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COURT FILE NO.: 31-2413442  

 
ONTARIO 

SUPERIOR COURT OF JUSTICE 
(COMMERCIAL LIST) 

(IN BANKRUPTCY AND INSOLVENCY) 

 
IN THE MATTER OF THE NOTICES OF INTENTION TO MAKE A PROPOSAL OF 

2301132 ONTARIO INC. AND 2309840 ONTARIO INC., 
OF THE CITY OF PORT PERRY, IN THE PROVINCE OF ONTARIO 

 

FOURTH REPORT OF KSV KOFMAN INC. AS PROPOSAL TRUSTEE OF  
2301132 ONTARIO INC. AND 2309840 ONTARIO INC.  

DECEMBER 7, 2018 

 

1.0 Introduction 

1. This report (the “Report”) is filed by KSV Kofman Inc. (“KSV”) in its capacity as 
proposal trustee (“Proposal Trustee”) in connection with Notices of Intention to Make 
a Proposal (“NOI”) filed by 2301132 Ontario Inc. (“2301”) and 2309840 Ontario Inc. 
(“2309”, and together with 2301, the “Companies”) on August 24, 2018 pursuant to 
Section 50.4(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as 
amended (“BIA”).   

2. On September 20, 2018, the Ontario Superior Court of Justice (Commercial List) (the 
“Court”) issued an order, inter alia, administratively consolidating the Companies' NOI 
proceedings and granting an administrative charge in the amount of $450,000.   

3. The principal asset owned by 2301 is real property municipally described as 13764 
Highway 7, Georgetown (“13764”) and 8 Lindsay Court, Georgetown (“8 Lindsay”, and 
together with 13764, the “2301 Properties”). 

4. The principal asset owned by 2309 is real property municipally described as 13758 
Highway 7, Georgetown (“13758”), 10 Lindsay Court, Georgetown (“10 Lindsay”) and 
22 and 24 Dayfoot Drive, Georgetown (“Dayfoot”, and together with 13758 and 10 
Lindsay, the “2309 Properties”). 

5. 8/10 Lindsay and 13758/13764 are four of five properties that comprise one 
development site (the “Owned Assembly Properties”). The fifth property (the 
“Purchase Option Property”) is owned by a third party, Credit Temple Corporation 
(“Credit Temple”).  (Together, the Owned Assembly Properties and the Purchase 
Option Property are referred to as the “Assembly”.  The Owned Assembly Properties 
and Dayfoot are collectively referred to as the “Real Property”.)    
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6. 2491324 Ontario Inc. (“2491”), a corporation that is an affiliate of the Companies but 
is not subject to these NOI proceedings, has entered into an Agreement of Purchase 
and Sale with Credit Temple to acquire the Purchase Option Property for $4.2 million 
(the “Temple APS”), with a closing date to occur within 90 days of site plan approval 
of the Assembly (the “Purchase Option”).  2491 is controlled by Brian Tilley, the 
individual who controls the Companies.  The Temple APS requires that the owner of 
the Purchase Option own all the Real Property. 

7. On October 15, 2018, the Court issued an order (the “SISP Order”) approving a Sale 
and Investment Solicitation Process (the “SISP”).  The principal purpose of the 
Companies’ restructuring proceedings is to create a stabilized environment to allow 
the Companies to enter into a transaction for the Real Property.  A copy of the SISP 
Order is attached as Appendix “A”.  

8. In accordance with the terms of the SISP Order, E. Manson Investments Limited 
(“EMIL”) and the Companies, with the assistance and oversight of the Proposal 
Trustee, entered into an Agreement of Purchase and Sale (the “Stalking Horse APS”) 
pursuant to which EMIL agreed to act as a stalking horse bidder in the SISP (the 
“Stalking Horse Bidder”) for the Real Property and agreed to purchase the Real 
Property.  

9. The current deadline for each of the Companies to file a proposal with the Official 
Receiver is December 21, 2018.   

10. A summary of the first ranking mortgagees registered against each property (“First 
Mortgagees”) is provided in the table below (the “First Mortgages”).    

 

First Mortgagee 

 

Mortgage Collateral 

Original Mortgage 

Amount ($)1 

HarbourEdge Mortgage Investment Corporation  13764 Hwy 7 and Dayfoot 1,925,000 

Home Trust Company  13758 Hwy 7 412,000 

2413349 Ontario Inc. and Derek Martin  8 Lindsay 350,000 

Stasis Group Inc. and 2561388 Ontario Inc. 10 Lindsay 2,697,655 

 
11. In addition to the First Mortgages, the Real Property has the following subsequent 

ranking mortgages: 

a) JYR Real Capital Mortgage Investment Corporation (“JYR”) has a mortgage 
over all of the Real Property in the amount of approximately $2,368,000.  JYR’s 
mortgage ranks immediately subordinate to the First Mortgages; 

b) Building & Development Mortgages Canada Inc. (“BDMC”) has mortgages in the 
aggregate amount of approximately $14,000,000 over all of the Real Property.  
The BDMC mortgages rank immediately subordinate to the JYR mortgage on 
each property; and 

                                                
1 Before interest and fees, which continue to accrue. 
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c) Certain other mortgages rank subordinate to the BDMC mortgage on each of 
the properties.  

