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You are being sued. You are a defendant.
Go to the end of this document to see what you can do and when you must do it.
Note: State below only facts and not evidence (Rule 13.6)
Statement of facts relied on:
The Parties

The Plaintiffs and the Class

1.

The Plaintiff Hari Harnam is a resident of Surrey, British Columbia. Mr. Harnam invested in a
Calgary-based real estate investment scheme called Glenmore & Centre (the Glenmore
Investment) through the purchase of limited partnership units (the Units) in an Alberta limited
partnership called Glenmore & Centre Retail Limited Partnership (the Glenmore Partnership).

2
Mr. Harnam also invested in the Glenmore Investment through the purchase of bonds (the Bonds)
in Glenmore & Centre Registered Capital Ltd. (Glenmore Capital) and Class B, non-voting
shares (the Shares) in Glenmore & Centre Registered Investments Ltd. (Glenmore Registered
Investments). In total, Mr. Harnam invested approximately $600,000 in the Glenmore
Investment.
2.

The Plaintiff Gary Guidry (together with Mr. Harnam, the Representative Plaintiffs) is a
resident of Calgary, Alberta. Mr. Guidry invested in the Glenmore Investment through the
purchase of 12 Units in the Glenmore Partnership. In total, MR. Guidry invested approximately
$300,000 in the Glenmore Investment.

3.

The Representative Plaintiffs bring the claim on behalf of themselves and the class of all other
investors in the Glenmore Investment (the Class).
The Platinum Defendants

4.

At all relevant times, the Defendants Shariff Chandran and Chitra Chandran (together, the
Chandrans) have been the principals and directing minds of the Platinum group of companies
described below in paragraphs A 6 to 11. The Chandrans are both residents of Calgary, Alberta.

5.

The Defendant Philip C. Pincus is a business partner of the Chandrans who was significantly
involved in the Glenmore Investment. Mr. Pincus is a resident of Vancouver, British Columbia
(the Chandrans and Mr. Pincus are together the Platinum Principals).

6.

The Defendant Platinum Equities Inc. (Platinum Equities) is a company existing under the laws
of Alberta with a registered office in Calgary, Alberta. At all relevant times, Mr. Chandran has
been the sole director and the controlling voting shareholder of Platinum Equities. At all relevant
times, Ms. Chandran and Mr. Pincus have been senior officers of Platinum Equities.

7.

The Defendant Glenmore Registered Investments is a company existing under the laws of Alberta
with a registered office in Calgary, Alberta. At all relevant times, the Chandrans have been the
only directors and officers of Glenmore Registered Investments. At all relevant times, Platinum
Equities has been the sole voting shareholder and promoter of Glenmore Registered Investments.

8.

The Defendant Glenmore Capital is a company existing under the laws of Alberta with a
registered office in Calgary, Alberta. At all relevant times, the Chandrans have been the only
directors and officers of Glenmore Capital. At all relevant times, Platinum Equities has been a
principal voting shareholder and the sole promoter of Glenmore Capital. Eyelogic Systems Inc.
(Eyelogic), is also a voting shareholder of the company; however, pursuant to an administrative
agreement between Glenmore Capital and Eyelogic made as of October 1, 2008, Eyelogic's
control and interest in Glenmore Capital is limited to earning administration fees, and its powers
as a voting shareholder are limited.

9.

The Defendant Accretive Asset Management Corp. (Accretive) is a company existing under the
laws of Alberta with a registered office in Calgary, Alberta. At all relevant times, the Chandrans
have been the only directors, officers and voting shareholders of Accretive.

10.

The Defendant Glenmore & Centre Retail GP Ltd. (the Glemnore General Partner) is a
company existing under the laws of Alberta with a registered office in Calgary, Alberta. At all
relevant times, the Platinum Principals have been the only directors and officers of the Glenmore
General Partner. At all relevant times, Accretive has been the sole voting shareholder of the
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Glenmore General Partner. At all relevant times, the Glenmore General Partner has been the sole
general partner of the Glenmore Partnership. The Chandrans are currently the only directors and
officers of the Glenmore General Partner.
11.

The Defendant Accolade Equities Inc. (Accolade) is a company existing under the laws of British
Columbia with a registered office in Vancouver, British Columbia. At all relevant times, Mr.
Chandran has been the only director and the President of Accolade.

12.

Collectively, Platinum Equities, Glenmore Registered Investments, Glenmore Capital, Accretive .,
A the Glenmore General Partner and Accolade are defined as the "Platinum Group", and with
the Platinum Principals the "Platinum Defendants".

13.

