To whom it may concern:
This document outlines concerns regarding the following companies and individuals:

Fortress Real Capital Inc
Fortress Real Developments Inc

FMP Mortgage Investments Inc

FFM Capital Inc

FDS Broker Services

Centro Mortgages Inc

Building & Development Mortgages Canada Inc

Jawad Rathore
Vincent Petrozza
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1) Corporate structure and business model of Fortress companies and affiliates

i) Overview of businesses

Fortress Real Development Inc.

Fortress Real Development Inc. (FRDI) is a corporation incorporated under the laws of
the Province of Ontario, having its head office in Richmond Hill, Ontario. Jawad Rathore
is President and Chief Executive Officer of FRDI. Vincent Petrozza is Chief Operating
Officer.

Fortress Real Capital Inc.
Fortress Real Capital Inc. (FRC), is a federally incorporated company, having its head

office in Richmond Hill, Ontario. Jawad Rathore and Vincent Petrozza are officers and
directors of FRC.

FRDI and FRC provide inter alia, development consulting services in connection with real
estate projects.

FMP Mortgage Investments Inc.

A full-service mortgage brokerage and the leading national distributor of syndicate
mortgage investments that fund Fortress projects. FSCO license #12373.



FFM Capital Inc.

A mortgage brokerage that distributes the Fortress syndicated mortgage product. FSCO
license #12391.

FDS Broker Services Inc.

From their facebook page: Canada's leading distributor of syndicated mortgage
investments in real estate development projects led by Fortress Real Developments.
FSCO license #12367.

Centro Mortgages Inc.

Centro Mortgages Inc is the lead mortgage brokerage that registers the syndicate
mortgages that fund FRDI projects. FSCO license #10102.

In early 2016, Centro was renamed Building and Development Mortgages Canada
Inc.
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Source: Strategic Outlook and Corporate Report, 2014
http://ffmcapital.com/wp-content/uploads/2014/09/Fortress_StrategicOutlook-and-CorporateReport.pdf



http://ffmcapital.com/wp-content/uploads/2014/09/Fortress_StrategicOutlook-and-CorporateReport.pdf

The growth in Fortress syndicate mortgage sales has been staggering:

SYNDICATE MORTGAGE SALES
SINCE INCEPTION

Cumulative Sales () $501M
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Source: Strategic Outlook and Corporate Report, 2014
As of late 2015, Fortress claimed to have raised nearly $650M, almost exclusively from
retail investors:



Fortress Real Developments is a Canadian Real Estate Development
Company that seeks out Opportunities in Major Markets

* Founded in 2002
+ Opened to the retall market In 2008 - provides
equity capltal for real estate development
projects
+ Over $5 blilion In butit out value of current
projects
* Currently over 70 Active Projects
» 20+ development partners with decades of
combined success
* 20+ financial partners that provide senlor debt
‘ financing (land, construction, mezz)
|+ Almost $650M funded Into Fortress projects |
* Partners like Cityzen, Fernbrook, Empire, Lamb,
Chestnut HIil, Slerra, Fuslon, Averton

From L-R: Frank Marganl (EVP, Strategy & Development), Jawad
Rathora [President & CEC), Vince Petrozzs {CO0), Ben Myers (SVP,
Market Research & Analytics)

Ben Mywy Foroms Resl Doveiconents | Totin @ Berkd i 26

Source: Presentation given by Ben Myers at Veritas Canadian Housing day, November 10, 2015.

ii) Overview of syndicated mortgage product

Fortress raises funds primarily to finance the ‘soft costs’ of a real estate development. A typical
example may look something like this:

A developer has purchased a parcel of land on which they would like to develop a
condominium project. Before they can receive construction financing from a major lender

at favorable terms, they often have the land rezoned, hire a designer and architect, build
a sales center, hire a sales staff, advertise, and pre-sell at least 70% of the units.

A partial list of Fortress projects can be found here:

http://www.fdsbroker.com/current-fortress-projects/

Rather than advance the money themselves, developers may opt to bring in lender partners to
finance this very risky portion of the development process.

Note that at this point in the development process, much can go wrong. This is a high-risk
investment, as Fortress themselves acknowledge in some of their project fact sheets:


http://www.fdsbroker.com/current-fortress-projects/

Major Risk Factors:

Investments in syndicated mortgages are speculative and involve a high degree of risk. Investors should
be aware that this investment has not only the usual risks associated with the financial ability of the
borrower to make repayments but also risks associated with financing real estate and risk associated with
syndication.

However, Fortress distributors go to great lengths to downplay the risks, and the principals at
Fortress are well aware that their products are being egregiously marketed. Section 4, below,
details this false advertising by distributors. One example is below:

(7 Syndicated Mortgage Facts
FDS

BROKER SERVICES

* Syndicated Mortgages are an established product, allowing a brokerage to
pool together the funds of several different lenders into a single loan
instrument

» Offered in Ontario and Atlantic Canada by the licensed Mortgage Brokers
and Agents of FDS Broker Services

* Canadian Real Estate market “problems” are highly exaggerated and

overstated

* | Development financing is only risky when you don’t do your homework

* Even during difficult financial times, people still need places to live

* Rates of return are dictated by the loan contract

Proudly Oftering

In the event that something goes wrong in the early stages of the development, investors are
secured by the parcel of development land, which then must be sold on an ‘as is’ basis to recoup
losses.

However, Fortress does not always use a fair market value appraisal method, instead often
relying on an opinion of value/residual value method of setting the value of the land, which can
yield valuations that are much higher than what investors would actually receive if the property
was liguidated on an ‘as is’ basis. This is VERY problematic and is discussed extensively below
in the section on guestionable loan-to-value ratios and RSP eligibility.

One unique aspect of this product is the use of interest reserves to pay investors. Syndicated
mortgage products typically pay upwards of 8% ‘interest’. Yet the developer is seeing no cash
flow at this point in the development process, so where does the money come from?

Fortress over-funds developments and sets money aside to pay investors their regular ‘interest’

payments, which are really a form of return of capital. As an example, if a developer needed $5M
to finance the estimated soft costs on a development, Fortress might raise $10M, from which they
would take hefty fees (see below), set aside the interest reserve, and advance the remaining $5M



to the developer. The developer makes no interest payments but must pay back the full $10M.
In this way, it's similar in concept to a zero coupon bond.

A real-life example can be seen below from the Colliers Centre in Barrie (there is an extensive
discussion on the Colliers Centre project in section 9). This was taken from an online document
related to the Mady CCAA bankruptcy proceedings. Note that the Monitor states that $2.8M of
the $16.9M raised was set aside to pay interest back to Fortress investors:

http://www.grantthornton.ca/resources/creditor updates/documents/Mady%20Collier/Nek
ison%20Factum.pdf

26 The section 39 information contained in the Second Report of the Monitor states the

following regarding the $16,897,682 advanced under the Sorrenti/ Olympia Mortgage:

"We undeistand that appioximately $11 million was the net amount advanced by
Sorrenti/ Olympia. From documentation provided by the Company (Mady Collier Centre
Ltd ), we understand that the balance of approximately $6 million was applied to i) sales
and 1eferral fee bonuses ($1,692,308), ii) marketing and promotional fees ($1,438,461),
iii) mortgage broker fees ($507,692), and iv) co-development/ priority returns
($2,284,616)." This is stated despite the project Balance Sheet for the Company showing

"Non-Current Assets" of advance on profit sharing of $6,021,950 and Interest payments

to Fortress of $2,776,943

The use of the interest reserve to fund payment is sometimes used in advertising material for
syndicated mortgages:

MORTGAGE SYNDICATION

A Mortgage Syndication allows small to medium investors to participate as a lender in large real estate development projects. Each
investors piece of capital is pooled together to form the total amount needed. All investments are backed by the real estate itself with
the investor registered on title for security similar to the way the bank’s name is on title for a residential mortgage.

While banks finance the actual construction component of a development, there is still a large need for capital to complete things such
as prepping the site for construction, building a sales centre, engineering drawings and testing, etc. This is where a Mortgage
Syndication comes in and creates a win / win scenario allowing developers to build and investors to eamn a great rate of return in a
stable and secure investment.

Extensive due diligence and research combined with multiple safeguards can make a Mortgage Syndication a very
_safe and stable product to add to your porifolio. Here are the main advantages of a Mortgage Syndication:

» Retuns are partially fixed, usually at 8% annually meaning you will make this each and every year. There is no volatility like a
stock or mutual fund.

« On top of the 8% annual return, investors receive what is called a Deferred Lender Fee (DLF) upon project completion which can
range between 0-4% per year for each year of the investment. DLF payouts are based on a projects overall profit.
Mortgage Syndications are Cash, RRSP, RESP, LIRA, and RIF eligible.
All funds are registered on title and secured by the land for investor security.
Interest owed to investors are often raised in advance and held by a lawyer until payment is due.
Payments are interest only and made monthly, quarterly, or semi-annually depending on the specific project.



http://www.grantthornton.ca/resources/creditor_updates/documents/Mady%20Collier/Nekison%20Factum.pdf
http://www.grantthornton.ca/resources/creditor_updates/documents/Mady%20Collier/Nekison%20Factum.pdf

Note that this can mask financial problems at a development since even if the development has
failed, mortgage holders will continue to receive their “interest” payments for the duration of the
contractual term.

Although unconfirmed, the wording on some Fortress term sheets seems to suggest that
investors can be repaid with money raised from subsequent rounds of funding by investors:

e N ﬁ

CENTRO FORTRESS
MomTEAE MC REAL CAPITAL
Prasents the Product

Project Fact Sheet- Capital Pointe 3™

Developer Name:

Westgate Properties Ltd.

Project Address

1971 Albert Street, Regina, SK

Legal Description:
Lot 50 Block 342 Plan 102032255, 1971 Albert Street, REGINA, SASKATCHEWAN

Anticipated Closing Dates:

April 15, 2014
Borrower Name:
Westgate Properties Ltd.

Valuation:

Authored by: Kevin Ferguson & Jeff Cheong of Legacy Global Mercantile Partners Ltd.
The value for the parcel is $14,600,000.00 7 ?7°? 7
Dated: April 11, 2014

USE OF FUNDS:
The purposes of the monies raised via this syndicated mortgage is to assist in addressing vafious funding

requirements related to all elements of the project's progress, especially prior to the commjencement of
construction. These requirements include, however are not limited to: soft costs, hard , planning &

marketing expenses and the sales center.
| *Funds may be used to replace share percentages of existing investors in prior encumbrances. |

Further, note that Fortress distributors continue to raise capital on developments that already
have Fortress syndicated mortgage liens against the land.




ﬂi\ FMP Mortgages 2+ Follow

fmpmortgages

FMP =

FMP's VP of Biz Dev, @trustedlender presents
our featured investment offering
@SkyCityWinnipeg to our seminar guests

Fortress already raised $10M to

1 . / fund the SkyCity development back

in 2013. See section 5-ii below

This raises a humber of questions.

2) Petrozza and Rathore sanctioned by MFDA and OSC, go to great lengths to silence
public discussion on the matter

In 2011, Mr. Rathore and Mr. Petrozza agreed to an OSC settlement, restricting them from
participating in the securities markets for a period of 15 years for facilitating a ‘pump and dump’

scheme being run out of British Columbia. They were ordered to pay a $3M fine (including
administrative costs).

The OSC settlement is below:

http://www.osc.gov.on.ca/en/Proceedings rad 20111219 phoenix-credit.htm

A description of the events that transpired are also outlined in a BC Securities Commission
hearing:

http://do.bcsc.bc.ca/Enforcement/Decisions/PDF/2014 BCSECCOM 318 pdf/

Some key points from the BCSC findings are below:


http://www.osc.gov.on.ca/en/Proceedings_rad_20111219_phoenix-credit.htm
http://do.bcsc.bc.ca/Enforcement/Decisions/PDF/2014_BCSECCOM_318_pdf/
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Sale of OSE shares to Phoenix clients

The Phoenix clients who purchased OSE shares were generally unsophisticated investors
facing financial duress. Often, they were referred to Phoenix by collection agencies or
creditors. Phoenix gave them debt management advice. In essence, Phoenix arranged for
them to unlock their locked-in RRSPs or retirement accounts, and put the money into
self-directed RRSP accounts to invest and generate much needed returns. In many cases,
Phoenix advised its clients to invest in OSE shares. Phoenix would set up a three-way
conference call with the Phoenix client, a broker and a Phoenix representative so the
client could instruct the broker to effect the purchase of OSE shares.

From January 7, 2008 to March 31, 2009, Phoenix clients bought 4,651,800 OSE shares
at an average cost of $1.80 for a total of $8,357,574. Phoenix clients sold 731,454 OSE
shares at an average price of $1.29 for a total of $941,044. At the end of this period,
Phoenix clients held 3,920,346 OSE shares.

Based on the market price of OSE shares on March 31, 2009, these Phoenix clients
suffered estimated book losses of $7,102,902, excluding commission costs. Account
opening forms indicate that 36 of these Phoenix clients had addresses in British Columbia
and they suffered estimated book losses of $1,198,308 as at March 31, 2009.

The Respondents paid to the Phoenix Group a commission ranging from 10% to 20%
and, in some cases, 28% each time Phoenix arranged for a Phoenix client to buy OSE
shares. According to Rathore, Thal Poonian would tell them how much Phoenix clients
should bid on OSE shares. Rathore did not conduct any independent review on OSE

before recommending its purchase to Phoenix clients.

After trades by Phoenix clients, Phoenix prepared a list of the client purchases and details
of the trades and the commissions payable to the Phoenix Group. Rathore communicated
with Thal Poonian daily, through the “Tim Jenson” email address at Hotmail used by
Thal Poonian or by telephone to a mobile number registered in the name of Sharon
Poonian and used by Thal Poonian (Thal Poonian’s Cell).

