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This is the 1st Affidavit
of Donald Bergman in this case
and was made on November/ =f£/2017
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VANCOUVER REGISTRY
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e IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
S.B.C. 2002, c. 57, AS AMENDED

AND

IN THE MATTER OF THE CANADA BUSINESS CORPORATIONS ACT,
R.S.C. 1985, c. C-44, AS AMENDED

AND

IN THE MATTER OF A PLAN OF COMPROMISE AND ARRANGEMENT OF
ALL CANADIAN INVESTMENT CORPORATION

AFFIDAVIT

I, Donald Bergman, of Suite 2-781 Marine Park Drive, Salmon Arm, British Columbia, Businessman,
SWEAR (OR AFFIRM) THAT:

1. I am the sole director and the president of the Petitioner, All Canadian Investment
Corporation, and as such have personal knowledge of the facts hereinafter deposed, except where such
facts are stated to be based upon information and belief and where so stated | do verily believe the
same to be true.

2. | have read the Petition dated November 7, 2017, a true copy of which is attached
hereto as Exhibit “A” to this my Affidavit. | have personal knowledge of the facts set out in paragraphs 1
to 71 of Part 2 of the Petition and | confirm that they are true.

3. Capitalized terms not defined in this Affidavit shall have the same meaning ascribed to
them in the Petition.
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4, The Petitioner is a mortgage investment corporation which has been in business since
1998. For the reasons described in paragraphs 1 to 71 in the Petition, the Petitioner is required to
restructure its affairs and, if permitted and required, amend its Articles. | believe this will allow the
Petitioner to pay and resolve its debts, including the claims of the Petitioner’s preferred shareholders, in
an orderly and equitable manner.

5. As of October 31, 2017, the Petitioner has a total of approximately $29, 914 702 in
claims against it as follows:

(i) $1,785,702 in secured claims;
(ii) approximately $3.96 million in unsecured claims; and

(b) $24,229,000 in equity claims arising from the Equity Redemption Notices received from
its preferred shareholders.

6. | believe that the Petitioner has sufficient assets to cover its obligations to its secured
and unsecured creditors, however the Petitioner requires time to continue to realize on the Loan
Portfolio and the Real Property in order to maximize returns to all of its stakeholders, particularly to its
preferred shareholders.

7. As described in the Petition, the Borrowers have been delayed in making payments
pursuant to the Loans. | believe that the Loan Portfolio will have greater value to stakeholders if the
_Petitioner is given time to realize on the Loan Portfolio as the Borrowers continue with their projects,
rather than having an immediate “as is” liquidation of the Loan Portfolio.

8. | further believe that sale of the Real Property will be of greater value if a sufficient
period of time is afforded to allow an orderly liquidation, as opposed to a quick sale which would result
in a lower sale price.

9. | believe that the stay pursuant to the proposed Initial Order will also allow the
Petitioner to deal with the redemption requests from debentures holders and preferred shareholders,
and outstanding payments to creditors in a fair and equitable manner.

10. | expect that if the Petitioner is afforded the requested relief under the CCAA, the
Petitioner will be able to develop a reorganization and orderly wind-down that will receive the support

of the required majority of the stakeholders, including the preferred shareholders.

11. Attached hereto as Exhibit “B” to this my Affidavit is a true copy of the Petitioner's
corporate summary from the British Columbia Registry Services.

12. Attached hereto as Exhibit “C” to this my Affidavit is a true copy of the Petitioner’s
Articles of Incorporation.
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13. Attached hereto as Exhibit “D” to this my Affidavit is a true copy of the Petitioner’s
Redemption Policy.

14, Attached hereto as Exhibit “E” to this my Affidavit is a true copy of the Petitioner’s
management agreement with AFDI.

15. Attached hereto as Exhibit “F” to this my Affidavit is a true copy of the Petitioner’s
Amended & Restated Offering Memorandum dated June 22, 2015.

16. The Petitioner’s primary asset is the Loan Portfolio. The total amount of outstanding
debt owed to the Petitioner in the Loan Portfolio is approximately $37.8 million. Attached hereto as
Exhibit “G” to this my Affidavit is a summary which reflects the status of the Petitioner's Loan Portfolio
as of September 30, 2017.

17. The Petitioner also owns five (5) properties registered in its name (the “Real Property”).

18. Attached hereto as Exhibit “H” to this my Affidavit is a true copy of the appraisal by
Grover, Elliot & Co. Ltd. dated October 18, 2017 for the Packalen Boulevard Properties.

19. Attached hereto as Exhibit “I” to this my Affidavit is a true copy of the 2017 B.C.
Assessment Notice for the Packalen Boulevard Properties.

20. The three (3) lots that comprise the Packalen Boulevard Properties are currently listed
for sale, for a total list price of $3.98 million.

21. Attached hereto as Exhibit “)” to this my Affidavit is a true copy of the 2017 B.C.
Assessment Notice for the Garden Bay Properties.

22. PID 026-169-436 is currently listed for a price of $99,000 and PID 027-093-387 is
v listed f . f $629.000, f i . f $728,000

23. Attached hereto as Exhibit “K” to this my Affidavit is a true copy of the Amended
Petition filed by Fisgard on October 12, 2017 with respect to its foreclosure proceeding and
enforcement of security.