1.1 Purposes of this Report 

1. The purposes of this Report are to: 

a) provide background information about the NOI proceedings; 

b) summarize the results of the SISP; 

c) summarize a sale transaction (the “Transaction”) with JYR and Leaping Loft Ltd. 
(collectively, the “Purchaser”) for the Purchased Assets (as described below) 
pursuant to an Agreement of Purchase and Sale dated November 28, 2018 
between the Companies and the Purchaser (the “APS”); 

d) recommend that the Proposal Trustee pay, immediately following closing, the 
Break Fee and Expense Reimbursement due to the Stalking Horse Bidder under 
the terms of the Stalking Horse APS; 

e) discuss the Companies’ request for an extension of the time to file a proposal 
with the Official Receiver from December 21, 2018 to February 4, 2019; 

f) report on the Companies’ unconsolidated weekly cash flow projections for the 
period December 22, 2018 to February 4, 2019 (“Cash Flow Forecasts”);  

g) summarize the Proposal Trustee’s activities since its Third Report to Court dated 
October 29, 2018 (“Third Report”); 

h) recommend that the Court make an order, inter alia: 

i) approving the APS and the Transaction; 

ii) authorizing and directing the Companies to complete the Transaction to 
convey to the Purchaser the Purchased Assets, and vesting the 
Purchased Assets in the Vesting Entities (as defined in the APS) on 
closing, free and clear of claims and encumbrances other than the 
Permitted Encumbrances (as defined in the APS), upon execution and 
delivery of a certificate issued by the Proposal Trustee confirming 
completion of the Transaction; and 

iii) granting the Companies' request for an extension of the time to file a 
proposal with the Official Receiver from December 21, 2018 to February 4, 
2019. 

1.2 Court Materials 

1. The Court materials filed in these proceedings are available on the Proposal Trustee’s 
website at http://ksvadvisory.com/insolvency-cases/2301132-ontario-inc-and-
2309840-ontario-inc/. 
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2.0 SISP 

2.1 Overview 

1. The SISP Order, inter alia:    

a) authorized and directed the the Companies, with the assistance and oversight 
of the Proposal Trustee, to enter into the Stalking Horse APS for the purpose of 
conducting the SISP; and 

b) authorized the Proposal Trustee to retain Colliers Macaulay Nicolls Inc. 
(“Colliers”) as the listing agent for the Real Property.   

2. A summary of the SISP conducted for the Real Property is as follows:  

Pre-marketing Phase 

a) In connection with the SISP Order, the Proposal Trustee and Colliers assembled 
information concerning the Real Property to be made available to interested 
parties in a virtual data room; 

b) Colliers and the Proposal Trustee prepared: 

▪ an investment summary detailing the acquisition opportunity for the Real 
Property (the “Investment Summary”);  

▪ a confidentiality agreement (“CA”); 

▪ a virtual data room, which contained, inter alia, a summary of the 
Companies' development plans and a copy of the Stalking Horse APS; 
and 

▪ a Confidential Information Memorandum (“CIM”), which included a 
summary of the Real Property and details concerning the SISP.  

Marketing 

a) On October 15, 2018, Colliers sent the investment summary to over 500 builders 
and investors in the Greater Toronto Area;   

b) The CA was attached to the Investment Summary.  Interested parties were 
required to sign the CA to obtain a copy of the CIM and to access the data room; 

c) Colliers met with and discussed the opportunity with over 50 developers and 
builders; 

d) Colliers placed “For Sale” signage on the Real Property; and 

e) The opportunity was advertised on Colliers’ website.  Further details of Colliers’ 
marketing efforts are provided on a summary it prepared, which is attached as 
Appendix “B”. 
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Bid Deadline 

a) The SISP contemplated a bid deadline on or around the end of the sixth week 
of the SISP.  In consultation with Colliers, the Proposal Trustee set 
November 28, 2018 as the bid date (the “Bid Deadline”); and 

b) In order to facilitate comparison of the offers submitted, all interested parties 
were encouraged to submit their offers in the form of the Stalking Horse APS 
provided in the data room, and to blackline any changes made to that 
agreement. 

2.2 SISP Results2 

1. A summary of the results of the SISP is as follows: 

a) 24 parties executed the CA, were provided a copy of the CIM and given access 
to the data room; 

b) the only Qualifying Bid (in addition to the Stalking Horse APS) was submitted by 
the Purchaser; 

c) pursuant to the SISP Procedures, the Proposal Trustee invited the two Qualified 
Bidders (being the Stalking Horse Bidder and the Purchaser) to participate in an 
Auction, which was to be held on December 5, 2018; and 

d) the Stalking Horse Bidder advised on December 4, 2018 that it did not wish to 
participate in the Auction and accordingly, the Proposal Trustee declared the 
Purchaser the Successful Bidder at that time. 

2.3 Transaction3 

1. A copy of the APS is attached as Appendix “D”.   

2. A summary of the Transaction is as follows: 

a) Purchaser: JYR and Leaping Loft Ltd.4  

b) Purchased Assets:  

(i) the Real Property (Assembly and Dayfoot); 

(ii) all prepaid expenses and all deposits with any Person, public utility or 
Governmental Authority relating to the Real Property; 

(iii) the Plans; 

                                                
2  Capitalized terms in this section have the meaning provided to them in the Bidding Procedures and Auction 
Procedures unless otherwise defined herein. The Bidding Procedures and Auction Procedures are attached as 
Appendix “C”. 
3 Capitalized terms in this section have the meaning provided to them in the APS unless otherwise defined herein. 
4 The Purchased Assets will be vested in 266389 Ontario Inc., 2665926 Ontario Inc., and 2661426 Ontario Inc.  
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(iv) the Contracts; 

(v) the Permits, to the extent transferable; and 

(vi) all intellectual property, if any, owned by the Companies with respect to 
the projects to be developed on the Real Property. 

c) Purchase Price: $7 million, plus all applicable taxes; however, the Purchaser 
indicated that it was prepared to bid up to the full amount of the JYR debt at the 
Auction. 

d) Deposit: $700,000. 

e) Excluded Assets: the right, title and interest of the Companies in any of their 
assets, other than the Purchased Assets, including: (i) books and records that 
do not exclusively or primarily relate to the Purchased Assets; and (ii) tax refunds 
relating to the period prior to the Closing Date.  

f) Representations and Warranties: consistent with the standard terms of an 
insolvency transaction, i.e. on an “as is, where is” basis, with limited 
representations and warranties. 

g) Closing: first business day which is five business days after receipt of Sale 
Approval Order. 

h) Material Conditions: 

