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1.0 Introduction

1. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List) (the
“Court”) made on November 30, 2018, as amended and restated on December 6,
2018 (the “Initial Order”), Forme Development Group Inc. and the affiliated entities
listed on Appendix “A” (the “Applicants”) were granted protection under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the
“CCAA”), and KSV Kofman Inc. (“KSV”) was appointed monitor (in such capacity, the
“Monitor”). A copy of the Initial Order is attached as Appendix “B”.

2. The principal purpose of these proceedings is to create a stabilized environment to
conduct a Court-approved sale process for the Applicants’ real property.

3. On December 6, 2018, upon a motion by Home Trust Company (“Home Trust”), the
Initial Order was amended to, inter alia, (a) extend the stay provisions to Yuan Hua
Wang (“Mr. Wang”) and his spouse, Hua Qin Zhang, in relation to two residential
properties owned by them personally in Richmond Hill, Ontario, being 59 Elm Avenue
(“59 Elm”) and 63 Elm Avenue (“63 Elm”) (jointly, the “Elm Properties”); and (b) include
the Elm Properties in the sale process being conducted by the Monitor (the “Sale
Process”).

4. KSV is filing this report (“Report”) in its capacity as Monitor.

COURT FILE NO.:CV-18-608313-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)
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1.1 Purposes of this Report

1. The purposes of this Report are to:

a) provide background information about these proceedings;

b) provide the results of the Sale Process for the Elm Properties;

c) summarize the following transactions (the “Recommended Transactions”) for:

i. 59 Elm, pursuant to an Agreement of Purchase and Sale dated August 4,
2019 (as amended, the “59 Elm APS”) between the Monitor and Nehal A.
Syed (the “59 Elm Purchaser”) (the “59 Elm Transaction”); and

ii. 63 Elm, pursuant to an Agreement of Purchase and Sale dated July 29,
2019 (as amended, the “63 Elm APS”) between the Monitor and Neil Vora
and Reena Vora (jointly, the “63 Elm Purchaser”) (the "63 Elm
Transaction”);

d) set out the basis on which the Monitor is recommending Court approval of the
Recommended Transactions;

e) explain why the Monitor is of the view that the Confidential Appendix to this
Report should be sealed pending further order of the Court;

f) provide the Monitor’s recommended distribution of the sale proceeds from the
Recommended Transactions (the “Distributions”); and

g) recommend that the Court issue orders:

i. approving the 59 Elm APS, the 63 Elm APS and the Recommended
Transactions;

ii. authorizing and directing the Monitor to complete the Recommended
Transactions and to convey the Elm Properties to the 59 Elm Purchaser
and the 63 Elm Purchaser, as applicable, and vesting the Elm Properties
in the 59 Elm Purchaser and the 63 Elm Purchaser, as applicable, on
closing, free and clear of claims and encumbrances other than the
permitted encumbrances, upon execution and delivery of a certificate by
the Monitor confirming completion of each of the Recommended
Transactions;

iii. sealing the Confidential Appendix to this Report pending further order of
the Court; and

iv. approving the Distributions.
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1.2 Restrictions

1. In preparing this Report, KSV has relied upon the Applicants’ unaudited financial
information. KSV has not audited, reviewed or otherwise verified the accuracy or
completeness of the information in a manner that would comply with Generally
Accepted Assurance Standards pursuant to the Chartered Professional Accountants
Canada Handbook.

2. KSV expresses no opinion or other form of assurance with respect to the financial
information presented in this Report or relied upon by KSV in preparing this Report.
Any party wishing to place reliance on the Applicants’ financial information should
perform its own due diligence and any reliance placed by any party on the information
presented herein shall not be considered sufficient for any purpose whatsoever.

2.0 Background

1. The Applicants are part of a commercial and residential real estate group of 29
companies comprising 18 projects (the “Forme Group”) which developed low-rise,
high-rise, mixed-use and hospitality projects. The Applicants’ properties are primarily
located in the Greater Toronto Area.

2. In advance of these proceedings, KSV filed a report to Court dated November 6, 2018
in its capacity as proposed CCAA monitor (the “Proposed Monitor’s Report”). KSV
also filed three supplements to the Proposed Monitor’s Report (the “Supplemental
Reports”). Detailed information about the Forme Group and these proceedings is
provided in the Proposed Monitor’s Report and the Supplemental Reports and,
accordingly, that information is not repeated in this Report.

3. Copies of all Court materials filed in these proceedings, including the Proposed
Monitor’s Report and the Supplemental Reports, are available on the Monitor’s
website at https://www.ksvadvisory.com/insolvency-cases/case/forme-development-
group-inc.

3.0 The Elm Properties

1. Mr. Wang and his spouse are joint owners of the Elm Properties. Mr. Wang built both
homes. Each home is two stories and more than 5,000 square feet, including five
bedrooms and eight washrooms.