24. Boale, Wood & Company Ltd. has consented to be appointed monitor in these
proceedings (the “Monitor”). Attached hereto as Exhibit “L” is a true copy of Monitor’s consent to act.

25. 1, with the assistance of the Monitor, have prepared cash flow projections for the period
of November 5 to December 31, 2017 during the anticipating restructuring of the entities (the “Cash-
Flow Statement”). Attached hereto and marked as Exhibit “M” to this my Affidavit is a true copy of the
Cash Flow Statement. :

26. Attached hereto as Exhibit “N” to this my Affidavit is a true copy of the Petitioner's most
recent financial statements as of September 30, 2016.

27. The Petitioner believes that the Administration Charge in the amount of $250,000 is fair
and reasonable in the circumstances. The nature of the Petitioner’ business and operations requires the
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expertise, knowledge and continuing participation of the proposed beneficiaries of the Administration
Charge in order to complete a successful restructuring.

28. The Petitioner believes that the Administration Charge is necessary to ensure the
continued participation of the beneficiaries of the Administration Charge.

29. Currently, there is no director and office liability insurance in place.
30. For the reasons set out above and in the Petition, | verily believe that it is in the interest

‘of the Petitioner and all of its stakeholders that the relief sought by the Petitioner is granted.

SWORN (OR AFFIRMED) BEFORE ME
at Vancouver, British Columbia,
on November/i_/2017

A Comrhissioner fof taking Affidavits for British Columbia DONALD BE%MAN

{Name of Commissioner {please print)]
CLARK WILSON LLP
604.687.5700

KATIE G. MAK
Barrister & Solicitor
CLARK WILSON u1p
900 - 885 WEST GEORGIA STREET
VANCOUVER, BC V6C 3H1
T. 604.687.5700
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Form 66 (Rules 16-1(2))

NO.

VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

- ’g FE
IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, 3 & §
R.S.C. 1985, c. C-36, AS AMENDED € ; E 2
AND 238 i3
' £ g — ‘.
IN THE MATTER OF THE BUSINESS CORPORATIONS ACT, 2 “ = ME
S.B.C. 2002, c. 57, AS AMENDED Pl IE3
E of i 23
AND £ 3 2 58
. & 2 I5E
IN THE MATTER OF THE CANADA BUSINESS CORPORATIONS ACT, PoEN 58'2
R.S.C. 1985, c. C-44, AS AMENDED < 4 iIQNBE
AND iR §
£ I 3¢
IN THE MATTER OF A PLAN OF COMPROMISE AND ARRANGEMENT OF | § 2 i
ALL CANADIAN INVESTMENT CORPORATION _g (l\ :
E
PETITION TO THE COURT
This proceeding is brought by the Petitioner for the relief set out in Part 1 below.
If you intend to respond to this Petition, you or your lawyer must
(a) file a Response to Petition in Form 67 in the above-named registry of this court within

the time for response to Petition described below, and

(b} serve on the Petitioner

(i) 2 copies of the filed Response to Petition, and

(ii) 2 copies of each filed Affidavit on which you intend to rely at the hearing.

Orders, including orders granting the relief claimed, may be made against you, without any further

notice to you, if you fail to file the Response to Petition within the time for response.
Time for Response to Petition

A Response to Petition must be filed and served on the Petitioner,

(a) if you were served with the Petition anywhere in Canada, within 21 days after that
service,
(b) if you were served with the Petition anywhere in the United States of America, within 35

days after that service,

(c) if you were served with the Petition anywhere else, within 49 days after that service, or
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(d) if the time for Response has been set by order of the court, within that time.
(1) | The address of the registry is: 800 Smithe Street
Vancouver, BC, V6Z 2E1
(2) | The ADDRESS FOR SERVICE Christopher J. Ramsay and
of the Petitioner is: Katie G. Mak
Clark Wilson LLP
900 - 885 West Georgia Street
Vancouver, BC V6C 3H1
(Direct Number: 604.643.3176)
Fax number address for service (if any) 604.687.6314
of the Petitioner:
E-mail éddress for service (if any) N/A
of the Petitioner:
(3) | The name and office address of the Christopher J. Ramsay, and
Petitioner's lawyer is: Katie G. Mak
Clark Wilson LLP
900 — 885 West Georgia Street
Vancouver, BC V6C 3H1
(Direct Number: 604.643.3176)
CLAIM OF THE PETITIONER
PART 1: ORDER SOUGHT
1. The Petitioner makes an application for an order substantially in the form attached as
Schedule “A” hereto (the “Initial Order”), for certain relief, including, inter alia, the following:
(a) A declaration that the Petitioner is a corporation to which the Companies’ Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”) applies;
(b) a stay of all proceedings and remedies taken or that might be taken in respect of the

Petitioner or any of its property, except as otherwise set forth in the Initial Order or

otherwise permitted by law;

(c) authorizing the Petitioner to carry on business in a manner consistent with the
preservation of its property and business and to make certain payments in connection
with its business proceedings therein;

(d) appointing Boale, Wood & Company Ltd. as monitor in these proceedings;

(e) authorizing the Petitioner to file with the Court a plan or plans of compromise and

arrangement (the “CCAA Plan”); and

CW11374535.8




-3-

) such further and other relief as this Honourable Court may deem necessary.