At all relevant times, the Platinum Principals have used the corporate structures of the Platinum
Group as cloaks, shams or alter egos for the purpose of and to facilitate performing wrongful,
unlawful and improper acts that have caused the Represeniative Plaintiffs harm, as particularized
herein. Most, if not all, of the members of the Platinum Group were established by the Platinum
Principals for the sole purpose of enabling and facilitating the Glenmore Investment and their
wrongful conduct associated with this investment. The Platinum Principals have moved and
comingled funds relating to the Glenmore Investment, including funds rightfully belonging to the
Representative Plaintiffs, between various members of the Platinum Group, and other entities
controlled by them.

14.

At all relevant times, the entities in the Platinum Group have been completely dominated and
controlled by the Platinum Principals and used as shields for their unlawful and improper conduct
particularized herein.

15.

In these circumstances it would be flagrantly unjust to fail to hold all of the Platinum Defendants
liable for wrongful acts committed by any of the Platinum Defendants. The conduct of one
Platinum Defendant should be considered the conduct of all of the Platinum Defendants.
The Strategic Defendants

16.

At all relevant times, the Defendant Riaz Mamdani has been the principal and directing mind of
the Strategic group of entities described below in paragraphs A 17 to 19.

17.

The Defendant Strategic Financial Corp. (Strategic Financial) is a company existing under the
laws of Alberta with a registered office in Calgary, Alberta. At all relevant times, Mr. Mamdani
has been the sole director of Strategic Financial. At all relevant times, a trust called the Mamdani
Family Trust II, which is controlled by Mr. Mamdani, has been the sole voting shareholder of
Strategic Financial.

18.

The Defendant Strategic Equity Corp. (Strategic Equity) is a company existing under the laws of
Alberta with a registered office in Calgary, Alberta. At all relevant times, Mr. Mamdani has been
the sole director of Strategic Equity. At all relevant times, a trust called the Mamdani Family
Trust, which is controlled by Mr. Mamdani, has been the sole voting shareholder of Strategic
Equity.

19.

The Defendant Glenmore & Centre Ltd. (G&CL) is a company existing under the laws of
Alberta with a registered office in Calgary, Alberta. At all relevant times, Mr. Mamdani has been
the sole director and voting shareholder of G&CL. At all relevant times, G&CL has been the sole
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general partner of an Alberta limited partnership called Glenmore & Centre Limited Partnership
(G&CLP).
20.

Collectively, Strategic Financial, Strategic Equity and G&CL are the defined as the "Strategic
Group", and with Mr. Mamdani the "Strategic Defendants".

21.

At all relevant times, Mr. Mamdani has used the corporate structures of the Strategic Group as
cloaks, shams or alter egos for the purpose of and to facilitate performing wrongful, unlawful and
improper acts that have caused the Representative Plaintiffs harm, as particularized herein. Mr.
Mamdani has moved and comingled funds relating to the Glenmore Investment, including funds
rightfully belonging to the Representative Plaintiffs, between various members of the Strategic
Group, and other entities controlled by him, including but not limited to the Mamdani Family
Trust and the Mamdani Family Trust II.

22.

At all relevant times, the entities in the Strategic Group have been completely dominated and
controlled by Mr. Mamdani and used as shields for his unlawful and improper conduct
particularized herein.

23.

In these circumstances it would be flagrantly unjust to fail to hold all of the Strategic Defendants
liable for wrongful acts committed by any of the Strategic Defendants. The conduct of one
Strategic Defendant should be considered the conduct of all of the Strategic Defendants.

History of the Relationship Between the Platinum Principals and Mr. Mamdani
24.

At all relevant times, the Platinum Principals and Mr. Mamdani were close and long-term
business partners in the real estate business in Alberta.

25.

As the principals and directing minds of numerous corporate entities, including the Platinum
Group and the Strategic Group, the Platinum Principals and Mr. Mamdani have together
conceived of, structured and administered more than 20 real estate investment schemes, including
the Glenmore Investment. These investments, including the Glenmore Investment, have
generally shared the following characteristics, among others:
(a)

they have involved the purchase of commercial real estate or land in Alberta by an entity
controlled by one or more of the Platinum Principals from an entity controlled by Mr.
Mamdani;

(b)

funds raised through third-party investors, such as the Representative Plaintiffs, have
been used to pay a portion of the purchase price for the commercial real estate or land
purchased from Mr. Mamdani;

(c)

an entity controlled by Mr. Mamdani has placed one or more vendor take back wraparound mortgages on the commercial real estate or land purchased by the entity
controlled by the Platinum Principals, and the funds raised in connection with these
mortgages have been purportedly used to pay the remainder of the purchase price;