2. Construction of the Elm Properties was substantially completed prior to the
commencement of these proceedings, subject to a significant number of deficiencies
which were identified during the Sale Process. Home Trust funded the Monitor to
engage contractors to address the deficiencies as they were impairing the saleability
of the properties. Additionally, as at the date of the Initial Order, occupancy permits
(the “Occupancy Permits”) had not been issued by the City of Richmond Hill for either
of the Elm Properties. This was not communicated by Mr. Wang to the Monitor prior
to these proceedings, and accordingly, it was unknown to the Monitor at the date the
properties were listed for sale.

3. The Monitor understands that the work to repair the deficiencies was substantially
completed on or around August 12, 2019 and an inspection was conducted by the
City of Richmond Hill on August 13, 2019. A follow-up inspection is being arranged
for the week of August 19, 2019. The Occupancy Permits can only be issued once
the deficiencies are addressed to the satisfaction of the City of Richmond Hill.
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4. As noted below, each of the Elm Properties was initially listed for sale in January 2019
for $3.4 million. In advance of these proceedings, Mr. Wang advised the Monitor that,
in his opinion, the purchase price for each home should be in the range of $5 million.
Mr. Wang advised the Monitor that he was of the view that the original asking price of
$3.4 million was too low. The Monitor understands that Mr. Wang also had
discussions in this regard with Home Trust.

5. The registered mortgagees of the Elm Properties are1:

a) Home Trust, which holds a first-ranking mortgage against each of the Elm
Properties, securing two separate loans, each in the principal amount of
$2.695 million, plus interest and costs, including the costs to repair the
deficiencies;

b) 348 Mortgage Investments Ltd., which registered a second mortgage against
both Elm Properties in a single mortgage. The principal amount of this
mortgage is $1.35 million; and

c) 2603616 Ontario Inc., which registered a third mortgage against both Elm
Properties in a single mortgage. The principal amount of this mortgage is
$2.5 million.

4.0 Sale Process

4.1 Overview

1. Paragraph 25(i) of the Initial Order provides that “in the case of the Elm Avenue
Properties, the listing agent shall be chosen in consultation with the first mortgagee
on those Properties”. Accordingly, immediately upon its appointment, the Monitor
consulted with Home Trust to select the listing agent.

2. At Home Trust’s request, Marta Bruno of Royal LePage Real Estate Professionals
(“Royal LePage”) was requested to submit a proposal to list the Elm Properties. The
proposal included:

a) a marketing plan;

b) a suggested list price;

c) background information concerning Royal LePage, including relevant and
comparable listings in the Richmond Hill area; and

d) a commission rate.

3. In consultation with Home Trust, the Monitor entered into a listing agreement with
Royal LePage on January 16, 2019.

1 Interest and costs continue to accrue on each of the mortgages discussed herein.
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4. Since that time, Royal LePage marketed the Elm Properties. Its marketing efforts
included:

a) listing each of the Elm Properties on the Multiple Listing Service (“MLS”) system;

b) placing ads in the Richmond Hill Liberal during the weeks of February 14, 2019
and March 7, 2019;

c) arranging for an agent’s open house, having seven open houses for the public
and conducting numerous showings; and

d) placing “for sale” signs on the properties.

5. The Elm Properties were marketed on an “as is, where is” basis and prospective
purchasers were advised that any transaction is subject to Court approval.

6. In determining the list price, Royal LePage provided the Monitor with a summary of
the Richmond Hill residential real estate market based on recent comparable
transactions and listings. Based on the information provided by Royal Lepage, the
original list price was $3.4 million. Royal Lepage commenced marketing the
properties on or about January 16, 2019.

7. As a result of feedback from Royal Lepage (which it received from potential
purchasers and other agents during the Sale Process), as well as the offers received
during the Sale Process, the asking price was reduced twice, first to $3.1 million on
April 11, 2019 and then to $2.9 million on June 13, 2019. Home Trust consented to
each price reduction.

4.2 Sale Process Results

1. Since being listed on January 16, 2019:

a) there were 95 showings for each of 59 Elm and 63 Elm; and

b) multiple offers were submitted for each of the Elm Properties. A more detailed
summary of Royal Lepage’s marketing efforts, as well as the offers received, is
provided in a letter from Royal LePage dated August 13, 2019, which is attached
as Confidential Appendix “1”. For the reasons set out in Section 5.1 of this
Report, the Monitor believes it is appropriate to seal Royal LePage’s letter
pending further order of the Court.

2. The initial offer from the 63 Elm Purchaser was received on July 16, 2019. It was
negotiated thereafter and accepted on July 31, 2019. Home Trust advised the Monitor
that it consents to the 63 Elm Transaction.