PART 2: FACTUAL BASIS

CORPORATE AND CAPITAL STRUCTURE

1. The Petitioner isa company.duly incorporated under the laws of the province of British
"Columbia, with a registered and records office of 500-885 West Georgia St., Vancouver, B.C.

2. The Petitioner is a mortgage investment corporation (“MIC”) which has been in business
since 1998. Its business is to provide loans to owners and developers of single and multi-family
residential, commercial, office and industrial real estate properties (the “Borrowers”), which are
secured by registered, unregistered and equitable mortgages on the properties (the “Mortgage Loans”).

3. In addition, the Petitioner also makes other loans and investments from time to time,
which may include equity loans, advance loans and non-mortgage loans to its existing Borrowers for
construction, development, redevelopment or renovation {the “Other Loans”, and together with the
Mortgage Loans, hereinafter referred to as the “Loans”). Due to the nature of the loans and/or the fact
that they may be advanced prior to the Borrower completing the acquisition of properties that would be
subject to the Mortgage Loans, the Other Loans may be unsecured.

4, The Petitioner’s lending rates range from 6% to 12% for the Loans.

5. As of the date of this Petition, the total value of the Petitioner’s portfolio of Loans (the
“Loan Portfolio”) is approximately $37.8 million.

6. In some instances where a Mortgage Loan has been non-performing, the Petitioner has

taken title to the property subject to the Mortgage Loan in satisfaction of the debt owed to the
Petitioner.

eholders with

dividend payments. The Petitioner has two classes of shareholders: (1) common shares, and (2)
preferred shares.

8. To date, the Petitioner has issued a total of four (4) common shares, held by four (4)
shareholders, including to its sole director and president, Donald Bergman.

9. To date, the Petitioner has issued a total of 37,277 preferred shares and 15,647
warrants, for an aggregate capital of approximately $37,277,000.

10. Pursuant to the Petitioner’s Articles of Incorporation (the “Articles”) and Redemption
Policy, preferred shares are redeemable by the Petitioner in certain circumstances upon written notice
(the “Equity Redemption Notice”). The Petitioner cannot redeem any preferred shares if at the time of
the redemption the Petitioner is insolvent, if the redemption will render the Petitioner insolvent, or if
the Petitioner is not able to generate cash reserves sufficient for the redemption.

11. From 2005 to 2014, shareholders received between 6.25% to 8% annual returns on their

Preferred Shares. Dividends to shareholders were decreased to 2.75% in 2015 and to 1.0% in 2016. The
Petitioner has not paid any dividends in 2017.
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12. The Petitioner ceased raising capital as of January 2016. The Petitioner's most recent
offering was made in 2015 pursuant to an Amended & Restated Offering Memorandum dated June 22,
2015 (the “2015 Offering Memorandum”).

13. The Petitioner is managed by ACIC Financial Development Inc. (“AFDI”), which is a
company incorporated under the laws of the province of British Columbia. AFDI is not a Petitioner in
these CCAA proceedings. Mr. Bergman is the sole director and officer of AFDI. AFDI and the Petitioner
are not subsidiaries of one another, although Donald Bergman is a director and officer of each. AFDI
holds preferred shares in the Petitioner. The Petitioner does not hold any shares in AFDI.

14, As compensation for its services, AFDI receives an annual fee (the “Management Fee”)
equal to 2% of the Petitioner's assets and”15% of the Petitioner’s gross annual revenues. The
Management Fee is payable to AFDI on a monthly basis.

15. On occasion, AFDI provides funding by way of unsecured loans to the Petitioner when it
faces shortfalls in operating funds. AFDI does not currently have a profit interest in any of the Mortgage
Loans, nor does it currently receive compensation from any investment ventures involving the
Petitioner. Previously, as set out in the 2015 Offering Memorandum; AFDI had an interest in a real
estate joint venture with a Borrower that was financed by the Petitioner. The Petitioner’s involvement
ended when the loan was paid out on February 9, 2016.

FINANCIAL DIFFICULTIES AND ANTICIPATED RESTRUCTURING

16. in most cases, the Loans provided by the Petitioner do not meet conventional financing
criteria for institutional lenders. Accordingly, the Loans are higher risk and therefore carry an interest

rate of between 6% to 12%, which is generally higher than the interest rates charged by conventional
providers of similar loans.

17. As an equity lender, the Petitioner accrues and capitalizes interest payment from
Borrowers until their particular development project has been completed and sold out. The Petitioner’s
cash flow planning i i i i i . Th
majority of the Borrowers' development activity has been in the Lower Mainland. Although the real
estate market in British Columbia has been robust, the high level of development activity in the Lower
Mainland has led to excessive delays in construction and development, particularly with respect to
obtaining permits from the municipalities. For example, while it would have previously taken one to
two years to obtain a permit, it now takes three to four years.

18. Unfortunately, the delays described above have resulted in delays on timely interest
payments and payouts of the Loans. This has negatively affected the Petitioner’s cash flow and its
ability to meet its obligations to its creditors, including to its preferred shareholders.

19. Due to the decrease in cash flow from the Loans, the Petitioner turned to raising
additional funds from investors to meet its cash flow requirements. Unfortunately, the Petitioner has
been unsuccessful in that regard due to the decline in investor interest in mortgage investment
corporations. Due to the strength of the real estate market in the Lower Mainland, more investors are
investing in ownership where they might see higher returns than in mortgages.

