Court File No. CV-20-00640265-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COURTS OF JUSTICE ACT,
R.S.0. 1990, c. C.43, AS AMENDED

AND

IN THE MATTER OF THE ADMINISTRATION

PROCEEDINGS OF CARRIAGE HILLS VACATION

OWNERS ASSOCIATION

April 30, 2020

Applicant

APPLICATION RECORD
(Returnable May 7, 2020)

Thornton Grout Finnigan LLP

TD West Tower, Toronto-Dominion Centre
100 Wellington Street West, Suite 3200
Toronto, ON M5K 1K7

Fax: (416) 304-1313

Leanne M. Williams (LSO# 41877E)
Email: lwilliams@tgf.ca
Tel:  (416) 304-0060

Mitch Grossell (LSO # 69993I)

Email: mgrossell@tgf.ca
Tel.:  (416) 304-7978

Lawyers for Applicant, Carriage
Hills VVacation Owners
Association



Court File No. CV-20-00640265-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COURTS OF JUSTICE ACT,
R.S.0. 1990, c. C.43, AS AMENDED

AND IN THE MATTER OF THE ADMINISTRATION
PROCEEDINGS OF CARRIAGE HILLS VACATION
OWNERS ASSOCIATION

Applicant

INDEX
TAB DOCUMENT
1 Notice of Application dated April 30, 2020
2 Affidavit of Darren Chapelle dated April 30, 2020
A Legal Description of Carriage Hills VVacation Owners
Association
B ONCorp Corporation Profile Report of Carriage Hills
Vacation Owners Association
C Time Sharing Agreement dated June 25, 1997
D Summary of Key Terms of Carriage Hills Vacation
Owners Association By-Laws
E Management Agreement dated April 28, 2007




Certified search of the Personal Property Security
Registration Systems as at April 15, 2020

Consent of BDO dated April 30, 2020

Draft Administration Order

Blackline of the Administration Order to the Model
Receivership Order




TAB 1



[ N
{ Q

T e ~
o &0 URT P

N3
O
e

f A
/ e Court File No. CV-20- 269 -oocL

< A
J

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COURTS OF JUSTICE ACT,
R.S.0. 1990, c. C.43, AS AMENDED

AND IN THE MATTER OF THE ADMINISTRATION
PROCEEDINGS OF CARRIAGE HILLS VACATION
OWNERS ASSOCIATION

Applicant

NOTICE OF APPLICATION

TO THE RESPONDENT(S)

A LEGAL PROCEEDING HAS BEEN COMMENCED by the Applicant. The claim
made by the Applicant appears on the following page.

THIS APPLICATION will come on for hearing before Justice Conway of the Ontario
Superior Court of Justice (Commercial List), on May 7, 2020 at 10:00 a.m., and heard by judicial
video conference via Zoom at Toronto, Ontario, in accordance with the Changes to Commercial
List operations in light of COVID-19 and the Notice to the Profession updated April 2, 2020,
issued by Chief Justice Morawetz. Please refer to the conference details attached as Schedule “A”
hereto in order to attend the hearing and advise if you intend to join the hearing by emailing
Mitch Grossell at mgrossell@tgf.ca.

IF YOU WISH TO OPPOSE THIS APPLICATION, to receive notice of any step in
the application or to be served with any documents in the application you or an Ontario lawyer
acting for you must forthwith prepare a notice of appearance in Form 38A prescribed by the Rules
of Civil Procedure, serve it on the Applicant’s lawyer or, where the Applicant does not have a
lawyer, serve it on the Applicant, and file it, with proof of service, in this court office, and you or
your lawyer must appear at the hearing.

IF YOU OR YOUR LAWYER WISH TO PRESENT AN AFFIDAVIT OR OTHER
DOCUMENTARY EVIDENCE TO THE COURT OR TO EXAMINE OR CROSS-
EXAMINE WITNESSES ON THE APPLICATION, you or your lawyer must, in addition to
serving your notice of appearance, serve a copy of the evidence on the Applicant’s lawyer or,
where the Applicant does not have a lawyer, serve it on the Applicant, and file it, with proof of
service, in the court office where the application is to be heard as soon as possible, but at least two



days before the hearing.

IF YOU FAIL TO APPEAR AT THE HEARING, JUDGMENT MAY BE GIVEN IN YOUR
ABSENCE AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH TO OPPOSE
THIS APPLICATION BUT ARE UNABLE TO PAY LEGAL FEES, LEGAL AID MAY BE
AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID OFFICE.

Date: April 20, 2020 Issued by: @Q"O‘O 0

Registrar Gunatiidaarrt of Justice

330 University Avenue
9 Floor

Toronto, Ontario
M5G 1R7

TO: THIS HONOURABLE COURT
AND TO: THE SERVICE LIST
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APPLICATION

The Applicant makes an application for an Order substantially in the form of the draft Order

included at Tab 3 of the Application Record (the “Administration Order”), that includes,

inter alia:

(a)

(b)

©

(d)

(©

appointing BDO Canada Limited (“BD0”) as administrator, without security, of
the Applicant, all of the property, assets and undertakings of the Applicant
(collectively, the “Property”) and all of the lands and premises (the “Resort
Assets”) on which the Applicant operates the timeshare resort known as Carriage
Hills Resort (the “Resort”) that is collectively owned by the owners of the
Applicant (the “Owners”) as tenants-in-common, pursuant to section 101 of the

Courts of Justice Act, R.8.0. 1990, c. C.43, as amended (the “CJA”);

empowering BDO to, among other things, review potential options to restructure
the Applicant, advise the Applicant with respect to the preparation of its cash flow
statements, monitor the Applicant’s receipts and disbursements, report to the Court,

and assist the Applicant with the dissemination of information to the Owners;

allowing the Applicant to remain in possession and control of the Property and to
continue to manage the Resort Assets, including authorization for the Applicant to

continue to incur and pay disbursements in the ordinary course from the Property;

granting a stay of proceedings in respect of the Applicant, the Resort Assets, the
directors and officers of the Applicant and the Administrator, and prohibiting any
person providing goods or services to the Applicant from discontinuing the
provision of such goods or services to the Applicant by commencement of these

proceedings;

granting an administration charge in favour of the Administrator, counsel to the
Administrator and counsel to the Applicant up to the maximum amount of
$350,000, as security for the fees and disbursements incurred in respect of these

proceedings;



2.

(f) authorizing a noticing procedure that is tailored to these proceedings that provides
the best opportunity for notice of these proceedings to be provided fo interested

Owners; and

Such further and other relief as this Court deems just.

THE GROUNDS FOR THE APPLICATION ARE:

Background

3.

The Resort is a timeshare resort located in Horseshoe Valley, Township of Oro, Ontario. It
is the “sister resort” to Carriage Ridge Resort, located on the land adjacent to the Resort.

The Resort is comprised of 172 residential units in eight buildings, with certain amenities.

The Applicant was established as a not-for-profit corporation made up of members who
each own an undivided interest of the Resort Assets as tenants in common. The Applicant
oversees the Resort through a volunteer board of directors comprised of five individuals

who do not receive remuneration for their services.

The Resort is comprised of 12,043 Intervals owned by 8,944 members. As a result, title to

the Resort Assets is divided into 12,043 tenancies in common among 8,944 owners.

Pursuant to a Time Sharing Agreement (“TSA”), each Owner has a right to use the Resort
for a certain period of time, depending on the interest that such Owner purchased, known
as an “Interval”. In accordance with the contractual relationships governing the Applicant
and the Owners, the only way for an Owner to terminate its ownership is to sell the Owner’s

Interval to a third party.

The Resort is managed by Carriage Hills Hospitality Inc. (the “Manager”), a subsidiary of
Wyndham Worldwide Corporation, for profit. The Manager is responsible for maintaining
all licenses and permits, and the general administration and management of the Applicant
and the Resort. The Applicant has no employees. All personnel required to operate the

Timeshare Resort are provided and employed by the Manager.



Funding of the Resort

8.

10.

The Resort is funded by the Owners. The TSA obligates the Owners to proportionally
contribute annually to the costs of maintaining the Resort (the “Charges”). Due to the age

of the Resort, it will require significant capital improvements over the next several years.

As a not-for-profit corporation, the Charges are calculated in order to break-even in respect
of annual operating costs, while establishing an appropriate reserve for future capital

expenditures.

In the event that an Owner fails to pay its respective Charges, the Applicant is forced to re-
evaluate and increase the annual Charges to compensate for delinquencies and lower than
expected cash flow. Effectively, the Owners in good standing are required to bear the costs

of the non-payment of the defaulting Owners.

Financial Duress

11,

12,

13.

14.

As at February 29, 2020, Owners were in arrears on account of Charges and related interest
and penalties owing to the Applicant totalling approximately $15.5 million. Those arrears
pertain to 1,981 Owners that hold 2,368 Intervals, which is approximately 22% of all

Intervals.

The Applicant has incurred an operating deficit between 2015 - 2018, and the year-end
balance of its account dedicated to future capital expenditures has been declining since
2017. The Applicant has been forced to use amounts collected for necessary future capital

improvements to fund daily operations.

It has become apparent that the market for timeshare Intervals has steadily declined over
the last several years. This decline in the ability to sell Intervals has led to sentiment among
certain Owners that they are trapped in a perpetual and unworkable situation in which they

are facing significant increased Charges.

The financial duress experienced by the Resort has been exacerbated by the COVID-19
pandemic as Owners are not allowed to use their Intervals at the Resort until at least June

1,2020. It is anticipated that the COVID-19 pandemic may also lead to additional defaults



15;

16.

17.

18.

19,

20.

in respect of the payment of Charges by the Owners as those Owners are unable to use their

Intervals and may experience personal financial hardship.

The Applicant’s decreasing revenue collection and increasing Charges are both due to and
contributing to each other in a downward spiral that, if permitted to continue, will culminate
in the compromise of the continued viability of the Resort. Due to its corporate structure
as a non-share corporation and the contractual limitations of the TSA, the Applicant does
not have a viable way to remedy the underlying issues outside of a Court-supervised

restructuring.

The relief sought in the proposed Initial Order is intended to lay the foundation for a
transparent and flexible process, under the supervision of the Court, to restructure the

Resort for the benefit of its stakeholders.

The relief is necessary at the present time to prevent a further deterioration of assets of the
Applicant due to the current unsustainable situation. If the status quo is allowed to persist,
there may be further disengagement by the Owners and the Applicant may lose its window

of opportunity to plan, canvas support of, and implement a viable restructuring plan.
It is just and convenient for an administrator to be appointed in order to:

(a) bring immediate stability and non-partisan oversight to the current issues facing the

Applicant and the Resort;

(b)  develop a restructuring plan that will provide for an opt-out process for Owners and
streamline a process to enforce the Applicant’s contractual rights against defaulting

Owners; and

(c) accomplish these objectives in a manner which addresses the underlying issues and

which will provide for a viable and sustainable Resort.

BDO has consented to act as Administrator.

Section 101 of the CJA and Rules 1.04, 2.01, 2.03, 3.02(1), 14.05, 16.04, 16.08 and 41.02
of the Rules of Civil Procedure, R.R.0O. 1990, Reg. 194.



21.  Such further and other grounds as counsel may advise and this Court may permit.

22.  The following documentary evidence will be used at the hearing of the Application:

() the Affidavit of Darren Chapelle, to be sworn, and the exhibits annexed thereto;

(b)  the proposed Administrator’s pre-filing report;

(c) the Consent of BDO Canada Limited to act as Administrator; and

(d) such further and other evidence as counsel may advise and this Court may admit.

April 26, 2020
06C

Thornton Grout Finnigan LLP

TD West Tower, Toronto-Dominion Centre
100 Wellington Street West, Suite 3200
Toronto, ON MS5K 1K7

Fax: (416)304-1313

Tel: (416) 304-1616

Leanne M. Williams (LSO# 41877E)
Tel:  (416) 304-0060 / Email: Iwilliams@tgf.ca

Mitchell W. Grossell (LSO #699931)
Tel:  (416) 304-7978 / Email: mgrossell@tgf.ca

Lawyers for the Applicant, Carriage Hills Vacation
Owners Association



Schedule “A”
Zoom Video Conference Details

Join Zoom Meeting
https://us02web.zoom.us/|/87847563077

Meeting ID: 878 4756 3077

One tap mobile

+13017158592, 87847563077# US (Germantown) 13126266799, 87847563077# US
+(Chicago)

Dial by your location
+1 301 715 8592 US (Germantown)
+1 312 626 6799 US (Chicago)
+1 346 248 7799 US (Houston)
+1 669 900 6833 US (San Jose)
+1 929 205 6099 US (New York)
+1 253 215 8782 US (Tacoma)
Meeting ID: 878 4756 3077
Find your local number: https://us02web.zoom.us/u/kdeSL.VSbfc
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Court File No. CV-20-00640265-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COURTS OF JUSTICE ACT,
R.S.0. 1990, c. C.43, AS AMENDED

AND IN THE MATTER OF THE PROCEEDINGS OF
CARRIAGE HILLS VACATION OWNERS ASSOCIATION
(the “Applicant”)

AFFIDAVIT OF DARREN CHAPELLE
(sworn April 30, 2020)

I, Darren Chapelle of the City of St. Catherines, in the Province of Ontario, MAKE OATH AND
SAY:

1. This affidavit is in support of the Applicant’s application for an order appointing BDO
Canada Limited (“BDQ”) as administrator of the Applicant and related relief under s. 101
of the Courts of Justice Act (Ontario) (the “CJA”).

2. I have been a director of the Applicant since October 2016 and its president since October
2018, and have been an Owner (as defined below) since 2015. As such, | have personal
knowledge of the matters deposed to in this affidavit. Where | have relied on other sources
of information, I have referred to them and believe their content to be true. In preparing
this affidavit, | have consulted with legal, financial and other advisors of the Applicant and
other members of the board of directors of the Applicant and been referred to the applicable

portions of the relevant documents.

I. OVERVIEW

3. The Applicant is a corporation without share capital vested with the operation,
maintenance, alteration, improvement and protection of a timeshare resort located in
Horseshoe Valley, Ontario, known as the Carriage Hills Resort (“Carriage Hills” or
the “Timeshare Resort”). As a non-share capital corporation, the Applicant is not carried

on for profit or gain and is run by a volunteer board of five directors who receive no



remuneration, except in respect of expenses incurred in their duties as directors of the

Applicant.

Instead of shareholders, the Applicant is comprised of members. Each member is an owner
as tenant in common (an “Owner”) of an undivided interest in the real property
municipally known as 90 Highland Drive, Oro-Medonte, Ontario and legally described in
Exhibit “A” (the “Carriage Hills Property”), on which the Timeshare Resort is operated.
Each Owner has a right to use the Timeshare Resort for a certain period of time, depending
on the interest that such Owner purchased, known as “Intervals”. An Owner may own

more than one Interval.

Based on the most up-to-date information available, the Applicant is comprised of 8,944
Owners who own 12,043 Intervals, which excludes the maintenance intervals. As a result,
title to the Carriage Hills Property is divided into 12,043 tenancies in common owned by

8,944 different tenants in common.

The main source of revenue generated by the Applicant is funded by the Owners who are
contractually required to pay dues on an annual basis to maintain and operate the Timeshare
Resort. As a not-for-profit corporation, the annual dues are calculated in order to break-
even in respect of annual operating costs, while establishing an appropriate reserve account
for future capital expenditures. In the event that an Owner fails to pay its annual dues, the
Applicant is required to increase annual dues for all Owners to compensate for
delinquencies. As a result, the Owners in good standing are required to bear the costs of

the non-payment of the defaulting Owners.

As a result of the terms of the agreements governing the Applicant and the Owners, the
only way for an Owner to terminate its ownership is to sell the Intervals to a third party.
As a result of a dramatically decreasing market for timeshare intervals, many Owners have
abandoned their Intervals and simply stopped paying their share of the operating costs,
which has resulted in continually rising annual dues that are paid by the Owners in good
standing. The resulting increased costs have caused even more Owners to default on their

payments to the Applicant, perpetuating the financial distress. In addition, due to



10.

11.

12.

precautionary measures taken as a result of the COVID-19 pandemic, Owners are not
allowed to use their Intervals at the Timeshare Resort. At this time, it is unclear how long

the Owners’ use will be suspended for.

The Timeshare Resort, as a result of its age, is also in need of significant capital
improvements in the next few years that must be funded by the Owners. The Timeshare
Resort requires two of its three phases to be refurbished and the estimated cost of

refurbishment is thought to be approximately $1 million per phase.

Absent a practical restructuring solution, this spiral of decreasing revenue collection
coupled with increasing operational and capital expenditure costs, will cause the Applicant
and the Timeshare Resort to fail. A restructuring is required to prevent this failure. The

root causes of the current problems must also be addressed, to prevent a recurrence.

Certain Owners have been increasingly pressing the Applicant to rectify the current
untenable situation to preserve the Timeshare Resort before it becomes unviable and the

Owners are unable to utilize their Intervals.

The proposed proceedings are intended to give the Applicant the ability to restructure the
Timeshare Resort, which is not possible outside of a proceeding for the reasons more
particularly described herein. The initial focus of these proceedings is to devise a process
to: (i) enable Owners to opt-out of their Intervals on reasonable terms and conditions, (ii)
determine the best solution for the continued operation of the Timeshare Resort, and (iii)
sell any of the Carriage Hills Property which is determined to be excess to the continuing

Timeshare Resort.

Although the Timeshare Resort’s neighbouring “sister” resort, known as “Carriage
Ridge”, is a smaller operation, it and its members’ association, the Carriage Ridge Owners
Association (“CROA”) are in a nearly identical situation and CROA is applying for
substantially identical relief in a separate proceeding, with the intent that motions in both
proceedings be heard together unless it becomes unnecessary or inappropriate. This will

allow both applicants to share the costs of substantially the same services, without



13.

14.

15.

16.

17.

1.
18.

duplication. Moreover, collaborative proceedings are expected to yield additional
restructuring options, benefitting both of the applicants’ owners and other stakeholders.

BACKGROUND

In 1996, the Shell Vacations Club group of companies (“Shell”) developed the Carriage
Hills Property and in 2003 developed the real property on which Carriage Ridge is situated
(collectively, the “Lands™) into timesharing resorts now known as Carriage Hills and
Carriage Ridge (collectively, the “Resorts™). The Lands are adjacent properties located in
Horseshoe Valley, Ontario. It is my understanding that Wyndham Worldwide Corporation
(“Wyndham™) acquired Shell on September 13, 2012.

The Timeshare Resort is comprised of 172 residential units in eight buildings, together
with certain amenities such as swimming pools, a sauna and a playground in a separate
common building. Each unit is comprised of a one bedroom suite and a second bedroom
studio. The units are used by the Owners for their personal use, renters by agreement with

an Owner and by members of timeshare exchange networks.

The Applicant was incorporated on August 6, 1996 by Letters Patent under the Ontario
Corporations Act (Ontario) (the “CA”). Attached as Exhibit “B” is a copy of the
corporation profile report for the Applicant.

In 1996, Shell incorporated (i) Carriage Hills Resort Corporation (“CHRC”) to acquire
and develop the Lands to eventually sell Intervals for profit, and (ii) Carriage Hills
Hospitality Inc. (the “Manager”) to provide paid management services to the Applicant in
respect of the Timeshare Resort and later Carriage Ridge, for profit. These entities became

indirect subsidiaries of Wyndham after its acquisition of Shell.

CHRC (as a subsidiary of Wyndham) owns 1,225 Intervals which constitutes
approximately 10% of the ownership of the Timeshare Resort.
CONTRACTUAL STRUCTURE

CHRC, the Manager and the Applicant entered into Time Sharing Agreements dated June
25, 1997, June 28, 1999, and June 30, 2000 (collectively, the “TSA”), which were



19.

20.

21.

22,

registered against title to the Carriage Hills Property. The TSA is the main document
setting out the Applicant’s powers and responsibilities and the Owners’ rights and
obligations as to the use of the Timeshare Resort. | am advised by my counsel, Thornton
Grout Finnigan LLP (“TGF”), that each of the TSA agreements relate to a different phase
of the Carriage Hills Property, which consist of three parcels that were developed in phases,
but are otherwise virtually identical. Attached as Exhibit “C” is a copy of the June 25,
1997 TSA related to Phase 1 of the Carriage Hills Property.

At the time of purchase, prospective Owners are provided with copies of the relevant TSA,
the By-Laws of the Applicant, Rules and Regulations, the Current Operating Budget and
an Adherence Agreement (as such terms are defined in the TSA), which contractually binds
the Owner to the TSA. These documents are not open to negotiation by prospective
owners. Attached as Exhibit “D” is a summary of the key terms of the Applicant’s By-

Laws.

Pursuant to the terms of the TSA, an Owner’s obligations to the Applicant are in perpetuity
and may only be terminated upon a transfer of their Interval. In other words, the only way
for an Owner to terminate its relationship with the Applicant is to sell their Interval to

another party.

There is no mechanism for an Owner to transfer for nominal value or gift their Interval
back to the Applicant and, upon the death of an Owner, the Interval becomes an asset of
their estate which is then obligated to pay the associated liabilities to the Applicant in

perpetuity.

It has become apparent that the market for timeshare Intervals has steadily declined over
the last several years. This decline in the ability to sell Intervals has led to a feeling among
certain Owners that they are trapped in a perpetual and unworkable situation. This has
caused certain Owners to abandon their Intervals and cease paying annual dues to the
Applicant. It is the intention of the Applicant to address the perpetual nature of the

Intervals as part of this restructuring.



23.

24,

25.

26.

217.

Under the terms of the TSA, the Timeshare Resort is to remain in effect in perpetuity
unless: (i) all units are destroyed and a decision has been made not to rebuild them, or they
are condemned, or (ii) if at any special meeting, the Owners of at least 75% of Intervals
vote to declare that the Timeshare Resort “has reached an undesirable state of disrepair or
is obsolete”. This would require Owners holding more than 9,000 Intervals to make such
a declaration. Due to the rigid and structured terms of the TSA, it is not feasible to achieve

a permanent contractual restructuring solution.

STAKEHOLDERS OF THE APPLICANT
Owners

The primary stakeholders of the Applicant are the Owners. Unlike many other timeshare
properties, Owners have a proportionate ownership interest in the Carriage Hills Property
and not only contractual rights of use. Each Interval is either (i) an “Every Year Interval”
which includes ownership of a 1/8,944 undivided interest as a tenant in common in the
Carriage Hills Property, or (ii) an “Every Other Year Interval”, which consist of “Odd
Year Intervals” and “Even Year Intervals” which both include a 1/17,544 undivided
interest as a tenant in common in the Carriage Hills Property.

It is my understanding that currently, there are 8,944 Owners (including Wyndham) that
own 12,043 Intervals, comprised of 5,501 Every Year Intervals and 6,542 Every Other
Year Intervals. This means title to the Carriage Hills Property is currently divided into
12,043 tenancies in common owned by 8,944 tenants in common. Owners other than

Wyndham own approximately 90% of the Carriage Hills Property.

It is also my understanding that there are 1,647 Owners, including CHRC, who also own
an Interval at Carriage Ridge (collectively, the “Common Owners”). The Common
Owners represent approximately 18.4% of the Applicant’s Owners. The Common Owners

collectively own approximately 3,526 or 29.3% of all Intervals at the Timeshare Resort.

Adding to the complexity is the fact that the Lands’ parcel registers are the only ones in
Ontario that could not be imported into the Teraview electronic system due to the
exceedingly high number of owners and fractional interests. This means that the original



28.

29.

30.

parcel registers collectively consist of tens of thousands of pages held in the Barrie, ON
registry office. | have been advised by the Applicant’s counsel that certified copies of the
parcel registers have recently become available and will require considerable time to
review. Thus, all title-based information, including the number of Owners and mortgagees,
IS based on secondary sources, such as information obtained by BDO from the Manager,

and remains subject to verification.

It is my understanding that certain Owners may have mortgaged their tenancy in common
interests in the Carriage Hills Property. Over the years since the resort was built, CHRC
offered to extend mortgage loans to Interval purchasers leading me to believe that the
Carriage Hills Property may be encumbered. As a result of the status of the certification
of the Lands, I do not know, at this time, exactly how many mortgages encumber the

Carriage Hills Property.

Manager

The TSA provides that the Applicant must maintain a manager at all times. Based on my
review of the Management Agreement, | understand that the Manager has managed the
Timeshare Resort since 2007.  Attached as Exhibit “E” is a copy of the Management
Agreement dated April 28, 2007 (as amended and restated on October 31, 2016 and
October 27, 2017), between the Manager and the Applicant (the “Management
Agreement”). The current term of the Management Agreement expires on December 31,
2022.

Pursuant to the Management Agreement, the Manager receives $368,424 annually,
adjusted for inflation based on the Consumer Price Index. As consideration for that
compensation, the Manager is responsible for maintaining all licenses and permits, and the
general administration and management of the Applicant and the Timeshare Resort. In
addition, the Applicant reimburses the Manager for expenses incurred, among other things,
wages for employees engaged by the Manager (such as cleaning staff, accounting and

bookkeeping staff and maintenance staff).
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The Applicant has no employees. All personnel required to operate the Timeshare Resort
are provided and employed by the Manager.

Secured Creditor

There is one Personal Property Security Act (“PPSA”) registration against the Applicant
and CROA in favour of RoyNat Inc. with a collateral description of “portable office(s),
mobile office(s), office complex(s), complex(s), portable structure(s), portable building(s)”
together with attachment, substitutions, and proceeds. It is my understanding that this
registration is in respect of a lease agreement and that as of April 16, 2020, the Applicant
is current in its payments thereunder. Attached as Exhibit “F” is a true copy of the certified

PPSA search in respect of the Applicant, current as of April 15, 2020.

Other Suppliers

The Applicant has several contracts with other suppliers, the most important of which

include:

@ Affiliation Agreements with RCI Canada Inc. and Interval International Inc., for

inter-resort exchange programs for members in participating timeshare resorts;
(b) director’s and officer’s liability insurance policies with Travelers;

(©) Inventory Rental Agreements with Extra Holidays, LLC, whereby units in the
Timeshare Resort may be added from time to time to Extra Holiday’s rental
platform, including the use periods of defaulting Owners which the Applicant elects
to rent pursuant to the rights and remedies available under the TSA; and

(d) Several contracts with trade suppliers including for internet, cable television,

electricity, garbage disposal, snow removal, landscaping and security.

The Applicant proposes to continue paying its suppliers in the ordinary course, including
any outstanding pre-filing obligations.
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FUNDING OF THE TIMESHARE RESORT

The Owners are responsible for the operational costs of the Timeshare Resort. The
Owners’ responsibility is proportional to the number of Intervals owned, through the
payment of a “Basic Charge”, a “Special Charge” and a “Personal Charge”, as such terms
are defined in the TSA (collectively, the “Charges”). The Charges amount to
approximately 91% of the Applicant’s total revenues as of February 29, 2020.

The most significant Charge borne by the Owners is the Basic Charge, which is comprised
of their individual share of “Resort Expenses”. Resort Expenses include, but are not
limited to, property taxes, utilities, insurance, annual maintanence fees, and all amounts
necessary to provide for contingencies and reserves and to cover any shortfall in funds
necessary for continued operations. The Basic Charge for the next year is payable in
advance as a lump sum amount. The Applicant issues assessments for Basic Charges in or
around October each year, with payment due in or around the end of the following

November.

Owners are also responsible for any Special Charges that may be assessed if the Basic
Charges prove to be insufficient to pay Resort Expenses on a current basis. A Special
Charge is payable pursuant to the Applicant’s assessment. Personal Charges result from
the individual acts of Owners for things like telephone charges and the repair of any

damage caused by that Owner.

As at February 29, 2020, Owners were in arrears on account of Charges and related interest
and penalties owing to the Applicant totalling approximately $15.5 million. Those arrears
pertain to 2,368 Intervals, which is approximately 22% of all Intervals, and 1,981 Owners,
which is approximately 22% of all Owners, excluding CHRC. The following chart

illustrates the escalation in Owners’ defaults on account of Charges since 2008:

Total amount that Owners failed to pay to Applicant on account of Charges

Year

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 Total

$000s $ 67 $ 102 $ 146 S 234 $ 307 $ 413 § 867 $1,130 $1,498 $1,733 $2,533 $3,240 $3,256 | $15,528
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In order to deal with defaulting Owners, the Applicant, as at February 25, 2020, is pursuing
collection actions against approximately 1,500 Owners. The number of collection actions
is anticipated to increase as it becomes clear that additional Owners have abandoned their
interest in the Timeshare Resort. As a result of the COVID-19 pandemic, these collection
actions have been temporarily suspended. Likewise, collection calls have also been put on
hold due to the current circumstances. The failure to pursue collections has further

exasperated the deteriorating cash position of the Applicant.

The amount of the annual Basic Charge for 2020 was increased by approximately 10%.
Based on the current financial position of the Applicant, it is expected that the 2021 Basic
Charge may increase by an additional 5% from the previous year to meet future cash
requirements. It is further anticipated that, in the following years, the Basic Charges will
continue to increase, due to decreasing Charge collection and increasing capital

expenditures, which are discussed in further detail herein.

Due to the underlying contractual structure of the Timeshare Resort, the significant year-
over-year increase to the Basic Charge is both a cause of the Applicant’s revenue issues
(as Owners cease paying increasing charges) and an effect of the Applicant’s revenue
issues (as higher delinquency rates require higher annual Basic Charges to pay for ongoing
operations). This untenable situation is fast approaching a point where the Timeshare

Resort will no longer be able to continue operating and is at risk of failing.

THE APPLICANT’S FINANCIAL POSITION
Assets and Liabilities

The Applicant’s most significant assets are cash, investments and accounts receivable,
collectively amounting to approximately 98% of the Applicant’s assets as of February 29,
2020.