Rathore understood that Thal Poonian controlled OSE shares through a network of
people. Rathore told Commission staff: “any payments received in from Thal I presumed
were from Thal or from his companies. It’s pretty evident that he has a bit of a network
and moves money through different people, so I’'m not surprised if some of those
payments in were made from other people on Thal’s behalf.”

Commission staff entered into evidence approximately 350 emails from Rathore to the
Tim Jenson email address. Each email referenced OSE and the name of an individual
Phoenix client who purchased OSE shares. The emails also referred to the number of
OSE shares purchased, the purchase price, the value of the OSE shares purchased, the
brokerage firm used and, in almost all cases, the commission amount in dollars or
percentage.

Commission staff matched the names of each Phoenix client in these emails against
purchases of OSE shares and in every case there was a purchase of OSE shares that
matched the name of the Phoenix client in the email and the details of the purchase. One
exhibit entered into evidence shows 13 examples of purchases of OSE shares by Phoenix
clients that match emails from Rathore to the Tim Jenson email address. In each of the
examples, the seller of the OSE shares was either a Respondent or a Secondary
Participant.




Jawad Rathore has also been banned for life from the MFDA in 2005 over a separate infraction:
http://www.mfda.ca/enforcement/hearings05/Decision200504. pdf

Rathore has made multiple false and misleading statements to the media regarding the nature of
the OSC sanctions:

http://www.cbc.ca/news/canada/manitoba/skyscraper-developers-ordered-to-pay-3m-in-
2011-1.1319587

[...] “There was no findings of guilt or wrongdoing or anything else like that, so we are
happy to have made a settlement on that non-related business.”

Clearly there were findings of wrongdoing. Stating otherwise is meant to mislead potential
Fortress investors.

http://www.thebarrieexaminer.com/2015/07/21/fortress-and-mady-have-worked-together-
on-several-projects

[...] Rathore points out Fortress Real Development is not related to the Phoenix
company.

“It's a completely different business. The only real common thread is I'm a majority
shareholder of each. Our restrictions, the settlement there, totally unrelated business,
doesn’t inhibit whatsoever our ability to do any of our real-estate business,” Rathore said.
“For us, due diligence is really the heart of what we do. What happened in the financial
markets (between 2007 and 2009) was incredibly unexpected, it was calamitous, it really
affected a lot of people. Those business activities are seven or eight years ago, and a lot
has changed since then as well.”

The clear implication is that the sanctions had to do with severe market volatility during the
financial crisis. This is false and misleading.

Further, Fortress has gone to great lengths to silence those who have brought up these past
infractions on the internet and social media. Below are libel notices sent by Fortress lawyers to
several individuals.

The individual who received the letter below referenced the OSC and MFDA sanctions and
suggested that Mr. Rathore and Petrozza had ‘stained backgrounds’:


http://www.mfda.ca/enforcement/hearings05/Decision200504.pdf
http://www.cbc.ca/news/canada/manitoba/skyscraper-developers-ordered-to-pay-3m-in-2011-1.1319587
http://www.cbc.ca/news/canada/manitoba/skyscraper-developers-ordered-to-pay-3m-in-2011-1.1319587
http://www.thebarrieexaminer.com/2015/07/21/fortress-and-mady-have-worked-together-on-several-projects
http://www.thebarrieexaminer.com/2015/07/21/fortress-and-mady-have-worked-together-on-several-projects

NORTON ROSE FULBRIGHT
wlT H PREJUD |cE Bamrirs & Ssoctora (Pslen! & Trede-mars Sgenh
Maorten Roge Fulbright Canada LLP
Foyal Bank Plaza, Soulth Towar, Suite 3800
200 Bay Sireal, P.O. Bex B4
Toronbe, Ontano MSJ 2724 CAMNADS

June 19, 2016

Sent By Courier and Email

F:+1418.216.3530
nortonrosefulbright.com

Diract line
+1 418 218 230

Ermail
Jennifer. Taskay@notonmosefulbright.com

Dear M. (ING_
Comments on Twitter Regarding Fortress Real Capital Products

We are the solicitars for Fortress Real Capital Inc. and Fortress Real Developments Inc. (collectively, Fortress)
W have reviewed certaln comments posted by you on Twitter, in relation o Forress (copy attached)

Your comments have been widely circulated.  Your comments also contain staternents that are false and
defamatory and were distributed with the clear intent of damaging the reputation of our clients. The staterments
contained In the posting have harmed the reputation of Fortress in the finencial community, the mortgage
brokerage industry and amangst the general public.

||::| particular concern is the allegation that Fortress' principals have a "stained hackgraund‘l. that fees and
cammissions are ‘undisclosed” and thal Fortress directs mortgage brokers to advertise false stalements.

These statements, by their plain and ordinary meaning, are untrue and defamatory. The misstatemants
published by you are extremely serious and irreparably damaging to our chients

Cwr clients heraby demand: (1) an immediate retraction in a form approved by our clients in advance, (2} that
you preserve all paper and electronic copies of the defematery statements, and all associated documents, and
{3) that you cease asnd desist fram making all such statemants. Cur clients resarve all of their rights and
remedies as against you with respect W the statements that have been made to date.

Ve look forward 1o hearing from you by close of business on June 23, 2015, faiing which we wil seek
ingtructions to commence legal proceadings without further notice ta you.

Yaurs very truly,
] N 1
i | i 1 -
- }..." ¥ -
w

J r—."'n{';iler Téskay

'
|

Enel.



The individual who received the letter below posted a link to and direct quotes from a Globe and
Mail article highlighting the BCSC ruling:

http://www.theglobeandmail.com/report-on-business/industry-news/the-law-page/five-
investors-manipulated-share-prices-bcsc-rules/article20519867/

NORTON ROSE FULBRIGHT

WITH PREJUDICE Harrisiers & Soicitons ( Paen & Tode- sk Agenis

Norton Bose Fulbright Canada Lup
February 28, 2015 lioval Bank Plaza, South Tower, Suite 3800
SO0 Bay Sireet, PO, Dox 84

; . Toromta, Untaree MS) 224 Canada
Sent By Email and Hand Delivered ’

Fz+1 4162163930

Ban Rabidoux narionrosefulbright.com

Diirect lirmg
+1 £16.216. 2303
Emai
DBHE theove, nat Jennifer, TeskeyEnorenasefdbright, com

mail.com

Dear Mr. Rabidoux:
Detamatory Comments on Twitter Regarding Jawad Rathore and Vincenzo Petrozza
We are the golicitors for Jawad Rathore and Vince Petrozza

It has come to our attention that you, through Twitter, have engaged in @ campaign of disparagement aimed at
damaging the reputations of Messrs. Rathore and Petrozza (copy attached),

The pariculars of the statements complained of are delailed in the enclosed libel notice, served upon you
pursuant ko the Ruwes of Civl! Procedure and in satisfaction of 5. § of the Libel and Slander Act

The statements are false and defamatory and actionable at law, They have injured Messrs, Rathore's and
Petrozza's reputations

Tour conduct has been iresponsible and destructive and is indefensible. It is clearly driven by malice and ill-will.
We demand that you immediately cease and desist from: (i) making any further defamatory or potentially
defamatory statements sbout Messrs, Rathore and Petrozza, in any public forum, and (i) interfering in any way,
shape of form with the operations of their business.

We also demand that you make a full public apology, and retract all defamatary or potentially defamatory
statements made by you from all forms of media, including Twitier, The apology and retraction must be in a form
appraved by the Plaintifls.

‘We expect that you will comply with these requests by March 2, 2015,

If you do not comply with the above, we will seek instructions to commence legal proceedings against you in
respect of all of the defamatary statements made by you to date.

In this regard, please advise if Mr. Lovel |5 authorized to accep! service of the Statemant of Claim. If not, we will
procead with senving you persanally.


http://www.theglobeandmail.com/report-on-business/industry-news/the-law-page/five-investors-manipulated-share-prices-bcsc-rules/article20519867/
http://www.theglobeandmail.com/report-on-business/industry-news/the-law-page/five-investors-manipulated-share-prices-bcsc-rules/article20519867/

TO:

IN THE MATTER OF THE Libe! and Slander Act, R.3.0, 1990, ¢, L.12

Ben Rabidoux

LIBEL NOTICE

TAKE NOTICE that Jawad Rathore and Vincenzo Petrorza (collectively, the Complainamis)

complain that postings made by you an Twitter on February 24, 2015 (the Defamatory Postings) a copy
of which are attached hereto, is defamatory of the Complainants.

In parficular, the Complainants complain abous the following words:

“Wedl, well. This Is just disgusting, Waorth the read - Five investors
manipulated share prices, BCSC rules fw ta/MkivBA
2. "Many of the buyers were clents of Phosnix Credit Risk
Management Consulling Inc...who were already facing “financial
duress™

3. "These people wera unsaphisticatad, and were in finangial distress to
DEQiI’I with..now their retirement savings have bean devastated as
wedl”

4. "Phoenix clienis boughl ovar $8.3m warlh of OSE shares in 08-08,
not  knowing...some of its  officials were being paid  large
COMmMissIons”

5, "Phosnix and sanior afficials including Jawed Rathors and Vincenzo
Patrazza separabely reachad a sathemeant with the 050 m 20117

The Complginants state that the Defamatory Postings make and imply false and defamatory

statemants about it ang that the words weare publisned maliciously.

WOrcs,
mean:

1)

2)

3

Wilhout bmitng the generably of the natural and ordinary meaning and innuendoes of these

in the context in which they sppesred, the defamatory words meant and were understocd o

The Complainants have engaged in criminal, civil and reguiatory wrangs including but not limited
o theft, fraud and misrepresentation;

The Complainants are responsible for prejudice to OS5E investors, Phoenix cliants and athaers;
and

The Complamnants have conspired with or otherwise associated themselves with other persons or
antities for the purpose of illegally andior inequitably causing prejudice (o OSE invastors, Phoanix
clients and others.

in addition, withowt limiting the generality of the natural and ordinary meaning and innuendoes

therecf, thasa words, in the context in which hey appearad, were intendad to;

In addition, they have threatened multiple online forums for allowing posters to discuss their
previous infractions. The screenshot below shows Fortress Senior VP Ben Myers threatening an
‘Urban Toronto’ forum member for posting links to the OSC and MFDA rulings:



RTRE
AL DEVELOMMEN

BMyers saidt 1
I make it a point to trust folks with Booty in their screen name!

1 have to agree with Mike & condo George on this one (please save the you're biased because you're in real estate comment, heard it, | evaluate the numbers and have nothing to do with this project or this
deveioper)

Good to know a guy who works for convicted scammers (Jawad Rathore & Vince Petrozza) agrees with Mike & CG. Your bosses stole money from investors and now they opened up another investment company that you work for. As far
as credibility goes, you and your company have ZERO.

http/www.mida.ca/regulation/bulletins05/Bulletin0157-E pdf
http//www.mfda.ca/enforcement/hearings05/Order200504 pdf

http/ .QOV.0N.Ca/t rad_20111219_phoenix-credit htm

58
BMyers, Jul 18, 2014 #5832
| suggest you get your facts straight, because some of your comments on Urban Toronto are 5. You will hear from our fawyers if this continues and that will be the fast | will say on the matter. If you want to continue to troll me

every time | post on here, feel free, but | will continue to ignore you.

As for my credibility, it has never been higher, I've appeared on CTV. Global, CityTV to talk about the condo market, I've been quoted in the Star, Globe, Sun, Toronto Life, etc, etc. |'ve given presentations to BILD, OHBA, the major schedule A
banks, mortgage insurers, developers. The Bank of Canada calls me to discuss the market pesiodically.

If you want to show me what credibility you have, I'd like to see it.

BMtyers said. 1
1 suggest you get your facts straight, because some of your comments on Urban Toronto are slanderous. You will hear from our lawyers if this continues and that will be the last | will say on the matter. If you want
to continue to trofl me every time | post on here, fee! free, but | will continue to ignore you.

As for my credibility, it has never been highev, I've appeared on CTV, Global, CityTV to talk about the condo market, I've been quoted in the Star, Globe, Sun, Toronto Life, etc, etc. I've given presentations to BILD,
OHBA, the major schedule A banks, insurers, devel The Bank of Canada calls me to discuss the market periodically.

If you want to show me what credibiiity you have, I'd like to see it.

Why don't you tell us the “facts™?

Jaward is banned FOR LIFE by the MFDA. OSC gave him 15 years and a $3 million fine. It's all in the links | posted, right from MFDA and OSC.

Last | checked, | am still allowed to trade securities. That alone gives me more credibiltiy than the scumbags you work for.

As for your lawyer, | look forward to hearing from him. I'm sure Jawad Rathore and Vince Petrozza would love to be in the news again for their scams. It will certainly bode well for Fortress Real Developments. @

The forum moderator later allegedly sent the poster a message warning that Fortress lawyers
were demanding his information, as can be seen in the post below.



B Yesterday, 09:38 #9090

DearSummer © ;l‘:;:lsl‘)ate: Mar 203!;
UT Member :

UT deletes my post and then PMs me this:

ﬁ I need you to stop trolling Ben Myers ance and for all. They are threatening legal action against you and have asked us for your contact email. Let me know
your intentions.

Fact: Fortress's CEQ and COO are banned from the MFDA and OSC. They paid over $3 million in fines.
http://www.mfda.ca/regulation/bullet...etin0157-E.pdf
http://www.mfda.ca/enforcement/heari...rder200504. pdf

http://www.osc.gov.on.ca/en/Proceedi...nix-credit.htm

These guys are known scammers. This deserves to be public knowledge, and there is nothing wrong with informing other readers of Fortress' past
while reviewing the information that Ben Myers posts regarding how great of an investment real estate is.