20. Further, the Petitioner’s ability to raise additional capital was also hindered by the

sudden resignation of its auditors, BDO Canada LLP (“BDO”). On or about March 29, 2016, which was six
(6) months after the Petitioner’s year end, BDO resigned without advance warning and without
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completing the Petitioner's audited financial statement for 2015 or filing the Petitioner’s tax return.
Due to the timing of BDO's resignation, the Petitioner was unable to retain another auditor in a timely
manner. The Petitioner's endeavours to raise further capital had to cease as the Petitioner was unable
to provide audited financial statements to complete an offering memorandum.

21. The Petitioner has since retained Sandyke & Company, who have completed review
" engagement financial statements for 2015 and 2016 and have filed the Petitioner’s tax returns. Sandyke
" & Company have been retained to complete audited-financial statements through 2017. This is
expected to be completed by the end of 2017.

22. - As a result of its inability to raise additional capital, the Petitioner had no choice but to
borrow funds from third party financiers in order to advance loans and loan commitment obligations
with the Borrowers. Such loans had high interest rates which caused further strain to the Petitioner’s
cash flow. At least one of these loans is in default, which has resulted in foreclosure proceedings being

commenced against the Petitioner. These loans are described in further detail in subsequent sections of
‘this Petition. :

23. : Historically, the Petitioner borrowed funds through the issuance of debentures (the
“Debentures”). A number of these Debentures have now either matured or the holders of the
Debentures have made redemption requests {the “Debenture Redemption Notices”). The Debentures
are described in further detail in subsequent sections of this Petition. '

24, The foregoing has resulted in a decrease in dividend payments to the preferred
shareholders in 2015 and 2016. The Petitioner has not been in a position to make any dividend

payments to the preferred shareholders in 2017. This has led to over 65% of the preferred sharehoiders
sending Equity Redemption Notices.

25. . To date, of the $37,277,000 cabital in preferred shares issued, the total amount of
Equity Redemption Notices that have been received is approximately $24,229,000.

)|

26. In light of the Petitioner's inability to meet thedemands from—its—creditors,—the
Petitioner requires a stay of proceedings to stabilize its operations and |mplement an orderly
restructunng for the benefit of all of its stakeholders.

27. ' The Petitioner’s purpose for seeking the initial order is to develop a plan of compromise
or arrangement to present to its stakeholders as part of these CCAA proceedings that would involve a
fair, controlled and orderly wind-down of its business operations.

28. The Petitioner believes that given a reasonable period of time to realize on its Loan
Portfolio, the Loan Portfolio will have greater value to stakeholders, as opposed to an immediate “as is”

liquidation of the Loan Portfolio.

29. - The Petitioner’s plan will likely involve a sale or partial sale of the Loan Portfolio and
Real Property to pay its stakeholders.
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ASSETS

Loan Portfolio

30. The Petitioner’s primary asset is the Loan Portfolio. The total amount of outstanding
debt owed to the Petitioner in the Loan Portfolio is approximately $37.8 million.

31. The Mortgage Loans are secured by registered, unregistered and equitable mortgages
against the property subject to the Mortgage Loan or on other property belonging to the Borrowers or
related parties to the Borrowers. A number of the Mortgage Loans are also secured by general security
agreements from the Borrower or parties related to the Borrower and/or unlimited guarantees from

principals of the Borrower.

32. The Other Loans are unsecured loans.

‘Land and Other Investments

33, The Petitioner owns five (5) pr:operties registered in its name (the “Real Property”), the
details of which are described below. ’ '

34. In or about July 2000, the Petitioner had advanced a Mortgage Loan to a Borrower with
respect to the development of residential lots in Pender Harbour, B.C. In or about August 2015, the
remaining six (6) lots were transferred from the Borrower to the Petitioner as repayment for the
outstanding loan of $2.7 million owed to the Petitioner at that time. On or about April 20, 2017, the
Petitioner sold one (1) of the six (6) lots for a purchase price of $85,000.

35. The Real Property is managed by AFDI.

36. As part of these CCAA proceedings, the Petitioner plans to sell the Real Property to pay
expected that they will sell for higher purchase prices leading up to and in the summer months. The
Petitioner believes that allowing for more time to properly market the Real Property will resuit in
increased benefit to all stakeholders.

The Packalen Boulevard Properties

37. Three (3) of the remaining five (5) lots are ocean view and waterfront properties located
on Packalen Boulevard, Pender Harbour, B.C., on PIDs 026-192-993, 026-193-001 and 026-193-019 and
are hereinafter collectively referred to as the “Packalen Boulevard Properties”.

38. As of October 13, 2017, the appraised market value of the Packalen Boulevard
Properties is $3.1 million. As per the 2017 B.C. Assessment Notice, the total assessed value of the
Packalen Boulevard Properties is $2,543,000.

39. The Packalen Boulevard Properties are subject to a first mortgage in favour of Fisgard
Capital Corporation (“Fisgard”) and a second mortgage in favour of Van Maren Financial Ltd. (“Van
Maren”). The details with respect to these mortgages are described in subsequent sections of this
Petition.
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40. The three (3) lots that comprise the Packalen Boulevard Properties are currently listed
for sale, for a total list price of $3.98 million.

