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ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

BETWEEN:

KINGSETT MORTGAGE CORPORATION

APPLICANT
- AND -

GENERX (BYWARD HALL) INC.

RESPONDENT

REPORT OF
KSV KOFMAN INC.

AS PROPOSED RECEIVER

JUNE 13, 2017

1.0 Introduction

1. This report (“Report”) is filed by KSV Kofman Inc. (“KSV”) as proposed receiver of the
real property ("Real Property") registered on title as being owned by Generx (Byward
Hall) Inc.1 (the “Company”) and of all of the Company’s assets, undertakings and
properties acquired for or used in relation to the Real Property (together with the Real
Property, the "Property"). KSV has consented to act as receiver of the Property. A
copy of KSV’s consent is attached as Appendix “A”.

2. The principal purpose of the proposed receivership proceedings is to conduct a sale
process for the Property under the supervision of a Court-appointed receiver.

1.1 Purposes of this Report

1. The purposes of this Report are to:

a) provide background information on the proposed receivership proceedings;

b) summarize a recommended process pursuant to which the Property is to be
marketed for sale, including the retention of SVN Rock Advisory Inc. (“SVN”) to
act as listing agent (“Sale Process”);

1 Formerly known as Textbook (256 Rideau Street) Inc.
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c) summarize the terms under which KSV proposes to borrow up to $200,000
under Receiver Certificates (the “Receiver’s Borrowings”) from KingSett
Mortgage Corporation (“KingSett”), which has two mortgages on the Real
Property totalling $8.25 million, before interest, fees and costs that continue to
accrue; and

d) recommend that the Court issue an order:

 approving the Sale Process;

 approving the terms of the Receiver’s Borrowings; and

 sealing the confidential appendix.

2.0 Background

1. The Company purchased the Real Property in November, 2015 for $11 million. The
municipal addresses of the Real Property are 256 Rideau Street and 211 Besserer
Street, Ottawa, Ontario. The Real Property is vacant land. The Company intended
to develop student housing residences on the Real Property.

2. The Company’s officers and directors are John Davies (“Davies”) and Walter
Thompson (“Thompson”).

3. In addition to KingSett’s mortgages, there are two construction liens registered on title
to the Real Property totalling approximately $906,000.

2.1 Trustee Corporations and Davies Developers’ Proceedings

1. Pursuant to an order of the Ontario Superior Court of Justice (“Court”) dated
October 27, 2016, Grant Thornton Limited was appointed Trustee (“Trustee”) of
eleven entities2 which raised monies from investors through syndicated mortgage
investments (collectively, the “Trustee Corporations”). .Eight of the Trustee
Corporations then advanced these monies on a secured basis pursuant to loan
agreements (“Loan Agreements”) between a Trustee Corporation and the
Receivership Companies (as defined below) and four other related entities
(collectively, the “Davies Developers”).

2 Textbook Student Suites (525 Princess Street) Trustee Corporation, Textbook Student Suites (555 Princess Street)
Trustee Corporation, Textbook Student Suites (Ross Park) Trustee Corporation, 2223947 Ontario Limited, MC Trustee
(Kitchener) Ltd., Scollard Trustee Corporation, Textbook Student Suites (774 Bronson Avenue) Trustee Corporation,
7743718 Canada Inc., Keele Medical Trustee Corporation, Textbook Student Suites (445 Princess Street) Trustee
Corporation and Hazelton 4070 Dixie Road Trustee Corporation
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2. Pursuant to an order made by the Court on February 2, 2017, as amended by orders
made on April 28, 2017 and May 2, 2017, KSV was appointed receiver and manager
of the real property registered on title as being owned by, and of all of the assets,
undertakings and properties acquired for or used in relation to the real property of,
Scollard Development Corporation (“Scollard”), Memory Care Investments
(Kitchener) Ltd. (“Kitchener”), Memory Care Investments (Oakville) Ltd. (“Oakville”),
1703858 Ontario Inc. (“Burlington”), Legacy Lane Investments Ltd. (“Legacy Lane”),
Textbook (555 Princess Street) Inc. (“555 Princess”) and Textbook (525 Princess
Street) Inc. (“525 Princess” and collectively with the other entities, the “Receivership
Companies”).

