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The Walton Position

1.

The Waltons’ support the submissions of the DelJongs and the Condoses as it relates (o

the issues recently raised by the Bernstein Applicants.

Dr. Bernstein’s requested finding of Fraudulent Misappropriation

2. At paragraph 264 of his reasons, Justice Brown drew conclusions with respect to various

claims of relief. He found that the Waltons breached their contractual obligations and
their fiduciary duties to Schedule B companies by pooling funds advanced by the
Applicants to the Schedule B companies with Rose and Thistle and Schedule C
Companies. He then goes on to list instances of amounts of Schedule B money used to
purchase or discharge encumbrances on Schedule C properties. The court quantified the
total transfers for eight properties, including 44 Park Lane Circle, to be $8,127,425.00.
The court then concludes further that the use of the funds to acquire Schedule C
properties, or discharge encumbrances, resulted in the unjust enrichment of the Waltons.
In the broad context Justice Brown concluded the Waltons breached their contractual
obligations to the Applicants, and in some cases, he found that transfers amounted to
fraud. These limited examples were specifically in relation to 78 Tisdale and 875/887
Queen Street East. At no time and in no respect did Justice Brown conclude that there
were fraudulent misrepresentations at large, which in law require acts or declarations that
are made with the intent to deceive over the investment relationship as a whole, and thus
are seminally connected to the sustaining of financial loss in the context of the entire

portfolio.



3. A basic provision of the proformas indicates that Dr. Bemstein was to be consulted on
any decision concerning the increase in the total amount of equity required to complete
each project. Ostensibly this is the reason for the need to move money around, Virtually
all properties required more money than the original contributions to develop fully. These
decisions were made on a virtual daily basis, and as such, were part of Norma Walton’s

perceived mandate to operate the portfolio in a commercially viable manner.

4. The so-called diversion of funds is a term that has little significance when seen in the full
context and particularly from the perspective of Norma Walton, who has stated ab initio
that her virtually unfettered discretion to manage the portfolio, including her belief in her
ability to move money around, based on the simple quid pro quo that Dr. Bernstein cared

about anonymity and profits and protection from personal liability.

5. That is to say that Walton’s position is that the strict written terms of the contract were
not acted upon by either party in that the exigencies of the process on the road to
development really dictated what, in fact, the terms of the contract amounted to. This

simple notion was given credence by Justice Brown who said in his decision at paragraph

178 that,

“Although this course of conduct would prevent Dr. Bernstein from relying on the
Respondents’ failure to provide monthly reports in the early part of their
relationship as an event of default under the agreements, Dr. Bernstein most
certainly did not waive his entitlement to receive any reports under the
agreements. When Dr. Bernstein began to request them, he was entitled to receive

them.”



6. Dr. Bernstein, therefore, cannot insist on the allegation that the contract was breached by
the Respondents at the outset. The court’s observations and finding on this point clearly
shows that the Applicant cannot take the position that their damage claim in the amount
of $66,000,000.00 is the result of a fraud scheme based on misrepresentations. This is
precisely why Judge Brown did not characterize the movement of equity across the
portfolio as fraud, even though fraud was not pleaded until after his decision was

rendered.

7. Moreover, and at the very least, a trial would determine whether the parties attempted to
rectify the original contracts just prior to the onset of litigation. That is more in keeping
with Justice Brown’s analysis of the contractual issues that have emerged in the dispute.
Indeed Mr. Reitan’s letter of June 7%, 2013, appended hereto at Tab “A”, seeks to transfer
responsibility for financial administration of the projects to Dr. Bernstein. Additionally,
Reitan recommends that the projects be jointly managed by Ms. Walton and Dr.
Bernstein. A mere six days later, Dr. Bernstein was specifically told that funds were

being pooled in answer to Reitan’s June 7'" letter.

8. Dr. Bernstein’s assertion that no monies would have been advanced if he had known
what Ms. Walton was going to do with the funds is another reason why the Respondents
have sought a trial of the issue since this simple assertion is another apparent component

upon which Dr. Bernstein is seeking a finding of fraudulent misrepresentation.



9.

10.

11.

In point of fact the evidence does not support this protest. Firstly, the exchange of
correspondence between the parties, most particularly the one that disclose the
involvement of Jackie Rabinowitz, in the operation of the portfolio, clearly show that any
questions that were asked were answered, and that Ms. Walton provided reports to Dr.

Bernstein on a timely basis.

It is abundantly clear that Dr. Bernstein and his staff chose not to rely upon the strict
terms of the contract, therefore it is not as if Ms. Walton clandestinely hid these facts
from Dr. Bernstein. Rather, it is a situation where as Ms. Walton has attempted to
establish Dr. Bernstein was content that she ran the portfolic as he saw fit, and he was

happy as long as he was a silent partner and he was making profits.

Additionally, major pieces of evidence do not support the Applicant’s position,
specifically:

a. The Reitan letter to Ms. Walton dated June 7, 2013, appended herewith at Tab
“A”, clearly states, as is indicated above, that changes need to be made.

b. On June 13, 2013, as is indicated above, Ms. Walton responded by letter where
she clearly disclosed that she was pooling funds between the various accounts to
smooth out cash flow, appended herewith at Tab “B".

c. From there a great deal of communication, including meetings, occurred.

d. On June 27, 2013, Dr. Bernstein provided to Ms. Walton $3,200,000 to close the
purchase of 620 Richmond Street West, Toronto, Ontario, appended herewith at

Tab “C” is a copy of the Richmond Row Holdings Agreement.



12.

13.

14,

Hence Dr. Bernstein knew on June 13, 2013 that pooling of funds was occurring vet he

still insisted on investing in Richmond Row Holdings Ltd. on June 27, 2013.

Secondly, Dr. Bernstein signed two agreements concerning the Dewhurst property and
the Eddystone property, both agreements, appended herewith at Tabs “D” and “E”, and
paragraph 12 and 13 was amended in those agreements to reflect the actual reporting
occurring on the properties as opposed to the wording from the original agreements

which agreements were followed by both parties more in the breach than the observance.

As Justice Brown outlines in paragraph 178 of his August 2014 judgment, where he
clearly recognizes that the parties were not following the written contracts. It can be said
that Dr. Bernstein was being disingenuous in his protests. He must have known that Ms.
Walton was signing cheques for more than $50,000.00. This is yet another example of
the many issues connected to the fraud application which motivated the Respondent to
seek a trial. Moreover, a trial is clearly necessary as a result of the issues that have arisen
and readdressed by the Applicant in the context of the proper manner in which to
distribute Schedule C funds available. Additionally the Waltons have clearly denied that

any fraud was committed against Schedule C investors.

Dr. Bernstein also claimed that Ms. Walton misappropriated funds from him. In her
October 31, 2013 affidavit, Ms. Walton swore evidence that she diverted funds of his, In
fact, they were not his funds but were the joint equity of the parties in two of the

properties they jointly owned. The term “diverted” used in Ms, Walton’s affidavit, sworn



October 31* was done in error. Nonetheless, this Court alleged “akin to theft” on the
basis of that wording without permitting Ms. Walton to explain, and all of Ms. Walton’s
subsequent evidence has been called into question by Dr. Bernstein’s counsel BUT they
have not cross-examined Ms. Walton on those subsequent affidavits. As such, given that

this is an application, her evidence is uncontroverted on that subject matter.

15. Further, Ms. Walton has provided evidence from five individuals substantiating the
approximately $25 million of work done by Rose and Thistle to the joint portfolio, for
which they were paid $22.6 million and for which the joint portfolio increased by $44
million in appraised value. Those sworn affidavits are uncontested because Dr. Bernstein
chose not to cross-examine those affiants despite having three years in which to do so.
Those affiants are Carlos Carreiro, Steve Williams, Mario Bucci, Yvonne Liu, and Mark
Goldberg. There can be no finding of misappropriation due to the evidence about the

construction work done being uncontested.

16. At the time Dr. Bernstein requested the receivership supported by the Manager at the
hearing date, even though the Manager’s report made no such recommendation, the

property portfolio was vibrant and profitable and there was $170 million of equity

therein.

Duty to Mitigate

17. Dr. Bernstein seeks to recover Schedule C money.



18. However, his efforts in that regard must be seen in light of his stated objective from
December 2013 to make Ms. Walton bankrupt and put her in jail. He has acted contrary
to his own economic interests and contrary to Ms. Walton's economic interests and
contrary to the 42 non-Bernstein investors’ interests as a result of his stated objective.
Dr. Bernstein had a duty to mitigate his damages. Instead by his actions within the
litigation he has caused his damages and gravely imperiled the economic stability of the
Schedule C properties. If the matter had been dealt with privately pursuant to the
mediation and arbitration clauses in all of the agreements, the $170 million of equity
across the Walton portfolio would have been preserved and the parties could have sold
the properties for $500 million and everyone would have benefitted and made money,
and the Schedule C investors would not be involved in the litigation. Instead this

litigation has resulted in a financial debacle for all parties involved.