The level of censorship on these forums is disappointing. Why can't we talk about the junk bonds that Fortress peddles to unsophisticated investors?

http://www.winnipegfreepress.com/loc...260372621.html

Wihen fees are taken into account, only 37 per cent of the cash raised through the bond offering will be devoted to the actual development, the analyst
estimated, adding Fortress and Mady have not invested any of their own funds in the bond offering.

LiveWorkPlay intends to loan the invested funds to the numbered company that owns the surface-parking lot. Although Fortress and Mady own that
company, this structure means "there is limited recourse for investors in the event of default," the analyst noted.

The analyst also stated investors might not be able to get all their principal and interest back if the property has to be liquidated.

Owverall, the report rated the eight per cent LiveWorkPlay bond offering "highly speculative” from a risk perspective and stated it offers a weak return in
comparison to the risk.

Is this not information that contributes to the community here and draws more insight into how some of these developments are being funded?

Just some food for thought...

Both posts have since been deleted by moderators.

Further, a twitter account, @craig_burley, posted the following retraction following critical
comments regarding Mr. Rathore and Mr. Petrozza:

Craig Burley @craig_burlay - 17 mins
| will not repeat any of the comments made about Fortress and hereby withdraw
them unreservedly. @BenRabidoux @HardcoreValue

Craig Burley @craig_burlay - 17 mins
...retract any and all opinions/statements. 2/2 @BenRabidoux @HardcoreValue

Craig Burley ©craig_burlay - 17 mins
Recently | tweeted statements about Fortress & its principals. | completely and
without reservation... 1/2 @BenRabidoux @HardcoreValue

Finally, the images below are from the comment section of a post on Mortgage Broker News
regarding FSCO warning of unlicensed syndicated mortgage providers:



http://www.mortgagebrokernews.ca/news/fsco-warns-about-syndicated-mortgages-182229.aspx

Ron Butler 1| on 2014-09-25 2:47:12 PM

Paul, with equal respect; their are hundreds of mortgage brokers in
Ontario and you know many of them personally, who have been
arranging small syndications of two to ten individuals to provide
private mortgages on simple residential properties for decades.

These mortgage brokers are not "selling" anything, they are not
paying referral fees for investment funds they are simply brokering
mortgages between borrowers and private lenders. None of them
have the biggest booths at industry meetings, none of the are
sponsoring every industry event like they have an infinite source of
funds. These men and women have the upmost integrity, skill and
honesty; more to the point, none of those folks have been
sanctioned by any regulator let alone two, no matter how good the
back story about the sanctions is.

I know where I would invest my money.

Ron Butler | on 2014-09-26 5:29:08 PM

Fortress lawyers email me threat of lawsuit without full retraction.
Somebody is nervous.

Ron Butler 1| on 2014-10-14 4:38:21 PM

With regards to Fortress Capital Inc., Fortress Real Development
Inc., Jawad Rathore and Vince Petrozza, we posted certain
comments under the article "FSCO warns about unlicensed
syndicated mortgages" We completely and without reservation
retract any and all comments, suggestions opinions or statements
made. We will not repeat any of the foresaid comments,
suggestions, opinions, or statements and withdraw them
unreservedly

Ron Butler | on 2014-10-16 2:46:17 PM

My recent posting was not intended to damage the reputations of
Fortress Capital Inc., Fortress Real Development Inc., Jawad
Rathore or Vince Petrozza and was not directed at them in any
way. I apologise for any confusion that I may have caused.


http://www.mortgagebrokernews.ca/news/fsco-warns-about-syndicated-mortgages-182229.aspx

3) Exceptionally high fees generated off the syndicated mortgage product

i) Fees to Fortress

The Fortress syndicated mortgage product is often advertised as having no fees, in contrast with
MERs from mutual funds, etc (see Appendix A for some examples). In reality, a large portion of
the funds raised is used to pay various fees.

Again, the Mady insolvency filings provide insight into the use of funds raised by Fortress. The
document below states that of the $16.9M raised by investors, nearly $6M was diverted to fees,
with only $11M being advanced by the lawyer (Sorrenti):

http://www.grantthornton.ca/resources/creditor _updates/documents/Mady%20Collier/Nek
ison%20Factum.pdf

26 The section 39 information contained in the Second Report of the Monitor states the

following regarding the $16,897,682 advanced under the Soirenti/ Olympia Mortgage:

"We undeistand that appioximately $11 million was the net amount advanced by
Sorrenti/ Olympia. From documentation provided by the Company (Mady Collier Centre

Ltd ), we understand that the balance of approximately $6 million was applied to i) sales

and 1eferral fee bonuses ($1,692,308), ii) marketing and promotional fees ($1,438,461),

iii) mortgage broker fees ($507,692), and iv) co-development/ priority returns

($2,284,616)." This is stated despite the project Balance Sheet for the Company showing
"Non-Current Assets” of advance on profit sharing of $6,021,950 and Interest payments

to Fortress of $2,776,943

Further, an analyst report on a bond offering on their SkyCity development in Winnipeg noted that
nearly 25% of the offering would be absorbed in fees, with Fortress management collecting a 7%
fee up front, regardless of how the project fares:

http://www.baystreet.ca/articles/research_reports/fundamental research/Liveworkplay-
Dec-2013.pdf



http://www.grantthornton.ca/resources/creditor_updates/documents/Mady%20Collier/Nekison%20Factum.pdf
http://www.grantthornton.ca/resources/creditor_updates/documents/Mady%20Collier/Nekison%20Factum.pdf
http://www.baystreet.ca/articles/research_reports/fundamental_research/Liveworkplay-Dec-2013.pdf
http://www.baystreet.ca/articles/research_reports/fundamental_research/Liveworkplay-Dec-2013.pdf

Sales and commission fees
Sales and commission fees total 10.35% of the gross amount raised.
Management fees

There is a 4.65% marketing fee taken on the total raise that management intends to pay to third
party marketing providers (such as Blueprint). Fortress will receive 15% of the operating
reserves upfront, and Mady will receive 4%. The OM does not define ‘operating reserves’.
Management states that operating reserves are funds remaining after sales and marketing fees
(totaling 15% of the gross amount), and interest reserves. Management did not state how much
they intend to keep aside as interest reserves. The below example assumes a 5 year interest

reserve.
Offering 100%
Less sales & commissions (10.35%) 10.35%
Less marketing fee (4.65%) 4.65%
Interest reserve (present value) 39.40%
Operating reserve 45.60 %
Fortress management fee (15%) 6.84%
Mady construction fee (4%) 1.82%
Capital availabe after fees 36.94%

The above table shows that only 36.9% of the gross amount raised in this offering will be
put into the project.

There is no annual management fee for this offering. If we combined Fortress and Mady’s fees
(15% of the operating reserves, or 8.66% of total capital raised), the annual management fee
would be approximately 1.73% annually (assuming a 5 year time horizon). We feel that the
annual fee of 1.73% is in line with comparable offerings. However, the negative aspect for
investors is that Fortress/Mady receives this fee upfront.

ii) Referral fees

It is well known within the mortgage industry that Fortress, like other syndicated mortgage
companies, generously compensates referrals from mortgage brokers, realtors, and financial
advisors. This can be seen in the above charts, which both show sales and referral fees being
roughly 10%.

Below is a comment from Ron Butler, a respected mortgage broker in Ontario, on the Mortgage
Broker News forum. Here he suggests that referrals from Fortress are multiples of what
mortgage brokers are paid to originate mortgages for lenders:

http://www.mortgagebrokernews.ca/news/fsco-warns-about-syndicated-mortgages-
182229.aspx
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Ron Butler | on 2014-09-24 7:39:43 PM

Glenn, the founders of Fortress have a lifetime ban from the Mutual
Fund industry, that speaks for itself. Bernie Madoff was the
Chairman of the NASDEQ so I don't care about how many B of C
meetings you are having and ENRON's Chartered Accountants said
they were perfect till the week they shut down

I do not need any veil lifted because common sense and logic are
my keys to the truth and 8.5% interest rates don't make any sense
on complicated developmental financing. By the way what
happened to the money that formed the difference between the
8.50% and the 19.00%? When I can do plain vanilla, single family
house mortgages on 75% LTV Crosstown appraisals and yield 10%
for my investors, why would anyone do such complex deals for
8.50%

If it takes all those paragraphs of horse droppings you just wrote
to make it sound like paying 19% interest is a brilliant business
plan for the borrower then I have a bridge in Brooklyn for you to
look at buying .......... oh wait............. FDS is already syndicating
the financing on that bridge.

Honestly, do all the financing you want, bring in all the money you
can; just stop doing it as mortgage broker, go out and get a
limited market dealer license and be regulated by Securities, form
a MIC and do it that way and for God's sake stop soliciting other
mortgage brokers to rope in investors by paying referral fees five
times the size of what lenders pay us to actually originate
mortgages.

In fact, the ad below for a position with FDS Broker Services, promises that applicants “will be in
the field and closing sales in less than 7 days” and that they can expect to earn a minimum of
$125,000 in their first year.



CL toronto > mississauga > jobs > sales

reply prohibited (& Posted: 18 hours ago
- Syndicated Mortgage Specialist (GTA)
Looking for the next great career opportunity? comp jon: Mini ion of
$1,500 per transaction. Average
Look no further! commission $2,500 per transaction.

Average Syndicated Mortgage
Are you a self-starter who is highly motivated and loves to sell? Let us show you how to take your first ~ Specialists submit 1 deal per week which
step towards financial independence! averages to $125,000 per year income.

FDS Broker Services is a leader in providing Canadians with an incredible investment product that offers them a consistent 8% rate of return in the
proven market o! adian real estate development.

We have openings for 5 itted, passi experienced salespeople who want to help consumers invest like the banks do, while achieving financial
freedom in the process.

With our FasTrack training pro; we will have you in the ficld and closing sales in less than 7 days. And what can you expect to ecamn? With about
$2,500 in commission per transaction, our average sales reps Conduct at least one transaction per Week. That's 2 minimum of $125,000 you Can expect to
earn in your first year.

Do you qualify? Find out today by contacting us at www.fdsbroker.com/apply or by calling Holly at | show contact info

« Principals only. Recruiters, please don't contact this job poster.
« do NOT contact us with unsolicited services or offers

post id: 4834189636  posted: 18 hours ago email to friend best of

Finally, below is an interview with a Mr. Roy Deeks, identified as the principal broker of Unity
Financial Mortgage Services. Note that Mr. Deeks’ Linkedin profile indicates that he originates
syndicated mortgages through Titan Equity Group, a Fortress competitor. Nevertheless, there
are reasons to believe that the referral fees are relatively comparable across providers. Mr.
Deeks notes that “the referral fees are much greater than what | was earning on my standard
mortgage business”.

http://www.mortgagebrokernews.ca/tv/roy-deeks-broker-retirement-plan-107175.aspx



http://www.mortgagebrokernews.ca/tv/roy-deeks-broker-retirement-plan-107175.aspx

Roy Deeks, Principal Broker, Unity Financial Mortgage Services, The
Mortgage Centre

Roy Deeks: The brokerage market is shrinking and the stock market has
been wvolatile since 2008. It presents a challenge to both our clients as
investors and to mortgage brokers to increase our broker business and to
survive in this, in these trying times with the banks being more aggressive,
I believe that I have found the solution to adapting to the change that we
have been presented with and that is a syndicated Mortgage Investment.

It's within my expertise level, I don‘t have to go outside of the box and
bring in Insurance Products or Investment Products that I don’t understand.
It's something I can go back to my database with and actually provide
additional value added to what I did when I first met them. So like most of
us I spent a lifetime building this client base and how do I capitalise on that.
There's no market for selling my business, I would rather be spending less
time at work and more time doing the things that I want to do with my life,
so how do I do that.

And when I did my due diligence on this product, I realised that most of the
work is going to be done by the product provider and all I have to do is go
back to my clients and offer them something that they are focused on
already and that is wealth preservation, wealth growth and income
generation. I'm using it in my business and it's been a runaway success as
far as I'm concerned. It's, with the beauty of the product is that jt's a
secured investment, the client gets an 8% guaranteed return over a three
year term, plus a 12% profit participation at the end of the project and they
have direct registered ownership in the mortgages registered against real

security. So guaranteed returns, real tangible security with gquality, bank
quality projects, developers that have a proven track record and real estate
which you can touch and feel whenever you happen to want to look and see
how your investment is doing. The referral fees are much greater than what
I was earning on my standard mortgage business, so it's solved another
issue for me, I don't have to worry about selling my broker business, I can
go back to my database which is a gold mine for most of us and actually
offer them a product that’s in tune with where their focus is in their, at their

stage of life.

Regarding Titan Equity Group, note that the Ontario Securities Commission recently alleged fraud

against the founder, Lance Kotton:
http://www.thestar.com/business/2015/11/27/ontario-securities-commission-investigating-
york-region-real-estate-firm-with-ties-to-toronto-fc.html

Mr. Kotton was previously the marketing manager at Fortress (see third paragraph of press

release below):
http://www.marketwired.com/press-release/toronto-ottawa-landscape-is-about-change-
with-three-new-development-projects-from-fortress-1500571.htm



http://www.thestar.com/business/2015/11/27/ontario-securities-commission-investigating-york-region-real-estate-firm-with-ties-to-toronto-fc.html
http://www.thestar.com/business/2015/11/27/ontario-securities-commission-investigating-york-region-real-estate-firm-with-ties-to-toronto-fc.html
http://www.marketwired.com/press-release/toronto-ottawa-landscape-is-about-change-with-three-new-development-projects-from-fortress-1500571.htm
http://www.marketwired.com/press-release/toronto-ottawa-landscape-is-about-change-with-three-new-development-projects-from-fortress-1500571.htm

4) Egregious marketing of syndicated mortgage product by realtors and mortgage brokers
who collect hefty referral fees

The generous nature of the Fortress referral fees and the apparent lack of oversight from
regulators regarding advertising have led to this product being egregiously marketed. Appendix
A contains a sample of these ads, which includes statements such as ‘guaranteed’, ‘like a GIC
but paying 8%, etc.