3. Davies is the sole director and officer of Scollard, Kitchener, Oakville, Burlington and
Legacy Lane. Thompson and Davies are the sole directors and officers of 555
Princess and 525 Princess.

4. As set out in KSV’s Third Report to Court dated May 16, 2017 in its capacity as
receiver and manager of certain property of the Receivership Companies (the “Third
Report”), 555 Princess, Kitchener and Burlington transferred $3.7 million to the
Company in contravention of the provisions of the Loan Agreements entered into by
555 Princess, Kitchener and Burlington. The monies appear to have been advanced
in connection with the Company’s purchase of the Real Property. A copy of the Third
Report is attached as Appendix “B”, without appendices.

5. On May 17, 2017, KSV brought an ex parte motion for an order permitting it to register
a Certificate of Pending Litigation (“CPL”) on title to the Real Property. On May 17,
2017, the Court granted the order (the “May 17th Order”) and the CPL was registered
on title shortly thereafter. A copy of the May 17th Order is attached as Appendix “C”.

6. As of the date of this Report, no party has contested the making of the May 17th Order
nor any aspect of the Third Report.

7. At the time of the May 17th Order, KingSett was in the process of commencing a sale
of the Real Property as it had:

a) made written demand for payment on the Company of the full amount
outstanding under its mortgages and served a Notice of Intention to Enforce
Security pursuant to Section 244 of the Bankruptcy and Insolvency Act; and

b) served a Notice of Sale under Mortgage pursuant to the Mortgages Act, R.S.O.
1990, c. M.40, with a deadline date for payment of April 19, 2017.

8. Due to the complexity resulting from the Davies Developers’ insolvency proceedings
and the filing of the CPL, KingSett determined that it is appropriate that the Real
Property be sold in a Court-supervised process.

9. The appointment of KSV as the receiver of the Property will result in efficiencies for
the benefit of all creditors due to its knowledge of the business and affairs of the
Davies Developers.
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10. In the event that there is a priority dispute between KSV, as receiver, in respect of the
claims underlying the CPL and KingSett’s security, KSV would appoint a claims officer
to resolve the dispute - KSV would not determine the priority issue as it would find
itself in a conflict position. KSV does not, however, believe there is a priority issue
between KingSett’s mortgages and the claims underlying the CPL as KingSett’s
mortgages appear to rank in priority to those claims. Additionally, KSV’s legal
counsel, Bennett Jones LLP, has provided KSV with an opinion confirming the validity
and enforceability of KingSett’s mortgages, subject to standard qualifications and
assumptions.

11. If appointed receiver, KSV intends to forthwith vacate the CPL and dismiss the related
action as the actions will no longer be required since the Real Property will be sold
pursuant to a Court supervised sale process under its direction, and no proceeds will
be distributed without the approval of KSV and the Court.

3.0 Sales Process

1. KSV recommends that SVN be retained as the listing agent. SVN has extensive
experience selling student housing projects and is familiar with the Real Property and
the intended project. SVN sold the Real Property to the Company. SVN and KSV
have agreed to the commission structure provided in the listing agreement (“Listing
Agreement”) and KingSett has consented to it. The commission payable to SVN
increases with the value of the transaction, creating alignment between SVN and the
Company’s creditors. The commission rates reflect the complexity of selling the Real
Property.

2. The Listing Agreement includes a carve-out for certain transactions for which SVN
would not earn a commission, including a redemption of KingSett’s security.
Additionally, SVN would not earn a commission on a transaction that was recently
presented to KingSett by one of the Company's principals.

3. A copy of the Listing Agreement, redacted for SVN’s commission structure, is
attached as Appendix “D”. An unredacted version of the Listing Agreement is
attached as Confidential Appendix “1”. KSV proposes to file the unredacted Listing
Agreement on a sealed basis for the reasons provided below.

3.1 Confidentiality

1. KSV respectfully requests that the unredacted Listing Agreement be filed with the
Court on a confidential basis and be sealed (“Sealing Order”) as it contains
confidential information, including the commission structure. If these documents are
not sealed, the information in these documents may negatively impact realizations on
the Real Property. KSV is not aware of any party that will be prejudiced if the
information is sealed. KSV believes the proposed Sealing Order is appropriate in the
circumstances.
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3.2 Sale Process

1. The recommended Sale Process is summarized in the table below.

Summary of Sale Process

Milestone Description of Activities Timeline

Phase 1 – Underwriting

Due diligence  SVN to review all available documents

concerning the Real Property, including

environmental reports and planning and

development reports.

