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SUNSTONE OPPORTUNITY FUND

LIMITED PARTNERSHIP
(the “Limited Partnership”)

SRAI CAPITAL CORP.

(the “Debenture Issuer”)
(hereinafter collectively called the “Issuers’)

Sunstone

Minimum: $2,500,000 (200 Units)
Maximum: $20,000,000 (1,600 Units)
$12,500 per Unit
(the" Offering”)

This Prospectus qudlifies the distribution of up to 1,600 units (each a “Unit") at a price of $12,500 per
Unit. Each Unit is comprised of one unit of the Limited Partnership (an “LP Unit") having a price of
$2,500, and one Series A Debenture (a “Debenture’) of the Debenture Issuer in the principal amount of
$10,000, maturing on February 28, 2009. The Debentures bear interest at a rate of 9% per annum,
payable quarterly in arrears on the 15th day after the end of each calendar quarter, commencing July 15,
2004.

Agent’ s Discounts

Priceto Public'? or Commissions® Proceeds to | ssuer®
Per Unit
Per LP Unit $2,500 $200 $2,300
Per Debenture® ® $10,000 $800 $9,200
Minimum Offering®
200 LP Units $500,000 $40,000 $460,000
200 Debentures™® $2,000,000 $160,000 $1,840,000
M aximum Offering
1,600 LP Units $4,000,000 $320,000 $3,680,000
| 1,600 Debentures™® $16,000,000 $1,280,000 $14,720,000
@ The price to the public was determined arbitrarily by the Limited Partnership and the Debenture | ssuer.
@ The promoter of this Offering, Sunstone Realty Advisors Inc., will co-ordinate the placement of the Units

through the Agent and sub-agents in the various jurisdictions where the Units are offered for sale. Sales
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commissions and fees will be paid to the Agent and any sub-agents in connection with this Offering, at a
rate equal to 8% of the purchase price of the LP Units and the Debentures. In addition, the Agent is entitled
to receive an advisory fee of $25,000. As a further incentive to the Agent, the General Partner may assign
up to 25% of its Incentive Management Interest to the Agent, who in turn may assign all or part of such
interest to sub-agents effecting sales of Units. Aswell, the General Partner has agreed to pay to the Agent,
on a quarterly basis, a trailer fee equal to 1/6" of the quarterly asset management fee paid to the General
Partner pursuant to the General Partner Services Agreement. The Agent may assign all or part of the trailer
fee to sub-agents effecting sales of Units. (Refer to “Plan of Distribution — Agency Agreement” on page 34
herein for further particulars.)

@ Before deduction of the balance of the expenses of the Offering estimated at $300,000.

@ The proceeds raised by the Debenture Issuer from the issuance of Debentures will be loaned to the Limited
Partnership by way of the Debenture Issuer Loan. (Refer to “Description of Business of the Issuers —
Debenture Issuer Loan” on page 6 for further particulars on the Debenture Issuer Loan.) Therefore, all
proceeds of this Offering, net of expenses, will ultimately be used by the Limited Partnership in the
purchase, ownership and operation of the Properties.

® The Debentures will be qualified for investment by a registered retirement savings plan (“RRSP”) and
similar plans under the income tax laws of Canada. (Refer to “Experts — Income Tax Conseguences’ on
page 40 herein for further particulars.)

© Therewill be no closing unless a minimum of 200 Units are sold not more than 90 days after the date of the
receipt for the Final Prospectus (as hereinafter defined).

Thisisablind pool Offering. Although the General Partner expectsthat the available net proceeds
of the Offering will be applied to purchase one or more Properties, the specific Propertiesin which
the Limited Partnership will invest have not yet been determined. In any event, if the maximum
Offering of 1,600 Units is sold, the General Partner expects to cause the Limited Partnership to
apply approximately $18,100,000 (i.e. approximately 90.5% of the gross proceeds of the Offering)
to the purchase price and other acquisition costs of one or mor e Properties (including the Financing
Fees payable to the General Partner upon the closing of any Property acquisitions), and to the
creation of working capital reserves and reserves for renovations and upgrades. If only the
minimum Offering of 200 Units is sold, the General Partner intends to cause the Limited
Partnership to apply approximately $2,148,000 (i.e. approximately 85.9% of the gross proceeds of
the Offering) to the purchase price and other acquisition costs of one or more Properties (including
the Financing Fees payable to the General Partner), and to the creation of working capital reserves
and reservesfor renovations and upgrades.

Thereis no market through which these securities may be sold and purchasers may not be able to
resell securities purchased under this Prospectus.

An investment in the securities offered by this Prospectus must be considered speculative as the
securities are subject to certain risk factorsas set out under the heading “ Risk Factors’ on page 35
herein. An investment in Unitsis appropriate only for investors who have the capacity to absorb a
loss of someor all of their investment.