The Garden Bay Properties

41, The remaining two (2) of the five {(5) lots owned by the Petitioner are located on or near
Lee Road, Garden Bay, Pender Harbour, B.C., on PIDs 027-093-387 and 026 169-436 and are hereinafter
collectively referred to as the “Garden Bay Properties

42, As per the 2017 B.C. Assessment Notice, PID 027-093-387 has an assessed value of
$549,000, and PID 026- 169 436 has an assessed value of $66,200, for total assessed vaiue for both lots
of $615,200.

43, The Garden Bay Properties are subject to a mortgage in favour of Van Maren the details
of which are described in subsequent sections of this Petition.

44, PID 026-169-436 is currently listed for a price of $99,000 and PID 027-093-387 is
currently listed for a price of $629,000, for a total list price of $728,000.

LIABILITIES
45. As of October 31, 2017, the Petitioner has a total of approxnmately $29,914,702 in
claims against it as follows:
(a) $1,785,702 in secured claims;
(b) approximat‘ely $3.96 million in unsecured claims; and

(c) $24,229,000 in equity claims arising from the Equity Redemption Notices received from
its preferred shareholders. '

Secured Indebtedness

Fisgard Loan

46. As described earlier in this Petition, as a result of the Petitioner’s inability to raise
additional capital, the Petitioner borrowed funds from Fisgard in order to advance loans and continue
with its loan commitment obligations to the Borrowers.

47. Pursuant to a commitment letter dated October 21, 2015, as extended by letter dated
December 19, 2016, between the Petitioner, as borrower, and Fisgard as lender, Fisgard agreed to lend
to the Petitioner the total sum of $1,250,000 (the “Fisgard Loan”). The Fisgard Loan has an interest rate
of 8.5% per annum calculated daily, compounded monthly.

48. The Fisgard Loan is secured by a mortgage registered against the Packalen Boulevard
Properties and a general security agreement between the Petitioner and Fisgard.

49, The Fisgard Loan matured on June 15, 2017. As of September 30, 2017, the outstanding
indebtedness to Fisgard pursuant to the Fisgard Loan is $1,285,702.
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' 50. On August 4, 2017, Fisgard commenced foreclosure proceedings seeking to enforce its
security against the Petitioner pursuant to the mortgage and the general security agreement. Fisgard
has registered a certificate of pending litigation against the Packalen Boulevard Properties and
crystalized floating charges against the Garden Bay Properties and six (6) properties on which the
Petitioner holds registered mortgages pursuant to the Loan Portfolio.

51. As of the date of filing of this Petition, Fisgard has not yet obtained an Order Nisi.

Van Maren Loans

52. To meet its commitments-to the Borrowers, the Petitioner required funds in addition to
the Fisgard Loan. Pursuant to a loan agreement dated August 22, 2016, Van Maren agreed to lend to
the Petitioner the tota! sum of $3,500,000 (the “First Van Maren Loan”). The First Van Maren Loan had
an interest rate of 3% per month, paid monthly

53. The First Van Maren Loan was secured by, inter alia, second mortgages on the Real
Property and a general security agreement in favour of Van Maren from the Petitioner.

54. The Petitioner paid out the First Van Maren Loan on September 20, 2017 using the
proceeds of sale from a payout of a Loan from a Borrower. This has resulted in a reduction in the
interest burn of the Petitioner but has contributed to further stress to the Petitioner’s ability to meet is
current obligations to its stakeholders.

55. Pursuant to a further loan agreement with Van Maren dated October 11, 2017, Van
Maren advanced $500,000 to the Petitioner (the “Second Van Maren Loan”), which funds were used by
the Petitioner to meet its commitment to a Borrower. The funds advanced under the Second Van

Maren Loan is secured by, inter alia, Van Maren’s second mortgages on the Real Property and a general
security agreement.

Unsecﬁred Indebtedness

Hancock Loan

56. Pursuant to the terms of a promissory note dated January 30, 2013, the Petitioner is
indebted to James Hancock in the principal amount of $1,000,000 {the “Hancock Loan”). The Hancock
toan is unsecured.

57. The Hancock Loan matured on May 1, 2013 and interest on the Hancock Loan is payable
. at the rate of 6% per annum. As of October 31, 2017, the principal balance of $1,015,123.29 is
outstanding on the Hancock Loan.

AFDI Loan

58. Since 2012, the Petitioner has borrowed funds from AFDI when the Petitioner has faced
shortfalls in operating funds, including for the payment of property taxes on the property owned by the
Petitioner and with respect to legal fees relating to the Petitioner’s shareholder matters. These loans do
not accrue interest. As of October 31, 2017, the Petitioner is indebted to AFDI in the total of
approximately $459,265. :
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ACIC CJ Properties Ltd.