(i) the purchase price is to be allocated to each of the Real Properties so that 
each of the First Mortgages is repaid in full; 

(ii) the assignment of the Temple APS to the Purchaser or a party related to 
the Purchaser; 

(iii) there shall be no order issued by a Governmental Authority against either 
the Companies or the Purchaser involving the Purchased Assets that 
prevents completion of the Transaction;  

(iv) there shall be no new work orders or similar orders and no new 
Encumbrances registered on title to the Real Property or affecting title to 
the Real Property arising or registered after the Acceptance Date which 
cannot be foreclosed pursuant to the Sale Approval Order; 

(v) there shall be no new environmental issue that causes a material adverse 
effect on the Real Property nor any other material adverse change to the 
condition or operation of the Assembly; and 

(vi) the Court shall have issued the Bidding Procedures Order and the Sale 
Approval Order and those orders shall not have been amended or 
dismissed at the time of Closing. 
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i) Termination:  

(i) The APS can be terminated: 

 upon mutual written agreement of the Companies and the 
Purchaser; 

 if any of the conditions in favour of the Purchaser or the Companies 
are not waived or satisfied; or 

 if prior to closing: (a) the Purchased Assets are substantially 
damaged or destroyed5 ; or b) all or a material part of the Real 
Property is expropriated by a Governmental Authority. 

2.4 Consultation with BDMC 

1. During these NOI proceedings, the Proposal Trustee provided periodic updates to 
FAAN Mortgage Administrators Inc. (“FAAN”) concerning the SISP.  FAAN has been 
appointed by the Court as the trustee to administer BDMC’s syndicated mortgage 
loans.  Based on discussions with FAAN’s representatives, the Proposal Trustee 
understands that FAAN took steps to facilitate or identify potential transactions for the 
Real Property. 

2.5 SISP Recommendation 

1. For the following reasons, the Proposal Trustee recommends that the Court issue an 
order approving the Transaction: 

a) the SISP was conducted in accordance with the terms of the SISP Order; 

b) the Transaction provides for the greatest recovery available in the 
circumstances; 

c) a large and reputable realtor, Colliers, was retained to assist to conduct the 
SISP; 

d) the market was canvassed using several strategies commonly used to sell real 
property, including direct solicitation of investors and developers by Colliers and 
by placing signage on the Real Property.  Colliers undertook a thorough 
marketing of the Real Property; 

e) Colliers is of the view that the Transaction is the best available in the 
circumstances;  

f) subordinate ranking creditors were aware of the process and participated in it.  
In this regard, JYR is part of the Successful Bidder and the Proposal Trustee 
has communicated with FAAN regarding the status of the SISP. 

                                                
5 Substantial damage is deemed to have occurred if the loss or damage to the Purchased Assets exceeds 15% of the 
Purchase Price. 
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3.0 Distribution of Proceeds 

1. Bennett Jones LLP (“Bennett Jones”), the Proposal Trustee’s counsel, provided the 
Proposal Trustee with an opinion on the security held by each of the Companies' 
mortgagees, including the First Mortgagees and JYR. The opinion, dated 
November 23, 2018, sets out that, subject to the standard assumptions, qualifications 
and limitations contained therein, each of the Companies' mortgagees, including each 
of the First Mortgagees and JYR, hold valid and perfected security interests in the 
Companies’ Real Property as set out in its respective security documents.  A copy of 
the opinion can be made available to the Court on its request. 

2. The terms of the SISP require full repayment of the First Mortgages upon closing of 
the Transaction.  Section 4.4(a) of the APS provides that the Purchaser will pay the 
First Mortgages directly.   

3. As required pursuant to the terms of the SISP, the Proposal Trustee intends to pay 
the Bid Protections to the Stalking Horse Bidder immediately following closing of the 
Transaction. 

4. The Proposal Trustee notes that there are two executions filed against 2301 for an 
aggregate amount of $703,688.54 on account of judgements, costs and related fees. 
The Proposal Trustee understands that neither of the writs has been completed being 
executed by payment, and as such, the Proposal Trustee's view is that the writs do 
not rank in priority to the mortgages. 

4.0 Cash Flow Forecast 

1. Pursuant to the provisions of the BIA, each of the Companies is required to prepare a 
cash flow forecast in the context of the Companies' request for an extension of the 
time to file a proposal with the Official Receiver.  Each of the Companies’ main asset 
is the Real Property.  There are no projected receipts or disbursements for each of the 
Companies during the projection period, being December 22, 2018 to February 4, 
2019 (the “Period”).  The cash proceeds from the closing of the Transaction have not 
been reflected in the Cash Flow Forecast.  The proceeds will be used to fund the costs 
of these proceedings6, pay the Bid Protections and repay the First Mortgagees. Any 
surplus funds from the Transaction will be distributed to the Companies’ creditors in 
accordance with priorities. The Cash Flow Forecast for each of the Companies, 
together with Management’s Reports on the Cash-Flow Statements as required by 
Section 50.4(2)(c) of the BIA, are provided in Appendix “E”. 

2. Based on the Proposal Trustee’s review of the Cash Flow Forecasts, there are no 
material assumptions which seem unreasonable in the circumstances. The Proposal 
Trustee’s Report on the Cash Flow Statement for each of the Companies as required 
by Section 50.4(2)(b) of the BIA is attached as Appendix “F”. 

                                                
6 Because of the Companies’ illiquidity, the professionals involved in these proceedings agreed to defer substantially 
all of their fees until closing on the basis that they would be paid from the Transaction proceeds. 
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5.0 Companies’ Request for an Extension 

1. The Companies are seeking an extension of the time to file a proposal with the Official 
Receiver to February 4, 2019. 

2. The Proposal Trustee supports the Companies’ request for the following reasons: 

a) the Companies are acting in good faith and with due diligence; 

b) it will allow the Proposal Trustee and the Companies time to complete the 
Transaction and deal with sundry matters related thereto; 

c) the Companies would likely be able to make a viable proposal if the extension is 
granted; 

d) no creditor would be materially prejudiced if the extension is granted; and 

e) as at the date of this Report, the Proposal Trustee is not aware of any party 
opposed to an extension. 