Given the uncertainties involved in connection with predicting the Limited Partnership’s annual earnings
and debt servicing requirements, it is impossible to determine the amount of earnings that the Limited
Partnership will require to attain an earnings coverage ratio of one-to-one. The Debenture Issuer was
incorporated on March 4, 2003, and has not had any earnings to date. The Debenture Issuer will require
$1,505,920 in earnings to attain an earnings coverage ratio of 1.05 to 1.00, based on the certain
assumptions discussed in more detail under the heading “Earnings Coverage Ratios’ on page 17 herein.

The directors of the Issuers are subject to various potentia conflicts of interest arising from the

relationships among and between each of them and their affiliates. (Refer to “Directors and Officers —
Potential Conflicts of Interest (Directors and Officers)” on page 32 herein.)
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While the LP Units should not constitute “tax shelter investments,” the Promoter has nevertheless
obtained a tax sheter identification number for the Limited Partnership. The tax shelter
identification number is TS068965. The tax shelter identification number shall be included in any
tax return filed by a Limited Partner. The issuance of an identification number by CCRA is for
administrative purposes only and does not in any way confirm that the Limited Partners will be
entitled to the tax benefits described herein. (Refer to “Experts — Income Tax Consequences — Tax
Shelter Rules’ on page47 herein for further particulars.)

No person is authorized by the Issuers to provide any information or to make any representation other
than as contained in this Prospectus in connection with this issue and sale of the securities offered by the
Issuers.

The Units offered hereunder are offered on a “best efforts’ basis in the provinces of British Columbia,
Alberta, Saskatchewan, Manitoba and Ontario until October 29, 2004 by Dundee Securities Corporation
(the “Agent”), as agent, subject to: (a) prior sae, if, as and when issued and ddivered by the Genera
Partner on behaf of the Limited Partnership in respect of the LP Units and by the Debenture Issuer in
respect of the Debentures in accordance with the conditions of the Agency Agreement referred to in “Plan
of Digtribution” on page 34 herein; and (b) the approval of certain legal matters by Clark, Wilson,
Vancouver, British Columbia on behalf of the Limited Partnership and the Debenture Issuer, and the
approval of certain legal matters by Fraser Milner Casgrain LLP on behalf of the Agent. Dundee
Securities Corporation may enter into co-brokerage/selling group agreements with other investment
dedlers to market the Units offered hereunder.

Registration and transfers of Units, and of the underlying L P Units and Debentures, will be effected
only through the book entry only system administered by The Canadian Depository for Securities
Limited (“CDS’). A purchaser of Units will receive only customer confirmation from the
registered dealer which is a CDS participant and from or through which Units are purchased.
Beneficial owners of Units, and of the underlying L P Units and Debentures, will not have the right
to receive physical certificates evidencing their ownership of such securities. See “Plan of
Distribution” on page34 herein.
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FORWARD-LOOKING STATEMENTS

This Prospectus includes forward-looking statements with respect to the Issuers, including their
respective business operations and strategy, and financial performance and condition. These statements
generdly can be identified by the use of forward-looking words such as “may”, “will”, “expect”,
“intend”, “plan”, “estimate”’, “anticipate’, “believe’ or “continue’, or the negative thereof, or smilar
variations. Although management of each of the Issuers believes that the expectations reflected in such
forward-looking statements are reasonable and represent the relevant Issuer’s interna projections,
expectations and belief at this time, such statements involve known and unknown risks and uncertainties
which may cause a particular Issuer's actua performance and results in future periods to differ
materially from any estimates or projections of future performance or results expressed or implied by
such forward-looking statements. Important factors that could cause actual results to differ materialy
from a particular Issuer’ s expectations include, among other things, the availability of suitable Properties
for purchase by the Limited Partnership, the availability of mortgage financing for such Properties, and
general economic and market factors, including interest rates, business competition, changes in
government regulations or in tax laws, in addition to those factors discussed or referenced in the “Risk
Factors’ section. (See “Risk Factors’” commencing on page 35 herein.)
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PROSPECTUS SUMMARY

The following is a summary of the principal features of this distribution and should be read together with
the more detailed information and financial data and statements contained elsewhere in this Prospectus.
Referenceis made to the “ Glossary of Terms’ for the meanings of defined terms used in this summary.

Businesses: The Generd Partner is a company engaged in identifying real estate
investment opportunities. In order to take advantage of such investment
opportunities, the General Partner has established the Limited Partnership
for the purposes of owning and operating a diversified portfolio of high
quality income-producing commercia rea estate Properties in Canada
(or proportionate interests in such Properties).

