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Canada RCMP File: 2016-1383373
Form 1

ONTARIO COURT OF JUSTICE
(Toronto Region)

IN THE MATTER OF an application for a Search Warrant pursuant to section 487(1) of the
Criminal Code;

AND IN THE MATTER OF an application for an Assistance Order(s), pursuant to s. 487,02 of
the Criminal Code; ’

AND IN THE MATTER OF an application for an Order Denying Access to Information (Sealing
Order) pursuant to s. 487.3(1) of the Criminal Code.
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INFORMATION ON OATH

I, Martin WILLIAMSON, a peace officer and member of the Royal Canadian Mounted Police
(RCMP), make oath and say as follows:

i

The following offence has been committed contrary to the Criminal Code of Canada;

a. Fraud, Contrary to Section 380(1) of the Criminal Code of Canada.

AND THAT there are reasonable grounds for believing that the following items will afford
evidence of the said offence:

2

Documents and/or Data related to the Fortress Real Capital Inc./Fortress Real
Developments Inc. projects titled The Collier Centre, Harmony Village Sheppard, South
Shore [formerly Crates Landing] and SkyCity;

Documents and/or Data pertaining to Commitment Letters, Appraisals and/or Letters of
Opinion obtained by, or in possession of, the businesses documented in Paragraph 13 (a)to
(e) and related to Fortress Real Capital Inc. /Fortress Real Developments Inc. Syndicated
Mortgage investments;

Documents and/or Data related to the mortgage brokering and/or administration of Fortress
Real Capital Inc. /Fortress Real Developments Inc. Syndicated Mortgages and/or the
finances of the businesses documented in Paragraph 13(a) to (e), including but not limited
to; '

a. Accounting Records — General Ledger, General Journal, Cash Receipt, Cash
disbursement, Sale Journal, Accounts Receivable Records, Accounts Payable Records,

Customer/Investor files and sales invoices, Creditor Files and Suppliers Invoices, Interim
and Year End Financial Statements, Bank Reconciliations.

b. Business Records — Financial Statements, Corporate Minute Books, Correspondence
with External Auditors, Files documenting shareholder transactions, lease agreements,
contracts with external parties, Investor contracts, Correspondence with Investors.

¢. Bank Information — Bank Statements, Cancelled Cheques, Deposit Books/Slips, Cheque
Stubs, Copies of Bank Drafts, Money Orders, Money Order receipts, Debit Memos,
Credit Memos, Bank Correspondence, Bank Loan Records, Payroll Records, Security

. Agreements, Wire Transfer documentation.

Documents and/or Data related to advertising and/ or marketing of Fortress Real Capital Inc.
[Fortress Real Developments Inc. Syndicated Mortgages;

Documents and /or Data related to the creation of the businesses documented in Paragraph
13(a) to (e).
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10.

1.

12.

Documents and/or Data of internal and/or external 'correspondence made by current and
former employees of the businesses documented in paragraph 13(a) to (e) and related to

Fortress Real Capital Inc. /Fortress Real Developments Inc. Syndicated Mortgages,

including but not limited to emails, letters and memos.

Documents and/or Data pertaining to the business relationship between the businesses
documented in Paragraph 13(a) to (e).

Documents and/or data identifying primary ownership or user information related to
computers, tablets or other electronic devices;

Documents and/or data related to access of telephones, computers, tablets, or other
electronic devices, including but not limited to user names and passwords, electronic keys,
account names, account information, credentials for internet websites and email accounts
that will assist police investigators in accessing the contents of these devices and decrypting
any communications related to the devices;

Computing and telecommunication devices (other than mobile phones), including but not
limited to computers, tablets, internal surveillance footage, remote cloud storage and related
peripheral equipment, passwords, encryption keys, access codes and manuals that may be
required to operate the devices; and

Electronic data storage devices including but not limited to CDs, DVDs, SIM Cards, USB
devices, photocopier memory storage, portable hard drives and any related peripheral
equipment, software, passwords, encryption keys, access codes and manuals that may be
required to operate the devices and/or access the stored data.

AND THAT there are reasonable grounds to believe that the said items are located in;

13.

The Business premises of;

a. Fortress Real Capital Inc. and Fortress Real Developments Inc., (also known as the
Fortress Corporate Centre) located at Unit #1, #1A and #2 of 25 Brodie Drive, Richmond
Hill, Ontario. '

b. Building and Development Mortgages Canada Inc. and Canadian Development Capital
and Mortgage Services Inc. located at Unit #8 of 25 Brodie Drive, Richmond Hill,
Ontario.

c. FDS Brokers Services Inc. located at Suite 202, 203 and 204 of 160 Traders Boulevard
East, Mississauga, Ontario.

d. FFM Capital Inc. located at unit #4 of 81 Zenway Boulevard, Woodbridge, Ontario.

e. FMP Mortgage Investments Inc. located on the third floor of 930 The East Mall,
Etobicoke, Ontario.

f  Fortress Satellite Office located at Suite 1803 of 2 Bloor Street West, Toronto, Ontario.
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AND THAT, a warrant to search the business premises documented in Paragraph 13 (a) to (f)
~and search for the items, documented in Paragraphs 2 to 12, [subject to the terms and
conditions documented later in this affidavit], will afford evidence of the nared offence;

AND THAT, an assistance order compelling the property manager or designate at the business

premisés documented in Paragraph 13(a) to (f), to prowde such assistance as necessary to give
effect to this Search Warrant.

AND THAT | am requesting an order denying access to the information contained in this
affidavit, as well as the related warrants and orders.

Introduction of the Affiant

14. 1 have been a peace officer and member of the RCMP since 2009. | am currently posted to
the Greater Toronto Area Financial Crime Unit, IMET, based in Toronto, Ontario.

15. Prior to my current posting, | was posted in Kelowna, British Columbia and Fort Nelson,
British Columbia as a General Duty, Drug and Traffic Investigator. During this time, |
participated in a wide variety of investigations, including, but not limited to, Fraud, Forgery
and False Pretense offenses. During this time, | also became experienced in the writing of
judicial authorizations, interviewing of witnesses, analyzing and interpreting financial data.