The Applicant’s most significant liability is deferred revenue, amounting to approximately
93% of the Applicant’s liabilities as of February 29, 2020. There are also accounts payable
and accrued liabilities totalling $1.1 million, which in large part relate to normal operating

obligations and Resort Expenses.
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The most significant operating expenses are for housekeeping, resort management, and

utilities.

For the two month period ending February 29, 2020, there was a deficiency of revenues

over expenditures of approximately $120,000.

Increasing Capital Expenditures

The Applicant’s capital expenditures have steadily increased since 2017, from $0.6 million
in that year to $5.8 million in 2019. This is due to the aging of the Timeshare Resort.
Renovation and improvement projects have been conducted over the last several years and
it is estimated that additional capital expenditures in the aggregate amount of $22 million
will be required for the period 2020 to 2025, peaking at $9 million in 2023. In order to
finance these capital expenditures, the Applicant will have no other option but to levy

increased Charges.

Based on the historical increase in default rates among the Owners, it is expected that such
increased Charges will lead to further payment defaults by those Owners who no longer
wish or cannot afford to enjoy the Timeshare Resort. This will require the Applicant to

further increase the Charges, perpetuating the Applicant’s viability issues.

Decreasing Cash Reserves

The TSA requires that funds collected from Owners be split and held in an account
earmarked for either general operations (the “Operating Account”) or future
improvements (the “Savings Account” and together with the Operating Account, the

“Accounts”).

The Applicant’s finances and expenses are managed by the Manager pursuant to the TSA
and the Management Agreement. The TSA requires the Applicant to delegate all of the
Applicant’s powers and duties to the Manager, unless any of the applicable documents
expressly provide that the Applicant shall exercise a particular power or duty. The
Management Agreement grants the Manager broad authorization and powers to use the

Applicant’s funds collected by the Applicant under the TSA.
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As of December 31, 2019, the aggregate cash balance in the Accounts was $858,000. This
represented a decline of approximately $3.1 million from the cash balance in the Accounts
as of December 31, 2018. The decline was attributable to increasing defaulting Owners
and capital improvements of approximately $5.8 million, or $3.5 million greater than
receipts collected in 2019 allocated to the Savings Account. Between 2017 — 2019, the
Savings Account has declined from an end of year balance of approximately $5.8 million
in 2017 to an end of year balance of approximately $1.6 million in 2019. If this trend
continues, the Savings Account will be depleted and there will be no funds available for
the upcoming necessary capital expenditures that the Timeshare Resort requires to continue

operating.

Further, the Applicant’s Operating Account has started the year in a negative cash balance
since at least 2016. This means that the Applicant must fund its annual operating
expenditures using either cash allocated to the Savings Account or cash collected from
Owners for the upcoming year. By way of example, if the Applicant only used the 2021
Basic Charge collections for fiscal 2021 operating expenses, it is anticipated that the
Applicant’s year-end Operating Account would be in a deficit of approximately $2.8
million. Although the Applicant had a surplus of approximately $437,000 in its Operating
Account in 2019, this was due to increased Charges and a budget that forecasted higher
utilities expenses than were actually incurred. The Applicant expects this surplus to reverse

going forward as the increased Charges resulted in additional defaulting Owners.

This situation, coupled with the increase in defaulting Owners, has become untenable and

can no longer persist.

Owners’ Concerns

In my capacity as a director and the president of the Applicant, and an Owner, | have
acquired information that the Owners have varying levels of dissatisfaction with the current

circumstances for a number of reasons, such as:

@ there is no provision for the Owners to end their respective obligations to the

Applicant, save for a valid assignment, which issue is exacerbated because the
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market for Intervals suggests that they may only be sold for nominal consideration,
if at all

(b) the rate of increase of the Charges is unsustainable; and

(©) the current rate of the Charges is too high.

Owners have raised these concerns directly with me by telephone, email and in-person at
the Timeshare Resort, including at the annual meeting held in November 2019. | am also
aware that certain Owners have expressed these concerns through the Owners’ personal

social media pages.

The Applicant also believes that the situation will be exascerbated by the fact that the
Owners are aging and their heirs will not necessarily want to be responsible for the ongoing

obligations of the Resort given the alternatives now available, including Airbnb.

The Applicant disclosed the engagement of restructuring professionals on its Owner-only,
password-protected website, and has posted updates in respect thereto. On November 7,
2019, the Applicant advised that an all-encompassing review of the Carriage Hills and
Carriage Ridge situations is ongoing, intending to address, among other things, the

perpetuity of the obligations and the increasing Charges.

THE EFFECT OF COVID-19

On March 30, 2020, the Applicant issued a public statement on its website advising that it
would not be accepting any reservations through to April 30, 2020 which may be extended

depending on ongoing COVID-19 pandemic.

It is anticipated that the COVID-19 pandemic may also lead to additional defaults in respect
of the payment of Charges by the Owners as those Owners are unable to use their Intervals

and may experience personal financial hardship.

NEED FOR REQUESTED RELIEF

The Applicant’s decreasing revenue collection and increasing Charges are both due to and

contributing to each other in a downward spiral that if permitted to continue, will culminate
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in the compromise of the continued viability of the Timeshare Resort. Due to its corporate
structure as a non-share corporation and the contractual limitations of the TSA, the
Applicant does not have a viable way to remedy the underlying issues outside of a Court-

supervised restructuring.

The relief sought in the proposed Initial Order is intended to lay the foundation for a
transparent and flexible process, under the supervision of the Court, to restructure the
Timeshare Resort for the benefit of its stakeholders. In this initial phase, if the Initial Order
is granted, the Applicant, its assets and the Carriage Hills Property would become subject
to the Court’s jurisdiction. This would permit the Applicant, with the Administrator’s
assistance, to formulate and seek Court approval of various steps and processes that are
necessary before a definitive restructuring plan can be implemented. For example, one
such process would be an opt-out mechanism allowing Owners to dispense with their
Interval ownership and future obligations to the Applicant, subject to and on certain terms
and conditions.

It is anticipated at this early stage of the proceedings that a restructuring and associated
transactions could include any one or more of the following elements, either on a

stand-alone basis or together with CROA:

@ the Timeshare Resort could be downsized to a smaller number of units and facilities
appropriate for the number of Owners electing not to opt-out, provided that such
number is sufficient to make the restructured Timeshare Resort viable and

sustainable going forward;

(b) surplus Carriage Hill Property not required for a downsized Timeshare Resort could

be sold or redeveloped pursuant to a Court-approved and supervised process; and
(©) the proceeds of any such sales or redevelopments would be distributed as lawful

and appropriate in the circumstances.

The relief is necessary at the present time to prevent a further deterioration of assets of the

Applicant due to the current unsustainable situation. If the status quo is allowed to persist,
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there may be further disengagement by the Owners and the Applicant may lose its window
of opportunity to plan, canvas support of, and implement a viable restructuring plan.

RELIEF SOUGHT
Appointment of BDO as “Administrator”” and the Administrator’s Powers

BDO has advised the Applicant for several months and is thus knowledgeable of the
business and affairs of the Applicant. | believe that BDO is an established and qualified
firm for the Administrator appointment. BDO has consented to act as Administrator.
Attached as Exhibit “G” is a true copy of BDO’s consent.

The draft Initial Order uses the term “administrator” rather than “receiver” because the
relief sought is not typical of a receivership and | believe that “administrator” more
accurately reflects the proposed powers of the Court officer and avoids some of the

negative connotations that the term “receiver” implies.

The proposed Initial Order generally gives the Administrator non-intrusive, supervisory
and assistive powers. If necessary and appropriate, the Applicant may seek to expand the
powers of the Administrator at a later date and on notice to the stakeholders engaged in the

process.

The relief sought contemplates that the Administrator be appointed not only in respect of
the Applicant and its assets and proceeds, but also in respect of the Carriage Hills Property,
including the Owners’ interests therein. This will assist the Applicant in developing various
processes and considering various restructuring options and associated transactions that
may include the Carriage Hills Property. The proposed Initial Order does not allow the
Administrator to seize, take possession of or borrow on the security of the Owners’ interests
in the Carriage Hills Property, nor is the Carriage Hills Property subject to the proposed
Court-ordered charge.

Debtor-in-Possession

The proposed Initial Order generally provides that the Applicant will remain in possession
of its assets and continue to manage its affairs, subject to and pursuant to the terms of all
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applicable agreements, with certain exceptions relating to capital expenditures. It is
expected that these measures will contribute to the stability of the Timeshare Resort and
permit the Applicant to continue operations in the ordinary course during the restructuring

period.

Funding of Restructuring

The draft Initial Order approves the Applicant’s use of funds in its Savings Accounts to
pay for operating expenses, including restructuring costs, during the present proceedings
to allow it to effect a restructuring to achieve the long-term viability of the Timeshare
Resort for the benefit of its stakeholders.

Notice Provisions

The Applicant is proposing a procedure to notify as many Owners as possible in the
circumstances using electronic messaging, the Applicant’s website and BDO’s case

website.

Restructuring Charges

The draft Initial Order provides for a super-priority Administration Charge. At this stage
of the restructuring, the Administration Charge is limited to a security interest on the
property of the Applicant, being primarily comprised of the cash in the Accounts, and not

on the Carriage Hills Property or the Owners’ interests therein.

The Administration Charge, which is limited to $350,000 in respect of CHVOA, is required

for the professionals to remain involved throughout the restructuring, which is essential.

Stay of Certain Corporate Governance Matters

The draft Initial Order provides for a stay of some aspects of the Applicant’s corporate
governance, including the obligation to call and hold an annual or special meeting of
Members, the expiration of a director’s term, and the Member’s ability pursuant to the TSA
to veto or direct any action of the Applicant. Such stay is necessary to provide stability in
the Applicant’s governance during the restructuring.
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Appropriateness of Parallel Proceedings with CROA

Although the Timeshare Resort’s neighbouring “sister” resort, Carriage Ridge, is smaller,
CROA and the Applicant now find themselves subject to the same pressures and
challenges, and are interrelated in several important respects. This is acknowledged by
Martin Ginsherman in his affidavit sworn April 30, 2020 in support of CROA’s companion

application, which I have read.

The proposed Initial Order provides that all costs in respect of professional services relating
to both the Applicant and CROA will be split between the Applicant and CROA in a
69/31% proportion, which is the same proportion agreed to between the Applicant and

CROA in respect of other joint expenses.

Since the potential restructuring options for each applicant will be greater if they
collaborate, the Applicant and CROA are seeking virtually identical initial orders

contemplating joint hearings in the two applications.

CONCLUSION

This affidavit is sworn in support of the application by the Applicant for the draft Initial

Order appointing BDO as the “administrator” of the Applicant and for no other or improper

purpose.

Ontario, this 30" day of April, 2020 /4%_/

Darren Chapelle

Commissioner for taking affidavits
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LEGAL DESCRIPTION OF CARRIAGE HILLS PROPERTY
Parcel 1-16 Section 51-Oro-3

SUBJECT TO an easement over Part of Lots 2 and 3 Concession 4, Township of Oro, Part 5 Plan
51R-26764 as set out in Instrument Number 323091 in favour of Part of Lot 2 Concession 4,
Township of Oro, designated as Parts 11, 12, 13 and 14 on Plan 51R-26764 being Parcel 1-17
Section 51-ORO0-3, and, in favour of Part of Lot 2 Concession 4, Township of Oro, designated as
Parts 1, 2, 3, 4, 15, 16 and 17 on Plan 51R-26764 being Parcel 1-18 Section 51-ORO-3.

TOGETHER WITH an easement over Part Lot 2 Concession 4, Township of Oro, being Part of
Parcel 1-17 Section 51-Oro-3 being Part 11 Plan 51R-26764 as set out in Instrument Number
323092,

TOGETHER WITH an easement over Part of Lot 2 Concession 4, Township of Oro, being Part of
Parcel 1-18 Section 51-Oro-3 being Parts 1 and 16 Plan 51R26764 as set out in Instrument Number
323093.
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TIME SHARING AGREEMENT

THIS AGREEMENT made the 25th day of June, 1997.

BETWEEN:

CARRIAGE HILLS RESORT CORPORATION,
a corporation incorporated under the laws of the
Province of Ontario,

(bereinafier called "Carriage Hills")

OF THE FIRST PART

(hereinafter called the "Purchaser")

OF THE SECOND PART

-and -
CARRIAGE HILLS HOSPITALITY INC., a
corporation incorporated under the laws of the
Province of Ontario,

(hereinafier called the "Manager")

OF THE THIRD PART

- and -

CARRIAGE HILLS VACATION OWNERS
ASSOCIATION, a pot for profit corporation
incorporated under the laws of the Province of

Ontario,
(bereinafter called the "Association')

OF THE FOURTH PART

RECITALS
WHEREAS:

1. Carriage Hills is the registered owner of the Property;
2. Carriage Hills is constructing fifty-two Units in three (3) buildings;
3. Carriage Hills is constructing recreational facilities on the Property;

4. Carriage Hills intends on operating the Property as a Resort;

) Carriage Hills has agreed to sell to the Purchaser, as a tepant in common with it, an
Undivided Interest in the Property and plans to sell other Undivided Interests to others,

also as tenants in common;

July 24, 1997 (1:57prm)
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It is the intent that each tenant in common shall be entitled to the use of a Unit for an
agreed Interval and shall not be entitled by reason of being a tenant in common to
possession or use of the Unit during other parts of the year;

To give effect to the foregoing time sharing arrangement it is necessary that all tepants
in common be or become parties to this Agreement;

The Manager has agreed to join herein for the purpose of providing certain services:
Association has agreed to assume the duties herein provided;

WITNESSETH that for good and valuable consideration, receipt of which is hereby

acknowledged, the parties hereto covenant and agree as follows:

1.01
(a)
(b)
(©
(@)
(e)
¢9]
@
@
€y

@
(9]
0]

(m)

(n)
(0)
(o)
(@
(r)

ARTICLE I - DEFINITIONS
In this Agreement:

"Act of Default” is defined in Section 8.01;

"Act of Infringement” is defined in Section 5.04;

"Act uf Trespass" is defined in Section 1.0 (nnnn);

"Act of Vandalism" is defined in Section 1.01 (nm);

"Adherence Agreement” means the agreement attached as Exhibit "B";

"Agreement” means this Time Sharing Agreement;

" Assigned Time" is defined in Section 2.06;

"Assigned Unit" is defined in Section 2.06;

"Association Property” means all real and personal property, fixtures, apparatus,

equipment, appliances, furnishings, furniture, supplies and other items owned by the
Association for the benefit of Owners and includes Common Furnishings;

"Assumption and Consent Agreement” means an agreement defined in Section 5.05;

"Basic Charge” is defined in Section 6.03(c);

"Board" means board of directors of Association;

"Bonus Use Time Program" means the reservation and use by an Owner, in addition to
the reservation and use of his Assigned Unit at his Assigned Time and upon the payment
of a use fee in addition to his Basic, Special and Personal Charges, of any Unconfirmed

and/or unoccupied Unit any time for all or any portion of a Use Period:
"Budget" is defined in Section 6.03;

"Bylaws" means the Bylaws of the Association;

"Calendar” is defined in Section 2.05;

"Centre” means the adjacent lands presently owned by Horseshoe Resort Corporation:

"Charter” means the Articles of Incorporation of the Association;

July 24, 1997 ¢1 57pm)
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“Co-Owner” means an ownership interest where an Interval is owned by more than one
Owner:

“Common Furnishings” means furniture, appliances, equipment and furnishings in each
Unit;

"Complete Taking” is defined in Section 10.01;

"Confirmed Use Period” is defined in Section 2.08;

"Deed” is the document registered at the registry office transferring the Interval to
Owner;

"Defaulting Person” is defined in Section 8.01;
"Destruction” is defined in Section 10.01;

"Easement Agreement” means an agreement with an adjacent landowner providing for
a right of way;

"Even Year” is defined in Section 2.06(b);

"Every Year" is defined in Section 2.06(b);

"Exchangc'; means the exchange by the Owners of use of their Use Periods:
(i) among themselves. This is called "Internal Exchange™; and

(id) with owners or holders of use periods in other time sharing projects, or in other
real estate that is not in a time share project. This is called "External Exchange”.

An Exchange is not a change in ownership of Use Periods. Owners simply
exchange use of their Use Periods on a temporary basis;

"Exchange Agreement” means an agreement to provide a program for External Exchange
made with an independent Exchange Agent;

"Exchange Agent” is a person who operates any Exchange Program. It may be either
an independent company or Association;

"Exchange Program” means a service whereby Owners may Exchange use of their Use
Periods, either Internally or Externally;

"Exchange User" means the person who receives, through an External Exchange
Program, the right to use a Unit during a Use Period;

"Expropriation” is defined in Section 10.01;

"Fair Rental Value” for a Unit means the cost of renting on a daily basis a comparable
place to stay elsewhere near the Resort;

"Fidelity Bood" is defined in Section 9.02(d);
"Fixed Time" is defined in Section 2.06(c);

"Fixed Unit Right” is defined in Section 2.06(a);

(mm) "Floating Time" is defined in Section 2.06(c);

Tuly 24, 1997 (1:57pm)
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"Floating Unit Right" is defined in Section 2.06(a);

"General Account” is defined in Section 6.04:

"Improvement” is defined in Section 3.09;

“Improvement Savings Account" is defined in Section 6.05;

"Infringing Owner" is defined in Section 5.04;

"Injured Person" means every Owner, Exchange User or Occupant who cannot use a
Unit because of an Act of Trespass or Vandalism. There can be several Injured Persons.

For example, a Unit may be damaged so that it cannot be used for later Use Periods.
Each person who had the right to use the Unit during later Use Periods would be an

Injured Person;

"Interval” means an Interval Ownership,

Interval Identification Number" is defined in Section 2.01;

"Interval Owner” or "Owner” means a person who from time to time is an Owner of
an Undivided Interest in the Property who has become a party to this Agreement, either

by being an original party, as in the case of Carriage Hills or the Purchaser (by executing
an Assumption and Consent Agreement) or by being a New Owner pursuant to an

Adherence Agreement;

"Interval Ownership” or simply an “Interval” means:

(i) one ownership share in the Property (including an undivided fee simple interest
in the land); plus

(i} the right to reserve and use for a period of about one week:
(1) a specific Unit and that Unit only, or any Unit in the Resort;
2 every year, or every other year on the odd or even years; and on
()] a fixed time or floating time basis; plus
(iii) membership in Association.
These 3 parts of an Interval are indivisible;

"Interval Ownership Program" is the common scheme and plan for the Intervals;

"Joint Use Agreement” is an agreement, with the adjacent landowner providing for joint
use of certain matters;

"Liquidated Damages” means the amount of damages that has been agreed to in advance

equal to 200% of the Fair Rental Value of Unit for each day or part of a day during
which Trespasser or Vandal prevents use of that Unit. Association will decide Fair Rental

Value. Association’s decision is final;
"Manager" means the Party of the Third Part and any successor;

"Major Service Period" is defined in Section 2.03;

"Minor Service Period” is defined in Section 2.03;

July 24. 1997 (1.57pm)
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"Mortgagee Clause” is defined in Section 9.02(a);
"New Owner" is defined in Section 3.01;
"Obsolescence” is defined in Section 11.04;

"Occupant” means each Owner, Exchange User and their Renter and Visitor when they
are on any part of the Property. It also includes the Visitor of an Occupanr who is not

an Owner or Exchange User;
"Odd Year" is defined in Section 2.06;
"One Share" is defined in Section 6.02(b);

"Partial Destruction of Units" is defined in Section 10.01;

"Partial Destruction Not Affecting the Units” is defined in Section 10.01;

"Partial Taking” is lefined in Section 10.01;
"Partial Taking of Units” is defined in Section 10.01;

"Partial Taking Not Affecting the Units” is defined in Section 10.01;

"Partition" means a legal proceeding to divide land and give part to each of the Co-
Owners, or if the land cannot legally be split, a court may order it sold and divide the
sale proceeds among the Co-Owners;

"Personal Charges" is defined in Section 6.02(e);

"Prior Owner" is defined in Section 3.01;

*Proceeds” is defined in Section 6.18;

"Program” means the Interval Ownership Program;

"Program Documents” are the documents accrediting and governing the Program;

"Program Rules” means the rules for the Program made by Carriage Hills or the Board
and Manager;

"Property” meaps the land described in Exhibit "A";

"Reciprocal Agreement" means an agreement with the adjacent landowners wherein
certain restrictions have been granted;

"Renter” means each person to whom an Owner or Exchange User rents the Use Period
he is entitled to use;

"Reserved Rights" is defined in Section 11.02;

"Resort” means the Units and recreational facilities built on the Property;

“Resort Expenses” is defined in Section 6.02(a);

"Restoration Funds” is defined in Section 10.01;

July 24, 1997 (1:57pm)
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"Season" is defined in Section 2.05;
"Service Period" is defined in Section 2.03;

"Special Charge” is defined in Section 6.03(d);

"Subsidy Agreement” is the agreement atrached as Exhibit "D";

"Supplemental Budget” is defined in Secton 6.07;
"Threatened Owner" is defined in Section 5.04;

"Time Period” is defined in Section 2.03;

"Total Destructon" is defined in Section 10.01;

"Total Taking" is defined in Section 10.01;

"Transfer” includes:

(i) a sale, voluntary or forced, including a judicial or power of sale;
(i)  a gift or bequesl pursuani 1o a will at a person’s death; and

(i) a transfer by operation of law upon death, if there is no will;
"Trespasser” means any Owner, Exchange User or other Occupant who:
() does not vacate a Umnit at the end of the Use Period;

(i)  who uses a Unit during someone else’s Use Period without permission;

who by any other act or failure to act prevents someone else from using a Unit
he is entitded to use; or

(iv)  does any one of these things as an "Act of Trespass”;

(iii)

"Undivided Interest” means the Undivided Interest or share in the Property owned by
him as a tenant in common;

"Unit” or "Units" means the residential resort units to be built on the Property;

"Unused Use Periods” is defined in Section 4.17(b);

"Use Period" is defined in Section 2.03;

*Use Year" is defined in Section 2.03;

"Vandal" means any Owner, Exchange User or other Occupant who damages a Unit or
Common Furnishings so that the Unit cannot be lived in during any Use Period. Making

a Unit so it cannot be lived in is an "Act of Vandalism";

"Visitor" means the family, guest, and other people allowed or invited onto the Property
by an Owner, Exchange User or Occupant, but Visitor does not inclode Renter or

Exchange User themselves.

July 24, 1997 (1.5%pm)
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ARTICLE II - CREATION OF INTERVAL OWNERSHIPS
AND RESERVATION AND USE RIGHTS

Creation of Intervals. For each Unit in the Resort 51 separate Every Year Intervals are
here and now created. Carriage Hills may further divide each Every Year Interval into
1 Odd Year Interval and 1 Even Year Interval. Thus, there are at least 51 Intervals and
may be as many as 102 Intervals per Unit, depending on the number of Every Year
Intervals Carriage Hills divides into Odd and Even Year Intervals. For every Odd Year
Interval there will be a corresponding Even Year Interval. Per Unir there may be any
combination of one or more Every Year Intervals and one or more pairs of Odd and

Even Year Intervals.
Every Year, Odd Year and Even Year Intervals have the respective ownership shares

stated in Section 2.02, and have reservation and use rights Every Year or Every Other
Year, respectively, as stated in Section 2.06(b).

Each Interval will be assigned an "Interval Identification Number”.

The panure of one ownership share. Each Every Year Interval and each Odd or Even
Year Interval has, as an ownership share, an Undivided Interest as tepant in common.

An Every Year Interval shall have a 1/2652 Undivided Interest in the Property. An Odd
or Even Year Interval shall have a 1/5304 Undivided Interest in the Property,

Creation of Use Periods and Service Periods.

There are 52 Time Periods per Unit per Use Year. 52 "Time Periods" during each Use

Year are here and now established for each Unit. A "Use Year” is the approximately
one year period beginning on the first check-in day for each Unit in a calendar year and
ending on the first check-out day for that Unit the following calendar year. The Time

Periods are identified by a mumber from 1 to 52 in Exhibit "D".

These Time Periods will be divided into Use Periods and Service Periods. The 52 Time

Periods per Unit identified in Exhibit "D" will be further divided into:

$) 51 Use Periods. A “Use Period" is the seven day period starting at check-in in
the afternoon and ending at check-out in the morning seven days later. A Use

Period will be identified by the number of its corresponding Time Period;

(i)  Check-in/Check-Out Day and Time. The check-in and check-out day for each
Time and Use Period in each Unit will be either a Friday, Sawrday or Sunday,
as may be scheduled each Use Year by the Manager. The Manager may change
the scheduled check-in/check-out day for any Unit during any Use Year by
extending or shortening the Major Service Period or any unreserved, unconfirmed
or unused Use Period for that Unit, provided that no Owner's Assigned Time is
affected (i.e., either extended or shortened). There is no requirement that: the
check-in/check-out day be the same for each Unit; or that any particular Unit
have the same check-in/check-out day each Use Year or during any Use Year; or
that the mix of check-in/check-out days among all Units be the same each Use
Year or during any Use Year. The exact check-in and check-out times each day

will be stated in the Program Rules.

Service Periods. The times between Use Periods and that Time Period during each Use
Year that is not a Use Period in each Unit are called "Service Periods”. The Time
Period that is not a Use Period is a "Major Service Period". On a Unit by Unit and
yearly basis, the Manager will designate which Time Period will be the Major Service
Period . It does not have ta be the same for each Unit or the same Time Period each
Use Year. However, when designating a Major Service Period, the Manager may not
deprive any Owner of his Assigned Time. The periods between the end of one Use

July 24, 1997 (1:57pm)
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Period and the beginning of the next are called "Minor Service Periods”. If an Owner
has two or more consecutive Use Periods, the Owner's Use Periods will run continuously
from check-in for his first Use Period to check-out for the last Use Period. There will
be no Minor Service Periods in berween. If that Owner so requests, however,
Association must service his Unic at the end of each Use Period at no extra expense to

the Owner.

The 53rd Time Period. In certain Time Years there will be 53 Use Periods instead of 52
and the exrra Use Period will be reserved for use by Carriage Hills.

Service Periods for maintenance and repairs. Association must use Service Periods to

get the Unit ready for the next person to use and to do maintenance and repairs.

Each Use Period is in one of Two Seasons. Each Use Period is in the "Season” that is

set out in a "Calendar” that is published by Carriage Hills from time to time.

Reservation and use rights. Each Interval includes the right to reserve and then use one
Use Period. As of the date of this Agreement there are alternative reservation and use

systems: Fixed versus Floating Unit; Every Year versus Odd or Even Year; and Fixed
versus Floating Time. Each Owner’s reservation and use rights must have one of each
of these alternatives. If anything said in the Program Rules about reservations and
confirmations conflicts with what is said here or elsewhere in this Apreement, what is

said in this Agreement controls and must be obeyed.

Fixed or Floating Unit Rights.

(i) "Fixed Unit Right” means that the Owner has the right to reserve and use only
a specific Unit. It is that Owner’s "Assigned Unit".

(ii) "Floating Unit Right" means that the Owner has the right to reserve and use any
Unit, as assigned by Association.

(iii) Whether an Owner has Fixed or Floating Unit Rights will be stated in a Buver's

Acknowledgment. Carriage Hills will provide a Buyer's Acknowledgment stating
that Owper has Fixed or Floating Unit Rights, and if Fixed, that Owner's

N nit".

(iv)  Limits on the number of Fixed Unit Rights. Carriage Hills may not grant Fixed

Unit Rights for more than twenty-five percent (25%) of the total number of Time
Periods in any Season in any Use Year for all Units.

ights must a t _the check-in/check-out da

(v) An Owner with Fixed Unit
assigned to that Unit. If the Owner wamnts a different check-in/check-our day, he
must accept a reservation for a different Unit if available. An Owner with Fixed

Unit Rights automatically has a reservation to use that Unit during his Assigned
Time, without having to do anything else. But for each Use Year the Owner
must accept the specific check-infcheck-out day (either Friday, Samuday or
Sunday) assigned to that Unit. If he wishes another check-in/check-out day,
Owner must accept a reservation for a different Unit, if available. There is no
guarantee that the Owner will receive the check-in/check-out day he requests for

his Assigned Unit or any other Unit.

(vi) Owner may convert his Fixed Unit Rights to Floating Unit Rights:

(1) Permanently: An Owner may request that his Fixed Unit Rights be
changed to Floating Unit Rights. Owner may do so by delivering a
request to that effect to Association. The Owner will then have Floating
Unit Rights and must reserve and confirm a Unit on the same basis as

July 24, 1997 (1.57pm)
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other Owners with Floaring Unit Rights.

(2)  During any Use Year: If then permitied by and in accordance with the
Program Rules, an Owmer with Fixed Unit Rights may convert his
reservation and use rights to Floating Unit Rights during any Use Year.

(vi)  If you have Fioating Unit Rights, vou cannot reserve or confirm use of any Unit.

Each Owner with Floating Unit Rights will not be able to reserve or confirm the
use of any specific Unit. Instead, Association will assign to that Owner any one
of the Units upon arrival. This Unit will be that "Assigned Unit".

Every Year, or Every Other Year (i.e. Odd Year Or Even Year) Rights.

@) *Every Year" means that the Owner has the right to reserve and use every Use
Year.

(ii) "Every Other Year”, "Odd Year or Even Year" means that the Owner has the
right to reserve and use only every other Use Year. If the Owner has Odd Year

rights, he may reserve and use only during those Use Years ending in an odd
number (for example, 1997, 1999. If the Owner bas Even Year rights, he may
reserve anc use only during those Use Years ending in an even mumber (for

example, 1998, 2000.)