The Debenture Issuer is a company established to purchase, own and
operate interests in income-producing and other real estate properties, or
the making of loans in respect of such properties. The Debenture Issuer’s
long-term objective in terms of the Debentures is to earn and distribute to
the Debentureholders interest income from the Debenture Issuer Loan.

The Offering: The Offering conssts of a minimum of 200 Units and a maximum of
1,600 Units, at a price of $12,500 per Unit.

Each Unit consists of one LP Unit of the Limited Partnership having a
price of $2,500, and one Debenture of the Debenture Issuer in the
principal amount of $10,000 maturing on February 28, 2009. The
Debentures bear interest at a rate of 9% per annum, payable quarterly in
arears on the 15th day after the end of each calendar quarter,
commencing July 15, 2004. (Refer to “Plan of Distribution” on page 34

herein.)

Plan Of Distribution: Sunstone Redlty Advisors Inc. will co-ordinate the placement of the
Units through the Agent and sub-agents in the various jurisdictions where
the Units are offered for sale.

There will be no closing unless a minimum of 200 Units are sold. The
distribution under this Offering will not continue for a period of more
than 90 days after the date of the Receipt for the Final Prospectus if
subscriptions  representing the minimum number of Units are not
obtained within that period, unless each of the persons or companies who
subscribed within that period consents to the continuation. During such
90-day period, funds received from subscriptions will be held by the
Agent in trust.

Sales commissions and fees will be paid to the Agent at a rate equa to
8% of the purchase price of the LP Units and the Debentures. In
addition, the Agent is entitled to receive an advisory fee of $25,000. Asa
further incentive to the Agent or any sub-agents, the General Partner may
assign up to 25% of its Incentive Management Interest to the Agent, who
in turn may assign all or part of such interest to sub-agents effecting sales
of Units, such assgnment to be made on a basis determined by the
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Use Of Proceeds:

M anagement:

Risk Factors:

Genera Partner. As well, the General Partner has agreed to pay to the
Agent, on a quarterly basis, a trailer fee equal to 1/6" of the quarterly
asset management fee paid to the General Partner pursuant to the General
Partner Services Agreement. The Agent may assign al or part of the
trailer fee to sub-agents effecting sales of Units. (Refer to “Plan of
Distribution” on page 34 herein.)

Assuming that the maximum Offering of 1,600 Units is sold, the gross
proceeds to the Issuers will be $20,000,000. The gross proceeds of this
Offering, plus estimated Mortgage Loans in the aggregate principa
amount of $46,016,949 will be used to: pay the estimated aggregate
purchase price of, as yet unidentified Properties of $61,355,932; pay due
diligence and documentation costs relating to the purchase of such
Properties of $1,227,119; pay Agent's commissons and fees of
$1,600,000; pay estimated third party offering expenses of $300,000;
create reserves for renovation and upgrading of such Properties of
$306,779; create reasonable working capital reserves for such Properties
of $306,780; and pay the aggregate Financing Fee of $920,339.

Assuming that the minimum Offering of 200 Units is sold, the gross
proceeds to the I ssuers will be $2,500,000. The aggregate gross proceeds
of this Offering, plus estimated Mortgage Loans in the aggregate
principal amount of $5,466,102 will be used to: pay the estimated
aggregate purchase price of one or more, as yet unidentified Properties of
$7,288,136; pay due diligence and documentation costs relating to the
purchase of such Properties of $145,763; pay Agent’s commissions and
fees of $200,000; pay estimated third party offering expenses of
$150,000; create reserves for renovation and upgrading of such
Properties of $36,440; create reasonable working capital reserves for
such Properties of $36,441; and pay a Financing Fee of $109,322. (Refer
to “Use of Proceeds’ on page 10 herein.)

The Genera Partner’s directors and officers are Steve Evans and Darren
Latoski. The Debenture Issuer’s directors and officers are Steve Evans
and Darren Latoski. The Limited Partner is managed by the General
Partner and does not have a board of directors. (Refer to “Directors and
Officers’ on page 27 herein.)

These securities are speculative in nature. Investors should consider the
following risk factors before purchasing Units.

This is a Blind Pool Offering; Reliance on General Partner and its
Management— Although the General Partner expects that the available
net proceeds of the Offering will be applied to purchase one or more
Properties, the specific Properties in which the Limited Partnership will
invest have not yet been determined. Depending on the return on
investment achieved on the Properties that may be acquired by the
Limited Partnership, the Limited Partners return on their respective
investments in the Units will vary. Prospective purchasers assessing the
risks and rewards of this investment should appreciate that they will, in
large part, be relying on the good faith and expertise of the Genera
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Partner and its principals, Darren Latoski and Steve Evans.

No Market for Units or the Underlying Securities — There currently is no
market for the Units, or for the underlying LP Units and Debentures, and
it is expected that there will be no market for the Units, the LP Units or
the Debentures.