16. Since becoming a police officer, | have also successfully completed various levels of
general and specialized training by the RCMP and its partner agencies the Ontario
Securities Commission and Securities and Exchange Commission. These courses include
but are not limited to the following: Investigating and Prosecuting Financial Fraud, Market

Manipulation and Ponzi Schemes, Major Case Management, Investigative Interviewing and
Interrogation, Drafting of Judicial Authorizations and the Interception of Private
Communicati_ons.

“17. Throughout this affidavit, where | state my belief, it is based or my experience and training
as set out above and on other information contained below. | have personal knowledge of
the information included in this affidavit, except where | write that the information was
received from other police officers and civilian members of the RCMP. Where | write that
the information was received from other police officers and civilian members, | believe that
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18.

19.

20.

information to be true because they are legally and morally obligated to convéy accurate
information as part of their duties.

I understand that this is an ex parte application and that | am obligated to provide full and
fair disclosure of all material facts available to me. In the proéess of preparing this
document, I did not include every single detail of this investigation. For example, | did not
include information that did not relate specifically to this investigation. Also, many of the
reports | read (and have summarized below) contained more information than | have
included in this document. In an effort to prepare a document that is clear and concise, |
have included information that | believe relates to this specific investigation and evidence
that contributes to establish grounds for issuance and make full and fair disclosure. Despite
the fact that | have summarized some of the information | read, | believe there is sufficient
information in this document to support the requested, Warrant and Orders, | am also
aware that my obligation to provide full and fair disclosure of the information relating to the
issuance of the requested Warrants and Orders, requires me to disclose information known
to me that materially detracts from or undermines the preconditions for the proposed
warrants, and | have done so. '

Throughout this affidavit, italicized texts within square brackets indicates my stated beliefs
and/or information to assist the reader such as cross references, inferences or an
explanation of the inferences | have drawn from the information provided.

To assist the Justice, | have attached as Appendix "A” a list of the common names and
companies that will be found throughout this affidavit.

Abbreviations and Definitions.

21.

Contained within this Affidavit are the following Abbreviations and Definitions:

a. FSCO - Financial Services Commission of Ontaric. The governing body that regulates the
Mortgage Broker Sector. FSCO's legislative mandate is to provide regulato'ry services
that protect the public interest and enhance public confidence. FSCO issues licenses for
Mortgage Brokerages, Administrators, Brokers and Agents.

b. IMET ~ Integrated Market Enforcement Team. A specialized unit that is staffed with RCMP
officers and civilian members. Toronto IMET's mandate is to investigate serious Criminal
Code capital markets fraud offences that are of regional or national significance and
threaten investor confidence or economic stability in Canada.

.c. Tactical Internet Intelligence Unit - A specialized unit staffed with RCMP officers and

civilian members that gather and disseminate intelligence utilizing the internet as its
primary source. All information used in this affidavit that has been obtained by the Tactical
Internet Intelligence Unit are sourced to websites found on the Internet.
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. Syndicated mortgage — A partnership involving two or more investors (lenders) in a

specific, targeted mortgage. For the purpose of this affndavnt the targeted mortgages are
related to real estate development projects.

. Private Lender — Another term for Syndicated Mortgage.
. RRSP - Registered Retirement Savings Plan.

. The Collier Centre — Proposed mixed use development project in Barrie, Ontario. The

Collier Centre comprised residential condominiums, commercial office and retail space,

. SkyCity ~ Planned mixed use development in downtown Winnipeg, Manitoba. SkyCity will

feature 388 condominium units and retail space

i, MADY - Mady Collier Centre Limited. MADY is a real estate developer based in Ontarlo

MADY was the original developer of The Collier Centre in Barrie, Ontario.

j. Loan to Value Ratio — The amount of the mortgage, compared to the value of the
“underlying property securing the loan. The loan to value ratio is expressed in percentage

format.

. AIC - Appraisal Institute of Canada — Is a property valuation association with over 5,000

members across Canada and around the world. Designated members determine, report
upon and attest to the real value of property.

. PARIS - Ontario PARIS is a Provincial database accessible by RCMP officers that

contains information related to an individual's driver's license and vehicle registration. This
information can also include the individual’s date of birth and home address.

. Data Storage Media/Electronic Device — Any technology (including devices and materials)

used to place, keep, and retrieve data. Examples CDs, DVDs, Cartridges, .Hard Dnves
(internal or external), memory cards and/or USB memory keys.

. Data — Representations, including signs, signals or symbols that are capable of being

understood by an individual or processed by a computer system or other device.

. Forensic Image — A complete, bit-by-bit copy of data wathln a computer, digital device,

mobile phone or data storage media.

. ITCU - Integrated Technological Crimes Unit. A specialized unit staffed with RCMP
~officers and Civilian Members. ITCU provides technological investigative support for

offences involving considerable financial loss or which are extremely complex.

. Document — A'medium on which data is registered or marked.
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r. Records - Accounts of acts, transactions, or instruments that are retained as evidence of
the matters to which they are related.

Overview of the Investigation

9. Thie RCMP investigation into criminal offences was commenced by Toronto IMET in
October of 2016, following a complaint from David FRANKLIN (“FRANKLIN"). The complaint
was in regard to the alleged fraudulent actions of Fortress Real Capital Inc. (“Fortress Real
Capital’), Fortress Real Developments Inc. (“Fortress Real Developments”), Centro
Mortgages (‘Centro”), who are involved in the creation, marketing, raising and lending of
funds associated to syndicated mortgages.

23. Investigators have learned that from 2012 to the present, Fortress Real Capital has created
syndicated mortgage investment opportunities for real estate development projects
throughout Ganada. To -broker the syndicated mortgage investments Fortress Real Capital
uses Building Development and Mortgages Canada (“BDMC") [formerly Centro] and three
additional brokerage firms, FDS Brokers Services Inc, FMP Mortgage Investments Inc. and
FFM Capital Inc. (Collectively “Fortress Brokers”).

