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Wiay 28, 2007
Bonaventure Small Investors Group (“BSIG™
Atrtention: Rick Clark, Co-Clhinir

Willinny Davis, Co-Chatr

Iinda Dixon, Appointed Representative

Re: Lerer of Understanding - Unit Accountng — Units | 0 195 of Bonavenrare Couwrt  {the
"Properties)

The purpose of this lerer is 1w ovtline:

1. Our understanding of the maerial you will provide to uy in relaton o the BSIG
Accounting, as defined below; and

2 The steps we will take as Judicial Trustee of the Properues o camplete a final unit
accounting to be presented to the Court of Queen's Bench of Alberr, and all beneficial owners and
nurparted beneficial owners of the Properdes {the "Unit Accoundng™).

pur 8

The Order of the Cowt dated May 25, 2000 expanded the powers and duties of the Judicial Trustee
to nclode “the power aud duiy fo undertudee ane complote, fn the smas? ipst-sffective menner, the sl aeconnting wifh
reaprect fo the rnéts wighin the Bonaranture Conrl complex™. To be cost-effective to date, the Judicial Trustee
has worked with BSIG and provided iv with any requested informaton about the Properges.  BSIG
is compiling 2 global arcounting for the Properdes with that information and information {from
other sources. Once complete, the plobal accounting will be allocared to the vatious units within the
Propertics in ordey 1o arrive ar BSIG's unit accountag (the "BSIG Accounuanp™),

Materials to be Provided
The following is our understanding of the materials you will provide to the Judicial Trusvee:

A. The methodolopy and assumptions used for compiling the BSIG Accountng for the
Propurties for the years ended Decemnber 31, 1989 10 Decenber 31, 2006.

B. CD contining the “Quickbooks” nccovnang data fulfiling this accounung, which
accounting figures will be summazized within vavious Ercel sprendsheets.

C. Excel spreadsheers conuining, on a year-hy-year basis, the global accountng for the
Properties, which will be broken down berween the 200 unit block purchnsed by Joyee
Kendall in 1989 as part of her compensation package lrom the Respondents for selling unirs
in the Properdes and the remaining 175 anies in the Properties. The ationale for the
separation of this 20 unit block s to be conmined within this accounting methodology
referred 1o above and we understand relazes to differing texms of the Unit Pugchase
Agreements for the Properties relative to the remaining 175 uniss. As 1 starong point the
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global accounting will use the annual accovndng provided o the Respondents by the various
propurty managers and will thereafter contain adjustments to these fignres as outlined with
the accounting methodology document, comprising adjustments for such items as:

1. Expenditures for ather properties or business acdvities of the Respondents thar were
i i P :
purportedly improperly chaeged ro the Properties,

1

Expenditures charged o the Propertics, which are purporredly to be borne by the
Respondents based on the terms of clause 2.1 of the Financial Services Agreement
within the Uinit Purchase Agreement {or the Properties, including such items as:

. Financing, commitment, processing and appraisal costs as outlined;

b, landscaping and cosmetc improvement costs as outlined;

. Buy-down of interest vn the mortgages as outhined.

3

Purported misealculation of inrerest expense on the various moregages on the
Properties.

4. Other sdjustments to be oudined within the methodology, including expenditures
related to the Respondents’ Secand Morggage.

Copies of the supporing documentation far all of the above irems will be provided e us as
part of these materials,

This global accounting will then be broken dowsn amongst the various units, based on the
Proportionate Shates outtined in the Unit Purchase Agreements, in order ro compile the
BSIG Accounang. The BSIG Accountng will then form the basis, ne [ivse mstance, for
deteymining the amounts owed ro beneficial owners from the operating results of the
Properdes.