Less than Full Offering — There can be no assurance that this Offering
will be completely sold out.

Risks of Real Estate Ownership — Investment in rea edtate is subject to
NUMErous risks.

Financing Risks — There is no assurance that the Limited Partnership will
be able to obtain sufficient Mortgage Loans to finance the acquisition of
Properties on commercialy acceptable terms or at all. There is adso no
assurance that any Mortgage Loans, if obtained, will be renewed when
they mature. In the absence of mortgage financing, the number of
Properties which the Limited Partnership is able to purchase will decrease
and the projected return from the ownership of Properties may be reduced.

The Limited Partnership may not be able to generate sufficient funds
through the operation of the Properties to make the payments of principal
and interest due on the Mortgage Loans, and, upon default, one or more
Lenders could exercise its rights including, without limitation, foreclosure
or sale of the Properties.

Potential Liability Under Environmental Protection Legisation — Under
various environmental and ecologica laws, the Limited Partnership could
become liable for the costs of remova or remediation of certain
hazardous or toxic substances that may be released on or in one or more
of the Properties or disposed of at other locations. The failure to deal
effectively with such substances, if any, may adversely affect the Limited
Partnership’s ability to sell such a Property or to borrow using such
Property as collateral, and could potentially aso result in clams against
the Limited Partnership by private parties.

Uninsured Losses — The Genera Partner will arrange for comprehensive
insurance of the type and in the amounts customarily obtained for
properties similar to those to be owned by the Limited Partnership and
will endeavour to obtain coverage where warranted against earthquakes
and floods. However, in many cases certain types of losses are either
uninsurable or not economically insurable.

Limited Liability — Limited Partners may lose their limited liability in
certain circumstances.

Limited Redemption Rights — If, in any given year, the Issuers receive
notices requiring the Issuers to redeem a number of Unitsin excess of 5%
of the total number of Units issued by the Issuers, or if insufficient funds
are available to redeem the number of Units in respect of which a request
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for redemption has been made, then the redemption of Units in that year
will be made on aprorata basis. The number of Units redeemed will be
limited to the lesser of 5% of the total number of Units issued by the
Issuers and that number of Units for which funds are determined to be
avalable. Therefore, there can be no assurance that Investors will be
able to redeem their Units when they wish to do so. (Refer to
“Description of the Securities Distributed — Terms — Limited Redemption
Rights’ at page 22 herein for further particulars.)

Revenue Shortfalls — Revenues from the Properties may not increase
sufficiently to meet increases in operating expenses or debt service
payments under the Mortgage Loans or to fund changes in any variable
rates of interest charged in respect of such loans.

Tax Matters — The tax treatment of rea estate activities and of the
Limited Partnership has a material effect on the advisability of
investment in the Units. (Refer to “Experts — Income Tax
Consequences’ on page 40 herein.)

Net Worth of the General Partner — The Generadl Partner, which has
unlimited liability for the obligations of the Limited Partnership, has no
material net worth. If the Limited Partnership is not able to generate
sufficient funds to meet its obligations, the General Partner will be
exposed to bankruptcy or insolvency, which could prevent the General
Partner from implementing the Limited Partnership’s business strategy.

Additional Contributions — The Limited Partnership Agreement provides
that the Genera Partner may, if authorized by Specia Resolution, request
that additional capital contributions be made by Limited Partners.

Reliance on Property Management — The General Partner will not have
the management personnel to manage the Properties, but will rely upon
independent management companies to perform this function. The
employees of the management companies will devote so much of their
time to the management of the Properties as in their judgement is
reasonably required and may have conflicts of interest in alocating
management time, services and functions among the Properties and their
other development, investment and/or management activities.

No Independent Liability to Repay Debentures — The Debenture |ssuer
will not be independently liable for the payment of interest or the
repayment of the Debentures and no recourse will be available to the
assets of the Debenture Issuer other than its interest in the Debenture
Issuer Loan.

For a more complete discusson of the risks associated with an
investment in Units, refer to “Risk Factors’ commencing on page 35
herein, and dso to “Directors and Officers — Potential Conflicts of
Interest (Directors and Officers)” commencing on page 27 herein.
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Summary Financial
I nfor mation:

Included in this Prospectus are: audited financia statements of Sunstone
Opportunity Fund Limited Partnership for the year ended December 31,
2002 and for the period from formation on December 21, 2001 to
December 31, 2001; unaudited financia statements of Sunstone
Opportunity Fund Limited Partnership for the ten month period ended
October 31, 2003; audited financia statements of SRAI Capital Corp. for
the period from incorporation on March 4, 2003 to October 31, 2003;
audited financial statements of Sunstone Realty Advisors (Canada) Inc. for
the year ended December 31, 2002 and for the period from incorporation
on November 6, 2001 to December 31, 2001; and unaudited financial
statements of Sunstone Redlty Advisors (Canada) Inc. for the ten month
period ended October 31, 2003.
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GLOSSARY OF TERMS