(iii)  Whether Owner has Every Year or Odd Year or Even Year rights will be stated
at the time of delivery of the Deed. Carriage Hills will irrevocably divide the
applicable Every Year Interval into 1 Odd Year Interval and 1 Even Year

Interval. Carriage Hills will expressly state whether that Owner has Every Year
or Odd Year or Even Year rights.

Fixed or Floating Time Rights.

(i) "Fixed Time" means the Owner has the right to reserve and use only for a
specifically numbered Use Period. It is that Owner’'s "Assigned Time". That
Owner has a permanent reservation. However, the check-in/check-our day will
not be fixed. lnstead, an Owner with Fixed Time must request a specific check-
in/check-out day (unless that Owner also has Fixed Unit Rights). Association will
assign a specific check-in/check-out day depending on availability. There is no
guarantee that the specific check-in/check-out day assigned will be the day the
Owner requests.

(it} "Floating Time" means that the Owner has the right to reserve and use one of the
Use Periods in that Owner's Season, as assigned by Association in accordance
with the reservation system. That Use Period will be that Owner's "Assigned

h

Time".

(iii) Whether Owner has Fixed Or Floating Time rights will be stated at time of

delivery of Deed. Carriage Hills will provide a Buyer's Acknowledgement
stating: (a) whether that Owner has Fixed or Floating Time rights; and (b) if
Fixed, the number of the Use Period for which that Owner has a permanent
reservation; and (c) if Floating, that Owner’s Season.

(iv)  Limits on the number of Fixed Time Rights. Carriage Hills may not grant Fixed

Time rights for more than twenty-five percent (25%) of the total number of Time
Periods in any Season in any Use Year for all the Units.

) Owner with Fixed Time Rights does not have to reserve or confirm his Assigned

Time. An Ownper with Fixed Time rights automatically has a reservation to use
during his Assigned Time, without having to do anything else. However, for

Tuly 24, 1997 (1:57pm)
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each Use Year in which he has these reservation and use rights, the Owner should
reserve and confirm, as required by the Program Rules, a specific check-in/check-
out day (either Friday, Saturday or Sunday) (unless that Owner also has Fixed
Unit Rights). Otherwise, Association will, on its own, assign the check-in/check-
out day. Associarion will assign the check-in/check-out day depending on
availabjlity. There is no guarantee that the Owner will receive the check-
in/check-out day he requests. If anything said in the Program Rules about
reservations and confirmations conflicis with what is said here or elsewhere in
this Agreement, whar is said in this Agreement controls and must be obeyed.

Owner may convert his Fixed Time Rights to Floating Time Rights:

(1) Permanently: An Ownper may request that his Fixed Time rights be
changed to Floating Time rights. Owner may do so by delivering a
request to this effect to Association. The Owner will then have Floating
Time rights and must reserve and confirm a Use Period in the Season in
which his Assigned Time existed, on the same basis as other Owners with

Floating Time rights.

(2)  During any Use Year if permitted: If then permitted by and in accordance
with the Program Rules, an Owner with Fixed Time rights may convert
to Floating Time rights during any Use Year. If permitted, such an
Owner would have Floating Time rights in the Season in which his Fixed

Time occurred.

Reservations must be made and confirmed each year if you have Floatng Time

Rights. For each Use Year, an Owner with Floating Time rights must reserve and
confirm in his Season his one Use Period per Interval, including the specific
check-in/check-out day. The Program Rules will govern how these reservations
must be made and confirmed. But if anything said in the Program Rules about
reservations and confirmations conflicts with what is said here or elsewhere in
this Agreemen:, what is said io this Apreement controls and must be obeyed.
The Use Period the Owner thus reserves will be that Owner's "Assigned Time".

Other mules about reservation and use rights.

®

(i)

(i)

(iv)

Co-Owners may reserve only one Use Period per Interval. Co-Owners may not
reserve scparate Use Periods for each Co-Owner.

No carry-over of reservation and use rights. No carry-over of any right to reserve
and use from one Use Year to the next or later Use Years or to the next or later

Odd or Even Year will be allowed.

You cannot reserve, use or exchange unless you have paid all your Charges.

Owner (except Carriage Hills) must pay all Basic and Special Charges assessed
in advance before he may reserve, use or exchange during that Use Year.

Compensation for loss of use due to error. At Association’s expense, Association
must find anotber place near the Resort for an Owner to stay during his Assigned

Time, if a Unit is not then available for that Owner's confirmed use because of
an error by Association or Manager.

How changes may be made to reservation procedures. If the Manager decides that any

reservation system is not manageable or fair, with Board's approval, it may revise this
system. All changes must be made in the Program Rules. The Owners may change the
reservation system upon the affirmative vote of a majority of all Owners. But without
an Owner’s consent, his ownership share, Fixed or Floating Unit rights, Every Year or
Odd or Even Year rights, and Fixed or Floating Time rights, cannot be changed.
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Your use g'dghgs nc:'ug‘ng y h;gthgggz irmed Use Period. The Use Period which each Owner
reserves and confirms, whether he has Fixed or Floating rights, is called his "Confirmed
Use Period’. During his Confirmed Use Period, each Owner will have:

the exclusive right to occupy and use his Assigned Unit or Fixed Unit and its Common
Furnishings; and

the non-exclusive right to use and enjoy the Common Elements along with other
Occupants and Owners.

ARTICLE III - ASSOCIATION AND MANAGEMENT OF THE RESORT

g Rights And Me A . Each Owner is automatically a member of
Assocxation Only Owners are members When a person acquires an Interval, that
person (the "New Owner") becomes the Owner and an Association member. At that
same time, the person from whom the New Owner acquired his Interval (the Egg;
Qwner") ceases to be the Owner of that Interval and an Association member. :

i
One vote per Interval. Each Owner has one vote for each Interval. When more than one
person owns an Interval, they are all Association members, but only one vote can be cast
per Interval. The vote for their Intervai will be cast as stated in the By-Laws.

2 two classes ghts. Even though each Owner has only one vote for
each Interval he owns, the votes of Owners of Odd and Even Year Intervals will count
haif as much as the votes of the Owners of Every Year Intervals.

By-Laws govern Voting. The By-Laws govern how voting will be done and how other
decisions will be made. If anything stated in the By-Laws conflicts with what is stated
in this Agreemest, what is stated in this Agreement is paramount.

. Each Owner:

gives Association' all rights and powers to manage according to what is said in the
Program Documents, including the right to hire a Manager; and

agrees<that what Association decides and does in accordance with the Program
Documents is binding on him,

authorizes Asseciation to appeal on their behalf the assessments under s.40¢) of the
Assessment Act, R.5.0. 1990 as amended, or, pursuant to any similar or like
legislation in effect from time to time.

Management is vested in Association, subject to the Program Documents.

Association’s powers and duties. Subject to the Program Documents, Association can
do all things it considers to be necessary, desirable or appropriate:

for the operation, management, administration, and protection of the Resort} and

for the maintenance, repair, aiteration, addition, improvement, rebuilding and restoration

of the Resort. .
Specific Powers and Duties. Some of the specific things Association may or must do are

explained throughout this Agreement and the other Program Decuments. They are not
stated or summarized in any one section. All of Association’s powers and duties are not
described expressly and specifically in the Program Documents. This does not mean that
Association does not have a power or duty that is not expressly and specificaily
described. Rather, the Program Documents are to be interpreted to give Association
broad and general powers and duties, and Association may exercise these powers and
duties, even on matters that are not expressly and specifically covered in the Program
Documents.
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Specific authorizations and directions to Association.

: - Association is authori
directed specifically as follows: orized and

To Administer and act for the Qwners under the Joint Use Agreement. Reciprocal
Agreement and Easement Agreement. To represent and act for the Owners, administer
and perform and observe all of the obligations and conditions to be performed and
observed by the Owners and/or Association, under the Joint Use Agreement, Reciprocal

Agreement and Easement Agreement, including without limitation the making of any
amendments thereto.

To accept the convevance of various utilities ag provided in the Easement Agreement.

To accept the conveyance by the adjacent landowner of utility systems and rights as
provided for in the Joint Use Agreement, Reciprocal Agreement and Easement
Agreement.

To enter into joint arrangements with the Centre. To enter into arrangements for service
and supplies jointly with the Centre. :

*

Maintenance, repair, rebuilding and restoration. Association has the general powers ax{d
duties that are stated in this Agreement. Without further direction or approval from

Owners, Association must maintain and repair each Unit, Association Property, and
Commeon Furnishings, and keep them in a neat and attractive condition, including:

cleaning and getting each Unit ready for the next Occupant; doing routine and special
maintenance and repair to each Unit during the Service Periods;

replacing by lease or purchase as Board may decide Association Property including the
Common Furnishings;

making capital improvements for which a Improvement Savings Account has been set up;
and

restoring Association Property or any portion thereof. All available insurance and
expropriation proceeds must be used for this purpose.

Board will decide exactly when and how these things will be done. But Board must
immediately repair or replace things that are damaged or destroyed (other than by
ordinary wear and tear), except as otherwise provided in this Agreement.

Association may provide optional maid service to Occupants during their Use Period, as
determined by Board. If this service is provided, it will be furnished to each Occupant
only at his request and added expense as a Personat Charge. Association also may (but
unless provided for in any approved Budget is not required to) make changes, additions
and improvements ("Improvement(s)") to the Property beyond needed maintenance and
repair as determined by Board. However, if any Improvement is not provided for in an
approved Budget and Board reasonably estimates that the cost thereof would exceed
$25,000, then Association must first hold a meeting at which the Improvement is
considered. Association may make the Improvement uniess Owners of more than fifty
percent (50%) of the Intervals represented at the meeting vote against the Improvement.
If there are not enough funds on hand to pay for any authorized work, Board may assess
a Special Charge to the Owners.

Association will act through Board. Board may exercise all of the powers of Association
and must perform all of its duties under the Program Documents, unless these documents

expressly restrict what Board is to do.

Carriage Hills will appoint the first Board. The first Board is made up of the persons
named in the Charter or appointed later by Carriage Hills. This Board will act until the
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first annual meeting of Association.

Board must keep a Manaper at all rimes and mav delegate powers and duties to it.

Prior to Association’s first anoual meeting, Carriage Hills will engage and maintain a
Manager for Association. At Association’s first annual meeting, Association must adopt
the contract Carriage Hills signed with the Manager and agree to obey it. Oz behalf of
Association, Carriage Hills may hire itself or a related or affiliated entity as the Manager
and may also hire a subcontractor (which may also be itself or a related or affiliated
entity) to perform some or all of the obligations as Manager.

Board must keep a Manager at all times and may delegate all of Association’s powers
and duties to the Manager, unless the Program Documents expressly say that Association
or Board must exercise a particular power or perform a particular duty itself. If this
restriction is not stated, Board must give that power and duty to the Manager.

Each contract with a Manager must say that:

(1) The term may not be longer than five years, but shall provide for automatic five
year renewals after the end of the initial term and each subsequent renewal term.

(ii) The Manager is always subject to the direction of Board.

(i) The Manager may delegate its powers and duties to one or more sub-agents for
any period and upon any terms it decides is proper.

(iv)  The Association or the Manager may terminate the contract upon not less than
thirty (30) days written notice. However if the written notice is given by Board,
it shall not be given unless such notice is given pursuant to a resolution of
Association passed by 66 2/3% of the Owners at a regularly constituted meeting

of Association.

v) On or before the effective date of any resignation by Manager, or of any
termination of the contract, Manager must turn over to Board all books and
registers, employee and employment registers, licenses and permits, relating to
the management and operation of the Resort, whether maintained or held in the
Manager's name or in the name of Association or the Resort and whether in
written form or as computer dawa or otherwise, all of which are and shall be

Association Property.

Any subcontract between the Manager and a subcontractor must incorporate into it the
same provisions referred to in subparagraph (c) above.

Board may delegate powers. Subject to the Charter and this Agreement, Board may
delegate its powers and duties to others as stated in the By-Laws. Board may also hire

other persons to perform services. This includes (but is not limited to) lawyers and
accountants.

Adoption of Program Rules. Carriage Hills may adopt and change the Program Rules at
any time until the first annual meeting of Association. The Program Rules must be

obeyed by all Owners. At its first annual meeting and at every annual meeting
thereafter, Board elected by the Owners must review the Program Rules and may make
any changes or pew Program Rules it decides are appropriate that are consistent with the
other Program Documents. At any time, Board or the Manager, with Board's approval,
may also make changes or make new Program Rules. All Program Rules must not be
in conflict with the other Program Documents (including but not limited to the provisions
of the Program Documents giving Carriage Hills special rights and privileges), and must
apply equally to all Owners and their Intervals or to all established classes of Owners and
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their Intervals (except to the extent that Carriage Hills has special rights and privileges
under this Agreement and the other Program Documents).

Board will Represent the Owners. Board or the Manager, if authorized by Board, may
represent Association in any lawsuit or other legal proceedings abour the Resort,

Association, the Units or the Property.

Limitations on Association’s powers and duties.

Association does not have to act if it does not have enough money. No matter what of
the Program Documents may say, Association {(and Board, the Manager and anyone else
acting on its or their behalf) are not required to take any action if Association does not
have money on hand to pay for it. Association may wait until it raises enough money

from the Owners.

Owners may veto any direct action taken by Board or Manager. Unless a higher

percentage of Owners is expressly required by any part of the Program Documents, a
majority of Owners may velto any action of Association, Board or the Manager, or may

direct that certain actions be taken,

General limitations on contracts Board may make. Board may not make a contract to
furnish goods or services for a period longer than ope (1) year, unless the Owners are
first given a chance to vote con the conmact and a majority of all Owners do not vote

against the contract. This rule will not apply to:

(i) the management contract and any management subcontract;
(ii)  any contract for utility services;

(iii) insurance policies;

(iv)  a lease of Common Furnishings;

(v)  an Exchange Agreement;

(vi) Reciprocal Agreement;

(vii) Joint Use Agreement; and

(viii) Easement Agreement.

No Responsibility. Carriage Hills, Association, Board or Manager (or anyone acting on
their behalf) are not responsible for acts or omissions of any Owner or Occupant.

ARTICLE IV - PROVISIONS ABOUT USE
PART A - EXCHANGE USE

Exchange is allowed. Both Internal and External Exchange is allowed.
Arrangements for Exchanpe Programs.

Internal Exchange. Association may (but does not have to) provide for an Imternal
Exchange Program in the Program Rules. To pay for the added costs, Association may
charge fees to those Owners who use this service. All fees to be charged must be stated

in the Program Rules.

Any Internal Exchange Program is subject to any Exchange Agreement for External
Exchange. In other words, if there is a conflict between the two, what is said in the

July 24, 1597 (1:57pm)
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Exchange Agreement controls and must be obeved.

External Exchange. Association must use reasonable efforts to have an External
Exchange Program at all times, unless a majority of all Owners vote not to do so.
Initially, Carriage Hills may make arrangements for an External Exchange and on behalf
of Association may sign Exchange Agreement with an Exchange Agent. Association may
sign Exchange Agreement, renew them, and (if fawful to do 50) cancel and oy to make

arrangements with another Exchange Agen.

Association must keep each Unit and the Property in condition sufficient to comply with
the standards set by the Exchange Agreement.
Risk and Expense. Owner may take part in any Exchange Program ar his own option,

risk and expense. Any charges made and rules imposed by an Exchange Program will
not change or suspend the Charges and duties imposed on Owner by the Program

Documents, with these exceptions:
Owmer is not responsible for any Exchange User that uses Owner’s Use Period;
Owner is not responsible for any Owner with whom he makes an Internal Exchange; and

Owner is not responsible for any Occupant using his Use Period, if he has externally or
internally exchanged its use.

Owner must notify Association in writing if he takes part in an Exchange. Owner must
pay for his own Exchange and other fees.

Exchange Users must obey Program Documents. Exchange Users are governed by the

Program Documents and must obey them. Exchange User may be required to sign an
agreement to this effect and if he does not sign, he and his Renters and Visitors may be
refused occupancy. Exchange User is jointly and severally liable and responsible for his
Renters and Visitors, even if the Exchange User himself never occupies.

Carriage Hills, Association and the Manager are not responsible for:

any External Exchange Program or Agent;
anything any External Agent does or does not do;
anything done or not done by any Exchange User; and

Exchange Users Renters and Visitors.

PART B - GENERAL USE RIGHTS,
RESTRICTIONS AND OBLIGATIONS

Owner must stay out of the Units and off the Property except during Assigned Use
Period. Owner (except Carriage Hills) must stay out of all Units and off the Property
except that during his Confirmed Use Period (or during any Use Period he may get the

use of through Internal Exchange) he may use his Assigned Unit. Owner must stay out
unless he is an authorized Visitor or Renter of another Owner.

Restrictions on Uses; No Pets. Each Unit will be used only for resort purposes, for
transient vacation and other rentals, and for time sharing, and no Unit may be used to
carry out any other trade or business. No pets will be allowed in any Unit (seeing eye
dogs are not considered to be pets). The number of Occupants in each Unit will be
limited to the maximum number allowed by law and the Program Documents.

July 24, 1997 (1:57pm)
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Who may use vour Use Periods. An Owner may let Renters, Visitors and Exchange
Users use the Unit during the Use Period he reserves and confirms or gets through
Internal Exchange. Occupants are allowed Visitors only. An Exchange User may also
have Renters if this is allowed by the External Exchange Program and Exchange
Agreement. As an Owner, Exchange User, or Occupant, you will be responsible for

Visitors and Renters.

Rental Pool. Every Owner (other than Carriage Hills) promises not 10 enter into a

pooling or similar program. These are programs where Owner’s Use Period is placed
in a pool together with other Owners' Use Periods and rented out, or where rental

income and/or expenses are shared. This restriction will last until December 31, 2007.

Changes to Unit, Building, or Common Furnishing. Association will make all decisions

about and be responsible for the colour, decor, Common Furnishings, changes, additions
and other improvements to the Property.

Maintenance and Repair. Association will make all decisions and be responsible for
normal and other maintenance and repair of the Property. Each Occupant has the duty:

not to damage, beyond normal wear and tear, any part of the Property; and

to keep the Unit (and Common Furnishings) in good order and condition (except for
reasonable wear apd tear).

Association's right to enter. Each Occupant must allow Association or Manager to enter
his Unit during his Confirmed Use Period:

to inspect the Unit; and
to maintain, repair and replace any part of the Unit or the Common Furnishings.

For these purposes Association may enter as allowed by the Program Rules. Association
must give reasonable notice before entering, and must try to avoid or reduce interference
with an Occupant’s use. In case of emergency, Association may enter at any time
without notice. Association may also enter 10 SIOp any muisance.

How you must act as an Occupant. Occupant must obey all of the Program Documents
and must also obey all local laws and the laws of Ontario and of Canada. Owner must

also pot act in any way:

that causes any danger to any person Or property;

that is unlawful or disorderly;
that would damage or injure the welfare or interests of: (i) any other Occupant or any

Owner, (ii) Manager or managing agent, or (iii) Association;
thar is in violation of any part of the Program Documents;

that would be harmful or offensive; or
thar would cause any other nuisance.

Occupant will be responsible for and pay all costs and damages caused by his not doing
any of these things. Occupant may be required to sign an agreement to obey the
Program Documents before he is allowed to occupy.

July 24, 1997 (1:57pm)



Page 19

4.14 Rules on Vacating Units:

(a)

(b)

4.15

(2)

(b)

©

4.16

4.17

(a)

(b)

(©

Duty to Vacare. Occupant must: (i) vacate the Unit occupied at the end of his Confirmed
Use Period, (ii) leave the Unit and Common Furnishings in good and sanitary condition

(except for reasonable wear and tear), and (jii) obey all Program Rules for check-out.

Personal Effects. At the end of the Use Period, Occupant must remove all personal
effects such as clothing, food. liquor, luggage, etc. No one will be responsible for any
personal effects that are left behind. In fact, personal effects not removed will be
considered abandoned. Association has the right to dispose of them and if Association

sells them, may keep the sale proceeds.
Unauthorized use of a Unit or a Unit made unusable.

Eviction. Each Trespasser and Vandal may be removed from the Property at once and
waives all evicdon notices the law may require.

Pay Costs and Liquidated Damages. Each Trespasser and Vandal must repay Association

and each Injured Person for all their costs and expenses caused by the Act of Trespass
or Vandalism. These costs include (but are not limited to) costs of another place to stay
and extra travel cos** and all collection and enforcement costs. To obtain another place
to stay, it may be necessary to rent for a period of time lomger than the time use is
actually prevented. If this happens, the cost of another place to stay includes all of the
rent for this longer period of time. Association will decide if it is necessary to rent for
a Jonger time. Association's decision will be final.

Occupant who commits an Act of Trespass or Vandalism must also pay Liquidated
Damages to each Injured Person to compensate the Injured Person for the added damages
of losing the use and enjoyment of his Assigned Unit.

What Association must do. Association must take all reasonable steps to evict the
Trespasser or Vandal. Association must help each Injured Person to find another place
to stay, at Association's expense. Also at Association's expense, Association must try
to collect all costs and Liquidated Damages for the Injured Person, if asked to do so by
the Injured Person. (Expenses like these which Association pays out at first, but which

are to be paid back, are called advances.)

Each Occupart may be required to sign an agreement to obey the Propram Documents.

At the time Occupant checks in (or later), he may be required to sign an agreement 10
obey the Program Documents. He may be refused occupancy if he will not sign.

Special Rights of Carriage Hills. No matter what is said in any other part of the
Program Documents, Carriage Hills has and keeps these special rights and privileges:

To reserve and use Intervals. Carriage Hills is enritled to reserve and confirm Use
Periods it owns on the same basis as other Owners with Floating Unit and Floating Time

Rights.

To use unreserved, unconfirmed or unused Use Periods. In addition, Carriage Hills is
entitled to use Use Periods that for any reason are not reserved, or if reserved are not
confirmed if and as required, or if reserved and confirmed, are not used. These Periods

are called "Unused Use Periods".

To rent jts Confirmed Use Periods and Unused Use Periods and to use them for sales
purposes. Carriage Hills may use its own Confirmed Use Periods and all Unused Use
Periods for any purpose, including rentals, sales and other commercial activities
permitted by law free from the restrictions imposed by the Program Documents. If
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Carriage Hills does rent these Use Periods. it alone is entitled to the rental proceeds.

To use the Resort at all times it owns any Interval or any Unit for any purpose permimed

by law. Similarly, at all times that Carriage Hills is the Owner of any Interval, Carriage
Hills may use the Resort for any purpose permirted by law free from the resmictions

imposed by the Program Documents.

Law governing rental use. Ontario law will govern the rental of all Use Periods.

Use Restrictions and Obligations. The use restrictions and obligations imposed on the
use of the Property are cumulative and not exclusive, People must obey each and every

one of the restrictions imposed in the Program Documents, Obeying some but nor all
is pot enough.

PART C - BONUS USE TIME PROGRAM

Bonus Use Time Program. Association must provide for 2 Bonus Use Time Program in
the Rules, unless a majority of all Owners vote not to do so. Association must use
reasonable efforts to set the daily Bomus Use fee so that it equals or exceeds the average
daily costs per use incurred by Association in making available and operating the Bonus
Use Time Program, but, if possible, is substanrially less than the Fair Rental Value,

ARTICLE V - TRANSFERS OF INTERVALS AND
OTHER PROVISIONS ABOUT OWNERSHIP

Ownper may Transfer or Morigage Interval with the Consent of Association.

Each Owner, with the consent of Association may Transfer or Mortgage an Interval. If
an Owner owns more than ope Interval, each can be treated separately. Owner is not
required to do with all his Intervals what he does with any one of them.

You may also own an Interval together with others. Two or more people may own an
Interval but only if they each own an undivided share. Each person would own a

percentage of the Interval.

Each Ownmer’s rights, privileges and duties as a tepant in common are subject and
subordinate to what is set out in the Program Documents.

Each Owner waives all rights he may have to Partition any part of the Property. Each
Ownmer gives up these rights for as long as this Agreement remains in effect.

An Interval itself cannot be partitioned. Anyone who is 2 Co-Owner of an Interval can
ask a court to sell the Interval and divide the sale proceeds among all Co-Owners.

You may not Transfer, Mortgage or in any other way infringe on:

Other Owmers' Intervals. The right to Transfer and Mortgage applies only to each

Owner's Interval;

The Property. An Owner can Transfer or Morigage only his own Interval;

Each Owner is also prohibited from:

(i) doing or allowing anything to happen that would make any other Owmer's
Interval, the Property, or Association Property or Funds the subject of any lien,
attachment or other similar proceeding,

(i)  doing or allowing anything to happen against him or his Interval:
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(1) which may result in sale or threatened sale of the Interval of any other
Owner or the Property:

(2) which would result 1n a sale or threatened sale or other action which
would cause apy interference in the use and enjoyment by amy other
Owner of their Interval.

Indemnification. Each Owner promises to defend and indemnify each of the other
Owners, Carriage Hills and the Association against all claims, liabilities, damages,
judgments, costs and expenses including legal fees, any of them has or gets because of
the non-compliance with the provisions in this Article.

An Owner who does or permits anything to happen in violation of this Article is called
an Inofringing Owner”. What an Owner does or permits is called an "Act of
Infringement”. Each Owner whose Interval or whose use and enjoyment of his Interval
is being infringed on is called a "Threatened Owmner”.

A Threatened Owner may act on his own to protect himself, or he may act with other
Threatened Owners or under the authority of Association. He may (but does not have
to) settle or compromise any threatened or actual Act of Infringement. In doing so, he
may pay all or any part of the money that is being claimed. He does not have to check
first if the amount is proper or the claim is valid. Acting on behalf of any Threatened
Owner, Association has these same rights. Association also has the same rights to
protect any part of the Property or the Funds it holds. It may also advance to any
Threatened Owner all amounts he paid and costs (including legal fees) he incurred. On
demand, the Infringing Owner must pay back the Threatensd Owner or Association. If
Funds in the hands of Association are taken, the Infringing Owner must replace the

amounts taken on demand.

Effect of the Restriction on Title on the Transfer of an Interval. In order to protect all
Owners and the integrity of the Program, Carriage Hills has filed a Restriction on Title
which requires Association’s consent to a Transfer of an Imerval.

Association must grant consent if New Owner executes and delivers to Association:

an Assumption and Consent Agreement assuming all obligations in the form attached
hereto as Exhibit "C"; and

an Adherence Agreement in the form attached as Exhibit "B”.

Transferring an Interval.

Owner must reference Interval Identification Number. Documents must accompany the
Transfer which reference the Interval Identification Number.

Owner must give notice to Association. At least ten (10) days before any Transfer,

Owner must notify Association in writing of the Transfer. The notice must give: (1)
name and address of the New Owner; (2) date of Transfer; and (3) copy of Transfer; (4)
Interval Identification Nummber; (5) Assumption and Consent Agreement executed by New
Ownmer; and (6) Adherence Agreement executed by New Owner. Association’s consent
to the Transfer will not be given and the Transfer will not be recognized if all elements

of the notice are not provided.

Unless and until this notice is given:

® Association will not provide its comsent to the Transfer nor recognize the New
Owner;
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(i)  Registrar of Land Titles will not accept the Transfer for regismation; and

(iii) Owner will remain fully liable.

Release from any further obligations. No Owmer is liable for anything done after his

Transfer is recognized by Association , but he is and remains liable for things that
happened before the Transfer is recognized by Asscciation.

Transfer Fees. A Transfer fee in ao amount as stated in the Program Rules may be
assessed on each Transfer.

What is automatically included in any Transfer. Transfer includes the interest, if any,

of the Owner in Funds in the hands of Association.

Transfer and Mortgage are subject to the Program Documents. An Interval transferred
or mortgaged continues to be governed by the Program Documents.

A New Owner must obey all the Program Documents.

Unpaid Charges. There is a lien on the Interval to secure payment of Charges. If the
Owner has not paid all Charges, the Interval is subject to this lien. The lien is

subordinate to any Mortgage.

As a part of any Transfer or Mortgage, any party may ask Association for a certificate
of unpaid Charges. Within ten (10) days after receiving the request, Association must
give the certificate. The certificate will limit the lien rights to those unpaid Charges
disclosed, but only as against the person receiving the certificate.

Association must keep a list of Owners. Association will keep a current Owners list but

will not provide a copy to Owners in order ro protect the privacy of the Owners.
ARTICLE VI - FINANCES

Costs will be incurred to run the Resort. These costs will be shared and paid for by the
Owners and other people who use the Property, as spelled out in this Article.

"Resort Fxpenses” includes all costs of maintaining the Resort. It also includes all
charges imposed on the Property. It does not matter who is billed for them. For

example, even if Association or Carriage Hills is billed, the charge is still a Resort
Expense and is to be shared among all Owners.

Resort Expenses include:

(i) property and other governmental taxes and charges;

(ii) utilities (electricity, water, and so on);

(iii)  maid service (other than optional maid service);
(iv)  insurance;

) liabilities and damages;

(vi)  application, renewal and cancellation fees charged by Exchange Program;
expenses pursuant to the Joint Use Agreement, Reciprocal Agreement and the
Easement Agreement;

(vii)

July 24, 1997 (1:57pm)



(b)

(c)

(d)

(e)

Page 23
(viii) Personal Charges that Board decides cannot be collected;

(ix)  all other costs incurred except for Personal Charges.

Resort Expenses must also include the following amounts to provide for these
contingencies and reserves:

(x) any shortfall for any reason m funds to pay costs on a cwrent basis; and
(xi) Improvement Savings Accounts.
"One Share" means for Every Year Interval Owners:

1
51 times the total pumber of all Units then in the Program;

For Odd and Even Year Interval Owners, "One Share" means:

1
102 times the total number of all Units then in the Program.