24 \lincenzo PETROZZA (“PETROZZA") is the sole director of Fortress Real Capital and also
the Director, Secretary and Vice President of Fortress Real Developments. Jawad
RATHORE ("RATHORE") is the President of Fortress Real Developments. llidina GALATI
(‘GALATI") is the President and Director of BDMC. All three companies are located in the
.same building in Richmond Hill, Ontario.

25. From 2012 to 2017, Fortress Real Capital, BDMC and the Fortress Brokers advertised the
syndicated mortgages to the general public through a wide range of media outlets; including
the internet, media distribution services and weekly seminars. These advertisements and
seminars promise  high retums through RRSP eligible investments, with investment
principal being fully secured against the subject property. Investigators have learned that
these advertisements presented to investors contain both false and misleading information.

26.1n 2012, [ - I - -
two of 310 individuals, who invested a total of $16,897,682.55 in a Fortress Real Capital
syndicated mortgage for a real estate development project in Barrie, Ontario (“the Collier
Centre”). Both nd each invested over $25,000.00 from their
respective RRSP's accounts into the Collier Centre.

27. IR« R oth relied upon false and misleading promotional material and
other representations made to them by Fortress Real Capital and Centro, regarding their
investment in the Collier Centre syndicated mortgage. Specifically;
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a. MW% provided with documentation that contained an inflated
property valuation that her syndicated mortgage investment was secured against. The
value of the property that the Collier Centre syndicated mortgage was secured against
was falsely represented toby GALATI as having a current “as is” value of
$21,840,090.00. Investigators believe the current “as is” value of the property at the time
ofsyndicated mortgage investment was approximately $7,000,000.00.

b. The Collier Centre syndicated mortgage investment was promoted to .investors

andms being eligible to be used from their RRSP accounts,

without the investment funds receiving adverse taxation from the Canada Revenue
Agency (“CRA"). Investigators believe that this was another misrepresentation and their
investment funds in the Collier Centre would not qualify as being RRSP eligible, as the
loan to value ratio would be over 100%. :

c. The amount of the syndicated mortgage money raised by Fortress Real Capital, through
Centro for the Collier Centre, which was to be loaned to the borrower MADY was
$16,897,682.55. However, only $10,656,000.00 was advanced to MADY.
and RCMP investigators believe that the money loaned from the syndicated mortgage
investors was used for purposes other than what was disclosed to the investors.

28.In 2015 invested $100,000.00 in a Fortress Real Capital

Syndicated Mortgage for a real estate development in Winnipeg, Manitoba called “SkyCity”.

[ENESTTE investment was facilitated by Tasha SUTHERLAND, (“SUTHERLAND") and Glenn

MAY-ANDERSON ("ANDERSON") of FDS Brokers;

a. was provided with documentation that contained an inflated property
valuation that his syndicated mortgage investment was secured against. The value of the
property that the SkyCity syndicated mortgage was secured against was falsely
represented to[INSXHIEby ANDERSON of FDS Brokers as having a current “as is” value
in 2013 of $18,000,000.00..Investigators believe the current “as is” value of the property
in 2013 was between approximately $4,400,000.00 and $11,000,000.00.

b. The SkyCity syndicated mortgage investment was promoted to IS - being
eligible to be used from the investor's RRSP accounts, without the investment funds
receiving adverse taxation from the CRA. Investigators believe that this was another
misrepresentation and investment funds in the SkyCity would not qualify as being RRSP
eligible, as the loan to value ratio would be over 100%.

29. In 2015, IEREECTEIIN invested $150,000.00 in a Fortress Real Capital Syndicated

Mortgage for a real estate development project in Toronto called Harmony Vilage
Sheppard, (“Harmony”) in addition to being provided documentation that contained an
inflated “as is” value for the land securing his investment. PETROZZA representing Fortress
Real Capital entered into a confidential agreement with the developer, whereupon Fortress
Real Capital took 35% of the investors’ money up front as “advanced payment of anticipated
profits”, before any profits- on the project were earned. This confidential

agreement/commitment letter was not provided to | IIESCSI o his consideration
before making his investment in the Fortress Real Capital syndicated mortgage. -
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30.

31

32.

33.

34.

In April of 2018 a former employee of FMP Mortgage Investments who sold Fortress
Syndicated Mortgages for the past five years, came forward and spoke to investigators. He
confirmed that none of the brokers at his office were aware that Fortress Real Capital
retained 35% of the investors’ money up front.

in May of 2015, | Rvested $100,000 in a Fortress Real Capital Syndicated
Mortgage development project called Crates Landing [now called The South Shore), located
in Keswick Ontario. [IMISIRlinvestment was facilitated by Lulu KWOK of FDS Broker
Services lnc.received a Letter of Opinion dated in November 2014, that was
presented to her in May of 2015, that valued the property appraised “as is" at $22.6 million
based on the “extraordinary assumption” that Phase 2 (a secondary development of the
project) receives the various regulatory approvals and that the entire project is completed.
Based on the Ontario land registry record, the property was transferred to the developer in
December of 2009 for the consideration amount of $4.8 million.

Investigators believe that the key aspects of this Fraud occurred from 2012 to 2017 and are
as follows:

a. Syndicated Mortgage Investors were presented with inflated “as is” property values
securing their syndicated mortgage investment.

b. Loan to property vaiue ratios that are in excess of 100%.

c. Promotion of the Syndicated Mortgage as RRSP eligible, when the investments that
investigators have examined are not RRSP eligible and could be subject to adverse
taxation by the Canadian Revenue Agency. - '

d. Investment funds being used for purposes other than what was disclosed to investors. A
portion of the investor funds are not directed to the development project and instead are
retained by Fortress Real Capital Inc. at the time of placement of the loan.

As a result of the inflated current as is land valuations, investigators believe that there are
currently millions of investors dollars, including retirement savings, where the amount of
mortgages on the property exceed the current value of the property. This is contrary to what
was told to investors. This has created a risk of detriment to the financial and real estate

markets.

