CANADA
PROVINCE OF QUEBEC
DISTRICT OF MONTREAL
No.: 500-06-000785-168

SUPERIOR COURT
(Class Action)

PIERRE DEROME

Applicant

V.

{...} THE STARS GROUP INC.
-and-

‘DAVID BAAZOV

-and-

DANIEL Y. SEBAG
-and-

DIVYESH GADHIA
-and-

HARLAN W. GOODSCN
-and-

WESLEY K. CLARK

Respondents

RE-RE-AMENDED MOTICN FOR AUTHORIZATION OF A CLASS ACTICN AND
FOR AUTHORIZATION TO BRING AN ACTION PURSUANT TG
SECTION 225.4 OF THE QUEBEC SECURITIES ACT

IN SUPPORT OF HIS MOTION FOR AUTHORIZATION, THE APPLICANT RESPECTFULLY

SUBMITS AS FOLLOWS:

L DEFINITIONS

In addition to the terms that are defined elsewhere herein or in the Québec Securifies
Act, the following terms have the following meanings:
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b. “Board” means the board of directors of {..} TSG;

¢. "Clasg”, "Class Members® and “Apnplicant” refer to the foliowing group, other than
the &xcluded Persons
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i) “Primary Market Sub-Class™ (...) all persons and entities, wherever they
may reside or may be domiciled who, during the Class Period, purchased
TISG’s securities in an Offering and held all or some of those securities until
after the Corrective Disclosure;

i) “Secondary Market Sub-Class”: {...) all persons and entities, wherever they
may reside or may be domiciled who, during the Class Period, purchased
TSG’s _securities in the secondary market and held all or some of those
securities until after the Corrective Disclosure, and who :

— are residents in Canada or were residents in Canada at the time of
such acquisitions regardless of the location of the exchange on which
they acquired TSG's securities; or

— acguired TSG's securities in the secondary market in Canada or
elsewhere, other than in the United States;

inclusively;
“‘Code of Conduct” means (...) TSG's written code of business conduct and ethics;

"Company” means (...) TSG:

9. “Core Documents” refers to the documents published on SEDAR by (...) TSG at

the following times:

i On March 31, 2014, {...) TSG published its 2013, annual information form,
annual financial results (...), MD&A and certifications of annual filings,
communicated herewith as Exhibits P-1A, P-1B, P-1C, P-1X and P-1Y
respectively;

i. On May 15, 2014, (...) TSG published its Q1 2014 financial results (...),
MD&A and certifications of interim filings, communicated herewith as
Exhibits P-1D, P-1E, P-1Z and P-1AA respectively;

i.  On Jduly 8, 2014, {...) TSG published a management circular and a form of
proxy for the annual and speciai meeting to be held on July 30, 2014,
communicated herewith as Exhibits P-1F and P-1G, respectively;

iv.  On August 14, 2014, (...) TSG published its Q2 2014 financial results {...),
MD&A and certifications of interim filings, communicated herewith as
Exhibits P-1H, P-1i, B-1BB and P-1CC respectively,

v. On November 14, 2014, (...) TSG published its Q3 2014 financial resuits
{..), MD&A and certifinations of interim filinos, r‘nmmlmlr‘g’rpd herawith as
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vi.  On March 31, 2015, {...) TSG published ifs annual information form, annual
financial resuits {..), MD&A and cerlifications. of _annuai filings,
communicated herewith as Exhibits P-1L, P-1M, P-1N, P-1FF and P-1GG
raspectively;

vii.  On May 14, 2015, (...} TSG published its Q1 2015 financial results (...),
MD&A and certifications of interim filings, communicated herewith as
Exhibits P-10, P-1P, P-1HH and P-1ll respectively;

viii. On May 26, 2015, (...} TSG published its Management Information Circular
dated May 14, 2015, communicated herewith as Exhibit P-JJ;

ix. On August 13, 2015, {...) TSG published its Q2 2015 financial results (...},
MD&A and certifications of interim filings, communicated herewith as
Exhibits P-1Q, P-1R, P-1KK and P-1LL respectively;

On November 10, 2015, (...) TSG published its Q3 2015 financial results
(..}, MD&A and ceriifications of interim filings, communicated herewith as

Exhibits P-1S, P-1T, P-iMM and P-1NN respectively;

[

xi. On March 14, 2016, {...) TSG published its 2015 annual information form,
annual financial results (...}, MD&A and certifications of annual_filings,
communicated herewith as Exhibits P-1U, P-1V, P-1W, P-100 and P-1PP
respectively;

“Corrective Disclosure” means the AMF announcement of March 23, 2016 that it
was filing charges against {...}) TSG employsss, insiders and others for insider
trading and influencing (...} T8G’s stock price, communicated herewith as Exhibit
P-6;

‘Excluded Persons” means the Respondents, members of the immediate
families of the Individual Respondents, and the directors, officers, subsidiaries,
affiliates of (...) TSG and its subsidiaries;

‘individual Respondents” (each being an ‘Individual Respondent’) means
David Baazov (individually, “Baazov”), Daniel Y. Sebag (individually, “Sebag”),
Divyesh Gadhia (individuaily, “Gadhia”), Harlan W. Goodson (individuaiiy,
“‘Goodson”), and Wesley K. Ciark (individuaily, “Ciark”)

‘Investigation” or "AMF Investigation” means the AMF investigation that

commenced as of late-June 2014 with respect to certain improper and illegal siock
trading practices concemning (...} TSG's securities;

‘MD&A’ means Management’s Discussion and Analysis;

. "Non-Core Documents” means all press releases published during the Class

Darind by the Rasnhnndonts:
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n. "Offerings” (each being an "Cffering”) means the offerings of TSG's securities in
the primary market made during the Ciass Period;

0. "Cldford” means Oldford Group Limited:;

p."Oldford acquisition” {...) refers to the fransaction between (...) TSG and Oldford
which took place on or about August 1, 2014; '

g. "QSA" means the Québec Securities Act, CQLR C V-1.1, as amended;
r. "Respondents” refers to all defending parties collectively;

s. "Securities Legislation” means, collectively, the Q8A; the Securities Act, RSO
1990, ¢ 5.5, as amended; the Securities Act, RSA 2000, ¢ 5S4, as amended; the
Securities Act, RSBC 1996, ¢ 418, as amended; the Securities Act, CCSM ¢ S50,
as amended; the Securifies Act, SNB 2004, ¢ §-5.5, as amended; the Securities

Act, RSNL 1990, ¢ S-13, as amended: the Securities Act, SNWT 2008, ¢ 10, as
amendad; the Securitios Act, RSNS 10890, ¢ 418, as ameandad; the Seocuritiss Act,
S Nu 2008, ¢ 12, as amended; the Securities Act, RSPEI 1988, ¢ S-3.1, as
amended; the Securiiies Aci, 7988, 8S 1988-89, ¢ S-42.2, as amended; and the

Securities Act, SY 2007, ¢ 16, as amended;

L. "SEDAR" means the system for electronic document analysis and refrieval of the
Canadian Securities Administrators; and

u. "TSG" refers to The Stars Group Inc. {formerly known as "Amava Inc.")

INTRODUCTION AND SUMMARY OF CONTEXT

This Action concerns the directors and officers of {...) TSG, a reporting issuer, publishing
Core _and Non-Core Documents and making public statements that contained
misrepresentations and omissions of material facis;

1.1 () TSG owns gaming and related consumer businesses and brands including
PokerStars, Full Tilt, BetStars, StarsDraft, the European Poker Tour, PokerStars
Caribbsan Adventure, Latin American Poker Tour and the Asia Pacific Poker Tour;

2. At ail relevant times during the Ciass Pericd, (...) Baazov was listed as the company’s
second largest shareholder, the whole as appears from an excerpt from the Registre des
Enireprises du Québec, communicated herewith as Exhibit P-2;

3t08(...)

9. In the three years foliowing its initial public offering ("IPO"), {...) TSG grew by acquiring

gambling software and machine maker Chartweil Technology inc. and companies such
as Crvptol oqic Lid. and Cadillac Jack:

{ s
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Unbeknownst to the public, ali of TSG's acquisitions were made possible due to the

10.2

implementation of a massive insider trading scheme by which Baazov_intentionally
disclosed material privileged confidential information to his associates, which information
was used to influence the market price of TSG's securities ("insider Trading Scheme");

The Insider Trading Scheme was an intentional violation of Québec securities laws and

10.3

of TSG’s Code of Conduct:

Generally, the Insider Trading Scheme was implemented as follows: Baazov_would

10.4

disclose privileged confidential information to his brother Josh (Ofer) Baazov ("Josh")
and/or_his friend Craig Levett ("Leveft") and/or his colleague Yoel Aliman ("Aliman") by
way of phone call, text message or email. In turn, Josh and Levett disclosed this
information to their family and friends {collectively, the "Inner Circle™ {an organizationai
chart reqarding Baazov's Insider Trading Scheme can be found at Annex C). The Inner
Circle then systematically purchased TSG's securities before the publication press
releases confirming the acquisition. Once the acquisition was announced, the Inner
Circle would sell its securities and give Baazov a 20% kickback on the eamed profits;

The Insider Trading Scheme and Baazov's part in it, was never disclosed in TSG's Core

10.5

and Non-Core Documents or in its public statements;

In December 2013, Baazov flew to the Isle of Man with the proposal that TSG, a

10.6

company with only $155-million of annual revenue, three vears of consecutive iosses
and scarce operating cash flow, acquire Qldford, a poker company which controlled

PokerStars and Full Tilt, some of the world’s largest online gambling sites, and had more
than $1 billion (U.S8.) in revenue and $417 million in profit;

Baazov made this plav tc acauire Oldford despite TS(G's financial fraiity since he knew

he could influence the price of TSG's securities upwards in order to facilitate the
potential Oldiord acquisition;

In the early months of 2014, TSG's stock traded around $6 to $8 per share;

On June 12, 2014, TSG announced that it entered into a definilive agreement to

10.10

purchase 100% of Oldford's securities in an all-cash transaction for an aggregate
purchase price of $4.9 billion US, the whole as appears from the press release dated

TS i i ivnriiy Th

June 12, 2014, communicated herewith as Exhibit P-4A; "

The following day, TSG's stock closed at $20 on the TSX and continued to rise until it
peaked at a high of $38.74 in late November 2014

On or about that same time, the Financial industry Regulatory Authority (“FINRA™) — Wall

Street's seif-requlator — flagged and piaced 300 TSG investors under scruiiny relating fo
unusual trading activities of TSG securities ahead of the Company’s announcement of
the Oldford acquisition;
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10.11 On or about the same time, aciing on the tips of two whistleblowers, the AMF bedgan
investigating the Oldford acquisition. In response fo_this investigation, TSG made
numerous misleading statements which_caused investors to believe that no_illegal
conduct was occurring at the Company, the whoie as appears from the press releases,
communicated herewith as Exhibits P-4C, P-4D and P-4E;