6.0 Summary of the Proposal Trustee’s Activities 

1. The Proposal Trustee’s activities since the Third Report have included: 

a) corresponding regularly with Mr. Tilley, the principal of the Companies, regarding 
various matters in these proceedings; 

b) preparing statutory cash flow forecasts, Management’s Reports on the Cash Flow 
Statements and the Proposal Trustee’s Reports on the Cash Flow Statements; 

c) compiling and updating the Companies’ creditors lists; 

d) corresponding with Mr. Tilley and Colliers regarding the SISP; 

e) corresponding with FAAN regarding the SISP; 

f) carrying out the SISP; 

g) drafting reports to Court; 

h) attending at Court as required; 

i) corresponding with DLA Piper Canada LLP, the Companies’ legal counsel, and 
Bennett Jones, regarding various matters in these proceedings; 

j) corresponding with mortgagees; 

k) preparing for the Auction and corresponding with the Qualified Bidders regarding 
same; 
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l) posting materials filed with the Court on the Proposal Trustee’s website established 
for these proceedings; and 

m) maintaining the service list. 

7.0 Conclusion and Recommendation 

1. Based on the foregoing, the Proposal Trustee respectfully recommends that this 
Honourable Court make an order granting the relief detailed in Section 1.1(1)(h) of this 
Report. 

*     *     * 

All of which is respectfully submitted, 
 

 

 

KSV KOFMAN INC. 
SOLELY IN ITS CAPACITY AS TRUSTEE UNDER THE  
NOTICES OF INTENTION TO MAKE A PROPOSAL OF  
2301132 ONTARIO INC. AND 2309840 ONTARIO INC. 
AND NOT IN ITS PERSONAL CAPACITY 
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Georgetown Marketing Summary
November 28, 2018



Marketing Program Summary

Marketing launch: Monday October 15, 2018 (HTML)
Tuesday October 16, 2018 (MLS)

HTML Email Blasts Sent:
#1 – Monday October 15, 2018
#2 – Thursday October 25, 2018
#3 – Monday November 5, 2018
#4 – Thursday November 22, 2018

Globe and Mail Ad:
Thursday October 18, 2018
Tuesday October 23, 2018

Colliers Website:
http://www.collierscanada.com/en/25969

http://www.collierscanada.com/en/25969


Marketing Program Reach

Distribution database:
828 recipients 

Number of CAs signed:
24

Executed CAs received from:
• 1204373 Ontario Limited
• Amico Affiliates
• Branthaven Development Corp.
• Brent Presswood Realtor
• Cachet Developments
• Fernbrook Homes
• Gilbert Boland
• Invidiata Holdings
• Jim Cooper
• JYR Real Capital Mortgage Investment Corporation
• MacPherson Builders Limited
• Mario Cortellucci
• Melrose Investments
• Mikmada Homes
• National Homes
• Orion Realty Corporation
• Projectcore Inc.

• Quadcam Development Group Inc.
• Quatro Holdings
• Royalpark Homes
• Spectrum Realty 
• State Building Group
• Summit View Homes
• The Acorn Development Corporation
• Transmetro Limited
• TSC Law Professional Corporation



Globe & Mail Ad



HTML Email 



RYAN THOMSON
Vice President
Sales Representative
ryan.thomson@colliers.com
+1 416 620 2817
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Schedule A

IN THE MATTER OF THE NOTICES OF INTENTION TO MAKE A PROPOSAL OF
2309840 ONTARIO INC. and 2301132 ONTARIO INC. (the "Debtor Companies")

under the BANKRUPTCY AND INSOLVENCY ACT, R. S. C. 1985 c B-3 as
amended. (the "BIA")

Bidding Procedures

Set forth below are the bidding procedures (the "Bidding Procedures") to be employed
with respect to the sale (the "Sale") or Refinancing (a "Refinancing") of the real property owned
by the Debtor Companies known municipally as 8 Lindsay Court, 10 Lindsay Court, 13758
Highway 7, 13764 Highway 7 (the "Owned Assembly Lands") and 22 and 24 Dayfoot Drive
(the "Dayfoot Lands" and together with the Owned Assembly Lands, the "Real Property") all
in the city of Halton Hills, Ontario, together with associated, plans, approvals, studies, etc.
(collectively, the "Debtors' Assets") by the Debtor Companies pursuant to a court approved
solicitation process in the matter of the Notices of Intention to make a Proposal of the Debtor
Companies under the BIA.

On October , 2018, the Court issued an order (the "Bidding Procedures Order")
approving and accepting for the purpose of conducting a "stalking horse" solicitation process
(the "Stalking Horse Process") in accordance with these Bidding Procedures that certain asset
purchase agreement dated October  , 2018 (the "Stalking Horse Bid") between the Debtor
Companies and Rescom Group (the "Stalking Horse Bidder"), including, without limitation, the
payment of a break fee and expense reimbursement (the "Break Fee and Expense
Reimbursement") by the Debtor Companies to the Stalking Horse Bidder in accordance with
the provisions of the Stalking Horse Bid, and approving these Bidding Procedures. All amounts
specified herein are in Canadian dollars.

Subject to Court availability, within ten (10) business days following the Auction
(defined below) the Debtor Companies shall bring a motion (the "Approval Motion") seeking
the granting of an order by the Court either authorizing the Debtor Companies to proceed with a
Refinancing or authorizing and approving the Sale of the Debtors' Assets to the Qualified Bidder
making the Successful Bid (each as defined below) (the "Successful Bidder") (such order, as
approved, the "Approval Order").