(d)

the purchase price paid to Mr. Mamdani by the Platinum Principals for the commercial
real estate or land has been significantly higher than the true fair market value of the
property and the purchase price that the entity controlled by Mr. Mamdani paid for the
property;

5
(e)

the mortgages placed on the commercial real estate or land exceeded the true fair market
value of the property at the time of purchase;

(f)

the entity controlled by the Platinum Principals that purchased the real estate or land has
no material assets or sources of revenue other than the purchased property;

(g)

one or more entities controlled by the Platinum Principals received a large "syndication
fee" paid out of the funds invested by third-party investors at the closing of the
transaction; and

(h)

despite selling the commercial real estate or land to the entity controlled by the Platinum
Principals, Mr. Mamdani has maintained virtually complete control and power over the
business, operations and management of the property.

26.

Mr. Mamdani previously engaged in very similar real estate investment schemes with an
organization called Concrete Equities Inc. ("Concrete Equities"). The principals of Concrete
Equities were co-founders of Platinum Equities. In November 2011, the Alberta Securities
Commission found the principals of Concrete Equities guilty of numerous violations of Alberta
securities laws in connection with these real estate investment schemes.

27.

The Platinum Principals and Mr. Mamdani modelled their various real estate investment schemes,
including the Glenmore Investment, after the Concrete Equities investment schemes.

History of the Glenmore Investment Property
28.

The property at issue in this action consists of lands and buildings legally described as Plan
5444W, Block L, Lot 4 and municipally described as 6624 and 6626 Centre Street S.E., Calgary,
Alberta (the Property). The Property is a developed strip mall with a number of tenants.

29.

On or about April 25, 2007, Mr. Mamdani caused G&CL to purchase the Property from 758355
Alberta Ltd. for a purchase price of $6 million. In connection with this transaction, Mr. Mamdani
swore an affidavit stating that he knew the Property and, in his opinion, its fair market value was
$6 million.

30.

On or about May 16, 2007, Mr. Mamdani caused G&CL. to obtain a mortgage on the Property
from Computershare Trust Company of Canada in the original principal sum of $10.5 million.

31.

The City of Calgary has performed annual assessments of the value of the Property. Since 2007
the assessed value of the Property has been as follows:
(a)

$7,890,000 in 2007;

(b)

$12,610,000 in 2008;

(c)

$15,740,000 in 2009;

(d)

$13,210,000 in 2010;

(e)

$11,990,000 in 2011; and

(f)

$12,970,000 in 2012.
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Investing in the Glenmore Investment

32.

The Platinum Principals and Mr. Mamdani set up the Glenmore Investment so that third-party
investors could invest in the following three ways:
(a)

investors could purchase one or more Units in the Glenmore Partnership and become
limited partners of that partnership. There were up to 280 Units available for purchase at
a price of $25,000 per Unit;

(b)

investors could purchase one or more Shares in Glenmore Registered Investments. There
were up to 50,000 Shares available for purchase at a price of $0.10 per Share. The
minimum subscription amount was 250 Shares or $25.00; or

(c)

investors could purchase Bonds of Glenmore Capital. There were up to 50,000 Bonds
available for purchase at a price of $100 per Bond. The minimum subscription amount
was 250 Bonds or $25,000.

33.

The terms of investors' rights and obligations as limited partners of the Glenmore Partnership are
set out in a Limited Partnership Agreement dated September 17, 2008 (the LPA). Among other
things, the LPA provides that the Glenmore General Partner has a duty to exercise its powers and
discharge its duties as general partner of the Glenmore Partnership honestly, in good faith and in
the best interests of the limited partners. The LPA also provides that the Glenmore General
Partner has a duty to exercise the degree of care, diligence and skill that a reasonably prudent
person providing services of a similar nature would exercise in comparable circumstances.

34.

Glenmore Capital was to use the funds raised through the sale of the Bonds to advance a loan to
Glenmore Registered Investments. In turn, Glenmore Registered Investments was to use the loan
from Glenmore Capital, together with the proceeds from the sale of the Shares, to purchase Units
in the Glenmore Partnership. Investments made through Glenmore Capital and Glenmore
Registered Investments were purportedly RRSP eligible.

35.

Investors in the Glenmore Investment were to obtain a return on their investment through
quarterly distributions of revenues generated by the Glenmore Partnership from the Property and
from the ultimate re-sale of the Property at some point in the future.

36.

All members of the Class invested in the Glenmore Investment in one or more of the three ways
described in paragraph A 32 above. A Investors made their investments through Subscription
Agreements prepared by the Platinum Defendants (the Subscription Agreements).

37.

Together, the Representative Plaintiffs and the members of the Class invested a total of
approximately $5.7 million in the Glenmore Investment (the Investor Funds).