11-18 (...}

18.1 (...) On March 22, 2016, the Tribunal des marchés financiers ("TMFE") (previously known
as the Bureau de décision et de révision) rendered a decision which revealed that the
spectacular rise in (...) the price of TSG's securities was fueled by (...) the Insider
Trading Scheme and Baazov and his _confidents' misconduct, which artificially inflated
(...} the price of TSG’s securities to facilitate the (...) Oldford acquisition and subsequent
sales by insiders and others, the whole as appears from the TMF decision,
communicated herewith. as Exhibit P-5A;

18.2 The TMF concluded that a systematic modus operandi of insider trading relating fo

T e mmrurtiaibi e ~F f e e v £y er i
1SG's acquisilions of its rivals had occurred {foi further detalls, sge the attached Annex

A):
19-28 (..}

|

29. On March 23, 2016, in connection with the events detailed above, the AMF (...) filed 23
charges against Baazov, Benjamin Ahdoot, Yoel Altman, Diocles Capital inc, Sababa
Consulting inc. and 2374879 Ontario inc. (...) for: (i) disclosing privileged information; (ii)
influencing or attempting to influence the market price or the value of securities by
means of unfair, improper or fraudulent practices; and (iii)_engaging in iransactions
knowing that they would create or coniribute to a misleading appearance of trading
activity or artificial price;

30. (...} These charges were dismissed on June 6, 2018 by the Honorable Justice Mascia,
J.C.Q. The court held that in light of the AMF's failure to_protect privileged information,
the defendants’ right to a full and fair trial was violated. The court did not make any

findings regarding the defendanis’ quilt;

31. {.) At all relevant times during the Class Period, the Respondenis made
misrepresentations of material facts through_ affirmative false and/or misleading
statements and through its failure to disclose:

a. that {..) TSG’s CEQ, chairman and one of its principal investors was engaged in
the (...} insider Trading Scheme (...} which involved influencing or attempting to
influence the market price of (...) TSG’s securities and communicating privileged
confidential information to third parties;

-
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c. that (..} TSG's statemenis about its business, operations, and prospects, were
false and misleading and/or lacked a reasonable basis; and

d. that TSG’s statementis about the nature, magnifude and targets of the AMF
Investigation were false and misleading; :

in all of (...) TSG's Core and Non-Core Documents and public statements;
(...) All of the facts referred to above are material facts since, had they been disclosed,

they would have significantly affected the price of TSG's securities and/or the decision of
a reasonable investor {o purchase TSG securities;

By failing to disclose these material facts, the Respondents altered the total mix of

information _that was available to a reasonable investor when making his decision to
purchase TSG'’s securities. Had the material facts set out above been disclosed, the

Applicant and Class Members would not have purchased TSG securities or would not
have purchased them at that price;

In view of the foregoing, the Respondents are solidarily liable to the Appiicant and Class
Members since they purchased TSG's securities at artificially-increased prices and
suffered damages when the value of these securities plummeted following _the

publication of the Corrective Disclosure;

In addifion to the present class action, all or some of the Reépondents were/are also the
targets of:

—_— e FJ ) P -
y the AMF in relstion to the Cidiord acquisition;

<

-y i e
a. 23 charges filed

b. At least two (2) additionai AMF investigations in reiation to TSG's acquisitions of
other rival companies as well as Baazov's violations of Securities Legislation;3

c. A class action further to Baazov's misrepresentations regarding the potential
privatization of TSG:*

d. Two (2) cease trade orders issued by the Tribunal adminisiratif des marchés
financiers:®

s B

e. A ciass action filed in the USA;

2 as appears from the redacted AMF Statements of Offence filed in Autorité des marchés financiers c.

David Bagzov et al.. 500-61-435556-163, communicated herewith as Exhibit P-7.

3 AMF investigations entitled "Bronze" and "Cordon".

% as appears from the Amended Motion for Authorization filed in Gauthier ¢. Baazov, 500-06-000859-179,

communicated herewith as Exhibit P-63.
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f.  An investigation ied by FINRA:

g. Proceedings against TSG instituted in Florida for breach of a work agreement,
promissory esioppel and unjust enrichment;’

h. Proceedings against Baazov instituted in Dubai by KBC Aldini Capital Limited
("KBC") further to Baazov's unauthorized use of KBC's name and signature in

relation to the former's offer to purchase all of TSG's shares;® and

i. Proceedings against TSG Gaming Group Inc. (Kenya) instituted in Kenya further to
TSG's failure to pay monies owed to the Lion's Heart Self Help Group.” The
plaintiffs also allege that the money deposited into Amaya_Gaming Group Inc.
(Kenva)'s accounts at NIC Bank Limited were proceeds from illegal trading_that
were part of a "well calculated money laundering scheme™ ™

. THE PARTIES

»

The Applicant

31.5 Mr. Derome has a background as a securities professional having been an_accredited
securities dealer with the firm Wood Gundy ( Iater acquired by CIBC) from 1987 to 1990;

31.6 Mr. Derome holds a B.A. degree in science and mathematics with a focus on computer
science which he obtained in 1977;

31.7 On June 11, 2015, Mr. Derome purchased 1.075 TSG shares, af an average price of

$33.398 for a iotai of $35,894.99 (inciuding $10.00 in transactionai fees), the whoie as
apbears from the record of this fransaction, a copy of which is communicated herewith
as Exhibit P-12;

31.8 Mr. Derome held these shares until the end of the Class Period;

B. {..) TSG

32. {...}) TSG provides technoiogy-based products and services in the onlineé gaming
33. s securities are listed on the TSX and NASDAQ respectively under the [...) ticker
symbols "TSG" and "TSGI";

" as appears from the Verified Amended Compiaint filed in Van Kessel v. The Siars Group Ing.. No.
CACE 18-003453 ((5), communicated herewith as Exhibit P-65.

% as appears from the Amended Part.rcu!ars of Claim ﬂled in KBC Aldini Capital Limited v. David Baazov et
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as_appears from_the Figint flied= in Nvaqum ei al. v. NfC Bank Limited et ai., Civil case no. 418 of 2617,
communicaied nﬂrewun as Exhibit P-g7.
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{..) At aii relevant times during the Class Period, TSG was incorporated pursuant o the
laws of Québec and the AMF was its principal securities regulator, the whole as appears
from (...) TSG’s SEDAR profile, communicated herewith as Exhibit P-3;

(...) At all relevant times during the Class Period, TSG did not report having any place of
business other than its headquarters in Québec;

The following Individual {...) Respondents are also (...} TSG insiders:

a. (..)Baazov, as TSG's chairman, president and CEO;

b. (..) Sebag, as TSG's CFQ;

c. {...)Gadhia, as TSG's executive chairman;

d. (...) Goodson,as one of TSG's directars; and

e. [(..)Clark,_as one of TSG's directors:;

{...} TSG and its directors and officers have significant insurance coverage {...);

The Individual Respondents

The Individual Respondents were TSG's directors and officers and were involved in and
responsible for TSG's business, operations, financial reperting and public disclosures;

Baazov founded TSG and acted as TSG's president and CEDQ since January 1, 2008, as

appears from page 43 of Exhibit P-1A;

At all relevant times during the Class Period, Baazov was a director and officer of TSG
within the meaning of Securities Legislation. In his capacity as CEQ, Baazov reviewed
and authorized, permitted or acquiesced in the release of public statements, Core and
Non-Core Documents. Baazov also signed the Forms 52-109F1 and 52-109F2 which
certified that the filings did not contain any untrue statements of material facts or omitied
to state material facts, as appears from Exhibits P-1X ic 1QQ;

On March 29, 2016, less than a week after the AMF announced that ii had fiied charges
against Baazov, the iatter took an indefinite paid ieave of absence as TSG's CEQO and
Chairman, the whole as appears from the press release, communicated herewith as
Exhibit P-19. During his indefinite leave, Baazov nonetheless remained a member of
TSG's Board of Direclors, as appears from Exhibit P-19;

On or about May 16, 2016, TSG's Board of Direciors was advised that the Respongent
would not be standing for re-election as director, the whole as appears from a_press
release issued on May 16, 2016, communicated herewith as Exhibit P-20;

Dzazov resigned from gl positions at TSC effective August 11, 2016, the whole as
. - terial ch "T ted here: b o zu;..'bh .24
aupears o a midieiia ianGge renor _communicalad hiere WillT &5 = Reiiliic .
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Sebag was TSG's CFO. At all relevant times during the Class Period, Sebag was an
officer of TSG within the meaning of Securilies Legisiafion. In his capacity as CFO,
Sebag reviewed and authorized, permitted or acquiesced in the release of public
statement, Core and Non-Core Documenis. Sebag also signed the Forms 52-109F1 and
52-109F2 which certified that the filings did not contain any untrue statements of material
facts or omitted to state material facts, as appears from Exhibits P-1X fo 1QQ;

Sebag's resignation as TSG's. CFO was effective as of June 19, 2017, the whole as
appears from a Material Change Report, communicated herewith as Exhibit P-22;

As part of TSG's executive management, Baazov and Sebag were also responsible for

reviewing the adequacy and effectiveness of disclosure controls and procedures
("DC&F’“) and internal controls over financial reporiing ("ICFR™);

At all relevant times during the Class Period, Gadhia. Goodson and Clark were members
of TSG's Board;

At all relevant times during the Class Period, Gadhia, Goedsen and Clark were directors
of TSG within the meaning of Securities Leqislation. In their capagcity as board members,
Gadhia, Goodson and Ciark approved and authorized for issue aii interim_and annuai

financial statements published by TSG during the Ciass Period;

As members of the Board, Baazov, Gadhia, Goodson and Clark reviewed and approved
TSG's Disclosure, Confidentiality and Trading Policy {"Disclosure Policy™), the whole as
appears from the 2010, 2014 and 2015 disclosure policies, communicated herewith as
Exhibits P-22A, P-23B and P-23C:

FACTS

Implementation of an _Insider Trading Scheme and Violation of Securities
Legislation

As alleged herein, Baazov was engaged in a scheme designed to influence and increase
by

the market price of TSG securities and accomplished this through communicating
privileged confidential information about TSG fe the Inner Circleg;

Baazov's insider Trading Scheme was used for various purposes including: (i} io
increase the price of TSG's securities in order to facilitate and/or render acquisitions of
TSG's competitors possible; and (i) for Baazov fo obtain kickbacks from the Inner Circle
on a portion of the profits eamed by the latter further to transactions executed while in

the possession of confidential privileged information:;
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insider Trading Scheme in Reiation to the Oldford Acquisition

39.3 At all relevant times during the negotiation of the potential Oldford acquisition, Baazov
was engaged in the Insider Trading Scheme in order to influence or attempt to influence
the market value of TSG's securities;

39.4 Of note are the TMF's conclusions regarding Baazov further to his challenge of the TMF's
ex parte decision to issue cease frading orders:

"[359] De lavis du Tribunal, Ja preuve administrée devant lui permet de conclure
aux manguements apparents suivants a fa Loi sur les valeurs mobiliéres, & savoir :

¢ [ e mis en cause David Baazov en communiquant a lintimé Josh Baazov de

finformation Qrivilégiée, concernant une éventuelle transaction financiere entre

Amavya et Oldford Group, en coniravention & farticle 188 de la Loi sur les
valeurs mobilieres:"""

Details of the Insider Trading Scheme

39.5 In early 2013, Baazov approached lsai Scheinberg ("Isai"), one of Oldford’s founders, to
discuss TSG's interest in purchasing Oldford;"

390.6 At the time, Oldford controlled approximately 50% of the worldwide online gaming
market,” whereas TSG was operating at a loss at year-end 2012. As such, when Isai

informed David Scla, Oldford's financial advisor, of Baazov's proposal, Scola requesied
that TSC nrovide svidence that it could obtain funding from a credible source: 4

I fL W

39.7 Baazov *her‘ contacted Brad Colman. princical at GSO Capital Partners LP {("GSQ"),
informing_him of TSG's interest to acquire Oldford.” Due to the fact that TSG and GSO
had a pre-existing business relationship, these companies already had a non-disclosure
agreement in place (dated June 28, 2012);"®

39.8 On or about August 22, 2013, a non-disclosure agreement was signed between TSG
and Oldford;"’

30.8 On Septembér 25, 2013, GSO provided Oldford with a ieﬁer indicaling its willingness to
provide financing in relation to the potential transaction;™

" as appears from para. 359 of Exhibii P-24. Also note that similar conciusions were rendered against
Josh, Leveit, isam Mansour and John Chatzidakis.