This investigation is now at the stage where investigators are seeking to search for and
seize/copy documents and data that will afford additional evidence of the named offence
from locations that have been identified where business activities related to Fortress
syndicated mortgages have occurred. On Friday April 13, 2018, investigators plan to
execute the proposed search warrants (if judicially authorized) during the same general time
frame in order to prevent any involved persons from alerting each other and likely
discarding, concealing, moving and/or destroying valuable evidence in relation to the named
offence.
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Overview of this Application

35. This is an application to obtain a search warrant pursuant to section 487(1)' of the Criminal
Code requesting that peace officers be authorized to search the following business
premises; '

a. Fortress Real Capital Inc. and Fortress Real Developments Inc., (also known as the
" Fortress Corporate Centre) located at Unit #1, #1A and #2 of 25 Brodie Drive, Richmond
Hill, Ontario. : ’

b. Building and Development Mortgages Canada Inc. and Canadian Development Capital
~and Mortgage Services Inc. located at Unit #8 of 25 Brodie Drive, Richmond Hill,

Ontario. ‘

c. FDS Brokers Services Inc. located at Suite 202, 203 and 204 of 160 Traders Boulevard
East, Mississauga, Ontario. '

d. FFM Capital Inc. located at unit #4 of 81 Zenway Boulevard, Woodbridge, Ontario.

e. FMP Mortgage Investments Inc. located on the third floor of 930 The East Mall,
Etobicoke, Ontario. :

f. Fortress Satellite Office located at Suite 1803 of 2 Bloor Street West, Toronto, Ontario.

Prior Authorizations obtained, sought, withdrawn or refused

38.
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Investigative Sources

47. The investigation into the actions of Fortress Real Capital, Fortress Real Developments,
BDMC and the Fortress Brokers is led by the RCMP Integrated Market Enforcement Unit
and dubbed project "ODYNASTY". For this project based investigation, there are several
experienced officers, including a Team Commander, Primary Investigator, Intelligence
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48,

49,

50.

51.

Analyst(s) and an Affiant as well as other ancillary peace officers and other civilian
members. Over the next several paragraphs | have documented their experience.

Team Commander

S/SGT. Jeff FRANCIS is a peace officer and has been a member of the RCMP since 1996.
He has gained experience in uniform patrol, criminal investigations, source development
and organized crime units. He is presently assigned to the Integrated Market Enforcement
Unit in Toronto. He has conducted numerous Criminal Code investigations of large scale
during his career. S/SGT. FRANCIS has been involved in project ODYNASTY since
February 5 of 2018. He is the Team Commander and has reviewed the contents of this
affidavit and believes them to be true and accurate.

Primary Investigator

Sgt. Dominic MILOTTE is a peace officer and has been a member of the RCMP since 2001.
He began his career performing general duty investigations, before transferring to the
Integrated Market Enforcement Unit in Montreal in 2013, where he was involved in large
scale Fraud and Market Manipulation investigations. He is presently assigned to the
Integrated Market Enforcement Unit in Toronto. He has conducted numerous large scale
Fraud investigations. SGT. MILOTTE has been involved in project ODYNASTY since its
inception on October 16, 2016. He is the Primary Investigator [‘also known as the lead
investigator'] and has reviewed the contents of this affidavit and believes them to be true
and accurate.

Intelligence Analysts

RCMP Civilian Member Alexandra BURCHESIN ("C/M BURCHESIN") has been a civilian
member of the RCMP since 2014. She is one of two analysts with respect to this
investigation. She has completed basic and advanced analytical training for the RCMP, as
well as the Canadian Securities Course and various finance and sconomics university-level
courses. She has been assigned to the Criminal Intelligence Branch of the RCMP since
August of 2014 and project ODNASTY since October of 2016. Her duties related to this

investligation include analysis and creation of analytical association charts, intelligence
profiles based on her own investigative work and information supplied by investigators.

RCMP Civilian Member David SLOVER (“C/M SLOVER") has been a civilian member of the
RCMP since 2008. He is one of two analysts with respect to this investigation. He has
completed basic and advanced analytical training for the RCMP, as well as a variety of
Financial Crime and open source investigational courses. He has been assigned to the
Criminal Intelligence Branch of the RCMP since October of 2015 and project ODNASTY
since January of 2018. His duties related to this investigation include analysis and creation
of analytical association charts, intelligence profiles based on his own investigative work and
information supplied by investigators. '
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52. Project ODNYASTY also has several other peace officers and civilian members assigned,
both on a full and part time bases to this investigation. The other peace officers, civilian
members have performed various investigative work including but not limited to surveillance,
undercover work and witness interviews.

Grounds for Belief

Commencement of Investigation

53. On October 16, 2016, the Greater Toronto Area Financial Crime Unit of the RCMP received
a complaint from FRANKLIN''. The complaint was in regard to the fraudulent actions of
Fortress Real Capital, Fortress Real Developments, Centro and their network of individual
mortgage brokers who are involved in the creation, marketing, raising and lending of funds
associated to syndicated mortgages. | have read a police report written by Sergeant
Dominic MILOTTE (“Sgt. MILOTTE”) who summarized FRANKLIN's initial complaint and
from this, | learned the following: ' .

a.

