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1.0 Introduction 

1. This report (the “Third Supplemental Report”) further supplements KSV’s report dated 
November 6, 2018 (the “First Report”).  Capitalized terms not otherwise defined herein 
have the meanings given to such terms in the First Report.    

2. This Third Supplemental Report provides: 

a. a summary of the activities of KSV, as Proposed Monitor, Bennett Jones, as 
counsel to the Proposed Monitor, and GSNH, counsel to the Applicants, since 
the CCAA application on November 6, 2018 (the “Initial Application”); 

b. the framework for these proceedings (“Framework”), including a sale process 
(“Sale Process”) for each of the properties other than the Birchmount Gardens 
project (“Birchmount”);  

c. a summary on the Applicants’ cash flow projection for the period November 30, 
2018 to February 10, 2019 (the “Cash Flow Forecast”); and 

d. KSV’s recommendation that the entities listed in Appendix “A” be subject to the 
CCAA proceedings, including the rationale for that recommendation.   
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2.0 Activities Since the Initial Application 

1. Since the Initial Application, KSV, Bennett Jones and GSNH have worked diligently 
to develop the Framework.  This has required countless communications and 
meetings with substantially all of the Applicants' mortgagees and/or their legal 
counsel.   

2. The first mortgagees of the properties owned by the companies listed on Appendix 
“A” now appear supportive of the CCAA proceedings, provided it is conducted in a 
manner consistent with the Framework.   

3. There are three projects and/or properties where the first mortgagees are supportive 
of the process but subsequent ranking mortgagees have contacted the proposed 
Monitor, its counsel or counsel to the Applicants, and advised that they are opposed 
to it, or as at the date of this Report, had not conclusively confirmed that they were 
supportive.  These are: 58 Old Kennedy Development Inc. (opposed), the Carrville 
Development 1  (undetermined) and the Anglin Development (undetermined) 2 .  A 
motion is scheduled to be heard on December 6, 2018 (the “December 6th Motion”) in 
order to determine whether any disputed properties should be part of the CCAA 
proceedings.  

4. There is one project, 4 Don Hillock Development Inc., where a decision is pending 
from the first mortgagee.  That project is not contemplated to be included in these 
proceedings at this time.     

5. There is one project, 376 Derry, where the first mortgagee has not contacted any of 
the proposed Monitor, Bennett Jones or GSNH.  The first mortgagee was served on 
November 19, 2018.  It is contemplated that 376 Derry will be part of these 
proceedings. 

6. The key provisions of the Framework include, inter alia, the following:  

Super Monitor 

a. KSV would be appointed “super monitor” under the Initial Order and would, to 
the exclusion of any other person, have all of the rights and powers of the 
Applicants, including collecting all receipts and making all disbursements;  

b. KSV would have exclusive authority over the Sale Process; 

Sale Process Overview 

c. All of the properties subject to the Initial Order (with the exception of Birchmount) 
would be made available for sale.  Birchmount is a completed condominium 
project.  The Applicants’ real estate counsel (not GSNH) is working to close the 
sale of each condominium.  The transactions are expected to close in December 
2018 or early in 2019; 

                                                
1 159, 169 and 189 Carrville Road, Richmond Hill 
2 29 and 31 Anglin Drive, Richmond Hill 
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d. TD will be retained as the exclusive listing agent in the Sale Process.  Its fee 
will be based on the aggregate purchase paid by the Applicants for each of the 
properties subject to these proceedings.  TD’s fee is contemplated to range from 
1.25% to 1.75% of the gross selling price of the properties; 

e. Offers will be solicited in the Sale Process for each property separately, and 
where applicable, as an assembly; 

f. The timelines for the Sale Process are provided in Section 3(1) below; 

g. TD will provide bi-weekly written updates to the Monitor, which will be shared 
with the relevant mortgagees, subject to each mortgagee entering into 
confidentiality arrangements satisfactory to the Monitor.  Each mortgagee shall 
be entitled to make reasonable inquiries on the subject matter of these reports 
and additional details with respect to its particular Property; 

h. Any mortgagee can credit bid its debt at the conclusion of the sale process if 
the Sale Process does not generate proceeds sufficient to repay it in full.  
Subsequent mortgagees opting to credit bid will be required to pay out or reach 
terms acceptable to prior ranking creditors (in their sole discretion) to assume 
their obligations; 

i. Any and all principal, interest and costs will continue to accrue on each 
mortgage in accordance with its terms; 