"Basic Charge"” is the regular charge for each Interval. It will be for One Share of
Resort Expenses, as estimated in the Budget, plus late charges and interest if the Basic
Charge is not paid when due, and all costs of collecting unpaid Basic Charges which
include bur are not limited to court costs and legal fees.

A "Special Charge” is an added charge as needed for each Interval. It will be for One
Share of the amount of moncy needed to keep paying Resort Expenses on a current basis,
as estimated in a Supplemental Budget, plus late charges and interest if a Special Charge
is not paid when due, and all collection costs ‘on unpaid Special Charges.

"Personal Charges” means all expenses that result from the act or the failure to act of
any Owner, Exchange User, or Occupant (except failure to pay any Basic or Special
Charge). Among other things, they ioclude all:

(i) extra services requested by an Owner, Exchange User or Occupant, including
optional maid service, long distance telephone charges;

(ii)  late charges and interest on unpaid Personal Charges;

(iii)  collection costs on unpaid Personal Charges and costs of enforcing the Program
Docurnents including fines, court costs and legal fees;

(iv)  costs to repair any damage (other than ordinary wear and tear) caused by: (i) that
Owner, Exchange User or Occupant, or (ii) Renters, Visitors or other Occupants
during the time that he is entitled to use;

V) costs of replacing Common Furnishings that are lost or missing;

(vi) damage and injury to any other Ownmer, Occupant or Association due to his
violation of the Program Documents; and

(vi) any advances made by Association for any Owner, Exchange User or Occupant,
Advances are costs incurred by Association in, (i) doing what that Owner was
required to (but did not) do, or (ii) repairing or correcting any damage that
person caused or is responsible for.

Personal Charges also include Personal Charges against his Renters and/or Visitors.
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PART A - HOW COSTS WILL BE SHARED AND MONEY HANDLED

How Basic Charges are to be determined and assessed.
Establishing the Budget and One Share of Resort Expenses. "Budget” means the

estimated amount of Resori Expenses for each fiscal year. Before the start of each
calendar year, Manager must prepare an estimate of Resort Expenses. Upon review and
approval by Board, this estimate (with any changes Board may make) will become the
Budget for that year. Board must budget for the contingencies and reserves. Budget
must establish and maintin Improvement Savings Accounts as required by this Asticle,
and must deal with surplus funds from earlier years as required by this Article.

Adjusting the Budget and One Share of Resort Expenses. Board may (but is not required

to) adjust the Budget during any year if it decides that there is or will be more money
than Association needs. One Share of Resort Expenses will be adjusted or determined
again at the same time the Budger is adjusted.

An Owner will not have the right, because of an adjustnent in the Budget: (1) to get a
refund of any Basic Charge already paid; or (2) not to pay any Basic Charge due but

unpaid.

Assessing the Basic Charge, Manager will assess each Owner for his Basic Charge.
Basic Charge will be payable in one lump sum in advance, unless Board decides on a
different payment scbedule.

Carriage Hills may establish Budget and assess Basic Charge until Board is elected.

"General Account”. Association must establish: (a) one or more General Accounts; and
(b) Improvement Savings Accounts. All Accounts must be established with a bank or
other financial institution in the Province of Ontario. All funds received must be used

only to pay Resort Expenses.

"Improvement Savings Accounts” are accounts in which money is to be saved up over
a period of years to pay for Improvements.

‘When Board reviews and approves the Budget, it will decide what Improvements may
be needed and will then decide:

the estimated cost for each Improvement; and

the amount to save in each year, so that there will be enough money to pay the estimated
cost when the Improvement is needed.

Board may consider interest eammed on the Savings Accounts in making these decisions.
The amounts which Board decides must be saved up each year must be included in the
Budget and billed as a part of the Basic Charge. The amounts collected must be put into

one or more Accounts.

With approval of Board, Manager may make withdrawals from any Account for the
purposes allowed by the Program Documents. Withdrawals must also be made if the
amount of money in any Savings Account proves to be greater than the estimated cost
of the Improvement, or for any reason the Improvement is not made within a reasonable
time after the estimated time that Improvement will be needed and then used as

determined by Board.

Surplus Funds. Surplus funds left over at the end of any year must be used to pay
Resort Expenses (except for Improvements) in the next year. At the annual rmeeting
Association must adopt a resolution that requires this. For this purpose, each Owner
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gives Board President a proxy, and makes Board President his special attorney in fact,
to adopt this resolution. Board must use these surplus funds to pay Resort Expenses for

the next year.

How Special Charges are to be determuned and assessed.

Establishing the Supplemental Budeet. If for any reason Association does not have

enough money to pay all Resort Expenses on a current basis, Manager must prepare a
revised Budget. Upon review and approval by Board, this revision (with any changes
Board may make) will become the "Supplemental Budget" for that year. A Supplemental
Budget may be established as many times each year as is needed. It may also be
established due to any extraordinary item. This is any major jtem which was pot
provided for in the current Budget or in any Improvement Savings Account.

Assessing a Special Charge. When it will be due. Once a Supplemental Budger is
established, Manager will assess each Owner a Special Charge. A Special Charge may
be made payable in one lump sum or in instalments.

How Charges will be assessed for the year of purchase. Charges will be assessed to and

be payable in full by an Owner for the Use Year in which he purchased if and only if
in that Use Year that Owner's Season or Fixed Use Period starts or occurs after the date

of closing.

Board must give out financial statements. Board must give Owner a copy of the Budget,
Supplemental Budget and Annual Report,

The Budget must be sent to each Owner at least thirty (30) days before the annual
meeting of Association. The Budget for the first calendar year must be sent out as soon

as reasonably possible.

The Annual Report must be prepared in accordance with geoerally accepied accounting
principles by an independent accountant. The Annual Report must be audited. Full and
adequate books and registers reflecting the results of operations of the Resort must be
kept and maintained. The Annual Report must contain:

a balance sheet showing the assets, liabilities and net worth;

an operating (income) statement;

a cash flow statement; and

a list of the names, mailing addresses and telephone numbers of the Board,

PART B - THE FINANCIAL OBLIGATIONS OF OWNERS,
EXCHANGE USERS, AND OCCUPANTS

As an Owner, Exchange User and/or Occupant you promise to pay the Charges. Each
Owner must pay when due all Charges. Each Owner, Exchange User and Occupant must

pay all Personal Charges.

Carriage Hills may pay a subsidy instead of Charges. Instead of paying Basic and
Special Charpes on the Intervals it owns, Carriage Hills may elect to pay a subsidy. The
amount of the subsidy will be calculated substantially as stated in the form of "Subsidy
Apreement” attached as Exhibit "D". Carriage Hills has this right until all Intervals are

transferred.

You cannot avoid paying by giving up your Interval. No Owner, Exchange User or
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Occupant can avoid his obligation to pay. An Owner cinnot avoid it by: (i) waiving any
of his rights as an Owner; or (ii) by abandoning his Interval; or (iii) by abandoning use
of his Use Period.

When vou must pav. A bill for Personal Charges which is ready ar check out time is due
then.

Interest, late charges, collection and enforcement costs. Interest will be assessed at such

rate as Board shall establish in the Program Rules on each Charge that is not paid when
due. A late charge as set forth in the Program Rules will also be assessed for the extra
handling costs. Costs to collect Charges and to enforce an' other duties under the
Program Documents will also be assessed, if incurred by Associaiion. These costs are
called collection and enforcement costs. They include but are not limited to court costs

and legal fees.
Personal Charges paid in advance. Association may require advance payments or a

security deposit from any Owner, Exchange User or Occupant. Association may use
these funds until all his Charges are cleared and paid. Carriage Hills, Association,
Board, and Manager are not responsible for any unpaid Personal Charges, even if they
did oot ask for or get or keep an advance payment or security deposit. Each Owner,
Exchange User and Occupant must pay his Personal Charges, whether or not he made
an advance payment, or put up a security deposit, or was refunded any amount paid in
advance or deposited.

Association agent only. Association, Board, and Manager act as agent for the Owmers,
and do not have any personal liability for Resort Expenses or Personal Charges.

PART C - PROTECTIONS AGAINST NONPAYMENT; LIEN
AND SALE RIGHTS

Interval is automatically subject to a lien for each Charge . Association has a lien and

charge on the Interval of each Owner. This lien is to secure the payment of Basic
Charges and Personal Charges by an Owner (and all interest, Jate charges and collecoon
and enforcement costs). If such Basic Charges and Personal Charges are unpaid for
longer than two (2) months. this lien or charge shall be enforceable by the same remedies
as are available to a mortgagee (including, without limitation, a power of sale as
provided in Section 6.19. Association shall provide a statement of any amount claimed
in respect of such lien and charge to any person requesting same. Association may at
its option from time to time postpone or waive such lien or charge,

Under this Lien your Interval may be sold. If payment of Charges is not made,

Association can sell the Interval.

Proceeds from your Interval are also subject to this lien. This Jien also covers Proceeds.
"Proceeds” means all money and other things received on account of an Interval and its
use. Proceeds include all rents; insurance and Expropriation Proceeds; sales Proceeds;
and cash and non-cash Proceeds.

Provided and it is hereby agreed that if an Owmner shall make default in the payment of
any Basic Charge or Personal Charge, and two (2) months shall have elapsed without
such payment being made, it shall be lawful for Association, after having given written
notice to the persons and in the manner and form prescribed by Part ITT of the Mortgages
Act, R.5.0. 1950, not less than thirty-five (35) days previous, without any further
consent or concurrence of the Owner in default, to sell and absolutely dispose of his
Interval, subject to the provision of this Agreement, with the appurtenances, by public
auction or private contract, and to convey and assure the same when 50 sold to the New
Owner thereof and to do and execute all such assurances, acts, matters or things as may
be found necessary for the purposes aforesaid, provided always that the Program
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Documents hereof are complied with, and the Association shall stand and be possessed
of and be interested in the momies to arise and be produced by such sale upon ust in the
first place to pay and satisfy any Mortgage, in the next place to pay and satisfy the costs
and charges of preparing for and making the sale as aforesaid, and all other costs,
charges, damages and expenses which the Association shall bear, sustain or be put to for
taxes, insurance and repairs, and all other costs and charges which may be incurred in
and about the execution of any of the trusts and duties hereby imposed on Association,

and in the next place to pay and satisfy the Basic Charges and Personal Charges, or 50
much thereof as shall remain unpaid up to and including the day on which same is

satisfied, and finally, to pay the surplus, if any, to the Owner. Provided always and it
is bereby further agreed and declared that notwithstanding this power of sale, Association
shall have and be entitled to its rights of foreclosure of the equity of the Owner in defaulr
in the Interval and/or the right to sue for the payment provided for in Article VI hereof
as fully and effectually as if this power of sale had not been contained herein.

Priority of Lien. This lien is prior and superior to all other rights in thar Interval except
the lien is subject and subordinate to any Mortgage.

Owmer’s Personal Liability and the Lien.

An Owner must pay: (1) all his Personal Charges; and (2) those Basic and Special
Charges due or incurred while he is an Owner. Owner remains personally liable for
these Charges (and interest, late charges, aod collection costs on them), even after the

Transfer to New Owner.

A New Owner is not personally liable for any Charges and obligations of the Prior
Owner due or incurred prior to the time the New Owner was recognized, if the New
Owner receives a certificate from the Association that there are no unpaid charges. The
Interval remains subject to a lien for all Prior Owner's unpaid Charges (including
interest, late charges and collection and enforcement costs) unless the New Owner obtains

a clearance certificate.

ARTICLE VII - THE RESPONSIBILITIES OF OWNER,
EXCHANGE USER AND OCCUPANT FOR OTHER PEOPLE

Each Owner agrees that he is personally liable for his Renters and Visitors, as follows:

Each Owner promises and guarantees:

(i) his Renters and Visitors will obey the Program Documents;

(i) his Reaters and Visitors will make the payments they are required to make and
will act the way they are supposed to act according to the Program Documents;

and

(iii)  that his Renters and Visitors do all the things set out herein.

If his Renters and Visitors do not pay or act as required, each Owner must pay
and be fully responsible for them. The Owner must also pay for all damages and
liabilities, and all interest, late charges and collection and enforcement costs.
This includes, all damages and liabilities caused and incurred as a Trespasser or
Vandal. The Owner will be assessed as a Personal Charge.

Each Owner also agrees to indemnify the other Owners, Manager and Association from
his Renters and Visitors. The Owner promises to pay for all claims, liabilities, darnages,
judgments, costs and expenses, including inmterest, late charges and collection and

enforcement costs and Personal Charges.
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Each Exchange User and Occupant makes the same promises, guarantees and indemnities
abour his Renters and/or Visitors, that an Owner makes in Section 7.01 above. Each
Exchange User and Occupant is jointly and severally liable with his Renters and/or
Visitors, and will be assessed with a Personal Charge.

Each Co-Owner is jointly and severally liable under this Agreement. Co-Owners are also
jointly and severally liable for each other's Renters and Visitors.

ARTICLE VIO - DEFAULT AND ENFORCEMENT

"Defaulting Person" means any Owner, Exchange User, Occupant or other person who
violates any part of the Program Documents, or is in default of any Morigage. A

Defaulting Person includes anyone who:
does not pay the mopey he owes to the Association or any Mortgagee;

acts contrary to. or fails to act, the way he is required to; or
does not obey the Program Documents in any other way.

A Decfaulting Person also includes any Trespasser or Vandal and any Infringing Owner.
Doing any one of the things stated in this Section or acting as a Trespasser, Vandal or
Infringing Owner is an "Act of Default".

Association may force a Defaulting Person to comply, and may seek any relief and has
all the remedies for an Act of Default which: (1) the law generally gives or allows; and
(2) are specifically given or allowed by the Program Documents,

Association may stop any activity in violation of the Program Documents. If necessary
to do so, Association can enter any Unit at any time. Association may, in its discretion,
use any means and as much force as is reasonable. However, Association and Board,
Manager, and anyone else acting for it are not responsible for not stopping any violation
of the Program Documents, and are also not responsible for anything that bappens if an
attempt is made to stop any violation. Each Owner, Exchange User and/or Occupant
must comply with each part of the Program Documents, whether or not an attempt is
made to stop the violation.

Association may advance funds to force compliance or to correct a violation or lo correct
and repair any damage caused. Association may also advance funds to any Injured
Person, Threatened Owner or any other person who is damaged by an Act of Default to
compensate them for their expenses (including legal fees). The Defaulting Person must
pay back all advances as a Personal Charge.

To collect any mopey that is owed by a Defaulting Person, Association can debit Funds
held by the Association on behalf of the Defaulting Person. Association cannot take any
funds in a Improvement Savings Account. The Defaulting Person must restore any

Funds that are taken.

Association may fine any Defaulting Person as allowed in the Program Rules. Uniil the
Act of Default is cured, the Association may also suspend or take away from the

Defaulting Person his:
right to reserve and/or use his Use Period;
right to exchange the use of his Use Period;

right to reserve and/or use Boms Use Time;

July 24, 1997 (1:57pm)



(d)

(e)

8.06

8.07

8.08

{a)

Page 29
other privileges of ownership and Association membership. including voung;

utility services to the Unit: and
special services such as opuonal mad service
A suspension or fine will become cffective when notice of it is sent to the Owner.

Association may not suspend an Owner's use nghts if an Exchange User has a confirmed
reservation to use that Owner's Confirmed Use Period. Associanon must notify the
Exchange Ag=nt of any suspension.

Unless the suspension is due to the Owner's failure to pay his Charges, Board must also
give the Defaulting Person notice and the opportunity to appear before it in a hearing and
oppose the suspension or fine. The Defaulting Person must be sent written notice of the
hearing. The notice must state the purpose of the hearing, the reasons for suspension,
and the place and date of the hearing. The written notice must be put in the mail

addressed 10 the Defaulting Person at least twenty-five (25) days before the hearing date
Board's decision made after the heanng will be final, whether or nor the Defaulting

Person anends. Board must give written notice of its decision to him

If Association has suspended an Owner's right to use his Use Period. Association may
use his Use Pericd and let others use it. In doing so, Association may without delay
evict the Owner and any people he has let use his Confirmed Use Period. Association

will not be liable to anyone for any damages for taking possession. [t may also rent the
Use Period and apply the monies received, after deducting its costs. to the Owzer’s

debts.

Association may take all rents and other monies arising from the Use Period of a
Defaulting Person. For this purpose, Association is authorized by each Owner to act as
that Owner’s attorney in fact. Association may charge a reasonable fee, as stated in the
Program Rules, and must apply all rents and other monies it collects (after deducting its

fee) to the Owner's unpaid Charges

A lawsuit may be commenced against the Defaulting Person for any remedy or relief
generally given or allowed by law or specifically given or allowed by the Program

Documents. This includes:

obtain judgment and collect money;

Stop any violation; and

specifically enforce the Program Documents.
Association may; sell an.Owner's Interval without. first going-to court.

Initial Procedures. Before any sale of the Interval may occur:
(1) Association must give notice to the Defaulting Person. The notice of default must
state:

(1) the panire of the default;
(2) the total of any unpaid amounts; and

(3) a demand for payment.
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(i)  If the default is not cured within fifieen (15) days after the notice is given, a
second notice must be given to the Defaulting Person. It must state:

(1) the amount claimed to be due;

(2)  that a lien is claimed against that Interval for the default in the amount
stated, plus interest, Jate charges and collection and enforcement costs;

and
(3)  that Association intends to have the Interval sold.
If default is cured before the sale occurs, Association must cancel the sale.

The proceeds from the sale will be applied to: (1) payment of any outstanding Mortgage:
(2) the costs and expenses of sale; (3) payment of Charges; and (4) if any amount is left,
to the Owner.

New Owner must execute the Assumption and Consent Agreement and the Adherence
Agreement.

The sale may not produce enough money to pay all Charges, interest, collection and
enforcement costs due. If this happens, the Defaulting Person must pay the deficiency.
Association may, to the full extent permitted by law, sue him to collect this unpaid

amount, plus interest on it and collection costs.
ARTICLE IX - INSURANCE

Board must review the insurance at least once a year. Manager must prepare (or have
an insurance agent prepare) an analysis of:

the insurance needs of Association and the Owners; and
how well the existing insurance covers these needs.

Board must review this analysis. Board may then make any changes to the insurance it
decides. All Board decisions are final.

Board may obtain insurance directly for Association, and/or arrange insurance jointly
with the Centre and/or Carriage Hills, and may be covered by blanket policies.

Board has the right to decide to increase coverage or obtain more beneficial terms than
those stated herein, Board also may buy additional kinds of insurance that are not
mentioned herein. All Board decisions are also final.

Board also has the right to decide 10 decrease coverage or obtain less beneficial terms,
if it decides the coverage or terms are too expensive or not affordable.

Property; Liability; Directors and Officers; and Fidelity Bond.

Property Insurance:
(1) Basic Risks Fire Policy. An All Risk or equivalent Fire Policy:

(1) Extended Coverage, if available, to include direct loss from risks
generally covered by a standard Extended Coverage Endorsement, such
as windstorm, hail, smoke, explosion, riot, civil commotion, aircraft,
vehicles and so on; and
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) Vandalism and malicious mischief. Coverage must include, if available,

against loss due to vandalism and malicious mischief.
Minimum amount with Inflation Guard. Coverage must include:

(1 100% of the full cost of replacing the Units, the Buildings, other
improvements on Association Properry including Common Furnishings;

and

(2) Inflation Guard endorsement.

Form of this policy:

(1) This policy is to be written with Association as 2 named insured, for the
benefit of all Owners and their Mortgagees;

2) Required and prohibited clauses. Policy should say that:

coverage should pot be affected, reduced or lost by anmy action or
pegligence by Association, Board, Manager, Owner or Occupant;

policy cannot be cancelled or substantially changed by the insurance
company without at least sixty (60) days written potice to Board and

Manager;

insurance company does not have the right to require that any part of the
Property be restored or replaced, if the Owners decide not to do so; and

insurance company waives all subrogation rights against Association,
Owners and Occupants.

3 Policy should also contain a standard clause ("Mortgagee Clause™) for the
benefit of anyone who holds a Mortgage on an Interval. The Morgagee

Clause should say that:

each Mortgagee who gives its name to Board and the insurance company
should be added as an insured party;

the coverage for a Mortgagee's benefit will not be affected or lost by any
action or negligence of Association, Board, Manager or any Owner or
Occupant;

insurance company will provide at least thirty days advance written notice

of cancellation and/or material change in coverage directly to any
Mortgagee who submits proof of the Mortgagee’s interest to and requests

such notice from the insurance company;
the insurance company waives:

any right to deny coverage for the Mortgagee’s benefit because Mortgagee
does mot notify the insurer of any hazardous use or vacancy;

any requirement the Mortgagee pay the premium. But the Mortgagee will
have the right to pay to prevent termination for nonpayment;

any right to be subrogated to the Mortgagee's rights against any one
causing the loss, or the right to require that the Mortgagee assign its
interest to the insurer;
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any right to set off, recoup, counterclaim, or otherwise deducr funds from
any payment due or to become due on any required insurance.

Reference to pay any Mortgagee will include all Morgagees, whether or nor they are
named in this policy.

Liability Insurance:

Association must obtain comprehensive third party bodily injury and property
damage liability insurance on an occurrence basis, including coverage for
premises/operations, products and completed operations, professional, and blanket
constructive liabilities, to the extent such coverage is available. This
comprehensive policy should protect Association, Board, Manager, officers,
directors and employees of Association, Owner and if possible each Occupant and
Mortgagee. Coverage should protect against claims for personal injury, death and
property damage due to the condition of, and activities and construction on, the
Property. The Policy must be a Comprehensive General Liability form. The
limits for each accident or occurrence may ot be less than:

@)

(1) $2,500,000 for personal injury and death; and
(2)  $300,000 for property damage.

(ii)  This policy should provide that:

(1)  coverage should not be affected, reduced or lost because of any increased
danger or hazard on any part of the Property, if Association, Board, or
Manager or Owners collectively, could not have conmolled the hazard or
danger;

(2)  coverage should not be affected, reduced or lost by amy action or
negligence by Association, Board, Manager or any Owner or Occupant;

3) it cannot be cancelled or substantially changed without at least sixty (60)
days written notice to Board and Manager;

(4)  insurance company waives all subrogation rights against Association and
Owners and Occupants; and

(5) iosurance company is prevented from denying the claim of Owner because
of any action or negligence of Association, Board, Manager or any other

Owner or Occupant.

Directors and Officers. Insurance policy is to be obtained to protect Manager and all
officers and directors of Manager and of Association from liability for claims based on
their errors and omissions, negligence, or breach of dury. Policy should also provide
coverage to pay any amount that Association has to pay to the officers and directors,
according to the sections of the Charter and By-Laws which obligates Association to
indemnify them; or alternatively, this policy should be in a pay on behalf of form, so that
Associarion may be relieved of the burden of having to indemnify directors and officers
and then waiting for reimbursement from the insurance company.

This policy should also provide:

(i) a severability of interest clause so that the insurance company is prevented from
denying the claim of any Owner or Association; and

(ii)  that this policy cannot be cancelled or substantially changed without at least sixty
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(60) days written notice ro Board and Manager.

The limits of this policy should be not less than 500,000 for a single occurrence
and $500,000 for all occurrences.

Directors and Officers coverage may be provided as a part of the Liability Policy
or as a separate policy.

A 'Fidelity Bond" covers the loss of money while it is being handled. Subject to what
is said in Section 9.01, a Fidelity Bond should be kept covering all directors, officers,
employees and agents of Association who bandle or are responsible for Funds. The
Fidelity Bond should name Association as the person who is protected and gets paid in
case of loss, The amount of coverage should be at least three (3) times the Resort’s

estimated monthly expenses.
This Fidelity Bond should say that:

[6)) it may pot be cancelled or substantially changed without at least thirty (30) days
advance written notice to Board and Manager; and

(ii)  people who provide services without pay are covered.
Each Owner has the right to buy additional insurance for his benefit at his expense.

The insurance company is to provide a summary of all insurance at the time the policy
is obtained and on each anniversary date of the policy. The summary must describe the
type of policy, coverage and limits, amount of the annual premium, and renewal dates.

Each policy and its written summary may be seen at Manager’s office by any Owner,
Mortgagee or person having a contract to buy an Interval. A copy of each policy and
its written summary will be furnished upon request and payment of a reasonable fee.

No matter what any other part of the Program Documents says, Owners, Exchange Users
and Occupants are excused from any personal liability they may have for damages, 1o the
extent that the loss is paid for by insurance. Each Owner, Exchange User, Occupant and
Association here and now releases all claims against each other to this extent.

ARTICLE X - DAMAGE, DESTRUCTION, EXPROPRIATION AND RESTORATION

10.01
(2)

(®)

"Destruction” means any damage to or destruction of the Property, or any part thereof,
as a result of the occurrence of fire or other casualty. There can be a Partial Destruction
or a Total Destruction. There are two kinds of Partial Destruction. A Partial
Destruction Not Affecting the Units” exists whenever, as a result of any fire or other
casualty on the Property, or any part thereof, any of the Association Property has been
damaged, but not any of the Units. A "Partial Destruction of Units” exists whenever,
as a result of any fire or other casualty on the Property, or any part thereof, any one or
more but less than all of the Unirs have been damaged. A "Total Destruction” exists
whenever, as a result of any casualrty to the Property, or any part thereof, all'of the Units

have been damaged.

"Expropriation” means the taking of any interest by a governmental authority, or the
transfer of such interest in anticipation of such exercise. There can be a "Partial Taking"
or a "Total Taking". There are two kinds of Partial Taking. A "Partial Taking Not
Affecting the Units" means the expropriation of any portion of the Resort or Association
Property, but not of any of the Units. A  Partial Taking of Units" means the
Expropriation of any ore or more but less than all of the Units. A "Complete Taking”™
means the Expropriation of all of the Units.
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"Restoration” following any Expropriation means the repair or reconstruction of the
remaining portion of the Property, to restore the Properry to an anractive, sound,
functional and desirable condition as a time share resor, including, if Board deems it
desirable or necessary, the replacement of any improvements taken. In either case, if
reasonably possible, taking into account the portions of the Property damaged or
destoyed by any Destruction or taken by Expropration, Restoration shall be in
conformance with the original plans and specifications; but if Board decides that
adherence to such original plans and specifications is impracticable or is not in
conformance with applicable laws, ordinances, building codes ar other governmental
rules or regulations then in effect, then Restoration shall be of a kind and quality
substantially the same as the condition in which such portions of the Property existed

before the Destruction or Expropriation.

"Restoration Funds” in the case of any Destruction, means: (1) Insurance Proceeds,
which are all proceeds of insurance received by Association as a result of the Destruction
of any portion of the Property, but deducting therefrom reasonable and necessary costs
and cxpenses incurred, if any, to collect the same, including, without limiration, legal
fees, appraiser’s and adjuster’s fees and court costs; and (2) any surplus funds and those
amounts, if any, held in the Improvement Savings Accounts of Association which are
atiributable to the portion of the Property damaged. "Restoration Funds” in the case of
Expropriation means: (1)} Expropriation proceeds which are the entire amount received
by Association as compensation for any Expropriation, including without limitation any
amount awarded as special damages, but deducting therefrom reasonable and necessary
costs and expenses incurred, if any, to collect the same, including without [imitation,
legal fees, appraiser’s fees and court costs; and (2) any surplus funds and those amounts,
if any, held in the Improvement Savings Accounts of Association which are attributable

to the portion of the Property taken by the Expropriation.

After any Partial or Total Destruction or Partial Taking, Association must undertake
Restoration without first seeking any direction or approval from the Owners, unless:;

cost as reasonably estimated by Board exceeds Restoration Funds by more than product
of the number of Intervals then in the Resort times $2,560; or

cost as reasonably estimated by Board exceeds Restoration Funds by more than product
of the mumber of Intervals then in the Resort times $1,500, and Owners of at least
twenty-five percent (25%) of the Intervals petition or otherwise request a special meeting
of Association be called to consider the Restoration, which petition or request must be
received by Manager or Board no later than the earlier of sixty (60) days after the Partial
or Total Destruction or Partial Taking or the special meeting of Association described

below.

If the Property or any portion of it becomes the subject of or is threatened by any
Expropriation or is otherwise sought by any expropriating authority (or if any significant
Destruction occurs), Association shall give timely written notice of any proceeding or
proposed acquisidon (or of the fact of such Destruction) to the Owners and to each
Mortgagee. If the cost of Restoration as reasonably estimated by Board exceeds
Restoration Funds by more than product of the number of Intervals then in the Resort
times $1,500, before undertaking any Restoration, Association must also give timely

notice of this fact to the Owners.

In either circumstance (a) or (b) stated above in this Section, as soon as is practical,
Association must first hold a special meeting to consider Restoration. Association must
restore the Property unless (1) in the case of a Partial Destruction or Taking, Owners of
at least seventy-five percent (75%) of the Intervals then in the Resort agree in writing
prior to or vole at a special meeting of Association that the Property not be restored; or
(2) in the case of a Total Destruction, Cwrers of more than fifty percent (50%) of the
Intervals then in the Resort agree in writing prior 1o or vote at a special meeting of
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Association that the Property not be restored.

In the event Association undertakes Restoration of the Property and the costs of
Restoration, as reasonably estimated by Board, exceed $50,000, Board must contract with
a licensed contractor or contractors who shall be required to post a suitable performance
bond. The contract shall provide for the payment of a specified sum for completion of
the work and shall provide for periodic disbursements of funds, which shall be subject
to the prior presentation of an architect's certificate containing such provisions as may
be appropriate in the circumstances and deemed suitable by Board.