The Glenmore Investment Offering Memoranda

38.

The Glenmore Investment constituted a distribution of a security under Canadian securities laws
and was therefore subject to the applicable prospectus requirements and exemption rules under
such securities laws. Among other things, investors in the Glenmore Investment who did not
qualify as "accredited investors" under securities laws were required to be provided with a copy
of the offering memoranda prepared for the Glenmore Investment.

7
39.

40.

The Platinum Principals had at least the following offering memoranda prepared and filed in
connection with the Glenmore Investment:
(a)

an Offering Memorandum for Non-Qualifying Issuers issued by the Glenmore
Partnership dated September 25, 2008 (the Partnership OM). Mr. Pincus and Ms.
Chandran signed the certification in the Partnership OM that the document does not
contain a misrepresentation;

(b)

an Amended and Restated Confidential Offering Memorandum issued by Glenmore
Registered Investments dated June 15, 2009 (the Glenmore Registered Investments
OM); and

(c)

an Amended and Restated Confidential Offering Memorandum issued by Glenmore
Capital dated June 15, 2009 (the Glenmore Capital OM, and together with the
Partnership OM and the Glenmore Registered Investments OM, the Offering
Memoranda).

The Offering Memoranda purport to set out the material facts and risks relating to the Glenmore
Investment. A Mr. Harnam did not qualify as an "accredited investor" under Alberta securities
laws in connection with his investment in the Glenmore Investment. The Platinum Defendants
wrongfully characterized Mr. Harnam and other non-accredited Investors as "accredited
investors" in the Subscription Agreements and other documentation they prepared in connection
with the Glenmore Investment.

The Platinum Principals' Purchase of the Property from Mr. Mamdani
41.

On or about September 22, 2008, little more than a year after Mr. Mamdani purchased the
Property for only $6 million, the Platinum Principals and Mr. Mamdani caused the Glenmore
General Partner (on behalf of the Glenmore Partnership) and G&CL, respectively, to enter into an
agreement (the Purchase Agreement) pursuant to which the Glenmore General Partner agreed to
purchase the Property from G&CL (the Purchase Transaction) for a purchase price of $21.8
million (the Purchase Price). This represented an approximately 263% increase over the amount
that Mr. Mamdani paid for the property in April 2007.

42.

The closing of the Purchase Transaction was delayed for some time and the deal eventually
closed on or about March 1, 2011.

43.

The Purchase Price that the Platinum Principals caused the Glenmore General Partner to pay for
the Property was approximately $10 million higher than the true fair market value of the Property
at the time of the purchase. At all relevant times, the Platinum Principals and Mr. Mamdani knew
and agreed that the Purchase Price significantly exceeded the real fair market value of the
Property.

44.

The Platinum Principals did not obtain or perform any valuation on the Property in connection
with the Purchase Transaction.

45.

Approximately $5.5 million of the Investor Funds were transferred to Mr. Mamdani and/or one or
more of the entities in the Strategic Group as purported partial payment of the Purchase Price.

46.

The Platinum Defendants invested none of their own funds in the Glenmore Investment and none
of their funds were used to pay any portion of the Purchase Price.
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47.

As part of the Purchase Transaction, the Platinum Principals caused the Glenmore General
Partner, on behalf of the Glenmore Partnership, to agree to certain take-back financing with Mr.
Mamdani pursuant to which the Glenmore General Partner granted the following two vendor take
back wrap-around mortgages in favour of G&CL's nominee, Strategic Financial:
(a)

a mortgage in the original principal sum of $15.5 million dated March 1, 2011 (the
Second Mortgage); and

(b)

a mortgage in the original principal sum of $642,965.07 dated March 1, 2011 (the Third
Mortgage).

48.

Both the Second Mortgage and the Third Mortgage have been registered against title to the
Property.

49.

The funds raised through the take-back financing were purportedly used to pay the remainder of
the Purchase Price.

50.

The Platinum Principals and Mr. Mamdani devised and structured the Purchase Transaction and
the related take-back financing so that the Property was encumbered with mortgages that were for
an amount above the true fair market value of the Property at the relevant time. The intention
was and the effect is that, so long as the Second Mortgage and the Third Mortgage remain in
force, the investors in the Glenmore Investment cannot recover any portion of their investment by
selling the Property as the amount of the mortgages exceeds the true value of the Property.

51.

The Platinum Principals and Mr. Mamdani knew that the Glenmore Partnership did not have the
funds to pay the obligations under the Second Mortgage and the Third Mortgage when they
caused the entities that they controlled to enter into these mortgages.

52.