Assets to Be Sold or Refinanced En Bloc 
The Debtor Companies are offering for Sale or Refinancing all of the Debtor Companies'

right, title and interest in and to all of the Real Property comprising the Debtors' Assets en bloc
and only a bid for all the Debtors' Assets, in whole and not in part can be eligible to be a
Qualified Bid (as defined below). KSV Kofman Inc. in its capacity as Trustee under the Notices
of Intention to Make a Proposal of the Debtor Companies (the "Trustee") will be responsible for
conducting the solicitation process and Auction (if any) on behalf of the Debtor Companies.

The Bidding Process
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The Trustee has retained Colliers Macaulay Nicolls Inc. (the "Realtor") to act as listing
agent for the Debtors' Assets. The Bidding Procedures Order approved the appointment of the

Realtor and the process described by the Trustee's Second Report to Court dated October •,
2018 (the "Bidding Process"), which is set out below. The Trustee shall have the right to adopt
such other rules for the Bidding Process (including rules that may depart from those set forth
herein) that in its reasonable business judgment will better promote the goals of the Bidding
Process, including to accommodate a refinancing of the Debtors' Assets, provided, however, that
the adoption of any rule that materially deviates from these Bidding Procedures shall require the
consent of the Option Holder and the Stalking Horse Bidder.

Participation Requirements 
"Qualified Bidder" is; (i) a bidder who submits a Sale bid in substantially the same

form as the Stalking Horse Bid, for a Purchase Price of at least $6,975,000 and includes the
Required Bid Terms and Materials (as defined below), or (ii) a bidder submitting a Refinancing

proposal in an amount of not less than $6,975,000, as determined by the Proposal Trustee in its

sole discretion, that includes all material business terms, and includes Required Bid Terms and

Materials (as defined below) other than (iv) below. Any bid meeting these criteria that is

received by the Realtor before the Bid Deadline is a qualified bid ("Qualified Bid").

Bid Deadline
A Qualified Bidder that desires to make a bid shall deliver written copies of its bid and

the Required Bid Terms and Materials to the Realtor not later than 5:00 p.m. (prevailing Eastern

time) on November 28, 2018 (the "Bid Deadline").

Bid Requirements 
All bids (other than the Stalking Horse Bid) must include, unless such requirement is

waived by the Trustee, the following (collectively, the "Required Bid Terms and Materials"):

(i) Subject to the "Credit Bidding" provisions below, a base cash purchase price or

transaction value equal to or greater than $6,975,000, being the Stalking Horse

Bid ($6,700,000) plus the break fee ($175,000), expense reimbursement ($50,000)

and $50,000 bid increment (the "Base Purchase Price");

(ii) A provision stating that the bidder's offer is irrevocably open for acceptance until

the Debtors' Assets have been sold pursuant to the closing of the sale approved by

the Court;

(iii) A provision stating that the bidder's offer requires that all first mortgages on the

parcels comprising the Real Property are to be paid in full from the transaction

proceeds concurrent on closing of the transaction, or that any first mortgage being

assumed in lieu of cash is being done with the prior written consent of the

relevant mortgagee (a copy of which consent shall be provided with the bid) (a

"Consented Assumption");

(iv) In the case of a proposed Sale transaction, an executed copy of a proposed

purchase agreement and a redline of the bidder's proposed purchase agreement

reflecting variations from the Stalking Horse Bid (the "Marked Agreement");
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(v) In the case of a Refinancing transaction, a duly authorized and executed term
sheet describing the detailed terms and conditions of the proposed transaction
(which must include repayment in full or Consented Assumptions of each of the
First Mortgages) including details regarding the proposed equity and debt
structure of the Debtor Companies following completion of the proposed
transaction and the aggregate amount of equity and debt investment (including the
sources of such capital, the underlying assumptions regarding the pro forma
capital structure, as well as anticipated tranches of debt, debt service fees, interest
and amortization) to be made in the Debtor Companies, and the debt, equity or
other instruments or securities, if any, proposed to be allocated to creditors of the
Debtor Companies;

(vi) A cash deposit in the amount of not less than $700,000 in the form of a wire
transfer, certified cheque or such other form acceptable to the Trustee (the "Bid
Deposit"), which shall be held in the trust account of the Trustee's solicitors (the
"Escrow Account"). Funds shall be disbursed from the Escrow Account only as
follows: (i) if the Qualified Bidder is the Successful Bidder, its Bid Deposit will
be applied without interest to the purchase price payable by it under its bid on the
closing thereof; and (ii) if the Qualified Bidder is not the Successful Bidder, then
its Bid Deposit shall be returned without interest to it forthwith following the
expiration of its offer (which in the case of the Back-Up Bidder shall be following
closing of the sale to the Successful Bidder).

An executed copy of a proposed Assignment and Assumption of Purchase
Agreement in respect of the 12 Lindsay Court Agreement of Purchase and Sale,
by 2491324 Ontario Inc. (the "Option Holder") on substantially the same terms
entered into by the Stalking Horse Bidder (including assignment consideration of
$300,000 payable to the Option Holder thereunder), save and except the name of
the Assignee (the "Option Agreement"), or amended in a manner acceptable to
the Option Holder. In the case of a Refinancing proposal the assignee shall be
determined in consultation with the Proposal Trustee and the Debtor Companies.

A Sale or Refinancing bid received from a Qualified Bidder that includes all of the

Required Bid Terms and Materials and is received by the Bid Deadline is a "Qualified Bid".
The Trustee reserves the right to determine the value of any Qualified Bid, and which Qualified
Bid constitutes the best offer (the "Lead Bid"). Details of the Lead Bid will be provided by the
Trustee to all Qualified Bidders after the Bid Deadline and no later than 5:00p.m. (Eastern Time)
two Business Days before the date scheduled for the Auction.

Notwithstanding the bid requirements detailed above, the Stalking Horse Bid shall be
deemed to be a Qualified Bid.

