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PRETTY ESTATES LTD.
MONITOR'S SIXTH REPORT TO COURT

JULY 21, 2015

BACKGROUND AND PURPOSE OF REPORT

1.

On November 10, 2014, Pretty Estates Ltd. (the "Company") commenced a proceeding
under the Companies’ Creditors Arrangement Act ("CCAA"), and on that same date this
Honourable Court granted an Initial CCAA Order (the "Initial Order"). G. Powroznik
Group Inc. of G-Force Group was appointed as Monitor in the CCAA proceeding (the
"Monitor").

This report represents the Sixth Report ("Sixth Report") of the Monitor with respect to
the CCAA filing of the Company and should be read in conjunction with the Monitor's
Preliminary Report dated November 5, 2014 which included the Company's Cash Flow
Statement ("Original Cash Flow Statement"), and the Monitor's First Report dated
December 5, 2014 ("First Report"), the Monitor's Second Report dated January 30, 2015
("Second Report"), the Monitor's Third Report ("Third Report") dated February 27,
2015, the Monitor's Fourth Report dated March 31, 2015 ("Fourth Report") and the -
Monitor's Fifth Report dated April 23, 2015 ("Fifth Report"). The capitalized terms
used in this Sixth Report are defined herein or in earlier reports.

Copies of all pertinent reports, Court Orders, and other filings related to this proceeding
are posted to the Monitor's website at the following URL: http://www.g-
forcegroup.ca/pretty-estates-ltd/

The purposes of this report are to provide this Honourable Court with:

a) an update on the Monitor's activities since the Fifth Report was issued;

b) an update on the actual financial performance of the Company during the
restructuring period and particularly during the period ending June 30, 2015;

c) an update on the third party offers to purchase the shares or assets of the Company
and the Company's development of a restructuring plan (the "Restructuring Plan")
under the CCAA;

d) an overall summary of next steps in the process with estimated timing for key
milestones that the Company is working toward; and

e) the Monitor's recommendations relating to the Company's request for an extension of
the stay of proceedings as well as the recommended process to deal with the
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Company's creditors' claims in conjunction with the Company's efforts to complete a
transaction and formalize its restructuring plan.

5. In preparing this report, the Monitor has relied upon information received from the
Company, its legal counsel, Lawson Lundell LLP ("Lawson"), IHM, the Company's first
and second mortgagees and their respective counsel and third parties potentially
interested in acquiring the shares or assets of the Company and/or participating in the
Restructuring Plan (the “Prospects”). The Monitor was given unobstructed access to
information relating to the operations of the Company including financial and operations

information.

MONITOR'S ACTIVITIES

6. The following is a summary, without limitation, of the Monitor's activities since the Fifth
Report was submitted:
a) maintained regular contact with the Company's first mortgagee, First West Credit

b)

Union (formerly known as Envision Credit Union) (“First West”), represented by
Mr. Mohamed Samman, and the Company's second mortgagee and DIP lender, Mr.
James Young, and their respective counsel to update them on the status of CCAA
proceedings and respond to their queries. This included the Monitor providing the
secured creditors with two brief operations reports dated May 22, 2015 and June 22,
2015, respectively, to provide details of the monthly operations and financial results
at the Resort. Also, the secured creditors were provided with e-mail reports on the
status of the Company's Search Process to find a purchaser or investor dated May 20,
May 21, June 19, and June 25, 2015, respectively;

responded to many enquiries from Mr. Young, who as the DIP Lender and the second
mortgagee has made a conscientious effort to carefully monitor the Company’s
progress under the CCAA including identifying suitable Prospects;

maintained regular contact with the Company and Lawson to review the improved
operating results and the detailed elements and timing of a Restructuring Plan;

maintained regular contact with IHM to obtain ongoing updates on the Company’s
operational restructuring activities, the current events at the Resort and the status of
operations improvements and financial performance;

reviewed the financial and operational reports from IHM for April, May and June
2015, and its commentary on early July results, and considered this information in
connection with the Cash Flow Statement, and the Company's current position with
respect to the DIP Financing;

managed the process for the Company to identify and consider Prospects, and held

meetings with several to determine whether any of them would qualify as a Potential
Partner or a Value Investor, hereinafter defined, for the Company;
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g) reviewed with the Company the formal offers received from the Prospects;
h) worked with the Company in negotiating the terms of two letters of intent; and

i) assisted the Company in developing a time-line for key milestones as it worked to
develop its Restructuring Plan taking into account the feedback from the first and
second mortgagees, including developing a claims process ("Claims Process") which
is discussed later in this report.