Certain terms and abbreviations used in this Prospectus are defined below:

(@

(b)
(©)
©
(€)
(f)

()]
(h)

()

0)

)

()

(m)

(n)

©)

“ Agency Agreement” means an agreement dated as of December 1, 2003 between the Issuers and
the Agent;

“ Agent” means Dundee Securities Corporation;

“ Alberta Act” means the Securities Act (Alberta);

“BCACct” meansthe Securities Act (British Columbia);

“Debenture | ssuer” means SRAI Capita Corp., a closaly-held British Columbia company;

“Debenture Issuer Loan” means a loan from the Debenture Issuer to the Limited Partnership in
an amount equal to the net proceeds from the issuance of the Debentures, the proceeds of which
will be used by the Limited Partnership for the financing, purchase, ownership and operation of
the Properties;

“Debentureholders’ means holders of record of any Debentures;

“ Debentureholders Agreement” means the agreement between the Debenture Issuer and each of
the Debenturehol ders setting out the interest, rights and obligations of Debentureholders,

“Debentures” means Series A Debentures issued by the Debenture Issuer, each in the principal
amount of $10,000 maturing on February 28, 2009 and bearing interest at a rate of 9% per annum,
payable quarterly in arrears on the 15th day after the end of each calendar quarter, commencing
July 15, 2004,

“Disposition Fee” means a fee in the amount of 1.5% of the gross sales price of a Property
payable to the General Partner in consideration of the General Partner negotiating and finaizing
the sale of such Property on behalf of the Limited Partnership;

“ Effective Date” means the date a fina receipt for the Prospectus is issued by the Securities
Commissions,

“Final Prospectus’ means the fina version of this Prospectus which will be filed by the Issuers
with the Securities Commissions,

“Financing Fee” means a fee payable to the General Partner for financing services, in an amount
equal to 1.5% of the gross purchase price of a Property, and payable to the General Partner upon
the completion of the purchase of each Property;

“General Partner” means Sunstone Redty Advisors (Canada) Inc., a closely-held British
Columbia company;

“General Partner Services Agreement” means an agreement dated as of December 1, 2003
between the Limited Partnership and the Genera Partner pursuant to which the General Partner
has agreed to provide certain services to the Limited Partnership;
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“GST” means the goods and services tax imposed under Part IX of the Excise Tax Act (Canada),
or, if the context requires, any similar sales or value added tax;

“Incentive Management | nterest” means an alocation and distribution to be made, subject to the
payment of the Limited Partners Minimum Return, to the Genera Partner from the Limited
Partnership in an amount equal to 20/80ths of the total to the date of such alocation and
distribution of (&) the total payments made to Limited Partners in respect of the Limited Partners
Minimum Return, and (b) the interest paid on the Debenture Issuer Loan, thereby providing the
Generd Partner with a 20% share of the total of the interest paid on the Debenture I ssuer Loan and
the amounts allocated and distributed to the Limited Partners by the Limited Partnership up to such
date;

“Income Share’” means an dlocation of the Limited Partner’s proportionate share of the income
or loss of the Limited Partnership, subject to certain adjustments which may be made by the
Genera Partner to ensure afair allocation of income and expenses on a cumulative, proportionate
bass;

“Initial Limited Partner” means SRA First Partner Ltd., a British Columbia company;

“Issuers’ mean collectively, Sunstone Opportunity Fund Limited Partnership and SRAI Capita
Corp.;

“Knightsvood” means Knightswood Financid Corp., a company incorporated under the
Company Act (British Columbia) whose common shares are listed for trading on the TSX Venture
Exchange, and which is a arm’s length to SRAI and the Limited Partnership;

“Lender” means alender and mortgagee of any of the Mortgage Loans;
“Limited Partners’ means holders of record of any LP Units;

“Limited Partners Minimum Return” means a minimum return to the Limited Partners of 9%
per annum, cumulative but not compounded, calculated on the Limited Partners Net Equity in
the Limited Partnership;

“Limited Partnership” means Sunstone Opportunity Fund Limited Partnership, a British
Columbia limited partnership;

“Limited Partnership Agreement” means the amended and restated limited partnership
agreement between the Genera Partner, SRA Firgt Partner Corp. and al persons who subscribe
for LP Units establishing the Limited Partnership;

“LP Units’ means units in the capital of the Limited Partnership, issued pursuant to the terms of
the Limited Partnership Agreement;