“Equity Kicker” 

j. To the extent there is equity available in any project of the Applicants after 
payment of all debt, fees and costs owing or incurred in respect of that project 
(in each case, the "Project Equity"), each mortgagee of that project will be entitled 
to receive in cash an amount equal to 10% of the principal amount of its mortgage 
prior to any payment to the project's shareholder (the "Equity Kicker"); provided 
that to the extent there is insufficient Project Equity to pay the Equity Kicker in full, 
each such mortgagee shall be entitled to its pro-rata share of the Equity Kicker 
based on the principal amount of its mortgage.  Any mortgagee entitled to the 
Equity Kicker with a collateral mortgage on a separate Property will be entitled to 
collect its Equity Kicker in respect of any Property where it has a mortgage; 
provided: i) that in no event shall such mortgagee receive in the aggregate an 
Equity Kicker that is greater than 10% of the principal amount of its mortgage 
owed by the primary mortgagor; and ii) the advances it provided were used either 
for the property subject to the mortgage or for another property in the same 
assembly;  

k. The Equity Kicker is a gratuitous incentive created to encourage mortgagees to 
participate in the CCAA process. It allows the mortgagees the opportunity to 
recover more than what they are owed at the expense of the Applicants' 
shareholder;   
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Funding 

l. The Administration Charge will be for the benefit of the Monitor, Bennett Jones 
and GSNH.  The Administration Charge shall rank immediately subordinate to 
the first mortgagee on each property, except in the case of Birchmount, where 
the Administration Charge will rank subordinate to all mortgagees;  

m. The Monitor, Bennett Jones and GSNH will only be paid from proceeds of sale 
after the first mortgagees on each property are paid in full (but before the Equity 
Kicker); 

n. The Administration Charge on each Property will only secure the fees directly 
allocable to the particular Property and such Property's share of the costs not-
directly allocable to a particular Property;   

o. To the extent that the proceeds of realization are not sufficient to repay in full the 
amounts due under the Administration Charge on a particular Property, such 
deficiency can be satisfied from the proceeds of any transaction which remain 
after all mortgagees have been paid in full on any other Property; 

p. Any costs directly allocable to a particular Property will be so allocated.  Those 
costs will be funded as follows: 

i. The first mortgagee on the Property will have the right (but not the 
obligation) to fund such amount as an advance under its mortgage at an 
interest rate accruing at a rate that is the higher of (i) the applicable rate 
under its mortgage and (ii) 9.5% per annum, calculated monthly in arrears;  

ii. If the first mortgagee does not fund such amount, the second mortgagee 
on the Property will have the right (but not the obligation) to fund such 
amount as an advance under its mortgage at an interest rate accruing at a 
rate that is the higher of (i) the applicable rate under its mortgage and (ii) 
9.5% per annum, calculated monthly in arrears. The amount advanced will 
have a first-ranking super-priority charge over the applicable Property only.  
If necessary, this process will continue until all mortgagees on a Property 
have been given the opportunity to fund;  

iii. If no mortgagee on the Property funds such amount, the Monitor will be 
entitled to draw on a standby DIP facility to be arranged by the Monitor3. 
The amount advanced will have a first-ranking super-priority charge over 
the applicable Property only.   