Credit Bidding
Any mortgagee having a valid mortgage over all of the Real Property, may, alone or in

concert with other mortgagees having a mortgage over all of the Real Property, credit bid the

indebtedness owed to them by the Debtor Companies in connection with the making of a

Qualified Bid (or in the conduct of the Auction) and may assume any first mortgage over any

individual parcel or parcels comprising the Real Property by way of Consented Assumption,
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provided that the bid includes a minimum cash payment of $4.0 million as part of the Base
Purchase Price.

"As Is, Where Is, With All Faults" 
The Sale or Refinancing of the Debtors' Assets shall be on an "as is, where is" and "with

all faults" basis and without representations, warranties, or guarantees, express, implied or
statutory, written or oral, of any kind, nature, or description by the Trustee or the Debtor
Companies or their agents, representatives, partners or employees, or any of the other parties
participating in the sales process pursuant to these Bid Procedures, except as may otherwise be
provided in a definitive purchase agreement with the Debtor Companies. By submitting a bid,
each Qualified Bidder shall be deemed to acknowledge and represent that it has had an

opportunity to conduct any and all due diligence regarding, the Debtors' Assets prior to making

its bid, that it has relied solely upon its own independent review, investigation and/or inspection

of any documents and/or the Debtors' Assets in making its bid, and that it did not rely upon any

written or oral statements, representations, warranties, or guarantees, express, implied, statutory

or otherwise, regarding the Debtors' Assets, the financial performance of the Debtors' Assets or

the physical condition or location of the Debtors' Assets, or the completeness of any information

provided in connection therewith or the Auction, except as expressly stated in these Bidding

Procedures or as set forth in a definitive purchase agreement with the Debtor Companies.

Free of Any and All Liens 
Except as otherwise provided in the Stalking Horse Bid or another Successful Bidder's

purchase agreement, including any Consented Assumptions, and subject to any permitted

encumbrances therein, all of the Debtor Companies' right, title and interest in and to the Debtors'

Assets shall be sold free and clear of all liens and encumbrances pursuant to the Sale Approval

Order except for Permitted Encumbrances (as defined in the Stalking Horse Bid).

The Sale and Auction Process 
If one or more Qualified Bids (other than that submitted by the Stalking Horse Bidder)

have been received by the Trustee on or before the Bid Deadline, the Trustee shall advise all

Qualified Bidders of the Lead Bid and invite all Qualified Bidders (including the Stalking Horse

Bidder) to attend the Auction to be conducted by the Trustee in accordance with the Auction

Procedures attached hereto as Appendix I.

If no Qualified Bid is submitted by the Bid Deadline, then the Stalking Horse Bid shall be

the Successful Bid, and the Stalking Horse Bidder shall be the Successful Bidder.

Trustee To Determine Highest and/or Best Bid: The Trustee shall determine, in its

reasonable business judgment, which Qualified Bid is the Lead Bid and which bid after each

round of offers is the then-prevailing highest and/or best bid. In making such determination, the

Trustee may consider, without limitation: (i) the amount and nature of the consideration; (ii) the

proposed assumption of liabilities, if any, and the related implied impact on recoveries for

creditors; (iii) the ability of the Qualified Bidder in question to close the proposed transaction;

(iv) the proposed closing date and the likelihood, extent and impact of any potential delays in

closing; (v) any purchase price adjustment; (vii) the net economic effect of any changes made to

the Stalking Horse Bid; and (vii) such other considerations as the Trustee deems relevant in its
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reasonable business judgment. At the end of each round of offers, the Trustee shall advise the
Qualified Bidders of the material terms of the then highest and/or best bid, and the basis for

calculating the total consideration offered in such offer. If at the end of any round of bidding a

Qualified Bidder has elected not to submit a further bid meeting the criteria set out herein

(including the Minimum Bid Increment), then such Qualified Bidder shall not be entitled to

continue to participate in the next round of offers or in any subsequent round.

If only one Qualified Bid is submitted after a round of offers then that Qualified Bid shall

be the Successful Bidder. The next highest offer, as determined by the Trustee (the "Back-up

Bid"), shall be required to keep its offer open and available for acceptance until the closing of

the Court Approved Refinancing or Sale of the Debtors' Assets to the Successful Bidder.

Highest versus Best Offer
In determining the Lead Bid, the highest and/or best Sale or Refinancing offer during

each round of offers, and the Successful Bid, the Trustee is not required to select the offer with

the highest purchase price or refinancing amount and may, exercising its reasonable business

judgment, select another offer on the basis that it is the best offer even though not the highest

purchase price. Without limiting the foregoing, the Trustee may give such weight to the non-

monetary considerations as it determines, exercising its reasonable business judgment, is

appropriate and reasonable, including those considerations described above under "Trustee To

Determine Highest and/or Best Bid".

Break Fee and Expense Reimbursement 

To provide an incentive and to compensate the Stalking Horse Bidder for performing the

substantial due diligence and incurring the expenses necessary in entering into the Stalking

Horse Bid with the knowledge and risk that arises from participating in the sale and subsequent

bidding process, the Debtor Companies have agreed to pay the Stalking Horse Bidder, under the

conditions outlined herein and in the Stalking Horse Bid, the Break Fee in the amount of

$175,000 and an Expense Reimbursement on account of its reasonable and documented out of

pocket fees and expenses, up to a maximum of $50,000 inclusive of HST, in the event that the

Stalking Horse Bidder is not the Successful Bidder.

The Break Fee and Expense Reimbursement were material inducements for, and a

condition of, the Stalking Horse Bidder's entry into the Stalking Horse Bid. The Break Fee and

Expense Reimbursement, if payable in accordance with the Stalking Horse Bid, shall be paid in

accordance with the Stalking Horse Bid and the Bidding Procedures Order.