The Platinum Principals and Mr. Mamdani devised and structured the Purchase Transaction so
that, although the Glenmore General Partner purportedly purchased the Property from G&CL for
$21.8 million, the Strategic Defendants retained legal title and virtually complete control over the
management, operations and administration of the Property. In particular, among other things:
(a)

despite purportedly paying $21.8 million for the Property, the Glenmore General Partner
or the Glenmore Partnership did not obtain legal title to the Property. Rather, title
remained with the Strategic Defendants pursuant to a Declaration of Bare Trust and
Nominee Agreement dated March 1, 2011 (the Bare Trust); and

(b)

although Mr. Mamdani/G&CL purportedly sold the Property to the Glenmore General
Partner on behalf of the Glenmore Partnership, the Strategic Defendants have maintained
virtually complete control over the management, operations and administration of the
Property, and the information related thereto, pursuant to a Head Lease Agreement with
the Glenmore Partnership dated October 1, 2008 (the Head Lease). Pursuant to the Head
Lease, the Strategic Defendants, and, in particular, Strategic Equity, and not the Platinum
Defendants, negotiate and enter into all leases with tenants and collect all rental revenue.
The Purchase Transaction has been structured so that all amounts owing under the
Second Mortgage immediately become due should the Head Lease be terminated. The
Defendants have used the Head Lease to prevent the Representative Plaintiffs and other
investors from obtaining meaningful information regarding the status of the Glenmore
Investment or the Property.
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53.

Shortly following the completion of the Purchase Transaction, the Platinum Principals caused the
Glenmore General Partner and Glenmore Partnership to enter into a Head Lease Amending
Agreement dated October 24, 2011 (the Amending Agreement), pursuant to which all rental
revenue generated at the Property and otherwise owing to the Glenmore Partnership would be
used to pay the Second Mortgage and the Third Mortgage until the Third Mortgage has been paid
in full. As a result of the Amending Agreement, the Glenmore Partnership has had no source of
income since at least October 2011.

54.

The Platinum Principals and Mr. Mamdani have therefore arranged the Purchase Transaction so
that, despite purportedly paying $21.8 million for the property, including at least $5.5 million of
Investor Funds, the Strategic Defendants have maintained title, complete operational and
informational control and entitlement to all rental revenue generated at the Property.

55.

The Glenmore General Partner paid itself a "syndication fee" of approximately $200,000 out of
Investor Funds at the closing of the Purchase Transaction. These funds have been moved out of
accounts of the Glenmore General Partner and commingled with funds held by one or more of the
other Platinum Defendants.

56.

Since approximately 2008, the Platinum Principals have caused the Glenmore General Partner to
repeatedly transfer funds in the accounts of the Glenmore Partnership to related parties, including
one or more of the Platinum Defendants.

57.

The Glenmore Partnership currently has no material assets other than the Property.

The Defendants' Conspiracy

58.

The Platinum Defendants and the Strategic Defendants intentionally and unlawfully conspired to,
among other things, cause the Representative Plaintiffs and other investors to invest the Investor
Funds in the Glenmore Investment and then surreptitiously use the structure of the Purchase
Transaction to wrongfully take and use the Investor Funds for their personal benefit.

59.

In particular, the Platinum Defendants and Strategic Defendants entered into an agreement,
arrangement or joint plan, formed a common intention, or otherwise acted together in a planned
and concerted manner for the purpose of, among other things, setting up the Glenmore
Investment, causing third-party investors, including the Representative Plaintiffs, to invest the
Investor Funds and then wrongfully taking such Investor Funds for their personal use and benefit
using the structure of the Glenmore Investment and the .Purchase Transaction, including the
Purchase Agreement (and the Purchase Price), the Second Mortgage, the Third Mortgage, the
Head Lease, the Bare Trust, the Amending Agreement, the LPA and the Subscription Agreements
(collectively, the Glenmore Agreements).

60.

The Strategic Defendants and Platinum Defendants agreed to engage in unlawful acts directed
towards the Representative Plaintiffs and other investors in order to further their conspiracy.
They in fact committed a number of such unlawful acts. In particular, among other things:
(a)

the Platinum Defendants breached the LPA, as particularized at paragraphs A 71 to 73
below;

(b)

the Platinum Defendants made misrepresentations in the Offering Memoranda, as
particularized at paragraphs A 74 to 75 below;
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61.