The principals at Fortress are well aware that their product is being falsely advertised by
wholesalers.

5) Highly questionable land valuation

One claim seen repeatedly in advertisements for the Fortress syndicated mortgage product is that
it is a ‘secured’ investment, meaning that investors have their loans secured by the value of the
land by being directly on title. Below are just a couple examples:

memortgages.com‘m‘-or:c;(mus why-choose-a-syndicate-mo age B3 & UQ search ) ﬁ g g 3

Why Choose a Syndicate Mortgage?

December 18, 2014

Are you tired of watching your portfolio fluctuate with the volatility of the stock market? Are you looking for a consistent
rate of return on your investments? Maybe you should consider investing in the proven Canadian real estate market
without the headaches of being a property manager.

Syndicate Mortgage Investments offer you the opportunity to choose which project you invest in and this form of investing
is RSP eligible without the need to be an accredited investor. With a minimum of only $25,000 you can enjoy 8% fixed rates
with the potential to earn a deferred lender fee at the completion of the project. All investors are also registered on title at
the land registry with their full amount as a lien on the property as collateral and security.




EARN--

8%

ON YOUR INVESTMENTS

ADVANTAGES OF SYNDICATED MORTGAGES

* RSP, LIRA, LIF, RIF, RESP, TFSA and CASH eligible
» Defined short term contracts

* Fixed interest and|security of principal

Minimum $30,000 investment

Note: This is an example based on a standard 4 ye
nvestment term

One striking feature of many Fortress deals is the questionable valuation of the land upon which
the syndicated mortgage is secured. Remember, if something goes wrong in the early stages of
the process, the only recourse to investors is the value of the land, which must be sold on an ‘as
is’ basis to recoup funds.

This is why AACI Appraisals are necessary to determine the fair market value of the parcel of
land to ensure adequate value to repay investors if it had to be sold on an ‘as is’ basis.

Below are details of just a handful of specific Fortress projects pertaining to the purchase price of
the land, the mortgage liens against the land, and the opinion of value.

Note that in many cases, liens are registered on behalf of syndicated mortgage investors within a
very short time of the purchase of the parcel of land, and often at multiples of the recent purchase
price. This is very troubling.

i) Colliers Centre, Barrie

Note below that the parcel of land was sold to Mady Colliers Centre Ltd for $4M in July 2012.
One month later, a lien was registered on behalf of Fortress investors for $17M.

http://www.qgrantthornton.ca/resources/creditor _updates/documents/Mady%20Collier/Application
%20Record%20Part%202.pdf
See document page 207
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* CERTIFIRD IN ACCORDANCE WITH THE LAND TITLES ACT + SUBJECT TO RESERVATIONS IN CROMY GRENT *

Note from the document above that Olympia Trust is registered on title. Olympia Trust
administers all mortgages that are held within registered accounts (RRSPs, TFSAs, RESPs, etc).
The Canada Revenue Agency’s position is that an investment is RSP eligible only if it does not
exceed 100% of fair market value of the underlying collateral. There is more on this in section 6
below, but note that any time Olympia Trust is registered on title, the investment has been
marketed as RSP eligible.

To justify placing a lien of this size against the parcel of land, Fortress relied upon an ‘opinion of
value’ letter (NOT a AACI appraisal) from Cushman & Wakefield. The letter specifically states
that it is not an appraisal, as it uses a ‘residual value’ method to determine the aggregate land
contribution to the total project.
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July 18,2012

Derek Sorrenti

Derek Sorrenti In Trust

3800 Steeles Ave W, Suite 400
Woodbridge, Ontario LAL 4G9

Dear Mr. Sorrenti,

1 am pleased to provide you with an [Opinion of Market Value|in connection with above captioned project. As you
will find herein, we have provided three (3) distinct values in order to achieve an aggregate market value for the
entire project. As well, we define specifically an aggregate land contribution for the project. In this regard, we
will provide values on the following basis:

1) A market value on a Per Buildable Foot Basis for the land contribution of said development being
62,781 square feet.

2} A market value for the Commercial/Retail component of the project using the Income Approach.
3) A market value for the Office component using the Income Approach,

It is understood by both parties that this letter does not constitute a legal appraisal and in the event that one is
required, an AACT would be retained by the owner.

The subject property comprises a 2.00 acre site and is an assembly of two (2} land parcels in Barrie's Downtown
Core. The subject is strategically located and is municipally known as %0 Collier Street and 55 Mulcaster Streel.
The writer has confirmed that said location includes excellent local amenities including strong transit and
highway access.

The proposed Collier Centre is comprised of three (3) building components that will total more than 230,000
square feet of gross floor area. The components include a seven (7) story residential condominium building
(Lakeview Cendominiums) and an eight (8) storey Silver LEED Class A office building which is the first of its
kind in the City of Barrie. In addition, this project includes four (4) levels of commercial retail space and
underground parking below the two (2) towers.

The subject development includes four (4) levels of parking containing 378 parking spaces with two (2) levels
being underground parking. We understand that 80 parking units have been essigned to the 76 residential
condominiums with the remaining 298 spaces available for the retail and office tenants.

The writer understands that since the project was launched in October 2011 more than B5% of the residential
condominiums have been sold and 67% of the commercial and retail space has been leased to high quality
covenants. The Tenants include Sobeys, The Bank of Montreal, The City of Barrie, Second Cup and Barriston
Law Firm who have leased the top four (4] office floors of the tower.
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The aggregate revenues in all three categories based on the above analysis amounts to $72,042 875,00, The
| aggregate land contribution of all three (3) categories based on the above analysis amownts 1o $21,840,090.00. |

The value is supporied by the advanced state of the project, including sakes, leases in place with AAA tenants,
zoning and permits and construction financing cloge to conclusion.

We hope that this letter assists you in your decision making process. Please do not hesitate to contact the writer if
you reguire furthes information,

Yours truly,

John M. Filice, M.A.
Senior Vice President & Broker

The important part to remember here is that if a problem emerged on day 1, the actual fair market
value of the land providing collateral to investors if sold on an ‘as is’ basis would be nowhere near
$21.8M and would be very close to the $4M original purchase price. This is indisputable!

This means that the wholesalers who market these products as ‘safe’ because investors are
registered on title are guilty of false advertising.

Also of interest, below is a FSCO Investor/Lender Form provided to an investor in the Colliers
project by a FDS representative. Note that it specifically states that an appraisal had been done
and that the appraised ‘as is’ value is $21.8M. This is false.

5. Appraisal:

No appraisal has OR
An appraisal has been done on the propertylFor all propariies,|appraised “as is” value:|$ 21,840,090.00

For development and construction projects projected market value when project is complete, §
Date of appralsai: July 17, 2012

Name and address of appraiser: John Filice, Cushman& Wakefield Ltd.



ii) SkyCity, Winnipeg

A BayStreet.ca report on the SkyCity Winnipeg project suggested that the purchase price was
$9.5M in September of 2013:

http://www.baystreet.ca/articles/research_reports/fundamental research/Liveworkplay-
Dec-2013.pdf

We have reviewed the title for the property, which management acquired in September of
2013 (the Ontario offering provided the required equity to acquire the property).

The property was acquired for $9.5 million, and is owned by a numbered Manitoba
company controlled by Fortress and Mady.

Note that Mady and Fortress raised money for the acquisition of the land through a separate
offering. Interestingly, it appears from some online developer forums that local developers
guestion the purchase price, with some suggesting Fortress and Mady paid a very significant
premium to any other comparable sale at the time.

http://forum.skyscraperpage.com/showthread.php?t=213641&page=12

" Posted Feb 15, 2015, 5:07 PM #237

Join Date: Jan 2014
Posts: 142
4 Labroco o

Registered User

Quote:

Originally Posted by SD1 3,
I disagree completely. Simplicity is the only one putting out hard numbers and pr g a solid, r d critique of this project specifically, and the Fortress
business model more generally. He's the reason I hang around here.

I tend to agree...

Although a slightly gentler approach would be appreciated first thing in the morning and would add to simplicity's rational position...

lYou really have to ask why they spent $9,500,000 for a site that sold months earlier for $4,500,000 ... |

That's 48,000 ft2 of land at over $90ft2!! (Highest price to that date).

The fortress price was almost $200ft2!!

$5,000,000 of investors money flew out the window on the day the transaction
closed...

Typical OPM mentality .
Go try and make any sense of that!

If anything it should be use as a comparable for the Cariton Avenue site in an attempt to recover its huge purchase price... (CV went on record justifying the purchase price
by using this site as a comprable).

I think this sale will be excluded though in an attempt to average down the final Carlton sale price...

(73 Quote



http://www.baystreet.ca/articles/research_reports/fundamental_research/Liveworkplay-Dec-2013.pdf
http://www.baystreet.ca/articles/research_reports/fundamental_research/Liveworkplay-Dec-2013.pdf
http://forum.skyscraperpage.com/showthread.php?t=213641&page=12

L Posted Feb 15, 2015, 7:23 PM #240

Simplicity @ Join Date: Feb 2014
Registered User U
Quote:
Originally Posted by Labroco ;.
I tend to agree...

Although a slightly gentler approach would be appreciated first thing in the morning and would add to simplicity's rational position...
You really have to ask why they spent $9,500,000 for a site that sold months earlier for $4,500,000 ...

That's 48,000 ft2 of land at over $90ft2!! (Highest price to that date).

The fortress price was almost $200ft2!!

$5,000,000 of investors money flew out the window on the day the transaction
closed...

Typical OPM mentality .
Go try and make any sense of that!

If anything it should be use as a comparable for the Cariton Avenue site in an attempt to recover its huge purchase price... (CV went on record justifying the
purchase price by using this site as a comprable).

1 think this sale will be excluded though in an attempt to average down the final Cariton sale price...

1 think the site is actually closer to an 1.5 acres making the price closer to $150 sq ft - but yeah, ridiculous.

And it's explained by the fact that Fortress takes a commission on the deal from the investors for putting it together. Their incentive lies in manipulating the value to the high

side as far as it will go. And it's funny because not long after that deal closed I had a commercial appraisal done on a property on a similar piece of property by a very
reputable AACI appraiser. He went out of his way to throw out the comparable noting that there's absolutely no justification for it, so if CV was using that to justify their

purchase of the Carlton Inn, they're either too unsophisticated to deal with property valuation or complicit. Neither better than the other.

-

If true, this raises serious questions. If the parcel of land was acquired at a significant premium to
market, then this was either a significant oversight on the part of management and raises
guestions about their competency and market expertise, or it raises more serious questions
related to potential malfeasance.

A title search indicates that in September 2013, the same month that Fortress/Mady closed on
the land, two liens were registered against the land for a combined value of $15M:

The first mortgage to Firm Capital



STATUS OF TITLE The Property Registry

Title Number 2779578/1 A Seryice Prosiier for the Poowacr o Maite
Title Status Accepted
Client File 02/16

1. REGISTERED OWNERS, TENANCY AND LAND DESCRIPTION

6566074 MANITOBA LTD.

IS REGISTERED OWNER SUBJECT TO SUCH ENTRIES RECORDED HEREON, IN THE
FOLLOWING DESCRIBED LAND:

LOTS 1TO 5, BOTH INCLUSIVE, PLAN 34485 WLTO
IN RL 1 PARISH OF ST JOHN.

The land in this tithe is, unless the contrary is expressly declared, deemed to be subject to the reservations and restrictions set out in
section 58 of The Aeal Property Act.

2. ACTIVE INSTRUMENTS

Instrument Type: Mortgage

Registration Number: 4401257/1

Instrument Status: Accepted

Registration Date: 2013-05-09

From/By: 6566074 MANITOBA LTD.

To: FIRM CAPITAL MORTGAGE FUND INC.
Amoun 55,000,000.00

Notes: No notes

Description: No description

INSTRUMENTS THAT AFFECT THIS INSTRUMENT
Registration Number Instrument Type Status
4666984/1 Amending Agreement Accepted

The second mortgage to Olympia Trust (i.e. the Fortress syndicated mortgage):



Instrument Type: Mortgage
Registration Number: 44012621

Instrument Status: Accepted

Registration Date: 2013-09-09

From/By: 6566074 MANITOBA LTD.
To: |OLYMPIA TRUST COMPANY |
Amount: $10,000,000.00

Notes: No notes

Description: No description

INSTRUMENTS THAT AFFECT THIS INSTRUMENT

Begistration Mumber ~ |nstrument Type

4456408/1 Amending Agreement
4547953/1 Amending Agreement
4569696/1 Amending Agreement
4594968/1 Amending Agreement
4675768/1 Amending Agreement

Accepted
Accepted
Accepted
Accepted

Accepted

Even assuming that the $9.5M purchase price was a fair market value (a generous assumption),
there are still $15M in liens on a property that sold less than a month earlier for significantly less

than that.
Marketing materials for the project acknowledge that there

of 88%:

e N

will be a first and second mortgage for
a total of $15-16M against the land. However, they claim that this represents a loan to value ratio

CENTRO FORTRESS

MONTGAGE INC REAL CAPITAL

Presents the Product
Project Fact Sheet- WINNIPEG

$5,000,000.00 buffer) over the duration of the project. Please see funding schedule below for a detailed

explanation.

Loan to Value: /

88% based on a value as above and a face amount as above.

/ 88% LTV????