                                                
3 The Monitor has arranged this facility and approval will be sought at a subsequent motion.   



 

ksv advisory inc.  Page 5 

q. Any costs not directly allocable to a particular property (such as the head office 
lease and skeletal employee staff4)5  will be allocated pro-rata based on the 
principal amount of the first mortgage and funded by: 

i. First, using existing available cash of the Applicants; 

ii. Second, to the extent required and available, using any equity generated 
by the sale of any of the Applicants' Properties, including, but not limited to, 
Birchmount6;  

iii. Third, to the extent required, the first mortgagee on each Property will have 
right (but not the obligation) to fund its share as an advance under its 
mortgage at an interest rate accruing at a rate that is the higher of (i) the 
applicable rate under its mortgage and (ii) 9.5% per annum, calculated 
monthly in arrears; 

iv. If the first mortgagee does not fund such amount, the second mortgagee 
on the Property will have the right (but not the obligation) to fund such 
amount as an advance under its mortgage at an interest rate accruing at a 
rate that is the higher of (i) the applicable rate under its mortgage and (ii) 
9.5% per annum, calculated monthly in arrears. The amount advanced will 
have a first-ranking super-priority charge over the applicable Property only.  
If necessary, this process will continue until all mortgagees on a Property 
have been given the opportunity to fund; and 

v. If no mortgagee on the Property funds such amount, the Monitor shall be 
entitled to draw such amount under a standby DIP facility to be arranged 
by the Monitor. The amount advanced will have a first-ranking super-priority 
charge over the applicable Property only. 

7. The Monitor will prepare rolling monthly cash flows in respect of costs that cannot be 
directly allocated to a particular property. Such cash flows will be provided to each 
mortgagee.  The total indirect costs for the duration of the Sale Process is estimated to 
be less than $400,0007, which amount is to be controlled by the Monitor, as funded, 
and is to be allocated across all first mortgagees on a pro-rata basis based on the 
principal amount of their mortgage.  These costs include payroll for a small number of 
the Applicants’ employees who have knowledge of the projects and who will facilitate 
the sale process. 

                                                
4 No wages or other amounts will be paid to Mr. Wang or any known relative of his.   
5 These amounts are currently estimated not to exceed $50,000 per month in the aggregate.  
6 The Applicants have advised that there may be at least $1 million of net proceeds from this transaction available to 
fund costs of these proceedings.  KSV has been trying to confirm this with the Applicant’s real estate counsel (not 
GSNH) who is handling this matter.  
7 Subject to adjustment, which is not anticipated to be material. 
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3.0 Sale Process 

1. The intended Sale Process and related timelines are summarized in the table below.  
The timelines in this process assume a CCAA commencement date of November 30, 
2018.  Delays commencing the CCAA will result in corresponding delays in the Sale 
Process timeline.  Properties added to the CCAA after November 30, 2018 may have 
corresponding delays in the timeline.  If the commencement of these proceedings is 
delayed until the holiday season, a short additional delay is likely.   

Summary of Sale Process 

Milestone Description of Activities Timeline 

Phase 1 – Underwriting 

Finalize marketing materials  Advisor and the Monitor to: 

o prepare an offering summary; 

o populate an online data room; and 

o prepare a confidentiality agreement (“CA”). 

 

 

 

November 30, 

2018  

to 

February 5, 

2019 

 

Prospect Identification  Advisor to develop a master prospect list. 

 Advisor will qualify and prioritize prospects.  

 Advisor will have pre-marketing discussions 

with targeted prospects.  

Phase 2 – Marketing  

Stage 1  Mass market introduction, including: 

o Offering summary and marketing materials 

printed; 

o publication of the acquisition opportunity 

in The Globe and Mail (National Edition) 

and other community or industry targeted 

publications, as applicable;  

o telephone and email canvass of leading 

prospects, both from a sale and refinancing 

perspective; and 

o meet with and interview prospective 

bidders. 

 Assist the Monitor and its legal counsel in the 

preparation of a Vendor’s form of Purchase and 

Sale Agreement (the “PSA”). 

 Advisor to provide detailed information to 

qualified prospects which execute the CA 

including an offering summary and access to 

the data room. 

 Advisor to facilitate all diligence by interested 

parties. 

February 6, 

2019  

to  

March 26, 

2019 
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Summary of Sale Process 

Milestone Description of Activities Timeline 

Stage 3  Prospective purchasers to submit PSAs.  March 27, 

2019 

Phase 3 – Offer Review and Negotiations 

Short-listing of Offers  Short listing bidders. 