“Mortgage Loans’ means one or more mortgages on the Properties to be granted by the Limited
Partnership (or, if a Property is held by a nominee entity on behalf of the Limited Partnership, by
such entity) to one or more Lenders, the proceeds of which will be used to finance the purchase,
ownership and operation of such Properties,
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“Net Asset Value” means the greater of: () the total gross cash proceeds from this Offering; and
(b) the total purchase price of the Properties including all fees and expenses and cash reserves,
less the outstanding Mortgage L oans;

“Net Equity” means the cash paid by a Limited Partner in respect of his, her or its LP Units,
being $2,500 per LP Unit, less the aggregate of any distributions made to the Limited Partner
arising from a capital transaction, such as a refinancing, sale or expropriation of a Property, or the
receipt of insurance proceeds,

“Net Receipts’” means the net cash distributions made to Limited Partners by the Limited
Partnership;

“Offering” means the offering of a minimum of 200 Units at a price of $12,500 per Unit for
gross proceeds of $2,500,000 and a maximum of 1,600 Units at a price of $12,500 per Unit for
gross proceeds of $20,000,000;

“ Offering Price’” means $12,500 per Unit;

“Ontario Act” meansthe Securities Act (Ontario);

“Property” means one of the Properties;

“Properties’ means the lands and premises purchased, owned and operated by the Limited
Partnership, or interests therein;

“Prospectus’ means this prospectus and any amendments thereto;
“Purchaser” means the purchaser of a Unit;

“Qualifying Provinces’ means the provinces of British Columbia, Alberta, Saskatchewan,
Manitoba and Ontario;

“Receipt” means a mutua reliance review system (MRRS) decision document issued by or on
behalf of a Securities Commission for the Final Prospectus pursuant to National Policy 43-201,
and each receipt issued for the Final Prospectus by a Securities Commission that opts out of the
MRRS system;

“Securities’ means the Units, the LP Units and the Debentures being offered pursuant to this
Offering;

“ SecuritiesCommission” means any one of the Securities Commissions;

“Securities Commissions’ means, collectively, the securities commission or other securities
regulatory authority in each of the Qualifying Provinces,

“Special Resolution” means a resolution approved by not less than 75% of the votes cast by
those Limited Partners who vote in person or by proxy at a duly convened meeting of Limited
Partners, or a written resolution signed by Limited Partners entitled, in the aggregate, to not less
than 75% of the aggregate number of votes of the Limited Partners;

“SRAI” means Sunstone Realty Advisors Inc., a closely-held British Columbia company, and the
promoter of this Offering;
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(tt) “Tax Act” means the Income Tax Act (Canada), as amended from time to time; and
(uu)  “Units’ means a minimum of 200 units and a maximum of 1,600 units to be offered by the

Issuers pursuant to the Prospectus, and each such unit consisting of one LP Unit and one
Debenture.
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1. CORPORATE STRUCTURE
11 Name and | ncor por ation

Limited Partnership

The Limited Partnership was formed under the name “CIPC Project (No. 3) Limited Partnership” by a
certificate filed pursuant to the Partnership Act (British Columbia) on December 21, 2001 under number
314320 - 01. The Limited Partnership changed its name to “Sunstone Opportunity Fund Limited
Partnership” by an amended certificate registered pursuant to the Partnership Act (British Columbia) on
November 20, 2003.

The head office and address for service of the Limited Partnership is located at 600 — 1040 West Georgia
Street, Vancouver, British Columbia, V6E 4H1. The Limited Partnership’s registered and records office is
located at 800 — 885 West Georgia Street, Vancouver, British Columbia, V6C 3H1.

The General Partner

The genera partner of the Limited Partnership is Sunstone Redlty Advisors (Canada) Inc., which was
incorporated under the name “636812 B.C. Ltd.” pursuant to the Company Act (British Columbia) on
November 6, 2001, under incorporation number 636812. The Genera Partner changed its name to
“Sunstone Redlty Advisors (Canada) Inc.” on November 20, 2003.

The head office and address for service of the Genera Partner is located at 600 — 1040 West Georgia Strest,
Vancouver, British Columbia, V6E 4H1. The Generd Partner’s registered and records office is located at
800 — 885 West Georgia Street, Vancouver, British Columbia, V6C 3H1.

The Debenture | ssuer

The Debenture Issuer was incorporated under the name “665126 B.C. Ltd.” pursuant to the Company Act
(British Columbia) on March 4, 2003, under incorporation number 665126. The Debenture Issuer
changed its name to “SRAI Capital Corp.” on November 20, 2003. The Debenture Issuer is a subsidiary
of Knightswood, a public company which is at arm’s length to SRAI and the Limited Partnership.