Upon receipt by Association of any insurance Proceeds, Expropriation awards or other
monies resulting from the Destruction or Expropriation of any portion of the Property
in excess of $50,000, Board shall deposit same into a bank or other financial instirution
selected by Board. If Restoration is undertaken, Board shall also cause the balance of
any Restoration Funds to be deposited with the financial institution, plus all Funds
collected as a result of any Special Charge on the Owners to make up any deficiency.
Disbursement of such funds shall be made only upon the signamres of two Directors.
Disbursements to contractors performing amy repair or reconstruction or any Restoration
of the Property shall be made periodically as the work progresses.

If Restoration is to be undertaken and the Restoration Funds are, or appear to Board to
be, insufficient to pay all of the costs of Restoration, Board shall assess a Special Charge
on all Owners to make up any deficiency. If after Restoration is completed, there remain
any Restoration Funds after all costs of Restoration are paid, the excess shall be used by

Association as Board shall determine.

If Restoration is not undertaken following any Destruction or Expropriation, or, if, after
the completion of the Restoration, there are Jess Units in the Resort than existed prior
to the Destruction or Expropriation, any insurance proceeds or expropriation proceeds

shall disbursed as follows:

(i) If there occurs a Total Destruction or Taking, a portion of the Restoration Funds
equal to each Owner's One Share of Resort Expenses shall be disbursed to that
Owner and to his Mortgagee as their interests may appear; provided that on or
before any disbursement to each such Owner, that Owner must pay all of his

debts accrued and owing to Association.

iy If:

there occurs a Partial Taking of Units that resuits in the taking of a Unit
or of any portion of a Unit such that the remaining portion cannot be
repaired or rebuilt or such Unit cannot be replaced by the construction of
another Unit, all in a manner satisfactory to Board; or

1)

(2) there occurs a Partial Destruction To Units or a Total Destruction and, in
cither event, the plan for Restoration satisfactory to Board does not
provide for the Restoration of any Unit or Association determines not to

restore any Unit;
then, in either case that portion of the Expropriation proceeds or insurance
Proceeds allocable to the eliminated Unit shall be disbursed to those Owners

whose Intervals bave the same Interval Identification Number as the Unit
eliminated, and to their Mortgagees as their interests may appear;

PROVIDED that Owners who voted against Restoration at special meeting of
Association, if any, shall be substituted for those Owners with Intervals having
the applicable Interval Identification Number, as selected by Board on a random
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basis by lottery or otherwise;

PROVIDED FURTHER the Interval of each Owner thus selecied shall cease to
be part of the Resort, each such Owner shall cease to have reservation and use
rights and to be a member of Association, and his ownership shares shall

antomatically become vested in Association;

BUT NEVERTHELESS each of the Cwners thus selected shall promptly release
his ownership share to Association in a suitable registerable document, and each
such Owner must do so on or before any disbursement to him or to his
Mortgagee, and on or before any disbursement (o each such Owner (but not his
Mortgagee), he must also pay all of his debts accrued and owing to Association.

The Resort shall then be reconstiuted without the eliminated Unit and the
Intervals vested and released to Association, the ownership share of the remaining

Owners shall be adjusted.

If there occurs a Partial Destruction or Taking Not Affecting the Units, the Restoration
Funds shall be used first by Association to arrange for necessary repairs and then be held
and used for such purposes as Board shall determine.

If any Destruction or Taking makes a Unit unusable, pending Restoration and/or
recopstitution of the Resort, all reservation and use rights of those Owners whose Interval
Identification Number corresponding to the pumber of that Unit shall be suspended.

Board may, without any vote of the Owners, undertake any repair which it deems
reasonably necessary to avoid further- Destruction or reasonably necessary to avoid
substantial reduction in the value of the Property, or any portion of it.

Board is hereby granted the power and authority, on behalf of the Owners, to sue for or
settle upon the amount of insurance Proceeds and Expropriation procceds. Any
settlement made by Board is final and binding on all Owners.

ARTICLE XI - CHANGING AND TERMINATING THE RESORT
AND THE PROGRAM DOCUMENTS

PART A - CHANGING THE PROGRAM DOCUMENTS, AND
CARRIAGE HILLS’ RESERVED RIGHTS

Reserved Right to add additional Improvements. Carriage Hills may, but is not obligated
to, add any additional Improvements to the Property at any one or more rimes including

without limitation, (i) laundry facilities and equipment for the use of individual owners
as well as (ii) temporary sales facilities, and (iii) buildings, including marketing and sales
and office purposes, and which Carriage Hills may dedicate to use by Association as a
registration desk, or for office or any other purpose permitted by law.

Reserved Right to amend the Program Documents. Carriage Hills may, but is not

obligated, to amend the Program Documents to provide for any of the events or
circumstances referred to herein or to make the Program Documents comply with the
laws and rules of any province or country in which Carriage Hills intends 1o sell

Intervals or with requests for changes by any lender of Carriage Hills.
All of the special rights Carriage Hills has and keeps whether stated or reserved in this

Section or in any other Section of this Agreement (the "Reserved Rights") may be
exercised and assigned by Carriage Hills, without the consent or joinder of any Owner,

Mortgages, or any other party, person or entity.
By acquiring an Interval, each Interval Owner, his Mortgagee and every other party,
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person or entity:

acknowledges, accepts and agrees that Carriage Hills, and its successors in interest, has,
keeps and may exercise and assign any one or more or the Reserved Rights at any one

or more times without the consent or joinder of anyone else:
automatically consents to each such exercise and assignment;

agrees, at the request of Carriage Hills or any of its successors in interest, to sign and
have registered or filed such document or documents, including without limitation,
amendments to this Agreement and the other Program Documents, any Deed of an
Interval, and any petition for or other document consenting to subdivision, consolidation
and/or resubdivision and any sctback variance or other variance from applicable
governmental ordinances, rules and regulations, and to do such other acts and things, as
Carriage Hills, or any of its successors in interest, decides is necessary or useful, to
confirm the acknowledgments, acceptances, agreements and consents referred to in this
Section, and to confirm the appointment made in this Section as their respective attorney
in fact; and

appoints Carriage Hills, with power of substitution as their respective attorney in fact to
execute and have registered or filed such documents and to do such other acts and things
as said attorney in fact shall consider necessary or uscful, with respect to the exercise or
assignment of any of the Reserved Rights.

How the Agreement may be changed by the Owners. Except as otherwise stated berein,
the Owners may amend the Program Documents at any regular or special meeting of
Association, if Owners of a majority of all Intervals vote for the change. But if a
percentage greater than a majority is required by law or by any other part of the Program
Documents, Owners of that percentage of Intervals must vote for the change.
However, the following changes may not be made unless persons affected also give their
written approval:

Without that Owner's written consent, the Program Documents may not be amended to
change:

() ownership share;

(ii)  Floating or Fixed Unit and Time Rights; or

(iii)  voting rights.
These changes also may not be made without the written consent of Owner’s Mortgagee.

Except for amendments made pursuant to the exercise of Reserved Rights, the consent
of Mortgagees encumbering not less than 50% of all Intervals shall be required for any
amendment or action which would (a) abandon or terminare the Program; (b) change the
method of calculating pro rata interest or obligations of any Interval for the purpose of
(i) levying assessments or Charges or allocating distributions of insurance Proceeds or
Expropriation awards or (ii) determining the pro rata share of ownership of each Owner;
(c) permit insurance proceeds to be used for purposes other than repair of the insured
casuaity until such repair has been completed and paid for in full; or (d) amend the
provisions of this Section.

When Carriage Hills” consent js required. Without Carriage Hills written consent the

Program Documents may not be amended:
(i) to change the rights and privileges Carriage Hills has and keeps under the
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Program Documents; and

(i)  so that the Program Documents do not comply with the laws and rules of any
province or country in which Carriage Hills is selling Intervals.

When an amendment becomes effective. Unless otherwise provided to the conmrary, an
amendment that complies with the other parts of this Article 11 will become effective
when: (1) it is signed by at least two officers of Association; and (2) these officers sign
a sworn statement that the requirements of this Section have been met.

PART B - TERMINATING THE RESORT
The Resort will remain in effect in perpetuity unless any one of these things happen:

All Units are destroyed and the decision not to rebuild them has been made, or are
condemned; or

If, at any special meeting, the Owners of at least seventy-five percent (75%) of Intervals
then in the Resort vote to declare that Obsolescence has occurred. "Obsolescence”
means that the Property, or a substantial portion theraof, has reached an undesirable state
of disrepair or is obsolete, such that the Property is no longer an atmactive, sound,
functional and desirable time share resort.

Provided, however, the Program Documents will remain in effect until the Property is
sold and Association is wound up; thus untl such time: (i) Owners will remain
personally liable for all their Charges then accrued; and (if) Association will continue to
exist and its lien and security interest will remain on the Owner’s ownership share in the
Property and its proceeds, until all such Charges (including interest, late charges and
collection and enforcement costs) have been paid in full and Association’s affairs are
taken care of. Association will also keep all its other rights and remedies, including but
not limited to its other rights and remedies 10 collect.

If the Resort is terminated for any reason, Association, as attorney in facrt for all Owners,
shall sell the Property, on such terms and conditions as Board shall determine.
However, before any sale is consummated, Association must hold a special meeting to
consider the sale. Board may consummate the sale unless Owners of at least seventy-five
percent (75%) of the Intervals then in the Resort vote against the sale. Pending the
consummation of a sale, the Property shall continue to be used, operated, maintained and
administered as if the Resort remained in effect. Upon the consummation of any such
sale, Association shall disburse to each Owner and to his Mortgagee a portion of the
proceeds thereof equal to each Owner's One Share of Resort Expenses, provided that on
or before any disbursement to each such Owner, that Owner must pay all of his debts

accrued and owing to Associadon.

PART C - ADDING FURTHER PHASES TO
THE RESORT AND PROGRAM

Development of adjoining lands. Carriage Hills owns lands adjoining the Property all
or part of which it intends to develop as a time share site or sites. In the event similar

units are constructed on these adjoining lands and are dedicated to time share use through
registration of a time sharing agreement which provides for common management with

the Program created under this Time Sharing Agreement, and intervals are sold to
interval owners such owners shall become members of Association and shall be enritled

to enjoy the same incidents of ownership as are presently enjoyed by the Owners.

Further development to operate under the Program Documents. It is intended that a time
sharing agreement will be filed in substactially similar form as this Agreement against
title to the adjoining lands. Carriage Hills, as owner of the adjoining lands, has also
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entered into the Carriage Hills Reciprocal Agrecmcni which will provide owners of the
adjoining lands with the same facilities, amenities and services provided to Owners under
the Agreement and services among the Owners and the owners of the adjoining lands as

Owners in the Resort as then constituted.
ARTICLE XII - MINISTRY OF ENVIRONMENT

Owners acknowledge that the servicing of the Project was approved by the Ministry of
Environment and Energy on the basis of a private Sequence Batch Reactor (sewage
disposal system) and will not be considered for assumption and public use by the
Municipality and that the Owners are aware that Horseshoe Resort Corporation is the

operator of said system.
ARTICLE XIII - GENERAL AND MISCELLANEOUS PROVISIONS

Notices must be given in writing. Notices may be delivered, or if mailed, by registered,
postage prepaid mail, addressed to an Owner at the last address he gives to Association,
and, addressed to the Association at its registered office address as prescribed by the
records of the Ministry of Consumer and Commercial Relations. If an Owner does not
give Association an address, the notice will be addressed to his [ast known address.
Notices to Associatinn and Manager must be personally delivered or mailed by registered

mail.

Each Owner appoints the Association as his attorney for the purpose of receiving any
notice required to be given by the Municipality of the Corporation of the Township of
Oro-Medonte (or its successor) pursuant to the Municipal Act, Municipal Tax Sales Act,
Expropriations Act, Planning Act, Development Changes Act, Local Improvement Act,
and/or any other applicable staite (and amy regulation relating to any of the foregoing
statutes). In other words, each Owner hereby ackmowledges and agrees that the
Corporation of the Township of Oro-Medonte (or its successor) shall not be required to
identify and notify each Owner individually. Any notice required to be given to any and
all Owners shall be effectively given to such parties if such notice is given to the
Association in accordance with the notice provisions of this Agreement. The parties
acknowledge and agree that this provision shall not be amended without the prior written
consent of the Corporation of the Township of Oro-Medonte (or its successor),

Notices will be considered given and received when they are delivered, or if mailed four
(4) days after they are deposited with Cansada Post. As long as the notice complies with
this Section, it will be considered received, even if the addressee does pot actually get

the notice.

If more than one person is listed as an Owner, notice to all Owners of that Interval may
be made by giving notice to any one of them.

Each Owner, Association and Manager may change his address for the purposes of this
Section by giving potice of the change. But, unless notice of an address change is
actually received, the Jast address will still be considered as the address for all purposes.

In this Agreement, cach Owner appoints Association as his attorney in fact for several
purposes. For cach of these purposes, each Owper also: (a) authorizes Association to
substitute any member of Board or Manager to act as his attorney in fact; and (b) agrees
that he cannot take away Association’s power ard right to substitute these persons to sign
for him. Fach of these appointments is called a special power of attorney, with the
power of substitution. Because Association has an interest in the matters on which each
Owner gives it these powers, they are coupled with an interest and are irrevocable. Each
Owner agrees that these special powers of attorney cannot be terminated during the term
of this Program, even if he becomes disabled or dies.
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13.03 Everything about the Property, the Program, Association and the Resort is governed by
the laws of the Province of Ontario.

13.04 A violation of any part of the Program Documents does not excuse that person or anyone
else from his duty to obey that and all other parts of these Documents. This rule applies
even if Association, Board or Manager does not try to correct the violation. Rights to
enforce all parts of the Program Documents are not waived by any one or more failures

to enforce.
13.05 This Agreement shall be construed with all changes of number and gender required by
the context.
13.06 Titles to Articles have been mserted as a matter of reference only and do not define, limit
or enlarge the scope or meaning of this Agreement or any provision hereof.

13.07 If any provision of this Agreement is determined by a court of competent jurisdiction to
be illegal or beyond the powers or capacity of the Party or Parties bound thereby, such
provision shall be severed from this Agreement and the remainder of this Agreement
shall continue in full force and effect, mutatis mutandis,

13.08 This Agreement shall, subject to its terms, enure to the benefit of and be binding upon
the Parties hereto and their respective heirs, executors, administrators, successors and

assigns.
CARRIAGE HILLS RESORT C RATION
/AN
Lome Borgal - President
I hece auther by ‘é' pind "g )f«:u’m«\
Witness
Witness
CARRIAGE HILLS BOSPITAL INC.

Per: %

_Lome Borgal - Pr‘:’ﬁi['c'—
Z lave auﬂwt b b ;\d Ve Corparctog

CARRIAGE H.]LLS VACATION OWNE
ASSOCIA’I'ION

~ A

Lorne Borgal -
T  lbact authord {“l b blnd N Gcr{ocra‘ha;\
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EXHIBIT "A" - LEGAL DESCRIPTION OF LAND IN THE RESORT

Parcel 1-16 Section 51-Oro-3

SUBJECT TO an easement over Part of Lots 2 and 3 Concession 4, Township
of Oro, Part 5 Plan 51R-26764 as set out in Instrmment Number 323091 in favour
of Part of Lot 2 Concession 4, Township of Oro, designated as Parts 11, 12, 13
and 14 on Plan 51R-26764 being Parcel 1-17 Section 51-OR0-3, and, in favour
of Part of Lot 2 Concession 4, Township of Oro, designated as Parts 1, 2, 3, 4,
15, 16 and 17 on Plan 51R-26764 being Parcel 1-18 Section 51-ORO-3.

TOGETHER WITH an easement over Part Lot 2 Concession 4, Township of
Oro, being Part of Parcel 1-17 Section 51-Oro-3 being Part 11 Plan 51R-26764

as set out in Instrument Number 323092,

TOGETHER WITH an easement over Part of Lot 2 Concession 4, Township of
Oro, being Part of Parce] 1-18 Section 51-Oro-3 being Parts 1 and 16 Plan 51R-

26764 as set out in Instrument Number 323093,
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EXHIBIT "B" - ADHERENCE AGREEMENT

THIS AGREEMENT made the day of , 199

BETWEEN:

CARRIAGE HILLS RESORT CORPORATION, a corporaticn
incorperated under the laws of the Province of Ontario,

(hereinafter called "Carriage Hills")

OF THE FIRST PART
- and -

(hereinafier called "New Owner")
OF THE SECOND PART

RECITALS
WHEREAS:
1. Carriage Hills bas agreed to sell an Interval to the New Owner;

2. The said sale is conditional upon the New Owner entering into this Adherence Agreement
for the purpose of becoming an additional party to an agreement (the "Time Sharing
Agreement"), Notice of which is registered in the Land Titles Division of Simcoe.

3. Carriage Hills enters into this Adherence Agreement in its own capacity and as agent of
the other Owners, the Manager and the Association.

WITNESSES that for good and valuable consideration, receipt of which is hereby
acknowledged, the parties hereto covenant and agree as follows:

1. In this Adherence Agreement capitalized terms not defined herein have the same meaning
as is given them in the Time Sharing Agreement,

2 New Owner shall be entitled and is hereby granted ownership of 1/2652 interest for
Every Year Interval and 1/5304 interest for Every Other Year Interval.

3 New Owner covenants and agrees that, potwithstanding the transfer of the ownership
interest to New Owner, he shall only have the right to use such Interval as to which he

has properly exercised his reservation and use rights.

4. New Owner hereby covenants that as of, from anod after the date hereof, he shall be and
be deemed to be a party to the Time Sharing Agreement to the same extent as if he were
an original party thereto as purchaser of the Interval New Owner further covenants that
he will observe and perform the covenants and agreements made by and the obligations
and duties imposed upon him as an Owner by the Time Sharing Agreement, and will in
all respects abide by the By-laws and the Rules of the Association to the same extent as
if he had execured the Time Sharing Agreement and that the same may be enforced
against him by the Manager, the Association, or any other Owner to the same extent as
if he had executed the Time Sharing Agreement as an original party thereto.

Without limiting the foregoing:

(a) New Owner appoints the Manager as his attorpey or agent for purposes set out
in the Time Sharing Agrecment;

()  New Owner agrees 10 indemnify the other Owners, Carriage Hills, Manager and
Association as provided in the Time Sharing Agreement;
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(© New Owner agrees to pay when due his Charges, his Personal Charges and
interest thercon, and further agrees that the Association is hereby granted and will
have the lien upon the Interval for such amounts if unpaid as provided in the
Time Sharing Agreement and with the remedies, as set out in the Time Sharing

Agreement;

(d)  New Owner consents and agrees (o the Manager duly performing the services and
obligations assigned to it by the Time Sharing Agreement and agrees not to
interfere with such performance. New Owrner further consents and agrees to a
successor Manager where required under the Time Sharing Agreement;

()  New Ownper expressly confirms and agrees that he will not sell, lease or in any
other manner dispose of or permit the disposition of his Interval or parr thereof
or Mortgage the same, nor will be agree or atiempt to do so except in compliance
with the Time Sharing Agreement.

Carriage Hills covenants and agreements as set out in the Time Sharing Agreement are

5.
extended to the New Owner.
IN WITNESS WHEREOF the parties hereto have executed this Adherence Agreement.
STGNED, SEALED AND DELIVERED CARRIAGE HILLS RESORT
CORPORATION

in the presence of:

Per:
o ./
Lome Borgal - Pmid?lé )

New Owner

)

)

)

)

)

)

)

)

)

)

Wimmess )
)

)
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EXHIBIT "C" - ASSUMPTION AND CONSENT AGREEMENT

THIS AGREEMENT made this __ day of , 199

BETWEEN:

(bereinafter called the "New Owner")
OF THE FIRST PART

.and -

CARRIAGE HILLS VACATION OWNERS ASSGCIATION,
a corporation incorporated under the laws of the Province of

Ontario,

(hereinafter called the "Association”)
OF THE SECOND PART

RECIT.

1. , (the "Prior Owner") has heretofore been
the Owner of an Undivided Interest in the Property herein, as tenant in common with all other
Owners;

2. By reason of 2 Time Sharing Agrecment dated the day of
199, is registered in the Land Titles Division of Simcoe as No.

and by reason of a previous transfer dated
was assigned Interval Identification Number

, the Prioy Owrer

3. The Prior Owner is desirous of transferring his Undivided Interest 1o the New Owner
subject to the provisions of the Time Sharing Agreement, and has requested the requisite consent
of the Associarion, which has agreed to grant same provided the New Owner enters into this
Assumption and Consent Agreement.

WITNESSETH that in consideration of the consent and agreements herein contained, the
pardes agree as follows:

1. In this Assumption and Consent Agreement, unless otherwise defined, capitalized terms
have the meanings ascribed to them in the Time Sharing Agreement,

2. New Owner represents and warrants that the Undivided Interest owned by the Prior
Owner are being conveyed and assigned to New Owner as of the date hereof subject to

the consent of the Association.

3. New Owner covenants and agrees as of, from and afier the dare hereof to assume and
be bound by all the covenants and agreements of the Prior Owner, and to observe and
perform the obligations and duties of an Owner contained in the Time Sharing Agreement
in all respects and that the same may be enforced against him by the Association or any
of the other Owners, 10 the same extent as if he had entered into the Time Sharing

Agreement.
4. Without limiting the foregoing:

(a) New Owner appoints the Association as his attorney or agent for the purposes set
out in the Time Sharing Agresment;
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New Owner agrees lo indemnity the other Owners, the Manager and the

(b)
Association and each of them as provided in the Time Sharing Agreement;

New Owner agrees to pay when due the Basic Charges, Special Charges and
Personal Charges and interest thereon, if any, and further agrees thar the
Association shall have a lien and charge on the Undivided Interest being acquired
by New Owner for such amounts, if such are unpaid, and with the remedies set

out in the Time Sharing Agreement;

(€)

New Owner specifically acknowledges and agrees that the Association may use
the irrevocable Power of Atormey, executed by the New Owner
contemporancously with this Assumption and Consent Agrecment, to transfer
titlein accordance with the Time Sharing Agreement;

(e) New Owner consents and agrees to the Association duly performing the services
and obligations designated to it by the Time Sharing Agreement and agrees not

to interfere with such performance;

n New Owner expressly confirms and agrees that he will not sell, lease or in any
other manner dispose of or permit the disposition of his Undivided Interest or part
thereof or Mortgage the same, nor will he agree or attemnpt to do so except in
compliance with the provisions of the Time Sharing Agreement,

In order 10 protect other Owners and ensure the integrity of the Program, a Restriction

5.
has been registered against the title to the Property under Section 118 of the Land Tides
Act. The Association, in consideration of the New Owner's representations and
agreements herein, hereby consents to the transfer to the New Owner of the Undivided
Interest as herein set out. Association further agrees to execute any further consent that
may be required by the Land Registrar pursuant to the registered Restriction.

IN WITNESS WHEREOF the parties hereto have executed this Assumption Agreement.

(d)

SIGNED, SEALED AND DELIVERED
in the presence of:

New Owner

CARRIAGE HILLS VACATION OWNERS
ASSOCIATION
Per:

Wimess

)
)
)
)
)
)
)
)
)
)
)
)

Lorne Borgal - President

July 24, 1997 (1:57pm)
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EXHIBIT "D" - SUBSIDY AGREEMENT
THIS LIMITED SUBSIDY AGREEMENT (the "Subsidv Agreement") is made as of

the 25th day of June, 1997, by and between Carriage Hills Vacation Owners Association, an
Ontario non-profit corporation (the "Association”), and Carriage Hills Resort Corporation, an

Onuario corporation (the

*Carriage Hills"), with reference to the following facts and

circumstances:

RECITALS

Carriage Hills is the owner of cerrain real property (the "Property”) located in the
Township of Oro-Medonte, County of Simcoe, Province of Ontario, as more particularly
described on Exhibit "A", attached hereto and made a part hereof.

Carriage Hills has registered a Time Sharing Agreement in the Registry Office of the
Land Titles Division of Simcoec Counry, Ontario (the "Time Sharing Agreement”).

Except as otherwise defined herein, each defined term used herein shall have the meaning
set forth in the Time Sharing Agreement.

The Time Sharing Agreement provides for the operation and maintemance by the
Association of the Resort and the Units.

Carriage Hills and the Association intend to establish by this Subsidy Agreement a
program whereby Carriage Hills will provide for the payment of Carriage Hills’
appropriate share of the costs and expenses. It is the intention of Carriage Hills and the

Association that Carriage Hills shall, pursuant to the terms and conditions set forth
below, pay all of the "Deficiencies” (defined below) of the Association and by its
payments hereunder eliminate any need for a Special Assessment during the term hercof
other than Special Assessments approved by the Board and, if necessary, by Owners, for

capital expenditures during the term hereof.
TERMS AND CONDITIONS

Definitions

For purposes of this Subsidy Agreement, the foilowing 1erms shali have the foilowing
meanings:

"Deficiencies™ means, for each fiscal year of the Association, the amount by
which (a) the cumulative ‘otal amount of the actmal expenses atriburable to the
maintenance and repair of the Resort and the operation of the Interval Ownership
Program which are incurred by the Association (including all Reserve Expenses)
for such fiscal year for the period commencing, in the first such fiscal year, on
the Starting Date, and in each subsequent fiscal year, on the first day of such
fiscal year, and ending on the last day of the calendar month preceding the month
in which payment of the Deficiencies is made by Carriage Hills exceeds (b) the
cumulative total amount of Basic Charges for such fiscal year payable to the
Association by Owners other than Carriage Hills for the same period.

1.1

No provision of this definition, when used bereinafter, shall entitle Carriage Hills
1o pay less than a full pro-rata share of the Reserve Expenses of the Association
for each Interval owned by Carriage Hills.

1.2  "Original Deed"” means the Deed from Carriage Hills Time Sharing Agreement
conveying an Interval, excluding, however, any Deed which conveys all or
substantially all of the Imtervals then owned by Carriage Hills and which
expressly recites thar it is not an Original Deed.

1.3  "Resort" means that certain real and personal property which is operated and
maintained by the Association pursuant to the provisions of the Time Sharing

Agreement.
1.4  "Reserve Expenses” means those amounts set forth in the Budget of the
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Association for any fiscal year of the Association under consideration for reserves
for replacement, repair or refurbishment of the items for which the Association
has or anticipates having a dury to maintain and replace.

1.5  'Starting Date" means the date on which the first Original Deed is recorded.

Payment of Deficiencies.

From and after the first day of the second calendar month following the Starting Date,
Carriage Hills agrees o pay, on or before the tenth (10th) day of each month during the
term hereof, the Deficiencies not previously paid by Carriage Hills other than the
Reserve Expenses; provided, however, that the first payment to be made by Carriage
Hills hereunder shall include payment for Deficiencies arising between the Starting Date
and the last day of the first calendar month following the Starting Date. Carriage Hills
shall pay that part of the Deficiencies which are Reserve Expenses within ten (10) days
after the last business day of each quarter of the fiscal year of the Association. No
provision of this Section 2 nor any provision of this Subsidy Agreement shall entitle
Carriage Hills to pay less than a full pro-rata share of the Reserve Expenses of the
Association for each Interval owned by Carriage Hills. Within sixty (60) days after the
end of the fiscal year of the Association in which the term of this Subsidy Agreement
terminates, the Association shall reimburse Carriage Hills for the amount, if any, by
which the total of all sums paid by Carriage Hills during such fiscal year to the
Association as and for the Deficiencies exceeds the cumularive total amount of
Assessments which would otherwise have been payable by Carriage Hills for such fiscal
Year in the absence of this Subsidy Agreement with respect to the Undivided Interests

owned by Carriage Hills.

Term.

The term of this Subsidy Agreement shall commence on the Starting Date and shall
terminate on the carlier to occur of (a) the date upon which Carriage Hills shall convey
the last Interval it owns or (b) the date which is the last day of the fiscal year of the
Associarion following the date upon which Carriage Hills elects, by written notice to the
Association, to terminate this Subsidy Agreement. This means that the Carriage Hills
may elect in any fiscal year of the Association, including the first year, (o terminate the
term of this Subsidy Agreement by giving prior written notice to the Association.

Provided Carriage Hills shall not be in default in the performance of any of its

obligations hercunder, Carriage Hiils shall not be required to pay to the Association the

Charges attributable to Intervals owned by Carriage Hills pursuant to the terms and

provisions of the Time Sharing Agreement. In the event Carriage Hills shall default in

the performance of any of its obligations hereunder and such default shall not have been

cured within ten (10) days after notice of default is given to Carriage Hills by the

Association, (a) Carriage Hills’ obligations to pay {o the Association the Basic Charges

shall resume, (b) Carriage Hills" default hereunder shall be desmed a defauilt in the

payment of Charges under the Time Sharing Agreement, which defanlt shall be deemed
10 have occurred on the date of expiration of the grace period set forth hérein, and (c)

the Association shall have the right to exercise each and all of the rights and remedies
set forth herein and in the Time Sharing Agreement with respect to the nonpayment of
the Basic Charges by Carriage Hills provided, however, that notwithstanding Carriage
Hills’ failure to cause any default hereunder within the time period specified, Carriage
Hills shall bave the right thereafter to cure such default, and upon so doing, Carriage
Hills may notify the Association of Carriage Hills’ intention thereafter to comply with
the terms of this Subsidy Agreemem in which case all of the rights, duties and
obligations of Carriage Hills and the Association hereunder shall contimue unabated and
any Basic Charges paid by Carriage Hills shall be treated as having been paid with
respect to Carriage Hills" obligations under this Subsidy Agreement.

rter]y It
Carriage Hills shall, within thirty (30) days after the end of each quarer of the fiscal
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year, furnish to the Board an itemized report of the funds furnished by Carriage Hills
to the Association under this Subsidy Agreement, including, without limitation, payment
of Reserve Expenses hereunder.