2 Testimony of Isai Scheinberg held on Aprit 30, 2018 in AMF ¢. Baazov et al., 500-61-435556-163.

" the whole as appears from pages 63-64 of Exhibit P-773 filed in 500-61-435556-163, communicated
herewith as Exhibit P-78.

I Testimcny of Isai Scheinberg held on April 30, 2018 and of David Scla held on May 8. 2018 in AMF c.

F=y p i A
IGZ0Y G Gi., GUU-0TT S350 o-T0 0.

Testimony of isai Scheinberg heid on Aprii 30, 2018 in ANF ¢c. Baazov et al., 500-61-435558-163.
Testimo'w of Mar,sa Boeney he!d on May 16, 2018 in AMF ¢. Baazov of af, 500~ 61 -435556-163.
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39.10 Upon receipt of GSO's letter, Sola contacted one of his former colieagues at GSO o
confirm its authenticity. Once GSO confirmed its intention to participate in_the financing
of the potentlai transaction, Sola coordinated a meeting with the interested parties in the
isle of Man;"™

39.11 On or about November 21, 2013, a non-disclosure agreement was signed between
Oldford and GSO:*

39.12 On December 3, 2013, Oldford's executive team gave a presentation in the Isle of Man.
The attendees included Baazov, Altman, Marlon Goldstein ("Goldstein”} and
representatives of GSO, The Blackstone Group LP, Herzog Fox & Neeman and Houlihan

Lokey;

39.13 On December 3, 2013, Baazov and Mark Scheinberg, CEC 0| Cldford, agreed on a
purchase price of approximately $4 billion;*'

39.14 On or about January 6, 2014, Baazov contacted Mark Finnie (“Finnie”), consultant for
Deautsche Bank, and informed him: (i) of his interest to purchase QOldford: (i) that a
meeting was held at the Isie of Man in relation to this potential acquisition; and (iii) that

T5G’s and Oidford’s representatives had reached an agreement in_principie_to acquire
Oldford;*

39.15 On January 13, 2014, a letter of intent was executed between Oldford and TSG which

provided that the purchase price to be paid by TSG would be comprised of (i) a closing
cash payment of $4.3 billion, and (i} an “earn-out” based on a multiple of the post-
closing EBITDA of Oldford;”®

39.16 In January and Februarv 2014, addi_tionai presentations were given in the isle of Man to
JP Morgan, Barclays, Deutsche Bank and Canaccord. Non-disclosure agreements were
signed prior to these meetings:**

30.17 Further to these management presentations, GSO, Deutsche Bank, Canaccord and
Barclays confirméd their willingness to move forward and fo participate in the financing
of the potential acquisition of Oldford:®

* the whole as appears from Exhibit P-670 filed in_500-61-435556-163, communicated herewith as
Exhibit P-78.
7 Testlmonv of David Sola held on May 8, 2018 in AMF ¢. Baazov ef al., 500-61-435556-163.

2 Counsel for David Bagzov admitied that a NDA between Oldford and GSO was signed on November
21, 2013 during the examination of Marisa Beeney on May 16, 2618 in AMF ¢. Baazov et al., 500-61-
435556-163.

2 Testimony of Isai Scheinberg held on April 30, 2018 and of Brad Colman held on May 15, 2018 in AMF
c Baazov et al., 500-61-435556-163.

* Testimony of Mark Finnie heid on May 23. 2018 in AMF ¢. Baazov et al., 500-61-435556-163. See also,

Exhabst P-1 141 filed in 500-61 -435556 163 commumcated herewith as Exhihit P-79.
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the whole as_zppears from Exhibits P-686 and P-129 filed In 500-61-4355566-163. communicaied

herewith as Dxhibite D24 and B-22

* the whole as appears from Exhibits P-98 no. 1552875, P-100 no. 1652877, P-245, P-1032,
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35.18 On February 14, 2014, a revinsed "Deed" {ierm sheet} was circulating between external
counsel for TSG and O!dford;‘6

39.19 In_eary March 2014, Baazov approached Macquarie Capital Inc. ("Macquarie"), as a

potential financing source in relation to the Oldford acguisition.”” On March 11, 20224,
t

Macguarie signed a non-disclosure agreement with TSG further to Baazov's request;

39.20 As particularized herein, as at mid-March 2014, the key players involved in the potential
acquisition of Oldford were commiited lo participating in this acguisition;

39.21 TSG's discussions in relation to the potential acquisition of Oldford constitute privileged
information pursuant to_art. 5 of the @SA since_this _information had not yet been
disciosed to the public and would affect the decision of a reasonable investor fo
purchase TSG's securities;

39.22 This is further demonstrated by the fact that;

i} the financial institutions contacted by TSG'’s ranresentatives treated ‘rhe information

ALY ]

regarding the potential acquisition as non-public material information;” and
iy the confidentiality of the negotiations regarding the potential acquisition was a

priority for all parties;*

39.23 Of note, in a Settlement Agreement dated June 12, 2018 between Benedict Cheng®' and

the Ontaric _Securities Commission ("OSC") in relation to accusations of tipping with

respect to TSG, the OSC held that the participation of two main private equity sponsors
was & maierial fact the whole as appears from para. 24 of the Seitiement Agrsement,
communicaied herewith as Exhibit P-62. In the case_af hand, five financial institutions
had agreed to participate in TSG's potential acquisition of Oidford;

39.24 On April 1 2014, TSG's shares were valued at $7.35 on the TSX, the whole as appears
from Yahoo! Finance's Historical Data from January 1, 2014 to April 28, 20186,
communicated herewith as Exhibit P-26;

39.256 On or about that same fime, Baazov started leaking privileged confidential information
about the potential Qidford acauisition, including the identity of various financial plavers

P-1119 and P-1130, filed in 500-61-435556-163, communicated herewith as Exhibits P-83, P-84, P-85,
P-86, P-87 and P-88.

T the whole as appears from Exhibit P-225 filed in 500-61-435556-163, communicated herewith as
Exhibit P-89.

z Testimony of Sung Chun held on May 23, 2018 in AMF ¢. Baazov gf al.. 500-61-435556-163.

2 the whole as appears from Exhibit P-949 filed in 500-61-435556-163, communicated herewith as
Exhibit P-G0.

% Testimony of Stewart Busbridge held on May 28, 2018 and of Steve Maver held on May 30, 2018 in
AMF ¢. Baazov et af., 500-61 435'-156 | 63 See also Exhibit P-86.
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and the detaiis of their involvement, to his closest confidents namely his _brother Josh
and his friends Altman and Levett;

35.26 Once set in motion, the Insider Trading Scheme iead to the following events (a detailed
description of these events can be found in the attached Annex B):

a. telephone calls, text messages and emails were exchanged between Baazov,
Josh, Levett and the Inner Circle;

b, Baazov also exchanged emails with Altman whose company, Diocles Capital Inc.
("Diocles"), purchased $2,248,156.86 worth of TSG securities between April 17"
and May 27", 2014.* Following Diocles' transactions, the market value of TSG

~ securities increased by 36.8% between April 16, 2014 and May 6, 2014;> and

c. the Inner Circle purchased a total of 54,135 TSG securities® whilst in possession
of confidential privileged information regarding the potential acquisition of

Oldford:

39.27 On June 12, 2014, TSG's shares were vaiued at CDN $11.93 on the TSX.*® This
represents a 62% increase compared 1o the opening price as at April 1, 2016;

39.28 That same day, the deal between Oldford and TSG was finalized and _a definitive
agreement outlining all material ferms was publicly announced;

32.29 On.June 13, 2014, TSG's share price opened at CDN $20.12 on the TSX. That day, TSG
shares had a high trading volume of 9,944,800 shares:*

39.30 Further to the announcement of the Oldford acquisition, the inner Circle sold its TSG
securities for a profit;

39.31 On June 25, 2014, Mansour sent an email entitled "Craig" to John Chatzidakis
("Chatzidakis"). This email contamed an Excel spreadsheet along with the following
message:

"l showed your sheet to Greg. His calculations [are] attaché.d. There is a $656
difference.

s PR Y

He noticed right away that you caicuiated 10% of the gross profit (Nice iry :
would have done the same) The deal was 10% of the net profit, after CGT and
fees.

as appears from paras. 145-146 of Exhibit P-28.
33 14 paras. 19 and 162.

3 o~ mA Ao TEes ' i 1 1= a1 L S W
inooo naA Tan P uis onarac |oowndt nuoarnn £ =ity 1 nAaanoOlr niirengoon TR
Liiss i VAPLL fAAi i ]

surchased 2,300, Me Karl Ealienbaum purchased 5,000 and Eari Levett purchased 12,500 sha-res-._
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Let me know if there are anv mistakes on if. | aiready gave him 10, | will give
him the baiance when I get back next week!" =7

four emphasis.]