Based on information received from investors and through his research in preparing his
civil action, FRANKLIN believes that Foriress Real Capital/Fortress Real Developments
enter into agreements with developers by providing real estate financing for the
developments. To finance the projects, Fortress Real Capital raises the capital
predominantly from individua! and unsophisticated investors who invest in syndicated
mortgages. These mortgages are registered against the planned real estate
developments. ( '

. The investments are sold to investors by Centro and Fortress Real Capital who have

developed a network of mortgage brokers and agents to sell their mortgage investments.
Fortress Real Capital agreements with developers call for advance payments to Fortress
Real Capital in the form of "anticipated profits" at the time financing is raised. This results
in approximately 35% being retained by Fortress Real Capital in the form of anticipated
profits before any profits are actually earned. The funds retained by Fortress Real
Capital are also used to pay broker and agent commissions and for independent legal
advice allegedly provided to investors. :

. In addition to the 35% of investors' money withheld by Fortress, approximately 16% of

the amounts raised was to be set aside to pay investors their 8% interest per year.
Essentially, investors were to be paid "interest" from the capital they invested in the
project. The result is the developer receives less than 50% of the funds raised from
investors for use in the development of the project itself. This is not disclosed to the
investors. '

' FRANKLIN is a lawyer and had at the time of his initial complaint initiated a civil action against Fortress Real
Capital et. al: on behalf of investors who invested in several Fortress Real Capital syndicated mortgages. On August
10, 2017 Justice PERELL delivered a number of rulings related to FRANKLIN's proposed class action proceedings.
Source. Court file 20170NSC4792.
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. e. Investors are also provided with an inflated current value for the real estate investment.
Investors are not told of the true (lower) value of the property that their investment is
secured against.

f. The investments are sold as eligible for RRSP and Tax Free Savings Accounts
("TFSA"), presenting investments as safe and secure for retirement and savings.

54, On December 13, 2016, Inspector Ann KOENIG™ obtained from the Ontario Securities

Commission ("OSC"3) details of 15 additional complaints received at the OSC Contact
Centre' in regard to Fortress Real Capital and/or Fortress Real Developmentis. | have read
a summary of the complaints received by the OSC written by Sgt. MILOTTE, from this |
learned the following: : A

a. Nine complainants invested directly in Fortress Real Capital/Fortress Real
Developments and are concerned about their investment.

b. Three complainants were looking into investing but decided against it after conducting
additional due diligence and now wanted to report/speak to somebody at the OSC.

c. Three complainants are concerned about promotional material offered through Fortress
Real Capital/Fortress Real Developments and wanted to report/speak to somebody at
the OSC™,

55.0n June 8, 2017, Sgt. MILOTTE obtained from the OSC three new complaints that were

filed with the OSC since the last disclosure received by investigators in December of 2018. |
have read a summary of the new complaints received by the OSC written by Sgt. MILOTTE,
and from this | learned the following:

a. A complaint was received from lawyer Kevin SHERKIN, ("SHERKIN") who requested
that the OSC look into the improper actions of PETROZZA and other Fortress project
entities. SHERKIN's complaint also consisted of a statement of claim and related
documents that claimed, among other things, that his client invested in Fortress
companies who took out fees and charges without proper disclosure.

b. Two additional complainants, [names redacted] ho invested
funds with Fortress are concerned about their investment.

Overview of Companies Under Investigation.

Fortress Real Capital.

22 |nspector KOENIG is a RCMP officer and at the time was the Officer in Charge of Toronto IMET.

B Ontarlo Securities Commission is a regulatory body that administers and enforces compliance with provisions of
the Securities Act and the Commodity Futures Act. The OSC does not regulate syndicated mortgages, the agency
responsible for regulating syndicated mortgages is FSCO.

14 OSC Contact Centre receives complaints or concerns from the public, regarding companies, investment preducts
or the conduct of a financial advisor(s). Source: www.osc.gov.on.ca/en/contactus_index.htm

1S |nvestigators have interviewed one of the OSC complainants [RkeaseHis interview has been documented in this

affidavit. Investigators are in the process of reaching out to the remaining complainants.
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56. On March 25, 2017, Civilian Member Debra BARRETT (° cM BARRETT"), an RCMP
Research Analyst, prepared a National Economic Profile Report16 for Toronto IMET, (“The
Economic Report”). The Economic Report contained information concerning the
incorporation of the companies under investigation. | have read a pohce report written by
Constable Daniel CHENG (“Cst. CHENG") that summarized the information contained in

- The Economic Report; from this, I learned the following:

a: Fortress Real Capital;

. Fortress Real Capital was incorporated in Ontario on December 14, 2009. The
 registered office address is Unit 1 of 25 Brodie Drive, Richmond Hill, Ontario, phone
number 905-787-9266.

ii. Fortress Real Capital listed PETROZZA as the sole dtrector

Fortress Real Developments.

57. From Cst. CHENG’s summary 'of The Economic Report, | learned the following:

a. Fortress Real Developments;

. Fortress Real Developments was incorporated in Ontario on July 3, 2012. The
registered office address is Unit 1 of 25 Brodie Drive, Richmond Hill, Ontario, phone
number 905-787-9266. .

ii. Fortress Real Developments listed RATHORE of Address (Rathore)
as both President and Director. PETROZZA of Address (Petrozza)
I is listed as Director, Secretary and Vice President.

58. On January 13, 2017, Civilian Member Kerry GIBB (“C/M GIBB”) of the RCMP Tactical
Internet Intelligence Unit prepared a report detailing her findings of the website
wwwfonressrealdevelopments com; | have read a copy of GIBB's report and viewed

associated screen captures of the website; from this | learned the following:

a. The webpage currently titled “About Us” was titled “The Team” on March 23, 2013 and _

included photographs and short biographies of RATHORE as President and Chief
Executive Officer ("CEQ"), PETROZZA as Vice President and Chief Operating Officer

("“COQ"), and Josh WILL as Senior Vice President of Marketing and Communications.

b. Fortressrealdevelopments.com listed six employees on the “About Us” page. They are
RATHORE, PETROZZA, Frank MARGANI, [since departed] Ben MYERS, Mark

FOGLIATO, and Julie BARNARD.
c. The website also states:;

i. “The best time to buy into a development is at pre-construction.”

1% The National Economic Profile Report is comprised of information from open source business databases to which
the research analyst subscribes to. This includes information about registered liens, corporate registrations,
government records, land titles and online open source news articles.
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i, “There is no investment information on this website. If you are looking for information
on funding Fortress projects please visit Building and Development Mortgages
Canada”. v

ii. “Fortress Real Developments Inc. is currently involved in over 50 real estate
development projects.”

iv. "Fortress has been involved in over 70 projects, including rental apartments, high-rise
condominiums, hotel, office space, big box retail, residential conversions, estate lot
single-detached communities, stacked townhouses, ground-floor retail and more.”

v. “We have partnered with over 25 builders and developers in British Columbia, Alberta,
Saskatchewan, Manitoba and Ontario. Our current portfolio includes over 10,000
units, with an estimated land value of over $1 Billion and a buiit-out value exceeding
$6 billion.”

vi. Physical Address of 25 Brodie Drive, Unit 1 Richmond Hill. Ontario, Phone number
905-787-9266.