Ron Walton had no involvement in the matter

19. Ron Walton was a Director of the companies. Bernstein refused to become a director.

20. Ron Walton was a joint owner of the Waltons’ 50% component of the joint properties.

21. Ron Walton played no active role in any capacity within Rose and Thistle during the

relevant 2010 to 2013 time frame.

22. Ron Walton had no dealings with Dr. Bermnstein and other than a couple of social

occasions, never spoke with him.



23.

24,

25.

26.

Dr. Bernstein never cross-examined Ron Walton.

All evidence concerning Mr. Walton’s complete lack of involvement in the partnership

relationship between Ms. Walton and Dr. Bernstein is uncontroverted.

There is thus no evidence to support any damages award or fraud finding against Mr.

Walton.

The Applicant also refers to an email from Ms. Walton to Tom Trklja asking Mr. Trklja
to make some transfers of shares. Dr. Bernstein seeks to have the Court conclude from
that email that none of the Schedule C Investors listed in that email provided money to
the properties mentioned. That is incorrect, as evidenced by Mr. Smith’s work as Ms.
Walton’s personal receiver. Indeed, the whole premise of the Applicant’s position that the
Respondents ‘fraudulently’ preferred the interests of other creditors over the Applicant’s,
does not properly recognize the simple fact that Ms. Walton was properly synchronizing
dates of earlier transactions such as the issuing of shares. She was trying to catch the
paperwork up to the financial transactions. The email was a housekeeping email to
ensure that all of her investors were protected with share certificates evidencing where
their ownership interests lay based on the monies they had invested up to that time. This
process is similar to similar actions in the realm of efforts to catch up on bookkeeping

matters.



27. This particular email has not been examined upon or previously referred to and is another

example of why the contest between the Applicant and Schedule C investors requires a

trial.

Criminal Charges
28. The additional argument raised by the Applicant further illustrates the point raised by the
Respondent at the hearing of the motion on June 3%, 2016, That is to say, a trial of the
issue of fraud is required for a multiplicity of reasons relating to the civil matter and is
not to be avoided because of the ongoing criminal matter as suggested by counsel for the
Applicant, i.e. “Why would she want a trial now,” presumably implying that Ms. Walton
would not want to create a testimonial record in civil court that could be used against her
in the criminal trial. Her right to remain silent has already been violated. That point,
among other things, already alluded to misses the potential for a civil trial to result in a
favourable disposition in the criminal matter, and to, of course, rectify the grave injustice
that has been done to the Waltons by bringing these charges at this late date without

notice to the civil court.

Order being sought

29. The Waltons support an Order that all monies that Schonfeld has in trust related to the
sale of Schedule C properties should be distributed to the DeJongs as to their entitlements
in St. Clarens and Prince Edward, to the Condoses as to their entitlements in Cecil, to the

Levytams as to their entitlements in Cecil, with the balance to be divided pro rata



between the 42 Schedule C investors in accordance with the Schedule attached to Ms.

Walton’s Factum and copied again here.

30. The Waltons support an Order that all monies that Schonfeld has in trust related to the
sale of the Schedule B properties be distributed to Dr. Bernstein or otherwise as the Court
deems just, noting that any monies he receives will impact the quantum if any of his

damages claim.

31. The Waltons seek an Order that Dr. Bernstein’s claim for damages and for a finding of

fraud be put over to a trial date to be scheduled.



ALL OF WHICH IS RESPECTFULLY SUBMITTED
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SCHEDULE A - LIST OF SCHEDULE C INVESTMENTS

Ange Boudle $ 408,880
Triane Boudle $ 126,150
Barb Naglie $ 117,778
Harvey Naglie $ 225,788
Howard Beck $ 101472
Carlos Carreiro $ 300,000
Dian Cohen $ 105,050
Duncan Coopland $ 756,000
Christine De Jong $2,995,318
Michael De Jong $ 786,775
Dennis Condos $ 367,500
Peggy Caldwell Condos $ 10,500
John and Sheila Korchynski $ 105,050
Sheila Korchynski $ 52,500
Paul and Carmen Duffy $ 409,601
Vane Plesse $ 117,675
John Geikins $ 52,500
Gerry Gotfrit $ 259,713
Gideon and Irene Levytam $ 746,000
Ken and Grace Bugg $ 682,825
Joe and Teresa Memme $ 401,050
Mark Goldberg $ 150,000
Jill Penny $ 173,300
Judith and Phil Aber $ 105,050
John and Myrme Rawlings $ 568,850
John and Michele Rocha $ 65971



Saul Spears

Joel Schachter

Danny and Gabi Servos

Cary Silber

Michelle Tessaro
Fareed Ansari
Mike Cowan

John O’Dwyer
Steve Kollins
Matthias Ohm
Deborah McKeown

Total:

$ 67,648
$ 351,822
$ 356,907
$ 16912
$ 162,680
$2,040,250
$ 3,800
$ 100,000
$ 595,221
$§ 200,000
$ 20,000

14,106,536



SCHEDULE “A” COMPANIES
2.
1. Dr. Bernstein Diet Clinics Ltd.

2.2272551 Ontario Limited

3. DBDC Investments Atlantic Ltd.

4. DBDC Investment Pape Ltd.

5. DBDC Investments Highway 7 Ltd.
6. DBDC Investments Trent Ltd.

7. DBDC Investments St. Clair Ltd.

8. DBDC Investments Tisdale Ltd.

9. DBDC Investments Leslie Ltd.

10. DBDC Investments Lesliebrook Ltd.
11. DBDC Fraser Properties Ltd.

12. DBDC Fraser Lands Ltd.

13. DBDC Queen’s Corner Inc.

14, DBDC Queen’s Plate Holdings Inc.
15. DBDC Dupont Developments Inc.
16. DBDC Red Door Developments Inc.
17. DBDC Red Door Lands Inc.

18. DBDC Global Mills Ltd.

19. DBDC Donalda Developments Ltd.
20. DBDC Salmon River Properties Ltd.
21. DBDC Cityview Industrial Ltd.

22. DBDC Weston Lands Ltd.

23. DBDC Double Rose Developments Ltd.
24. DBDC Skyway Holdings Ltd.

25. DBDC West Mall Holdings Ltd.

26. DBDC Royal Gate Holdings Ltd.
27. DBDC Dewhurst Developments Ltd.
28. DBDC Eddystone Place Ltd.

29. DBDC Richmond Row Holdings Ltd.



SCHEDULE “B” COMPANIES

1. Twin Dragons Corporation

2. Bannockburn Lands Inc./Skyline — 1185 Eglinton Avenue Inc.
3. Wynford Professional Centre Ltd.
4. Liberty Village Properties Inc.

5. Liberty Village Lands Inc.

6. Riverdale Mansion Ltd.

7. Royal Agincourt Corp.

8. Hidden Gem Development Inc.

9. Ascalon Lands Ltd.

10. Tisdale Mews Inc.

11, Lesliebrook Holdings Ltd.

12. Lesliebrook Lands Ltd.

13. Fraser Properties Corp.

14. Fraser Lands Ltd,

15. Queen’s Corner Corp.

16. Northern Dancer Lands Ltd.

17. Dupont Developments Ltd.

18. Red Door Developments Inc. and Red Door Lands Ltd.
19. Global Mills Inc.

20. Donalda Developments Ltd.

21. Salmon River Properties Ltd.
22. Cityview Industrial Ltd.

23. Weston Lands Ltd.

24. Double Rose Developments Ltd.
25. Skyway Holdings Ltd.

26. West Mall Holdings Ltd.

27. Royal Gate Holdings Ltd.

28. Royal Gate Nominee Inc.

29. Royal Gate (Land) Nominee Inc.
30. Dewhurst Developments Ltd.



31. Eddystone Place Inc.

32. Richmond Row Holdings Ltd.
33. El-Ad (1500 Don Mills) Limited
34. 165 Bathurst Inc.



SCHEDULE “C” PROPERTIES
(MUNICIPAL ADDRESSES)
1. 3270 American Drive, Mississauga, Ontario
2. 2 Kelvin Avenue, Toronto, Ontario
3. 346 Jarvis Street, Suites A, B, E and F, Toronto, Ontario
4, 1 William Morgan Drive
5. 324 Prince Edward Drive, Toronto, Ontario
6. 24 Cecil Street, Toronto, Ontario
7. 30 and 30A Hazelton Avenue, Toronto, Ontario
8. 777 St. Clarens Avenue, Toronto, Ontario
9. 66 Gerrard Street East, Toronto, Ontario
10. 14 College Street, Toronto, Ontario
11. 26 Gerrard Street East, Toronto, Ontario
12. 2454 Bayview Avenue, Toronto, Ontario
13. 319 - 321 Carlaw, Toronto, Ontario
14. 0 Lutrell Avenue, Toronto, Ontario
15. 260 Emerson, Toronto, Ontario
16. 44 Park Lane Circle



TAB "A"



Dr. BERNSTEIN

Diet & Health Clinics

June 7, 2013

Norma Walton

The Rose and Thistle Group LTD.
30 Hazelton Avenue

Toronta, ON

MBSR 2E2

RE: Bernstein/Walton Projects

Norma:

Dr. Bernstein (Bernstein) requested | undertake a review of the activities of equity investments {the “Projects”) that are
owned jointly with Norman and Ron Walton (“Walton"). The Projects are owned and operated by numerous
corparatians that are each jointly owned by Bernstein and Walton. My review was limited to the Projects up to
December 31, 2011, the latest date for which financial records for the Prajects have been made avallable to me by
Walton. This is a compilation of findings, conclusions, and recommendations resulting from that review.