SUMMARY OF KEY FINDINGS AND ACTIVITES
7. The Monitor summarizes its key findings as follows:

a) For the eight months of their operation ending June 30, 2015, the Company has fallen
short of their budgeted results by approximately $52,200. However, the performance
exceeds the Company’s results for the same period a year earlier by $396,000. June
2015 operations were very positive and EBITDA of $124,800 was recorded, which is
approximately 35% better than projections. FEarly indications are that the Resort's
July performance is slightly behind projections primarily due to the very hot weather
and unfavourable air quality in the first part of the month. IHM is cautiously
optimistic that it can still meet the budgeted operating results for the year ending
October 31, 2015 of EBITDA of $502,000, or an improvement over the prior year of
$772,000;

b) IHM reports that actual DIP Financing advanced as at June 30, 2015 is $40,590 less
than what was projected at that time. The Company had approximately $95,000 of
borrowing remaining under the DIP financing limit as at the end of June; and

¢) The Company has now received four serious offers to purchase its shares or assets.
Two of the offers contain a purchase price that is sufficient to repay the DIP
Financing in full, pay the secured debt, and make a meaningful payment to the
unsecured creditors, all of which could be embodied in a Restructuring Plan that the
Company expects to file by September 30, 2015.

STATUS OF OPERATIONS IMPROVEMENTS AND COST CONTAINMENT
MEASURES

8. Included as Appendix ""A" to this Report is the IHM Operations and Cash Flow Report
for June 2015 including the following exhibits: Exhibit 1 - Status of Operations
Initiatives (including Exhibit 1A - Revenue Enhancement Initiatives); Exhibit 2.0 -
Monthly Cash Flow - Period Ending June 30, 2015; and Exhibit 2.1 - Summary
Operating Statement - Period ending June 30, 2015 (collectively, the "IHM June
Report").

9. In summary, the IHM June Report contains details on the Resort's financial performance
for the month of June 2015, as well as for the eight months ending June 30, 2015
including its actual performance compared to projected cash flows to June 30, 2015, and
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10.

status of borrowings under the DIP Financing. The IHM June Report also contains a
summary of the status of the various cost containment and operations improvements
initiatives that JHM has implemented since its appointment.

The Monitor has reviewed the IHM June Report and has discussed it with IHM and the
Company. The Monitor recommends that stakeholders review the IHM June Report as it
contains a significant amount of information about the Resort's operations since the
commencement of the CCAA to June 30, 2015, and also contains brief commentary
about estimated projected operating results for the month of July 2015. A brief summary
of the Resort's June 2015 financial results follows.

COMPANY'S FINANCIAL RESULTS - JUNE 2015 AND EIGHT MONTHS TO JUNE
30,2015

11.

12.

13.

As part of its review of the IHM June Report, the Monitor has reviewed the Resort's
actual to budgeted cash flows and operating (income) statements, both for the month of
June 2015 and for the eight month period ending June 30, 2015.

The IHM June Report summarizes the variances in actual results compared to the
projections included in the Cash Flow Statement. The results as reported in the IHM
June Report are self-explanatory and will not be repeated by the Monitor except to
highlight the most significant financial results at a high level as follows:

a) for the month ending June 30, 2015, the Resort's actual earnings before interest,
taxes, depreciation and amortization ("EBITDA") of $124,800 is approximately
$32,700 better than the budgeted EBITDA of $92,100 for the month;

b) for the month ending June 30, 2015, the Resort's EBITDA of $124,800 was $59,000
better than the prior year's June EBITDA (loss) of $65,800; and

c) for the eight month period ending June 30, 2015, the Resort's EBITDA (loss) of
(378,900) is approximately $396,000 improved compared to the prior year's
equivalent period’s EBITDA (loss) of ($474,900). These operating results evidence
the fact that IHM's cost control and revenue initiatives have gained significant
traction at the Resort, evidenced by the substantially improved monthly results this
year, compared to prior years, during the first eight months of operations for the
current fiscal year.