Acceptance of Qualified Bids 

The sale of the Debtors' Assets to any Successful Bidder by the Debtor Companies is

expressly conditional upon the approval of the Successful Bid by the Court at the hearing of the

Sale Approval Motion. The presentation of the Successful Bid to the Court for approval does not

obligate the Debtor Companies to close the transaction contemplated by such Successful Bid

unless and until the Court approves the Successful Bid. The Debtor Companies will be deemed

to have accepted a bid only when the bid has been approved by the Court at the hearing on the

Sale Approval Motion.
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Sale Approval Motion Hearing
The Sale Approval Motion shall, subject to court availability, be made returnable on or

before December 14 , 2018. The Trustee, in the exercise of its business judgement, reserves its
right to the extent consistent with the Stalking - Horse Bid to change the date of the hearing of
Sale Approval Motion in order to achieve the maximum value for the Debtors' Assets.

Miscellaneous 
The solicitation process and these Bidding Procedures are solely for the benefit of the

Debtor Companies and nothing contained in the Bidding Procedures Order or these Bidding
Procedures shall create any rights in any other person (including, without limitation, any bidder

or Qualified Bidder, and any rights as third party beneficiaries or otherwise) other than the rights
expressly granted to a Successful Bidder under the Bidding Procedures Order. The bid
protections incorporated in these Bidding Procedures are solely for the benefit of the Stalking
Horse Bidder.

Except as provided in the Bidding Procedures Order and Bidding Procedures, the Court

shall retain jurisdiction to hear and determine all matters arising from or relating to the

implementation of the Bidding Procedures Order, the Stalking Horse Process and the Bidding

Procedure.

APPENDIX I

AUCTION PROCEDURES

Auction

1 If the Trustee determines to conduct an Auction pursuant to the Stalking Horse Bid

Procedures, the Trustee will notify the Qualified Bidders who made a Qualified Bid that

the Auction will be held at the offices of Bennett Jones LLP at 10:00 a.m. (Eastern Time)

on date that is determined by the Trustee, provided that that is not later than seven

Business Days after the Bid Deadline, or such other place and time as the Trustee may

advise. Capitalized terms used but not defined have the meaning given to them in the

Stalking Horse Bid Procedures. The Auction shall be conducted in accordance with the

following procedures:

(a) Participation At The Auction. Only a Qualified Bidder is eligible to

participate in the Auction. The Trustee shall provide all Qualified Bidders

with the amount of the Leading Bid by 5:00pm (Eastern Time) two

Business Days before the date scheduled for the Auction. Each Qualified

Bidder must inform the Trustee whether it intends to participate in the

Auction no later than 12:00 p.m. (Eastern Time) on the Business Day prior

to the Auction. Only the authorized representatives of each of the

Qualified Bidders, the Trustee, the Debtor Companies and their respective

counsel and other advisors shall be permitted to attend the Auction.
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(b) Bidding at the Auction. Bidding at the Auction shall be conducted in
rounds. The Leading Bid shall constitute the "Opening Bid" for the first
round and the highest Overbid (as defined below) at the end of each round
shall constitute the "Opening Bid" for the following round. In each
round, a Qualified Bidder may submit no more than one Overbid. Any
Qualified Bidder who bids in a round (including the Qualified Bidder that
submitted the Opening Bid for such round) shall be entitled to participate
in the next round of bidding at the Auction.

(c) Amendment of bid structures during Auction. Qualified Bidders eligible
to participate in the Auction, including without limitation the Stalking
Horse Bidder, may, when making a bid in a round of bidding, amend the

structure of it previous bid from a Sale bid to a Refinancing bid, or from a
Refinancing bid to a Sale bid, subject at all times to continued compliance
with the Overbid requirements and all other Auction Procedures.

(d) Trustee Shall Conduct The Auction. The Trustee and its advisors shall
direct and preside over the Auction. At the start of each round of the

Auction, the Trustee shall provide the terms of the Opening Bid to all

participating Qualified Bidders at the Auction. The determination of

which Qualified Bid constitutes the Opening Bid for each round shall take

into account any factors that the Trustee reasonably deems relevant to the

value of the Qualified Bid, including, among other things, the following:

(i) the amount and nature of the consideration; (ii) the proposed

assumption of any liabilities and the related implied impact on recoveries

for creditors; (iii) the Trustee's assessment of the certainty of the Qualified

Bidder to close the proposed transaction on or before the Outside Date;

(iv) the likelihood, extent and impact of any potential delays in closing;

(v) the net economic effect of any changes from the Opening Bid of the

previous round, and (vi) such other considerations as the Trustee deems

relevant in its reasonable business judgment (collectively, the "Bid

Assessment Criteria"). All Bids made after the Opening Bid shall be

Overbids, and shall be made and received on an open basis, and all

material terms of the highest and best Overbid shall be fully disclosed to

all other Qualified Bidders that are participating in the Auction. The

Trustee shall maintain a record of the Opening Bid and all Overbids made

and announced at the Auction.

(e) Terms of Overbids. An "Overbid" is any Bid made at the Auction

subsequent to the Trustee's announcement of the Opening Bid. To submit

an Overbid, in any round of the Auction, a Qualified Bidder must comply

with the following conditions:

Minimum Overbid Increnieni: Any Overbid shall be made in

minimum increments of $50,000 above the Opening Bid, or such

increments as the Trustee may determine in order to facilitate the

Auction (the "Minimum Overbid Increment"). The amount of
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the cash purchase price consideration or value of any Overbid shall
not be less than the cash purchase price consideration or value of
the Opening Bid, plus the Minimum Overbid Increment(s) at that
time, plus any additional Minimum Overbid Increments.

(ii) The Bid Requirements same as for Qualified Bids: Except as
modified herein, an Overbid must comply with the Bid
Requirements, provided, however, that the Bid Deadline shall not
apply. Any Overbid made by a Qualified Bidder must provide that
it remains irrevocable and binding on the Qualified Bidder and
open for acceptance as a Back-Up Bid until the closing of the
Successful Bid.

Announcing Overbids: At the end of each round of bidding, the
Trustee shall announce the identity of the Qualified Bidder and the
material terms of the then highest and/or best Overbid, including
the nature of the transaction, the assets proposed to be acquired and
the obligations proposed to be assumed, the basis for calculating
the total consideration offered in such Overbid based on, among
other things, the Bid Assessment Criteria.