Week 1

Finalize marketing

materials

 SVN and KSV to:

o prepare a development summary;

o populate an online data room;

o prepare a confidentiality agreement (“CA”);

and

o prepare a Confidential Information

Memorandum (“CIM”).

Prospect

Identification

 SVN to develop a master prospect list. SVN will

qualify and prioritize prospects.

 SVN will also have pre-marketing discussions

with targeted developers.

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);

o telephone and email canvass of leading

prospects; and

o meet with and interview bidders.

Weeks 2-3

Stage 2  SVN to provide detailed information to qualified

prospects which sign the CA, including the CIM

and access to the data room;

 SVN to facilitate all diligence by interested

parties;

 SVN will canvass the market and then

determine a bid date in conjunction with KSV;

and

 KSV will prepare a Vendor’s form of Purchase

and Sale Agreement (“PSA”)

Week 4 - TBD

Stage 3  Prospective purchasers to submit PSAs or other

proposals.

TBD
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Summary of Sale Process

Milestone Description of Activities Timeline

Phase 3 – Offer Review and Negotiations

 Proposal short listing and approval

 2nd Round Bids - Prospective purchasers may be

asked to re-submit PSAs

TBD

Selection of

Successful Bids

 Select successful bidder and finalize definitive

documents.
TBD

Sale Approval

Motion and Closing

 Motion for sale approval and close transaction
TBD

2. The table reflects that the bid date has not yet been determined. It is intended that
after SVN completes its initial marketing efforts (anticipated to be around the end of
the fourth week of the Sale Process), KSV would establish the deadline for submitting
offers.

3. Additional attributes of the Sale Process include:

a) the Property will be marketed on an “as is, where is” basis;

b) KSV will have the right to reject any and all offers, including the highest offer;

c) if the highest and best offer received does not generate proceeds sufficient to
repay KingSett in full, and KingSett does not consent to the proposed
transaction, KSV will terminate the Sale Process. KingSett will then have the
option to credit bid its debt to purchase the Property. If this occurs, provided
the highest and best offer provided by SVN was a closeable offer (“Closeable
Offer”), SVN will still be entitled to the commission it would have generated from
the Closeable Offer; and

d) any transaction will be subject to Court-approval.

3.3 Sale Process Recommendation

1. KSV recommends that the Court issue an order approving the Sale Process for the
following reasons:

a) SVN’s team has experience selling student housing projects and its commission
is structured to incentivize it to maximize recoveries;

b) the Sale Process is a fair, open and transparent process intended to canvass
the market broadly on an orderly (non-fire sale) basis in order to obtain the
highest and best price;
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c) there will be no delay commencing the process – SVN is familiar with the Real
Property and the intended project;

d) the Sale Process is flexible and will allow KSV to set the bid date and establish
such other procedures it believes necessary to maximize value; and

e) KingSett has consented to the Sale Process.

2. Based on the foregoing, KSV believes that the terms of the Listing Agreement are
reasonable in the circumstances. KSV recommends the Court approve the Sale
Process and the retention of SVN as listing agent.

4.0 Receiver’s Borrowings

1. KingSett has advised KSV that it is prepared to fund the receivership proceedings under
Receiver's Certificates.

2. A summary of the key terms of the KingSett facility is as follows:

a) Amount: up to $200,000;

b) Term: one year;

c) Repayment: any time, with three business days written notice to the Lender;

d) Interest rate: 11.5% per annum, compounded monthly;

e) Commitment fee: 2% of the total facility ($4,000). Given the size of the facility,
the commitment fee is immaterial;

f) Draws and Security: funds are to be advanced by way of Receiver’s Certificates.
Advances are to be secured by way of a Court-ordered charge on the Property
which charge shall only be subordinate to the Receiver’s Charge;

g) Subsequent Loans: in the event the Receiver seeks a subsequent loan, the
receiver will first offer the opportunity to KingSett; and

h) Conditions: the only condition is that the Court approve the Commitment Letter
and make the proposed receivership order.