Also, IHM's early view is that the Resort is approximately $20,000 behind target for the
projected EBITDA of $181,900 for July 2015. This is primarily due to unseasonably hot
weather in the first half of July which reduced the number of golf rounds played. Also,
the extreme forest fire conditions in British Columbia, and the resulting heavy smoke and
poor air quality in the first part of July, deterred people from golfing and participating in
other outdoor activities generally. July results will be known in the first half of August
2015.
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14.

The Monitor observes that IHM has made advancements in all key operations areas in its
management of the Resort, and that all of its planned initiatives have now been
commenced. It is clear that the initiatives, both for cost containments, and also for
revenue enhancements, have been successful. Despite the projected negative EBITDA
variance for July, at the time of writing this report, [HM is cautiously optimistic that it
will meet its budgeted EBITDA results for the year ending October 31, 2015 of
$502,000.

UPDATE ON OFFERS TO PURCHASE THE SHARES OF THE COMPANY

15.

16.

17.

18.

The key objectives of the Restructuring Plan were set out in paragraph 21 of the
Monitor’s Fourth Report. The Company’s dramatic turnaround in its operating results
has resulted in clearly demonstrating that there is considerable appreciation in value
occurring during the CCAA process or perhaps better described as a ‘firming up’ of the
underlying value of the Company’s going-concern business and Assets. A universal
assessment by virtually everyone who has expressed interest in the Company’s Resort
business and Assets acknowledges that the property is uniquely attractive, likely with
upside development potential over the longer term.

Since May 2015, the Company has run, with the assistance of the Monitor, the Search
Process (as defined in the Fourth Report) to find an investor or a buyer. Thirteen parties,
not including the secured creditors, executed confidentiality agreements in order to
examine confidential information relating to the Search Process and purchase
opportunity. From that point, several more serious Prospects were identified ("Serious
Prospects"). After additional due diligence by the Serious Prospects and their discussions
with the Monitor and the Company, the Company received by May 20, 2015 three initial
formal letters of intent (“LOI”). These were communicated to the secured creditors at
the time by the Monitor and periodic updates to the secured creditors have been provided
since then. Two LOIs involved the purchase of the shares of the Company and the third
LOI involved the purchase of the Assets. One of these parties had been in contact with
the Company prior to the CCAA filing while the other two were attracted during the
Search Process. There were additional components in two of these offers that provided a
significant on-going involvement of and financial benefit to Ms. Faulkner.

In the case of two of the initial LOIs, there were sufficient proceeds to retire all of the
secured debt, including the secured debt owed to Ms. Faulkner personally, and to her
Company, 0700256 B.C. Ltd., but significantly different amounts would be available for
the unsecured creditors under a Restructuring Plan. In the Monitor's opinion, the initial
offers represented the upper range of the market value for the Company and its Assets.
As a result, the Company and its shareholder accepted the Monitor’s recommendation
that the formal search process for additional Prospects be curtailed in favour of
determining which of the offers would best support an early submission of the
Company’s Restructuring Plan. '

The Monitor assisted the Company and Ms. Faulkner in receiving clarification from the
Prospects with the two best offers over a three week period in order to determine which
offer to accept. During this period, the amount offered by the Prospects with both the
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19.

20.

21.

second and third best offers was increased significantly. During this time, a fourth
substantial offer was also received by the Company.

On June 19, 2015, Ms. Faulkner accepted the best LOI (the “Accepted LOI”) from the
proposed purchaser ("Proposed Purchaser"). The Prospect with the second best offer
was informed of her decision but was encouraged to maintain its offer as a backup offer
in case the sale was not completed with the Proposed Purchaser (the “Back-up Offer”).
Subsequently, the amount offered by the Prospects with the second and third best offers
has been increased again. A formal Backup Offer by the Prospect with the second best
offer has been prepared and submitted to the Company’s shareholder for signing.