Municipal Obligations

During the term of this Subsidy Agreement, in the event that the Association fails to pay
any amount owing to The Corporation of the Township of Oro-Medonte (or its successor)
when due, Carriage Hills covenants and agrees to pay such amount directly to The
Corporation of the Township of Oro-Medonte (or its successor) forthwith after wrinten
demand from The Corporation of the Township of Oro-Medonte (or its successor).

Miscellaneous.

7.1  Notices. Any notice, request, demand, instruction or other document to be given
hereunder to any party shall be in wriring and shall either be personally deliverced
10 the person at the appropriate address set forth below (in which event such
potice shall be deemed effective only upon such delivery) or delivered by mail,
sent by registered mail, return receipt requested, as follows:

If to the Asscciation: Carriage Hills Vacation Owners
Assocjation
RR. #1
Barrie, Ontario 14M 4Y8§
Attn: Board of Directors

If to Carriage Hills: Carriage Hills Resort Corporation
R.R. #1
Barrie, Ontario L4M 4Y8
Atm: President

Notices so mailed shall be deemed 10 have been given forty-eight (48) hours after
the deposit of same in any post office in the Province of Ontario. The addresses
and addressezs for the purpose of this Section may be changed by giving notice
of such change in (he manner herein provided for giving notice. Unless and until
such notice is received, the last address and addressee stated by notice, or as
provided herein if no notice of change haus been sent or received, shall be deemed
to contime in effect for all purposes hereunder.

7.2  Waiver. The waiver or failure to enforce any provision of this Subsidy Agreement
shall not operate as a waiver of any future breach of such provision or of any

other provisions bereof.

7.3  Merger. All understandings and agreements heretofore had between the parties

ing the subsidization contemplated by this Subsidy Agreement are merged

by this Subsidy Agreement and the exhibits atrached hereto, all of which fully and

completely express the agreement of the parties. There are no agreements except

as specifically set forth in this Sobsidy Agreement or to be set forth in the
instruments or other documents delivered or to be delivered hereunder.

7.4 Amendments. No change in or addition to, or waiver or termination of this
Subsidy Agreement or any part thereof shall be valid unless in writing and signed
by or on behalf of each of the partics hereto.

7.5  Section Headings, Section headings are for the purposes of identification only and
shall not be considered in construing this Subsidy Agreement.

7.6 Successors and Assigns. All of the terms and provisions of this Subsidy
Agreement shall be binding upon, emure to the benefit of and be enforceable by

the parties and each of their respective successors and assigns.
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7.7 Legal Fees. In the event any controversy, claim or dispute between the parties
hereto, arising out of or relaring to this Subsidy Agreement or the breach thereof,
results in arbitration or litigation, the prevailing party in such proceedings shall
be entitled to recover from the losing party its reasonable expenses, including
legal fees, and costs. In addition to the forsgoing, the prevailing party shall be
catitled to its reasonable fees, costs and expenses incurred in any post-judgment
proceedings to collect or enforce the judgment.

7.8 Sevemability. Every provision of this Subsidy Agreement is intended to be several.
Any provision of this Subsidy Agreement which shall prove to be invalid, void
or illegal shall in no way affect, impair, or invalidate any other provision bereof
and such other provisions shall remain in full force and effect.

INWHNESSWHEREOF,mcparﬁshcmmhavccxcmmdthisSubsidyAgmmcmu
of the date first above written.

Signed, Sealed and Delivered CARRIAGE HILLS RESORT CORPORATION

By: C.5.
Name & Title:

CARRIAGE HILLS VACATION OWNERS
ASSOCIATION

By: c.s.
Name & Title:

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

Exhibit "A"

Parcel 1-16 Section 51-Oro-3

SUBJECT TO an easement over Part of Lots 2 and 3 Concession 4, Township of Oro, Part 5
Plan 51R-26764 as set out in Instrument Number 323091 in favour of Part of Lot 2

Concession 4, Township of Oro, designated as Parts 11, 12, 13 and 14 on Plan 51R-26764
being Parcel 1-17 Section 51-ORO-3, and, in favour of Part of Lot 2 Concession 4,

Township of Oro, designated as Parts 1, 2, 3, 4, 15, 16 and 17 on Plan 51R-26764 being
Parce] 1-18 Section 51-ORO-3,

TOGETHER WITH an easement over Part Lot 2 Concession 4, Township of Oro, being Part
of Parcel 1-17 Section 51-Oro-3 being Part 11 Plan 51R-26764 as set out in Instrument
Number 323092.

TOGETHER WITH an easement over Part of Lot 2 Concession 4, Township of Oro, being
Part of Parce] 1-18 Section 51-Oro-3 being Parts 1 and 16 Plan 51R-26764 as set out in
Instrument Number 323093.

Juty 25, 1997 (9:51e00)
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FORM
Land Titles Act

Application to register Notice of an
unregisiered estate, right, interest or equiry
Section 71 of the Act

TO The Land Registrar for the Land Titles Division of Simcoe (No. 51)

I, SAMUEL H. NASH, of the City of Toronto, in the Municipality of Metropolitan Torouto
am the solicitor for Carriage Hills Resort Corporation and the others.
I confirm that this document affects an interest in that land.

The land is registered in the name of Carriage Hills Resort Corporation and others and [ hereby
apply under Section 71 of the Land Titles Act for the entry of a Notice in the register for the
said parcel.

This notice will be effective as long as Instrument No. 327071 remains in effect.

The addresses for service of the applicants are:

R.R. #1, Horseshoe Valley, Box 10, Barrie, Ontario L4M 4Y8 and

P.O. Box 112, Horseshoe Valley, R.R. #1, Barmrie, Ontario L4M 4YB.

P~

Safnnd] H. Nash

DATED: March 27, 1998.

U \USERSSSNASHACARRIAGE\AFPENDIX.REV
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AMENDMENT TO TIME SHARING AGREEMENT

THIS AGREEMENT made the 27th day of March, 1998.

BETWEEN:

CARRIAGE HILLS RESORT CORPORATION, a corporatton
incotporated under the laws of the Province of Cntario,

(hereinafier called "Carriage Hills")
OF THE FIRST PART
- and -

CARRIAGE HILLS HOSPITALITY INC., a corporation incorporated
under the jaws of the Province of Ontario,

(bereinafter called the “Manager')
OF THE SECOND PART

- and -
CARRIAGE HILLS YACATION OWNERS ASSOCIATION, a not

for profit corporation incorporated under the laws of the Province of
Ontario,

(hercinafter called the "Amsociption”)
OF THE THIRD PART
RECITALS

WHEREAS:
A Time Sharing Agreement dated June 25, 1997 was recorded as Instrument Number 327071 on August 6, 1997 at
the Land Registry Office for the Land Titles Division at Barrie (No. 51);

Pursuant to Article XI of the Thme Sharing Agreement the following change has been made 1o the Time Sharing
Agreement in accordance with a January 24, 1998 meeting of Association,

WITNESSETH that for good and vaiuabie consideration, receipt of which is bereby acikmowledged, the parties heretc
covenant and agree as follows:
1. Section 4.06 of the Time Sharing Agreement is hereby deleted.
CARRIAGE HILLS RESORT CORPORATION

rd Yhe CogforArica

Perry Snyderman - Vice President .
4 asddkaniby T brad AL Co & Fora e

Perry Snyderman - Vize-Brhsident . _
T hove~tle audlerdy B Bind e CorrPorArad

UAUSERAENASHCARRIAOSAMEND TIA

Murch 31, 1998 (10:3%am)
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Affidavit of Darren Chapelle sworn before me
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Key Terms of CHVOA By-laws
Membership
Each Owner of an Undivided Interest is a member of CHVOA [s. 2.1]
Membership Appurtenant to Undivided Interest
Membership is not to be assigned or alienated in any way except on transfer of
title to Undivided Interest to transferee, upon which membership is automatically
transferred to new Owner of Undivided Interest [s. 2.2]
Voting Rights — 2 classes of voting membership:
Class A — all Owners of Undivided Interests except CHRC:
Owners of Every Year Undivided Interests: 2 votes for each such interest owned
Owners of Every Other Year Undivided Interests: 1 vote for each such interest

owned

Class B — CHRC: 8 votes for each Every Year Undivided Interest and 4 votes for
Every Other Year Undivided Interest owned [s. 2.3]

Board may suspend voting rights where an Owner is delinquent in payment or
other defaults and may impose monetary penalties [s. 4.3]

Membership Charges

To be paid by Members and fixed, levied and collected by Board as provided in
TSA[s. 3.1]

Lien Rights

As set out in TSA and enforceable by Board as set forth in TSA and at law or
equity [s. 3.2]

Rules Governing Annual and Special Meetings of Members: Article 5
Directors

Affairs of CHVOA — to be managed by Board of 5 directors; each must be
Member entitled to vote or a representative of CHRC designhated by CHRC; from
and including the first election of the Board by members, at least one Board
member shall be elected by votes of Members other than CHRC; subject to the
special election procedures specified [s. 6.1]

Quorum — a majority of the Board [s. 6.11]



-2-

Open meetings — all Board meetings are open to Members, who may not
participate in any deliberation or discussion unless authorized by a majority of a
quorum of the Board; such majority may adjourn and reconvene in executive
session on personnel matter, litigation and orders of business of a similar nature
after announcing the nature of the business to be considered [s. 6.13]

Committees — Board may appoint an Executive Committee and other committees
and delegate powers to them, except the powers listed [s. 6.15]

Powers and Duties — Subject to the limitations of the Articles, By-laws, the TSA
and the CA, as to actions required to be approved by the Members, all CHVOA
powers and duties including those set forth in the TSA shall be exercised by or
under the authority of the Board, and the business and affairs of CHVOA shall be
controlled by the Board [s. 6.16]

Officers

There must be a President, Vice President and Secretary (who must be Board
members) and such others as the Board deems necessary. Each officer must be
a member of CHVOA or designated by CHRC. Board may appoint subordinate
officers. [s. 7.1 and 7.2]

Indemnification of Directors, Officers and Others

General — There are provisions for CHVOA indemnifying directors, officers,
employees or other agents, subject to the terms set out [Article 8]

Insurance — Board may adopt a resolution authorizing the purchase and
maintenance of insurance on behalf of directors, officers, employees or other
agents [s. 8.9]

Miscellaneous

Execution of Contracts and Instruments — Except as otherwise provided, Board
may authorize any officer(s) or agent(s) to enter into any contract or execute any
instrument in the name of and on behalf of CHVOA, with general or specific
authority [s. 9.2]

Corporate Records — The minutes and accounting books and records shall be
open to inspection on written demand of any member (seems to include Board
minutes) [s. 9.5]
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CARRIAGE HILLs HosPiTALITY INC.
1101 Horseshoe Valley Rd., Comp. 58, RR 1
Barrie, Ontario, Canada L4M 4Y8
Tel: (705) 835-5858



TABLE OF CONTENTS

RECITALS Page No.
TERMS AND CONDITIONS

1. Engagement of Manager

2. Definitions

3. Term

3.1 Commencement/Expiration of Agreement
3.2 Termination
3.3 Actions Upon Termination
3.4 Resignation
4. Duties of Association
5. Duties and Obligations of Manager
5.1 In General
5.2 Administrative Services
a. Association Meetings
b. Association Records
¢. Communications
d. Association Documents
. Roster of Owners
Committee Formation
. Exchange Services
. Bonus Time Program
i. Legal Issues
iscal Services
Budgets
. Reserve Program
Special Assessments
. Collection of Assessments
Bank Accounts
Disbursements
. Financial Statements and Audit
. Books and Records
i. Bxpense Control
j. Reporting
5.4 Physical Services
a. Emergency Procedures
b. Inspections
¢. Insurance
d. Repair and Maintenance of Units, Common
Furnishings and Common Areas
e. Check-in and Check-out
f. Maid Service

2'aq o

53

RO O O P
mmmmmmmmmmmmmmmmumhhhbhhhuwwuuwwmwu_

~ -3



=S

10.
11,
12,
13,
14.
15.

g. Maintenance
h. Reservations
i. Right to Entry
j. Personnel Services
k. Utilities and Other Services
1. Equipment
5.5 Limitations on Powers of Manager
5.6 Limited Liability
5.7 Miscellaneous
Compensation of Manager
Indemnification
7.1 Manager’s Indemnification
7.2 Association’s Indemnification

. Notices

Waiver

Merger

Amendments
Paragraph Headings
Successors and Assigns
Attorney’s Fees
Severability

it

Page No.

OO WO O N Q00000 000~ NN~



MANAGEMENT AGREEMENT

This -Management Agreement (“Agreement”) is entered into effective as of
November 30", 2006, by and between Carriage Hills Vacation Owners® Association
(“Association”), and Carriage Hills Hospitality, Inc.,, an Ontario Corporation
(“Manager”):

RECITALS

A, The Association is the duly constituted governing body responsible for the
operation and administration of the Resort and the Property (collectively hereinafter
referred to as the “Resort”) located in Barrie, Ontario, Canada.

B. Pursuant to the provisions of The Time Sharing Agreement for Carriage
Hills Vacation Owners Association (attached hereto and incorporated herein by reference
as Addendum A) recorded on August 6, 1997 at the Land Registry Office for the Land
Titles Division at Barrie (collectively, the “Program Documents”), the Association is
responsible for the operation and administration of the Resort. The Association is
authorized to retain professional management and to delegate to such Manager certain of
the Association’s powers and responsibilities.

C. Manager shail be responsible for maintaining all licenses, permits, etc.
required by Federal, Provincial and Municipal law, in the performance of its business
related to this Agreement.

D. The Association desires to retain the Manager to perform and to provide
various services for the Resort and the Interval Ownership Program, and the Manager is
willing to provide such services, all on the terms and conditions hereinafter set forth.

E. The Board of Directors (“Board”) of the Association desires to engage
Manager to manage and operate the Resort as contemplated by the Program Documents,
and Manager desires to accept such engagement, all on the terms and conditions set forth
below.

NOW, THEREFORE, in consideration of the mutual promises, covenants
and agreements contained herein, the parties agree as follows:



TERMS AND CONDITIONS

& Engagement of Manager. Association hereby engages Manager as the exclusive
managing agent of the Resort and Manager hereby accepts said appointment and
undertakes to perform all of the services and responsibilities set forth herein, and will
perform other duties and responsibilities as may be required from time to time, in such
capacity and to comply with all provisions of this Agreement. Manager’s performance
hereunder shall be as an independent contractor and not as an employee of the
Association.

2, Definitions. In addition to other definitions provided for herein, the capitalized
terms in this Agreement shall have the same meanings as attributed to them in the
Program Documents.

3. Tem

3.1 Commencement/Expiration of Agreement. The initial term of this
Agreement (“Initial Term”) shall be for a period of five (5) years commencing on January

1, 2007, through December 31, 2011, and shall automatically renew for subsequent five
(5) year terms unless otherwise terminated pursuant to the provisions set forth in section
3.2 below,

3.2 Termination. This Agreement may be terminated by the Manager or Board
of Directors of the Association, pursuant to the provisions set forth in the Program
Documents, as restated.

The Association or the Manager may terminate this Agreement upon not less than 30
days written notice. However, if the written notice is given by the Board of Directors of
the Association, it shall not be given unless such notice is given pursuant to a resolution
passed by 66 2/3% of the Owners at a regularly constituted meeting of the Association.

3.3 Actions Upon Termination. Upon any termination or expiration of this
Agreement, the Manager shall promptly account for all bank accounts, and funds arising

out of, or in any way connected with, this Agreement and all monies received by the
Manager subsequent to the termination of this Agreement and arising out of this
Agreement. In addition, the Manager shall deliver to the Association, or to such other
person as the Association shall designate in writing, a list as well as copies and originals
of all materials, contracts, books and records and any and all other documents pertaining
to the Resort. The Manager shall also furnish all such information, take all such action
and cooperate with the Association as the Association shall reasonably require in order to
effectuate an orderly and systematic conclusion of the Manager’s duties and activities
hereunder.

Upon the termination or expiration of this Agreement, the Association and the Manager
shall be released from further performance hereunder; provided, however, that all rights



and obligations of the Association and the Manager accruing to such date, including
without limitation any rights to receive payments and the indemnification provisions
contained herein, shall survive the termination or expiration of this Agreement.

3.4 Resignation. Manager may resign only upon written notice and in
compliance with the following conditions: ‘

a. The effective date of the resignation (“Effective Date”) shall not be less
than thirty (30) days after the Association received written notice of Manager’s
resignation;

b. On or before the Effective Date of any resignation by Manager, or of any
termination of the Agreement, Manager must turn over to the Board of Directors all
books and registers, employee and employment registers, license and permits relating to
the management and operation of The Resorf, whether maintained or held in the
Manager’s name or in the name of the Association or the Resort and whether in written
form or on computer data or otherwise, all of which are and shall be Association
property.

c. In the event that Manager’s resignation shall be authorized as provided
hereinabove, the Association shall use its best efforts to obtain the services of a
responsible management company to provide Association with services consistent with
industry-recognized standards so that Manager may accomplish the resignation in a
timely manner;

d. Such conditions as may be subsequently negotiated and established by and
between Association and Manager pursuant to a properly executed written document
intended to govern an event of resignation without case by Manager.

4, Duties of Association. The Association shall furnish the Manager with copies of
any and all documents connected with the Resort which may assist Manager in carrying
out its duties hereunder, including without limitation the Program Documents, the
Articles of Incorporation (if applicable) and Bylaws of the Association, any notices
received by the Association, any rules and regulations promulgated by the Association,
and any written instruments executed by or on behalf of the Association. Manager
acknowledges that upon the signing of this Agreement, all such documents are in its
possession. The Association shall provide Manager, on a timely basis, any information
that may be relevant to Manager’s performance under this Agreement, The Association
shall fully cooperate with the Manager in connection with Manager’s performance
hereunder.

5. Duties and Obligations of Manager.

5.1 In General. Manager shall provide, or cause to be provided, all services
and personnel required to administer the affairs of the Association and to manage and
operate the Resort as contemplated by the Declaration, at all times in the manner



consistent with the provisions of the Program Documents and the Bylaws of the
Association and subject to the terms and conditions set forth herein. Manager shall have
all the powers which the Association has, pursuant to the Program Documents, to the
extent necessary to perform its duties and obligations hereunder. Subject to the
provisions of paragraph 5.5 below, Manager may delegate its authority and
responsibilities to one or more subagents for such periods and upon such terms as
Manager deems proper.

Unless otherwise indicated in this Agreement, all expenses associated in the performance
of the services and the personnel required to manage the affairs of the Association and to
operate the Resort will be at the cost of the Association,

5.2 Administrative Services. Not in limitation of the provisions of Paragraph
5.1 above, Manager shall provide the following services of an administrative nature:

a. Association Meetings. Manager shall provide assistance to the Board, as
the Board may from time to time request or direct, with the organizing and coordinating
of the meetings of the Board and of the Association, which assistance shall include the
preparation and delivery of notices of meetings consistent with the requirements of the
Association’s Bylaws. Manager shall coordinate the preparation and approval of agendas
with the Board and shall be available, as the Board may direct, to assist in the conduct of
meetings and/or to oversee the election of Board members. Manager shall circulate
minutes of any such meeting to members of the Board within thirty (30) days following
such meetings. ‘

b. Association Records. Manager shall hold or cause to be held at such place
or places designated by the Board, or, in the absence of such designation, at the principal
executive office of the Association, all records of the affairs of the Association, including
but not limited to, minutes of meetings, correspondence and amendments of Bylaws and
Rules and Regulations.

¢. Communications. Manager shall initiate, develop, and establish effective
communication with the Board, owners and committee members by use of newsletters,
meetings, telephonic or other effective forms of communication.

d. Association Documents. Manager shall, from time to time as necessary or
desirable, recommend to the Board that it amend, modify or supplement the Rules and
Regulations or other documents to comply with statutes and operational requirements.

¢. Roster of Owners. Manager shall maintain a complete and accurate list of
- Owners (the “Roster™) setting forth the name of each Owner and the mailing address of
such Owner. Manager shall thereafter cause the Roster to be maintained on a current
basis, Manager shall make all reasonable efforts to insure that, for so long as this
Agreement remains in effect, it is in substantial compliance with applicable requirements
of the Personal Information Protection and Electronics Documents Act (Canada)
(“PIPEDA”), and that it shall make reasonable efforts to require that all of its affiliates,



{

suppliers and subcontractors who receive or process any personal information within the
contemplation of this Agreement with respect to any Owner, applicant or other person not
disclose any such information except in compliance with applicable law, Manager shall
not intentionally disburse a copy of the Roster to any Owner, unless required by court
" order, the Board, or any other applicable or superseding obligation or requirement.

f. Committee Formation. Manager will assist in the formation of Owner
committees for the purpose of and to encourage input and participation.

g. Bxchange Services. The Manager shall coordinate the administration of
any third-party exchange program (the “Exchange Program™) that may from time to time
be available at the Resort and communicate with the representative of Exchange Program
regarding the reservations processed by such Exchange Program at the Resort.

h. Bonus Time Program. Manager shall facilitate a Bonus Time Program to
the benefit of the Owners, consistent with the Program Documents.

i. Legal Issues. Manager will work with, communicate with, and assist the
Association’s legal counsel in any activities that affect the Association.

5.3 [Fiscal Services. Not in limitation of the provisions of Paragraph 5.1
above, Manager shall provide the following services of a fiscal nature.

a. Budgets. Manager shall prepare and submit to the Board for approval, not
less than sixty (60) days prior to the Annual General Meeting of the Association, a
proposed budget and a management plan meeting the requirements of the Program
Documents. Each budget approved by the Board is called the “Budget”. The Budget, as
approved by the Board of Directors, shall be submitted to the Owners at each Annual
General Meeting of the Association. A copy of the Budget shall be distributed to the
Owners.

b. Reserve Program. Manager shall recommend to the Board an appropriate
replacement reserve program as required by the Program Documents. The program shall
include an annual capital expenditure projection for the replacement of items and an
annual review of the adequacy of the Association’s capital reserve funding.

c. Special Assessments. Manager shall, promptly upon making a
determination that a Special Assessment is required, submit a recommendation to the

Board that a Special Assessment be considered.

d. Collection of Assessments. Manager shall, cause the assessments for the
Resort expenses to be timely billed and shall enforce collection thereof, at the
Association’s expense and direction.

e. Bank Accounts. Manager shall establish such bank accounts as the Board
may direct, and shall deposit or invest funds collected from Owners, and all other



amounts collected, by Manager, in connection with the performance of its duties
hereunder in interest bearing accounts designated for such purpose. The Manager shall
keep accurate books and records reflecting the amount of such accounts.

f. Disbursements. Manager shall cause disbursement from the operating
bank account of the Association only those amounts required for the payment of all
Association expenses incurred consistent with the applicable Budget and as otherwise
permitted by the Program Documents and as may be directed by the Board.

g Financial Statements and Audit. Manager shall cause an audit to be
conducted, at the Association’s expense, as provided for in the Program Documents.
Manager shall cause the financial statements provided for in the Program Documents to
be prepared at the Association’s expense.

h. Books and Records. Manager shall cause to be kept and maintained full
and adequate books and records accurately reflecting the results of operation of the
Resort in accordance with generally accepted accounting principles. The books and
accounts an other records relating to the operation of the Resort shall be available to the
Association and its representatives at all reasonable times for examination, inspection and
transcription, or at the Association’s expense, distribution to all members as may be
directed by the Board.

i. Expense Control. Manager shall oversee an operating expense control
system in an effort to eliminate unnecessary expenses and initiate cost cutting measures
to maximize the Association’s fiscal efficiency.

j- Reporting. Manager shall provide such information, periodic reports and
schedules to the Board at the frequency and as directed by the Board from time to time.

5.4 Physical Services. Not in limitation of the provisions of Paragraph 5.1
above, Manager shall provide the following services of a physical nature. .

a. Emergency Procedures. Manager shall oversee establishment and
implementation of emergency and disaster procedures to enhance Owner safety and
reduce potential Association liability.

b. Inspections. Manager shall make timely inspections of the Resort and the
Property and render reports and make recommendations to the Board concerning repairs,
restoration, and maintenance.

c. Insurance. Manager shall obtain and keep in force hazard (replacement
cost) insurance, commercial liability, directors and officers liability and all other
insurance as required by the provisions of the Program Documents, at the Association’s
expense. In addition, Manager shall obtain and keep in force at all times a fidelity bond
in an amount determined by the Board covering the Manager, all employees of the
Association and the Board as may be applicable. Manager shall administer all such



insurance and claims under such insurance policies and bonds at the Association’s
expense.

d. Repair and Maintenance of the Units, Common Furnishings and Common
Areas, Manager shall, pursuant to and consistent with a plan established by the Board,

cause the Units, the Common Furnishings, recreational facilities and Common Areas and
the furnishings appurtenant to the same to be repaired, maintained, repainted, furnished
and refurbished in accordance with the provisions of the Program Documents and in the
manner consistent with the reserves established for such purpose.

e. Check-In and Check-Out. Manager shall cause on-site personnel to be
available at all required times in order to check-in and check-out Owners, Rental Guests
and Bxchange Users. Manager shall also audit or review all procedures for check-in/out
to ensure accuracy, efficiency, and quality,

f Maid Service. Manager shall cause maid service to be provided to the
Units within the Resort in the manner provided for in the Program Documents and in the
Rules and Regulations. Manager shall also conduct periodic review of procedures to see
that personnel and materials are being used in an efficient manner.

g. Maintenance. Manager shall oversee maintenance to ensure:

i. The quality of maintenance is maintained. _
ii. Maintenance Weeks are scheduled properly with appropriate work
schedules.
iii. Proper specification for bids is maintained.
iv. Quality goods and services are provided by vendors/contractors.
v. Inspect and evaluate procedures to ensure quality service and good
Owner relations. Generally, Manager will establish levels of service
and quality and monitor those standards.

h. Reservations. Manager shall cause to be established and operated a
reservation system implementing the reservation procedure set forth in the Rules and
Regulations and shall do so in a manner that has been mutually agreed between
Association and Manager to be in the best interests of the Owners. The reservation
system shall include the books and records required to reflect reservations made, Use
Periods actually used, and such other information as shall be necessary to coordinate
efficient Resort operation.

i. Rightto Entry. During Service Periods and at any other reasonable time,
Manager or its representatives may enter the Units, for the purpose of (i) making
emergency repairs therein, (ii) abating any nuisance or any dangerous, unauthorized,
prohibited or unlawful activity being conducted or maintained in such Unit, (iii)
protecting property rights and welfare of other occupants, or (iv) for any other purpose
reasonably related to the performance by the Association of its responsibilities under the
terms of the Program Documents. Such right of entry shall be exercised in such a manner



as to avoid any unreasonable or unnecessary interference with the possession, use and/or
enjoyment of the Owner, Rental Guest, Exchange Owner or other occupant of such Unit
and shall be preceded by reasonable notice to the Owner or occupant thereof whenever
the circumstances permit.

j. Personnel Services. The Manger is authorized to hire, pay, supervise and
discharge, or cause to be hired, paid, supervised and discharged all employees and
independent contractors that may be required for the proper maintenance and operation of
the Resort and the Association. All employees, in every instance, shall be employees of
the Manager or Manager’s affiliates, at its sole discretion. Compensation, payroll taxes
and employees’ benefits of such employees shall be at the expense of the Association,
Manager shall also conduct on-going staff training, conduct reviews and evaluation of
management level personnel, maintaining morale and consistency throughout the Resort.

k. Utilities and Other Services. Manager shall negotiate on behalf of the
Association a contract for certain services including, but not limited to, trash and rubbish
removal, utilities, cable or other TV services, snow removal, heating and plumbing
repairs, laundry and dry cleaning, pest control and any other services as may be necessary
or desirable in connection with the Resort.

. Equipment. The Manager shall, with the approval from the Board of
Directors, lease and/or purchase office equipment including but not limited to,
calculators, telephone equipment, computers and any other office items, equipment,
supplies and facilities which may be necessary or desirable in connection with
management of the Resort.

5.5 Limitation on Pow: 1. Notwithstanding the powers of the
Manager as set forth in Paragraphs 5.1 through 5.4, above, Manager shall not: make the
final determination of estimated expenses, annual budgets and assessments based
thereon; promulgate rules and regulations; open bank accounts; purchase, hold, sell,
convey or mortgage any interest in the Resort; or bring, prosecute and settle litigation; or
enter into any contract in the name of the Association for goods or services for a term
greater than one (1) year unless the Owners are first given a chance to vote on the
contract and a majority of all Owners do not vote against the contract, except for: -

(i) the management contract and any management subcontract;
(ii)  any contract for utility services;

(iii) insurance policies;

(iv)  alease of Common Furnishings;

(v)  an Exchange Agreement;

(vi) Joint Use Agreement; and

(vii) Easement Agreement.



5.6 Limited Liability. Manager shall not be responsible for the acts,
omissions to act or conduct of any of the Owners, Exchange Users or Rental Guests, or
for the breach of any of the obligations of any of the Owners, Exchange Usets or Rental
Guests.

5.7 Miscellaneous, Manager is further authorized to do all things reasonably
deemed necessary or desirable for the proper maintenance and operation of the Resort.

6. Compensation of Manager. For the full and faithful performance of the duties
provided for herein during the term hereof, the Manager shall be entitled to receive
annual compensation (“Compensation”) of $368,424. Manager is permitted to pay itself
monthly in 12 equal payments that total the annual amount. Nothing herein shall be
interpreted to entitle Manager to anything other than the Compensation in the event of
early termination of this Agreement. Each successive year of the Agreement, the
Compensation paid to Manager will be adjusted upward or stay the same if the CPI goes
down or does not change in January of that year by a percentage amount equal to the
most recent annual percentage change in the Canadian Consumer Price Index (“CPI”)
ALL ITEMS index Province of Ontario, with the Base Period: (1992=100).