The deternination of the *Due To/From" account {or each unit in the Properties is outside
the scope of the BSIG Accoundng and will be the subject of  separate matzer entailing the
determination of amounts received by the beneficial owners from the Propernies and
additional amounts paid by beneficial owners to the Respoadents during the course of the
rental operntions of the Properdes for such irems as refinancing costs, operating deficiencies
ete. Similnrly, rhe issue of the ownership of the unirs s outside the seope afl the BSIG
Accoundng,

Specific Procednres

The steps we will ke with these materials will be as follows:

A
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Review of accounting methodology and assumptions document i order to ensue nur
proper understanding of the above noted materials,
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B. Review of the Excel spreadsheers and related Quickbooks accounting in order to ensure
proper mathematical caleulations contined thegein, as well as:

1. Agreeing the properry manugers’ opeengne resules used a5 a searting poine to the
g B ) iy P & 81
property managers' operating vesules provided to us by the Respondents or by the
propecry managers themselves,

{3

Comparison of the expenditures vefeered o in parageaph C(1} sbove, to the supposting
documentadon and opining whether or not, in our view, these expendicures appear to
relare o the Properties.

3. Compatison of the expendivures referred o in paragrapl C(2) above 10 the supporting
documentton and opining whether oy nat, in our view these expenditures appenr fo
{al} within the definidon of expenditures Tor the account of the Respondents as
outhined within the rerms of clavse 2.3 of the Financial Services Agreement. This
opibipn s not meant 1o represent a legal opinion ns o whether this clavse intends for
these expendicures o be covered by the Financial Services Agreement, o the provision
of a fegnl opinion is bevond the scope of our role as Judicial Trustee.

4. Verilication of the purported miscaleulation of the interest expense refenred to in
pacagraph C(3) above, based upon the puameters or basis provided co v, This
verification is not meant o represent our pesition as to wherher the basis upon which
this miscalcolanon is based is justified, as this s beyond the scope of our ole as
judicial Trustee,

5. Other steps, as necessary, based upon informadon provided o us for any amounts
provided pursuant ro pagigeaph S above,

6. Agreecing the Propordonare Shares of cach vnic ta the Unit Purchase Agreements.

3

Reportting o the Coury, benelicial owners aod purpored beneficial owners on the
teasonableness of the assumptions used and the results of the above noted verificntion
procedures, including a listing of the Umimoons on the scope of these procedures and
the use of the results.

Staffing

Colin Chuistie will have overali respoasibilicy for this matser, assisted by Michael Cosrefio and me. Copies
of the applicable clriculom vilae ace available ac wwwealserea,

The firm has esmblished houdly billing ares for each professional, which are subjeer 1o change fram dme
to tme and are subject 1o GST. Fees billed will be enlculated based on these rates, dme expended and the
value of the work performed. The cusrent hourly biting rates for Colin, Michae] and me are $350, 5350
and $400 respecavely. Plesse nore thar sll yme expended on interviews, wlephone ells, document
prepueation, review of cosrespondence sent or received by us, mectngs, research and other services
performed will be subject o the fees, the pavmenr af which will cominue under the revms of the Cour
Order dated January 22, 2003, as amended.
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Timing

Based vpon the pammerers oudined above, we rndcipate thar we should be able w complere the
verificaton steps outined and repost to the Court on the resolts of these verification procedures within
30-45 days of ceceiving che marerials from you, subject to these matcrials bring complere and conraining
appropriace audit uails and suppordng documentton.

If you are in agreement with our undesstanding oudined above, please sign below and retun it to
our offices as your earliest convenience,

We will be providing a copy of this Letter of Understmnding to Kendax Invesunents Inc, and
Donald Carmichael. We will alse provide a copy of this Leteer of Understanding to any beneficial
owners or purported beneficial ownees who requestit. Please ler us know if you would like a copy
of this Letrer of Understanding posted on the Bonaventue Cowrt website.

Yours very im}y‘
fkcr & Asg 'orimcs Inc.

Per  Bruce EM,;EE‘

Email: balpecdinloer.ca
Direct Lina: (403) 206-2570

BEA/mmd

o Colin Chissic, Alger & Assouaes oo

e Michael Costello, Algur & Assochues Ine,

cL Carla Murray, Burnet, Duckwosh & Palmer LLP
ce. David LeGevt, Fraser Miiner Chagrain LLD

We ace in agreement with the understanding of the Judicial Trustee, as autlined above:

Per:  Rick Clark
Co-Chait, Bosaventure Small Investors Group

Per: Willun Davis
Co-Chair, Bonavenzure Small Invesrors Group

Per:  Linda Dixon
Appoinied Representave, Bonaventure Small Investors Group
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