The Company and the Monitor have agreed to maintain the confidentiality of both the
names of the Proposed Purchaser and the Prospects with the other offers and the specific
details of the offers to maintain the integrity of the Search Process and since the final sale
documents have not been completed.

The Proposed Purchaser's legal counsel provided the first draft of a Share Purchase
Agreement ("SPA") on July 14, 2015 and is working with the Company and Ms.
Faulkner to finalize and execute it by July 27, 2015. The Proposed Purchaser has placed
its initial deposit in trust with its lawyer. In conjunction with the preparation of the SPA,
the Proposed Purchaser has also commenced its due diligence activities, which will
include meeting with IHM and senior personnel from the Company, to support the final
documentation required by the SPA. The Proposed Purchaser will have a further period
of 53 days from the execution of the SPA to perform additional due diligence and remove
conditions. Therefore, it is expected the offer will become unconditional on or before
September 18, 2015 at which time a $1 million deposit is required. The Proposed
Purchaser plans to close within 30 days of subject removal from the SPA, subject to the
Company’s requirements to file its Restructuring Plan and have it approved by the
creditors and by the Court. Practically, we would expect the sale to close at a calendar
month end to simplify the transition from Vendor the purchaser.

CLAIMS PROCESS AND RESTRUCTURING PLAN

22.

23.

The Company cannot file its Restructuring Plan until it has reasonable assurance that the
Proposed Purchaser is prepared to complete the purchase, which will occur when the
Purchaser’s conditions are removed from the SPA on or before September 18, 2015. This
means that the Company expects to file its Restructuring Plan with the Court in the latter
half of September 2015. Based upon the anticipated time for the Proposed Purchaser to
complete the purchase of the shares and Assets of the Company, the Monitor
recommends that a Claims Process be undertaken now. Under the Company's proposed
Claims Process, the Monitor will be managing the process including sending
correspondence to creditors, receiving claims, and adjudicating claims with the assistance
of the Company and its management and staff.

The Monitor recommends that the Claims Process be commenced in early August 2015

so that all of the creditors' claims can be received and adjudicated prior to the end of
September 2015, the time the Company plans to file its Restructuring Plan.
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24.

The anticipated Claims Process is set out in detail in the Company’s materials that are
submitted as part of this application.

CONCLUSIONS AND RECOMMENDATIONS

25.

26.

27.

28.

The Company’s turnaround in operating results during the CCAA process has been
impressive so far and credit must be given to IHM and the Company for its support. The
actual and projected improved operating results have provided a solid foundation to
demonstrate tangible higher value for the Company and its Assets.

In the Monitor's opinion, the Search Process generated significant interest in acquiring
the Company and its Assets and four solid offers were received by strategic buyers. The
SPA for the top offer is expected to be finalized before the end of July and the due
diligence completed and conditions removed by the Proposed Purchaser by September
18, 2015. The Monitor expects that the Proposed Purchaser will be able to complete the
acquisition by the end of October 2015 subject to the Company’s ability to file its
Restructuring Plan and get it approved by the creditors and the Court by then.

The Monitor recommends that the stay of proceedings be extended to September 30,
2015 to allow the Company and its shareholder the time to complete a transaction with
the Proposed Purchaser and begin the process to file its Restructuring Plan and have it
approved by the creditors and the Court. The Monitor also recommends that the
Company's Claims Process be approved as it will allow for the adjudication of claims in
advance of the Company filing its Restructuring Plan in the latter half of September
2015.

The Company and its principal, Ms. Faulkner, have been very co-operative with the
Monitor and in the Search Process. The Monitor continues to hold the opinion that the
Company has acted, and is acting, in good faith and with due diligence during the
restructuring process with the intention of preparing and presenting its Restructuring Plan
as soon as reasonably possible.

All of which is respectfully submitted this 21st day of July, 2015.