1" Mortgage: $5,800,000.00 first charge to the first mortgagee.

Company)
Based on a market value of $18,000,000.00

2™ Mortgage (CTMI): $10,000,000.00 charge to Centro Mortgage Inc., (Assigned to Olympia Trust

Once again, an ‘opinion of value’ based on a residual value approach was used rather than a

AACI appraisal based on fair market value. Below are two
by Legacy Global Mercantile Partners Ltd.

screenshots from the report, authored



O\ LEGACY

VALUATION - RESIDUAL METHOD

Applying the residual method of valuation, it is in our opinion that the market value of the land
based on the approval of the proposed site plan is approximately $18,000,000 to $20,000,000

(Rounded) or $32,690 to $36,569 per build-able residential unit.

The following details and pro-forma are based on the provided information for the proposed
mixed-use condominium development, in addition to the writer’s analysis and assumptions related
to pricing, construction costs, profit targets, and other market variables within that region.

Development Details

Lot Size (Acres) 1.12  Sellable Area (Sq. Ft.) - Residentials 450,612
Lot Size (Sq. Ft.) 48,741  Sellable Area (5q. Ft.) - Commercials 88,960
Total Sellable Area (Sq. Ft.) 539,572
Below Grade Parking Area (Sq. Fth 186,000 Total Number of Residential Units 546
Above Grade Parking Area (Sq. Ft)1 91,500 Average Residential Unit Size (Sq Ft) 825.3
Gross Livable Area (Sq. Ft.) - Residentiak 530,132
Gross Livable Area (Sq. Ft.) - Commercial:. 104,659 Number of Residential Parking Stalls 463
Gross Floor Area (Sq. FL.)1 912,291 Number of Commercial Parking Stalls 462
Total Gross Livable Area (Sq. Ft.)2 634,791  Residential Parking Ratio / Unit 0.8
Storage Lockers - Residential 545
Floor Area Ratio 18.7  Storage Lockers - Commercial 30

Average Floor Efficiency Above Grade 85.0%



(x’l FGACY

RESIDUAL METHOD CALCULATIONS

Residual Value Fro-forma - lower Range
d

Ezt. Proceeds from Condo Unit Sales $ 155,461,140 0% 345 per Sellable Square Foot
Est. Proceeds from Commercial Unit Sales § 44 480,000 &% 500 per Sellable Square Foot
Est. Proceeds from Parking Spot Sales $ 17,250,000 ©$ 25,000per Sellable Parking Spot (690}

Est. Proceeds from Residential Locker Sales § 1,911,000 @% 3,500 per Sellable Locker (545}
Est. Proceeds from Comm. Locker Sales $ 300,000 @% 10,000per Sellable Locker (30)

Total Revenue $ 210,402,140

Condo Construction - Hard Costs $ 120610200 § 180 per Gross Livable Areas

Above Crade Parking Construction -HC 3 6405000 § 70per Square Foots

Construction - Soft Costs $ 25403058 @ 20% of Hard Construction Costs

Marketing $ 10,070,107 @ 5% of Gross Sales Revenue

Contingency $ 4572550 @ 3%of Hard & Soft Construction

Costs

Total Costs $ 167,961,005

Profit / El'lireprenal.l'iﬂ Incentive $ 33592201 @& 20% of Total Costs

Residual Value $ 17848933 | §  19.56per Build-able Sq. Fi. (GFA)
$ 32,600 per Sale-able Unit

Residual Value Pro-forma - Upper Range

Est. Proceeds from Condo Unit Sales $ 157714200 ©% 350per Sellable Square Foot

Est. Proceeds from Commercial Unit Sales § 44,480,000 @% 500per Sellable Square Foot

Est. Proceeds from Parking Spot Sales $ 17,250,000 ©$ 25,000per Sellable Parking Spot (690} +

Est. Proceeds from Residential Locker Sales § 1,911,000 @% 3 500per Sellable Locker (545)

Est. Proceeds from Comm. Locker Sales 3 300,000 @% 10,000per Sellable Locker (30)

Total Revenue $ 221,655,200

Condo Construction - Hard Costs $ 120610290 % 180 per Gross Livable Areas

Above Crade Parking Construction - HC ~ § 6,405,000 § 70per Square Foots

Construction - Soft Costs $ 25403058 @ 20% of Hard Construction Costs

Marketing $ 11,082,760 @ 5% of Gross Sales Revenue

Contingency $ 4572550 @ 3%eof Hard & Soft Construction

Costs

Total Costs $ 168,073,658

Profit / Ell‘lrepml'lnl.liﬂ Incentive $ 33614732 © 20% of Total Costs

Residual Value $ 19966810 $  21.89per Build-able 5q. Fi. (GFA)
$ 36,569 per Sale-able Unit

It's worth repeating that if something went wrong with the project, there would be a very
significant shortfall between the assets recovered during sale and the total liens on the property.
Investors, who were told that their investments were ‘safe’ and ‘secured’, would face significant, if
not total, losses.



iii) Lake East in Oakville

The property was acquired May 28, 2015 for $1,860,000. On the same day the property
transaction closed, $5.7M in liens were registered against the property. These included a first
mortgage to Vector Financial Services Inc. for $2,696,250 and a second mortgage to Centro
Mortgage Inc. (i.e. a Fortress syndicated mortgage) for $3,000,000.

FARCEL BECISTER (AEEREVIATED) FOR PROFERTY IDENTIFIER

;} . ] e PACE 2 OF 3 , E
oliirzliled ServiceOntario PR T anntt efpress
OFFICE #20 24762-0342 (LT) ON 2016/01/27 AT 17:55:06

4 CERTIFIED IN ACCORDANCE WITH THE LAND TITLES ACT * SUBJECT TO RESERVATIONS IN CROWN CRANT *

REG. HUM. DATE INSTRUMENT TYFE AMOUNT PARTIES FROM FARTIES TO CHKD

HRS14415 2006/08/27 |CEARCE 444 COMPLETELY DELETED #&+
21107459 ONTARID INC. THE TORDNTO-DOMINION BANK
Purchased for $1.86M
HRS15176 |2006/10/17 |DISCE OF CHARGE 444 COMPLETELY DELETED 444

RENARKS: RE: HRP81008

HR1263036 |2015/05/28 |TRANEFER £1,860,000 | 2110749 ONTARID IICI EYMCINE (LAFE EAST) INC. <

HR1ZE30EL 2015/05/28 | CEARGE $2,696,250 | SYMCINE (LAKE EAST) INC. I\ VECTOR FINANCIAL SERVICES LIMITED c
HR12650B2 2015/05/28 |NO ABBCN RENT CEM SYMCINE (LAFE EAST) INC. I__Iens tOta"I_ng SS'TM VECTOR FINANCIAL SERVICES LIMITED c
RENARES: ER1269p81. registered against the land

on the SAME DAY it closed

HR1265101 |2015/05/28 |CEARGE $3,000,000 | SYMCINE (LAFE EAST) r-:_l CENTRO MORTCACE l’c.l c

HR1265102 |2015/05/28 |TRANSFER OF CHARGE CENTRO MORTGAGE INC. CENTRO MORTGAGE INC. [
OLYMPIA TRUST COMPANY

REMARES: ER1269[101. Including a $3M lien

HR1273433 2015/06/15 |TRANEFER OF CEARCE CENTRO MORTCACE INC from Fortress investors CENTRO MORTCACE INC. c

crverza raver coweamy  (Closed by Centro Mortgage INc) |orywers Trver comeany
REMARES: ER1263101, BR1269102 BR126p101

HR1279796 |2015/07/07 |TRANSFER OF CEARCE CENTRO MORTCACE INC. CENTRO MORTCACE INC. [
OLYMFIA TRUST COMPANY OLYMFLA TRUST COMFANY
REMARKS: ER1269101, BR1273433 BRI26p101

HR1282701 |2015/07/16 |DISCE OF CHARCE 44+ COMPLETELY DELETED ***
THEE TORONTO-DOMINION EANK
REMARKS: ERS144[5.

HR1286251 |2015/07/30 |NOTICE SYMCINE (LAFE EAST) INC. CENTRO MORTCACE INC. c
OLYMPIA TRUST COMPANY
RENARES: ER1269101

HR1286255 |2015/07/30 |TRANEFER OF CEARCE CENTRO MORTCACE INC. CENTRO MORTCACE INC. c
OLYMPIA TRUST COMPANY OLYMPIA TRUST COMPANY
RENARKS: HR12691101

Note that the first mortgage is for a term of two years at the greater rate of 8.75% or CIBC prime
rate plus 4.75%, and after maturity on July 10, 2017 at the rate of 12%. The payments are
interest only monthly and the interest is compounded monthly. There are four guarantors on this
mortgage.

Conversely, the second mortgage, which has no guarantors, is in subordinate position, and is for
a longer term, carries a stated interest rate of 8%. It is highly unusual to see a situation in which
a subordinate loan with a longer term and fewer personal guarantees would have a lower rate
than the first mortgage.

Examples like this are the norm, not the exception. Many more similar deals could be
highlighted here.



6) Questionable RSP eligibility given overstatement of land value. Same firm that issues
opinion letters on RSP eligibility also sends threatening letters to Fortress detractors

Mortgage investments may be placed within a tax sheltered, registered account only if the value
of the mortgage does not exceed 100% of the value of the land on a ‘as is’ basis. Canada
Revenue Agency refers to this as ‘fully secured’.

Below are highlights from CRA letter regarding their policy on RSP eligibility of mortgage
investments:

http://taxmentor.ca/av/2010-0373231C6.pdf

Paragraph 4900(1)(j) of the Reqgulations provides that a debt obligation is a qualified
investment if it is fully secured by a mortgage in respect of real property situated in
Canada and the debtor is not a connected person under the governing plan of the plan
trust (i.e., the debtor cannot be the annuitant under the RRSP or a person not dealing at
arm's length with the annuitant). These conditions apply on an on-going basis, except
that any decline in the FMV of the real property after the debt obligation was issued can
be ignored in determining whether the "fully secured" condition is met.

[...]1In general, a mortgage loan would be considered to be "fully secured" if the value of
the real property, pledged by the borrower to the lender should the borrower default on
repayment of the loan, is sufficient to cover the full amount of the principal and interest
outstanding on the loan. This is a question of fact in each case.

[...]1In general, we would note that RRSP issuers are expected to take reasonable steps
in monitoring the on-going status of qualified investments. In the context of mortgage
investments, it would seem to us that a change in ranking of the RRSP _mortgage or the
issuance of additional debt that has priority over the RRSP mortgage would necessitate
an assessment by the RRSP issuer of whether the investment continues to satisfy the
eligibility criteria in paragraph 4900(1)(j) of the Regulations. Depending on the
circumstances, this may require the RRSP issuer to obtain a current valuation of the real
property security and a confirmation of the total amount of debt in priority to the RRSP
mortgage.

[...] Your final question relates to a variation to the arrangement described above. In this
alternative, the RRSP trust would finance both the purchase of the land and the
development of the project. Periodic advances would be made by the RRSP trust and it
would have a first mortgage over the land and project. As you note, the issues with this
alternative are similar to those discussed above in that the “fully secured" condition
would need to be satisfied at all times in order for the mortgage investment to be a
gualified investment for the RRSP trust.

It is very clear that these mortgages do not meet the requirements for RSP eligibility. Yet Barry
Segal of Norton Rose Fulbright has issued tax opinions on a number of (if not all of) Fortress
syndicated mortgage offerings:


http://taxmentor.ca/av/2010-0373231C6.pdf

CENTR

MORTYTGAGE INC

25 Brodie Drive. Unit 8
Richmond Hill, Ontario L4 3x7
Lich10102 Adrmin Lick 12304
Tel: 905.508.4828
Fax: 905-508-3957

June 9, 2015
.
Dear (—

Re: RRSP Qualification/Eligibility in a Syndicated Mortgage Investment

This letter is to confirm that Centro Mortgage Inc. obtains a legal tax opinion for each of our syndicate
mortgages on ev roject. Below you will find our confirmation that a tax opinion was requested and
provided for each of the projects you are invested in and are eligible for RRSP qualification,

Based on a tax opinion authored by Bar Segal at Norton Rose Fulbright Canada LLP Barristers &
Solicitors on February 26, 2015 for Averton (Rutherford) Inc. project Centro Mortgage Inc. has vetted
and deem the transaction RSP Eligible.

Based on a tax opinion authored by Bar Segal at Norton Rose Fulbright Canada LLP, Barristers &
Solicitors on October 28, 2014 for North {Lamb Edmonton Corp) project Centro Mortgage Inc. has vetted
and deem the transaction RSP Eligible.

Based on a tax opinion authored by Barry Segal at Norton Rose Fulbri ht Canada LLP, Barristers &

Solicitors on May 26, 2015 for Cachet (Emerald Castle Development Inc.) project Centro Mortgage Inc.
has vetted and deem the transaction RSP Eligible.

Kind Régards,

lidina Galati
Principal Broker
Centro Mortgage Inc.

Note that Norton Rose Fulbright is the same law firm that issued the threatening letters to
Fortress detractors, as outlined in section 2 above.