Building and Development Mortgages Canada Inc. [Originally Incorporated as Centro
Mortgage Inc.]

59. From Cst. CHENG’s summary of The Economic Report, | learned the following:

a. Building & Development Mortgages Canada Inc. ("BDMC")
i. BDMC was originally registered in Ontario on September 21, 2007 as Centro
Mortgage Inc. (“Centro”) ¥ :
ii. In 2016, Centro changed its name to BDMC.
ii. BDMC'’s head office is registered as 25 Brodie Drive, Unit 8, Richmond Hill, Ontario.
iv. The President and sole Director of BDMC is GALATI of

v. According to Foreign Jurisdiction Information, Centro Mortgage Inc. mailing address is
‘Unit #2, 25 Brodie Drive, Richmond Hill Ontario.

60. On January 13, 2017, C/M GIBB of the RCMP prepared a report detailing her findings of the
website domain www.bdmg.ca. | have read GIBB's report and viewed screen captures, and

from this | learned the following:

a. BDMC is the mortgage brokerage that collects money for Fortress Real Developments.

b. BDMC was formerly known as Centro and the website www.centromorigage.ca,
redirects to the www.bdmc.ca site.

c. The domain registration for www.centromortgage.ca is anonymous. It was previously
registered to PETROZZA at 1-A 25 Brodie Drive, Richmond Hill, Ontario. BDMC has a
listed phone number of 905-508-4828.

d. A screen shot of www.bdmc.ca was also captured, which only allows the viewer to
access the BDMC website after agreeing to the following terms: ‘I acknowledge that

investment in Fortress projects is offered by Building and Development Mortgages
Canada (BDMC) license 10102.”
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e. Additional screen shots of www.bdmc.ca captured stated:
i. “BDMC is the lead Mortgage Brokerage that registers the syndicated mortgages that

fund Fortress projects (unless specifically stated otherwise). This website contains
information about becoming .a mortgage lender.”

. “Real Security Your Principal amount is secured. against the subject property as a

mortgage. Several investors combine funds together to create one mortgage
instrument and the investment moves as one funding, with each investor individually
registered and secured proportionally.”

. "Opportunities = 6 Current Projects”.

FDS Brokers Services Inc. (Formerly Fortress Distribution Services inc.) -

61. From Cst. CHENG’s summary of The Economic Report, | learned the following:

a. FDS Brokers Services Inc;
i. Was incorporated in Ontario on January 24, 2011, as Fortress Distribution Services

Inc. with an address of 160 Traders Blvd E, Suite 202, Mississauga. FDS Brokers
telephone numbers are 905-502-9682 and 905-566-4420.

On April 2, 2013, Fortress Distribution Services Inc. changed its name to FDS Broker
Services Inc. (“FDS Brokers”).

Zafar KHAWAJA is named as the CEO and Director of FDS Brokers with an address
of Address (Z. Khawaja) and Sadaf KHAWAJA as Secretary and
Treasurer, as well as, Glenn MAY-ANDERSON as President.

62. On January 17, 2017, C/M GIBB prepared a report detailing her findings of the website
domain www.fdsbroker.com; | have read GIBB's report and viewed screen captures taken of
the website and from this I learned the following:

a. FDS Brokers facilitate the lending or borrowing of funds for mortgages.

b. The current projects listed on www.fdsbroker.com are also listed on the Fortress Real
Developments website fortressrealdevelopments.com.

c. The home pages states “targeted returns above 8%, Terms range from 2 — 7 years, third
party property valuations, $30,000 minimum investment, RSP, LIRA, RESP, TFSA and
Cash eligible and Choice of borrower, project and market”.

" d. FDS Broker offers weekly presentations every Saturday at 11:00 am at their office for
potential new investors.

e. Under “Meet our Team” the website lists the following employees;‘

i.
ii.
iii.
iv.
V.
Vi.

Zafar KHAWAJA (*KHAWAJA") - CEO. [Chief Executive Officer]

Tony POPLI (*POPLI") — COO., [Chief Operating Officer]

Glenn May-Anderson ("ANDERSON") - President and Principal Broker.
Hal YESOVITCH (“YESOVITCH") — VP Sales.

Omar MANSOOR (“MANSOOR") - VP Business Development.

Brian MIZZ] ("MIZZI") - VP - Business Development.
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FFM Capital Inc. (Formerly Fortress Financial Management Inc.)

63. From Cst. CHENG's summary of The Economic Report, | learned the following:

a. Fortress Financial Management Inc.;
i. Was incorporated in Ontario on September 20, 2012 with an address of 81 Zenway
Blvd, Woodbridge, Ontario. Phone Numbers 905-643-6556 and 905-264-9997.
ii. On June 6, 2013, Fortress Financial Management Inc. changed its name to FFM
Capital Inc. (“FFM Capital”)

ii. FFM Capital lists Krish KOCHHAR of Address (Kochhar)
-pTony MAZZOLI of Address (Mazzoli) and Saul

PERLQV of Address (Perlov) as Directors.

64. On January 18, 2017, C/M GIBB prepared a report detailing her findings of the website
domain www.ffmcapital.com. | have read GIBB’s report and from this, learned the following:

a. FFM Capital offers syndicated mortgages that fund Fortress Real Developments building
projects.

b. FFM Capital's Team includes Fortress Real Developments and syndicated mortgages
that fund Fortress Projects — BDMC.

c. The FFM Website also describes itself as being proud to offer syndicated mortgages in
Fortress Projects. ' ‘

FMP Mortgage Investments Inc. (Fortress Mortgage Professionals)

' 65. From Cst. CHENG’s summary of The Economic Report, | learned the following:

a. FMP Mortgage Investments Inc. ("FMP Mortgage”);
i. Was incorporated in the Province of Ontario on April 16, 2013 with an address of 930
The East Mall, Etobicoke, Ontario and phone number 847-367-9734.
i. FMP Mortgage lists Tonino AMENDOLA as Director, Michael DARAMOLA as General
Manager and Josh WILL as President.