Bernstein has relied an Walton’s knowledge and representations of the Projects when considering investment terms.
There is a general understanding that the Bernstein investments are secured by sound assets that will in time be sold at
a profit. This review focused on the various agreements {the “Agreements”} and historical information for 2011 financial
statemant purposes. There has been no attempt to confirm market values or anticipated revenues, nor did | undertake
an audit of the Projects, both of which would have been outside the scope of my review. Nevertheless, | believe my
review indicates significant cause for concern and action on Bernstein’s part to protect his investments, which at the
time of this letter, total approximately $110 million on a cash basis.

Summary
The following Is a summary of conclusions:

1} Walton is not making her own equity investments in the Projects in equal proportion to Bernstein despite an
understanding that she was to do so.

2) Walton is taking on third party investors, which is expressly prohibited in the Agreements.

3} Walton has significant related party transactions with the Projects, the magnitude of which Bernstein had not
been made aware of.

4) Project expenditures have not been presented for approval by Bernstein, as required in the Agreements.
5) Lack of reporting has limited the ability to assess historical information in an effort to improve our
understanding of same and affect Project outcomes.

6) Project properties were sold without the required pay down of associated mortgages.

21 Kern Rd, Toronto, ON M3B 159 (416) 447-3438 » Fax (416) 447-0750
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Bernstein/Walton Projects Review Letter Year Ended December 31, 2011 Page 2

There is interrelated support for this in the following areas:
1} Equity
2) Mortgages
3) Fees
4} Business Plan
5) Reporting & Control

it is my recommendation that:
1) Walton responds to the satisfaction of Bernstein to concerns herein.
2) Equity and mortgage deficlencles are rectified.
3) Respansibility for Financial and Corporation Administration for the projects is moved to Bernstein.

4} Prajects are jointly managed by Walton and Bernstein, with Bernstein approval required at any and all steps and
for all expenditures.

The next several pages are GENERAL INDICATIONS, DETAILED FINDINGS, and CONCLUSIONS for each area. The last page
herein contains detailed RECOMMENDATIONS.

Resolution of the issues and implementation of the recommendations is my highest priority. Please contact me
immediately so that we can move forward in an expeditious manner.

Very truly,

P o

James 0. Reitan

Director of Accounting and Finance
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1) Equity
3. General Indications:

i. At December 31, 2011, the equity investment split was 79% Bernstein and 21% Walton.

Equity » | Company » Bernsteln Walton Grand Total
1186 Eglinton Bannockburm Lands Inc. 2225000 73717 2,298,717
18 Wynford Wynlord Professional Cenlfre Lid. 1,034,830 0 1,034,830
241 Spadina Twin Dragons Corporation 1,120,500 350,000 1,470,500
32 Atlantic Liberty Village Lands Inc. 396,736 0 396,736

Liberty Village Properies Lid 1851434 B39266 2,690,700
450 Pape Riverdale Mansion Lid. 470,473 250,021 720,494
5770/6780 Hwy 7 Waat Royal Agincourt Corp 2257500 987800 3,245,300
Grand Total 9,366,473 2.600.803 11.867.276

b. Detailed Findings ~ It should be noted that the findings are as based on the Projects’ records. If depaosit for
purchase of property or equity contributions have in some way been made outside Project records, and s not
reflected in the Project general ledger, it will not be taken into account in these comments. | am unaware of any
such deposits or contributions,

i. 18 Wynford; Wynford Professional Centre Ltd. (“Wynford”)

- The agreement calls for equity contributions from the partners as follows:

7. Walten and Bernstein bave each provided % of the $450,000 deposit to purchase
the Property.

8 The balance of equity in the amount of $4,659,150 each will be paid as follows:
Bernstein will provide to the Company the sum of $1,700,000 o or hefore
Februacy 3, 2011;
b. Walton will provide the sum of $1,700, DDO to the Company iz a limely
manner as tequired n% Project f gc leted; and
)E c. Bemsiein and WaliodWill providd aining sum of $1,259,180 in a
tirnely manner as mqm:cd.

- Equity contributions to February 4, 2011 were as follows:
Bernstein Walton

Depaosit 1110/10 $225,000
Bernstein due 2/3/11; Walton due on a timely basis c2/0311 1,700,000
Remaining sum due from each partner at 50% 02/0411 300,000
Tatal Equity Investment $2,225,000 30

Waitan has not made the equity contributions as required. Bernstein Is into the third level of funding
with no equity investment by Walton,
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li. 243 spadina; Twin Dragons Corporation

- The agreement calls for equity contributions from the partners as follow:

7. Waliun has alrendy provided $300,000 a3 o deposit to purthase the Proposty.
Bemstein will provide w0 e Company the sum of 55,120,500 on or hc!’me
Octoher 14, 2000, Walton will provide o fucther $820,500 to the Company in a
timely manner 03 required as the Projeet is completed:

§. Walton and Bemstein will each provide 50% of whatever uddillm_ml t.':mitul uver
and ubove the $1.120,510 each that [s reguired 1o complete the Project. if sy, ino

timely manner,
- Asof December 31, 2011, equity contributions are as follows:
Bernslein Wattan

Gidean & kene Levytam 08/01410 50,000
Ange Bovdla 1973018 S0,000
iklal Depoak 1015110 1,120,500
Teresa & Joz Memme 1072710 100,000
Buncan Coopland 10/29110 150,000

1,120,500 350,000

The equity applied to Waiton wos received from third parties after execution of the agreement. In ane
instance the memo on the chegue states:

Ras § G0 LYY P

TRENE

MEMO

1185 Eglinton; Bannockbum Lands, Inc./Skyline

- The agreement calls for equity cantributions from the partners as follows:

9. Waliea and Bemmstuin have cach provided ' of the SMX,000 depasit to purchase
the Property.

10. The balance of eqully In the amoont of $2.351,900 each will be paid as follows;

2 Bernstcin will provide to the Corepany the mm of 51,751,000 on or belore
December 17, 2010;

b, Walten will provide the sum of $1,750,000 to 1the Comfmny in a timely
mastner s tequised as the Project i completed:

. 17 and when the vendar take back mongage of S500,000 i< required to he
paid back prior 10 the completion of the Project, both Bemsiein asd
Wallon will provide a further 3250000 each as required 1o pay out the
vendur take biack mongge:

d. If and when tbe fand transter tax s requlied 10 be pald, Bemnsiein and
Wollen will each contribute the sum of $127.500 or whatever ameunt
cquils 50% of the total amount due; ansd

e. Bernsieln and Walton will provide the remaining sum of $224.400 in a3
timely manner as recjuired.

- As of December 31, 2011, equity contributions are as follows:

Barnsiein Walton

Deposit 140172010 5150,000

10.g installmert  12/1772010 1,750,000

Deposit 12312010 860,604

10 binsiailnent 08/03/2011 325,000

Deposit 12312081 12,514
§2,225,000 573,718

Waiton has not completed the equity deposit as required by the agreement. Bernstein is into the third
level of funding with no equity investment by Wolton.
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iV. 32 Atlantic; Liberty Village Lands Inc & Liberty Village Properties Inc.

- The agreement calls for equity contributions from the partners as follows:

7. Walion originally provided the original deposit and Dernstein has reimbursed
Walton such that cach party has now provided Y2 of the $300,000 deposit to
purchase the Property, which amount will form purt of the equity contributions,

8. The balance of'equity in the amount 01'S4,196,340 will be paid as lollows:
4. Bernstein will provide to the Company the sum of $2,098,170 on or before
August 29, 201 1; und
b. Walten will provide the sum of 52,098,170 to the Company in a timely
munner as required as the Project is compleled.

- As of December 31, 2011, equity contributions are as follows:

Bematem Waltan_
Deposit /0172010 5100
Daposit 1110/2010 150 000 00
Dus 8729111 0erz2/2011 246,736 00
Oue B729/11 a2z 1851434 GO
Deposit & due an time!y basis 1213172011 833,165 69
§2,248,170 $839 265

Walton has not completed the equity deposit as required by the agreement on a timely basis.

V. 450 Pape; Riverdale Manslon Ltd.

- The agreement calls for equity contributions from the partners as follows:

7. Walton has provided the $75,000 depasil 1o puschase the Property, which amount
will form part of Walton's equily contributioss.