As part of the loan agreement when investing in a Fortress syndicated mortgage, investors o
acknowledge that they may have adverse tax consequences as a result of this mvestmint, whic
may include remitting 50% of the original mortgage amount to CRA regardless of how that

mortgage performed:




18. Fortress, the Borrower and the Lender each ackhowlegge and agree that Olympia may be required to deem
e to be 2 Non-Qualified Investment pursuant to the fncome Tax Act (Canada) in the event that -
7 concluded that the First Priority Construction Loans and the mortgage granted to all of the Junior
Secured Lenders exceeds the fair market value of the Lands, Further, the parties also acknowledge that
Olympia may be'required to deem this mortgage'to bea Non-Qualified investment pur;sgant to the /ncome
TaxAct (Canada)in the'event that the Borrawer fails'to pravide Olympia with the requisite confllrmation as
to the'value-of the Lands as set out above. if the mortgage is deemed as a Non-Qualified Investment, a
statement will be issued to the Lender and Canada Revenue Agency (hereinafter called “"CRA") by Qlympia,
advising of the Non-Qualified Status, and the Lender will be required to complete and file certain fonT\s
with CRA, including an RC339, Individual Return for Certaln Taxes for RRSPs or RRIFs for Tax Year 20__ with
CRA. The Lender acknowiedges that a tax of 50% of the Loan Amount for the Lender at the time the
mortgage was deemed Non-Qualified will need to be remitted to CRA with the RC339. The Borrower and

the Lender acknowledge and agree that the Lender will suffer adverse tax consequences in the event that

Olympia is required to deem the mortgage to be a Non-Qualified investment in accordance with the Income
Tax Act (Canada) and each of the Borrower agrees to use its commercially reasonable efforts to take such

actions to avoid such result.

7) Free “independent” legal advice given to investors by the law firm that is paid by the
borrower...a clear conflict of interest!

Prospective investors are told to get independent legal advice (ILA) regarding the merits of the
mortgage investment, suitability, etc. Under the Rules of Professional Conduct of the Law
Society of Upper Canada, a lawyer providing ILA to his client is required to meet with the client
and be paid for this service by the client, and the meeting must take place without any parties
being present unless a translator is required.

Prospective Fortress investors are told that if they use the lawyer recommended by the mortgage
broker, then the ILA fee would be paid for.

Below is a screenshot from the FDS Broker web page:

b www.fdsbroker.com/how-do-i-get-started/ B¢ Q, hit 2P nBY 3+ AS

ABOUT FDS v MORTGAGES ¥ INVESTMENT PROJECTS v MAGAZINE EVENTS CONTACT

3. Project Starts

4. Interest Paid

5. Project Completed
6. Principal Returned

Current Investment Projects

Investment Application

Each investor goes through in-depth paperwork for each project to ensure individual suitability and to receive full disclosure on the
investment itself.

Independent Legal Advice

Before signing any investment documents, each investor is provided with FREE independent legal advicejl(o go through each page of the
paperwork which outlines the details of the project. As an investor, you receive full disclosure to invest with confidence knowing exactly
what it is you're getting involved in.




If a prospective investor wishes to take advantage of this free ‘independent’ legal advice, the
mortgage broker/agent makes an appointment with a Fortress-approved lawyer and arranges a
meeting. The meeting can be either via phone conversation or in person.

Below is a certificate for independent legal advice for an investor on a Fortress project:

Certificate of Independent Legal Advice

TO: Centro Mortgage Inc. (Centro)

On the date below stated, | was consulted by —the Lender) as to the effect of him/her
executing the Investment Authority- Form 9D with respect to the following project:

* Borrower/Developer Name: Lamb Edmonton Corp. (North)
= Project Address: 10305/21 106th Street NW, Edmonton, AB

| explained to him/her the nature of the document described above and confirmed his/her
understanding of material terms stated in the document. | also advised him/her of certain risks involved
in his/her investment by way of the syndicated mortgage product (Fortress Real Capital) as presented by
Centro.

He/she has informed that he/she understands the nature and effect of executing the document and that
in executing the document he/she is acting freely and voluntarily and not under any undue influence.

I have given this advice to [ (the Lender) as his/her solicitor and in his/her interest only
and without regard to or consideration for the interest of any other parties. | am not acting on behalf of
the Borrower, Centro or any other persons in connection with this matter. | have confirmed that the
person whose signature is witnessed below and to whom | provided independent legal advice is the
same person referred to in this Certificate as having received advice.

/

DATED at Vaughan this 24" day of October, 2014. /

Lawyer Signaly{(é

Note that the lawyer's name is Grant Morgan. From Mr. Morgan’s Linkedin profile:

https://www.linkedin.com/in/grant-morgan-baalb713

Associate Counsel Same firm that closed the
m - mortgage for Fortress

January 2013 — January 2016 (3 years 1 month) | Vaughan, ON

-Advised clients and developed plans and strategy for range of commercial and real estate law matters.
-Specialized in commercial real estate development, development compliance, and project finance
issues.


https://www.linkedin.com/in/grant-morgan-baa1b713

It is unclear if Sorrenti Law provides ILA to all Fortress investors, but to the extent that this firm is
providing ILA to investors AND is closing the mortgage on behalf of the borrower, there is a clear
conflict of interest, and they are in violation of the Rules of Professional Conduct of the Law
Society of Upper Canada.

The conflict here is clear: The borrower (Fortress) wants the lender/investor to advance the funds.
In this case, the investor’s interest is adverse to that of the borrower. Further, the mortgage

broker, who is also present during the meeting, only gets paid their commission if the investor
advances funds. The law firm can not represent both of their best interests simultaneously.

8) Fortress wholesalers in violation of investment suitability

FSCO has set out the following FAQ'’s for the licensed parties to reinforce what they are required
to do when dealing with mortgage investors.

https://www.fsco.gov.on.ca/en/mortgage/Pages/DSRBLI.aspx#DtLalans20

Do | need to disclose to an investor that a mortgage may not always be
a good investment?

Each Mortgage Brokerage has a duty to ensure that a mortgage investment is suitable for
the potential investor, having regard to the investor’s needs and circumstances. The
Mortgage Brokerage is also required to disclose material risks of the mortgage
investment in writing to the potential investor. For more details, please refer to section 25
of Ontario Regulation 188/08 - Mortgage Brokerages: Standards of Practice. Please note
that this requirement does not apply for “designated classes of lenders and investors”
(see section 2 of Ontario Regulation 188/08 - Mortgage Brokerages: Standards of
Practice).

Below is a ‘Know Your Client’ form filled out on behalf of a Fortress syndicated mortgage investor
in the Colliers Centre project in Barrie. Note that they deem their risk tolerance to be ‘medium’
and would rather accept lower return in exchange for less risk:

[ Risk Tolerance Scale Mortgage Knowledge
Choase the number that best reflects your level of | - | saphisticated 2 Good O Fair O Novice
risk tolerance.
1. LOW
27" MEDIUM

Liquidity Requirement
3. MEDIUM - HIGH

4, HIGH k}{ 1-3 Years O 3-5 Years O 5-10 Years [0 11-20 Years 0 20+ Years

Objectives

[ Safety [ Income () Balance (3 Aggressive O Speculation OGrowth



https://www.fsco.gov.on.ca/en/mortgage/Pages/DSRBLI.aspx#DtLaIans20

1. Do you need all of your invested money back before the end of the term of the investment?
O Yes

B No

2. Your financial stability is important when determining how much risk you can tolerate in your investments. Do you feel that your
current financial situation is:

Very Secure

a

ﬂ Relatively Secure
O Secure

(m]

Somewhat Secure

O Mot Secure

3. Which statement best describes your preferred approach to investing? -
H I would rather accept a lower rate of return to reduce my risk

O Iwould like to achieve a high rate of return and am willing to accept a greater degree of risk.

By Fortress’ own admission, syndicated mortgages to finance construction activity are
‘speculative’ and involve a ‘high degree of risk’. Clearly this investor should never have been
placed in this investment. They are now facing the prospect of significant loss on their investment
in the Colliers Centre, as discussed below.

9) A case study in how it can all go wrong: Colliers Centre in Barrie
Timeline of events:

February 2012 - Charles Mady announces the launch of Collier Centre in Barrie, Ontario, with
75% of the project’s Lakeview Condos sold and occupancy scheduled for summer 2014.

July 2012 — Fortress markets the syndicated second mortgage (mortgage registered on July 3,
loan agreement with Mady dated July 26) on the project to investors, promising a 24-month
redemption on the notes as indicated by the screen shot from the Fortress web site.




Current Raise:
$16.9M

Built Value:
$28 M

Current Value:
$5.7 M

Term:
24 mths

Collier Centre and LAKEview condominiums is a mixed use mid-rise development in
downtown Barrie with the 7 storey LAKEview Condominiums as its residential

compenent. The commercial retail and office components of the project have attracted
*AAA* Rated anchor tenants like Bank of Montreal, City of Barrie and Sobeys. 67% of this
space has been leased out. LAKEview Condominiums has also achie'-xemcedented
success with 85% of the 76 condominium units already sold. Both the office and residential
buildings will have spectacular views of Kempenfelt Bay and Barrie’s picturesque
downtown.

Terms at a Glance
24 month term, 8% interest earned annually, interest to be paid mothly, 6% deferred lender
fee upon completion, 85% Loan to Value ratio. This project is only available in Ontario.

Use of Proceeds
Funding of construction equity for residential component, deposit value equivalent for
commercial and retail portion, purchase of project participation.

Available Supporting Documentation
Valuation report. pro-forma, zoning confirmation, site plan. demolition permit

DEVELOPMENT & CONSTRUCTION @

2 Year Growth chart

Collier Centre & Lakeview Condos
by MADY Development Corp.

COMPLETED VALUE:

$28M

$20M

L]

INITIAL VALUE.

siom $5.7M

$5M

o Honths 24 Manths

@FortressRDI tweets from late July reference a Fortress presentation in Barrie to a large group
of investors about the project. Note the high regard Fortress had for this project in calling it a

“slam dunk” in another July 2012 tweet.

FortressDevelopments (i ForiressRD
Just about to start up the

Mady Centre for the Performing Arts

FortressDevelopments (0 ForiressRD

slam dunk

2013-2014 - Over this time period, Fortress provided updates on construction progress and lease
signings. Curiously, there is no mention of the slippage of the original occupancy date of summer

30 Jul 2012
fortressevent for the Collier Centre project at the

30 Jul 2012
Stopped by the LakeView Condo's sales centre up in Barrie. This project is a

2014, or the 24-month maturity of the investor notes in late summer 2014

October 2014 — From the Collier project updates section of the Fortress web site (copied below),

comes news that the office/retail component is “almost complete”, followed, in November, by a

tweet from Vince Petrozza featuring a picture of the unenclosed steel frame office segment of the

project with the comment “looking great!”

October 2014

Construction on the office/retail component is almost complete at Collier Centre with the

BMO bank already open for business. The condominium tower, which is fully sold out, is

expected to be completed later next year.



Vince Petrozza (o vincepetrozza - Nov 16
Our @FortressRDI stakeholder team monitor projects progress from afar
@MadyDevelopment collier proj looking great!
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“Almost complete”

January 2015 — At this point the Fortress website notes that the project had been “winterized”. In
reality, by the end of January, Laurentian Bank had stopped funding the construction loan for the
project, contractors had filed numerous liens for nonpayment and stopped working, and, finally,
Mady Development sought protection for the project under CCAA.

http://www.thebarrieexaminer.com/2015/02/02/dt-barrie-project-remains-stalled

The Fortress website continued to list the project as “winterized” until early May. There appears

to be no word on the disposition of investor notes, which by May were almost a year past their
apparent advertised term.

'Project Summary

This mature

of the pro

mponents

Montreal, City of

ank of

Barrie ar ) pe n leased out. LAKEview Condominiums has
also achieved unprecedented % of the condominium units already sold
Both the office and re lings will have spectacular views of Kempenfelt Bay and
Barrie’s picturesque downtowr

For details on the commercial space, please visit Northwest Atlantic’s listing NWA Retail.

Project Updates
January 2015

Cons

truction for the project is currently winterized, and

this will cause a delay in the overall

project timeline,


http://www.thebarrieexaminer.com/2015/02/02/dt-barrie-project-remains-stalled

November 2015- As Mady had filed for credit protection, the Colliers Centre project was tied up
in CCAA proceedings until November 2015 when Fortress acquired the project by way of a
vesting order at a price of $32.7M.

This development was loudly trumpeted by Fortress as a ‘successful acquisition’, with the
wording suggesting that somehow this was ‘good news’ for their investors:

Fortress successfully acquires the Collier Centre development in Barrie

CEm < K2 Pee (=

TORONTO, Nov. 16, 2015 /CNW/ - Fortress Collier Centre Ltd. ("Fortress Collier"), an affiliate of Fortress Real Developments Inc.
("Fortress"), announced today that it has successfully completed the acquisition of the Collier Centre project in downtown Barrie.
Following court approval last week, all conditions were met, allowing Fortress Collier to purchase the property and secure complete
control of the project. Financial terms of the purchase have not yet been released.

Vince Petrozza, COO at Fortress spearheaded the process and relied on the collaboration of both internal and external personnel. He
stated, "This acquisition was made possible through the incredibly talented Fortress team who brings expertise from multiple
disciplines to assess, process, plan and execute on the many facets of this transaction. Financing, construction and legal were all
integral parts of helping win and close this bid."

The project began construction in September 2012 and is already 65% complete, but came under distress in November 2014.
According to the court-appointed monitor's reports, over $7 million was unaccounted for in the project by the previous developer. Frank
Margani, Executive VP at Fortress stressed, "This was an incredibly challenging process that was exacerbated by a very troubling
situation left behind by those before us. Our team was resilient in executing a sound plan to protect and improve this asset on behalf of
all stakeholders. This represents the fourth transaction with this former developer in which a Fortress affiliate has successfully worked
out a distressed project.”

Fortress sees this site as one with tremendous value as a marquee mixed-use development in the City of Barrie. "Our mortgage brokers
and agents are pleased to pass this news on to the syndicate mortgage lenders in this project. We are impressed with the commitment
Fortress has demonstrated time and again in getting projects back on track," stated lldina Galati, Mortgage Broker at Centro Mortgage
Inc.