66. On January 27, 2017, G/M GIBB prepared a report detailing her findings of the website
domain www.fmpmortgages.com; | have read GIBB'’s report and from this, | learned the
following:

a. FMP Mortgage facilitates the lending of funds for residential, commercial and syndicate
mortgages for the Fortress Real Developments/Fortress Real Capital projects.
Fortress Syndicated Mortgage Environment.

67. Based on the aforementioned and other information documented in this affidavit, | have
created a visual representation of the Fortress Real Capital syndicated mortgage
environment depicted in “Image A".
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Explanation of syndicated mortgage Investments.

68. On March 8, 2017, | accessed the Internet at www.google.ca and entered the search terms
“syndicated mortgage FDS". | located a search result titled, syndicated mortgage — FDS
Broker and downloaded a .pdf'’ file titled, “Your Information source for an alternative Real
Estate investment syn'dicated mortgage” (“The Syndicated Mortgage File”). | read The
Syndicated Mortgage File and learned the following:

a. Itis a 20 page advertisement created and distributed by FDS Broker Services;

b. It states that FDS Broker Services is the largest full service. distributor of syndicated
mortgage investments in real estate developments led by Fortress Real Developments;

c. It provided the following explanation of syndicated mortgages that are used by Fortress
Real Estate Developments:

d. “A syndicated mortgage is an investment product that allows a consumer to invest
directly into proven market of Canadian real estate by becoming a mortgage lender. A
syndicated mortgage occurs when several investors choose to collectively fund one

17 pdf - Portable Document Format (PDF) is a file format used to present and exchange documents reliably,
independent of software, hardware, or operating system. Source: https://acrobat.adobe.com/ca/en/why-
adobe/about-adobe-pdf.html. '
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mortgage instruments. Not a fund not a pool — it is a collateral in your personal name,
security with title.”
It also provides a step by step explanahon of how the investment process works:

i. Step 1. Investment Application — “After meeting with a licensed FDS syndicated
mortgage Specialist an investor decides to participate in a syndicated mortgage”;

i. Step 2: - Mortgage Processed — “The investors money is lent to blue chip developers
who partner with Fortress Real Developments to finance the project’s soft cost, such
as, building sales centres, marketing, fees, consultants fees, etc.”;

ii. Step 3: Project Starts — “Once the project raise is complete, the project development
can begin. Your investment dollars are put to work.”,

iv. Step 4: Interest Paid - “Interest payments begin — 8% fixed Annual interest, paid
monthly or quarterly, the length of the term and payment schedule are disciosed in
the investment documents”

v. Step 5: Project Completed — “The project is completed. Typically, Fortress projects
are servicing and development or development and construction.”

vi. Step 6: Principal is returned — “Investors principal is returned, possibly with a deferred
lender Fee, depending on the success of the project. Each project has a pre-
determined Deferred Lender Fee rate.”

Syndicated Mortgage Offering for The Collier Centre.

69. On November 25, 2016, JIEISEMlorovided to Sgt. MILOTTE, a copy of a project fact
sheet for The Collier Centre (“The Fact Sheet’). The Fact Sheet was provided to
BEESSE b <fore her investment in the Collier Centre and features details of the Fortress
Real Capital syndicated mortgage offering. | have read a copy of The Fact Sheet and
learned the following:

a.
b.
~ in downtown Barrie, Ontario at 90 Collier Street & 55 Mulcaster Street, Barrie Ontario.

. The Coliier Centre would contain a six storey commercial tower with 85,000 sq. ft. of

It was presented by Fortress Real Capital and Centro.
The Collier Centre was going to be built by MADY, as a mixed use mid-rise development

office space and midrise residential condominiums.

. The Land Valuation for the development was in the amount of $21,890,090.00.
. The Loan to Value Ratio was 85%.

The 85% Loan to Value Ratio is based on $1,651,392.00 First Charge in favour of Aviva
Insurance and $16,923,077.00 3¢ charge mortgage, on a Market Value of
$21,840,090.00,

Interest Payments at an 8% annual (interest only) payment from the borrower paid
Monthly.

"Funding and Interest Reserve — There is no interest reserve”.

18 The 2™ rank mortgage was reserved for financing the construction costs of the development. This information
was disclosed to investors prior to their investment.

Page 27 of 131



g i. Material Disclosure — “Principals of Fortress Real Developments Inc. and licensed
( parties with Centro Mortgage Inc. will receive further remuneration (than what is listed in
section D of the FSCO disclosure) based on the profitability and successful completion
of this project.”
j» Major Risk Factors — Investments in syndicated mortgages are speculative and involve a
" high degree of risk. '

Investment by ISR~ The Collier Centre syndicated mortgage.

70. On November 25, 2016, Sgt. MILOTTE and Constable Jag PARHAR (“Cst. PARHAR")"
interviewed IIINSIINFC. | have listened to an audio recording of the ISR

interview, whereupon, | learned the following:

a. In 2012, IS W I was interested in investing her RRSP savings in mortgages. She
met Marcel GREAUX (“GREAUX"), a mortgage broker, who worked for a company
called FMP Brokerage. GREAUX introduced her to two investment opportunities in
syndicated mortgages. e

b. GREAUX specifically introduced IIIRSISMNMto syndicated mortgages, related to real
estate developments. The first involved a project in Barrie, Ontario [The Collier Centre]
and the second involved a project in Scarborough, Ontario.

c. Before IIINSIINNMinvested, she was provided with some promotional material from
GREAUX (“The Promotional Material”). The Promotional Material stated that her

( investment was RRSP eligible, provided an annual return rate at 8% and that her
investment was secured against the property.

d. At an unknown datemet with a Notary Public and GREAUX to review the
investment related documents. ININENIMasked if she needed a lawyer to review the
documents and she was told a lawyer would be provided. A lawyer was provided, who
IERCSCII 2 Iked to over the phone; the unnamed lawyer quickly went over the
investment documents and asked her if she had any questions, to which| RN
replied that she did not know enough about syndicated mortgages to formulate
questions. IS signed the investment documents, committing her to an
investment of $80,000.00 for a syndicated mortgage loan for The Collier Centre and
$25,000.00 for a syndicated mortgage loan for a real estate project in Scarborough. The
money invested came from her RRSP savings.

e. IEESSIl-emembers being specifically told the following:

i. The investment was RRSP eligible; she would not have done the investment, if it
was not RRSP eligible. '
ii. The investment was secured against the property.
ii. She could get her money back.