39.32 The Excel spreadsheet indicates that Levelt received 90% of the net profits realized

further to the purchase of 3,000 TSG securities by Chatzidakis' wife, while Chatzidakis

received the remaining 10%:*%

39.33 On June 30, 2014, Mansour forwards an email dated June 25, 2014 to Chatzidakis and
asks him fo confirm the calculations in the Excel spreadsheet. Mansour then adds "I will

n.38

pay craig today or tomorrow";

39.34 As an example of Baazov's disregard of securities laws and regulations, he also
disclosed privileged confidential _information in_relation to the acquisition of WMS
Industries Inc. ("WMS") by Scientific Games to the Inner Circle in exchange for kickbacks.
Thus, once the Inner Circle traded on WMS securities, it provided Baazov with a 20%
kickback ($7 600) on the profils made (a detailed descrintion of these events can be

found in the attached Annex E);

39.35 This pattern of disregard for applicable laws: and regulations continued throughout the
negotiations in relation to the potential acquisition of Oldford;

39.36 The Insider Trading Scheme described above and further detailed in Annex B
demonsirates Baazov's blatant disregard for the law in disclosing information he knew was

privileged confidential regarding the potential Oldford acauisition to the Inner Circle and in

L i
Rt I e aVat s Tat el ]

Founilibmdimme Hhn ~wnne 3 warbiln G Hea e T
facilitating the execution of transactions while in the possession of confidential in

mmmiae Af e fiAsasta :nfoﬁnaﬁon=

39.37 In conclusion, as alleged herein:

a. Baazov possessed undisclosed privileged information regarding the potential
Oldford acguisition;

b. Baazov disclosed this privileged information fo Josh, Levett and Aitman;

c. Josh and Levett in tum disclosed this privileged information fo the inner Circle and
recommended that its members trade on particular securities;

d. the members of the Inner Circle sysiematically purchased securities prior o public
acguisition announcements; and

e. Baazov, Josh and Levett received kickbacks from the profits realized by the Inner
Circle;

% the whole as appears from Exhibit D-255 of the March 2016 Cease Trading Application, communicated

L P R T4 o e
nerewiin 48 CxXninit P-53,

= {he whole as appears from Exhibit D-256 of the March 2016 Cease Trading Application, communicaied
herewith as Exhibit P-4

o Y &

nezre from Exhibit f the March 2018 Cease Trading Application, communicated
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All of the Core and Noit-Core Documenis published during the Class Periéd _as well as ali
of the pubiic siatements made during same faii io meniion Baazov's orchesiration of the
Insider Trading Scheme;

Baazov's orchestration of and participation in the Insider Trading Scheme had a significant

effect on the market price of TSG's securities and is a material fact;

At all relevant times during the Class Period, the Respondents made public statements and
published and/or allowed the publication of Core and Non-Core Documents that contained -
omissions and misrepresentations of material fact;

Misrepresentations and Violations of TSG's Internal Controls

il all relevant time during the Class Period, the Respondents were required to abide by
applicable trading practices and regulations in respect of ICFR and DC&P;

The Respondents were also bound by TSG's Disclosure Policy which was disclosed to
the public, as appears from page 19 of Exhibit P-1A;

The Respondenis sysiemaiicaiiy and inieniionaiiy vioiaied TSG's insider irading poiicies
by disclosing and/or allowing confidential material information to be disclosed to the
Inner Circle and in doing so, breached their obligations towards investors by failing fo
disclose adverse material information regarding the inadequacy and ineffectiveness of
TSG's ICFR and DC&P;

On March 31, 2014, TSG released its annual information form which explicitly states that
*...1 the Corporation has adopted a Disciosure, Confidentiality and insider Trading Policy
designed to promote good governance, transparency and effective communication
pbetween employees, management and the public |...]". as appears from page 19 of
Exhibit P-1A;

The Disclasure Policies establish procedures to ensura:

a. informative and timely disclosure of material information;

b. confidentiality and non-disclosure of non-public material information; and

c. compliance with securities iegisiaiion in reiation fo ihe trading of TSG securiiies
by directors, officers, employees, consultants and cther persgns related to TSG;

as appears from "The Policy” heading of Exhibits P-23A, P-23B and P-23C;

The 2010 and 2014 Disclosure Policies applied to all "Emplovees” i.e. "all individuals
currently employed by TSG and its subsidiaries";*

Part | of the 2010 and 2014 Disclosure Policies provides for the following policies: (i)

information must not solely be disclosed to selected individuals, (i) earlior
_ : :
Sie

updated i they become mi s & result of new

materia! informatio

disclosures must be immediately

ading a
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information; (iii) unfavourable material information must be disclosed as accuraiely and
timely as favourabie ones; {iv) disclosures must be compiete and accurate since haif
truths are misieading; and {v) disclosures must be fair in that they should be announced
to the general public at the same time as they are announced at press conferences,
shareholders' meetings or other forums:*’ :

39.48 Section 9 of the 2010 and 2014 Disclosure Policies relates to qulet periods and states

the following:

"In_order to limit the potential for selective disclosure, tipping or insider trading (and
the perception _or appearance of any such activities), TSG will observe a "quiet
period" or "blackout period" prior to _quarterly earnings announcements or_when
material changes are pending."”

39.49 Part lll of the 2010 and 2014 Disclosure Policies prohibits all Employees and "Restricted

Persons" from trading in TSG securities while in the possession of undisclosed material
information as well as from communicating undisclosed material information to_third
parties.” "Restricted Persons" includes all directors, officers and persons retained by
TSG on a professional or consulting basis:™®

39.50 Section 22 of the 2010 and 2014 Disclosure Policies prohibits Employees and Restricted

Persons from trading in TSG securities during a blackout period in order to allow the
market to fully reflect the material information in the value of TSG's securities: "

39.51 As appears from an email dated May 21, 2014 in which Tim Foran, Directer of Investor

Relations for TSG, confirms that he never received an email regarding blackout periods
and added "if we don't have a perfect system in piace to extend emaiis to aii empioyees,
we shiould get it done asap”, the Respondents failed to impiement a procedure which
ensured compliance with section 22 of the 2010 and 2014 Disclosure Policies;*

39.52 The 2010 and 2014 Disclosure Policies provides that the "information Officer” is

0
©
I
W

responsible for: (i) developing and implementing the 2010 and 2014 Disclosure Policies;
{il) monitoring the effectiveness of and compliance with these policies: and (iii) informing
TSG's directors, officers and emplovees about these policies;

Until Marsh 30, 2015, the designated Information Qfficer was Sebag or, as an aliernate,
Baazov;"'

39.54 As particularized herein, Baazov intentionally irﬁp!emented and orchestirated the Insider

Trading Scheme during the entire Class Period. As such, not only did Baazov breach the

as appears from pages 1-5 of Exhibits P-23A and P-23B.

"2 as appears from page 4 of Exhibit P-23A and page 5 of Exhibit P-23B.

as appears from section 18 of Exhibits P-23A P-23B.

Srnesre fram fanae 10 af Orhibite D294 ,_.: [ 3 TaY =
g% oonaearg from naoe 10 of Exhiniis P.234 ar o 228
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° as appears from page 8 of ::xhibus r’ 23A and H-25B

* the whole as appears from z:xn!blz P 503. 1‘ 2 filed by the AMF in AMFE v. Baazov ef al., 500-61-435556-

47
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Disclosure Poilicies, but he also failed fo imiplement anid fmochitor compliance with the
2010 and 2014 Disciosure Policies pursuant fo his role as information Officer;

39.55 Sebag also breached his obligations as Information Cfficer under the 2010 and 2014
Disclosure Policies by failing to implement and monitor the effectiveness of and
compliance with the Disclosure Policies;

39.56 In 2015, TSG reviewed its 2014 Disclosure Policy and made numerous changes
approved by the Board;

30.57 TS5G's 2015 Disclosure Policy modifies the role of the "Information Officer”, who is no

longer in charge of the application of the Disclosure Policy. Instead, this responsibility is

given to the "Disclosure Officer” designated by the Disclosure Committee.® The
Disclosuré Conimittee is to be created by TSG and until such time as TSG estdblishes
the Disclosure Committee, the commitiee will be comprised of the members of Board
and of the Corporate Governance Committee, i.e. Gadhia, Goodson and Clark;

30.58 With regard to the 2015 Disclosure Policy, the members of the Disclosure Committes
breached their obligations by failing fo implement and monitor the effectiveness of and
compiliance with the Disciosure Folicy. insofar as no Disciosure Commitiee was crealed,
the members of the Board and of the Corporate Governance Commitiee breached their

obligations by failing to implement and monitor the effectiveness of and compliance with
the 2015 Disclosure Policy;

39.59 Under applicable Securities L egisiation, the Respondents were required to disclose the
inadequacy and ineffectiveness of TSG's Disclosure Policy and that said policy was

+ L by b ni . £ ¢ .
intentionally being breached by senior management. Rather than disclose same, o the

contrary, as of 2015, all of TSG's annual MD&A's contained the follow;ng misstatements
reqarding DC&P and ICFR:

Disclosure Controls and Procedures

The CEQ and CFQ have designed DC&F’, or have caused them to be
designed under their supervision, in order toc provide reasonable assurance
that:

¢ materiai information rejating fo the Corporation is made known io
them by others, particulariy during the period in which the anriuali
filings are being prepared; and

e information reguired to be disclosed in the annual filings. interim

filings or other reports filed or submitted under securities legistation is

recorded, processed, summarized and reported within the time
periods specified in the securilies legislation.

supervision ihe e;:ect-i-“v' &
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December 31, {...]. Based on that evaluation, the CES and CFC conciuded
that DC&P are effective.

Internal Control over Financial Reporting

The CEQ and CFQO have designed ICFR, or have caused them io be
designed under their supervision, in order to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial

statements for external purposes in_accordance with Amaya's accounting

and reporting standards.

The CEO and CFO have evaluated, or caused to be evaluated under their
supervision, the effectiveness of Amaya's I[CFR at the financial vear end
December 31, [...] based ori the criteria set forth by the Commitiee of
Sponsoring Organizations of the Treadway Commission in Internal Control -
Integrated Framework (1992} (COSQO Framework). Based on that evaluation,
the CEO and CFO concluded that ICFR is effective.

There has been no change in Amava's ICFR that occurred during the period
beginning on [...] and ended on |...] that has materially afiected, or is
reasonably likely to materially affect, Amaya's ICFR.*®

39.60 Additionally, as of 2015, all of TSG's quarterly MD&As stated that there were no changes
in TSG's ICFR that materially affected or are reasonably likely to materially affect TSG's

ICFR:*®

At all relevant times during the Class Period, Bazzov and Sebag also certified sl interim
and annual financial siatements, MD&A and AlFs filed during the Class Period and
aitesied to the veracity and fair representation of ail maieriai facts presenied in these

Core Documents;

(9
©
»

-

39.62 Accordingly, at all relevant times. the public was misled to believe that:

a. Baazov and Sebag reviewed the Core Documents;

b. the Core Documents did not conitain any unftrue statements of material facts or

omit to state a materiai fact required to be stated or that was neuessary 0 make a
t t misie ddulq ifn u(jill. of the circumstances under which it was |||duc:,

18]

the Core Documents fairly presented in all material respects the financial condition,
performance and cash fiows of TSG;