3. KingSett’s commitment letter had not been executed at the time this Report was finalized.
A copy of the commitment letter will be available for the Court on the return of the
application should it wish to see it.
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4.1 Recommendation re Receiver’s Borrowings

1. KSV considered the following factors regarding the terms of the Receiver’s Borrowings:

a) it will provide KSV with liquidity to fund these proceedings (KSV has advised
KingSett that additional borrowings may be required depending on the duration
of the Sale Process); and

b) KSV is of the view that the terms of the facility are consistent with other recent
real estate restructurings in which it is involved (including those involving the
Receivership Companies). If the Court approves the terms of the Receiver’s
Borrowings, KSV does not intend to solicit other financing proposals. In this
regard, given the small size of the facility, the fees incurred running such a
process would exceed the savings, if any, achieved by that process.

2. Based on the foregoing, KSV believes that the terms of the KingSett facility are
reasonable in the circumstances.

5.0 Conclusion and Recommendation

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

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
IN ITS CAPACITY AS PROPOSED RECEIVER OF
GENERX (BYWARD HALL) INC.
AND NOT IN ITS PERSONAL CAPACITY
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COURT FILE NO: CV-17-11689-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF SCOLLARD DEVELOPMENT
CORPORATION, MEMORY CARE INVESTMENTS (KITCHENER) LTD., MEMORY CARE

INVESTMENTS (OAKVILLE) LTD., 1703858 ONTARIO INC., LEGACY LANE
INVESTMENTS LTD., TEXTBOOK (525 PRINCESS STREET) INC. AND TEXTBOOK (555

PRINCESS STREET) INC.

AND IN THE MATTER OF A MOTION PURSUANT TO SUBSECTION 243(1) OF THE
BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, C. B-3, AS AMENDED, AND

SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.O. 1990, C. C.43, AS AMENDED

THIRD REPORT OF
KSV KOFMAN INC.

AS RECEIVER AND MANAGER

MAY 16, 2017

1.0 Introduction

1. This report (“Report”) is filed by KSV Kofman Inc. (“KSV”) as receiver and manager
of the real property ("Real Property") registered on title as being owned by Scollard
Development Corporation (“Scollard”), Memory Care Investments (Kitchener) Ltd.
(“Kitchener”), Memory Care Investments (Oakville) Ltd. (“Oakville”), 1703858 Ontario
Inc. (“Burlington”), Legacy Lane Investments Ltd. (“Legacy Lane”), Textbook (525
Princess Street) Inc. (“525 Princess”) and Textbook (555 Princess Street) Inc. (“555
Princess”) (each of the foregoing a “Company”, and collectively the “Companies”),
and of all of the assets, undertakings and properties of the Companies acquired for
or used in relation to the Real Property (together with the Real Property, the
"Property").
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2. Pursuant to an order of the Ontario Superior Court of Justice (“Court”) dated
October 27, 2016, Grant Thornton Ltd. was appointed Trustee (“Trustee”) of eleven
entities1 (collectively, the “Trustee Corporations”) which raised monies from investors
through syndicated mortgage investments. The Trustee Corporations then advanced
these monies on a secured basis pursuant to loan agreements between the Trustee
Corporation and the applicable Davies Developer (as defined below).

3. On January 21, 2017, the Trustee brought a motion for an order (“Receivership
Order”) appointing KSV as receiver and manager (“Receiver”) of the property owned
by Scollard. On February 2, 2017, the Court made the Receivership Order.

4. On April 18, 2017, the Trustee brought a motion, inter alia, seeking orders:

a) amending and restating the Receivership Order to include the real property
registered on title as being owned by Kitchener, Oakville, Burlington, Legacy
Lane, 525 Princess and 555 Princess, as well as all of the assets, undertakings
and properties of these entities acquired for or used in relation to their real
property (the “Amended and Restated Receivership Order”); and

b) compelling John Davies and the eleven mortgagors to the Trustee Corporations
for which John Davies is a principal (collectively, the “Davies Developers” and
each a “Davies Developer”) to immediately deliver to the Trustee all bank
statements for the Davies Developers (the “Production Order”). The Trustee has
provided the Receiver with copies of the documents produced to the Trustee
pursuant to the Production Order.

