
  

  

Court File No. CV-19-632106-00CL 
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

 COMMERCIAL LIST  
 
B E T W E E N :  
 

ECN FINANCIAL INC. 
Applicant 

 
- and - 

 
2345760 ONTARIO INC., RANDO DRUGS LTD., 2275518 ONTARIO INC., FAMILY HEALTH 

PHARMACY WEST INC. formerly known as M. BLACHER DRUGS LTD., 2501380 
ONTARIO INC., 2527218 ONTARIO INC., DUMOPHARM INC., 2527475 ONTARIO INC. and 

GRACE DIENA 
Respondents 

 
 

MOTION RECORD OF THE COURT-APPOINTED  
RECEIVER, KSV RESTRUCTURING INC.  

(Motion returnable October 2, 2020) 
 
 

VOLUME 1 OF 2 
 
 

September 23, 2020 NORTON ROSE FULBRIGHT CANADA LLP 
222 Bay Street, Suite 3000, P.O. Box 53 
Toronto, ON  M5K 1E7 
 
Jennifer Stam (LSO# 46735J) 
 
Tel: 416-202-6707 
Fax: 416-216-3930 
Email: Jennifer.stam@nortonrosefulbright.com   
 
Lawyers for the Receiver, KSV Restructuring Inc. 

 
  
 
 
 
 



  

  

TO: THE SERVICE LIST 

AND TO: THE PPSA REGISTRANTS SERVICE LIST 

AND TO: SPERGEL 
505 Consumers Road, Suite 200 
Toronto, ON M2J 4V8 
 
Philip H. Gennis 
Email: pgennis@spergel.ca 
 

AND TO: WEIRFOULDS LLP 
4100 – 66 Wellington Street West 
PO Box 35, TD Bank Tower 
Toronto, ON  M5K 1B7 
 
Philip Cho 
Tel:  416-619-6296 
Fax: 416-365-1876 
Email: pcho@weirfoulds.com 
 
Counsel for the Sponsor, 2775506 Ontario Inc. 
 

 



  

1 

Court File No. CV-19-632106-00CL 
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

 COMMERCIAL LIST 
 
B E T W E E N :  
  

ECN FINANCIAL INC. 
Applicant 

 
- and - 

 
2345760 ONTARIO INC., RANDO DRUGS LTD., 2275518 ONTARIO INC., FAMILY HEALTH 

PHARMACY WEST INC. formerly known as M. BLACHER DRUGS LTD., 2501380 
ONTARIO INC., 2527218 ONTARIO INC., DUMOPHARM INC., 2527475 ONTARIO INC. and 

GRACE DIENA 
Respondents 

 
INDEX 

 

Tab Document Page 

VOLUME 1 

1 Notice of Motion dated September 23, 2020 1 

2 Fourth Report of the Receiver dated September 23, 2020 9 

 Appendix “A” – Receivership Order dated December 4, 2019 26 

 Appendix “B” – Pre-filing Report dated December 3, 2019 50 

 Appendix “C” – Second Report dated February 19, 2020 61 

 Appendix “D” – Third Report dated August 27, 2020 77 

 Appendix “E” – Sponsorship Agreement dated  
 September 16, 2020 (Redacted) 

98 

 Appendix “F” – Mr. Stanleigh’s Letter dated April 21, 2020  
 and Minute Book 

118 

VOLUME 2 

 Appendix “G” – Insurance Policy Cover Pages 
 Policy No. EWL 1979345 

274 

 Appendix “H” – Resolutions of the Directors and Sole Shareholder of 
 Rando Drugs Ltd. dated July 20, 2018 

284 

 Appendix “I” – Mr. Stanleigh’s Letter dated March 23, 2020 287 



  

2 

Tab Document Page 

 Appendix “J” – GSNH’s Letter dated May 21, 2020 290 

 Appendix “K” – Fee Affidavit of Mitch Vininsky sworn  
 September 23, 2020 

292 

 Appendix “L” – Fee Affidavit of Jennifer Stam sworn  
 September 23, 2020 

321 

3 Draft Order (Sponsorship Agreement Authorization Order) 371 

4 Draft Order (Fee Approval Order) 375 

 





 

  

Court File No.:  CV-19-632106-00CL 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

 COMMERCIAL LIST  
 
B E T W E E N :  

ECN FINANCIAL INC. 
Applicant 

 
- and - 

 
2345760 ONTARIO INC., RANDO DRUGS LTD., 2275518 ONTARIO INC., FAMILY HEALTH 

PHARMACY WEST INC. formerly known as M. BLACHER DRUGS LTD., 2501380 
ONTARIO INC., 2527218 ONTARIO INC., DUMOPHARM INC., 2527475 ONTARIO INC. and 

GRACE DIENA 
Respondents 

 
NOTICE OF MOTION 

(returnable October 2, 2020) 

KSV Restructuring Inc. (“KSV”) in its capacity as the Court-appointed receiver (in such 

capacity, the “Receiver”) of the property, assets and undertaking of 2345760 Ontario Inc. 

