MOUNTAIN SHADOWS RESORT
(the “Resort”)
DISCLOSURE STATEMENT

(REAL ESTATE DEVELOPMENT MARKETING ACT (BRITISH COLUMBIA))

Disclosure Statement dated for reference May 8, 2009 with respect to an offering by Mountain Shadows
Resort Ltd. (the “Developer™) of 57 of a potential 124 fee-simple shared interests in land (each a “Shared
Interest” and collectively the “Shared Interests™) being offered at the Resort, located near Radium Hot
Springs, British Columbia. This Disclosure Statement was filed with and accepted by the Superintendent
of Real Estate for the Province of British Columbia (the “Superintendent™) on May 28, 2009.

Name of Developer: Mountain Shadows Resort Ltd.
Business Address: 643 Highlands Crescent
Saskatoon, Saskatchewan S7H 4Y3 (TBC)
Address for Service in British Suite 2300, 550 Burrard Street
Columbia; Vancouver, British Columbia V6C 2B5

The Developer will not be using a real estate brokerage to market the Shared Interests referred to in this
offering.

The Developer will use its own employees to market the Shared Interests. The Developer’s employees
are not licensed under the Real Estate Service Act (British Columbia) nor do such employees act on
behalf of the purchaser.

DISCLAIMER

THIS DISCLOSURE STATEMENT HAS BEEN FILED WITH THE SUPERINTENDENT OF REAL ESTATE, BUT
NEITHER THE SUPERINTENDENT OF REAL ESTATE, NOR ANY OTHER AUTHORITY OF THE
GOVERNMENT OF THE PROVINCE OF BRITISH COLUMBIA, HAS DETERMINED THE MERITS OF ANY
STATEMENT CONTAINED IN THE DISCLOSURE STATEMENT OR WHETHER THE DISCLOSURE
STATEMENT CONTAINS A MISREPRESENTATION OR OTHERWISE FAILS TO COMPLY WITH THE
REQUIREMENTS OF THE REAL ESTATE DEVELOPMENT MARKETING ACT (BRITISH COLUMBIA). IT IS THE
RESPONSIBILITY OF THE DEVELOPER TO DISCLOSE PLAINLY ALL MATERIAL FACTS, WITHOUT
MISREPRESENTATION.
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RIGHT OF RESCISSION

Under section 21 of the Real Estate Development Marketing Act (British Columbia), the
purchaser or lessee of a development unit may rescind (cancel) the contract of purchase
and sale or contract to lease by serving written notice on the Developer or the
Developer’s brokerage, within seven days after the later of the date the contract was
entered into or the date the purchaser or lessee received a copy of this Disclosure
Statement.

A purchaser may serve a notice of rescission by delivering a signed copy of the notice in
person or by registered mail to:

(a) the Developer at the address shown in the disclosure statement received by the
purchaser,

(b)  the Developer at the address shown in the purchaser’s purchase agreement,

(c) the Developer’s brokerage, if any, at the address shown in the disclosure
statement received by the purchaser, or

(d)  the Developer’s brokerage, if any, at the address shown in the purchaser’s
purchase agreement.

The Developer must promptly place purchaser’s deposits with a brokerage, lawyer or
notary public who must place the deposits in a trust account in a savings institution in
British Columbia. If a purchaser rescinds their purchase agreement in accordance with
the Real Estate Development Marketing Act (British Columbia) and regulations, the
Developer or the Developer’s trustee must promptly return the deposit to the purchaser.

REQUIREMENTS FOR EARLY MARKETING — FINANCING

Policy Statement No. 6

Pursuant to Policy Statement No. 6 issued by the Superintendent of Real Estate, if the
Developer has obtained a conditional financing commitment, the Developer may market
the development units, but only on complying with the following terms and conditions:

(a)  The estimated date for obtaining a satisfactory financing commitment, as disclosed
in the disclosure statement, is 9 months or less from the date the Developer filed the
disclosure statement with the Superintendent;

(b) The Developer markets the proposed development units under the disclosure
statement for a period of no more than 9 months from the date the disclosure
statement was filed with the Superintendent, unless an amendment to the disclosure
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statement that sets out particulars of a safisfactory financing commitment is filed
with the Superintendent during that period; and