(c)

the Platinum Defendants knowingly made false statements to investors in the Glenmore
Investment in order to hide their unlawful conspiracy with the Strategic Defendants;

(d)

the Strategic Defendants breached their obligations under the Head Lease to pay all rents
and other sums required to be paid to the Glenmore Partnership without any deduction,
abatement or set-off;

(e)

the Strategic Defendants breached their obligations under the Head Lease and the
Amending Agreement to provide information on the Property to the Glenmore
Partnership in order to hide their unlawful conspiracy with the Strategic Defendants in
connection with the Property;

(0

the Strategic Defendants breached their duties of good faith owed to the Glenmore
Partnership under the Bare Trust by putting their interests and the interests of the
Platinum Defendants in connection with the Property ahead of the interests of the
Glenmore Partnership; and

(g)

the Strategic Defendants breached their duty to hold title to the Property for the sole
benefit of the Glenmore Partnership under the Bare Trust by predominantly acting for
their benefit or the benefit of the Platinum Defendants in their conduct in connection with
the Property.

In addition to the unlawful conduct set out in the previous paragraph, the Defendants performed a
number of other acts in execution of their conspiracy. In particular, among other things, they:
(a)

promoted the Glenmore Investment to third parties and/or retained investment dealers to
promote the Glenmore Investment to third parties, including the Representative Plaintiffs
and the members of the Class;

(b)

caused third parties, including the Representative Plaintiffs and the members of the Class,
to invest significant funds in the Glenmore Investnient;

(c)

agreed on a purchase price for the Property that they knew was millions of dollars above
the true fair market value of the Property at the time;

(d)

entered into various agreements in connection with the Purchase Transaction;

(e)

registered the Second Mortgage and Third Mortgage on title of the Property;

(f)

transferred Investor Funds to the Strategic Defendants; and

(g)

retained all of the rent revenues generated by the Property for their own personal benefit
rather than transferring such revenues to the Glenmore Partnership and distributing them
to investors.

62.

The Defendants knew or ought to have known that injury to the Representative Plaintiffs was
likely to result from their unlawful conduct.

63.

The Representative Plaintiffs in fact suffered substantial. harm as a result of the various acts
undertaken by the Defendants in furtherance of their unlawful conspiracy.
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64.

The Platinum Defendants and the Strategic Defendants' conspiracy set out above forms part of a
larger conspiracy between the Platinum Principals and Mr. Mamdani in connection with
numerous other Alberta-based real estate investment schemes.

The Defendants' Unjust Enrichment
65.

The Defendants were unjustly enriched as a result of their conduct described herein. In
particular:
Lai

the Defendants were enriched through their receipt and use of the Investor Funds
provided by the Representative Plaintiffs and other investors in connection with the
Glenmore Investment;

(b)

the Representative Plaintiffs and the other investors suffered a corresponding deprivation
in the amount of such Investor Funds; and
there was no juristic reason for the Defendants' enrichment as the Glenmore Investment
and the Purchase Transaction, and the related Glenmore Agreements, were not bona fide
and were entered into with the intent to facilitate and cover up the Defendants'
misconduct described herein and to defeat the Representative Plaintiffs' A and other
investors' rightful claims to such Investor Funds.

The Platinum Defendants' Negligence
66.

In the alternative to the conspiracy and unjust enrichment claims set out above, the
Representative Plaintiffs plead^ that the Platinum Defendants acted negligently in connection
with their management of the Glenmore Investment and the Glenmore Partnership.

67.

In particular, as the general partner of the Glenmore Partnership, Glenmore General Partner owed
the Glenmore Partnership and all limited partners, including the Representative Plaintiffs, a duty
of care.

68.

As the principals and directing minds of the Glenmore General Partner, who directly and solely
controlled all aspects of Glenmore General Partner's operations and business, including with
respect to its interactions with the limited partners of the Glenmore Partnership and with the
various other Defendants, the Platinum Principals also owed all limited partners, including the
Representative Plaintiffs, a duty of care.

69.

The Glenmore General Partner and the Platinum Principals breached the duty of care that they
owed to the Representative Plaintiffs by, among other things:
(a)

failing to perform or obtain a proper independent valuation for the Property prior to
agreeing on the Purchase Price and entering into the Purchase Agreement;

(b)

agreeing to pay the Purchase Price for the Property when it was significantly higher than
the true fair market value for the Property at the time;

(c)

providing the Strategic Defendants with virtually unfettered control over the Property and
the management of the operations and business at the Property;
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(d)

failing to adequately monitor the Strategic Defendants' management of the operations and
business at the Property;

(e)

failing to obtain all necessary documentation from the Strategic Defendants regarding the
Property;

(f)

permitting the Second Mortgage and Third Mortgage to be placed on the Property on the
terms that they were, or at all;

(g)

entering into the Purchase Agreement, the Bare Trust, the Head Lease and the Amending
Agreement on the terms that they did, or at all;

(h)

failing to adequately manage the Glenmore Partnership and its business and finances; and

(i)

failing to create and maintain adequate financial and operational records and controls
relating to the Glenmore Partnership and the Property.