 Further bidding - Interested bidders may be 

asked to improve their offers in as many rounds 

of bidding as is required to maximize the 

consideration. 

April 3, 2019 

Selection of Successful Bid  Select successful bidder and finalize definitive 

documents. 
April 10, 2019 

Sale Approval Motion and Closing  Motion for transaction approval and close 

transaction.  

April 17, 2019 

to April 24, 

2019 

4.0 Cash Flow Forecast  

1. The Applicants have prepared a Cash Flow Forecast for the period November 30, 
2018 to February 10, 2019.  The Cash Flow Forecast and the Applicants’ statutory 
report on the cash flow prepared pursuant to Section 10(2)(b) of the CCAA is attached 
as Appendix “C”. 

2. Based on KSV’s review of the Cash Flow Forecast, the assumptions appear 
reasonable.  KSV’s statutory report on the Cash Flow Forecast is attached as 
Appendix “D”.   

5.0 Conclusion and Recommendation 

1. At the commencement of this process, the Applicants were comprised of 30 
companies which own 18 real estate projects and owe more than $220 million in 
mortgage debt.  At the last two Court attendances in this matter, the senior 
mortgagees on several projects were permitted to move forward with their own 
enforcement processes and accordingly the entities that own that real estate are not 
part of the contemplated CCAA proceedings. 

2. TD is to be the listing brokerage in the Sale Process.  TD’s commission is significantly 
less than the commission that would be payable if the properties were sold separately.  
A copy of TD’s Listing Agreement is attached as Appendix "B".  At the time this Third 
Supplemental Report was finalized, the Listing Agreement had been signed by TD 
and KSV, as Proposed Monitor, and it was with the Applicants’ representative to be 
executed.     
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3. This CCAA is focused on the overriding goal of maximizing value on a timely basis. 
In this regard,  

a. senior mortgagees will have the benefit of an expedited sale process completed 
under the supervision of the Court.  The Sale Process timelines are intended to 
be consistent with or superior to their enforcement rights under their mortgages, 
such as a power of sale.  Senior mortgagees also gain the benefit of a Court-
supervised process, which assists to insulate them from improvident realization 
claims from junior ranking mortgagees; and 

b. subordinate ranking mortgagees gain the benefit of an orderly sale process, 
which is more likely to maximize value than a mortgagee enforcement process, 
especially in the case of properties that are part of an assembly. 

4. Since the date of the Initial Application: 

a. KSV, Bennett Jones and GSNH have discussed with each of the mortgagees 
their concerns with the proposed CCAA.  The intended CCAA process responds 
to those concerns, including: 

i. KSV will be appointed “Super Monitor" given concerns about the 
Applicants’ management raised by several mortgagees; 

ii. the Monitor, its counsel and the Company’s counsel will defer payment of 
their fees until each property is sold – fees are to be paid from sale 
proceeds; 

iii. neither the proposed stay of proceedings in the Initial Order nor the 
extensions under the NOIs restrict mortgagees on the excluded properties 
from enforcing their mortgages, including guarantee claims they have 
against Forme Development Group Inc. or Mike Wang personally; 

iv. the mortgagees will have the option to fund all disbursements on the basis 
set out in the proposed Initial Order, which is intended to minimize 
drawings under the Standby DIP facility; 

v. mortgagees will be entitled to a fee of up to 10% of the principal amount 
of their mortgages; and 

vi. any mortgagee will have the right to credit bid its debt if the mortgagee is 
not paid in full from the transaction proceeds.  Any subsequent ranking 
mortgagee would also have the right to pay out prior ranking creditors or 
assume the prior ranking creditors on terms acceptable to those creditors 
in their sole discretion. 