0

d. BaaZov and Sebag were responsible for establishing and maintaining DC&P _as

well as ICFR;
“ ag appears from pages 31-32 of Exhibit P-1N and nags 38 of Exhibit P-1W
50;;‘;‘ o o4 P R — | A e e re oy 4 ek A e
as ap 18-18 of Exhibit P-1F pages 24-25 of Exhibil P-1R and pages 24-25 of
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Baazov and Sebag designed DC&P, or caused fo be designed under their

supervision, to provide reasonable assurance that all material information relating

to TSG is made known to them and that information required to be disclosed by

T1SG in its Core Documents or any other document submitted under a_securities -
legislation is recorded, processed, summarized and reported;

o

f. Baazov_and Sebag designed ICFR, or caused to be designed under their
supervision, to provide reasonable assurance regarding the reliability of financial
reportlnq and the preparation of financial statemenis for external purpose in
accordance with TSG's GAAP;

g. Baazov and Sebag evaluated, or caused o be evaluated under their supervision,
the effectiveness of TSG's DC&P and iCFR at the financial year end and that TSG
has disclosed their conclusions régarding the efféctivenass of their DC&P_and
ICFR in its annual MD&A; and

h. Baazov and Sebag disclosed any fraud that involved management or other
emplovees who have a significant role in TSG's ICFR to the Company's auditors
and the Board or Audit Committee:®

The Individual Respondents oversaw the preparation and reporting of all Core
Bocumenis and disclosure io the public and as such, knew or ought to have known of
the violations particularized herein;

Nonetheless, at all relevant times during the Class Period, the Individual Respondents
failed to disclose these material adverse facts as a result of which TSG's securities

. traded gt artificially-inflated prices;

The ineffeciiveness of TSG's internal controis is a maieriai fact under Securities Legisiaiion;

At ali relevant times during the Class Period, the Respondents made public statements and
published and/or allowed the publication of Core and Non-Core Documents that contalned
misrepresentations regarding TSG's internal controls;

Deloitte was appointed as TSG's auditor as of 2014, the whole as appears from page 40 of
Exhibit P-11.. However, Deloitte did not perform an audit of TSG's internal control for 2015
since TSG deliberaiely chose to override this requirement and use the exemption provided io
first time SEC filers;

In June 2015, TSG was listed on the NASDAQ as a resuli of which it became subiect to US
SEC reguiations. These requiations provide that all pubiic companies musi inciude, in their
annual reports, a statement to the effect that the accounting firm that audited the company's
financial statements has issued an attestation report on management's assessment of the
company's ICFR;

ol pears from -pages. 4-5 of T806's annus! finandial

When Deloitte audltéd TSG's ICFR for the first time for the full-vear 2016, it discovered
L
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statements for the year ended December 31, 2016, communicaied herewith as Exhibit P-18.

T1SG therefore failed to maintain effective iICFR, despite certi

the whole as

appears from the 2016 MD&As, communicated herewith as Exhibits P-114, P-117, P-120

and P-123:

The Audit Committee

39.70 TSG established an Audit Committee which, at all relevant times during the Class Period,

was comprised of Clark, Gadhia and Goodson;*

39.71 The Audit Commiltee was established to "assist the Board in fulfiling its oversight

responsibilities with respect to financial reporting";

.53

39.72 In their capacities as members of the Audit Committee, Gadhia, Goodson and Clark had

the following specific responsibilities:

a.

oversee the integrity of TSG's financial statemenis and financial reporting process
including the audit process, TSG's ICFR, DC&P and its compliance with other
reiated laws and regulations:

oversee, review and discuss the adeguacy and effectiveness of TSG's ICFR and
DC&P designed to ensure compliance with applicable laws and requiations and
any significant deficiency or material weakness in ICFR and DC&P;

oversee, review and discuss the risk of management overriding TSG's internal
controls; :

oversee, review and discuss management's compliance with TSG's processes,
procedures and interhal conirois:

review and recommend for approval TSG's audited financial siatements and the
notes and MD&As accompanving these statements, its annual report and any
information contained in a prospectus or information circular;

review TSG's interim financial staiements and the notes and MD&As
accompanving these statements as well as any other disclosure document or
regulatory filing contained or accompanying T5G's financial information; and

review the process and system in place which ensure the reliability of public

disclosures that contain audited and unaudited financial information as well as their
- o [

effectiveness:®*

39.73 The Audit Commiltee was alsc mandated to review and approve all press releases

containing financial information about TSG prior to the same being released:™

coears from page 50 of Exhibit P-1UL
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38.74 Al ali relevant times during the Class Pericd, Gadhia, Goodson and Clark falled io
comply with their dutics and responsibilities as members of TSG's Audit Committee by
improperly overseeing and reviewing points a) to q) above;

39.75 TSG is directly and solidarily liable towards the Class Members for the faults commitied
by the members of the Audit Committee; L

The Corporate Governance, Nominating and Compensation Committee

39.76 At all relevant times during the Class Period, TSG established a Corporate Governance,
Nominating and Compensation Committee ("Corporate Governance Committee”) which
was comprised of Gadhia, Goodson and Clark:*®

39.77 The Corporate Governance Commitiee was responsible for:

a. overseeing and assessing the functioning of the Board and its committees;

b, developing, assessing, recommending, implemsnting effective  cornorate
governance principles;

c. establishing and updating the Code of Conduci;

d. monitoring and reviewing management's monitoring of and compliance with the
Code of Conduct; and

e. as of March 30, 2015, administering the Disclosure Policy:*’

39.78 At all relevani times during the Class Period, Gadhia, Goodson and Clark failed to
comply with their duties and responsibiliies as members of TSG's Corporate
Governance Committee by improperly assessing, and implementing effective corporate
governance principles, by improperly monitoring and reviewing _management's
monitoring _and compliance with the Code of Conduct and bv failing to properly
administer the Disclosure Policy as of March 30, 2015;

39.79 TSG is directly and solidarily liable with all Respondents o the Class Members for the
faults committed by the members of the Corporate Governance Committee;

b o]

i he Compiliance Commitiee

39.80 TSG also established a Compliance Commitlee comprised of Tom Auriemma, Ben
Soave, Goodson, Dr. Zidenberg and Michelle Chatigny, the whole as appears from an
excerpt from TSG's website, communicated herewith as Exhibit P-59;

30.81 At all material times, TSG advised that the Compliance Commitiee "strives to ensure the

good character, honesty and integrity of TSG, ifs subsidiaries and empioyees, and that it

conducts its business affairs in an honest, maral and ethical fashion and in compliance

ArnAnANFLE BEAF mrvantar asensar a eaia aaanes

% Supra, note 51.
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with applicable laws, rules, requiastions and other conditidns_impgséd by applicabie
gaming and related requlatory authorities” as well as fo "protect (...) TSG’s reputation
and prevent it from taking any action that could jeopardize its_existing licenses and
approvals or its ability to obtain any additional ones", as appears from Exhibit P-59;

At all relevant times during the Class Period, the Compliance Committee breached its
duties and responsibilities by failing to ensure that TSG conducts its business affairs in
an_honest, moral and ethical fashion in compliance with applicable laws, rules and

regulations;

TSG is directly and solidarily liable towards the Class Members for the faults committed

_ by the members of the Compliance Committee;

M_i_s;ré:ﬁre'seht’_a_t_ions Regarding the Individual Respondents' Compliance with TSG's Code

of Conduct

39.84

39.85

In 2011, TSG adopted the Code of Conduct established by the Corporate Governance
Commiliee;

In 2012, TSG described its Code of Conduct as foliows:

The Code consiitutes written standards that are designed to deter wrongdoing
and promote: {i) honest and ethical conduct, including the handling of actual or
apparent conflicts of interest between persconal and professional relationships;
(ii} avoidance of conflicis of interest, including disclosure to a director or officer
of the Corporation of any material transaction or relationship that reasonably
could be expected to give rise to a confiict of interest; (iii) full, fair, accurate,
fimely _and understandable disclosure in reports and documents that the
Corporation files with, or submits to, the Canadian securities regulatory
authgrities and in other public communications made by the Corporation; (iv)
compliance with applicable governmental laws, rules and requlations; (v) the
promipt reporting to a director or officer (or if appiopriate, to the Auforité des
marchés_financiers) of violations of the Code; .and (vi) accountability and
responsibility by all directors, officers and employees for adherence to_the
Code. '

The Corporation  monitors compliance with the Code and recommend
disclosures with respect thereto. In addition, the Corporation reviews the Code
with a view of complyving with aill applicable rules and regulations, receiving
reqular reports from management with respect to compliance with the Code,
and satisfying itself that management has esiablished a sysiem to disclose the
Code (and any amendments thereto) to the extent required.

the whole as appears from page 15 of the Management Information Circular dated May
1, 2012, communicated herewith as Exhibit P-8;

On May 12, 2015, T8G pubiished its revised Code of Conduct, which siates that every
employee, officer and dirsctor of TSG and its subsidiaries occupying a position of trust
[Tiust fotiow e Code on, inier afig, the fofiowing issues and must:
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avoid conflicts of interest:

juy]

b. avoid situations whereby they use their status or position with TSG to obtain
nersonal gain in any manner:;

c. avoid using Company confidential information in any improper manner, e.g., being
prohibited from disclosing confidential information or other information;

d.  notify TSG's iegai department of any known breach or conflict of domestic or foreign
laws, customs or social requirements;

e. avoid receiving and giving anvyihing that wouid or be seen ic compromise, their
judgments or inappropriately influence others: and

f. document and record all transactions, including stock transactions, in_accordance
with the Company’s internal control procedures and compliance with all applicable
laws, rules, and regulations;

s appears from TSG's revised Code of Conduci, communicated herewith as
4.

At all relevant times during the Class Period, TSG alleged that it maintained written
standards of ethical conduct that were designed fo promote integrity and deier

wrongdoing;

The foregoing is false and misieading since the Individual Respondents repeatedly and
systematically viclated the above-ciled siandards;

An executive team's comprehensive intentional and ongoing non-compliance with its cods
of conduct is a material fact;

None of the public statements or Core and Non-Core Documents made/published during
the Class Period mentioned the Individual Respondents' non-compliance with its Code of
Conduct. Thus, at all relevant times during the Class Period, the Respondents made public
statements . and_published . and/or . aliowed. the publication of Core and Non-Core’
Documents that contained misrepresentations;

C. Misrepresentations Regarding the AMF investigation
40-41 (...);
42.  As of late-dune 2014, {...) the AMF commenced its Investigation into improper and illegal

stock trading practices concerning {...} TSG’s securities. The targets of the Investigation
were:

a. David Baazov, {...) TSG’s CEQ;
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o

Several brokers working at Manutlife Financial;

e. Stuart Raftus, CEO of Canaccord Genuity Corp.’s Wealth Management Unit;
f. Peter Kirby, a top broker at Canaccord Genulity Corp;

g. Anunnamed broker’s assistant at Canaccord Genuity Corp.; and

h. Approximately 40 unnamed Canaccord Genuity Corp. clients;

Al all relevant times during the Ciass Period, the Respondents made misleading

43.

44,
45.

45.1

statements in reiation to the AMF Investigation and their compliance with Securities
Legislation;

On December 11, 2014, {...) TSG published the foilowing statements:

"To provide clarification on a media report, Amaya Inc. confirmed that the corporation
and ils officers are cooperating with the Autorité des marchés financiers, the securities
regulatery authority in the province of Quebec (the "AMF"), in an investigation with
regards ic trading activities In Amavya's securities surrcunding the corporation's

acquisition of Oldford Group in 2014.