8. The balence of equily in the amount of $865,946 will be paid as follows:
a. Bemsiein will provide to the Company the sum of 3470473 on or before
Juty 4, 2011; andd
b. Walton will provide the sum of $395473 o the Campany in a limely
manner as requised as the Project is completed.

- Asof December 31, 2011, equity contributions are as follows:

Bernstain Wallon
Installment aa2712011 5470473
Depositfimely Instaiment 1273172011 5250021

Walton hos not completed the equity deposit as required by the ngreement on o timely basis.
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c-

vi. 5770/5780 Hwy 7 Wast; Royal Agincourt Corp.
- The agreement calls for equlty contributions from the partners as follows:
1. Walton and Yemsicin each paid $475,000 towards the deposit and due diligence
items,
8. Walten and Demstein have or will pay as follows:
n. Bemnstein provided 10 the Company the sum of §1,782,500 on December
15, 2000; and
b. Walion will provide the sum of $1,782,500 in o timely monner as requined
as 1he Project is completed.
9. Walton and Bemstein wilt cach provide 50% of whatever additional espital over
end uhove the 52,257,500 cach thal is required 1o complete the Project, ifany, ina
timely manner.
- Equity ownership is limited to Bernstein & Walton.
5. The ownership of the Company will be as follows:
a. 50% 10 Bemmaiein: and
b. 58% (o Ron and Norma Walion as they may direct between each other or
alternatively to be held by o completely Walton-owned and controlled
company, provided that ofl covenants end ogreements of Walton hercin
shull continue in ful] force and effect und such company execuies an
agreement 10 be bound by the provisions of the within Agreement.
- As of December 31, 2011, equity contributions are as follows:
' Bematen Yiaton
Depasd s $475000
Funds dua 121511 2rsu 1,782,500
Preferted Shargs?
1607544 Ontorio nc. (Anzar) 1291 100,009
1788371 Ontare e, 27311% 100,000
Baroarg Hagle 123 100,000
Cary St 127 20,000
Orace and Ken Bugg 201 120,000
Je#l & Renee Schachter 123111 175,000
John Rocha and Wichele Peng 123Nt 2 24
Otimby kivestrant Limted 123m 108,200
Stoclton & Bush AU ne 123111 100,000
Vane Plasze 1231 100,800
2.257.500 597,800
Walton's equity appears to be funded by 3" parties and appear to be made after Bernstein’s deposit
and 8.0. instaliment
Conclusions
i. Waiton has not made deposit equity contributions as required by the Agreements.
li. Walton has not made progress equity contributions as required by the Agreements te be made in a timely
manner.
iil. Waiton appears to be funding equity requirements using third party investments directly into the projects in
violation of the Agreements.
iv. The lack of balance between shareholders of funds invested is significant and consistent throughout the

group campanies.
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2) Mortgages

c.

General Indications
I, A sale occurred without mortgage pay off.
b. Detailed Findings

18 Wynford; Wynford Professional Centre Ltd.

The mortgage for this property was held by 368230 Ontario Ltd (a Bernstein controlled company).

A sale in the amount of $3,100,000 for a number of suites was closed in 2011. The mortgage agreement
for this property states the following:
SALE BY CHARGOR:

In the event of the Chargor(s) seliing, convaying, transferring or entering into any
agreement ol sale or cranafer of the citle of the said lands, or if the Chargor io o

corporation, the sale, transfer or asaignment of any shaces of the corporation, to
any

p::;ha;ir, granted#, transferee, or asslgnea, all monies hereby sacured, tagether

W a

ac::ucd intereat and prepayment penalty set out abave, shall forthwith become dus
an

payable, at the option of khe Chargee (s} .
The mortgage became due and payable as a result of the sale.

Equity was retumed to Bernstein ond credited against Walton's receivable rather than paid down against
the mortgage. This is a violatian of the martgage terms.

Conclusion

i

Mortgage terms are not being followed.




-
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3) Fees

a,

b.

c.

General Indications

i. Services for build out and management charges are provided by Walton. The build out charges are billed by

type of expense with the exception of Wynford, which was a square foot charge for the project. Charges by
company and type are as follows:

Liberty Wynford
Bannockbum Village  Riverdale Twin Dragens Professiona
Row Labels - Lands Properties Manslon Corporation | Centr#  Grand Total
- Actual-Sq. FL
Labour 3550000 3550000
Management Fees 355.000 355,000
- Actual-Braakdown
tabour §37.000 220777 103,131 860,308
Doors 12321 12,321
Painting 1500 1.500
Cameilttion 330,600 350.000
Electrical 208,500 206 500
Elavator 102,500 102,500
Fira System 362.500 262,500
Flooring 77.500 T7.500
Framing 310,000 125330 435,390
HVAC 198,006 198,000
Plumbing 167,500 167.500
Roofing 87.500 38 500 136,000
Windows installation 159,000 158,000
Adverlialng and Premation 2800 800
Brickwork 34.500 34,500
Mansgement Feas 9177 91,500 114 632 113.000 330310
Landseaping 7.702 7.702
Materials 275848 275,646
Prafesstonal Fess.Architactural 295000 295,000
Professlonet Fess Consulting Feas 30,300 71.000 2,500 163,600
Grand Tatal 99,477 2,581,500 1,184,147 220,821 3,918,821 7,084,578
Detailed Findings

i. 18 Wynford; Wynford Professional Centre Ltd.

- Fees charged by Walton to the partnership during the period were:

Cost of Sale-ON Lung Capitalized Total Plan
Build out $313,821 $3,250,000 53,563,821 $2,525,000
Managament 30,000 325,000 355,000 252,500
$343,821 $3,575,000 $3,918,821 $2,777,500

- Management fees are billed to the partnership at 10% of build out.
Although the huild out fee is at $50/sf appears reasonable, there are severol Issues here:

- Was the arrangement of Walton providing these services approved by Bernstein os required by the
Agreements?

- What exactly Is the role of Walten's company in providing these services?

- WhaIs performing the work, Walton, ar sub-contractors?

- Are there third porty invoices supporting these charges?

- Whatis the method of invoicing, i.e.: cost plus, per sf based on market rates?

- Why did management charges increase automatically with the cost of build out?

Conclusions
i Significant related party transactions are occurring without proper approval,
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4) Business Plan
a. General Indications

.
l.

-
I

Differences between the Business Plans as set forth in the Agreements and the actual results are not

Page 9

explained but they appear to indicate that the ariginal budgets were Inflated to maximize Bernstein's
investment and eliminate a need for equal investments by Walton.

b. Detailed Findings

18 Wynford: Wynford Professionsl Centre Ltd.

The Business Plan summarizes anticipated profits as follows:

Anticipoted Profit

Value of 18 Wynford: s 19,904,370
Less Project Cost: 5 14,709,180
Projected Prafit: [§ sao590
The Business Plan detalls show the following capital requirements:

Purchase $9,045,000
Renovation net cost =
Tenantimprovements/inducements/allowances 2,777,500
Total capital required $11,822,500
Less: Projected operating income ($896,031)
Net capital $10,926,469
The partner equity investment requirements appear to be based on:

Project Costs $14,709,180

Less: Existing mortgage 9,600,000

Partner Equity Investment Requirement Total $5,109,180

Partner Equity Investment Requiremeant Split $2,554,590

The Project costs {$14,709,180) are significantly in excess of the Totol Capital Required ($11,822,500).
Based on the methad of shareholder occounting, the excessive Project cost projection in the plan
(52,886,680} results In Share Subscription Receivable {unfunded equity investment) from Walton

(52,554,550).
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241 Spadina; Twin Dragons Corparation

- The following are results through 12/31/11 compared to plan capital requirements:

Aclual Plan

Purchase 54,722,128 $4,791,000
Professional fees inc 160,000
Renovation costs 2,713,989 2,550,000
Carrying costs - 1,040,000
Total capital required $7,436,117 48,541,000

« ‘The partner equity investment requirements appear to be based on:
Project Costs 58,541,000
Less: Mortgage 6,300,000
Partner Equity Investment Requirement Total $2,241,000
Partner Equity Investment Requirement Split $1,120,500

The Total Capital Required (58,541,000) appears to be excessive in as much as Walton has contributed
$350,000 through the end of 2012,

118S Eglinton; Bannockbum Lanks, Inc.{Skyline

- The following are results through 12/31/11 compared to plan capital requirements:

Actua Plan

Purchase $11,833,355 $8,949,000
Demolition Inc. 854,920
Development Inc. 1,760,000
Carrying costs the, 1,639,880
Total capital required  $11,833,355 $13,203,800

- The partner equity investment requirements appear to be based on:
Project Costs $13,203,800
Less: Mortgage 8,200,000
Partner Equity Investment Requirement Tatal $5,003,800
Partner Equity investment Requirement Split $2,501,900

The Total Capital Required {$13,203,800) appears to he exoggerated in os much as Waiton haos contributed
573,717 through the end of 2012,
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v,

32 Atlantic: Liberty Village Lands Inc & Libesty Village Properties Inc.
- The Business Plan details show the following capital requirements:
Actual Plan
Purchase $12,350,596 $9,038,500
Professional Fees inc 515,000
Development inc 4,500,000
Carrying costs inc 1,742,840
Total capital required  $12,350,596 $15,796,340
- The partner equity investment requirements appear to be based on:
Project Costs $15,796,340
Less: Mortgage 11,300,000
Partner Equity Investment Requirement Total $4,496,340
Partner Equity Investment Requirement Split $2,248,170

The Total Capital Required ($15,796,340} appears to be exaggerated in as much os Walton has contributed
$839,266 through the end of 2012,

5770/5780 Hwy 7 West; Royal Agincourt Corp.