59. Since 2015, the Petitioner has borrowed funds from ACIC CJ Properties Ltd. (“CJ
Properties”) to meet the Petitioner's operating shortfalls. CJ Properties and the Petitioner are not
subsidiaries of one another. Mr. Bergman is the sole shareholder of CJ Properties. These loans do not

accrue interest. As of October 31, 2017, the Petitioner is indebted to CJ Properties in the total of
$24,000. -

Debentures

60. The Petitioner has ﬁrss’ﬁéd Series A Debentures and Series B Debentures to borrow funds
in order to advance loans and loan commitment obligations to Borrowers. Interest on the debentures
are due monthly. As of October 31, 2017, the total debt from the Debentures is $2,350,000, with a total
of approximately $60,000 outstanding in accrued interest as follows:

(a) -~ Four (4) outstanding Series A Debentures for a total amount of $950,000. A Series A
Debenture has an 8% per annum yield, with maturity dates ranging from May 2017 to
May 2018. There is a total of approximately $28,666.05 owing in interest on the Series
A Debentures. With respect to the Series A Debentures, a total of two (2) Debenture

Redemption Notices have been received for a tdtal redemption amount of $180,000;
and

(b) - Nine (9) outstanding Series B Debentures for a total amount of $1.4 million. A Series B
Debenture has a 7% or 8% per annum yield, with maturity dates ranging from November
2015 to November 2017. There is a total of $37,333.32 owing in interest on the Series B
Debentures. With respect to the Series B Debentures, a total of five (5) Debenture
Redemption Notices have been received for a total redemption amount of $785,000.

Other Unsecured Creditors

61. As of October 31, 2017, the Petitioner has a total amount of approximately $32,272.83
outstanding to other creditors not described above.

Property Taxes

62. There is an outstanding amount of $11,705.92 owing on account of property taxes in
relation to the Packalen Boulevard Properties.

Shareholdérs

63. As described in previous sections of this Petition, as of October 31, 2017, the Petitioner
has issued a total of 37,277 preferred shares and 15,647 warrants, for total capital of approximately
$37,277,000. :

64. As of the date of this Petition, there have been three (3) actions commenced in the
British Columbia Supreme Court by preferred shareholders against the Petitioner and others, including
AFDI, Mr. Bergman and Wayne Blair {an officer of the Petitioner) with respect to their shares and Equity
Redemption Notices. To date, the claims against the Petitioner pursuant to these actions are in the total
amount of approximately $1,425,000.
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Canada Revenue Agency

65. As of the date of this Petition, there are no known amounts owing to Canada Revenue
Agency with respect to GST and source deductions.

APPOINTMENT OF MONITOR AND CHARGES

66. Boale, Wood & Company Ltd. has consented to be appointed monitor in these CCAA
proceedings (the “Monitor”}. '

67. It is contemplated that the proposed Monitor, counsel to the proposed Monitor and
counsel to the Petitioner would be granted a first priority Court-ordered charge on the assets, property
and undertaking of the Petitioner in priority to all claims up to the maximum amount of $250,000 in

respect of their respective fees and disbursements, mcurred at standard rates and charges (the-

“Administration Charge”).

68. The nature of the Petitioner's business and operations requires the expertise,

knowledge and continuing participation of the proposed beneficiaries of the Administration Charge in
order to complete a successful restructuring.

69. ' Mr. Bergman is the sole director and president of the Petitioner and Mr. Blair is an
officer (secretary). During the CCAA proceeding, both Mr. Bergman and Mr. Blair will continue in the
day-to-day operations of the Petitioner’s business and will remain on the company’s books and records

as a director and officers. Both individuals have specialized knowledge and relationships with the
stakeholders and Borrowers.

70. Currently, there is no director and officer liability insurance in place. The proposed
tnitial Order provides for a charge on the assets of the Petitioners ranking behind the Administration
Charge but in priority to all other claims as security for the Petitioner’s indemnification obligations for
the potential obligations and liabilities the director and officers may incur during the pendency of these

COoAA
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- 71 In consideration of the extent of the Petitioner’'s business and liabilities, a directors and
officer’s charge in the amount of $50,000 is proposed, over all of the Petitioner’s assets, property and
undertaking (the ”Dlrectors Charge”).

PART 3: LEGAL BASIS

1. The Petitioner relies upon the CCAA, and the Business Corporations Act, S.B.C. 2002, c.
57 (the “BCA”), the Supreme Court Civil Rules, B.C. Reg. 241/2010, as amended, and the inherent
jurisdiction of this Honourable Court.

2. The Petitioner is seeking protection under the CCAA as it is insolvent and would like to
effect an orderly restructuring for the benefit of its stakeholders. It is contemplated that such a
restructuring will involve an orderly wind-down of the Petitioner’s operations and presentation of a plan
of compromise and arrangement to its creditors.

3. The CCAA applies to a “debtor company” where the total of claims against the debtor

exceeds $5,000,000. Pursuant to section 2 of the CCAA, a “debtor company” means, inter alia, a
company that is insolvent.

CW11374535.8
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4, Whether a company is insolvent for the purposes of this CCAA involves a consideration
of the definition of “insolvent person” under the Bankruptcy and Insolvency Act (the “BIA”), which
defines “insolvent person” as, inter alia, a person whose liabilities to creditors provable as claims under
the BIA, who is for any reason unable to meet his obligations as they generally become due, or who has
ceased paying his current obligations in the ordinary course of business as they generally become due.

5. At this time, the Petitioner is unable to meet its obligations to its creditors. The
Petitioner is therefore insolvent and is a debtor company to which the CCAA applies.

6. As of October 31, 2017, the Petitioner has a total of approximately $29,914,702 in
claims against it as follows: -

(a) $1,785,702 in secured claims;

(b) approximately $3.96 million in unsecured claims; and

{c) $24,229,000 in equity claims arising from the Equity Redemption Notices received from
its preferred shareholders.

7. Pursuant to section 11.02 of the CCAA, this Honourable Court may, on an initial
application in respect of a debtor company, grant a stay if the applicant satisfies the Court that
circumstances exist that make the order appropriate.