(c) Any purchase agreement nsed by the Developer, with respect to any development
unit offered for sale or lease before the purchaser’s receipt of an amendment to the
disclosure statement that sets out particulars of a satisfactory financing
commitment, contains the following terms:

(i) If an amendment to the disclosure statement that sets out particulars of a
satisfactory financing commitment is not received by the purchaser within
12 months after the initial disclosure statement was filed, the purchaser may
at his or her option cancel the purchase agreement at any time after the end
of that 12-month period until the required amendment is received by the
purchaser;

(ii) The amount of the deposit to be paid by a purchaser who has not yet received
an amendment to the disclosure statement that sets out particulars of a
satisfactory financing commitment is no more than 10% of the purchase
price; and

(iii)  All deposits paid by a purchaser, including interest earned if applicable, will

be returned promptly to the purchaser upon notice of cancellation from the
purchaser.
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GLOSSARY OF DEFINED TERMS

In this Disclosure Statement, the following terms have the meanings set out below:

“Act” means Real Estate Development Marketing Act (British Columbia), S.B.C. 2004 c. 41, as
may be amended or replaced;

“Assessments” mecans the costs and levies assessed by the Owners’ Association to an Owner,
and payable by that Owner, in respect of operating, maintenance and replacement costs, reserves,
fees, expenses, charges and other reasonable outlays relating to the Resort and which are more
particularly described in subsection 3.8;

“Bylaw” means Regional District of East Kootenay Upper Columbia Valley Zoning Bylaw
No. 900, 1992, as may be amended or replaced from time to time;

“Bylaws” means the bylaws approved from time to time by the Owners’ Association, governing
the use of the Sites and Common Items by the Owners, a copy of which is attached as a schedule
to the Co-Ownership Agreement;

“Common Areas” means those portions of the Lands and improvements thereon that are not
included within the boundary of the Sites and that are designated by the Developer or the
Owners’ Association as common areas, which designation may be changed by the Developer or
the Owners’ Association from time to time;

“Common Assets” means the personal property owned by the Owners’® Association acquired for
the use of all the Owners as well as the fixtures, pipes, wires and other facilities used for
generation, storage, collection or distribution of water, sewage, drainage, electricity, telephone,
garbage collection and other utility services;

“Common Costs” means the total of the costs and expenses (without duplication) incurred by
the Owners’ Association to operate, manage, insure, repair, maintain and replace the Resort
Assets (but excluding the Sites), including without limitation:

(a) all costs and expenses to repair, maintain, replace and decorate the Common
Items;

(b) the Cost of Insurance;
(c) the Tax Cost for the Common Items;

(d) all costs and expenses for gardening and landscaping, repainting, rental of
equipment, garbage removal, sanitary control or removal, snow removal and
cleaning of Common Areas and the Common Facilities;

(e) wages and other amounts paid for maintenance, security and operating personnel;

H all accounting and other professional fees, costs and expenses relating to the
operation, management, insurance, repair, maintenance and replacement of the
Common Items;
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(g  water and sewer for the Resort; and

(h)  all costs of utilities, taxes and other amounts payable in connection with the
Common Areas and the Common Facilities,

together with a Contingency Reserve Fund for each Year as determined by the Owners’
Association;

“Common Facilities” means those facilities within the Resort that are designated by the
Developer or Owners’ Association as common facilities, which designation may be changed by
the Developer or Owners’ Association from time to time, including but not limited to the roads,
electrical and mechanical systems, drainage and sewer systems, waterworks and fire prevention
systems primarily located in the Common Areas, as further described in subsection 3.6;

“Common Items” means, collectively, the Common Assets, Common Facilities and Common
Areas;

“Contingency Reserve Fund” means a fund for Common Costs which occur less often than
once a Year, as described in subsection 3.8(1)(c);

“Co-Ownership Agreement” means an agreement in substantially the form attached hereto as
Exhibit D, as such form is amended from time to time, between the Developer, the Owners’
Association and the Owners, which is intended to enable the parties thereto and any future
owners of the Lands, or any portion thereof, to share in the use and enjoyment of the Common
Items and which will establish a mechanism for the control, management and administration, as
applicable, of the Resort;

“Cost of Insurance” means the annual cost to the Owners’ Association to take out and maintain
the insurance required to be taken out and maintained by the Owners’ Association under the
terms of the Co-Ownership Agreement and such other insurance as the Owners’ Association may
deem necessary from time to time;

