THE SECURITIES ACT Order No. 5438

N N N

Subsections 8(1) and 148.1(1) August 8, 2007

LION RIDGE CAPITAL MANAGEMENT INC.

WHEREAS:

(A)  On August 7, 2007, The Manitoba Securities Commission (the
"Commission™) issued a Notice of Hearing (the "Notice") giving notice of its intention to
hold a hearing (the "Hearing™) to consider whether or not it was in the public interest to
grant an order pursuant to subsections 8(1) and 148.1(1) of The Securities Act (the "Act™)
with respect to Lionridge Capital Management Inc. (“Lionridge”);

(B)  Staff of the Commission and Lionridge entered into a Settlement
Agreement (a copy of which is attached as Schedule "A") dated August 7, 2007 (the
"Settlement Agreement"), which proposed settlement of the proceedings initiated by the
Notice, subject to the approval of the Commission;

(C)  Lionridge has consented to the issuance of this Order and has waived its
rights to a full hearing;

(D)  The Commission has reviewed the Settlement Agreement and is of the
opinion that it is in the public interest to make this Order.

IT IS ORDERED:

1. THAT the Settlement Agreement, Schedule "A", be and the same is hereby
approved.

2. THAT a written reprimand will be placed on Lionridge’s registration file relating
to the matters set out in this Settlement Agreement;

3. THAT under s. 148.1(1) of the Act Lionridge be assessed an administrative
penalty in the amount of $10,000 payable on or before December 31, 2007;



4, THAT Lionridge will make a contribution to costs of the investigation in the sum
of $5,000 payable to the Commission on or before October 1, 2007.

5. THAT Lionridge is required to secure an immediate $10,000 payment to be made
to the company, for use in the maintenance of working capital requirements at an amount
that is $10,000 in excess of the minimum working capital requirements. These funds are
to be segregated from the general accounts of the company, until the Director otherwise
directs.

BY ORDER OF THE COMMISSION

Director, Legal and Enforcement












the Commission of a change in a subordinated shareholder loan agreement is set out in
agreement itself.

As a result of the failure of Lionridge to report this information the ability of Staff
to monitor the financial circumstances of the registrant was impaired. To address this

concern the registrant has since provided the required information to Staff.

Financial Institution Bond

B8. In 2006 the registrant failed to provide Staff with notice that it had renewed its
financial institution bond in a timely manner. Such notice was subsequently provided
after Lionridge was contacted by Staff.

B9. In March of 2007 Staff was again required to make a request of the registrant in
order to ensure that the financial institution bond had been renewed. This request was
answered on or about March 12, 2007.

Failure to respond and comply with terms and conditions

B10. A request was made of the registrant by Staff on January 9, 2006 as to how the
capital deficiency referred to in BS above had been corrected. The registrant responded
on January 9, 2006 to advise that the deficiency had been rectified by way of a
shareholder’s loan, but did not identify the shareholder. The registrant promised to
have internal year end statements prepared shortly and forward other required
documentation. However, the registrant failed to provide such information in a timely
fashion such that a second request was made by Staff on February 20, 2006. On
March 1, 2006 Staff imposed a deadline of March 3, 2006 to provide the required
information and confirm correction of the capital deficiency. The registrant then
provided the information on March 3, 2006 as requested.

B11. On or about January 22, 2007, the Director of the Commission added terms and
conditions to the registration of Lionridge. These terms and conditions were agreed to
by the registrant. One of the terms and conditions required the registrant to provide
monthly financial statements within 21 days of each calendar month énd. On February
19, 2007, Staff reminded the registrant that the statements for the month ended January






(b) A written reprimand will be placed on Lionridge’s registration file relating to
the matters set out in this Settlement Agreement;

() Lionridge be assessed an administrative penalty in the amount of $10,000
payable on or before December 31, 2007

(d) Lionridge will make a contribution to costs of the investigation in the sum

of $5,000 payable to the Commission on or before October 1, 2007.

(e) Lionridge is required to secure an immediate $10,000 payment to be made
to the company, for use in the maintenance of working capital
requirements at an amount that is $10,000 in excess of the minimum
working capital requirements. These funds are to be segregated from the

general accounts of the company, until the Director otherwise directs.

E. PROCEDURE

El. The approval of this Settlement Agreement shall be sought at a public hearing.

E2. If this Settlement Agreement is approved by the Commission, and if a Consent
Order issues in accordance with this Settlement Agreement, this Settlement Agreement
will constitute the entirety of the evidence to be submitted to the Commission in
connection with the Proceedings and, upon the making of the Consent Order
contemplated by this Settlement Agreement, Lionridge waives its right to a full hearing
and appeal of this matter.

E3. Notwithstanding any other provision of this Settlement Agreement, if, for any
reason whatsoever, this Settlement Agreement is not approved by the Commission or
the Consent Order referred to in section D above is not made by the Commission, Staff
will be entitled to proceed with whatever steps it is entitied by law to take, including but
not restricted to, the commencement of a hearing before the Commission, unaffected by
this Settlement Agreement or any settlement discussions between the parties. In the
event that such steps are taken, Lionridge shall have all of the usual rights of a person

subject to such proceedings.