The head office and address for service of the Debenture Issuer islocated at 600 — 1040 West Georgia Strest,
Vancouver, British Columbia, V6E 4H1. The Debenture Issuer’s registered and records office is located at
800 — 885 West Georgia Street, Vancouver, British Columbia, V6C 3H1.

1.2 I nter cor por ate Relationships

The following chart sets forth the relationships among the General Partner, the Limited Partnership, the
Debenture Issuer and SRAI, each entity having been organized under the laws of the Province of British
Columbia. The chart dso illustrates the means by which funds invested by the public under this Prospectus
flow through to the Limited Partnership.
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Investment Structure

Purchasers =0t s s — i — e n— - — - — - — — ¥
Series A Debenture @ '
$10,000 Cash |
A (RRSP/RRIF Eligible) i
' [
Darren Triple E i i
Developments Ventures . .
Inc.(® Inc.@ Limited Partnership Unit @) l I
Cash $2,500 : !
. |
50% 50% ! i
! Security Interest i
' [
Voting Common Shares L ! i
| | i
! |
Sunstone Realty Advisors N ' Knightswood Sunstone Realty !
(Canada) Inc. SRA lF'r.St _Pa(\jnner Ltd',, | Financial Corp. Advisors Inc. |
("General Partner") (‘Initial Limited Partner) | ("Knightswood") ("SRAI") |
! i
i | | i
Initial Limited® i 51% 49% :
Partner's Interest . !
Gen‘eral ®) w_ |
Partner's Interest 'S N
~ |
‘oL I
Sunstone Opportunity ~. H
. Fund Limited Partnership S d |
— Mor[g:g(;~ ("Limited Partnership") Ge;eral Security i
Loans — . _Agreement ] .
; |
SRAI Capital Corp. '
Third-Party Lenders ("Debenture Issuer") —-—-—-
Morigages on "7 Debenture Issuer Loan @ |
Properties —
. All entities are incorporated
Properties -
to be Acqpired faws f Brith Columbia
Notes
@ Darren Latoski isthe sole director, officer and shareholder of Darren Developments Inc.
@ Steve Evansis the sole director, officer and shareholder of Triple E Ventures Inc.
& The terms and conditions attaching to each Limited Partnership Unit are summarized in “ Description of the
Securities Distributed — Terms — Limited Partnership Units” at page 18 herein.
@ The terms and conditions attaching to each Debenture are summarized in “Description of the Securities
Distributed — Terms— Debentures’ at page 21 herein.
® The General Partner has made a capital contribution of $10 to the Limited Partnership, and has no further

obligation to contribute capital. The General Partner is entitled to receive .005% of the net income or net
losses of the Limited Partnership to a maximum of $100 per annum plusits Incentive Management I nterest.
(Refer to “Description of the Securities Distributed — Terms — Limited Partnership Units’ at page 18
herein.) The General Partner has also agreed to provide certain services to the Limited Partnership
pursuant to the General Partner Services Agreement, as described in more detail under the heading
“ Executive Compensation — Management Agreements” on page 33 herein.
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© The Initial Limited Partner has made a capital contribution of $10 to the Limited Partnership, and has no
further obligation to contribute capital. The Initial Limited Partner is entitled to receive .005% of the net
income or net losses of the Limited Partnership to a maximum of $100 per annum. (Refer to “Description
of the Securities Distributed — Terms — Limited Partnership Units’ at page 18 herein.)

Y The Debenture Issuer will loan to the Limited Partnership by way of the Debenture Issuer Loan an amount
egual to the net proceeds received by the Debenture Issuer from subscriptions for Debentures. Assuming
that all 1,600 Units are sold pursuant to this Offering, and that the aggregate expenses of this Offering will
be $300,000, the net proceeds from the sale of each Debenture available to the Debenture Issuer to advance
to the Limited Partnership by way of the Debenture Issuer Loan will be $9,050 (calculated by deducting
from the gross proceeds of $10,000 per Debenture: (a) the Agent’'s 8% selling commission of $800 per
Debenture; and (b) the proportionate expenses of the Offering allocable to each Debenture in the amount of
$150). Assuming that the minimum Offering of 200 Units is sold, and that the aggregate expenses of the
minimum Offering will be $150,000, the net proceeds from the sale of each Debenture available to the
Debenture Issuer to advance to the Limited Partnership by way of the Debenture Issuer Loan will be $8,600
(calculated by deducting from the gross proceeds of $10,000 per Debenture: (a) the Agent’s 8% selling
commission of $800 per Debenture; and (b) the proportionate expenses of the Offering allocable to each
Debenture in the amount of $600). (Refer to “Description of the Businesses of the I ssuers — The Debenture
Issuer Loan” at page 6 herein.)