To the corporation's knowledge, this does not involve any allegations of wrong doing by
the corporation."

the whole as appears from the press release, communicated herewith as Exhibit P-4C;

On March 31, 2015, TSG published the following statement:

"On December 11, 2014, Amava anncunced that the corporation and its officers were
cooperating with the Autorité des marchés financiers (the "AMF"), the securities
requlatorv authority in_the province of Quebec, in an_investigation wnth reqards fo

frading activiies in _Amaya socurilies suircunding the corporation’
Oidford Group in 201 The investigation has had no impact on Ama u'u b
operations, emplovees or companies. Amaya thoroughiy reviewed the reievant :

internal_activities around the Oldford Group Acquisition and has found no
evidence of any violation of Cai‘iadmﬁ securities laws or regulations. Nor has the
corporation been provided with any evidence that any executives, directors or
employees have viclated any securities regulations.”

[our emphasis.
the whoie as

S appears from page 3 of the press reiease daied March 31 2015

communicated herewith as Fxhsbs* P-60;
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The Béspoidents knew or should have known that this siatement was misleading sihce
a_reasonable investor would construe it as a confirmation that no illegal conduct was
occurring;

This_statement is also misleading in that it does not specify the nature of the AMF
Investigation and TSG's internal review. Instead, TSG merely indicated that it reviewed
the "relevant internal activities around the Oldford acquisition™:

In the case at hand, the nature of the AMF Investigation (i.e. insider trading and tipping)
is a material fact under the QSA and the Disclosure Policy. As such, TS was required
fo disclose this information in a timely manner, vet fziled to do so:

On April 8, 2015,(...) TSG published the following statements:

"Amava Inc. (TSX;AYA) provided the following statement in response to a_Quebec
court's decision teday to lift the publication ban on the redacted warrant and supporting
affidavit for the search of various entities, including Amaya, in mid-December, 2014 by
Quebec securities requiator, related to its investigation into trading in Amaya securities
leading up fo the annocuncement of Amaya's USD $4.9B acquisition of Oidford Group in

2014:

The release of the redacted documents presents nothing new to Amaya. Amaya has
previously received the redacted affidavit and reviewed its limited contents and did not
contest the court's decision today. It will wait to see the actual unredacted affidavit
but it does not believe there is a reasonable basis for proceedings against
Amaya or its employees.

Ben Scave, retired chief superintendent of the RCMP, a member of Amaya's
compiiance commitiee, and an advisor io the board of direciors since 2012, said: « We
have thoroughly reviewed the relevant internal activities arcund its acquisition of
Oldford Group and have found no evidence of any violation of Canadian
securities [aws or reqgulaticns including tipping and insider trading by CEO David
Baazov and CFO Daniel Sebag. Additionally, the company has not been provided
with _any evidence that any executives, directors, or empioyees have violated any
securilies laws or regulations. »

The ANMF investigaiion has hot resuited in any proceedings and no charges have been
fiied. The compariy is confident that at the end of the investigation, the AMF wii
come fo the same conciusion as Amaya has - that if there were violations of
Canadian securities laws, they were not committed by the Company, officers or
directors.

Certain documentation related to the investigation are and have been sealed by court
order and Amaya has not been able to discuss the details of their contents wi_thout
risking being in contempt of court. This means Amaya has not been and is still not

permitted by the court to comment on individuals named in the investigation

cou duals 1 agtina
documenis.
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Upon request, the coambary has provided redulaiors with a large arount of publicly
aceessible information that occurred in the time period leading up to the transaction,
including the following:

» The Oldford Group transaction was of significant magnitude and scale, with a long
list of external bodies. necessarily apprised of the fransaction prior to iis
anncuncement including gqovernment agencies, justice officials, gaming regulators,
the stock exchange, banks, funds, law firms and consultants.

s From the day before Amaya signed a letter of intent in_January, 2014 fo acquire

- Oldford Group until May 15, 2014, while the company conducted due diligence and
worked with external bodigs, the price. of Amaya's stock declined. The stock price
rose considerably in the week following Amaya's Q1 2014 press release on May
15, in which the corporation stated it had secured new debt that gave it access {0
$300_million which could be used to _support organic growth and/or a strateqic
acquisition. Additionally, the corporation provided its 2014 financial guidance and
announced that it had provided common share purchase warrants to the lender of
the new debt which were priced at $15, approximately double Amava's stock price
at that time.

» Analysts published reports subsequently that noted Amaya's history of acquisitions
and anticipated Amaya was pursuing a transformative acquisition, with one notably
speculating we were looking to buy a poker company to replace the one we had
put up for sale.

Due to this run up, fuelled by speculation from a media report and a nost on a
StocK chalrooimn, Amaya anticipated an investigation and has been fuiliy cooperating
with regulators [...1"

our emphasis.

{...) as appears from Exhibit P-4D);

The Respondents knew or should have known that the statements regarding: (i} TSG's
internal review and its conclusion that no violstion of Canadian securities laws or
requlations had cccurred; and {ii) the fact that the AMFE would surely conclude same are
misleading since a reasonable investor would construe them as a confirmation that no
iieqal conduct was occurring;

TSG's comment regarding the fact that it had "anticipaled an investigation” due to the
scale of the Oldford acquicition is alco a misrepresentation since it leads investors o
believe that the AMF investigation was simply triggered by the magnitude of the Dldford
acquisition. Not onily does this statement give false credibility to TSG's senior
management's actions, but it also undermines the impact of the AMF Investigation and
downplays the sériousness of it;

SG publishied the foliowing siatements:
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"As previcusly anncunced, the Autorilé des marchés financiers (Mthe AMFE™), the
securities requlatory authority in the Province of Quebec, is conducting an investigation
into the trading of Amaya securities surrounding the announcement of the Oldford
Group_acquisition.  The investigation invelves employees of Amavya, including David
Baazov, Chief Executive Officer of the Corporation and Daniel Sebag, Chief Financial
Officer of the Corporation (but not involving any personal trading by such individuals).
The AMF has neither announced any proceeding nor filed any charges.

[

« To date the AMF has neither threatened nor initiated any legal proceedings
against the Corporation or its employees. Amaya has also not been provided with
any evidence that any officers, directors or empioyees have violated securities law or
requlations » said Ben Scave, retired Chief Superintendent of the Royal Canadian
Mounted Police, a member of Amaya's Compliance Committee and an advisor to the
Corporation's Board of Directors since 2012. « Nonetheless, as we previously
announced, the Corporation conducted an _internal review, supervised by its
independent board members with the assistance of external legal counsel, which
thoroughly reviewed the relevant internal activities surrounding the Oldford
-Group acquisition. This review found no evidence of any vioiations of Canadian
securities laws or regulations. »

« Amaya's independent board members have been following the issue closely
and fully support David Baazov, Daniel Sebag and Amaya's management team »

~ said Dave Gadhia, Amava's Lead Director and independent board member, and the
former Executive Vice Chairman and CEQO of Gateway Casinos & Entertainment Inc.
« The corporation is not aware of any reasonabie basis for proceedings against Amaya
or its directors, officers or emplovees. » |[...]

« We have been cooperating with the AMF since the announcement of our acquisition
of Oidford Group, » said Amaya's Chairman and CEQ David Baazov. « I believe that

anv concerns that | or other Al‘l‘lﬂ\lﬂ officarc ar diractors violated anv Canadian

laws are unfounded and we are confudent that at the end of its investigation, the
AMF will come to the same conciusion. »"

lour emphasis.}

as appears from page 2 of Exhibit P-4E;

These statemenis are misleading since a reasonable investor would construe them as a
confirmation that no illegal conduct was occurring;

Furthermore, these statemenis give the false impression that TSG's "thorough” review of
the activities surrounding the Oldford acquisition was performed and supervised by

;mpartlal individuals. However, both TSG's employees and board members have an
|n+nrpc:f in the Comnanv a nnd were hm' nrl at all ralevant times. TS('“C: leqa ! counsal in the

USA, Greenberg Traurig LLP and possibly others were alsc not dis .}lei"-ESied_- if
were. biased as set out below:
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Prior fo joining TSG in January 24 2014 as the Compsghy's new Executive Vice-
President, Corporate Development and General Counsel and Secretary, Goldstein was a
principal shareholder of Greenberg Traurig and the co-chair of the firm's gaming

practice;

According to the AMF, Goldstein would have leaked the potential acquisition of WMS
Industries Inc. by Scientific Games to Baazov who then disclosed this confidential
information to the Inner Circle.”® This allegation was in fact retained by the TMF in its
decision rendered on October 23, 2017:%°

In view of the foregoing, the Respondents improperly vetted and were negligent in
engaging the individuals appointed to perform and supervise the internal review of TSG's
activities surrounding the Oldford acquisition: '

On March 23, 2016, TSG published the following statements:

"The charges related to comrunicating privileged information and involve allegations
relating to a former financial advisor t¢ Amaya and charges relating to influencing or
attempting to influence the market price of Amaya securities_involve allegations relating
to that same advisor and employee. Mr. Baazov denies the allegations against him,
and Amaya believes they are without merit and expects Mr. Baazov will be fully
exonerated.

Amaya does not anticipate the charges will have any impact on the managemeni or
day-to-day affairs of the operating business. [...] Amava will continue to communicate

potential licenses, approvals or parinerships as a result of the allegations against Mr.
Baazov.

« David Baazov has the full support of the independent members of the board, »
said Dave Gadhia, Amaya's Lead Director and independent board member, and the

former Executive Vice Chairman and CEO of Gateway Casinos & Enterfainment inc. «

As noted previously, Amaya conducted an eéxtensive internal review; supervised
by its independent board members with the assistance of external legal counsel
from Osler, Hoskin & Harcourt LLP in Canada and Greenberg Trauria LLP in the
U.S., which thoroughly reviewed the relevant internal activities surrounding the
Oldford Group acquisition. This review found no evidence of any violations of
Canadian securities iaws or requiaiions. The independent members of ihe board
received and reviewed the information and concluded that no aciion should be taken.
We have not been provided with anv new information upon which the AMF’s

allegations of infractions are based. »"

?’? as appears from paras. 122.2-1 3

d 134 of Exhibit P-18.
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9 a¢ appears from paras. 252 256, 265 272-276 and 315-316 of Fxhibit P-24,
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ihe whole as appears from Exhibit P-4F;

Once again, these statements are misleading since a reasonable investor would
construe_ithem _as a confirmation that no illegal conduct was_ocgcurring. They also
wrongfully lend credence to TSG's internal investigation which was supervised by board
members and external legal counsel that were partial and improperly vetied;

On March 29, 20186, (...) TSG published the following statements:

"Subsequent to that announcement [published on March 23, 2016], the Board became
aware of a decision of the Bureau de Decision et de Revision, the administrative
tribunal _in _Quebec that hears certain_AMF applications, which discloses
additional AMF investigations into the alleged conduct of Mr. Baazov and others
which_are beyond the scope of the charges and of the internal investigation
referred to in the March 23rd announcement. While none of these allegations have
been proven, the board takes them seriously and has expanded the mandate of the
Special Committee to investigate these additional matters.”