3. The initial offer from the 59 Elm Purchaser was received on July 19, 2019. It was
negotiated thereafter and accepted on August 9, 2019. Home Trust advised the
Monitor that it consents to the 59 Elm Transaction.



ksv advisory inc. Page 6

5.0 Recommended Transactions

1. A summary of the Recommended Transactions is provided in the table below.

Description 59 Elm Transaction 63 Elm Transaction

Purchaser Nehal A. Syed Neil Vora and Reena Vora

Purchased
Assets

59 Elm and the
chattels/fixtures set out in the

59 Elm APS

63 Elm and the
chattels/fixtures set out in the

63 Elm APS

Purchase Price,
including HST

$2,703,000 $2,694,000

Deposit A $100,000 deposit has been paid by both the 59 Elm Purchaser and the
63 Elm Purchaser. The deposits are being held in trust by Royal
LePage.

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.

Closing Date September 18, 2019, subject to the
59 Elm Purchaser’s ability to
accelerate or delay closing by up to
30 days.

October 31, 2019, subject to the 63
Elm Purchaser’s ability to
accelerate or delay closing by up
to 30 days.

Material
Conditions

The preliminary inspection and financing conditions for both transactions
were waived by each purchaser. As at the date of this Report, the only
material condition precedents to the Recommended Transactions are
Court approval and receipt of the Occupancy Permits.

2. Copies of the APS for each of 59 Elm and 63 Elm are attached as Appendices “C”
and “D”, respectively.

5.1 Sealing

1. The Monitor recommends that Royal LePage’s letter dated August 13, 2019 be filed
with the Court on a confidential basis and remain sealed pending further order of the
Court as the availability of certain information in the letter, including a summary of all
offers submitted and market feedback, may negatively impact any future sale process
for the Elm Properties if the Recommended Transactions do not close.

2. The Monitor does not believe that any stakeholder will be prejudiced if the information
is sealed. Keeping this information sealed pending further order of the Court will
assist to facilitate the Sale Process.

5.2 Recommendation

1. The Monitor recommends that the Court issue orders approving the Recommended
Transactions for the following reasons:

a) Royal Lepage undertook customary and appropriate steps to market and sell
the Elm Properties;

b) the Recommended Transactions provide for the greatest recovery available in
the circumstances;
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c) in the Monitor’s view, the seven-month listing period, which included 95
showings and multiple offers for each home, reflects that the market has been
thoroughly canvassed and that further time spent listing the Elm Properties is
unlikely to improve the recoveries;

d) Home Trust has consented to the Recommended Transactions. Home Trust
will incur a shortfall on each of its mortgages;

e) the Recommended Transactions eliminate maintenance costs, property taxes
and professional fees that are continuing to accrue; and

f) Royal LePage is a reputable and qualified realtor who was retained to list the
Elm Properties under the Monitor’s supervision. In its letter dated August 13,
2019 (Confidential Appendix “1”), Royal LePage concludes that the values of
the Recommended Transactions are reasonable and consistent with market
relative to recent comparable sales in the Richmond Hill area.

2. Pursuant to the Initial Order, the Monitor is authorized to execute and complete the
Recommended Transactions. The Monitor has kept Mr. Wang’s legal counsel
apprised of the Sale Process for the Elm Properties, as well as the status of the
Recommended Transactions. The Monitor also provided copies of the offers2 to
Mr. Wang’s legal counsel in accordance with an undertaking approved by the Court
on March 18, 2019 among the Monitor, Mr. Wang and certain affiliates of the
Applicants.

6.0 Proposed Distribution of Sale Proceeds

1. Subject to Court approval, the Monitor intends to distribute the sale proceeds of the
Recommended Transactions as follows:

Description 59 Elm Transaction 63 Elm Transaction

First Royal LePage’s commission, being 3.5% of the sale price, plus HST.

Second Property tax arrears3, being approximately $13,000 and $4,000 for 59 Elm
and 63 Elm, respectively.

Third As these properties are newly built residential homes, HST is payable on
the sale prices. Accordingly, the HST portion of the purchase price will be
retained by the Monitor and remitted to Canada Revenue Agency.

Fourth Balance to be distributed to Home Trust.

2 The offers provided to Mr. Wang’s legal counsel were redacted to remove the identity of the bidders.

3 Based on a statement issued by the City of Richmond Hill dated July 9, 2019.
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2. The Monitor believes the proposed Distributions are appropriate as:

a) they are consistent with the terms of the applicable APS and the Initial Order;
and

b) Bennett Jones has provided opinions to the Monitor which, subject to standard
assumptions and qualifications contained therein, conclude that the mortgages
granted to Home Trust, as registered on title to the applicable property by way
of a mortgage, create valid and perfected security interests in the applicable real
property subject to the 59 Elm APS and the 63 Elm APS.

7.0 Conclusion and Recommendation

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

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
SOLELY IN ITS CAPACITY AS MONITOR OF
FORME DEVELOPMENT GROUP INC. AND
THE AFFILIATED ENTITIES LISTED ON APPENDIX “A”
AND NOT IN ITS PERSONAL CAPACITY
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