8. The CCAA can be used for an orderly wind-down of a company.

Re Target Canada Co., 2015 ONAC 303 (Ont. S.C.J.)

9. Further, the CCAA has been utilized to restructure mortgage investment corporations
where the primary debt has been equity claims, as was the case in the CCAA proceedings of CMIC

— Monrtgage Investment Corporation

11

See In the Matter of CMIC Mortgage Investment Corporation,
BCSC No. $-151241, Petition filed February 13, 2015 and
Initial Order granted February 13, 2015

10. In accordance with section 6(8) of the CCAA, any pian that the Petitioner may propose
will provide that all claims that are not equity claims will be paid in full before the equity claims are to be
paid. The Petitioner is not attempting to affect the priority of payment to the Petitioner's other
creditors who are not preferred shareholders.

11. The Petitioner’s only secured creditors, Fisgard and Van Maren, are fully secured for the
amounts owing to them, by their mortgages on the Real Property and their general security agreements.
Further, the Petitioner believes that it has sufficient assets to meet its obligations to its unsecured

creditors. The only stakeholders that will ultimately be affected by the restructuring will be the
preferred sharehoiders.

12. The order for a stay under the Initial Order is appropriate in the circumstances. The

controlied wind-down of the Petitioner’s business will allow it to provide more value to its stakeholders,
particularly the preferred shareholders, than an immediate “as is” liquidation which will destroy value.

CW11374535.8
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13. Pursuant to section 11 of the CCAA, this Honourable Court may make any order that it

considers appropriate in the circumstances with or without notice to any person as this Honourable
Court may see fit.

14, Pursuant to section 11.51 of the CCAA, the debtor company may apply, on notice to the

secured creditors who are likely to be affected by the security or charge, for an order that all or part of

the company’s property is subject to a security or charge, in an amount that the court considers

appropriate, in favour of any director or officer of the company to indemnify the director or officer

against obligations and liabilities that they may incur as a director or officer of the company after the

commencement of CCAA proceedings. The court may order that the Directors’ Charge rank in priority
over the claim of any secured creditor. .

15. “Pursuant to section 11.52 of the CCAA, on notice to the secured creditors who are likely
to be -affected by the security or charge, the court may make an order declaring that all or part of the
property of a debtor company is subject to a security or charge, in an amount that the court censiders
appropriate, in respect of the fees and expenses of the monitor, including the fees of the monitor’s legal
advisors, and the company’s legal counsel. The court may order that the Administration Charge rank in
priority over the claim of any secured creditor.

16. The only parties to be potentially affected by the charges sought in the proposed initial
Order are the secured creditors, Fisgard and Van Maren. Given that the total amount of their secured
claims is approximately $1,785,702, which are secured against the Petitioner’s assets which have a value
that exceeds the amount of the secured claims, it is unlikely that the secured creditors will be affected
by the charges. Per the 2017 B.C. Assessment Notices, the total assessed value for the Real Property is
approximately $3,158,200. Fisgard and Van Maren are further secured by the additional security they
have taken, including but not limited to, the amounts owing to the Petitioner pursuant to the Loans.

17. Both the Administration Charge and the Directors’ Charge are appropriate in the
circumstances and will ensure the continued engagement of the advisors, directors and officers needed
to achieve the orderly wind-down and restructuring for the benefit of the stakeholders.

12

PART 4: MATERIAL TO BE RELIED ON

1. Affidavit #1 of Donald Bergman, made November 7, 2017.
2. Such further and other material as counsel may advise and this Honourable Court may
allow.

The Petitioner estimate that the hearing of the Petition will take 1 hour.

Date: November l , 2017.

Sign’ature o_erawyer for Petitioner
Lawyer: Katie G. Mak

This PETITION TO THE COURT is prepared by Katie G. Mak of the firm of Clark Wilson LLP whose place of business

is 900 — 885 West Georgia Street, Vancouver, British Columbia, V6C3H1 (Direct # 604.643.3105, Fax #:
604.687.6314, Email: KMak@cwilson.com) (File #: 45211-0001).
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To be completed by the court only:

Order made

O in the terms requested in paragraphs of Part 1 of this
Petition

| with the following variations and additional terms:

Date: .
[dd/mmm/yyyy] Signature of [1 Judge [ Master

13
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Schedule “A”

No.
Vancouver Registry

- IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
S.B.C. 2002, c. 57, AS AMENDED

AND

IN THE MATTER OF THE CANADA BUSINESS CORPORATIONS ACT,
R.S.C. 1985, c. C-44, AS AMENDED '

AND

IN THE MATTER OF A PLAN OF COMPROMISE AND ARRANGEMENT OF
ALL CANADIAN INVESTMENT CORPORATION

ORDER MADE AFTER APPLICATION

BEFORE THE HONOURABLE ) S
) __/Nov/2017
! _

THE APPLICATION of the Petiti . tor heard ithout noti o Britist
Columbia, onthe __ day of November, 2017 (the “Order Date”); AND ON HEARING -
Christopher J. Ramsay and Katie G. Mak, counsel for the Petitioner and those other counsel
" listed on Schedule “A” hereto; AND UPON READING the material filed, including the First
Affidavit of Donald Bergman sworn November ___, 2017 and the consent of Boale, Wood &
Company Ltd. to act as Monitor; AND UPON BEING ADVISED that the [secured creditors] who
are likely to be affected by the charges created herein were given notice; AND pursuant to the
Companies’ Creditors Arrangement Act, R.S.C. 1985 c. C-36 as amended (the “CCAA”), the
British Columbia Supreme Court Civil Rules and the inherent jurisdiction of this Honourable
Court;
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THIS COURT ORDERS AND DECLARES THAT:

~ JURISDICTION

1. The Petitioner is a company to which the CCAA applies.

SUBSEQUENT HEARING DATE

2. The hearing of the Petitioner’s application for an extension of the Stay Period (as
defined in paragraph 14 of this Order) and for any ancillary relief shall be heId at the
Courthouse at 800 Smlthe Street, Vancouver, British-Columbia at 22/ - “.m.on

S the day of December 2017 or such other date as this Court may order.

PLAN OF ARRANGEMENT

3. The Petitioner shall have the authority to file and may, subject to further order 6f this

Court, file with this Court a plan of compromise or arrangement (hereinafter referred to as the
"Plan"). '

POSSESSION OF PROPERTY AND OPERATIONS

4, Subjéct to this Order and any further Order of this Court, the Petitioner shall remain in
possession and control of its current and future assets, undertakings and properties of every

nature and kind whatsoever, and wherever situate including all proceeds thereof {the
“Property”), and continue to carry on its business (the “Business”) in the ordinary course and in
a manner consistent with the preservation of the Business and the Property. The Petitioner
shall be authorized and empowered to continue to retain and employ the employees,
consultants, agents, experts, accountants, counsel and such other persons (collectively,
“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 business or for carrying
out the terms of this Order. '

5. The Petitioner shall be entitled, but not required, to pay the following expenses which
may have been incurred prior to the Order Date:

(va) all outstanding wages, salaries, employee and pension benefits (including long
and short term disability payments), vacation pay and expenses (but excluding

CW11595936.2
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severance pay) payable before or after the Order Date, in each case incurred in
the ordinary course of business and consistent with the relevant compensation

policies and arrangements existing at the time incurred (collectively “Wages”);
and

(b) the fees and disbursements of any Assistants retained or employed by the
Petitioner which are related to the Petitioner’s restructuring, at their standard
rates and charges, including payment of the fees and disbursements of legal

counsel retained by the Petitioner, whenever and wherever incurred, in respect
of:

(i) these proceedings or any other similar proceedings in other jurisdictions

in which the Petitioner or any subsidiaries or affiliated companies of the
Petitioner are domiciled;

(i) any litigation in which the Petitioner is named as a party or is otherwise
: involved, whether commenced before or after the Order Date; and

(iii)  anyrelated corporate matters.

6. ‘Except as otherwise provided herein, the Petitioner shall be entitled to pay all expenses
reasonably incurred by the Petitioner in carrying on the Business in the ordinary course

following the Order Date, and in carrying out the provisions of this Order, which expenses shall
include, without limitation:

(a) all expenses and capital expenditures reasonably incurred and which are
necessary for the preservation of the Property or the Business including, without
limitation, payments on account of insurance (including directors’ and officers’
insurance), maintenance and security services, provided that any capital

. expenditure exceeding $50,000 shall be approved by the Monitor;

(b) ail obligations incurred by the Petitioner after the Order Date, including without
limitation, with respect to goods and services actually supplied to the Petitioner
following the Order Date (including those under purchase orders outstanding at
the Order Date but excluding any interest on the Petitioner’s obligations
incurred prior to the Order Date); and

(c) fees and disbursements of the kind referred to in paragraph 5(b) which may be
incurred after the Order Date.
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7. The Petitioner is authorized to remit, in accordance with legal reduirements, or pay:

(a) 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 Wages, including, without limitation, amounts in respect of (i)
employment insurance, ('ii) Canada Pension Plan, (iii) Quebec Pension Plan, and

{iv) income taxes or any such claims which are to be paid pursuant to Section
6(3) of the CCAA; '

(b) all goods and services or other applicable sales taxes (collectively, “Sales Taxes”)
required to be remitted by the Petitioner in connection with the sale of goods
and services by the Petitioner, but only where such Sales Taxes accrue or are
collected after the Order Date, or where such Sales Taxes accrued or were
collected prior to the Order Date but not required to be remitted until on or
after the Order Date; and

(c) 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 property taxes, municipal business taxes 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.

8. Until such time as a real property lease is disclaimed in accordance with the CCAA, the
Petitioner shall pay all amounts constituting rent or payable as rent under real property leases
 {including, for greater certainty, common area maintenance charges, utilities and realty taxes

and any other amounts payable as rent to the landlord under the lease) based on the terms of
existing lease arrangements or as otherwise may be negotiated between the Petitioner and the
landlord from time to time (“Rent”), for the period commencing from and including the Order
Date, twice-monthly in equal payments on the first and fifteenth day of the month in advance
{but not in arrears). On the date of the first of such payments, any Rent relating to the period
commencing from and including Order Date shall also be paid. -

9. Except as specifically permitted herein, the Petitioner is hereby directed, until further
Order of this Court:

(a) to make no payments of principal, interest thereon or otherwise on account of
amounts owing by the Petitioner to any of its creditors as of the Order Date
except as authorized by this Order;
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