[our emphasis.]

as appearé from Exhibit P-19;

The statement above demonstrates that TSG's representations that it had done a
"thorough” internal review of the events surrounding the Oldford acqguisition were false
and misleading;

o P R gy - P R s tHan oA

Once 756G made rcplt::bc:lual.'ﬁ"‘a io ihe pubiic and informed invesiors of the pending

AMF Investigation, it had a duty of full disclosure regarding the facts surrounding this
investigation. However, as particularized herein, TSG's statements were materially

misleading;

The core of the AMF Investigation relates to the communication of confidential
information bv insiders fo third parties in order o influence and increase the value of
T5G's securities;

TSGE migled investors by suggesting that the Company was not facing an investigation
that could have a material impact on its business;

The materiality and seriousness of the issues being investigated by the AMF are further
demonstirated by the markel's reaction following the publication of TSG's first press
release addressing the AMFE investigation. The day afier ihe December 11. 2014 press
release, TSG's shares opened at CDN $27.50 which represents a 21%_ decrease in
vaiue compared to the previous morning, as appears from Exhibit P-26;

On various occasions, TSG made statements regarding the Company's .integrity as well
as that of the Rational Group (whose parent comnany is Qldford) which TSG bought in

Teomom .-.I n44
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"Qur_achievements _and this transaction are an affirmation of the hard work,
expertise and dedication of our staff, which | am confident wil contlnue to drive the
company's success. The values and integrity which have shaped this
company are deeply ingrained in its DNA. David Baazov has a strong vision for
the future of Rational Group which will lead the company to new_heights”,
appears from page 2 of Exhibit P-4A:

o

b. "Rational's success is attributable fo the company's core values of integrity,
customer focus, and chalienge. These values are ingrained in the DNA of the
company's staff located across the globe, led by Rational's deep,
experienced executive and leadership teams. We intend for Rational to
maintain this culture and will support its initiatives to continue growing this
world class business.”, the whole as appears from page 1 of the press release
dated August 1, 2014, communlcated herewith as Exhibit P-4B; and

¢. "As a company operating in a heavily requlated industry, Mr. Lewis's experience
will ensure we continue to lead the way in security processes as well as
integrity, which are of crucial importance tc our_customers, as well as

governments and industry partners.", the whole as appears from page 1 of the

press release dated January 1, 2015, communicated herewith as Exhibit P-61;

[our emphasis.]

46.18 TSG had an obligation to disclose the AMF investigation as well as its uncharged
allegations of wrongdoing since the investigation related directly to the Company's
alleged integritv, vet it failed to do so;

46.19 T1SG's Core and Non-Core Documents as well as its pubiic statements misrepresenied
the nature, magnitude and targets of the AMF Investigation, all of which are material

facts;
V. CORRECTIVE DISCLOSURE
47-48.9 (..

49 On March 23, 2016, the AMF published the Corrective Disclosure in which it announced
that it was filing 23 charges (collectively) against David Baazov, Benjamin Ahdoot, Yoel
Altman, Diocles Capital Inc, Sababa Ceonsuiting Inc. and 2374879 Ontario Inc., the whole
as appears from the press release, a copy of which is communicated herewith as Exhibit
P-6;

50. The AMF (...) charged Baazov with insider trading and influencing or attempting to
influence {...) TSG’s stock price between December 2013 and June 2014, the whole as
appears from the “Constats d'infractions” issued by the AMF against David Baazov,
Ben]amln Ahdoot, Yoel Altman, Diocles Capital Inc, Sababa Consulling Inc. and
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So f_ar_, neither (..} TSG nor any of its officers or directors have provided any corrective
disclosures;

CAUSES GOF ACTION

The Applicant, on behalf of the Class Members, advances the following causes of action

against the Respondents:

a. a primary market claim under art. 217 ef seq. QSA ("Primary Market Claim™);

b. a secondary market claim under art. 2254 ef seq. QSA in relation to_the
dissemination of public statements, Core Documents and Non-Core Documents
("Secondary Market Claim") which contained omissions and misstatements of
material facts; and

¢. a civil law claim under art.1457 CCQ for breach of the Respondents' general duty
of diligence owed to all Class Members and for omissions and misstatements of

material facts;

PaY sy,

Primary iiarket Ciaim Under Articie 2i7 ei seq. @SA

During the Class Period, TSG made Offerings in the primary market which included but
were not limited to the filing of a short form base shelf prospectus dated November 30,
2015 which allowed TSG to issue securities up to an aggregate initial offering price of
US $3,000,000,000, the whole as appears from the short form base shelf prospectus,
communicated herewith as Exhibit P-17;

TSG's short form base self prospectus dated November 30, 2015 mcorporates Various
documents by reference, as appears from page 8 of Exhibit P-126, all of which contain
misrepresentations of material fact in that they fail io disclose:

a. Baazov's orchestration and implementation of the Insider Trading Scheme which
involved influencing or attempting to influence the market price of TSG’s securities
and communicating privileged information to third parties;

b. TSG's inadequate or ineffective internal controls, including the Individual
Respondents' violation of TSG's Code of Conduct;

c. TSG's false and m;sleaqu statements about its business. operations, and
prospecis; and

d. the nature, magnitude and targets of the AMF Investigation;

During the Class Period, TSG also issued convertible preferred shargs, common shares
and subscription receipts by way of private placements, as appears from Exhibit P-4A.
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The documents filed by TSG in reiation to ihese private placemenis contained

misrepresentations which atiract statutory liability under the QSA as weli as civil liability
under art. 1457 CCQ,

The foregoing Offerings constitute distributions of securities _in Québec and/or_a
distributions of securities from Québec to persons estabiished outside of Québec:

When this Offerings were made, the Individual Respondehts were directors and officers
of TSG;

As a resuit of these misrepresentations, the Applicant asserts a Primary Market Claim

~under_articles 217, 218 and 221 et seq. of the QSA and,_if necessary, the concordant

provisions of other Securities Legislation, on behalf of all Class Members against the
Respondents;

Secondary Market Claims Under Article 225.4 ef seq. QSA

As set out above, the public statements, Core Documents and Non-Core Documents
disseminated by the Respondents were misleading because they failed to disclose
maierai adverse facis in reiation io:

a. Baazov's orchestration and implementation of the Insider Trading Scheme which
involved influencing or attempting to influence the market price of TSG’s securities
and communicating privileged infermation to third parties;

b. TSG's inadequate or ineffective internal controls, including the Individual

L P T R T v i e o i by sk
Respondenis’ violation of 1 9w's Code of Condudci;

c. TSG's false and misleading statements about its business, operations, and
prospecis; :

d. the nature, magniiude and targets of the AMF Investigation; and

The Secondary Market Claim is asserted in respect of all public statements, Core

Documents and Non-Core Documents which contained the misrepresentations alieged

heregin;

in liaht of ithe Respondenis’ failure io disciose material adverse facis, their poriraval of
TSG's business, affairs and operations was inaccurate and incompleie;

The belief that the Respondents were not engaaged in iilegal activities such as insider

trading underpinned the Applicant's and Class Members' decisions to purchase TSG's

securities;

Had these maferial facts been disciosed, the Applicant and Class Members would not
have purchased TSG securities or would not have purchased them at adificially-inflated

~
iy
o

EriGEs;
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As such, the monetary damages suffered by the Applicant and Class Members are a

direct result of the artificially-inflated price of TSG's securities;

As a result of these misrepresentations, the Applicant asserts a Secondary Market Claiim

under art. 225.4 ef seq. QSA and, if necessary, the concordant provisions of other
Securities Legislation, on behalf of all Class Members against the Respondents;

At a_Ii relevant times during the Class Period, TSG's principal eétablishment is located in
Québec and it carries on business in Québec, as appears from Exhibit P-2; -

At all relevant times during the Class Period, TSG was a reporting issuer in Québec
under art. 68 QSA;

The Respbndents‘ knew or ought to have known that,_at the time of their release, the
public  statements, Core Documents and Non-Core Documents contained
misrepresentations; ‘

The Respondents knew that the public statements, Core Documents and Non-Core
Documenis would be disseminated fo the pubiic who relied on the_se statemenis and

o e o e e
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The Respondents knowingly authorized, permitied and acquiesced to the publication and
dissemination of false and misleading information, thus violating the QSA_and, if
necessary, the concordant provisions of other Securities Legislation;

The Individual Respondents were officers and directors of TSG during the release and
A TRNe LD el

publication of Core Documents and as such, were aware of TSG's DC&P and ICFR _and

privy to the Company's:

a. business and operations;

b. control deficiency reports:

c. financial statement close process, namely iis process documentation, design
assessment and testing of operating effectiveness;

documentation relating to the Company's application of and compliance with the

o.

internai Conirol - integrated Framework issued by the Commiittee of Sponsoring
Organizations of the Treadway Commission ("COSQ"); and

e. ali dogumenis and disciosures fiied under Securities Legisiation:

At all relevant times during the Class Period, the Individual Respondents authorized,
permitted or consented to the release and pubiication of public_statements, Core
Docurients and Non-Core Documents which they knew or ought o have known
contained misrepresentations:
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Civil Claim Under Ardicle 1457 of the CCQ

The Applicant asserts a civil right of action under art. 1457 CCQ, on behalf of himself
and ail Class Members against the Respondents for breach of their generai duty of
diligence owed to all Class Members and for omissions and misstatements_of material
facts;

The Respondents' violations of their duty of diligence are particularized herein;

The Respondents did not fulfill their legal obligations warranted by their special
relationship with the Class Members; '

By _authorizin_g_ , Qerr_nitting and_acguiescing to the publication and dissemination of false
and misleading information by way of press releases and public statements, the

Respondents did not fulfill the leqal obligations warranted by their relationship with the
Class Members as required by iaw;

The Respondents committed a fault which caused significant monetary damages to the
Class Members. The Respondents are solidarily liable to the Class Members;

The Applicant and Class Members relied on the fact that the Respondents' portraval of
TSG's business, affairs and operations were truthful and accurate;

The belief that the Respondents were not engaged in illegal activities such as insider
trading underpinned the Applicant's and Class Members' transactions in TSG securities;

o b

The Appiicant and Ciass Members wouid not have purchased TSG's secuiities hiad they
been aware of the Respondents' misrepresentations and omissions of fact. The same is
true of the Class Members as the Respondents' misrepresentations and omissions of
fact were material;

The negligence, gross negligence, faults, wilful acts and breaches of the Respondents'

duties and applicable laws and regulations were committed in Québec;

Additignally, pursuant to art. 1463 CCQ, TSG is vicariously liable for the faults commitied
bv the Individua! Respondents or anv other officer, director. agent or employee of TSG;

As alleged herein, the Individual Respondents committed a fauit by aliowing the
publication of documents and dissemination of public statements which they knew or
ought to have known contained misrepresentations of material facts. In doing so, the
Individual Respondents breached the duty of diligence owed to the Applicant and Class
Members under art.1457 CCQ;

In exchange for their work as the Company's officers and directors, the Individual

Respondents received compensation by way of salaries and other consideration from
TS,