If the government stops publishing the reférenced CPI measure, then the most similar
index available will be used in its place.

Manager shall not be required to perform any act or duty hereunder involving an
expenditure of money unless there shall be sufficient funds therefore in the bank accounts
of the Association; if at any time the funds in the bank accounts of the Association are
not sufficient to pay the charges incident to this Agreement, Manager shall, under no
circumstances, be required to advance such necessary sums.

All discounts, rebates or commissions or like items shall inure to the benefit of the
Association,

7. Indemnification.

7.1 Manager’s Indemnification. The Manager shall protect, indemnify and
hold the Association harmless from and against any and all losses, costs, expenses,
damages or liabilities (including, without limitation, the cost of litigation and attorneys’
fees) arising out of any negligence or willful misconduct of Manager or related in any
way to the negligent or willful failure or refusal of Manager to comply timely and fully
with each of its obligations, promises and covenants set forth in this Agreement.

7.2  Association’s Indemnification. The Association shall protect, indemnify
and hold Manager harmless from and against any and all losses, costs, expenses, damages
or liabilities (including, without limitation, the cost of litigation and attorneys’ fees)
arising out of any negligent or willful misconduct of the Association, its Directors or
Officers, or litigation in which Manager is named as a party solely by virtue of Manager’s
engagement under this Agreement.



8. Notices. Any notice, request, demand, instruction or other document to be given
hereunder to any party shall be in writing and shall either be personally delivered to the
person at the appropriate address set forth below (in which event such notice shall be
deemed effective only upon such delivery) or delivered by mail, sent by registered or
certified mail, return receipt requested, as follows:

If the Association:  Its: President
Carriage Hills Vacation Owners Association
Box 58, Horseshoe Valley Road, RR#1
Barrie, ON L4M 4Y8
Canada

If to Manager: Its: Vice-President
Carriage Hills Hospitality, Inc.
PO Box 10, Horseshoe Valley Road, RR#1
Barrie, ON L4M 4Y8
Canada

Notices so mailed shall be deemed to have been given seventy-two (72) hours after the
deposit of same in any Canada Post Office in the Province to which the notice is
addressed or ninety-six (96) hours after deposit in any such post office box other than in
the Province to which the notice is addressed as set forth above. The addresses and
addressees for the purpose of this paragraph may be changed by giving written notice of
such change in the manner herein provided for giving notice. Unless and until such
written notice is received, the last address and addressee stated by written notice, or as
provided herein if no written notice of change has been set or received, shall be deemed
to continue in effect for all purposes hereunder.

9, Waiver. The waiver or failure to enforce any provision of this Agreement shall
not operate as a waiver of any future breach of such provision or of any other provisions
hereof.

10.  Merger. All understandings and agreements heretofore had between the parties
respecting the employment contemplated by this Agreement are merged by this
Agreement which fully and completely expresses the agreement of the parties. There are
no agreements except as specifically set forth in this Agreement or to be set forth in the
instruments or other documents delivered or to be delivered hereunder.

11.  Amendments. No change in or addition to, or waiver or termination of this

Agreement or any part thereof shall be valid unless in writing and signed by or on behalf
of each of the parties hereto.
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12.  Paragraph Headings. The paragraph headings herein contained are for the
purposes of identification only and shall not be considered in construing this Agreement.

13.  Successors and Assigns. All of the terms and provisions of this Agreement shall
be binding upon and inure to the benefit of and be enforceable by the parties and each of
their respective successors and assigns.” Manager may, without the consent or agreement
of the Association, assign this Agreement to any corporation, partnership or other entity
affiliated or related to Manager, provided that such entity is licensed, registered, bonded
and insured as required herein or by law and upon such assignment, Manager shall be
released from any obligations and liabilities hereunder; provided that the assignment of
this Agreement shall not impair Manager’s obligations to cooperate beyond the date of
said assignment as may be otherwise provided in this Agreement.

14.  Attorneys’ Fees. In the event of any controversy, claim or dispute between the
parties hereto arising out of or relating to this Agreement or the breach thereof results in
arbitration or litigation, the prevailing party in such proceedings shall be entitled to
recover from the losing party reasonable expenses, attorneys’ fees and costs.

15.  Severability. Every provision of the Agreement is intended to be severable. If
any term or provision hereof is illegal or invalid for any reason whatsoever, such
illegality shall not affect the validity of the remainder of the within Agreement.

16.  Applicable Law. This Agreement shall be governed by and construed in
accordance with the laws of the Province of Ontario.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date
 first above written.

'ASSOCIATION:

Carriage Hills Vacation Owners’ Association

By: Ww)y/OM“Q_Z

esident: James Davis

MANAGER:

11



Carriage Hills Hospitality, Inc.

By:@‘-ﬁdah C m
HHI Vice President: usan Ke
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This is Exhibit “F” referred to in the
Affidavit of Darren Chapelle sworn before me
this 30" day of April, 2020.

A Comyiissioner for taking affidavits




PROVINCE OF ONTARIO

RUN NUMBER : 107 MINISTRY OF GOVERNMENT SERVICES RESORT : PSSR060
RUN DATE : 2020/04/16 PERSONAL PROPERTY SECURITY RECTSTRATION SYSTEM PAGE 1
ID : 20200416095424.24 ENQUIRY RESPONSE (  2462)
CERTTFICATE
THIS IS TO CERTIFY THAT A SEARCH HAS BEEN MADE TN THE RECORDS OF THE CENTRAL OFFICE
OF THE PERSONAL FROPERTY SECURITY REGISTRATION SYSTEM IN RESPECT OF THE FOLLOWING:

TYPE OF SEARCE : BUSINESS DEBTOR
SEARCH CONDUCTED ON : CARRIAGE HILLS VACATION OWNERS ASSOCIATION
FILE CURRENCY : 15BPR 2020

ENQUIRY NUMBER 20200416095424.24 CONTATHS 5  BAGE(S), 1 FAMILY(IES).

THE SEARCE RESULTS MAY INDICATE THAT THERE ARE SOME REGISTRATTONS WHICH SET OUT A BUSTNESS DEETOR NAME

WHICH IS SIMILAR TO THE NAME IN WHICH YOUR ENQUIRY WAS MADE. IF YOU DETERMINE THAT THERE ARE OTHER

SIMTLAR BUSTHESS DEBTOR NAMES, YOO MAY REQUEST THAT ADDITIONAL ENQUIRIES EE MADE AGATNST THOSE NAMES.

CERTIFIED BY/CERTIFIE}“:S PAR
THORNTON GROUT FINNIGAN LLP - ROXANA MANEA eI OF
PERSONAL PROPERTY SECUAITY/
) LE REGISTRATEUR
igggmégooggbﬁﬁﬁgfﬁg STREET WEST DES SURETES MOBILIERES
(a5 062018
CONTINUED. . . 2

Ontario {7




PROVINCE OF ONTARTIO

RUN MUMBER : 107 MINISTRY OF GOVERNMENT SERVICES REFORT : PSSR060
RUN DATE : 2020/04/16 PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM PAGE : 2
ID @ 20200416095424.24 ENQUIRY RESPONSE (  2463)
CERTIFICATE
BUSINESS DEBTOR
CARRIAGE HILLS VACATION OWMERS ASSCCIAYION
15APR 2020
CARRIAGE RIDGE OWNERS ASSOCIATION
90 HIGHLAND DRIVE SHANTY BAY
CARRIAGE HILLS VACATION OWNERS ASSOCIATION
90 HIGELAND DRIVE SHANTY BAY 2L0
ROYNAT INC.
0% SUITE 1500, 4710 KINGSWAY ST. BURNABY BC V5H 4M2
MR
10
11
12
13 PORTABLE OFFICE(S), MOBILE OFFICE(S), OFFICE COMPLEX(S), COMPLEX(S),
14 PORTABLE STRUCTURE (S}, PORTABLE RUILDING(S) TOGETHER WITH ALL
15 ATTACHMENTS ACCESSORIES ACCESSIONS REPLACEMENTS SUBSTITUTICNS
AVS SYSTEMS INC.
CERTIFIED BY/CER'ITFIEES PAR
201 - 1325 POLSON DR- VERNON BC viT BH2
ok B O R TR R ENEQ RMAE,
F(EGESTFIAH OF

PERSONALPHOPERTYSECUHHYI
LE REGISTH,
DES SUHETES MOB!L[EHES

(eritfu 08/2018)

Ontario {2




PROVINCE OF ONTARIO

RUN NUMBER : 107 MINISTRY OF GOVERNMENT SERVICES REPCRT : PSSRO60
RUN DATE : 2020/04/16 PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM PAGE : 3
ID : 20200416095424.24 EXNQUIRY RESPONSE { 2464)
CERTIFICATE
BUSINESS DEBTOR
CARRIAGE HILLS VACATION OWNERS ASSOCIATION
15APR 2020
13 ADDITIONS AND TMPROVEMENTS THERETO AND ALL PROCEEDS IN ANY FORM
14 DERIVED DIRECTLY OR INDIRECTLY FROM ANY SALE AND OR DEALINGS WITH THE
15 COLLATERAL BND A RIGHT Y0 AN INSURANCE PAYMENT OR OTHER PAYMENT THAT
CERTIFIED BY/CERTIHE;;S PAR
REGISTRAR OF
CONTINUED. - . 4 PEFASONAL PROPERTY SECURITY/
LE REGISTHATEUR
DES SURETES MOBILIERES
{eriifu 08/2019}

Ontario %



PROVINCE OF ONTARIO

RUN NUMBER : 107 MINISTRY OF GOVERNMENT SERVICES REFPORT : PSSR060
RUM DATE : 2020/04/16 PERSCNAL PROPERTY SECURITY REGISTRATION SYSTEM PAGE : 4
ID : 20200416085424.24 ENQUTRY RESPONSE ( 2465)

CERTIFICATE

BUSINESS DEBTOR
CARRTAGE HILLS VACATION OWNERS ASSOCIATION
15AFR 2020

INDEMNIFIES OR COMPENSATES FOR 1.OSS OR DAMAGE TO THE COLLATERAL OR
PROCEEDS OF THE COLLATERAL

CERTIFIED BY/CERTIFIEES PAR

S )

REGISTRAR OF

5 PERSONAL PHOPEHTY SECURITY;
LE REGISTRATEUR
DES SURETES MCBILIERES

{erj1fu 06/2019)

Ontario {3




PROVINCE OF ONTARTO

RUN NUMBER : 107 MINISTRY OF GOVERNMENT SERVICES REEBORT : PSSRO60

RUN DATE : 2020/04/16 PERSCNAL PROPERTY SECURITY REGISTRATION SYSTEM PAGE H 5

ID : 20200416095424.24 ENQUIRY RESPONSE {  2466)

CERTIFICATE

TYPE OF SEARCH : BUSINESS DEBTOR

SEARCH CONDUCTED ON : CARRIAGE HILLS VACATION OWWERS ASSOCTATION

FILE CURRENCY : 15RPR 2020

INFORMATION RELATING TO THE REGISTRATIONS LISTED BELCOW LIS ATTACHED HERETC.
FILE NUMBER - REGISTRATION NUMEBER REGISTRATION NUMBER REGLSTRATION NUMBER REGISTRATION NUMBER
699820785 20140915 1503 1302 9596
CERTIFIED BY/CERTIFIEES PAR
REGISTRAR OF F
1 REGISTRATION(Z2) ARE REPORTEDR IN THIS ENQUIRY RESPONSE. EERHSE%fl\Iét\L PROPEH'IY SECURITY/

DES SUFIETES MOBIL!EHES

{crfis  06/2019)

Ontario




This is Exhibit “G” referred to in the
Affidavit of Darren Chapelle sworn before me
this 30" day of April, 2020.

A CommisSioner for ta ing affidavits




Court File No. CV-20-00640265-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COURTS OF JUSTICE ACT,
R.S.0. 1990, c. C.43, AS AMENDED

AND IN THE MATTER OF THE PROCEEDINGS OF
CARRIAGE HILLS VACATION OWNERS ASSOCIATION
(the “Applicant”)

CONSENT

BDO CANADA LIMITED hereby consents to act as Court-appointed Administrator in

this proceeding should such an Order be granted by the Court.
Dated at Beamsville, Ontario, this 30" day of April, 2020.

BDO CANADA LIMITED

Per: M ,,41_,;«@

Name: Brad Ne
Title:  Senior Vice-President




AND IN THE MATTER OF THE ADMINISTRATION PROCEEDINGS OF CARRIAGE
HILLS VACATION OWNERS ASSOCIATION

Court File No. CV-20-00640265-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

Proceeding commenced in Toronto

CONSENT

Thornton Grout Finnigan LLP

TD West Tower, Toronto-Dominion Centre
100 Wellington Street West, Suite 3200
Toronto, ON M5SK 1K7

Fax:(416) 304-1313

Leanne M. Williams (1.SO# 41877E)
Email: Iwilliams(@tgf.ca
Tel: (416) 304-0060

Mitchell W. Grossell (LSO # 699931)
Email: merossell@tef.ca
Tel.:(416) 304-7978

Lawyers for Applicant, Carriage Hills
Vacation Owners Association



Court File No. CV-20-00640265-00CL
AND IN THE MATTER OF THE ADMINISTRATION PROCEEDINGS OF CARRIAGE

HILLS VACATION OWNERS ASSOCIATION

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

Proceeding commenced in Toronto

AFFIDAVIT OF DARREN CHAPELLE
(sworn April 30, 2020)

Thornton Grout Finnigan LLP

TD West Tower, Toronto-Dominion Centre
100 Wellington Street West, Suite 3200
Toronto, ON M5K 1K7

Fax:(416) 304-1313

Leanne M. Williams (LSO# 41877E)
Email: Iwilliams@tgf.ca
Tel: (416) 304-0060

Mitchell W. Grossell (LSO # 69993I)

Email: marossell@tgf.ca
Tel.:(416) 304-7978

Lawyers for Applicant, Carriage Hills
Vacation Owners Association
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Court File No. CV-20-00640265-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE ) DAY, THE 7™
)
MADAME JUSTICE CONWAY ) DAY OF MAY, 2020

IN THE MATTER OF THE COURTS OF JUSTICE ACT,
R.S.0. 1990, c. C.43, AS AMENDED

AND IN THE MATTER OF THE ADMINISTRATION
PROCEEDINGS OF CARRIAGE HILLS VACATION
OWNERS ASSOCIATION (the “Applicant”)

ORDER
(appointing Administrator)
THIS APPLICATION made by the Applicant for an Order pursuant to section 101 of
the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended (the “CJA”) appointing BDO

Canada Limited (“BDQ”) as administrator (the “Administrator”) without security, in respect of:

@) the Applicant and all the Applicant’s present and future assets, undertakings and

properties (collectively, the “Property”), and

(b)  all the lands and premises on which the Applicant operates the timeshare resort
known as Carriage Hills Resort, legally described in Schedule “A” hereto,
collectively owned by the members of the Applicant (the “Members”) as tenants
in common, as recorded in the Land Registry Office for the Land Titles Division
of Simcoe (No. 51) (collectively, the “Lands”),

was heard this day via teleconference in, Toronto, Ontario.
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ON READING the Notice of Application, the affidavit of Darren Chapelle, sworn April
30, 2020 (the “Chapelle Affidavit”) and the Exhibits thereto, the pre-filing report of BDO and
the appendices thereto and the consent of BDO to act as Administrator, and on hearing the
submissions of counsel for the Applicant and no one appearing for any other parties on the
service list set out in the Notice of Application, although duly served as appears from the

affidavit of service of Mitchell Grossell, sworn April 30, 2020,

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and the
Application Record is hereby abridged and service is validated so that this Application is

properly returnable today and further service thereof is hereby dispensed with.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 101 of the CJA, BDO is hereby
appointed as Administrator, without security, in respect of:

@ the Applicant and the Property, including all proceeds thereof, and
(b)  the Lands, including all proceeds thereof.

(the Property and the Lands, including all proceeds thereof collectively,
the “Resort Assets”).

3. THIS COURT ORDERS that the Administrator is not and shall not be deemed to be a
“receiver” within the meaning of the Bankruptcy and Insolvency Act (Canada) (the “BIA”) and
shall not be required to comply with the provisions of the BIA applicable to receivers including,
without limiting the generality of the foregoing, any requirement to provide notice of its
appointment or any statements or reports to any Persons (as defined below), including the Office
of the Superintendent in Bankruptcy, in accordance with sections 245 and 246 of the BIA.

4. THIS COURT ORDERS that the Applicant, its members, officers, directors, agents and
advisors shall advise the Administrator of all material steps taken by the Applicant pursuant to
this Order, and shall co-operate fully with the Administrator in the exercise of its powers and
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discharge of its obligations and provide the Administrator with the assistance that is necessary to

enable the Administrator to adequately carry out the Administrator’s functions.

ADMINISTRATOR’S POWERS

5. THIS COURT ORDERS that the Administrator is hereby empowered and authorized,

but not obligated, to act at once in respect of the Resort Assets as provided in this Order and,

without in any way limiting the generality of the foregoing, the Administrator is hereby

expressly empowered and authorized to do any of the following where the Administrator

considers it necessary or desirable, in consultation with the Applicant:

(@)

(b)
(©)
(d)

(€)

(f)

(9)

to review, research and consider potential options to market, redevelop or
restructure any or all of the Resort Assets and/or the Applicant, and to advise the
Applicant thereon but, not to implement same without further Order of this Court;

to advise the Applicant in its preparation of its cash flow statements;
to review and monitor the Applicant’s cash receipts and disbursements;

to advise the Applicant in connection with possible options to meet any cash flow
deficiencies;

to advise the Applicant in connection with the restructuring of the operations of

the Applicant, including the restructuring of the ownership of the Resort Assets;

to report to this Court at such times and intervals as the Administrator may deem
appropriate with respect to matters relating to the Resort Assets, the Applicant and
its business and operations (the “Business”), and such other matters as may be

relevant to the proceedings herein;

to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on whatever
basis, including on a temporary basis, to assist with the exercise of the
Administrator’s powers and duties, including without limitation those conferred
by this Order;
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(h)  to assist the Applicant, to the extent required by the Applicant, with disseminating

information to the Members, creditors or other interested Persons;

(1) to contact, communicate with and discuss the Applicant’s business and affairs and
the Resort Assets with applicable municipal, provincial, and federal governments
and their boards, agencies, commissions, and similar bodies, regarding matters

within the Applicant’s powers pursuant to this Order;

a) to report to, and meet, communicate and discuss with such affected Persons as the
Administrator deems appropriate, on all matters relating to the Applicant, the
Resort Assets, the Business and the administration ordered herein, and to share
information, documents and other material with such Persons, subject to such
terms as to confidentiality as the Administrator or the Applicant deems advisable
and provided that the Administrator shall not have any responsibility or liability

with respect to the information disseminated by it pursuant to this paragraph; and

(k)  to take any steps reasonably incidental to the exercise of these powers or the
performance of any statutory obligations and to perform such other duties as are
required by this Order or by this Court from time to time;

and in each case where the Administrator takes any such actions or steps, it shall be exclusively
authorized and empowered to do so, to the exclusion of all other Persons except the Applicant,

where applicable pursuant to this Order.

6. THIS COURT ORDERS that the Administrator is authorized to register a copy of this

Order against title to any of or all the Lands.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE ADMINISTRATOR

7. THIS COURT ORDERS that (i) the Applicant, (ii) all of its current and former
directors, officers, employees, agents, accountants, legal counsel and members, and all other
persons acting or having acted on its instructions or behalf, and (iii) all other individuals, firms,
corporations, governmental bodies or agencies, or other entities having notice of this Order
(all of the foregoing, collectively, being “Persons” and each being a “Person”) shall forthwith
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advise the Administrator of the existence of any Property in such Person’s possession or control,
and shall grant immediate and continued access to the Resort Assets to the Administrator if so

requested by the Administrator.

8. THIS COURT ORDERS that all Persons shall forthwith advise the Administrator of the
existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the Business or the
Resort Assets, and any computer programs, computer tapes, computer disks, or other data
storage media containing any such information (the foregoing, collectively, the “Records”) in
that Person’s possession or control, and shall at the request of the Administrator provide to the
Administrator or permit the Administrator to make, retain and take away copies thereof and grant
to the Administrator unfettered access to and use of accounting, computer, software and physical
facilities relating thereto, provided however that nothing in this paragraph 8 or in paragraph 9 of
this Order shall require the delivery of Records, or the granting of access to Records, which may
not be disclosed or provided to the Administrator due to privilege, including privilege attaching

to solicitor-client communications, or to statutory provisions prohibiting such disclosure.

9. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Administrator for the purpose of allowing the Administrator to recover
and fully copy all of the information contained therein whether by way of printing the
information onto paper or making copies of computer disks or such other manner of retrieving
and copying the information as the Administrator in its discretion deems expedient, and shall not
alter, erase or destroy any Records without the prior written consent of the Administrator.
Further, for the purposes of this paragraph, all Persons shall provide the Administrator with all
such assistance in gaining immediate access to the information in the Records as the
Administrator may in its discretion require including providing the Administrator with
instructions on the use of any computer or other system and providing the Administrator with
any and all access codes, account names and account numbers that may be required to gain

access to the information.
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POSSESSION OF PROPERTY AND OPERATIONS

10. THIS COURT ORDERS that subject to the terms of this Order and further Orders of
this Court, the Applicant:

(@)

(b)

(©)

(d)

shall remain in possession and control of the Property and continue to manage the
Resort Assets under the supervision of the Administrator and the Applicant’s
board of directors, subject to and pursuant to the terms of all applicable

agreements in connection therewith;

shall continue to carry on the Business in a manner consistent with the

preservation of the Business and the Resort Assets;

Is authorized and empowered to continue to use funds in its Savings Account(s)
(as that term is defined in the Chapelle Affidavit) for the purposes set out therein
or as may be reasonably necessary for the ongoing operations of the Resort Assets
or the carrying out of the Business, and all uses of such funds by the Applicant
after the date hereof are hereby approved by this Court such that no cause of
action lies against the Applicant or any of its former or current directors or
officers solely by reason of making such uses in contravention of any agreement,
whether express or implied and whether or not such agreement predates the date
of this Order; and

is authorized and empowered to continue to retain and employ consultants, agents,
experts, accountants, counsel and such other persons (collectively, the
“Assistants”) currently retained or employed by it, with liberty to retain such
further Assistants as it deems reasonably necessary or desirable in the ordinary
course of its Business or for the carrying out of the terms of this Order.

11. THIS COURT ORDERS that, except as otherwise provided to the contrary herein, the

Applicant shall be entitled, but not required to pay, or cause to be paid on its behalf, all

reasonable expenses incurred by the Applicant in carrying on the Business in the ordinary course

and in carrying out the provisions of this Order, which expenses shall include, without limitation:



(@)

(b)

(@)

(b)

12. THIS

-7-

in the event that the Applicant employs any Persons, all outstanding and future
wages, salaries, employee benefits, vacation pay and expenses payable on or after
the date of this Order, in each case incurred in the ordinary course of business and

consistent with existing compensation policies and arrangements;

the fees and disbursements of any Assistants retained or employed by the

Applicant in respect of these proceedings, at their standard rates and charges;

all expenses and capital expenditures reasonably necessary for the preservation of
the Resort Assets or the Business including, without limitation, payments on
account of insurance (including directors and officers insurance), maintenance and
security services, provided that the Applicant shall not make, or enter into any
agreement in respect of, any capital expenditures exceeding $100,000 in the
aggregate after the date of this Order except with the written consent of the

Administrator or pursuant to further Order of this Court; and

payment for goods or services actually supplied to the Applicant, whether prior or

subsequent to the time of the granting of this Order.

COURT ORDERS that the Applicant shall, in accordance with legal

requirements, remit or pay, or cause to be remitted or paid on its behalf:

(a)

(b)

in the event that the Applicant employs any Persons, any statutory deemed trust
amounts in favour of the Crown in right of Canada or of any Province thereof or
any other taxation authority which are required to be deducted from employees’
wages, including, without limitation, amounts in respect of (i) employment

insurance, (ii) Canada Pension Plan, and (iii) income taxes;

all goods and services, harmonized sales or other applicable sales taxes
(collectively, “Sales Taxes”) required to be remitted by the Applicant in
connection with the sale of goods and services by the Applicant, but only where
such Sales Taxes are accrued or collected after the time of the granting of this

Order, or where such Sales Taxes were accrued or collected prior to the time of
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the granting of this Order but not required to be remitted until on or after the date
of this Order; and

any amount payable to the Crown in right of Canada or of any Province thereof or
any political subdivision thereof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitled at law to be paid in priority to claims of secured
creditors and which are attributable to or in respect of the carrying on of the
Business by the Applicant.

RESTRUCTURING

13. THIS COURT ORDERS that subject to the terms of this Order and further Orders of
this Court, the Applicant shall have the right to:

(a)

(b)

meet, communicate and discuss with such affected Persons as the Applicant
deems appropriate, on all matters relating to the Applicant, the Resort Assets, the
Business and the administration ordered herein, provided that the Applicant or its
counsel notifies the Administrator regarding any communication that the

Applicant has with any affected Persons prior to issuing any communications; and

with the consent of the Administrator, dispose of redundant or non-material
Property not exceeding $1 million in any one transaction or $4 million in the
aggregate.

NO PROCEEDINGS AGAINST THE ADMINISTRATOR

14, THIS COURT ORDERS that no proceeding or enforcement process in any court or

tribunal (each, a “Proceeding”), shall be commenced or continued against the Administrator

without leave of this Court pursuant to motion brought on at least 7 days’ notice.

NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY

15. THIS COURT ORDERS that no Proceeding against or in respect of the Applicant or the

Resort Assets shall be commenced or continued, and any and all Proceedings currently under

way against or in respect of the Applicant or the Resort Assets are hereby stayed and suspended
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pending further Order of this Court, except with the written consent of the Applicant and the

Administrator, or with leave of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

16. THIS COURT ORDERS that all rights and remedies against the Applicant, the
Administrator, or affecting the Business or the Resort Assets, are hereby stayed and suspended,
except with the written consent of the Applicant and the Administrator, or leave of this Court,
provided however that this stay and suspension does not apply in respect of any “eligible
financial contract” as defined in the BIA, and further provided that nothing in this paragraph
shall (i) empower the Administrator or the Applicant to carry on any business which the
Applicant is not lawfully entitled to carry on, (ii) exempt the Administrator or the Applicant from
compliance with statutory or regulatory provisions relating to health, safety or the environment,
(iii) prevent the filing of any registration to preserve or perfect a security interest, or (iv) prevent

the registration of a claim for lien.

NO INTERFERENCE WITH THE APPLICANT

17. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease to perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by the Applicant, without written consent of the Applicant
and Administrator or leave of this Court.

CONTINUATION OF SERVICES

18. THIS COURT ORDERS that all Persons having oral or written agreements with the
Applicant or statutory or regulatory mandates for the supply of goods and/or services, including
without limitation, all computer software, communication and other data services, centralized
banking services, payroll services, insurance, transportation services, utility or other services to
the Applicant are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Applicant, and that the Applicant shall be entitled to the continued use of its current telephone
numbers, facsimile numbers, internet addresses and domain names, provided in each case that
the normal prices or charges for all such goods or services received after the date of this Order
are paid by the Applicant in accordance with normal payment practices of the Applicant or such
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other practices as may be agreed upon by the supplier or service provider and the Applicant and

the Administrator, or as may be ordered by this Court.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

19. THIS COURT ORDERS that no Proceeding may be commenced or continued against
any of the former, current or future directors or officers of the Applicant with respect to any
claim against the directors or officers that arose before the date hereof and that relates to any
obligations of the Applicant whereby the directors or officers are alleged under any law to be
liable in their capacity as directors or officers for the payment or performance of such

obligations, until the Administrator is discharged.

EMPLOYEES

20.  THIS COURT ORDERS that all employees of the Applicant, if any, shall remain the
employees of the Applicant until such time as the Applicant may terminate the employment of
such employees, as applicable. The Administrator shall not be liable for any employee-related
liabilities, including any successor employer liabilities.

LIMITATIONS ON THE ADMINISTRATOR’S LIABILITY

21. THIS COURT ORDERS that the Administrator shall not, unless permitted by further
Order of this Court and consented to by the Administrator, take possession of the Resort Assets
and shall take no part whatsoever in the management or supervision of the management of the
Business, save and except for the Administrator’s duties and obligations within this Order, and
shall not, by fulfilling its obligations hereunder, be deemed to have taken or maintained
possession or control of the Business or the Resort Assets, or any part thereof.

22.  THIS COURT ORDERS that nothing in this Order shall be construed in resulting in the
Administrator being or being deemed to be an officer, director, responsible person or operator of
the Applicant or the Resort Assets within the meaning of any statute, regulation, rule or law for

any purpose whatsoever.

23.  THIS COURT ORDERS that, pursuant to clauses 7(1)(a) and 7(2)(d) of the Canada
Personal Information Protection and Electronic Documents Act, the Administrator may collect

and use personal information of Members and other identifiable individuals, but only in a
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manner which is in all material respects identical to the prior use of such information by the
Applicant or otherwise to the extent desirable or required to fulfil the Administrator’s duties as

are required by this Order or by this Court from time to time.