5. On April 28, 2017, the Court made the Amended and Restated Receivership Order
and the Production Order. The Amended and Restated Receivership Order was
further amended and restated by a Court order made on May 2, 2017 to rectify certain
clerical errors.

1.1 Restrictions

1. In preparing this Report, the Receiver has reviewed the following information:

a) unaudited financial information of the Companies, including financial
statements;

b) accounting records and bank statements for Scollard, Kitchener, Oakville,
Burlington, Legacy Lane, 525 Princess, 555 Princess, which were provided to
the Receiver by management of the Companies; and

1 Textbook Student Suites (525 Princess Street) Trustee Corporation, Textbook Student Suites (555 Princess Street) Trustee
Corporation, Textbook Student Suites (Ross Park) Trustee Corporation, 2223947 Ontario Limited, MC Trustee (Kitchener) Ltd.,
Scollard Trustee Corporation, Textbook Student Suites (774 Bronson Avenue) Trustee Corporation, 7743718 Canada Inc., Keele
Medical Trustee Corporation, Textbook Student Suites (445 Princess Street) Trustee Corporation and Hazelton 4070 Dixie Road
Trustee Corporation
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c) bank statements for Textbook Ross Park Inc. (“Ross Park”), Textbook (445
Princess Street) Inc. (“445 Princess”) and Textbook (774 Bronson Avenue) Inc.
(“Bronson”)2, which were provided by management of the Davies Developers to
the Trustee pursuant to the Production Order, and which were provided
subsequently by the Trustee to the Receiver.

2. The Receiver has not performed an audit of the foregoing information. The financial
information discussed herein is preliminary and remains subject to further review. The
Receiver is only partially through its review of the information noted above. The
Receiver expresses no opinion or other form of assurance with respect to the financial
information presented in this Report.

3. The Receiver does not have access to the books and records of Rideau.

4. The Receiver has not discussed or corresponded with John Davies or Walter
Thompson regarding this Report, including in respect of its findings.

2.0 Rideau Property

1. Textbook (256 Rideau Street) Inc. (“Rideau”) is neither subject to these receivership
proceedings nor is it a Davies Developer.

2. Rideau is the registered owner of real properties municipally described as 256 Rideau
Street, Ottawa and 211 Besserer Street, Ottawa (jointly, the “Ottawa Property”).

3. The officers and directors of Rideau are John Davies and Walter Thompson, who are
also the sole officers and directors of 525 Princess, 555 Princess, 445 Princess,
Bronson and Ross Park. John Davies is the sole officer and director of Kitchener,
Burlington, Oakville, Scollard and Legacy Lane. Corporate profile reports for each of
these entities are provided in Appendix “A”.

4. As the Receiver has not been able to review the books and records of Rideau, the
Receiver does not have knowledge of the ownership structure of Rideau.

2.1 Purchase of the Property

1. According to title searches, the Ottawa Property was purchased by Rideau for $11
million on or around November 6, 2015. Kingsett Mortgage Corporation has two
mortgages totalling $8.25 million registered on title to the Ottawa Property. The
mortgages were registered on title on November 6, 2015. Copies of the title searches
for the Ottawa Property are collectively attached as Appendix “B”.

2 None of these entities is subject to the receivership proceedings.
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2. The Receiver is performing a review of the receipts and disbursements for each of the
Companies. In performing this exercise, the Receiver identified that on October 27,
2015, shortly prior to Rideau’s acquisition of the Ottawa Property, 555 Princess
transferred $1.39 million to Rideau, and Kitchener transferred $111,000 to Rideau,
both by way of cheque.3

3. In addition, the Trustee has advised the Receiver that on October 27, 2015, Ross
Park 4 transferred $1.25 million to Rideau by way of cheque. The Receiver has
reviewed the Ross Park bank statements and cancelled cheque and has confirmed
this payment.

4. In all cases, the cheques were signed by John Davies. A copy of the relevant bank
statements and cancelled cheques for 555 Princess, Kitchener and Ross Park are
provided in Appendix “C”.