“Day Guest” means any person using and occupying a Site or any of the Common Areas or
Common Facilities for less than 24 continuous consecutive hours and is a person who is not an
Immediate Family to an Owner;

“Developer” means Mountain Shadows Resort Ltd., as described in subsection 1.1;
“Developer’s Security” has the meaning given to this term, as set out in subsection 7.3(2);

“Governmental Authority” means any federal, provincial, city, municipal, county, regional, or
local government or government authority, and includes any department, commission, bureau,
board, administrative agency, or regulatory body of any of the foregoing;

“Gowlings” means Gowling Lafleur Henderson LLP;

“House Site” means Site number 42, as described in subsection 2.1;
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“Immediate Family” means the spouse of an Owner, the children and grandchildren of the
Owner and any spouses of any such children or grandchildren of the Owner. For the purposes of
this Disclosure Statement, the Co-Ownership Agreement and the Bylaws, the term “spouse™ shall
include a common-law spouse;

“Land Title Act” means the Land Title Act (British Columbia), R.S.B.C. 1996, c. 250, as
amended or replaced from time to time;

“Land Title Office” means the Kamloops, British Columbia Land Title Office;

“Lands” means the lands and premises comprising the Resort legally described herein
subsection 4.1;

“Lender” has the meaning given to this term as set out in subsection 4.3;
“Lender’s Mortgage” has the meaning given to this term as set out in subsection 4.3;

“Manager” means the interim manager appointed initially by the Developer, as may be
continued or subsequently replaced by the Owners’ Association, as further described in
subsection 3.2(e);

“Manufactured Home Sites” means the 14 manufactured home sites that are located on that
part of the Parcel A Lands commonly known as the “Whitetail Estates Mobile Home Park™, and
“Manufactured Home Site” has the corresponding meaning;

“Mortgage Payout Amount” means the amount, calculated in accordance with the directions of
the Lender, by which the Developer will have sufficient funds to pay out and cause the discharge
the Lender’s Mortgage, pursuant to the terms of the Purchase Agreement;

“New Common Facilities” has the meaning given to this term as set out in subsection 3.6(4);
“New Facility Election” has the meaning given to this term as set out in subsection 3.6(4);

“Owner” means a registered owner of a Shared Interest, and “Owners” shall mean all of the
owners of the Shared Interests;

“Owner’s Proportionate Share” means that fraction, the numerator of which is the aggregate
number of Shared Interests owned by an Owner and the denominator of which is the total
number of Shared Interests in the Lands;

“Owner’s Site” means that portion of the Lands identified on Schedule A of the Co-Ownership
Agreement executed by an Owner as the Owner’s Site, which Site is for the use of the Owner,
subject to the terms of the Co-Ownership Agreement;

“Owners’ Association” means “The Mountain Shadows Owners’ Association”, which shall be a
society incorporated under the Society Act, as further described in subsection 3.2. The proposed
Constitution and Bylaws of the Owners® Association are set out in a Schedule to the
Co-Ownership Agreement;
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“Owners’ Association Interim Budget” means the interim budget for the Phase 1A RV Sites
and the combined Phase 1A RV Sites and Phase 1B RV Sites, a copy of which is attached hereto
as Exhibit F and as more particularly described in subsection 3.8(1);

“Owners’ Association Mortgage” means the mortgage granted by an Owner to the Owners’
Association to be registered in the Land Title Office as a charge against the Owner’s Shared
Interest as security for the Owner’s obligations under the Co-Ownership Agreement;

“Parcel A Lands” means those lands legally described as Parcel Identifier: 016-428-773
Parcel A (See 1429711) of District Lot 7913 Kootenay District;

“Phase 1A Area” means that portion of the Lands that the boundaries of which are
approximately shown on the Site Plan;

“Phase 1A RV Sites” means RV Site numbers 1 to 41, as shown on the Site Plan;

“Phase 1B Area” means that portion of the Lands that the boundaries of which are
approximately shown on the Site Plan;

“Phase 1B RV Sites” means proposed RV Site numbers 43 to 60 to be located within the
Phase 1B Area;

“Phase 2 Area” means that portion of the Lands the boundaries of which are approximately
shown on the Site Plan;