24. THIS COURT ORDERS that nothing herein shall require the Administrator to occupy
or to take control, care, charge, possession or management (separately and/or collectively,
“Possession”) of any of the Resort Assets that might be environmentally contaminated, might be
a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release or deposit
of a substance contrary to any federal, provincial or other law respecting the protection,
conservation, enhancement, remediation or rehabilitation of the environment or relating to the
disposal of waste or other contamination including, without limitation, the Canadian
Environmental Protection Act, the Environmental Protection Act (Ontario), the Ontario Water
Resources Act, or the Occupational Health and Safety Act (Ontario) and regulations thereunder
(the “Environmental Legislation”), provided however that nothing herein shall exempt the
Administrator from any duty to report or make disclosure imposed by applicable Environmental
Legislation. The Administrator shall not, as a result of this Order or anything done in pursuance
of the Administrator’s duties and powers under this Order, be deemed to be in Possession of any
of the Resort Assets within the meaning of any Environmental Legislation, unless it is actually in

possession.

25. THIS COURT ORDERS that, in addition to the rights and protections afforded to the
Administrator under this Order or as an officer of this Court, the Administrator shall incur no
liability or obligation as a result of its appointment or the carrying out the provisions of this

Order, save and except for any gross negligence or wilful misconduct on its part.

ADMINISTRATOR’S AND OTHERS” ACCOUNTS

26. THIS COURT ORDERS that the Administrator, counsel to the Administrator and
counsel to the Applicant shall be paid:

@ in respect of services relating to both the Applicant and Carriage Ridge Owners
Association in its administration, 69% of, and
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(b) in respect of services for the benefit of, or relating virtually entirely to, the

Applicant alone, 100% of

their reasonable fees and disbursements, in each case at their standard rates and charges, by the
Applicant as part of the costs of these proceedings unless otherwise ordered by the Court. The
Applicant is hereby authorized and directed to pay from time to time the interim accounts of the
Administrator, counsel to the Administrator and counsel to the Applicant in accordance with the

foregoing.

27. THIS COURT ORDERS that the Administrator, counsel to the Administrator and
counsel to the Applicant shall be entitled to and are hereby granted a charge (the
“Administration Charge”) on the Property, as security for such fees and disbursements incurred
in respect of these proceedings, both before and after the making of this Order in respect of these
proceedings, and that the Administration Charge shall form a first charge on the Property in the
maximum amount of $350,000 in priority to all security interests, trusts, liens, charges and

encumbrances, statutory or otherwise, in favour of any Person.

28. THIS COURT ORDERS that the Administrator and counsel to the Administrator shall
pass their accounts from time to time, and for this purpose the accounts of the Administrator and
counsel to the Administrator are hereby referred to a judge of the Commercial List of the Ontario

Superior Court of Justice.

VALIDITY AND PRIORITY OF CHARGE CREATED BY THIS ORDER

29. THIS COURT ORDERS that the filing, registration or perfection of the Administration
Charge shall not be required, and that the Administration Charge shall be valid and enforceable
for all purposes, including as against any right, title or interest filed, registered, recorded or
perfected prior or subsequent to the Administration Charge coming into existence,

notwithstanding any such failure to file, register, record or perfect.

30. THIS COURT ORDERS that the Administration Charge shall constitute a charge on the
Property and such Administration Charge shall rank in priority to all other security interests,
trusts, liens, charges and encumbrances, claims of secured creditors, statutory or otherwise

(collectively, “Encumbrances”) in favour of any Person.
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31. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Applicant shall not grant any Encumbrances over any
Property that rank in priority to, or pari passu with, the Administration Charge, unless the
Applicant also obtains the prior written consent of the Administrator or further Order of this

Court.

32.  THIS COURT ORDERS that the Administration Charge shall not be rendered invalid
or unenforceable and the rights and remedies of the chargees entitled to the benefit of the
Administration Charge (collectively, the “Chargees”) shall not otherwise be limited or impaired
in any way by (a) the pendency of these proceedings; (b) any application(s) for bankruptcy
order(s) issued pursuant to BIA, or any bankruptcy order made pursuant to such applications; (c)
the filing of any assignments for the general benefit of creditors made pursuant to the BIA; (d)
the provisions of any federal or provincial statutes; or (€) any negative covenants, prohibitions or
other similar provisions with respect to borrowings, incurring debt or the creation of
Encumbrances, contained in any existing loan documents, lease, sublease, offer to lease or other
agreement (each, an “Agreement”) which binds the Applicant, and notwithstanding any
provision to the contrary in any Agreement:

@) the creation of the Administration Charge shall not create or be deemed to

constitute a breach by the Applicant of any Agreement to which it is a party;

(b) none of the Chargees shall have any liability to any Person whatsoever as a result
of any alleged breach of any Agreement caused by or resulting from the creation

of the Administration Charge; and

(©) the payments made by the Applicant pursuant to this Order, and the granting of
the Administration Charge, do not and will not constitute preferences, fraudulent
conveyances, transfers at undervalue, oppressive conduct, or other challengeable

or voidable transactions under any applicable law.
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CORPORATE MATTERS

33. THIS COURT ORDERS that until further Order of this Court:

@) the Applicant is hereby relieved of any obligation to call and hold an annual or
special meeting of Members, and if the term of a director of the Applicant expires
before the next annual or special meeting that is held, such term is hereby

extended until such annual or special meeting; and

(b) any and all rights of Members to call and hold a special meeting of Members, to
take any action by written ballot, to remove any director of the Applicant or to
veto or direct any action of the Applicant, its board of directors in its capacity as

manager, or any successors or assignees thereof, are hereby stayed and suspended.
SERVICE AND NOTICE

34.  THIS COURT ORDERS that the Applicant shall make commercially reasonable efforts
to inform the Members of this Order and any upcoming motions in these proceedings by issuing
a notice substantially in the form attached hereto as Schedule “B” (the “Member Notice”) to the
Members by:

@) causing the Manager (as defined in the Chapelle Affidavit) to send the Member
Notice via electronic mail to all of those Members for which they have email

addresses; and

(b) posting the notice and any other subsequent notices with respect to these

proceedings, on the Applicant’s website.

35. THIS COURT ORDERS that the Applicant, the Administrator and their respective
counsel are at liberty to serve or distribute this Order, any Member Notice, any other materials
and orders as may be reasonably required in these proceedings, including any notices, or other
correspondence, by forwarding true copies thereof by electronic message to the Members, the
Applicant’s creditors or other interested parties and their advisors. For greater certainty, any

such distribution or service shall be deemed to be in satisfaction of a legal or juridical obligation,
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and notice requirements within the meaning of clause 3(c) of the Electronic Commerce
Protection Regulations, Reg. 81000-2-175 (SOR/DORS).

36. THIS COURT ORDERS that the sending and posting of the Member Notice in
accordance with this Order, and the completion of the other requirements of this Order, shall
constitute good and sufficient delivery of notice of this Order on all the Members who may be
entitled to receive notice, and no other notice need be given or made and no other document or

material need by sent to or served upon any Member in respect of this Order.

37. THIS COURT ORDERS that the E-Service Guide of the Commercial List
(the “Guide”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Guide (which can be found on the Commercial List

website at http://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-

commercial/) shall be valid and effective service. Subject to Rule 17.05 this Order shall
constitute an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure.
Subject to Rule 3.01(d) of the Rules of Civil Procedure and paragraph 13 of the Guide, service of
documents in accordance with the Guide will be effective on transmission. This Court further
orders that a Case Website shall be established by the Administrator in accordance with the

Guide with the following URL: www.bdo.ca/en-ca/extranets/carriage.

38. THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Guide is not practicable, the Applicant and the Administrator are at liberty to serve or
distribute this Order, any other materials and orders in these proceedings, and any notices or
other correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier,
personal delivery or facsimile transmission to the intended recipient, including the Applicant’s
creditors or other interested parties, at their respective addresses as last shown in the Applicants’
records and, in the case of a Member, in accordance with paragraph 34, and that any such service
or distribution by courier, personal delivery or facsimile transmission shall be deemed to be
received on the next business day following the date of forwarding thereof, or if sent by ordinary

mail, on the third business day after mailing.
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GENERAL

39. THIS COURT ORDERS that each of the Applicant and the Administrator may from
time to time apply to this Court for advice and directions in the discharge of their powers and

duties hereunder.

40.  THIS COURT ORDERS that nothing in this Order shall prevent the Administrator from
acting as an interim receiver, a receiver, a receiver and manager, a monitor, a proposal trustee, or

a trustee in bankruptcy in respect of the Applicant, the Business or the Resort Assets.

41.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give
effect to this Order and to assist the Applicant, the Administrator and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative bodies
are hereby respectfully requested to make such orders and to provide such assistance to the
Applicant and to the Administrator, as an officer of this Court, as may be necessary or desirable
to give effect to this Order, to grant representative status to the Administrator in any foreign
proceeding, or to assist the Applicant and the Administrator and their respective agents in

carrying out the terms of this Order.

42.  THIS COURT ORDERS that the Applicant and the Administrator be at liberty and are
hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order, and that the Administrator is authorized and empowered to act as a
representative in respect of the within proceedings for the purpose of having these proceedings

recognized in a jurisdiction outside Canada.

43. THIS COURT ORDERS that the Applicant or the Administrator or any other interested
party may apply to this Court to vary or amend this Order on not less than seven (7) days’ notice
to the Applicant and the Administrator and to any other party likely to be affected by the order
sought or upon such other notice, if any, as this Court may order.

44,  THIS COURT ORDERS that, unless impracticable or otherwise ordered by further

Order of this Court, all motions in this administration may be heard together with motions in the
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administration of Carriage Ridge Owners Association (Court file no. CV-20-00640266-00CL)

seeking substantially similar relief.

45, THIS COURT ORDERS that this Order and all its provisions are effective as of
12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.




SCHEDULE “A”
LEGAL DESCRIPTION OF CARRIAGE HILLS PROPERTY

Parcel 1-16 Section 51-Oro-3

SUBJECT TO an easement over Part of Lots 2 and 3 Concession 4, Township of Oro, Part 5
Plan 51r-26764 as set out in Instrument Number 323091 in favour of Part of Lot 2 Concession 4,
Township of Oro, designated as Parts 11, 12, 13 and 14 on Plan 51r-26764 being Parcel 1-17
Section 51-Oro-3, and, in favour of Part of Lot 2 Concession 4, Township of Oro, designated as
Parts 1, 2, 3, 4, 15, 16 and 17 on Plan 51r-26764 being Parcel 1-18 Section 51-Oro-3.

TOGETHER WITH an easement over Part Lot 2 Concession 4, Township of Oro, being Part of
Parcel 1-17 Section 51-Oro-3 being Part 11 Plan 51r-26764 as set out in Instrument Number
323092,

TOGETHER WITH an easement over Part of Lot 2 Concession 4, Township of Oro, being Part
of Parcel 1-18 Section 51-Oro-3 being Parts 1 and 16 Plan 51r26764 as set out in Instrument
Number 323093.



NOTICE TO OWNERS OF
CARRIAGE RIDGE RESORT AND CARRIAGE HILLS RESORT

PLEASE TAKE NOTICE that on May 7, 2020, Carriage Ridge Owners Association and
Carriage Hills Vacation Owners Association (collectively, the “Applicants”), commenced
independent, but parallel, administration proceedings under the Courts of Justice Act, R.S.0. 1990
c. C. 43, as amended (the “Administration Proceedings”) and BDO Canada Limited was
appointed as administrator of the Applicants (in such capacity, the “Administrator”) by Orders
of the Ontario Superior Court of Justice (Commercial List) (the “Court”) dated May 7, 2020 (the
“Administration Orders”)

PLEASE TAKE FURTHER NOTICE that the Applicants have brought a motion
seeking [BRIEFLY DESCRIBE RELIEF SOUGHT] which is to be heard by the Court on [DATE].

Copies of the Motion Record for the upcoming proceeding, the Administration Orders and
the other documents related to these Administration Proceedings will be posted on the

Administrator’s website at: www.bdo.ca/en-ca/extranets/carriage.

In the event that your contact information is out of date, we ask that you update your
information on the Administrator’s website on the link noted above. If you have any other
questions or concerns please feel free to contact the Administrator at either
BDOCarriageHills@bdo.ca and BDOCarriageRidge@bdo.ca .
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Court File No. -20- -
ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE —— ) WEEKDBAYDAY, THE #7™
MADAME JUSTICE ——CONWAY ) DAY OF MONTHMAY, 26¥R2020
PLAINTIFEF!

Plaintift
—and—
DEFENDANT
Detendant

R.S.0. 1990, c. C.43, AS AMENDED
AND IN THE MATTER OF THE ADMINISTRATION

PROCEEDINGS OF CARRIAGE HILLS VACATION

13 . 99

ORDER
(appointing ReeeiverAdministrator)

THIS MOTIONAPPLICATION made by the Plaintiff? Applicant for an Order pursuant

"BIAY-and section 101 of the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended (the

"CJA"”) appointing |RECEIVER'S NAME} as receiver fand manager] (in such capacitios, the




security, in 1 t of:

(a)  the Applicant and all ef-the_Applicant’s present and future assets, undertakmgs

f Sim 1 llectively, the “Lan
was heard this day at330-University-Avenueyia teleconference in, Toronto, Ontario.

ON READING the Notice of Application, the affidavit of INAME]Darren Chapelle,

sworn WAMI and the Exhibits thereto&m;
& e act as Ad ator, and

on hearing the submissions of counsel for PNAMES}the Applicant and no one appearing for
NAME]any other parties on the service list set out in the Notice of Application, although duly
served as appears from the affidavit of service of fNAME{Mitchell Grossell, sworn DATE}and-

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of MetienApplication
and the MetionApplication Record is hereby abridged and service is validated® so that this
metionApplication is properly returnable today and hereby-dispenses-with-further service thereof_
is hereby di | with.




APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(H-efthe BlA—andseetien-101 of
the CJA, [RECEFVER'S NAMEIBDO is hereby appointed Reeeiveras Administrator, without

security, ol all of the assets. undertakings and propertics of the Debtor acquired for. or used

(a) the Applicant and the Property, including all pr thereof, an

(b)  the Lands, including all proceeds thereof.

ADMINISTRATOR’S POWERS

5. 3-THIS COURT ORDERS that the ReeetverAdministrator is hereby empowered and

authorized, but not obligated, to act at once in respect of the PropertyResort Assets as provided in
this Order and, without in any way limiting the generality of the foregoing, the

ReeeiverAdministrator is hereby expressly empowered and authorized to do any of the following
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where the ReeetverAdministrator considers it necessary or desirable, in _consultation with the

Applicant:

(a)

E

to_revi I rch _an nsider tential tions to market, r 1 r

all-preeeeds;monitor the Applicant’s cash receipts and disbursements—arisine—out
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(g) (é&—to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on whatever
basis, including on a temporary basis, to assist with the exercise of the

Reeetver' Administrator’s powers and duties, including without limitation those

conferred by this Order;
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@ Gm)-to report to, and meet—with, communicate and discuss with such affected
Persons (as-defined-belew)-as the ReeeiverAdministrator deems appropriate, on all
matters relating to the PropertyApplicant, the Resort Assets, the Business and the
reeetvershipadministration ordered herein, and to share information, documents
and other material with such Persons, subject to such terms as to confidentiality as
the ReeetverAdministrator or the Applicant deems advisable:_and provided that

| Imini hall | ibili liabili il |

(k)  -to take any steps reasonably incidental to the exercise of these powers or the

performance of any statutory obligations-_and to perform such other duties as are
ired by this Ord by this C ; . .

and in each case where the ReeeiverAdministrator takes any such actions or steps, it shall be

exclusively authorized and empowered to do so, to the exclusion of all other Persons (as-defined-




[

Order against title to any of or all the [.ands.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE
RECEIVERADMINISTRATOR

1. 4—THIS COURT ORDERS that (i) the BebtorApplicant, (ii) all of its current and
former directors, officers, employees, agents, accountants, legal counsel and
shareholdersmembers, and all other persons acting_or having acted on its instructions or behalf,
and (iii) all other individuals, firms, corporations, governmental bodies or agencies, or other

19

entities having notice of this Order (all of the foregoing, collectively, being ““Persons"” and each

being a ““Person'”) shall forthwith advise the ReeeiverAdministrator of the existence of any

Property in such Person'’s possession or control, and shall grant immediate and continued access

to the PrepertyResort Assets to the Reeeiver,and-shall-deliverall-such-Property-to-the Reeeiver
he Receiver! mini if Lby mini '

8. 5 ——THIS COURT ORDERS that all Persons shall forthwith advise the
ReeerverAdministrator of the existence of any books, documents, securities, contracts, orders,
corporate and accounting records, and any other papers, records and information of any kind
related to the businessBusiness or affairs—of-the DebterResort Assets, and any computer

programs, computer tapes, computer disks, or other data storage media containing any such

1ee "9

Records™”) in that Person'’s possession or control,

and shall at the request of the Administrator provide to the ReeeiverAdministrator or permit the
ReeeiverAdministrator to make, retain and take away copies thereof and grant to the

ReeeiverAdministrator unfettered access to and use of accounting, computer, software and

information (the foregoing, collectively, the

physical facilities relating thereto, provided however that nothing in this paragraph 58 or in
paragraph 69 of this Order shall require the delivery of Records, or the granting of access to
Records, which may not be disclosed or provided to the ReeeiverAdministrator due to

theprivilege, including privilege attaching to solicitor-client eemmunieationcommunications, or

due-to statutory provisions prohibiting such disclosure.

9. 6-THIS COURT ORDERS that if any Records are stored or otherwise contained on a

computer or other electronic system of information storage, whether by independent service
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provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the ReeetverAdministrator for the purpose of allowing the
ReeeiverAdministrator to recover and fully copy all of the information contained therein whether
by way of printing the information onto paper or making copies of computer disks or such other
manner of retrieving and copying the information as the ReeetverAdministrator in its discretion
deems expedient, and shall not alter, erase or destroy any Records without the prior written
consent of the ReeetverAdministrator. Further, for the purposes of this paragraph, all Persons
shall provide the ReeetverAdministrator with all such assistance in gaining immediate access to
the information in the Records as the ReeeiverAdministrator may in its discretion require
including providing the ReeeiverAdministrator with instructions on the use of any computer or
other system and providing the ReeetverAdministrator with any and all access codes, account

names and account numbers that may be required to gain access to the information.
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(b) shall continue to carry on the Business in a manner consistent with the

lel I n_of makin h in_contravention of an reement, whether
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nt of insurance (including directors and officers insuran maintenance an
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Busin nd th ministration ordered herein, provi that the Applicant or it

NO PROCEEDINGS AGAINST THE RECEIVERADMINISTRATOR

14.  &-THIS COURT ORDERS that no proceeding or enforcement process in any court or
tribunal (each, a ““Proceeding"”), shall be commenced or continued against the Reeetverexeept
with—the—written—consent—ofthe Receiver—or—withAdministrator without leave of this Court_

ion | | I 7 days’ notice.
NO PROCEEDINGS AGAINST THE BEBTORAPPLICANT OR THE PROPERTY

15. 9—THIS COURT ORDERS that no Proceeding against or in respect of the
DebtorApplicant or the Property-Resort Assets shall be commenced or continued-exeept-with-the-
written-consent-of the Reeerveror-with-eave-ef this-Court, and any and all Proceedings currently
under way against or in respect of the BebtorApplicant or the PropertyResort Assets are hereby
stayed and suspended pending further Order_of this Court, except with the written consent of the
Applicant and the Administrator, or with leave of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

16.  10-THIS COURT ORDERS that all rights and remedies against the BebterApplicant,
the ReeetverAdministrator, or affecting the PrepertyBusiness or the Resort Assets, are hereby
stayed and suspended, except with the written consent of the ReeetverApplicant and the
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Administrator, or leave of this Court, provided however that this stay and suspension does not
apply in respect of any ““eligible financial contract"” as defined in the BIA, and further provided
that nothing in this paragraph shall (i) empower the ReeeiverAdministrator or the
PebterApplicant to carry on any business which the PebterApplicant is not lawfully entitled to
carry on, (i1) exempt the ReeetverAdministrator or the DebterApplicant from compliance with
statutory or regulatory provisions relating to health, safety or the environment, (ii1) prevent the

filing of any registration to preserve or perfect a security interest, or (iv) prevent the registration

of a claim for lien.

NO INTERFERENCE WITH THE RECEINVERAPPLICANT

17. H-—-THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter,
interfere with, repudiate, terminate or cease to perform any right, renewal right, contract,

agreement, licence or permit in favour of or held by the PebterApplicant, without written consent
of the ReeeiverApplicant and Administrator or leave of this Court.

CONTINUATION OF SERVICES

18.  12-THIS COURT ORDERS that all Persons having oral or written agreements with the
PebterApplicant or statutory or regulatory mandates for the supply of goods and/or services,
including without limitation, all computer software, communication and other data services,
centralized banking services, payroll services, insurance, transportation services, utility or other
services to the DebtorApplicant are hereby restrained until further Order of this Court from
discontinuing, altering, interfering with or terminating the supply of such goods or services as
may be required by the ReeetverApplicant, and that the ReeetverApplicant shall be entitled to the
continued use of the-Debter'sits current telephone numbers, facsimile numbers, internet addresses
and domain names, provided in each case that the normal prices or charges for all such goods or
services received after the date of this Order are paid by the ReeeiverApplicant in accordance
with normal payment practices of the BebterApplicant or such other practices as may be agreed

upon by the supplier or service provider and the ReeetverApplicant and the Administrator, or as
may be ordered by this Court.
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EMPLOYEES

20. +4-THIS COURT ORDERS that all employees of the PebterApplicant, if any, shall
remain the employees of the DebtorApplicant until such time as the Reeetver,—onthe Debter's

behalfApplicant may terminate the employment of such employees, as applicable. The
ReeeiverAdministrator shall not be liable for any employee-related liabilities, including any

successor employer liabilities-as-providedfor-in—seetion14-06(1-2)-of the BlA-other-than-sueh-
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nd shall take n rt what r in the management or ision of the management of th

hall not fulfilling it ligations hereunder med to h taken or maintain
possession or control of the BIABusiness or under—the Wase Farner—Protection—Prosrant

23.  15-THIS COURT ORDERS that, pursuant to elanse-#3}eclauses 7(1)(a) and 7(2)(d)

of the Canada Personal Information Protection and Electronic Documents Act, the Reeerver
shal-diseloseAdministrator may collect and use personal information of_Members and other

identifiable individuals—te—prospective—purchasers—orbidde or—the Property—and—te

. but only in a manner which is
in all material respects identical to the prior use of such information by the Debter—and-shall-

is-destroyved Applicant or otherwise to the extent desirable or required to fulfil the Administrator’s
uti ired by this Ord by this C ; . e

EHMITAHON-ON-ENVARONMENTA L LABHATHES

24. 16— THIS COURT ORDERS that nothing herein eentained—shall require the
ReeeiverAdministrator to occupy or to take control, care, charge, possession or management
(separately and/or collectively, “““Possession"”) of any of the PrepertyResort Assets that might be
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environmentally contaminated, might be a pollutant or a contaminant, or might cause or
contribute to a spill, discharge, release or deposit of a substance contrary to any federal,
provincial or other law respecting the protection, conservation, enhancement, remediation or
rehabilitation of the environment or relating to the disposal of waste or other contamination
including, without limitation, the Canadian Environmental Protection Act, the Ontario-
Environmental Protection Act_(Ontario), the Ontario Water Resources Act, or the—Ontario
Occupational Health and Safety Act (Ontario) and regulations thereunder (the ““Environmental
Legislation"”), provided however that nothing herein shall exempt the ReeeiverAdministrator
from any duty to report or make disclosure imposed by applicable Environmental Legislation.
The ReeetverAdministrator shall not, as a result of this Order or anything done in pursuance of
the Reeeiver' Administrator’s duties and powers under this Order, be deemed to be in Possession
of any of the PropertyResort Assets within the meaning of any Environmental Legislation, unless

it is actually in possession.
ERIVHFAHON-ON-THERECENVER S L1ARITITY
25.  4+7-THIS COURT ORDERS that-the Reeetver, in addition to the rights and protections

9 [ OUTT N¢ Admin

shall incur no liability or obligation as a result of its appointment or the carrying out the

provisions of this Order, save and except for any gross negligence or wilful misconduct on its

RECEIVER'SADMINISTRATOR’S AND OTHERS’ ACCOUNTS

26. +8—THIS COURT ORDERS that the ReeeiverAdministrator, counsel to the
Administrator and counsel to the ReeeiverApplicant shall be paid :
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their reasonable fees and disbursements, in each case at their standard rates and charges, by the
Applicant as part of the costs of these proceedings unless otherwise ordered by the Court-er, The

licant is her thoriz nd directed t from time to time the passing—eofinterim
accounts;-and-thatthe Reeetver_of the Administrator, counsel to the Administrator and counsel to.
| I . | ith the f :

27.  THIS COURT ORDERS that the Administrator, counsel to the Administrator and
counsel to the ReeetverApplicant shall be entitled to and are hereby granted a charge (the

"Reeetver'sAdministration Charge"”) on the Property, as security for such fees and
disbursements_incurred in respect of these proceedings, both before and after the making of this
Order in respect of these proceedings, and that the Reeetver'sAdministration Charge shall form a
first charge on the Property in the maximum amount of $350,000 in priority to all security

interests, trusts, liens, charges and encumbrances, statutory or otherwise, in favour of any Person;-

. . 6
N. 3 D 5 0 .

28. 19-THIS COURT ORDERS that the ReeerverAdministrator and-stegal counsel_to the
Administrator shall pass istheir accounts from time to time, and for this purpose the accounts of
the ReeetverAdministrator and—its—egal counsel_to the Administrator are hereby referred to a

judge of the Commercial List of the Ontario Superior Court of Justice.




», », », A 111 1 = 111fe = =
DURT ORDERS that the Admin ation Charge sha onstitute a charge on th

ini i in priority to all_other security interests,
trusts, liens, charges and encumbrances, claims of secured creditors, statutory or otherwise;_
« ”) in favour of any Person;—but—suberdinate—in—priorityto—the-

o et o . e on 4 Q1 4(4 nd Q1 A o ho
d H O
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Pr that rank in priority t r_pari ith, the Administration Char nl th

the payments made by the
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notice requirements within the meaning of cla f the Electroni rce Pr

37. THI RT ORDERS that th nding an ting of the Member Noti
accordance with this Order, and th mpletion of the other requirements of this Order, shall

38. 25_THIS COURT ORDERS that the E-Service ProtecslGuide of the Commercial List
(the “ProtoeelGuide”) is approved and adopted by reference herein and, in this proceeding, the
service of documents made in accordance with the PreteeolGuide (which can be found on the

Commercial List website at

-directi -service- ial/) shall be valid
and effective service. Subject to Rule 17.05 this Order shall constitute an order for substituted
service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to Rule 3.01(d) of the
Rules of Civil Procedure and paragraph 21413 of the PreteeelGuide, service of documents in
accordance with the ProtoeolGuide will be effective on transmission. This Court further orders
that a Case Website shall be established by the Administrator in accordance with the

PretoeolGuide with the following URL; “<@="www.bdo.ca/en-ca/extranets/carriage.

39. 26—THIS COURT ORDERS that if the service or distribution of documents in
accordance with the PreteeolGuide is not practicable, the Reeetrver—isApplicant and the
Administrator are at liberty to serve or distribute this Order, any other materials and orders in

these proceedings, and any notices or other correspondence, by forwarding true copies thereof by

prepaid ordinary mail, courier, personal delivery or facsimile transmission to the Bebtoer'intended
recipient, including the Applicant’s creditors or other interested parties, at their respective
addresses as last shown enin the_Applicants’ records efand, in the Pebtercase of a Member, in
accordance with paragraph 33, and that any such service or distribution by courier, personal

delivery or facsimile transmission shall be deemed to be received on the next business day
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following the date of forwarding thereof, or if sent by ordinary mail, on the third business day

after mailing.

GENERAL

40.  27-THIS COURT ORDERS that each of the ReeetverApplicant and the Administrator
may from time to time apply to this Court for advice and directions in the discharge of #stheir

powers and duties hereunder.

41. 28&—THIS COURT ORDERS that nothing in this Order shall prevent the

ReeeiverAdministrator from acting as an interim receiver, a receiver, a receiver and manager, a_

monitor, a proposal trustee, or a trustee in bankruptcy in respect of the BebterApplicant, the
Business or the Resort Assets.

42.  29—-THIS COURT HEREBY REQUESTS the aid and recognition of any court,
tribunal, regulatory or administrative body having jurisdiction in Canada or in the United States
to give effect to this Order and to assist the Reeerver-Applicant, the Administrator and #stheir
respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory and

administrative bodies are hereby respectfully requested to make such orders and to provide such

assistance to the ReeetverApplicant and to the Administrator, as an officer of this Court, as may
be necessary or desirable to give effect to this Order, to grant representative status to the
Administrator in any foreign proceeding, or to assist the ReeeiverApplicant and #tsthe
Administrator and their respective agents in carrying out the terms of this Order.

43. 30-THIS COURT ORDERS that the ReeetverApplicant and the Administrator be at
liberty and isare hereby authorized and empowered to apply to any court, tribunal, regulatory or
administrative body, wherever located, for the recognition of this Order and for assistance in
carrying out the terms of this Order, and that the ReeeiverAdministrator is authorized and

empowered to act as a representative in respect of the within proceedings for the purpose of

having these proceedings recognized in a jurisdiction outside Canada.
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44. 32-THIS COURT ORDERS that_the Applicant or the Administrator or any other
interested party may apply to this Court to vary or amend this Order on not less than seven (7)
days” notice to the ReeetrverApplicant and the Administrator and to any other party likely to be

affected by the order sought or upon such other notice, if any, as this Court may order.
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