- The Business Plan details show the following capital requirements:

Actual Plan
Purchase $14,983,000 514,974,500
Professional fees Inc. 575,202
Tenant fixtures Inc. 440,000
Carrying costs 1/1/12 to 4/30/12 125,298
Total Capital Required $14,983,000 $16,115,000
- The partner equity investment requirements appear to be based on:
Project Costs $16,115,000
Less: Existing mortgage 11,600,000
Partner Equity Investment Requirement Total $4,515,000
Partner Equity Investment Requirament Split 52,257,500

The Total Capital Required (516,115,000} appears to be exaggerated in as much as Wolton has contributed

$1,127,800 through the end of 2012 (assuming you accept “Preferred Share” contributions to be Walton’s.

€. Conclusions

There Is an appearance of effort to manipulate the equity requirements and business plan representations
in the agreements such that Walton capital requirements are minimized. This may be a reason the
difference between the business plans and the actual results have not been explained.
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5} Reporting & Control
a. General Indlcations
. Reporting is not being performed on a timely basis.
ii. Bank reconciliations are not being performed on a timely basis.
fil. Approvals are not being performed.
b. Detailed Findings

i. The following clause is generally stated in each company’s agreement.
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13. Waiton will provide o wrillen repont to Bemsicin cach month detmling the
fallawing:
i copics of invaices for work completed;
b. the bank sutement for that month; and
c. if the bunk siwtement ducs not hove @ copy uf cancelled cheques, then
Walton will nlso provide a complete listing of all cheques writen,
lacluding payees, dates und umounts.
At Bernstcin's request, Wallon will provide whatever other bick-up information
he requests.  Any cheque or transfer over $30,000 will require Bemsiein's
signature or writien npproval before being proceased.

There has been no reporting or approvals as required by this ciouse.

ii. 241 Spadina; Twi ons Cor ion.

v. Lega
¢ Drafting ond filing legal documents
» Litigation
¢ The conversion of commercial rental units to commercial and/or residential
condominium properties and the implementation of condominium sales programs
¢ Zoning, by-law and legislative compliance
» Severance and variance applications
» Representation at municipal zoning, fire, building und by-law hearings

LEE A LT Ty R 1 A D VR Tl D e L —
Centralized e functions, including financinl statements and
audit, accounts receivable, accounts payable, poyroll, cash and tax menagement
e Weckly, monthly or quarterly occupancy and collection reporting

e  Weekly, monthly or quarterly financial report

= Annual budget preparation
¢ Unit tumover costs

e Capital expenditures
Operating and labour costs

Partnership distributions as directed

. With the exception of late, notice ta reader Balance Sheets and Stotement of Operations, there has been
no reporting of the above after what were initially requests, which progressed to demands for same.

C. Conclusions

i. Lack of reporting and control has resulted in unauthorized payments and no ability to assess historical

information in an effort to improve our understanding of and have effect on Project outcomes.
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Recommendations
The following recommendations should ba put into effect imsnediately.
1) Walton must provide response through clarification and if appropriate, actions to these cancerns:
a. Clarification of the status of these outside investors,
b. Correction of mortgages.
¢. Rectification of equity in the projects to reflact actual equity invested.
d. Allrelated party transactions are documented and approved in advance.
2) leverage the strengths of investors by dividing responsibilities.
a. Walton retain responsibility for:
i. Business development
fi. Project administration
iii. Property administration
b. Bernstein takes control of:
i. Corporate Bocks
ii. Accounting
ili. Finance administration
1. Cheques signed by Dr Bernstein or Warren Bernstein
iv. Legal affairs
3) Walton makes recommendations, Bernstein retalns authority to act.
4) Reporting requirements previously imposed on Walton will be imposed on both Walton and Bernsteln,
5} The terms of agreements should be modified to reflect the above.
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June 13, 2013

Mr. Jim Reitan

Director of Accounting and Finance
Dr. Bernstein Diet and Health Clinics
21 Kern Road

Toronto, ON M3B 159

Dear Jim,

Re: Joint Bernstein-Walton Portfolio

In reviewing your 13 page litany of complaints provided to us on Friday, June 7, it struck
me that you do not appreciate the role we play in this partnership. Your comment that
Dr. Bernstein has cause for concern and action on his part to protect his investment is
wholly offensive. We own 57 properties in Toronto, of which 32 are jointly owned with
Dr. Bemstein. We have approximately 50 full-time staff and ancther 25 to 40
subcontractors and trades on regular pay to complete the joint project mandates for these
projects. We spend every hour of every weekday of every week of every month of every
year ensuring that the portfolio is performing at or above pro forma. We challenge you to
point to any investment or business in Toronto or Canada or the world for that matter that
has returned the 30% plus ROE that this portfolio has thus far returned with its completed
projects. Furthermore, those retums are accelerating as evidenced by how our 1 Royal
Gate project is tracking. That investment by Dr. Bernstein of $5 million is tracking to be
worth double that inside of twelve months from date of investment. How can you beat
that, and how can you complain about our performance given those realities?

The joint portfolio is worth in excess of $330 million and a number of projects are poised
to cash out with stellar returns above the 30% threshold in the next twelve months.
Within that context, I would suggest that the issues you raise, even if they were accurate
which they largely are not, are minor in nature. Dr. Bernstein has been well served to
date by this partnership as have we. We have done an outstanding job of performing our
role withir this partnership, with the only area where improvement is needed being the
area of financial reporting. For you to focus solely on that area without any
acknowledgement or appreciation of how phenomenally well we have managed the joint
portfolio is blinkered in the extreme.

We are known in the city of Toronto as proven money makers in real estate. The Rose
and Thistle Group have a reputation for delivering the best returns in the business over
the past three years. We are the envy of the real estate street and as a result we have a



queue of investors looking to partner with us to make them money in real estate like we
have with Dr. Bemstein. We have declined to engage them because we understand and
appreciate Dr. Bernstein’s role within our partnership and are loyal to him as a result.
We expect the same from him, otherwise this partnership is not going to thrive going
forward. We bave performed exceptionally well and it would be a tragedy if the tenor
and tone taken in your correspondence rins what should continue to provide outsized

returns going forward, particularly given how well it has done to date and the momentum
it currently enjoys.

Within the partnership we provide the following services:

We find the properties;

We negotiate the agreements of purchase and sale;

We arrange financing;

We personally guarantee financing as required and protect Dr. Bernstein from

exposure in this regard;

We prepare the project plan;

We deal with lawyers to close the purchase;

We implement the project plan, which may include:

a. Engaging architects, engineers, interior designers, surveyors, cost
consultants, planners, and various other consultants;

b. Obtaining rezoning, severance, condominium registration, and building
permits as required;

¢. Performing ourselves or supervising construction and renovation of the
properties in question;

d. Negotiating prices and contracts with and paying all employees and trades
engaged in fulfilling the project plan;

e. Engaging the city of Toronto for all municipal approvals required,
including attending numerous meetings with the city politicians and staff
to ensure our project plans are approved;

f. Creating marketing material and sales material to attract tenants and
purchasers to our projects;

g. Meeting with real estate brokers to pegotiate deals with prospective
tenants and purchasers;

h. Fulfilling all conditions to close those deals;

i. Amanging refinancing of the properties once the project plan is
implemented;

J- Repaying debt and equity upon project complenon,

8. Managing and maintaining the property going forward;

9. Performing all administration, financial and accounting services required by
the joint portfolio;

10.  Reporting to Dr. Bernstein on a daily, weekly and monthly basis as to the
status of all investments; and

Il.  Any and everything else required to ensure the portfolio thrives.

We are not prepared to change the contract terms to cede control of accounting and

finance as you have suggested. We are prepared, as we’ve already indicated, to provide

you and Anjela and anyone else you wish unfettered access to the accounting records and

-
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books related to our joint portfolio as they are updated and checked for accuracy so you
can report to Dr. Bemstein as frequently as desired how the portfolio is doing. In that
vein, we are looking 1o change the corporate structure of the joint portfolic to make this
task easier and also purchase software to make reporting on a current basis easier.

You have raised a number of allegations, some of which are accurate and some of which
are not. Let me address those:

1.