The Glenmore General Partner and the Platinum Principals' breaches of their duty of care owed to
the Representative Plaintiffs caused the Representative Plaintiffs to suffer significant harm.

The Platinum Defendants' Breach of Contract
71.

The Platinum Principals caused the Glenmore General Partner to breach the terms of the LPA
with the limited partners of the Glenmore Partnership, including the Representative Plaintiffs. In
particular, the LPA provides that the Glenmore General Partner has an obligation to:
(a)

carry out any and all acts necessary, appropriate or incidental to the business of the
Glenmore Partnership in a prudent and reasonable manner;

(b)

diligently enforce all obligations owing to the Glenmore Partnership on behalf of each
limited partner;

(c)

exercise the powers and discharge the duties of the office of general partner honestly, in
good faith and in the best interests of the limited partners of the Glenmore Partnership;
and

(d)

exercise the degree of care, diligence and skill that a reasonably prudent person providing
services of a similar nature would exercise in comparable circumstances.

72.

The Platinum Principals caused the Glenmore General Partner to breach the above requirements
of the LPA by causing it to engage in the misconduct particularized herein.

73.

The Representative Plaintiffs were A harmed by the Glenmore General Partner's breaches of the
LPA.

Statutory Claim for Misrepresentation under Section 204 of the Alberta Securities Act
74.

The Offering Memoranda prepared by the Platinum Principals contain a number of
misrepresentations. Mr. Harnam A purchased securities offered by the Offering Memoranda.
Mr. Harnam pleads, on behalf of himself and all other non-accredited investors in the Glenmore
Investment, a statutory right of action for damages against the Platinum Principals, Glenmore
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Registered Investments, Glenmore Capital and the Glenmore General Partner pursuant to section
204(1) of the Alberta Securities Act, R.S.A. 2000 c. S-4 (the Securities Act).
75.

In particular, the Offering Memoranda contain at least the following misrepresentations:
(a)

they state that the Glenmore Partnership agreed to purchase the Property from G&CLP
for the Purchase Price, and fail or omit to state that the true fair market value of the
Property was much lower than the Purchase Price, thereby making this statement untrue
and misleading;

(b)

they state that $15.5 million of the Purchase Price will be financed by the Second
Mortgage, and fail or omit to state that the amount of the Second Mortgage exceeded the
true fair market value of the Property, thereby making this statement untrue and
misleading; and

(c)

they falsely state that:

the Glenmore Investment was "secured" by commercial real estate;

SID

the Glenmore Investment provided "secure distributions";

iii

the Glenmore Investment "leveraged rinvestors'l cash into a secure steady stream
of income that's protected by a head lease";

iv

the Glenmore Investment provided "secured quarterly returns", "secured
quarterly distributions" and "secured cash flow";

y)

the principal business of the Glenmore Partnership is to participate in the
development and management of the Property;

(vi)

the long term objectives of the Glenmore Partnership are to generate stable and
superior yields to investors from the effective management and operation of the
Property and to develop the Property in order to increase revenue; and

(vii)

the Glenmore General Partner will work with the property manager appointed
under the Head Lease to improve operating efficiencies, the quality of the tenant
portfolio and to maintain and develop the Property.

None of the Platinum Defendants have had any material involvement in the development
or management of the Property or have made any attempt to generate stable and superior
yields to investors or develop the Property in order to increase revenue.
The Statute of Elizabeth Applies to the Purchase Transaction

76.

The Purchase Transaction, including the conveyance of the Investor Funds to the Defendants and
any conveyance of the Investor Funds between the Defendants, should be set aside pursuant to the
Statute of Elizabeth. In particular, among other things:
(a)

there were one or more conveyances of real or personal property, namely the Investor
Funds, as part of the Purchase Transaction;
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(b)

(c)

there was no or nominal consideration for these conveyances as the Second Mortgage and
Third Mortgage exceeded the true fair market value of the Property at the time of sale and
the Investor Funds constituted an overpayment for the Property based on the Purchase
Price established by the Defendants;
the Defendants arranged and conducted the conveyances in order to delay or hinder the
Representative Plaintiffs and other investors in the Glenmore Investment from recovering

the Investor Funds by placing these funds beyond their reach;
(d)

as set out herein, the Representative Plaintiffs have A a legal and equitable right to claim
against the Defendants for their misconduct; and

(e)

the conveyances of the Investor Funds have had the intended effect of delaying or
hindering the Representative Plaintiffs and other investors in the Glenmore Investment.