5. Given the significant debt carrying costs and the Applicants’ negligible liquidity, it is 
important that these proceedings, and the Sale Process, commence forthwith. 
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6. In respect of the December 6th Motion, KSV is of the view that the rights of a 
subsequent mortgagee should not trump those of prior ranking mortgagees.  To the 
extent that a subsequent ranking mortgagee does not wish to participate in this 
process, they should be obligated to repay in full prior ranking mortgagees or to 
participate in the CCAA proceedings.  This is not an issue for the present motion.  

7. The Proposed Monitor continues to be of the view that this process is in the interest 
of the mortgagees.  It is to be conducted on a timely basis and is cost effective.  It 
also preserves the rights of mortgagees.  It will not unnecessarily tie up any property 
for an extended period of time.  Offers for the properties will be received early in 2019, 
and if those offers are not acceptable, the mortgagees have a right to credit bid or 
otherwise enforce their mortgages.  The process will be transparent and the Proposed 
Monitor intends to communicate frequently with the mortgagees concerning the Sale 
Process. 

*     *     * 

All of which is respectfully submitted, 

 
 
KSV KOFMAN INC. 
IN ITS CAPACITY AS PROPOSED MONITOR OF  
FORME DEVELOPMENT GROUP INC. AND  
THE AFFILIATED ENTITIES LISTED ON APPENDIX “A” 
TO THE FIRST REPORT 
AND AS PROPOSAL TRUSTEE OF THE NOI ENTITIES 
AND NOT IN ITS PERSONAL CAPACITY 
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List of Applicants 
 

Forme Development Group Inc. 

250 Danforth Development Inc. 

3310 Kingston Development Inc. 

1296 Kennedy Development Inc. 

1326 Wilson Development Inc. 

376 Derry Development Inc. 

5507 River Development Inc. 

4439 John Development Inc. 

9500 Dufferin Development Inc. 

2358825 Ontario Ltd. 
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Forme Development Group Inc. and the other companies listed on Schedule "A" (the "Applicants")
Projected Cash Flow

For the Period Ending February 10, 2019
(Unaudited; C$)

Notes 02-Dec-18 09-Dec-18 16-Dec-18 23-Dec-18 30-Dec-18 06-Jan-19 13-Jan-19 20-Jan-19 27-Jan-19 03-Feb-19 10-Feb-19 Total
1

Receipts

Collections 2 - - - - - 70,000 - - - - - 70,000

Total Receipts - - - - - 70,000 - - - - - 70,000

Disbursements

Consulting fees 3 - - - - - - - - - - - -

Insurance - - 13,960 - - - - 9,868 - - - 23,827

Office and general expenses 4 1,250 1,325 2,350 925 3,550 1,250 2,350 850 2,350 850 2,750 19,800

Payroll costs 5 26,000 6,750 26,000 - 15,000 6,750 10,000 - 10,000 - 10,000 110,500

Property taxes 6 - - - - - - - - - - - -

Rent payments 7 8,073 - - - 8,073 - - - - 8,073 - 24,219

Maintenance expenses 8 6,050 6,050 6,050 6,050 6,050 6,050 6,050 6,050 6,050 6,050 6,050 66,550

Utility payments 2,440 - - 560 1,900 - - - 1,700 1,600 - 8,200

Other operating expenses 2,950 2,950 2,950 2,950 2,950 2,950 2,950 2,950 2,950 2,950 2,950 32,450
Miscellaneous 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 55,000

Total Disbursements 51,763 22,075 56,310 15,485 42,523 22,000 26,350 24,718 28,050 24,523 26,750 340,546

Net Cash Flow before the undernoted (51,763) (22,075) (56,310) (15,485) (42,523) 48,000 (26,350) (24,718) (28,050) (24,523) (26,750) (270,546)

Professional fees re: restructuring 9 - - - - - - - - - - - -
Net Cash Flow (51,763) (22,075) (56,310) (15,485) (42,523) 48,000 (26,350) (24,718) (28,050) (24,523) (26,750) (270,546)

Opening cash balance 10 169,450 117,687 95,612 39,303 23,818 - 48,000 21,650 - - - 169,450
Net cash flow (51,763) (22,075) (56,310) (15,485) (42,523) 48,000 (26,350) (24,718) (28,050) (24,523) (26,750) (270,546)
DIP funding required 11 - - - - 18,705 - - 3,068 28,050 24,523 26,750 101,096