“Phase 2 RV Sites” means the proposed 50 RV Sites to be located within the Phase 2 Area;

“Plan 10489 Lands” means those lands legally described as Parcel Identifier: 012-923-061
Lot 1 District Lot 7913 Kootenay District Plan 10489, as shown on the Site Plan;

“Plan 14156 Lands” means the lands legally described as Parcel Identifier: 010-241-493 Lot 1
District Lot 7913 Kootenay District Plan 14156;

“Property Taxes” means all taxes, levies, local area improvement charges, municipal utility
rates and similar charges, rates and levies imposed by the British Columbia Surveyor of Taxes or
other Governmental Authority having jurisdiction over the Lands in respect of the Lands;

“Province” means the Province of British Columbia;

“Purchase Agreement” means the agreement pursuant to which a purchaser acquires from the
Developer a Shared Interest, substantially in the form attached hereto as Exhibit G and as more
particularly described in subsection 7.2;

“Regional District” means the Regional District of East Kootenay in the Province;
“Rent Charge” has the meaning given to this term in subsection 4.4(1);

“Resort” means the Mountain Shadows Resort, as described in subsection 2.1;
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“Rules” means the rules of the Resort referred to in subsection 3.2, a copy of which is attached
as Schedule D to the Co-Ownership Agreement;

“RYV Sites” means the existing Phase 1A RV Sites and, as may be developed, the Phase 1B and
Phase 2 RV Sites, as described in subsection 2.1, and “RV Site” has the corresponding meaning;

“Shared Interest” means an interest in the Lands that consists of an undivided
1/124" fee-simple interest in the Lands and which comprises a shared interest in land under the
Act, and “Shared Interests” has a corresponding meaning. An Owner will own his, her or its
Shared Interest as a tenant-in-common with the other Owners registered on title to the Lands;

“shared interest in land” has the same meaning as given to this term under the Act;

“Site” means any one, and “Sites” means all, of the existing or proposed Sites described herein
as may be identified on the Site Plan, as amended from time to time, and includes, but is not
limited to the Manufactured Home Sites and the RV Sites;

“Site Plan” means the Site Plan attached hereto as Exhibit A;

“Society Act” means the Society Act (British Columbia) R.S.B.C. 1996 c.433, and the
Regulations thereto, as may be amended or replaced from time to time;

“Strata Property Act” means the Strata Property Act (British Columbia), S.B.C. 1998, c. 43, and
the Strata Property Act Regulations, as may be amended or replaced;

“Summer Season” means the period each year commencing on April 1 and ending on the day
following Canadian Thanksgiving;

“Superintendent” means the Superintendent of Real Estate for the Province;

“Tax Cost” means the total, without duplication, of all taxes, Property Taxes, trade licenses,
rates, levies, service fees and charges, duties and assessments levied or imposed on or in respect
of the Common Areas and Common Facilities, or the Lands, by any Governmental Authority;

“Transfer Election” has the meaning given to this term in subsection 2.1;
“Trust Agreement™ has the meaning given to this term in subsection 7.3(2);

“Visitor” means any person using and occupying the Site of an Owner or any of the Common
Areas and Common Facilities and who is not Immediate Family to the Owner or a Day Guest;
and

“Year” means a calendar year or such other twelve (12) month period as established by the
Owners’ Association.
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1.0
1.1

THE DEVELOPER

Corporate Information

Mountain Shadows Resort Ltd. (the “Developer”) is a company incorporated under the laws of
the Province on April 30, 1992 under incorporation number 408010.

1.2

Purpose

The Developer was not formed specifically for the purpose of developing the Lands. The
Developer has no other assets other than the Lands and Resort assets.

1.3

Registered and Records Office

The address of the registered and records offices for the Developer is:

1.4

c/o Gowling Lafleur Henderson LLP
Suite 2300, 550 Burrard Street
Vancouver, British Columbia V6C 2B5
Attention: Joel Camley

Directors

The names of the directors of the Developer required to sign this Disclosure Statement are Marty
Fletcher and Melody Hamilton.