In reality, court records clearly indicated that the original Fortress investors had been completely
wiped out in the bankruptcy proceedings:

(2) According to the seventh report of the Monitor dated November 5, 2015, the
proceeds of the sale will be used to satisfy the current balance of the DIP facility,
the estimated disbursements set out in the closing cash flow, and all claims for
holdback deficiencies made by construction lien claimants. The sale proceeds

will also provide a substantial recovery for Laurentian Bank of Canada.

5
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However, no distribution of the sales proceeds will be made to Sorrenti or

Olympia in respect of the syndicated lenders;




http://www.grantthornton.ca/resources/creditor _updates/documents/Mady%20Collier/Am
ended%20Notice%200f%20Motion. pdf

Consequently, a memo was circulated to the original Colliers Centre investors, dated November
24, 2015, which acknowledged that the original mortgage was fully impaired, but suggested that
investors may get paid back from future profits on the development:

For you, an original Mady Collier Centre Ltd. investor, whose interest in the Project had been
secured by the Sorrenti Charge, Fortress intends to re-establish rights to revenue from the
Project. To achieve this, Fortress will be entering into an agreement with OTC and Derek
Sorrenti to confirm that after all applicable Project costs and financing are paid in full,_and, to
the extent there is net cash flow available from the Project after repayment of the prior ranking
security, this net cash flow will be distributed to the original Mady Collier Centre Ltd. investors to
repay their investments. In order to maintain the original Mady Collier Centre Ltd. investors'
interest in the land, this right to cash flow will be secured in a new mortgage, which will be
circulated shortly.

Although Fortress cannot guarantee what the recovery will be for the original Mady Collier
Centre Ltd. investors, the transactions described in this notice means that original Mady Collier
Centre Ltd. investors continue to have an interest in Collier Centre. Based on the current pro
formas, Fortress is optimistic that such investments may yet yield a positive return. The
interests of the original Mady Collier Centre Ltd. investors was very much in jeopardy during this
sale process. Had Fortress not acquired the Project, there would have been no recovery by the
original Mady Collier Centre Ltd. investors and your investment would have been lost.

We look forward to completing construction of the Project in the next year, and it is our intent to
create the value required to sell the commercial and retail portions needed to pay back the
principal monies you lent to Mady Colliers originally. We have a target sales price of $79M for
the commercial component, and while this can change either way during construction, we
believe it is achievable and would allow recovery of your investment. We already have excellent
major tenants secured including BMO Bank of Montreal, BMO Nesbitt Burns and an agreement
for government occupancy with the City of Barrie. We will keep you posted as new tenants are
secured and the building progresses. The actions of Mady Colliers resulted in a sequence of
events that threatened the value of your investment. We are pleased to have developed a plan
to recover its full value.

Yours truly,

Fortress Collier Centre Ltd.

But how likely is it that the original investors receive their money back?

Court records indicate that Laurentian Bank appraised the completed project at $72.4M in their
initial loan agreement:


http://www.grantthornton.ca/resources/creditor_updates/documents/Mady%20Collier/Amended%20Notice%20of%20Motion.pdf
http://www.grantthornton.ca/resources/creditor_updates/documents/Mady%20Collier/Amended%20Notice%20of%20Motion.pdf

LAURENTIAN
BANK

8500 Lesile Siree!, Sute 100
Thoxahi, Ontasio L3T 7MB

December 13, 2012

Wady Development Corporation
8791 Woodbine Aveniee, Suts 100,
Harkham_,- ON

L3R OP4

Atention:  Greg Puklicz, Senior Vice President
Dear Sir
RE:  Borrower: Mady Collier Centre Ltd.
Property Address: 90 Coliler Streef and 55 Mulcaster Street, Barrie, Ontarlo {the"Property")

Project Name: Lakeview Condominiums and Coflier Centre
Morigage Number: 1441690,1

 LAURENTIAN BANK OF CANADA ("Laurentian Bank' or "LBC") and other codenders fo be named,
(Laurentian Bank and such lenders acting severally, hereinafter collectively called the “Lender”) are pleasad to
ofr{:rmmemymmra commitment {the "Commitment”} to finance a loan (the “Loan") upon ths following terms

- ahd security.

8. FACILITIES:
The following facillies wil be made available to the Borrower, when not in default collectively, the
Facilties™): '

Facilty ;| $48,237,000.00 (maximun |Demand Interim Non-Revolving Construction Loan
Facility

Implied appraised value = A demand loan in the amount of the lesser of the
$48.2M x 66.6% following:

= $72.4M 4 48237.000.00
f ; and
|c) 66.60% of appraised va!uelas completed (net of
HST). _

A project pro forma contained in the Monitors Report suggests total revenues of roughly $76M:



REVENUES

Retail Sales $ 26,579,695

Office Sales 32,116,746

Parking Sales {Sobeys) 880,000

Parking Sales (Operator) 524,504

Residential Sales - Condominium 16,013,117

Recoveries from Purchasers on Closings 244,720 $76,358,782
EXPENSES

Land $ 6,951,592

Hard Costs 47,118,759

Soft Costs 9,601,248 $63,671.498
GROSS PROAIT $12,687.283
ADDBACK: FMV of 90 Parking Spaces $ 2,250,000
ADDBACK:  Office Tower Lease Subsidy

{City of Barrie) $ 1,667,592 $ 3,917,592

NET PROFIT $16,604,875
RATE OF RETURN AGAINST EXPENSES 28%

This figure aligns with the opinion of value by Cushman & Wakefield, highlighted in section 5-i
above. Note, however, that the estimated market value was reached by using the projected
income generated off the commercial and retail components of the development.

This is problematic since the two anchor tenants in this development, collectively responsible for
76,000 square feet of commercial/office space, have pulled out of the rental agreement due to

delays:

Collier Centre includes:

- Retail — 27,000 square feet to be completed in late 2014

- Office — 90,000 square feet to be completed in early 2015
- Condos — 82 units to be completed a year from now

- Approximately 400 parking spots By far the two largest tenants
have pulled out. Massive

Notable tenants include: vacancies means much

- Bank of Montreal: 14,000 square fee/ lower valuation until new

- Sobeys: 36,000 square feet ry tenants are found
- Barriston LLP: 40,000 square feet

http://www.thebarrieexaminer.com/2014/04/24/collier-centre-tenants-list-growing

This strongly suggests that the fair market value of the project, as currently tenanted, is
significantly less than the original appraisal.


http://www.thebarrieexaminer.com/2014/04/24/collier-centre-tenants-list-growing

Complicating things further is the fact that there are currently $97M in liens against the property,
with the final $16.9M being the original investors. By all conceivable estimates, this figure is well
in excess of any realizable sale price, meaning it is overwhelmingly likely that the original
investors will eventually see significant, if not total, losses.

Equity Estimate Q0
Equity Estimate Estimated Value Registered Morigages (Total Face Value)
MNIA = NIA less $ 97,146,950
5 Mortgages Institution Date Issued
$ 16,921,950 CENTRO MORTGAGE INC. 12-24-2015
$ 10,000,000 CENTRO MORTGAGE INC. 12-10-2015
$ 7,225,000 RW FORTRESS INC. 11-16-2015
$ 3,000,000 AVIVA INSURANCE COMPANY OF CANADA 11-16-2015
$ 60,000,000 MORRISON FINANCIAL MORTGAGE CORPORATION 11-16-2015

Other concerning facts were revealed in the CCAA proceedings, notably that $7.4M in investor
funds disappeared from this project as they were consolidated with other Mady developments:

Misappropriation of funds

(x) As set out in the second report of the Monitor dated march 10, 2015, the Monitor

has been unable to account for $7,429,060 of MCC funds (the Missing Funds).

The Monitor's second report indicates that MCC had advised that the Missing

Funds were consolidated in the MDC account and used in respect of various

Mady Group projects other than the Project;

This raises questions related to oversight and ‘checks and balances’ on the part of Fortress. Why
was this money deposited into a general account at Mady rather than a dedicated project
account? Generally lenders advance funds in stages with proof of spending required before
additional tranches are advanced.

But perhaps most striking is that the court monitor indicates that no parties, including Fortress,
were willing to fund investigations into the missing funds.



48.  As set out in the Fourth Report, the Monitor has previously advised the
Court that there were insufficient funds in the DIP Facility to undertake
investigations with respect to the Unaccounted Funds and that no parties

were prepared to fund these investigations.

50. By letter dated January 11, 2016, a copy of which is attached hereto as
Appendix “9”, counsel for the Monitor advised counsel for Nekison that the
Applicant, through its counsel, provided additional explanation of the
Unaccounted Funds, denied the Monitor's request to provide Mady's
general ledgers to any third parties (due to concerns about its use and
pending litigation), and advised that it would have more information after a
forthcoming meeting with Charles Mady and Collins Barrow. The Monitor

also advised that, as it remains the case that no party(ies), including Mady’s

first secured creditor, LBC, have advised that they are prepared to fund any

activities with respect to the Unaccounted Funds, including investigations,

analysis or collection, the Monitor does not intend to pursue collection or an

investigation of the Unaccounted Funds.

Related, this isn’t the first time that Fortress protocols have been called into question. Below is a
screenshot from court proceedings related to another Fortress project, Langston Hall:

https://www.canlii.org/en/on/onsc/doc/2014/20140nsc612/2014onsc612.html?searchUrIH
ash=AAAAAQANamF3YWQqcmF0aG9yZOAAAAAB&resultindex=5

[10] The Receiver’s Reports detailed the work that it has performed and the results of its analysis. In respect of the Fortress third mortgage, the
Receiver reported that it had been unable to obtain from the third mortgagee a copy of the mortgage agreement or confirmation of the balance outstanding.
The Receiver reported that certain related party transactions were not sufficiently documented, but “it is the Receiver’s view that it is not economically
feasible and is beyond the scope of the Receiver’s mandate to investigate these related party transactions further”. In its Second Report the Receiver
identified the following work remaining to be done: (i) review journal entries and supporting documentation, and (ii) review supporting documentation for
all transactions to ensure they relate to Langston Hall.

[11] The applicant, Mr. Elio Monaco, deposed that the applicants wish to conduct the following Rule 39.03 examinations on the Receiver’s discharge
motions:

(i) To examine Giannotta because Monaco believed that “Diversified abandoned its [September, 2013] motion in order to avoid cross-examination
of Giannotta and specifically to avoid facing the allegations set out in my August 13, 2013 affidavit”;

(ii) To examine Sanjay Pahuja, a lawyer for the third mortgagee, Fortress, and Jawad Rathore, the President of Fortress, about the validity of the
third mortgage and the high level of “investor fees” associated with the mortgage; and,

(iii) To examine two other Langston Hall shareholders, Del Terrelonge and John Wee Tom, about their failure to provide the Receiver with certain
financial documentation concerning the corporation and related party transactions.

Monaco deposed that depending on the results of those examinations, the applicant, 1195053 Ontario Limited, might be prepared to fund the continued
investigation by the Receiver or might make submissions regarding the terms of the Receiver’s discharge.


https://www.canlii.org/en/on/onsc/doc/2014/2014onsc612/2014onsc612.html?searchUrlHash=AAAAAQANamF3YWQgcmF0aG9yZQAAAAAB&resultIndex=5
https://www.canlii.org/en/on/onsc/doc/2014/2014onsc612/2014onsc612.html?searchUrlHash=AAAAAQANamF3YWQgcmF0aG9yZQAAAAAB&resultIndex=5

Appendix A: Samples of advertisements for Fortress product

Sue Ricketts - . i
[Mortgage Agent at FDS Brokers | % Sue Ricketts
Guelph, Ontario, Canada Financlal Services Shared publicly - Aug 24,2014
t FDS Broker Services License #12367, Nordixx Walking Poles,

Simply Practical Advice - Insurance & Investment, Group | am just investing in another Syndicated Mortgage |8% guaranteed ffor 5 years plus
Denefis a potential bonus up to another 16%. Like to learn about this?
Canada Loyal Broker, Freedom 55 Financial, The Cooperators = 3
Ibtrance suericketts94@gmail.com
The Money Finder

Send Sue InMail arr

- Anna Kostic Realtor il Like Page
P September 10, 2014 - Edited - @
The Best Fall 2014 Season For Existing Home Sales

Toronto Real Estate Board President Paul Etherington reported 7,600 sales
through the TorontoMLS system in August 2014. This result was up by 2.8
per cent compared to 7,391 transactions reported in August 2013.
Year-to-date sales through the end of August amounted to 65,454, which
represented an increase of 6.5 per cent compared to the same period in
2013.

The average selling price in August 2014 was $546,303 — up 8.9 per cent in
comparison to the average of $501,677 reported in August 2013. The
year-to-date average price through August was $562,504, which

Earn 8% + return in FDS investment info - Call Ursula for details
Ursula Satro

mortgage agent -Lic.#M09002191

Tel. direct 647 768-9239

Tel. 289 643-8814

www.centum.ca/ursula_satro

e-mail; mortgagewithus @gmail.com

Centum Mortgage Agents are now involved in a new investment opportunity
with FDS investment, which made it available to introduce it to our clients.
Below info is just the general guidelines to those who are interested to
invest;

-|for 8% annually guaranteed plus bonuses up to 16%.