(iv) Consideration of Overbids: The Trustee reserves the right to make
one or more adjournments in the Auction to, among other things:
(A) allow individual Qualified Bidders to consider how they wish
to proceed; (B) consider and determine the current highest and/or
best Overbid at any given time during the Auction; and, (D) give
Qualified Bidders the opportunity to provide the Trustee with such
additional evidence as it, may require, that the Qualified Bidder
has obtained all required internal corporate approvals, has
sufficient internal resources, or has received sufficient non-
contingent debt and/or equity funding commitments, to
consummate the proposed transaction at the prevailing Overbid
amount. The Trustee may have clarifying discussions with a
Qualified Bidder, and the Trustee may allow a Qualified Bidder to
make technical clarifying changes to its Overbid following such
discussions.

(v) Failure to Bid: If at the end of any round of bidding a Qualified
Bidder (other than the Qualified Bidder that submitted the then
highest and/or best Overbid or Opening Bid, as applicable) fails to
submit an Overbid, then such Qualified Bidder shall not be entitled
to continue to participate in the next round of the Auction.

Additional Procedures. The Trustee may adopt rules for the Auction at or
prior to the Auction that will better promote the goals of the Auction,

including rules pertaining to the structure of the Auction, the order of

bidding provided they are not inconsistent with any of the provisions of
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(g)

the Stalking Horse Bid Procedures and provided further that no such rules
may change the requirement that all material terms of the then highest
and/or best Overbid at the end of each round of bidding will be fully
disclosed to all other Qualified Bidders.

Closing the Auction. The Auction shall be closed after the Trustee has (i)
reviewed the final Overbid of each Qualified Bidder on the basis of
financial and contractual terms and the factors relevant to the sale process,
including those factors affecting the speed and certainty of consummating
the proposed sale, and (ii) identified the Successful Bid and the Back-Up
Bid and advised the Qualified Bidders participating in the Auction of such
determination

(h) Finalizing Documentation. Promptly followinp_, a Bid of a Qualified
Bidder being declared the Successful Bid or the Back-Up Bid, the
Qualified Bidder shall execute and deliver such revised and updated
definitive transaction agreements as may be required to reflect and
evidence the Successful Bid or Back-Up Bid.
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Trustee’s Report on Cash-flow Statement 

(Paragraphs 50(6)(b) and 50.4(2)(b) of the Act) 
 
 
The attached statement of projected cash-flow of 2301132 Ontario Inc., as of the 7th day of 
December, 2018, consisting of a weekly cash flow statement for the period December 22nd, 
2018 to February 4th, 2019, has been prepared by the management of the insolvent person for 
the purpose described in Note 1, using the probable and hypothetical assumptions set out in 
Notes 2-7. 
 
Our review consisted of inquiries, analytical procedures and discussion related to information 
supplied to us by the management and employees of the insolvent person.  Since hypothetical 
assumptions need not be supported, our procedures with respect to them were limited to 
evaluating whether they were consistent with the purpose of the projection.  We have also 
reviewed the support provided by management for the probable assumptions and the 
preparation and presentation of the projection. 
 
Based on our review, nothing has come to our attention that causes us to believe that, in all 
material respects: 
 
(a) the hypothetical assumptions are not consistent with the purpose of the projection; 
 
(b) as at the date of this report, the probable assumptions developed by management are 

not suitably supported and consistent with the plans of the insolvent person or do not 
provide a reasonable basis for the projection, given the hypothetical assumptions; or 

 
(c) the projection does not reflect the probable and hypothetical assumptions. 
 
Since the projection is based on assumptions regarding future events, actual results will vary 
from the information presented even if the hypothetical assumptions occur, and the variations 
may be material.  Accordingly, we express no assurance as to whether the projection will be 
achieved. 
 
The projection has been prepared solely for the purpose described in Note 1 and readers are 
cautioned that it may not be appropriate for other purposes. 
 
Dated this 7th day of December, 2018. 
 
KSV KOFMAN INC. 
TRUSTEE 

 
Per:   Robert Kofman 



 

 
 

 
Trustee’s Report on Cash-flow Statement 

(Paragraphs 50(6)(b) and 50.4(2)(b) of the Act) 
 
 
The attached statement of projected cash-flow of 2309840 Ontario Inc., as of the 7th day of 
December, 2018, consisting of a weekly cash flow statement for the period December 22nd, 
2018 to February 4th, 2019, has been prepared by the management of the insolvent person for 
the purpose described in Note 1, using the probable and hypothetical assumptions set out in 
Notes 2-7. 
 
Our review consisted of inquiries, analytical procedures and discussion related to information 
supplied to us by the management and employees of the insolvent person.  Since hypothetical 
assumptions need not be supported, our procedures with respect to them were limited to 
evaluating whether they were consistent with the purpose of the projection.  We have also 
reviewed the support provided by management for the probable assumptions and the 
preparation and presentation of the projection. 
 
Based on our review, nothing has come to our attention that causes us to believe that, in all 
material respects: 
 
(a) the hypothetical assumptions are not consistent with the purpose of the projection; 
 
(b) as at the date of this report, the probable assumptions developed by management are 

not suitably supported and consistent with the plans of the insolvent person or do not 
provide a reasonable basis for the projection, given the hypothetical assumptions; or 

 
(c) the projection does not reflect the probable and hypothetical assumptions. 
 
Since the projection is based on assumptions regarding future events, actual results will vary 
from the information presented even if the hypothetical assumptions occur, and the variations 
may be material.  Accordingly, we express no assurance as to whether the projection will be 
achieved. 
 
The projection has been prepared solely for the purpose described in Note 1 and readers are 
cautioned that it may not be appropriate for other purposes. 
 
Dated this 7th day of December, 2018. 
 
KSV KOFMAN INC. 
TRUSTEE 

 
Per:   Robert Kofman 
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