1.5

(1)

@)

€)

Disclosure of Background and Conflicts of Interest for the Developer and the
Directors, Officers and Principal Holders

To the best of the knowledge of the Directors of the Developer, the Developer has no
prior experience in the real estate development industry. Marty Fletcher is a director of
the Developer and, to the best of the Developer’s knowledge, Marty Fletcher has
approximately 15 years of experience in the Alberta and Saskatchewan
residential/recreational land development industry.  Such developments include
remodelling of houses, condominium conversions, acreage developments and various
land acquisitions and re-zonings, including recreational vehicle park conversions.

Melody Hamilton is a director of the Developer and, to the best of the Developer’s
knowledge, Melody Hamilton has 25 years of experience in communications, project
management and strategic planning business.

To the best of the Developer’s knowledge, the Developer, or any principal holder,
director or officer of the Developer or principal holder, within the ten years before the
date of the Developer’s declaration attached to this Disclosure Statement, have not been
subject to any penalties or sanctions imposed by a court or regulatory authority, relating
to the sale, lease, promotion or management of real estate or securities, or to lending
money secured by a mortgage of land, or to arranging, administering or dealing in
mortgages of land, or to theft or fraud.
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(4) To the best of the Developer’s knowledge, the Developer, or any principal holder,
director or officer of the Developer or principal holder, within the five years before the
date of the Developer’s declaration attached to this Disclosure Statement, have not been
declared bankrupt or made a voluntary assignment in bankruptcy, made a proposal under
any legislation relating to bankruptcy or insolvency and have not been subject to or
instituted any proceedings, arrangement or compromise with creditors or had a receiver,
receiver-manager or trustee appointed to hold the assets of that person.

(5) To the best of the Developer’s knowledge, the directors and officers and principal holders
or any director or officer of the principal holders, within the five years prior to the date of
the Developer’s declaration attached to this Disclosure Statement, have not been a
director, officer or principal holder of any other developer that, while that person was
acting in that capacity, that other developer:

(a) was subject to any penalties or sanctions imposed by a court or regulatory
authority relating to the sale, lease, promotion or management of real estate or
securities, or to lending money secured by a mortgage of land, or to arranging,
administering or dealing in mortgages of land, or to theft or fraud; or

b) was declared bankrupt or made a voluntary assignment in bankruptcy, made a
proposal under any legislation relating to bankruptcy or insolvency or was subject
to or instituted any proceedings, arrangement or compromise with creditors or had
a receiver, receiver-manager or trustee appointed to hold its assets.

1.6 No Potential Conflicts

To the best of the Developer’s knowledge, there are no existing or potential conflicts of interest
among the Developer, any manager, director, officer or principal holder of the Developer or
manager, any directors and officers of the principal holders, and any person providing goods or
services to the Developer, manager or holders of the development units (Shared Interests) in
connection with the Resort which could reasonably be expected to affect a purchaser’s decision
to purchase a Shared Interest.

20 GENERAL DESCRIPTION
2.1 Gencral Description of the Resort

The Resort is a recreational vehicle and mobile home park located seven kilometres south of
Radium Hot Springs, British Columbia, on the east side of Highway 93/95. The entire area of
the Resort is approximately 8.89 hectares. As of the date of this Disclosure Statement, the Lands
consist of three separate legal parcels each having the following approximate area: the Plan
10489 Lands 1.76 hectares; the Parcel A Lands 6.56 hectares; and the Plan 14156 Lands
0.566 hectares. As of the date of this Disclosure Statement, the Plan 10489 Lands are zoned C-2
(Service Commercial). The Developer has applied to the Regional District to have the Plan
10489 Lands rezoned as RES-1 (Recreational Accommodation) and to consolidate the Plan
10489 Lands with the Parcel A Lands. As further described in subsection 7.2 of this Disclosure
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Statement, it is a condition of closing that the above-mentioned land consolidation occur, which
the Developer anticipates will occur by July 31, 2009.

The Resort is not a subdivision or development subject to the provisions of the Strata Property
Act. As such, the Shared Interests in the Lands are not governed by the Strata Property Act.

The Developer is offering to purchasers Shared Interests in the Lands. For example, one Shared
Interest will be expressed on the title to the Lands as: “Owner X as to a 1/124™ interest as a
tenant in common”.

The basis of a shared interest in land development is that the Developer transfers to a purchaser
one or more undivided fee simple interests, herein called a Shared Interest, in the Lands.
Concurrently with this transfer, a purchaser is also granted a licence to use a designated Site (the
“Owner’s Site”), pursuant to the terms of the Co-Ownership Agreement, a copy of which is
attached hereto as Exhibit D.

