professional fees include amounts include amounts accrued and unpaid of $49,952 plus $210,000 estimated to
complete the Plan of Arrangement and exit CCAA.