G. Powroznik Group Inc. of G-Force Group
In its capacity as Court Appointed Monitor
of Pretty Estates Ltd.

7

Per: Mr. Gary D. Powroznik
Managing Director
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Appendix "A"

IHM Operations and Cash Flow Report for June 2015
(including exhibits)



INNTEGRATED HOSPITALITY MANAGEMENT LTD

Memorandum

To:  Betty-Anne Faulkner, Pretty Estates Ltd.

CC:  G. Powroznik Group Inc.as Court Appointed Monitor of Pretty Estates Ltd.
Bonita Lewis-Hand, Lawson Lundell LLP

From: Ralph Miller, Inntegrated Hospitality Management Ltd.

Date: July 17,2015

Re:  Pretty Estate Resort — Operations and Cash Flow Report, June 2015

Betty-Anne:

As you are aware, IHM took control of the management of Pretty Estate Resort (the “Resort”) on
November 10, 2014, with the mandate to implement cost containment, operations efficiency, and
revenue enhancement initiatives, which we originally identified in August 2014 and continue to
update the initiatives based on implementation experience. All of the initiatives previously
identified have been actioned and as reported in previous months have been integrated into the
operation of the Resort.

For the 8 month period ended June 30, 2015 we provide the following summary:

2015 2014 Improvement
$ $ $
Total Revenue 1,291,500 1,170,700 120,800
Labour Costs 776,200 899,500 123,300
Other Costs 594.200 746,100 151,900

EBITDA (Loss) Before Restructuring Costs ( 78,.900) (474.900) 396.000

Our revenue enhancement, cost control and mitigation, and efficiency programs are focused on each
of the Company’s operations; revenue enhancement initiatives, especially as they related to golf
operations appear to be gaining momentum, generating additional revenues.

On a comparative basis for the 8 months period ended June 30, revenues have been increased
$120,800, labour costs have been reduced $123,300, and other operating costs have been reduced by
$151,900, resulting in a reduction in the operating loss for the 8 month period of $396,000.

Suite 313, 223 Mountain Highway Box 14, Site 17, RR 8
North Vancouver, BC V7J 3V3 Calgary, AB T2J 2T9
Telephone: 704.982.0888 Telephone 403.719.9777
Facsimile: 704.982.0999 Facsimile: 403.938.1724

WWW.inntegratedhospitality.com




Labour cost, the single most important expense in any hospitality business, is monitored and
managed on a daily and weekly basis. When compared against the same period last year, $123,300
in labour cost savings, approximately 14% of the prior year labour cost, has been achieved in the 8
months ended June 30, 2015 without sacrificing guest satisfaction.

Other cost savings have been recorded in and across multiple expense classifications. For example,
for the 8 months ended June 30, 2015 the cost of food and beverage was 37.4% of food and beverage
revenues, 7.4 percentage points better than the 44.8% cost of food and beverage revenues reported in
the 8 months ended June 31, 2014 (measured in absolute dollars, the food and beverage cost
reduction is approximately $40,000 over the 8 month period).

Some of our revenue enhancement initiatives were delayed as a result of being appointed in
November 2014 rather than in September 2014, eliminating opportunities to leverage on the 2014
Christmas season and winter/spring corporate retreat markets. Our revenue enhancement initiatives
are a series of building blocks, which unlike cost containment initiatives, require specific sequencing
for each target sector.

In Exhibit 1, we set out our revised initiatives that will carry the Resort through the summer golf
season. These revised initiatives include the mid-course corrections we believe necessary to
continue to build revenues and better control costs throughout the operation; as with previous
reports, highlighted initiatives have been actioned. '

Our business and operating philosophy continues to promote changes that improve the business
paradigm at the Resort. We operate the business on a go-forward basis making suitable
arrangements for the continued operations of the Resort.

Operating Earnings for the Month Ended June 30, 2015

In respect of the financial performance of the Resort, we attach a Statement of Monthly Cash Flow
from Operations (Exhibit 2.0) and a Summary Operating Statement (Exhibit 2.1) for the period
ended June 30, 2015, and provide the following discussion thereon.