The Developer intends to develop and market the current and planned future RV Sites over two
phases, as further described next and in subsection 2.3. The Phase 1A Area and the Phase 1B
Area will together be the first phase.

(1)  Phase 1A Area

The Phase lA Area, which is the subject of this offering, consists of the existing
41 RV Sites and the House Site, as shown on the Site Plan. The Developer, under this
Disclosure Statement, is only offering for sale within the Phase 1A Area the 41 Phase 1A
RV Sites.

The Developer intends to sell, for its own account, the house located on the House Site,
following which the house will be removed from the Lands. Following the removal of
the house from the Lands, the Developer may redraw the boundaries of the House Site to
create up to three additional RV Sites out of existing House Site. Accordingly, while the
total number of Shared Interests in the Resort will not change, the number of Shared
Interests offered within the Phase 1A Area may increase from 41 to 44.

(2) Phase 1B Area

The Phase 1B Area, which , except for RV Site numbers 53 and 54, is also the subject of
this offering, is anticipated by the Developer to consist of 18 RV Sites. Proposed RV Site
numbers 53 and 54 will be offered by the Developer to the public after the Plan 10489
Lands have been rezoned, as described in subsection 2.1 and after the Developer has filed
an amendment to this Disclosure. The actual area of the Phase 1B RV Sites may vary
from the information set forth in the Site Plan following the final survey of the Phase 1B
RYV Site after their completion. The Developer estimates that the Phase 1B RV Sites will
be completed by September 2009.

V3235 \WAN_LAW\ 479280\6



3) Phase 2 Area

The Developer anticipates that there will be 50 RV Sites in the Phase 2 Area, provided
that if the Developer increases the number of sites by subdividing current Site 42, the
new sites will be deducted from the allocation of 50 sites to the Phase 2 Area.

The Developer’s estimate of the proposed number of RV Sites in the Phase 2 Area is an
estimate only.

The Developer may elect not to proceed with developing the Phase2 RV Sites or the
redevelopment of the Manufactured Home Sites, as further described in this subsection 2.1. The
Developer reserves the right to develop the subsequent phases in the order that it chooses.

The Developer is not currently offering Phase 2 RV Sites or the Manufactured Home Sites for
sale. The Phase 2 RV Sites and the Manufactured Home Sites will not be offered for sale unless
and until the Developer has filed an amendment to this Disclosure Statement setting out the
terms of such an offering.

In the event any of the RV Sites or Manufactured Home Sites are not marketed, the unsold
Shared Interests which represent such Sites will either be retained by the Developer or, at the
Developer’s election, to be made on or before January 1, 2012, the Developer may, at its own
cost, including but not limited to payment by the Developer of the British Columbia property
transfer tax, elect (the “Transfer Election™) to transfer to the Owners’ Association for
consideration of $1.00, all or less than all, of the unsold Shared Interests pursuant to the terms set
out in the Co-Ownership Agreement. Immediately following any such transfer, the subsequent
costs associated with the transferred Shared Interests shall be for the account of the Owners’
Association.

The Developer reserves the right to configure and reconfigure the Phase 1B RV Sites, Phase 2
RV Sites, Manufactured Home Sites, the Common Facilities and the Common Areas associated
with the Phase 1B RV Sites, the Phase 2 RV Sites and the Manufactured Home Sites relative to
Common Areas, Common Facilities and other Sites in the Phase 1A Area. The size of the
Phase 1A RV Sites and the location of the Phase 1A RV Sites are not expected to change.

The Resort will consist of the ownership, use and occupation of the Lands in accordance with the
terms of the agreements made between the Developer and each purchaser of a Shared Interest, as
described therein. Such agreements shall include:

(a) the Purchase Agreement used to acquire a Shared Interest, substantially in the
form attached hereto as Exhibit G; and

(b)  the Co-Ownership Agreement, to which the Owners® Association shall also be
made a party, substantially in the form attached hereto as Exhibit D.

The Lands, the existing buildings and improvements therein and thereon, the layout of the Resort

and the dimensions of the Phase 1A RV Sites, proposed Phase 1B RV Sites and location of the
Common Areas are as approximately shown on the Site Plan attached hereto as Exhibit A.
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