- minimum investment amount 30K,

-terms; 2, 3 4 or 5 years

- vou choose which of the locations of develooments available vou'd like to




@ Douglas Seed at TvH Mortgages
TV H March 27,2013 - @

There is a new Fortress Capital investment project open in Edmonton Alta.
We have sold out of projects in Ontario ! Again this project pays 8% (paid to
you directly every 3 months ) is 100% RRSP eligible and has an additional
payout of 6% at the end of the term .Why would anybody purchase a |
mutual fund when they can receive a guaranteed 8% ?|This is also open to
my friends in Europe

Like - Comment - Share - &3 1

Syndicated ‘Mort.'gage\ :

Investment
Bank/Financial Institution

Timeline About Photos Likes Videos

PEOPLE > Post || Photo/Video
5 likes
Invite your friends to like this Page

Syndicated Mortgage Investment

ABOUT > August 21,2012 - @
A Syndicated Mortgage Investment can safely help Looking forward to presentation this evening for Fortress Real Capital at the
diversify a investment portfolio with quaranteed returns Rideau Club. Have 2 seats available for our Dinner and Presentation. Let
of 36 percent. me know if you're interested to attend tonight.
http://www.syndicatedmortgageinvestment.com/ Like - Comment - Share
Suggest Edits Syndicated Mortgage Investment

Iniv 24 2012 - &



James Beckett =

Mortgage Agent at FDS Broker Services Inc
London, Canada Area | Financial Services

Education  other

m Send James InMail  ~ 500+
connections

W B Contact Info [ httpsi//ca.linkedin.com/in/savetimeandmoneywithme

Background

E& Summary

If there are investments in your portfolio that could be producing more why not consider making a switch
to one of our secured Syndicated Mortgage Projects. Get guaranteed returns of 8% annually with interest
paid quarterly (PLUS Deferred Bonus of up to 12% paid out at end of term). To find out more about this
solid investment opportunity call Jim Beckett, Mortgage Agent Lic. M09002086, representing FDS Broker
Services FSCO Lic. 12367.

Call 519-671-4301

Email JamesBeckett@eastlink.ca

A syndicated mortgage is an investment product that allows a consumer to invest directly into the proven
market of Canadian real estate by becoming a mortgage lender. A syndicated mortgage occurs when
several investors choose to collectively fund one mortgage instrument. Not a fund, not a pool — it is
collateral in your personal name, security with title. This feature is unique to syndicated mortgages and is
not available through any other product.



Q-) @ aminas-ms.ca/investing-in-syndicated-mortgages-vs-rental-properties/ Elv| ¢ l (Q Search
™ Inbox (1) Most Visited ~ [l NBC_Report tosh.. %7 Twitter / Notifica... |l {7 unread) - benr.. %7 (3) Twitter |l (6 unread) - benr.  [[3

associated primarily with property values being at the mercy of volatile financial markets. The ultimate
nightmare scenario if you like, is that investment properties might depreciate in value. However, what investors
often overlook is the fact that investment properties overall have an average annual vacancy rate of 5%.
Likewise, regardless of whether an investment property is tenanted or not, investors are still looking at 8%
annual property management and 8% additional maintenance costs.

The key of course is to secure investment properties in slightly under market areas, with low vacancy. Likewise, if
you have a significant amount of equity available, why not diversify?

With minimum down payments on investment properties standing at just 20%, anyone with equity in their
properties can potentially benefit from investing in a number of properties all at once, but also with the right
deal, still being able to invest in various syndicate mortgage options.

In fact, what it comes down to in many cases when choosing between syndicate mortgages and investment
properties, is how passive a return people are looking for on their respective investments. Where syndicate
mortgages guarantee 8% annual returns for no actual labour, investment properties run 8% management costs
which many people choose to offset by managing projects themselves.

As a professional mortgage agent, | don't try to sell people financial products that are in my interest. | build my
reputation on getting my clients the best possible deals suited to every one of them individually. If therefore, you
presently have equity to invest, but aren't sure of what might be best for your specific situation, give me a call
today or contact me directly by clicking here and let's start talking about what the best investment strategy for
you might be.

Posted in Investing, Investment, Mortgage Investments.
Tagged investment, syndicated mortgages.

\S—) @ aminas-ms.ca/building-wealth-with-syndicated-mortgages/ El~| ¢ l CQ Search

M Inbox (1) [&] Most Visited = g NBC_Reporttosh.. %0 Twitter / Motifica.. |l (7 unread) - benr... %0 (3) Twitter |l (6 unread) - benr... £

But what are syndicate mortgages & how do they make such safe and reliable home equity investment
instruments?

Quite simply Syndicated Mortgages are no fee low risk investments eligible to everyone. The fact exists that
Mortgages are the banks chief investment instrument. People default on debts all the time, but just like you, the
last thing people ever default on is their mortgage. What a syndicate mortgage investment does then is allow
you to capitalize on that exact same strategy.

In short, syndicate mortgage investments allow you to invest in the safest real estate market in the world while
accruing fixed interest earnings of 8% per annum through the Canadian real estate market by becoming a
mortgage lender yourself. Even better, developer profits on finished real estate projects often mean that you can
expect to make returns in excess of 8% per annum.

Earning guaranteed steady interest and with your principal investment amount secured against a physical

property, syndicate mortgage investments allow you to negate any risk of default by allowing your own personal
registration as a charge holder against a property and/or piece of development land. In fact, for added security,

syndicate mortgage investments even allow you to pick and choose which projects you want to be involved with.
This being the case, astute investors like yourself are able to check on the past track record and present
reputability of property developers prior to actually investing.

Of course, with direct collateral pitched against real assets, not to mention the continually appreciated safety
and predictability of the Canadian real estate market, it's not difficult to see why people looking to invest equity
are looking more and more towards the security of the syndicate mortgage market. However, syndicate
mortgage investment opportunities aren't reserved for just Canadians. International investors are also eligible to
invest in Canadian syndicate mortgage options. Likewise, investors can invest via cash and even cash held in
RRSP, RESP, LIRA, LIFF and TFSA accounts. When was the last time your RRSP’s got a fixed 8% return without
fees?

In today’s marketplace, where everyone is vying for your precious dollar, you want to invest sensibly. You've
worked hard to build equity and now you're looking for a smarter way to make that equity work for you and your
family.

Want to know more? Reach out and let's have a talk. It might be the best investing decision you will ever make!



[ 3 Ajit Gautam- Mortgage Agent shared their photo.

| August 26,2015 @

w

FDS

BROKER SERVICES
FSCO LICENSE 912367

%.
8%
ON YOUR INVESTMENTS

ADVANTAGES OF SYNDICATED MORTGAGES

» RSP, LIRA, LIF, RIF, RESP, TFSA and CASH eligible
» Defined short term contracts

» Fixed interest and security of principal

Invest in prime Canadian real estate developments

32%
24%

16%

Hmlmm $30. 000 investment
Note: T oxample bate

Ajit Gautam- Mortgage Agent
August 26, 2015 - @

ifs Like Page

Invest in a Mortgage..Earn a higher rate of return than a bank can offer you. The
interest earned is tax fee if you add it to a TFSA, RRSP account . Your principle is
secure and its like a GIC with an 8% return. Ask me how its done and | can help. Call

289-946-1814.



Earn S%_interest on invest-
ments with TVH Mortgages

Whether you're buying your first
home or are a repeat buyer, you
need the guidance of a professional
to achieve the best mortgage
Frﬂduct and rate that are tailored
or your needs.
Long-time Markham resident
Doug Seed 1s a mortgage agent
with Verico TVH Mortgages, and
he understands that one mortgage
does not necessarily fit all. FDE:E\'S[-
time buyers, timely and accurate
mortgage advice 1s critical and can
save you crucial dollars. As a repeat
buyer, or whether you are mﬁam
cing or renewing, you'll have more
ience and a i
of what to expect, but will still
require a flexible solution that's
perfected for your lifestyle.

If you've never used a mortgage
agent, you'll enjoy having someone
who works with your schedule.
Doug makes house calls, and as a
local family man, has your best
interests at heart. “There’s a mus-
conception that you pay more if
you use a mortgage agent,” says
Doug,. “Thisis fmply not true. In
fact, using a mortﬁagc agent can
save you tens of thousands of

l'“nlcu dollars over

the life of

your mortgage.”
Verico TVH Mortgages offers
services and solutions for your
complete financial health. Part of
their current package offers an
RSP eligible syndicate mortgage
opportunity with Fortress 1%:?1
apital that can be purchased via
RRS5P’s, Mutual Funds, Penslons,
and a variety of other options. It
offers a safe, secure, 8% return on
investment (RO that's paid quarter-
ly under fixed terms with a defined
exit strategy. Best of all, the money
18 invcs[eﬁnm extremely reliable,
blue-chip Canadian real estate dewv-
elopers. s unmatched 1n-house
team of financial planners, under-
writers and la means Jess hassle
and the added convenience of
dealing with one company, through

one point-person in Doug Seed.

~f=Y"

TVvH

Brokerage license #11946



Bavneet Mundi ( Centum Paradigm Financial Lic #10159)
S ne 12 @

8% guaranteed return on your investment. CASH, TFSA, RRSP, RRIF are
eligible to invest.

BROKER SERVICES

Bavneet Mundi { Centum Paradigm Financial Lic #10159)
R June 12

Now a part of || | NG o provide Syndicated Mortgages.
Contact to invest and get 8% quaranteed return. All types of investment

monies are eligible like cash, rrsp, rrif, tfsa. Contact at 647 237 4647 to set up
an appointment.

Like - Comment - Share



2 Paul Therien
July 17,2013 - @

They are building a new site and the new one is not yet launched, but if you
are looking for a very strong and secure investmentfthat guarantees 8%
freturn on the doﬁrl you should check these guys out.

Make sure that you tell them that you heard about them through me!!

FDS Broker Services Inc.

FDS Broker Services offer Fortress Real Capital
syndicated mortgage products, an RSP eligible
syndicate mortgage product that allows a consumer to
invest directly into the proven market of Canadian real
estate by becoming a mortgage lender.

FDSBROKER.COM

Like » Share

AR Gouda Gabor "guarantees 8% return" u say? "GUARANTEES" ? ...sorry but
“all. as a reasonably aware investment-person | find this impossible to believe...

July 17, 2013 at 5:35pm - Like
Vivianne Therien Neal written guarantee??? cause if they are liroc or mida

they can be taken to court if they promise it and cant deliver they are legally
resposible not just the company

July 17, 2013 at 6:12pm - Like
f Paul Therien It is syndicated mortgages - which means that you invest at a

certain rate of return. The interest charged on the mortgages, plus fee gives
you an 8% return.

July 17, 2013 at 6:14pm - Like

3 Paul Therien They offer investor waht is known as a "fixed rate of return”
A July 17, 2013 at 6:15pm - Like

Gouda Gabor Paul | would be very careful that it could reflect on YOUR
reputation for you to state it has a "guaranteed 8% return"...as Vivianne
says...is there a written guarantee? | would bet big money there is NOT.

July 17, 2013 at 6:26pm - Like - ¥ 1
Paul Therien Actually - when you buy the investment it is for a mortgage term

and they offer a fixed rate of return at 8% - which is very common for
syndicated mortagges

July 17, 2013 at 6:27pm - Like

Paul Therier‘l am only repeating what they say,]if you have any questions
contact them and they would be happy to answer them for you.

July 17, 2013 at 6:28pm - Like




DLC Platinum Group
October 24 @&

Are you looking for better returns in your RSP or non registered funds. Checl
out this project in Burlington where you become the bank/lender!

Earn a guaranteed 8% plus opportunity for extra 16% in year 5!

An exceptional development down the road from the Burlington office!
Contact the office for more information!

Masonry

CONTEMPORARY TOWNS IN A SELF.CONTAINED COMMUNITY

DLC Platinum Group
October24 - @

PROJECT FEATURES

* Masonryis 4 12 prmantin West The parcel, locatad in an are tht catks for bypor Are you looking for better returns in your RSP or non
ion by the City of , s currently zonad for residential devalopmant. . . . . .
« The propased plan for this phassd 500 unit dveloprrent, calis for a mix of freshok), backto-back and registered funds. Check out this project in Burlington

stacked sach o contamporory assthetic.

* Thiz self-contained community will offer units starting around $250,000 snd range up to $450,000.
Rasidonts wil havo accass T amenkids, Q4 paik 000, 1o
and local g box stores alorg Plains Rd,

where you become the bank/lender!
Earn a guaranteed 8% plus opportunity for extra 16% in

* Locatad directly across the Alkdarshol GO station and just minutas from HWY 403, this projct has s year 5!
L L s An exceptional development down the road from the
progecta, [hewr strong mdwmmnn of the Burlington market combmned with 4 3ecaces of 6XDenence i H
it et b Burlington oﬂ:cfa! ‘ :
Contact the office for more information!
INVESTMENT FEATURES

« Faco amourt of your inveetmont 13 fully Rogisterod & So

curod via a chargo aganst the proparty “Unigue Foature”

Your irvestmiant has 8 defined tarm & fixed retun

No veriatla units like rmutal funds, segregated funds or imit-

ad partnarshps (LP's)

« Awilobie for purchase through Cash, RRSE LIRA, LIF AIF
RESP & TF5A to residents of Ontanc and Nova Scotia,

Like - Comment - Share

IV Write a comment...

INVESTMENT SUMMARY

Current Refse: 38.4M

Estimatad Returns: 56%

InvestmentTerm: 5§ years

Minimum Subacription: 20,000

Annuai Fixed Oistribution: 8% ipaid quarterty|
Dovolopor: Adi Dovelopmont Group

RATE OF RETURN

.l
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FOR MORE INFORMATION, CONTACT
US TODAY:

g info@idsbroker.com
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What's the deal with Syndicated Mortgages? (seirgefSonalrinancecanada)
submitted 1 year ago by Ontario cerealghost
A friend of a friend was pushing Syndicated Mortgages as an investment, saying that they pay 8% and are

risk-free, but have a minimum investment of $25k-100k.
I had never heard of them before, and I can't imagine why anyone would pay 8% for a mortgage right now.
This reeks of "too good to be true", but I'm having trouble figuring out what's wrong with it. Do any of you

have any experience with or knowledge of this?
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