Total Operating Revenue recorded for June 2015 was $383,400, $29,200 greater than the projected
levels, with golf revenues $37,900 above expectations and rooms and food and beverage combined
to be ($8,600) below expectations.

The Earnings before Interest Taxes Depreciation and Amortization (“EBITDA”) and Restructuring
Costs for the month of June 2015 was $124,800; $32,900 better than the projected EBITDA and
Restructuring Costs of $92,100. By comparison the Total Operating Revenue and EBITDA reported
for the month of June 2014 was $348,800 and $65,800 respectfully.

Rooms’ department revenue for June was $37,900, approximately ($2,800) less than projected
levels. 175 guest rooms were sold, (13) less than the projected guest room sales of 188; the average
room rate achieved was $215.87, approximately ($1.00) worse than the projection of $216.70.




Food & Beverage department revenues for June were $173,300, approximately ($4,800) less than the
projected levels.

Golf department revenues for June were $172,200, approximately $37,900 more than the golf
revenues projected; 3,050 green fee paid rounds and 543 membership/golf card rounds of golf were
recorded for a total of 3,593 golf rounds, 893more golf rounds than projected (2,700 green fee paid
and 0 membership/golf card rounds); the average green fee realized was $40.77, $5.77 more than
$35.00 green fee projected.

Non-Operating Income for June was $1,601; $1,101 more than projected.

Total labour costs for the month of June 2015 were $136,511, $958 more than the projected labour
costs of $135,553, and ($12,200) less than the labour costs incurred in the month of June 2014. For
June 2015 labour costs represented 35.6% of total operating revenues, approximately 2.7 percentage
points better than the projected labour costs of 38.3% of total projected revenue.

An overall operating earnings , represented by EBITDA before Restructuring Costs, of $124,800
was recorded for the month of June 2015, $32,700 better than the projected operating earnings for
the month of $92,100.

On a year to date basis (8 months to June 30, 2015):

e EBITDA (Loss) before restructuring costs of ($78,900) has been reported; ($52,200) worse
than the projected EBITDA (Loss) before restructuring costs of ($26,700); but $396,000
better than the EBITDA (Loss) before restructuring costs of ($474,900) reported for 8
months ended June 30, 2014.

o Total operating revenues of $1,291,500 were recorded in the 8 month period, ($83,200) less
than the projected operating revenue, but $120,800 more than the revenue recorded in the 8
month period ended June 30 2014.

In our report on the operations for May 2015, dated June 17, 2015, we provided an estimate for the
anticipated operating earnings for June 2015 at $92,000 based on the daily revenue and labour cost
reporting to June 16, 2015, implemented at the Resort. Actual operating earnings of $124,800 were
recorded, approximately $32,700 better than the estimate.

Statement of Monthly Cash Flow from Operations

On April 20, 2015 we issued a revised projection for monthly cash flow for the year ending October
31, 2015. The revised projection for monthly cash flow is based on the actual results of operations
for the 5 month period from November 1, 2014 to March 31, 2015 and projected operating results
for the period from April 1, 2015 to October 31, 2015. These projections were based on the
assumption that the Company will continue operations in the normal course, except where otherwise
stated, and will incorporate the initiatives outlined in the Inntegrated Hospitality Management Ltd.
report dated August 29, 2014, and revised estimates for debt service requirements (including DIP
Financing costs) and restructuring costs.




The Cash Flow from Operations is determined after considering changes in the working capital
accounts and before interest, depreciation, and other non-operating items. The EBITDA before
Restructuring Costs for June 2015 was $124,782.

The adjusted cash flow surplus (deficiency) from operations for June 2015 was approximately
$43,675, and consider all of the changes in the working capital accounts for the Resort. Overall,
there is a favorable cash flow from operations variance of $49,322, when compared against the
projected operating cash flow requirements, largely as a result of deferring the timing for the annual
renewal of corporate insurance policies until August, and the timing of payments on short term trade
credit accounts.

Non-Operating cash flow items generally include the cost of capital replacements and all of the costs
related to interest payments required to maintain the secured creditor positions and the payments
related to restructuring costs. No capital replacements were made in June 2015. Non-Operating cash
flow items totaled $32,771 in respect of capital replacements and debt service and $83,530 in respect
of restructuring costs.