( 13 Cst. PARHAR is an RCMP officer, currently attached to Toronto IMET.
TSI s also a plaintiff in the FRANKLIN civil lawsuit against Fortress Real Capital et al.
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. IS understanding was that 100% of her investment would go to the project,
any fees associated to the investment were paid by the borrower and not her as the
lender.

g. After her investment began,egan to receive her 8% monthly interest
payments, as agreed lo.

h. At an unknown date.tarted to receive notices from Olympia Trust?' about
liens being placed on [The Collier Centre] property from various suppliers that were not
being paid by the developer [MADY). IEINEEENNN called GREAUX, who after checking
with his Fortress representative, told her not to worry about it; this was a standard
process if people do not get paid, they put a lien out. IEEEMM then later heard the
whole project [The Collier Centre] had gone "belly up’ and entered receivership.

. DR contacted FRANKLIN and obtained legal advice. At that time,
did not understand The Collier Centre situation. FRANKLIN looked into the matter and
began to gather more information on BEDEEElinvestment with Fortress Real
Capital. The information received from FRANKLIN included; The value the land was
originally purchased for. That IIREMEMnterest payments from her investment was
being paid by money from her own principal.

i. The term of IEEECINMIoan in the syndicated mortgage matured in 2015 and she
was supposed to receive her principal investment amount back. Her loss is currently at
$80,000.00, plus any applicable taxes, if the investment is not RRSP eligible??. Lastly,
was not provided an appraisal of the property that her investment was
secured against, nor was she ever provided the actual loan agreement between the
lender [Fortress Real Capital et. al.] and the borrower [MADY], which, contained her
investment money.

Investment byin The Collier Centre syndicated mortgage.

71. On February 2, 2017, Sgt. MILOTTE and Cst. PARHAR interviewed - investor
in the syndicated mortgage for the Colliier Centre. | have listened to a copy of the audio
recording of the IIECEinterview and learned the following:

a. In 2012,brother presented her with an opportunity to invest her retirement
savings, through a broker named Scott SMEATHERS (“SMEATHERS") of Double Infinity
Financial Inc.

b. IEESEEM s no investment experience and does not to this day understand what a
syndicated mortgage is.

c. BEEKTE M cgan emailing SMEATHERS and was eventually attracted to an investment
in Barrie [The Collier Centre] and in Toronto [Empire Pace]. Both had an 8% rate of
return on a two year investment.

21 Ac | will document later in this Affidavit, Olympia Trust is a company that acts as a trustee for the lender’s
account. The lender and borrower set and agree to the interest rate and terms of the mortgage, with all payments
made to the lender’s account through Olympia Trust Company.

22 A5 | will document later in this Affidavit, in order forinvestment to be ‘RRSP eligible” and thus
avoid adverse tax consequences, the loan to value ratio should be under 100%.
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d. IR poke toIRSRSNl from Fortress on the phone about her investments.

e. Il elieved her investment was RRSP eligible and that she did not have to claim
interest as income. She believed it was a safe investment.

f. On August 3, 2012 IINEEEMlreceived investment documents from|FSISgallof Fortress

. Real Capital and Centro. The investment documents were to be reviewed and signed for
The Collier Centre investment.

g. On an unknown date, a paralegal (unknown name) arrived at/IESEN-csidence to
sign all the paperwork in relation to her investment IS0 ound the meeting rushed.
There was no discussion on the risk level of the investment. The paralegal provided a
quick explanation of the pages that [ISEMIater signed. The meeting may have lasted
thirty minutes. IIREXSEEMdid not read the documents, she just signed where she needed
to in order to finalize the transactions.

h. I nvested $25,000.00 in The Colier Centre syndicated mortgage and
$25,000.00 in The Empire Pace syndicated mortgage?*. The funds invested were entirely
from her RRSP and were transferred to Olympia Trust.

i. IEDE Ml stated that the term of her investment was two years, and could be extended
six months. However, it has now been five years since the investment occurred and

IREESEEN N2 s not received her money back.

72. | have reviewed IEINENEEEEl emails provided to investigators and noted the following email
correspondence between|IIENland Fortress Real Capital;

a. In a November 17, 2012 email from SOl his signature block revealed that he is
the Executive Director of Development for Fortress Real Capital, 1-25 Brodie Drive
Richmond Hill, Ontario. :

b. In an email dated September 9, 2012dvised.that she can send
the signed investment documents to Fortress Real Capital at 1-25 Brodie Drive
Richmond Hill, Ontario. :

c. On September 10, 2012,ent her investment documents by mail to
Fortress Real Capital, 1-25 Brodie Drive Richmond Hil, to the attention of

The Promotional Material

73. Bqthndrelied on Fortress Real Capital and Centro [now BDMC]
promotional material to assist in making their syndicated mortgage investment decisions in
regard to The Collier Centre project (“The Promotional Material’s"). | have reviewed The _
Promotional Material, which stated the following:

2 RCMP investigators believwn executive at Fortress Real Capital, as emails
obtained by investigators fro revealed correspondence between [ESSTRINE-nd IR W here
the content of the emails was in regard to her investment in The Collier Centre.

* 1 have read documents provided by[JERuMIo [IEGEBnd learned that both syndicated mortgages
investments were through Fortress Real Capital and Centro.

% The Promotional Material is attached as Appendix “K”.
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