The Glenmore Agreements are Void for Illegality and Being Contrary to Public Policy
77.

The Glenmore Agreements relating to the Purchase Transaction and the Glenmore Investment are
unenforceable and void for illegality and for being contrary to public policy. In particular, among
other things:
(a)
(b)

the Defendants prepared and entered into the Glenmore Agreements for the unlawful and
improper purposes described herein;
the Glenmore Agreements are contrary to Alberta laws, including but not limited to the
Securities Act and the Statute of Elizabeth; and

(c)

if the Glenmore Agreements are not rendered void and unenforceable the Defendants will
be permitted to enjoy an unjustified windfall to the detriment of the Representative
Plaintiffs and other investors.

Harm Suffered by the Representative Plaintiffs and Class as a Result of the Defendants'
Misconduct
78.

As a result of the Defendants' misconduct, the Representative Plaintiffs and each member of the
Class have A suffered at least the following harm:
(a)

the loss of the quantum of their initial investment in the Glenmore Investment; and

(b)

the lost opportunity of investing the funds invested in the Glenmore Investment in
another legitimate investment.

Disgorgement and Constructive Trust
79.

As a result of their misconduct described herein, the Defendants have become subject to an
equitable obligation in relation to all revenue that they generated or obtained as a result of such
misconduct, including their use of the Investor Funds. Pursuant to this equitable obligation, all
such revenue should be disgorged or made subject to a constructive trust in favour of the
Representative Plaintiffs and the Class. In particular, among other things:
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(a)

the Defendants would not have generated or obtained such revenue but for their
misconduct described herein;

(b)

an equitable remedy against the Defendants is appropriate in the circumstances given
their unjust enrichment and the very serious nature of their misconduct described herein
in order to ensure that the Defendants do not profit from their wrongful acts and to deter
others like the Defendants from engaging in similar misconduct; and

(c)

there is nothing that would render the imposition of an equitable remedy against the
Defendants unjust or improper in the circumstances.

Punitive Damages

80.

The Defendants' misconduct as particularized herein was harsh, high-handed, malicious and
oppressive, and warrants an award of punitive or exemplary damages.

81.

The Representative Plaintiffs plead^ and rely ^ on the provisions of the Class Proceedings Act,
S.A. 2003, c. C-16.5, the Securities Act and the Statute of Elizabeth.

82.

The Representative Plaintiffs propose^ that the trial of this action take place at Calgary,
Alberta, and state^ that in their A opinion the trial will not likely take more than 25 days.

Remedy sought:

83.

The Representative Plaintiffs claim^ on their A own behalf and on behalf of the members of the
proposed Class:
(a)

as against the Defendants:
(i)

an order certifying this action as a class proceeding and appointing the
Representative Plaintiffs as the representatives of the Class;

(ii)

judgment for damages for conspiracy, unjust enrichment, breach of contract
and/or misrepresentation under section 204 of the Securities Act in the sum of
$9,000,000, or such other amount to be proven at the trial of this action;

(iii)

a tracing, accounting and disgorgement of, or, in the alternative, a constructive
trust over, all revenue that the Defendants obtained as a result of or in any way
attributable to their use of the Investor Funds;

(iv)

a declaration that the Glenmore Agreements and the Purchase Transaction are
void, unenforceable and/or set aside;

(v)

punitive damages in the amount of $900,000;

(vi)

interest pursuant to the Judgment Interest Act, R.S.A. 2000, c. J-1, as amended;

(vii)

costs of this action on a solicitor-and-own-client basis; and

(viii)

such further and other relief as this Honorable Court may deem fit and
appropriate; and
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(b)

in the alternative to the judgment for damages sought against the Defendants at paragraph
83(a)(ii) above, as against the Platinum Defendants:

A

(i) judgment for damages for negligence, breach of contract and misrepresentation
under section 204 of the Securities Act in the sum of $9,000,000, or such other
amount to be proven at the trial of this action.

NOTICE TO THE DEFENDANTS:

You only have a short time to do something to defend yourself against this claim:
20 days if you are served in Alberta
1 month if you are served outside Alberta but in Canada
2 months if you are served outside Canada.
You can respond by filing a Statement of Defence or Demand for Notice in the office of the Clerk
of the Court of Queen's Bench at Calgary, Alberta, AND serving your Statement of Defence or
Demand for Notice on the Plaintiffs' address for service.

WARNING

If you do not file your Statement of Defence or Demand for Notice within your time period, you
risk losing the law suit automatically. If you do not file, or do not serve, or are late in doing either
of these things, a court may give a judgment to the Plaintiff against you after a notice of the
application has been served on you.