Overall a cash flow deficiency of ($72,626) was recorded for the month, approximately $56,700
better than the projected cash flow deficiency of ($129,326).

On a year to date basis (8 months to June 30, 2015), a cash flow deficiency of ($793,432) has been
incurred, approximately $118,292 better than the revised projected cash flow deficiency of
($911,724).

Our cash flow projections anticipated that no changes would be made to the Envision Line of Credit,
which was effectively fully drawn down as at November 10, 2014, As at June 30, 2015 cash
balances in the Royal Bank accounts totaled $111,417, including $27,023 related to wedding and
event customer deposits received since November 10, 2014, which are segregated from regular
operating funds and held in trust in anticipation of the booked events.

DIP Financing

As at June 30, 2015 DIP Financing totaling $867,008 had been advanced, approximately ($40,590)
less than the $907,598 estimated in the revised projection. Our DIP Funding cycle is estimated
semi-monthly in advance and the timing of any specific month-end can indicate potential over/under
borrowing or additional short term cash flow deficiencies. As at June 30, 2015, unrestricted cash
balances of $84,394 were available in the Royal Bank of Canada accounts, and approximately
$24,627 was available on the Envision Financial Line of Credit.

As at July 15, 2015 DIP Financing totaling $867,008 had been advanced; allowing for the July 2015
DIP interest, and the three month interest reserve, there is approximately $95,000 in remaining
borrowing available under the approved DIP Financing of $1,000,000.

On July 15, 2015 THM requested a $95,000 advance of the available DIP Financing in order to
expedite the settlement of outstanding accounts for professional fees to the corporate legal advisors




and the court approved monitor. Notwithstanding that the funding request was within the court
approved limits of the DIP Financing, the DIP Lender has reserved the decision on whether to
provide the requested $95,000 in additional DIP Funding.

The DIP Lender’s reservation in funding creates a short term operational inconvenience, causing
additional management focus on daily cash flow management, at a time when all eyes should be on
daily operations management. We anticipate that by the time a funding decision is finally made, we
will have made other accommodations in order to settle the professional fee accounts.

Outlook for July 2015

According to the revenue and labour cost tracking/monitoring systems installed at the Resort, as of
July 15, 2015, the Resort is reporting an actual revenue to projection deficiency in the range of
($16,000) month-to-date, and an actual labour cost to projection overage in the range of ($9,000)
month-to-date, During the first half of July, weather conditions have been unseasonably warm and
forest fires have created unpleasant air quality, all of which have had the effect of reducing golf play.
Booking and reservation activity indicates very good but not exceptional golf and non-golf revenues
for the last half of the month. For July 2015 we projected EBITDA of $181,900; based on the
experience to July 15, 2015 we now anticipate achieving monthly EBITDA in the range of $160,000,
approximately ($22,000) less than the projection.

Projected Cash Flow for the Year ending October 31, 2015

For the 8 months ended June 30, 2015, EBITDA before restructuring costs of ($78,900) has been
reported; ($52,200) worse than the projected EBITDA before restructuring costs of ($26,700).
However, based on the operating performance achieved since November 10, 2014, and our
experience with the financial impacts of the operational changes introduced, we remain cautiously
optimistic that the financial projection for annual EBITDA before restructuring costs of $502,700,
presented in November 2014, is still achievable in total over the balance of the year ending October
31, 2015.

Conclusion

The foregoing represents our report on the operations and cash flow for the Resort for June 2015 and
the 8 months then ended.

We are pleased to report a $396,000 improvement in the 8 month period EBIDTA (before
restructuring costs), when compared to the same 8 month period of 2014, This improvement in
EBITDA is more than 3 times the IHM operational restructuring fees recorded in the 8 month
period.

We are pleased to review our report with you, the Monitor, or the Resort’s legal advisors, at your
convenience.

If you have any questions related to this memorandum please do not hesitate to contact me directly
by email or at 403.619.9767 (mobile).
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