Closing cash balance 117,687 95,612 39,303 23,818 - 48,000 21,650 - - - - -



Forme Development Group Inc. and the other companies listed on Schedule "A" (the "Applicants")
Notes to Projected Statement of Cash Flow

For the Period Ending February 10, 2019
(Unaudited; $C)

Purpose and General Assumptions

1. The purpose of the projection is to present a cash forecast of Forme Development Group Inc. and the
companies listed on Schedule "A" (together, the "Forme Group") for the period November 30, 2018 to
February 10, 2019 (the "Period") in respect of their proceedings under the Companies' Creditors Arrangement

Act.

The projected cash flow statement has been prepared based on hypothetical and most probable
assumptions.

Hypothetical Assumptions

2. Represents forecasted cost contributions from the mortgagees during the Period.

Most Probable Assumptions

3. No consulting fees and expenses for municipal lawyers, architects, municipal planners, civil engineers,
environmental engineers, landscape architects, traffic consultants and permits have been forecasted during
the Period. These costs will be reviewed on a project-by-project basis as they arise to determine what further
costs, if any, should be incurred during the Period. These costs, to the extent necessary, would be funded by
the mortgagees and they would receive a DIP certificate in respect of the amounts funded.

4. Represents office supplies, IT expenses, photocopier lease expenses, postage and office cleaning costs.

5. Payroll is paid bi-weekly. Payroll includes source deductions, benefits and WSIB.

6. For the time being, no property taxes are assumed to be paid during the Period.

7. Represents rent payments for the Forme Group's head office and a sales center for the Danforth development.

8. Includes costs for fence rental, daily inspection, minor housekeeping, the removal of garbage, yard
maintenance and general repairs.

9. Represents professional fees for the Monitor, its legal counsel and legal counsel to the Forme Group.
Professional fees will accrue through the Period and are to be paid from proceeds of the sale of each property.

10. Represents the opening cash balance in the Forme Group's bank accounts as at November 30, 2018. This
balance is being confirmed.

11. Represents an estimate of the funding requirement, before interest and fees. Funding to be provided by
mortgagees or the Standby DIP Lender.
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ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 
 

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, 
R.S.C. 1985, c.C-36, AS AMENDED 

 
AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF 

FORME DEVELOPMENT GROUP INC. AND THE OTHER COMPANIES LISTED ON 
SCHEDULE “A” HERETO 

MONITOR’S REPORT ON CASH FLOW STATEMENT 
(paragraph 23(1)(b) of the CCAA) 

 
 
The attached statement of projected cash-flow of Forme Development Group and those other 
entities listed on Schedule “A” hereto (collectively, the “Applicants”), as of the 29th day November, 
2018, consisting of a weekly projected cash flow statement for the period November 30, 2018, to 
February 10, 2019 (“Cash Flow”) has been prepared by the management of the Applicants for the 
purpose described in Note 1, using the probable and hypothetical assumptions set out in the notes 
to the Cash Flow.  

Our review consisted of inquiries, analytical procedures and discussions related to information 
supplied by the management and employees of the Applicants.  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 Cash Flow.  We have also reviewed the support 
provided by management for the probable assumptions and the preparation and presentation of 
the Cash Flow. 

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 Cash Flow; 

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 Applicants or do not provide a 
reasonable basis for the Cash Flow, given the hypothetical assumptions; or 

c) the Cash Flow does not reflect the probable and hypothetical assumptions. 

Since the Cash Flow 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 Cash Flow will be 
achieved.  We express no opinion or other form of assurance with respect to the accuracy of any 
financial information presented in this report, or relied upon in preparing this report. 
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The Cash Flow 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 at Toronto this 29th day of November, 2018. 

 
 
 
 
KSV KOFMAN INC. 
IN ITS CAPACITY AS PROPOSED CCAA MONITOR OF  
THE APPLICANTS 
AND NOT IN ITS PERSONAL CAPACITY 