We share funds across the joint portfolio to smooth out cash flow. That is in
keeping with the joint objective of creating one financial vehicle, whether a
private REIT or some other entity, to permit the most efficient tax planning to
occur and to simplify and streamline our portfolio’s operations to everyone’s
benefit. In that vein, we are focused on completing our 2012 financial
statements and then meeting with your accountant and ours along with legal
tax experts to ensure this structure functions effectively. Despite the sharing
of funds, we account for each property separately so property performance can
be assessed accurately for each joint investment;

Dr. Bernstein is contractually obligated to provide his cash first, with our cash
to be provided as the project requires. Hence your comument that as of
December 31, 2011 we have not put in as much cash as Dr. Bernstein is
accurate, That is in keeping with the arrangement we've negotiated.
Undoubtedly those numbers will become closer to even in 2012 and beyond
because we began to invest together in 2010 and most of our projects have 30
to 36 month timelines, Eglinton is a good example of this. We finvest
$150,000 per moath to casty Eglinton pending our successfully completing re-
zoning and sale of that property. Dr. Bernstein has no further obligation to
invest in Eglinton so his equity will not increase, whereas ours increases every
month;

Your comment that we inflate our project pro formas to extract maximum
money from Dr. Bemnstein up front and thus reduce our financial obligation is
both offensive and completely uninformed. You have neither the real estate
expertise nor property experience that we have. You have no basis for your
views other than your comment that we have beat our pro formas in some of
our projects. First of all, all of those projects are not yet completed and
secondly, if that is the case, that event should be celebrated, not criticized.
We prepare project pro formas at the time we negotiate to purchase the
properties. We use our vast real estate expertise to as accurately as possible
prepare the pro forma. We never want to have to come back to Dr. Bemstein
to increase his equity beyond what we initially forecast, and we take that
responsibility very seriously. The fact that ualike most pro formas, we have
been able to better some of ours in reality is a fabulous track record and shows
our ability to outperform our own expectations. Please don’t criticize us in
areas where we have far more experience than you and you are merely
postulating a premise that is wholly inaccurate and frankly quite offensive;
We do not have outside investors in the properties we jointly owa with Dr.
Bernstein. As Mario explained, before Dr. Bernstein became a 50% owner of
Spadina and Highway 7, we had attracted investment from third parties. The



moment he became an investor, we shifted all of those responsibilities over to
The Rose and Thistle Group Ltd. and that is where they currently remain. We
would not dilute ownership in a project with Dr. Bemstein.

5. Your comment about Wynford's mortgage not being properly discharged in
the OLA transaction has been explained to you, Idon't know if Dr. Bernstein
ever signed the Acknowledgements to Discharge, but I am certain that we
advised him of our intention to discharge his mortgages and divide the $3.1
million as equity reimbursement instead of mortgage pay-down and he agreed.
We have subsequently refinanced that property and fully paid out Dr.
Bemnstein for this loan, so I am not sure why you continue to harp on this
issue. Further, we now run all such transactions through Devry Smith so that
they can fully protect Dr. Bernstein's interests and fully report to him on those
transactions, so if this ever was an issue, it has been resolved going forward;

6. Your comment about us using The Rose and Thistle Group Ltd. to provide
services to our joint portfolio is 100% accurate and fully disclosed and
expected. We are able to perform construction and renovation at wholesale
prices. Even after we add a project management fee, we are far under market
for these services, to the significant benefit of the joint properties and the pro
formas. Further, we always pay to Dr. Bemnstein at least fair market value for
his mortgage services, being 8% interest on first mortgages with a 2% fee, and
1% on second mortgage with a 2% fee. Hence both The Rose and Thistle
Group Ltd. and 3658230 Ontario Limited benefit from the joint portfolio,
which is as it should be.

7. We are fully on board with providing Anjela access to the full joint portfolio
as evidenced by our actions to date, and in fact we have her doing a lot more
than just reviewing. In fact, she is now booking purchases, reconciling

property tax, and obtaining access to more and more of the joint portfolio as
the books and records are updated.

The only area where we have not been able to comply with our contractual obligations to
Dr. Bernstein relates to the provision of accounting records on a monthly basis and the
expense approvals set out in the earlier agreements. We are working to rectify this by
providing the access he desires and by amending the terms of the agreements to reflect
the current reality given the size and scope of our joint portfolio. That is why we
changed the wording of that clause in the Dewhurst and Eddystone agreements to better
reflect the financial reporting access und expense oversight that was in reality occurring.
We are open to your comments on our proposed changes to those clauses, but the original
clauses in the agreements are not feasible now given the size of the portfolio.

We thoroughly enjoy being in business with Dr. Bemstein, Together we have had very
good fortune in business thus far, and the momentum appears to be only accelerating.
We have appreciated your involvement wilh our business thus far and look forward to



together making our financial reporting systems better going forward. We are happy to
respond to your queries and questions on an ongoing basis so you and Dr. Bernstein has
an accurate an understanding as possible about our joint portfolio. We keep Dr.
Bernstein apprised of all goings on with the portfolio on a daily, weekly and monthly
basis and we are confident with your and Anjela’s involvement, his understanding will
only improve and become more fulsome as he layers in detailed financial knowledge of
what is happening on the ground.

We would like to hit $1 billion in joint properties together over the next five years, If
that is to occur, each of us needs to respect and appreciate what the other brings to the
partnership. We are hopeful that is Dr. Bemstein's desire as well, and if so look forward
to many more years of successful partnership and collaboration to mutual benefit.

Yours truly,
THE ROSE AND THISTLE GROUP

Norma Walton
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AGREEMENT
Between:
DBDC Richmond Row Holdings Lid,

*Bernstein™

-~und -

Ron and Normu Walton

“Waullon™

-ond -

Richmond Row Holdings Lid.

the “Company™

WHEREAS Bernstein and Walton intend 10 putchase 620-624 Richmond Street West
{165 Bathurst Sucot, Toronto, Ontario (the “Property”) on or about June 27, 2013 and
put awnership of the Property in the Company’s name;

AND WHEREAS Beemnstein and Waltor, or whoever Bernslein and Walton may
direet will euch hold 100 shares in tho Compuny;

AND WHEREAS Bernstoin and Walton will each provide the sum of $5,820,388 10
the Company for Lhe purposes of purchasing, renovating, leasing and then refinancing
the property (the “Praject™);

AND WHEREAS Walton will munage nnd supervise the Project and ensure il is
completed uccording to the excel spreadsheet atiached as Exhibit “A™ 1o this
Agrecment;

THEREFORE Lhe pusties ngree us follows:

1. Wallon has contrucled to purchase the Property und the purchuse is scheduled to
close on June 27, 2013,

2. Wallon has commenced pre-plonning for the securing of new re il tenunts; the
securing of commercial lenuats; the renovalion of the corimon areas nnd creulion
of a model suitc lo atirct those commercial lenanls; vacaling of the live-work
lenants; reaovation of the property to design-build for the new commercial and
retil tenants; followed by nefinancing of the property once the new teaunts are in
ocoupHaCy.

3. Wallen intends t0 purchase, rcnovate. leuse and refinance the Property in
nccordance with Exhibit “A”,

=, k)
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4,

10.

11.

Walian anticipules that cach party will necd to provide the sum of $5,820.338 in
shureholders loans to the Company to complets the project. Shaseholders loans
will uttruct intcrest of 10% compounded monthly. Shurcholders laans will be pid
back al the lime of pruject refinuncing, sale or completion, before uny profits ase
distributed.

Bernstein wishes to own 50% of ths shores in the Company in exchange for
providing 50% of the cquity and his portion of the sharcholder*s loan reyuired to
coinplele the Projec.  The Compeny will issue sufficient sheres such thal
Bernstein has 100 and Wulton hos 100 voling shares of the sume cliss, und
Bernstein and Walton will each pay $100 for those 100 shares.

‘The ownership of the Company will be as follows:
a. 50% lo Bernutcing and
b. 50% to Ron and Normn Wallon as they may direct belween euch other or
altematively to be held by a completely Walton-owned and conirolled
company, provided thal nll covenants and agreements of Walton herein
shall continue in full force and effect and such compuny exccutes an
ugreement to be bound by the provisions of the within Agreement.

Walton will be munnging, supervising and completing the Projoct in uccordance
with the attached Exhibit “A”,

Bernsiein hus provided the sum of $650,000 cover Ihe deposit cosls, morguge
fees, and duc diligence expenses to purchase the Property. This amount is a
shureholders loun. Bernstein will provide on June 27, 2013 the sum of
$3,200,000 es o further sharcholders lonn, whieh loan will also nttmet interest of
10% calcutated soini-anaually, two N‘n.':b\( @ <2y

Beensicin will provide the remuining sum of $1,970,388 as u shareliolders lonn
once u commerciul lenuat hus been secured or once the building renovations
begin.