2. DESCRIPTION OF THE BUSINESSES OF THE ISSUERS
2.1 Limited Partnership

The Limited Partnership has been established for the purpose of owning and operating a diversified
portfolio of high quality income-producing commercia real estate properties in Canada (or proportionate
interests in such properties). An investment in LP Units is intended to provide Purchasers with the
opportunity to receive cash distributions originating from the ongoing operation of the Properties, the
opportunity to receive, in certain circumstances, the proceeds from a refinancing of the Mortgage Loans,
and the potentia to realize capital gains upon the sale of any of the Properties.

2.2 Business of the Limited Partnership

The Genera Partner will focus on purchasing properties which, in the opinion of the Genera Partner, are
currently operating below their full potential. The General Partner intends to invest the aggregate gross
proceeds realized from this Offering in high quality income-producing commercial real estate properties,
including mixed use light industrial and retail properties. The Genera Partner intends to concentrate on
identifying properties for possible acquisition in strong growth markets, and to aggressively manage and
reposition the Properties with the view to preserving Purchasers' capital, providing quarterly cash returns
and enhancing the potentia for capital gains.

All Properties will be purchased at prices and on terms negotiated with arm’s length third party vendors.
In some cases, the Properties will be acquired pursuant to agreements of purchase and sale entered into by
SRAI with arm’s length third party vendors, which will be assigned by SRAI to the Limited Partnership
at no cost other than reimbursement of any deposits (some of which may be refundable to the Limited
Partnership) and due diligence expenses paid by SRAI prior to such assignment.

The Genera Partner has targeted commercial properties for investment by the Limited Partnership, as
they typically offer a higher cash yield than residential properties, yet can still offer a diversified tenant
mix with a reduced lease renewa exposure. As well, the General Partner believes that in the current
market there exist excellent opportunities to acquire individual properties from the owners or managers of
larger property portfolios, where such properties do not fit the current asset mix of the portfolio. In doing
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s0, the Generd Partner believes it can optimize investor yield through quarterly cash flow distributions
and potential long term capital appreciation, while diversifying the risks associated with real estate
ownership.

I nvestment Objectives

The Offering has been structured with the view to facilitating the following as primary investment
objectives:

@ to provide an investment in a diversified portfolio of quality commercia revenue-
producing Properties with positive cash flow, which aso permits the investor to invest in
a debenture which is RRSP dligible;

(b) to provide quarterly cash flow distributions targeted at 8-10%, upon full investment of the
net proceeds allocated to the purchase price of Properties; and

(c) to enhance the potentia for long-term growth of capita through value-added
enhancements to the Properties and organic growth in rental rates, combined with an
overal reduction in capitalization rates. A reduction in capitalization rates may occur
during periods of increasing demand for rea estate investment opportunities, when
investors become prepared to pay higher prices for the same level of net operating
income.

Guiddinesfor Property Acquisitions

The Genera Partner intends to cause the Limited Partnership to comply with the following genera
guidelines in acquiring Properties:

@ assuming al 1,600 Units are sold pursuant to this Offering, not more than 40% of the net
proceeds (gross proceeds less the Agent’s commission and the expenses of this Offering)
will be applied to the acquisition of any one Property;

(b in the event that less than the maximum Offering is sold, it may be necessary to apply
more than 40% of the net proceeds to the acquisition of any one Property, given the
guideline discussed in paragraph (c) below, including applying up to 100% of the net
proceeds to the acquisition of as little as one Property (after the creation of a reasonable
reserve for renovation and upgrading of the Property, and the creation of a reasonable
working capital reserve for the Property) if the number of Units sold is at or close to the
minimum Offering of 200 Units; and

(c) upon purchase, each Property would be expected to generate a positive cash return,
exclusive of the payment of principa on the Mortgage Loans for such Property, on the
Limited Partnership’s invested capital in the Property of not less than 6% per annum,
with a target range of 8-10% per annum. The Generd Partner will be able to waive this
minimum requirement for Properties which the General Partner believes provide
significant capital gain opportunities due to capital improvement programs.

Alignment of Interests

The Genera Partner believes that individual investors should have the same opportunities as institutions,
pension funds and high net worth individuals. With this goa in mind, this Offering has been structured to
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align the interests of the General Partner with those of the Limited Partners. In the event of any capital
transaction in respect of the Properties, including a sale or a refinancing of the Properties, the General
Partner will be entitled to receive any unpaid Incentive Management Interest only after all Net Equity has
been returned to the Limited Partners, and the Limited Partners have received full payment of the Limited
Partners Minimum Return and the interest due under the Debentures. (Refer to "Description of the
Securities Distributed — Terms — Limited Partnership Units — Net Proceeds from Refinancings, Sale or
other Capital Transactions’ at page 19 herein.)

Title to the Properties

The Limited Partnership intends to have title to each of the Properties registered in the name of a nominee
company, which will own s