5. As the Receiver has not been able to review the books and records of Rideau, the
Receiver cannot know with certainty the use of the funds which were transferred to
Rideau on October 27, 2015. As is described below, however, the timing and amount
of the transfer causes the Receiver to suspect that the funds transferred to Rideau
were used to help finance the acquisition of the Ottawa Property.

2.2 Other Payments to Rideau

1. The Receiver has also identified that $61,200 was transferred to Rideau by 555
Princess, 525 Princess and Burlington subsequent to Rideau’s acquisition of the
Ottawa Property, as follows:

(unaudited; $)

Date of Payment Amount

555 Princess

December 17, 2015 36,000

May 31, 2016 7,000

43,000

525 Princess

June 20, 2016 16,000

Burlington

November 5, 20155 2,200

Total 61,200

3 These transfers (and the subsequent transfers by certain of the Companies referred to below) were recorded in the
applicable Companies’ general ledger as “loans” to Textbook Student Suites Inc. or Textbook Suites Inc. (or just
"Textbook" in the case of Kitchener), notwithstanding that the funds appear to have been transferred from the applicable
entity directly to Rideau.

4 Ross Park is not subject to these receivership proceedings, as noted above.

5 Payment made on the date the Ottawa Property was purchased. This payment is reflected in Burlington’s bank
statement as an “online banking payment”. No details are provided in the bank statement regarding the recipient.
Burlington’s general ledger reflects that this payment was made to Rideau.
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2. Copies of the relevant bank statements and cancelled cheques for each of the
payments in the table above are provided in Appendix “D”.

3. The Trustee has advised the Receiver that $839,700 was transferred to Rideau by
445 Princess, Bronson and Ross Park subsequent to the acquisition of the Ottawa
Property, as follows:

(unaudited; $)

Date of Payment Amount

445 Princess

July 27, 2016 35,000

August 3, 2016 37,000

August 4, 2016 5,000

August 16, 2016 33,000

August 25, 2016 370,000

August 26, 2016 60,000

September 1, 2016 3,000

September 7, 2016 21,000

September 15, 2016 2,600

September 22, 2016 2,000

September 29, 2016 61,000

September 30, 2016 8,000

October 12, 2016 2,300

October 12, 2016 30,000

October 28, 2016 61,000

November 3, 2016 33,000

December 13, 2016 2,600

766,500

Bronson

April 1, 2016 30,000

April 29, 2016 25,000

May 2, 2016 1,200

56,200

Ross Park

February 29, 2016 17,000

Total 839,700

4. The Receiver has reviewed the bank statements and cancelled cheques in respect of
the foregoing. Copies of the relevant bank statements and cancelled cheques for the
payments in the table above are provided in Appendix “E”.
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5. Pursuant to Section 7.02 (g) of the loan agreements referred to above entered into by
the Companies, 445 Princess, Bronson and Ross Park with the various Trustee
Corporations in connection with the syndicated mortgage investments (the “Loan
Agreements”), the Companies, 445 Princess, Bronson and Ross Park each
covenanted not to use the loan proceeds from the Trustee Corporations for any
purpose other than the development and construction of such entity’s respective real
estate project, with certain limited carve-outs 6 provided in certain of the Loan
Agreements. One such carve-out is "for the purposes of earning interest income on
funds which are not immediately required to be expended by the Borrower." The
Receiver has reviewed the income statements provided to it by the relevant
Companies, and notes that there has been no interest received or accrued with
respect to the transfers to Rideau. The Receiver has also not seen any other
document or information to suggest interest was payable on such transfers. Copies
of each of the Loan Agreements are provided in Appendix “F”.

6. The Receiver has not corresponded or discussed with John Davies or Walter
Thompson the purpose of the above transfers; Mr. Davies could potentially provide
an explanation for such transfers. However, the Receiver can think of no commercial
or legitimate purpose for the transfers in violation of the covenants.

7. In discussions with a realtor on May 10, 2017 in connection with the Receiver's
intention to market the Real Property, the realtor advised the Receiver that it had
recently been contacted in respect of a potential engagement to sell the Ottawa
Property.