While performing iheir duties, the individuai Respondents were legaily. uncer the
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The individual Respondents acted unlawfully within_the scope of their duties while at

TSG benefited directly from the Insider Trading Scheme since one of the purposes of
said scheme was to influence and increase the valug of TSG's securities in order to raise
capital and facilitate the Oldford acquisition;

In view of the foregoing, TSG is solidarily liable towards the Class Members for the faulis
committed by the Individual Respondents in the performance of their duties;

Forward-L.ooking Statements

The statutory defence provided for by s.225.22 and 225.23 of the QSA regarding
forward-looking information in_a document does not apply to_any misrepresentations
alleged herein since these misrepresentations related to then-existing facts and
conditions;

Shouild the misrepresentations fall within the scope of forward-looking information,_the

statutory defence nonetheless does not apply since these misrepresentations were not

identified as being forward-looking statements when they were made;

CRITERIA OF ARTICLE 575 CCP

The Facts Alleged Appear to Justify the Conclusions Sought (art.575 (2) CCP)

The (...} Applicant alleges that (...} TSG's Core and Non-Core Documents, published on

._,-.-v---- L3y pfanst

SEDAR “contained m!srepresentatlons of material fact in_light of the facts alleged at
paras. 39.1-46.19 herein:

{..) TSG’s Core Documents were signed by Baazov and Sebag as well as certified
under (...} Forms 52-109F1 and F2, in each case confirming that these documents did
not contain any untrue statement of a material fact or omit to stale a material fact
required to be stated or that is necessary to make a statement not misieading;

All public statements, Core and Non Core Documents pubiished sirnce March 31, 2014
failed o disclose that {..) TSG's Cornoraie Govemnance Commitiee was ineffective,
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negligent or willfully engaging in misieadlnc the market and that it has allowed certain
insiders to manipulate {...) TSG’s securities by using non-public, privileged and
confidential material information;

All public_statements, Core and Non-Core Documents further omitted to disclose that
certam insiders were in violation of (...) TSG’s mandatory Code of Conduct and of (...)
TSG’s mandatory Disclosure {...) Policy;

The (...} Applicant further alleges that (...) TSG’'s Core and Non-Core Documents and
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made {o invesiors arter E*SG quarteriy resuisano responses io investors about the
eonTnancament the ;’.\l\/‘" investigation and naib!!shed during the Class Period,
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contained misrepresentations of material fact since they failed to accurately depict the
nature, magnifude and targets of the AMF Investigation;

The misrepresentations listed in paragraphs (...) 52.1 to 52.38 above, were the result of
the {...) Respondents, lead by Baazov, having hatched and executed a scheme to
manipulate the price of {...) TSG’s securities by engaging, infer afia, in insider trading
with the ultimate goal of artificially inflating the price of (...} TSG’s securities in order to
raise (...) cash (...) to facilitate the Oldford acquisition and sell {...) securities at artificially
high prices;

60-70 (...}

71.

72.

74.1

74.2

(...} At ali relevant times during the Class Period, the Respondents omitted to disclose

and misrepresented material facts regarding TSG's affairs and operations which

artificially increased the value of TSG's securities;

{...) The Respondents knowingly authorized, permitted and acguiesced to the publication

and dissemination of faise and rmisleading information, thus vioia the QSA andg, if

oiatin
necessary, the concordant provisions of other Securities Legislation as well their general
duty of diligence owed to all Class Members;

(...} The Applicant and Class Members bought TSG's securities at artificially-inflated
prices and suffered damages following the publication of the Corrective Disclosure;

f0Y N Nl o N A e dar | L £ [T HE by 4
{.} In light of the sbove, and as particularized hersin, the faults commilled by the

Respondents support the Applicant's and Class Members' clainmis;

The Claims of the Members of the Class Raise Identical, Similar or Related lssues
of Law or Fact (art. 575 (1) CCP)

At all relevant times during the Class Period, the Respondents failed to disclose adverse
material facts thus breaching their obligation to disclose and accurately inform the public

of TSG's affairs under the QSA and other Securities Legislation;

The Class Members' claims, as alleged at paras. 39.1-46.19 and 52.1-52.38 herein,
raise similar and related issues of iaw or fact;

In light of the foregoing, (...) Applicant asks the court to certify the following questions of
fact and law to be dealt with collectively:

a. {..) Did the Resbondents make public statements and publish and/or allow 1o be
published Core and Non-Core Documents that contained omissions of material fact,
materially false and misleading information and/or misrepresentafions within_the

meaning of the OSA, and/or applicable Securities Legislation, for failure to disclose

Tt
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i) Saazov orchesfrated and was GnQGQGd in an insider tradi g scheme by
which he communicated privileged confidential information to third parties in
order_to influence or attempt to influence the market price of TSG’s
securities;

i) TSG had inadequate or ineffective internal controls;

i) TSG’s statements_about its employees', directors' and officer's compliance
with the Code of Conduct were false and misleading;

iv) that TSG’s_statements about _its business, operations, and prospects were
false and misleading and/or lacked a reasonable basis; and

v) TSG's_statements sbout the nature, magnitude and targets of the AMF
Investigation were false and misleading;

if so, which public statements, Core and/or Non-Core Documents contained the
misrepresentations identified above?

4L

{...} Did the Respondenits breach their civil law duties under art. 1457 CCQ7

Tcr

c. (..} Did the Class suffer damages as a result of the Respondents' negligence, gross
negligence, faults, willful acts and breaches of applicable laws and/or regulations? If
so, what damages has the Class sustained?

d. {...) Are the Respondents liable for the damages suffered by the Class? If so, is that
lighility sclidary and if not, which Respondent is liable and for what amount? and

e. {...)is TSG vicariousiy iiabig for the actions of the individuai Respondenis?

76. In addition, the {...) Applicant seeks for this honourable Court to authorize the following
conclusions to the proposed class proceedings: '

GRANT this class action on behalf of the Class;

spondents in respect

idenis;

GRANT the (. ) Applicant's action against the (..

l. i..,_. T N |

of the rights of action asseried against (...} the Re

JRe
spon

CONDEMN the {...) Respondents to solidarily pay to the (...} Applicant and
the Class compensatory damages for all monetary losses;

ORDER collective recovery in accordance with articles 595 to 598 of the
Code of Civil Procedurs;

THE WHOLE with interest and additional indemnity provided for in the Civif
Code of Québec and with full costs and expenses, inciuding expert fees,
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recovery in this action;
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{...} The Composition of the Class Makes it Difficuit or Impracticable To Appiy the

Rules for Mandates To Take Part in Judicial Proceedings on Behalf of Others or
for Consolidation of Proceedings (art. 575 (3) CCP)

77. (...) TSG's authorized share capital consists of an unlimited number of common shares
and 1,139,356 preferred shares;

78. (...) As of March 14, 2016, TSG had a total of 133,784,193 common shares issued and
outstanding and 1,139,249 preferred shares issued and outstanding and convertible into
51,870,339 common shares;

79. (...) TSG's securities are publicly traded on worldwide stock exchanges where the
average trading volumes rise to hundreds of thousands of securities traded daily:

80. (...} There are thousands of investors that could be members of the putative Class and
are likely located throughout the world such that it would be difficult or impracticable to
apply the rules for mandates to take part in judicial proceedings;

D. {...) The Ciass Member Appointed as Representative Applicant Is in a Position To
Properiy Represent ithe Ciass Members {ari. 575 (4] CCF)

81. (...) The Representative Applicant is a Québec resident who has been actively investing
in the market since the late 80’s;

82. {...) The Applicant is a Québec resident:

53. licant is a professional with exiensive commerciai experience;

84.  (..) The Applicant purchased TSG securities during the Class Period and suffered
monetary damages as particularized herein;

85, {...) The Applicant has the resources, knowledge, fime and dedication required to act as
the representative Applicant of the Class and to advance the case on behalf of the
Class;

851 ()

86. (..} The Applicant has no conflict of interest with other members of the Ciass and are
represented by counsel that are experience at litigating shareholders’ claims in class
actions against multinational corporations that list their securities on mulliple exchanges;

87-89(..}%

FOR THESE REASONS, MAY IT PLEASE THE COURT TO:

AUTHORIZE the Class;

MAME Pierre Derome the Class Bepieseniative;
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DECLARE that the foliowing questions of fact and law be dealt with coliectively are:

a.

C.

{...) Did the Respondents make public statements and publish and/or allow to be
published Core and Non-Core Docuimenis that contained omigsions of material
fact, materially false and misleading information and/or misrepresentations within

the meaning of the QSA, and/or applicable Securities Legislation, for failure to
disclose that:

i) Baazov orchestrated and was engaged in an insider frading scheme by

which he communicated ,erwleged confidential information to third parties in

order to influence or attempt to influence the market price of TSG's
securities;

i) TSG hadinadequate or ineffective internal controls;

i) TSG's statements about its employees', directors’ and officer's compliance
with the Code of Conduct were false and mislgading;

iv) that TSG's statementis about its business, operations, and prospects were

[P, -~ [

faise and misieading and/or lacked a reasonable basis; an

v) TSG's statements about the nature, magnitude and targets of the AMF

Investigation were false and misleading;

if so, which public statements, Cére and/or Non-Core Documents contained the
misrepresentations identified above?

.) Did the Respondents breach their civil law duties under art. 1457 CCQ?

(...} Did the Class suffer damages as a result of the Respondents' negligence,

gross negligence, faults, willful acts and breaches of applicable laws and/or

requlations? If so, what damages has the Class sustained?

. 1) Are the Respondents liable for the damages suffered by the Class? If so, is

that liability solidary and if not, which. Respondent is Jiable and for what amount?

AUTHQORIZE the class action proceedings to seek the following conclusions:

GRANT this class action on behalf of the Class;

GRANT the {...) Applicant’s action against the (...} Respondenis in
respect of the rights of action asserted against {...) the Respondents;

to soiidarily pay to the {._} Applicant and ihe
a!! monetary losses;

CONDEMN the {...) Respondenis
Class compens“tor\,_f damages for
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ORDER collective recovery in accordance with articles 585 to 588 of the Code

of Civif Procedure;

THE WHOLE with interest and additional indemnity provided for in the Civil
Code of Québec and with full costs and expenses, including expert fees, notice
fees and fees relating to administering the plan of distribution of the recovery in
this action; '

AUTHORIZE these class action proceedings under section 225.4 of the Québec
Securities Act; :

APPROVE the notice to the members of the Class in the form to be submitted to the
Court;

ORDER the publication of the notice to the members of the Class no later than (...)
forty-five days after the date of the judgment authorizing the class proceedings;

ORDER that the deadline for a member of the Class to exclude themselves from the
Class action proceedings shall be sixty (60) days from the publication of the notice to
the members of the Ciass;

THE WHOLE WITH COSTS including experts’ fees and all costs related to the publication of the
notices to Class Members.

MONTREAL, this 25% day of Juiy, 2018

FAGUY & CO. BARRISTERS & SOLICITORS INC.
Attorneys for the Applicant
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