Walton will provide the sum of $5,820,388 in sharcholders fuans thereulter as the
project requires,

Whalion and Bemnsicin will each provide 50% of whatever ndditiuna! shireholder
loans over mud above the $5.420,388 cach thal IS required to complete (he Pruject,
if any, in o timely manner.

12. In uddition to managing, supervising and completing the Project, Wafton will be

responsible for supervising the renovalions of the building on the Property, hiring
of all consullants, designers, uechitects ond engincers 1o complete the Project,
finonce, bookkeeping, officc administration, accounting, information technolopy
provision, filing tax returas for the Company, und fulfilling afl aclive roles
required to complete the Project in accordunce with Exhibiy ~A”,
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13.

14.

15,

16.

17,

Bemstein will not be required to play an active rolo in completing the Project.
Notwithswanding Lhat, any decisions cuncerning the sclling or the refinnncing of
the Property will require his approval; uny decisions requiring an increuse in the
totul amount of equity required 1 complele the Project will requiro his approvut;
und uny significunl decisions that vury from the Projeat plun described in Exhibit
*A" will require his approval.

Waiton will provide to Bernatein ongoing reports ul minimum monthly detuiling
all items reluled 1o the Property including the progress in moving the plan
[orward,

Walion will provide n writlen scport to Bernslein each month detulling the
following;
#. copies of invoices for work completed;
b. the bank statement for thut month: and
t. If the bank stalcment does nat have & copy of cancelled chequoy, then
Walion will wlso provide u complete listing of oll cheques wrilten,
including payees, dales and umounis.
Al Bernstein’s request, Walton will provide whatever other back-up information
he requests.  Any cheque or lransfer over 350,000 will requine Bemnatein's
signature or written approval befose being processed.

Onexs the Project iy subsiantially completed to the point that ol of the Propesty has
becn leased and rofinanced andor sold, both parties wil) be paid out thair
shurcholders loun capital plus interest then profits will be distributed in
wccordance with ownership. Once the property is sold, Walton will retuin (he
Company for potential future use,

The Board ol Directors of the Compuny will be composed of lwo directors, heing
Hemnsiein and Normn Walten, provided that nitially the two directots will be
Normu and Ron Walton until Ihe financing is in pluce and the purchise hay
ctosed. Tho only shares to be issued in the Company will be as set out ubove, und
neither party may iransfer his or her shares (o another party williout the consent of
all the other purties, which conscnt mmy be unreasonably withheld, Berustein
shall have the aption of heing puid out his shure of cupital and profits from the
Project und once he has been paid out in full, he will surrender his shure
certificale, he will concusrently resign from the Banrd of Dircciors and Nosma
Wallon and the Company will uccept such resignation. At such time Bemsicin
shall be rcfcascd of all obligatiuns und liubility related ta the Company and shall
be indemnified by Walton with respect to ull Habilitics, claims und obligntions
whatsoever of the Company up o the dale at which Bernstein has been puid ow
his capital and pralits from the Projccl.

()

Emg)
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18, The Company will anly be used lo purchose, renovale, lease asd refinance the
property mt 620-624 Richmond Sireet West /165 Buthurst Street, Toranto, Onturip
or such other matters solefy reluting Lo the Projcct and the Property.

19. {f the purtics disagree on how lo munnge, supervise and complete the Project in
atcordance with Exhibit ~A" ond connol reach agreement umongst themselves,
euch of them undertakes lo uliend a minimum of four hours of mediulion in
purseit of reaching an agreement.  Afler mediatlon, if there gre uay remaining
issues to be determined, these issues in dispule shull be determined by o single
arbijrator in us cost-cffective u maancr ws possible, with no right of appeal. All
casts of such mediation and/or arbitration wili be bome equally by Berastein nnd
Wallon.

2{). The above represents all deal terms between the parties,

Dated at Toronto, Ontario this X\ day of JUNE 2013

DBDC Richmond Row Haldings Lid.
Per AS.0.

Ron Waltan N-u o Wullon
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AGREEMENT

Bemween:

DBDC Eddystone Place Lid.
“Bemstein”

«<and -

Ron and Norma Walton
“Walion”

-ond «

Eddystone Place Inc.
the “*Company™

WIHEREAS Bemnsicin and Walton intend 1o purchase 153 Eddyswone Avenue,

Taronto, Ontrio (the “Property™) on or about April 15, 2013 and put ownership of
the Propeny in the Company's name;

AND WIHEREAS Bernstein and Walton, or whomever Bernstein and Walten may

dircet in accordance with the provisions of pomgraph 5 hercin, will cach hold
1,582,810 shares it the Compuny;

AND WHEREAS Bemstcin and Walton will cach provide the sum of $1,582,810 (o

the Campany lor the purposes of purchusing and rennvating the space for lenoats (the
“Praject™});

AND WHEREAS Walion will manage and supervise the Project nnd ensure it is

completed according 10 the exeel spreadsheet atached as Exhibit “A™ 10 this
Apreenent;

THEREFORE the parties agree as follows:

I Waltan has contracied 1o purchase the Property and the purchase is scheduled 1o
close on April 15, 2013,

I

Walion has contracled with The Griffin Centre 1o oceupy 30,000 SF of the

Property. Wallon is sceking another tenunt (o oceupy the remaining 14,000 SI of

the Property.

v Walon interds 1o design-build the building o suit The Geiflin Centre and the
seeond lenam in accordanee with FExhibin “A™,



4.

3.

G

-t

[

s,

9.

Bernsiein wishies to own 50% of the shares in the Company in exchange for
providing 50% of the equity required ta complete the Project. The Company will

issue sulficient shares such thot Nemstein has 1,582,810 and Wallon hns
1.382.810 voling shares of the same class.

The ownership of the Cumpany will be os follows:
2. 50% to Bemsteing and
b. 50% 10 Rep and Norma Wallon as they may direct between each other or
nlernatively to be held by a completely Wallon-owned and contralled
company, provided that all covenants and agreements of Walton herein
shall cantinue in full force and effect and such company executes an
agreement to be bound by the provisions of the within Apreement.

Walton will be managing, supervising and completing the Project in accordance
with the attached Exhibit “A™,

Wallon has fronted the deposits, due diligence and environmental analysis costs in
the amount of $230,000 and Bemstein has provided the sum of $130,000 10

defray those costs,  These amoums will form part of each of their equity
contribulions,

The balance of equity in the amount of $2,915,620 will be paid as loliows:
g, Wakion will provide whatever amount is reguired on April 13, 2013 10
clase the Purchase;

b. Berustein will provide to the Company the sum of $1,452.810 as soon as
he is able 10; and

c. Walton will provide the butunce remaining in a timely manner as required
1o ecomplete the Praject.

Wahon and Bernsiein will each provide 50% of whatever additional capitai over

and above the $1,582,810 each that is required (v complete the Project, if any, in a
Hmely manner.

10. In addition w managing, supesvising and completing the Projeet, Walton will be

responsible for supervising the wnaney of the building. hiring of all consuliunts,
dusigners. architects and engincers to complete the Project, linance, bookkeeping.
olfice adwministration. accounting, information technology provision, fling wx

returns Tor the Compiy. and fulfilling o1l active soles requircd to complete the
Project in accordance with Exhibit “A™.

11 Bemstein will not be required 10 play an active rale in completing the Project.

Notwithstanding that, sy decisions concerning the selling or the refinuncing of
the Property will require his approval; any decisions requiring un increase in the
toral amount of equity required to complete the Project will require his approval;
and any signiticunt decisions that vary Trom the Projuut plan deseribed in Exhibit
A" will require his approvul.
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12. Walton will provide to Bernstein engoing repons delailing all ftems reloted 10 the
Property including the progress in moving the plan forwnrd.

13. Walton will provide a written report 10 Bernsicin detailing Ihe following;
0. Copies of invoices upon request;
b. The bonk statements; and

. A complete tisting of all cheques written, including payees, dates and
amonnts,

At Bemstein's request, Walton will provide whatever other back-up information
he retjuests,

t. Once the Project is substantially completed to the point that alt of the Property hus
been either leased or sold. both parties witl be puid out their capital plus profis if

sold und whatever portion of their capital plus profits il leased, and Walton will
retain the Company for potential future use,

13. The Board of Dircctors of the Company will be composed of two directars, being
Bemstein and Norma Walton. The onty shares to be issued in the Company will
be as set out above, and neither party may tmnsfer his or her shures 1o another

pany without the consent of all the other portics, which conscht may be
unrensonably withheld.

t6. The Company will only be used to purchase, renovate and sell and/or lease the

property at 153 Eddystone Avenue, Toronto, Ontarie or such other matters solely
reluting 10 the Project and the Property.

17. If the partics disagrec on how lo manage, supervise nnd complete the Project in
accordance with Exhibit “A” and connot reach apreement amnngst themselves,
cach of them undertakes to attend a minimum of tour hours of mediation in
pursuit of reaching an agreement.  Aler mediation, if there are any remaining
issues to be determined. those ixsues in dispute shall be determined by u single
arbitrmor in us cost-effective a manner ns possible, with no right of appeal.  All

costs of such mediation and/or arbitration will be borne equally by Bernstein and
Walion.