8. Based on the information presented in this Report, and after discussions with counsel,
the Receiver believes it and the Trustee have a proprietary interest in the Ottawa
Property, and the Receiver is commencing an action against Rideau to assert its
proprietary interest in the Ottawa Property and seek certificates of pending litigation
and related relief.

3.0 Conclusion

1. In order to take steps to protect the interests of the Receiver, 555 Princess, Kitchener
and the other entities noted herein that advanced funds to Rideau in contravention of
the express provisions of the Loan Agreements, the Receiver believes that it is
appropriate that the Court issue an order authorizing the Receiver to file certificates
of pending litigation on title to the Ottawa Property. Such relief is particularly important
and time sensitive given the Receiver’s understanding that the Ottawa Property is
being (or is about to be) marketed for sale.

6 In addition to the carve-out set out above, Section 7.02 (g) of certain of the Loan Agreements provide an additional
carve-out for any other use specified in the Loan Agreements. The Receiver and its counsel have reviewed each of
the Loan Agreements and does not believe the transfers are permitted by any other sections of the Loan Agreements.
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* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
SOLELY IN ITS CAPACITY AS RECEIVER AND MANAGER OF
CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT CORPORATION, MEMORY CARE
INVESTMENTS (KITCHENER) LTD., MEMORY CARE INVESTMENTS (OAKVILLE) LTD.,
1703858 ONTARIO INC., LEGACY LANE INVESTMENTS LTD., TEXTBOOK (525 PRINCESS
STREET) INC. AND TEXTBOOK (555 PRINCESS STREET) INC.
AND NOT IN ITS PERSONAL OR IN ANY OTHER CAPACITY
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MR. JUSTICE MYERS

BETWEEN:

WEDNESDAY, THE 17th

DAY OF MAY, 2017

KSV KOFMAN INC. IN ITS CAPACITY AS RECEIVER AND MANAGER
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ONTARIO INC.,
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STREET) IN
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L'‘,1,;;- TEXTBOOK (256 RIDEAU STREET) INC.

MEMORY CARE INVESTMENTS (KITCHENER)
CARE INVESTMENTS (OAKVILLE) LTD., 1703858
LEGACY LANE INVESTMENTS LTD., TEXTBOOK
STREET) INC. AND TEXTBOOK (555 PRINCESS

Plaintiff

- and -

Defendant

ORDER
(Certificates of Pending Litigation)

THIS MOTION, made without notice by the plaintiff, KSV Kofman Inc. ("KSV")

solely in its capacity as Receiver and Manager of certain property of Scollard Development

Corporation, Memory Care Investments (Kitchener) Ltd., Memory Care Investments (Oakville)

Ltd., 1703858 Ontario Inc., Legacy Lane Investments Ltd., Textbook (525 Princess Street) Inc.

and Textbook (555 Princess Street) Inc. and not in its personal capacity or in any other capacity,

pursuant to section 103 of the Courts of Justice Act and Rule 42 of the Rules of Civil Procedure,

for certificates of pending litigation and related relief, was heard this day.
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ON READING the materials filed by the plaintiff, including the Notice of Motion, the

third report of KSV dated May 16, 2017 and the appendices thereto, the factum, and the brief of

authorities of the plaintiff,

1. THIS COURT ORDERS that the Registrar shall issue Certificates of Pending Litigation

on and as against title to:

(a) the real property municipally described as 256 Rideau Street, Ottawa, Ontario,

which is legally described under PIN 04210-0004 (LT) as LT 7, PL 6 , S OF

RIDEAU ST, S/T & T/W CR180805; OTTAWA; and

(b) the real property municipally described as 211 Besserer Street, Ottawa, Ontario,

which is legally described under PIN 04210-0009 (LT) as PCL 7-1, SEC 6; LT 7,

PL 6, PART 1 - 3, 4R919, N OF BESSERER; OTTAWA;

2. THIS COURT FURTHER ORDERS that the plaintiff is hereby granted leave to

register this Order and the Certificates of Pending Litigation against title to the properties

described in paragraph 1 above.

3. THIS COURT FURTHER ORDERS that this Order shall remain in full force and

effect until further Order of this Court. In the event the defendant brings a motion to remove the

Certificates of Pending Litigation, it may move for such relief on not less than seven days' notice

to the plaintiff.
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