18, The above represents all deal terms between the parties.

-(e\

Dated nForonto, Ontario this \O day of ALRIL, ZOI}L

Y P I—

WD ==
DBDC Kddystone Plaed 1id. Eddyston-Rlace Inc.
kr AK.0O. S Per AS,0.
4 . ’ A o e

iz N La S 40 < i.".'&g’*". i

Ron Walton Nona Walton :
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153 Eddystone Avenus
CAPITAL REQUIRED
|Purchaso Costs
Purchase Price 2,500,000
Morigage lee Q
Lender's legal fee 10.000
Onlario Land Transfer Tax 37,500
Municipal Land Translar Tax 37,500
Other feas and disbursements 20,000
{or appraisal. reliance loliets for
environmanial reporls, municipal
enquines and lees, alc
Total Purchasa Price | 5 EBOS.DCID
|Hard Construction Costs
To design-build lo tenant's specifications (§42.50 P5F) $ 1560905
Project management fees: ) 186,094
Tatat Hard Construclion Costs I S 2046.996
Enviranmontal Roinadiation Costs
To ramove conlaminaled soll, nsk assess and oblain RSC S 130,000
Projast management feas: S 13,000
Total Environmenial Remediallon Cosls | - 143,000
Prolossianal Feos
Archileciural. enginearing, interior design fees $ 60,000
Cost Consultant § 20,000
Surveyor's and permit feas ] 20,000
Total Professional Fees: | 3 100,000 |
Garrying Casts
Prapeny tax, morigage interesl, ulititles, insurance -1 145,625
Taolal Canrying Coats: { S 145,625
Total Capital Requirad S 5,040,621
Mortgago from vendor: I7.20% A50% S 1,875,600
Dr. Barnstein oquity: 31.40% S 1,682,810
Walton equity: 31.40% 5 1,582,810
e
e
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AGREEMENT
Betnween:
DBDC Dewhurst Developments Lid.

“Bemsiein™

«gnd -

Ron and Norma Walton

“Walton™

=and -

Dewhurst Developments Lid.

the “Company™

WHEREAS Bemsicin and Wallon intend to purchase 14 Dewhurst Boulevard,

Toronta, Ontario (the “Property™) on or uboul April 13, 2013 and pw ownership of
the Property in the Company's nsme;

AND WHEREAS' Bermnstein and Walton, or whomever Bernsiein and Wallon may

direct in uccordance with the provisions of pamgraph 5 herein, will cach hold
1,411,000 shures in the Company;

AND WHEREAS Bemstein and Wallon will ench provide the sum of $1,411,000 10

the Company for the purposes oF purchasing and renovating the spuce for 1enants {(the
“Project™):

AND WHLREAS Walton will manage and supervise the Projeet and cnsure it is

completed according to the excel sprendsheet attached as Exhibit “A™ to this
Apreement;

THEREFORE the parties agree a5 follows:

1. Walton has contmeled to purchase the Property and the purchuse is scheduled to
close on April 15,2013,

19

Wallon is negotiating with Kids & Co, to occupy at least 16,000 SF of the
property at a rental rate of $24 net 1o start, and Wollon is secking another tenant
for the remaincler of the space in the umaunt of approximatcly 4,000 SF.

-d

Withion intends to build-to-suit the propenty lor Kids & Co. and the second 1enunt
and improve the building and the site in aceordance with Fxhibit “A™,



>
.

1.

il

12,

Bernsiein wishes to own 50% of the shares in the Company in cxchange for
providing 30% of the equity required to complete the Project. The Company will
issue sullicient shares such that Bemstein has 1,411,000 and Walion has
1.411.000 voting shares of the same class,

The ownership of the Company will be as follows:
a4 5U0% to Bemnstein; and
b. 30% to Ron and Norma Walton as they may direct between cach other or
itliernatively to be held by a completely Walion-owned und controlled
compony. provided that ) covenants and agreements of Walton herein
shull continue in full force and cffect nad such company exccutes an
agreement to be bound by the provisions of the williin Agreement.

Walton will be manuging, supervising and completing the Project in accordance
with the atiached Exhibit “A™,

Wahan fronted the deposits and due diligence costs in the amount of $225,000
and Bemstein has provided the sum of $123,000 to purtially defray thosc costs.
These amounts will form part of each of their cquity contributions.

The bulance of equity in the amount of $2,597.000 will be paid as follaws:
a. Bemstiein will provide (o the Company the sum of 31,286,000 on or before
April 15, 2013; and

b. Walton will provide the sum of $1.311.000 in # timely manner s required
{o complete the Project,

Walton and Bernstein will each pravide 50% of whatever additional capival over
P P

and above the 51,411,000 cach that is required 1o cumplete the Project, if any, in a
tlimely munner.

In addition to managing, supervising ond completing the Project, Walton will be
cesponsible for supervising the teaancy of the building. hising of all consuhants.
designers, nrchiteets und engineers (o compicte the Projeet, finance, bookkeeping,
office administration. accounting. information technology provision, filing 1ax

returns for the Company, and fulfilling all active roles requined 1o complete the
Project in accordaney with Exhibit “A™.

Bernsicin will not be required 1o play an active tale in completing the Praject.
Notwithsimnding that, wny decisions concerning the selling or the refinuncing of
the Propenty will require his approval; any decisions requiring an increase in the
wtal amowt of equity required to complewe the Projeet will require his npproval;
und any signilican decisions that vary from the Project plan described in Exhibit
“A" will require his approvad.

Wilion will provide o Bernstein ongoing reports detailing all items related to the
Property inchiding the progress in moving the plan forward,
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13. Wulton will provide a writien report to Bernslein detailing the following:
i Copies of invoices upon request;
b. The bank statements; and

c. A complete listing of all cheques written, including payces, dates and
amounts.

Al Bernstein's request, Walton will provide whatever other back-up information
he requesis,

14. Oncee the Prajeet is substantially completed (o the paint thint wll of the Property has
been leased, the property wil) be refinanced and both parties will be paid cut as
much of their capital as possible from the refinitncing plus profits and the parties
will keep the Property in thelr joint portfolio. If the Property is sold, the parties
will be re-pnid the balance of their capital plus share equally the profits. Walton
will then retain the Company for potentiat finure use.

15, The Board of Dircctors of the Company will be composed of lwo directors, being
Bemstein and Norma Walton. The only shares to be issued in the Company will
be as set out above. nnd neither party may transfer his or her shares 10 ancther

prrty withoul the consent of all the other panies, which consent may be
unrensanably withheld.

16. The Company will only be used to purchase, renovate and scll and/or lease the
property at 14 Dewhurst Boulevard, Toronto, Ontario or such other matiers solely
eclating to the Project and the Propenty.

17. 1 the parties disogree on how 1o manage. supervise and complete the Project in
accordance with Exhibit “A" and cunnot reach agreement amongst themselves,
cach of them underakes to attend a mininum of four hours of mediation jn
pursuit of reaching un agreement.  After mediation, if there are any remaining
issues 1o be determined, those issues in dispuie shall be detennined by a single
arbilrtor in as cost-c(fective a manner as possible, with no right of appeal. All

costs of such mediaion and/or arbitration will be borne equatly by Bernsiein and
Wallon.

18. The above represents all deal terms between the partics.

A _
Dated i foronto, Ontario this \CO  dny of APRIL 2013
: "
A0
DBRNC Dewhurst Dcvélopmcms Ltd.
fer AS.0. oz —
A (S X
e L QAN
Ruon Walion Norina Walton_
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14 Dewhurst
CAPITAL REQUIRED
Purchase Cosis
Puichasa Price 2,800,000
Morgage lee §4.000
Lerder's legal fee 15,000
Ontario Land Transfer Tax 42,000
Municipal Land Transfar Tax 42,000
Olher fees and disbursemenis 15,000
for appraisal, reliance [=iters for
environmenial raports, municipal
enquirias and fees, elc.
Total Purchase Price i S 2,968,000
JHard Construction Costs
To design-build to tenanl's speclficallons (5100 PSF) s 2,100,000
Psoject management fees: 5 210,000
Total Hard Construction Cosls ( $ 2,310,000
Profasstonal Feas
Archilectural, enginearing, inlesior design fees L 50,000
Cosi Cansuliant S 15,000
Sufveyor's and parmil lzes 5 15,000
Tolal Professional Fees: | $ 80,000
Carrying Costs
Propeny tax, mongage interest, ulilies, insurance 5 264,000
Less Rent from vendor $ {100,000)
Tota! Carrying Costs. | $ 164,000 |
Total Capital Required S 5,522,000
Mortgage - acquisition portlen: 38,03% 8.50% § 2,100,000
Morigage - construction portion: 10.87% 8.50% § 600,000
Dr. Bernsteln cquity: 25.55% ) 1,411,000
Waiton coquity: 25,55% S 1,411,000

o
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