(“2345”), Rando Drugs Ltd. (“Rando”), 2275518 Ontario Inc., M. Blacher Drugs Ltd., 2501380 

Ontario Inc., 2527218 Ontario Inc., Dumopharm Inc., 2527475 Ontario Inc. (collectively, the 

“Company”) and Grace Diena (“Diena” and together with the Company, the “Respondents”), 

will make a motion to a judge of the Commercial List of the Superior Court of Justice on 

Friday, October 2, 2020 at 2:00 p.m. or as soon thereafter as the motion can be heard. 

THE PROPOSED METHOD OF HEARING: The motion is to be heard via zoom 

videoconference. 

THE MOTION IS FOR ORDERS: 

1. Approving the sponsorship agreement dated September 16, 2020 (the “Sponsorship 

Agreement”) between the Receiver and 2775506 Ontario Inc. (the “Sponsor”); 

2. Authorizing the Receiver to enter into the Sponsorship Agreement and take all steps 

necessary to give effect to the transactions contemplated by it, including executing any and all 

documents on behalf of Rando or its board of directors in furtherance of the Proposal; 
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3. Authorizing the Receiver to make and file a proposal (a “Proposal”) pursuant to 

Sections 50 and 62 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3 (the “BIA”) on 

behalf of Rando and permitting KSV to act as proposal trustee (in such capacity, the “Proposal 

Trustee”) upon the filing of the Proposal; 

4. Declaring that the Receiver’s Charge as defined in the Order of the Honourable Justice 

Hainey made on December 4, 2019 (the “Receivership Order”) applies to the fees and 

expenses of KSV in its capacity as Proposal Trustee, as well to the fees and expenses of the 

Proposal Trustee’s counsel; 

5. Sealing the confidential appendices to the Fourth Report of the Receiver dated 

September 23, 2020 (the “Fourth Report”) on the terms set out therein; 

6. Approving the fees and disbursements of the Receiver and those of Goldman Sloan 

Nash & Haber LLP (“GSNH”), the Receiver’s counsel1, as set out the Fee Affidavits (defined 

below) as attached to the Fourth Report; and 

7. Approving the Fourth Report and the Receiver’s activities described therein. 

THE GROUNDS FOR THE MOTION ARE: 

Background 

8. Pursuant to the Receivership Order, KSV was appointed Receiver of the property, 

assets and undertaking of the Company; 

9. Pursuant to a further Order of the Honourable Justice Hainey made on February 26, 

2020, the Receivership Order was expanded to appoint KSV as receiver, for limited purposes, 

of the assets of Grace Diena,  the wife of Dani Diena, the principal of the Company; 

10. The principal purpose of the receivership has been to sell the Respondent’s four 

pharmacy locations; 

                                                 
1 Jennifer Stam, the Receiver’s lawyer at GSNH who has primary carriage of this mandate, recently 
moved to Norton Rose Fulbright Canada LLP and continues to represent the Receiver. 
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Rando Charter 

11. As a company incorporated prior to or in 1954 that carried on the business of a 

pharmacy at that time, Rando falls within the exemption provided under Section 142(4) (the 

“Exemption”) of the Drug and Pharmacies Regulations Act (Ontario) (“Pharmacies Act”), 

which allows Rando to own and operate pharmacies without it being majority owned by 

pharmacists. 

12. Companies with Exemptions are often referred to as having a “Charter” or being a 

“Charter Company”.  There is no formal “charter” document.  Rather, it is the corporate entity 

itself that is entitled to the Exemption; 

13. KSV marketed the “charter” of another affiliated company, Dedicated National 

Pharmacies Inc. (“DNPI”) as part of the sale process conducted in the summer of 2019; 

The Sponsorship Agreement 

14. The Receiver has now agreed on the terms of the Sponsorship Agreement with the 

Sponsor; 

15. Pursuant to the Sponsorship Agreement, the Sponsor has agreed to provide a 

capitalization amount (the “Capitalization Amount”) to sponsor a Proposal which will see a 

pool of funds made available for distribution to Rando’s unsecured creditors with the balance 

payable (net of costs) to ECN Financial Inc. (“ECN”), the Respondents’ principal secured 

creditor, a compromise of claims against Rando and provides a corporate reorganization of 

Rando; 

16. In summary, upon implementation: 

a) all claims against Rando would be released, including the claims of ECN; 

b) the Sponsor would receive newly issued shares (the “New Common Shares”) of 

Rando free and clear of all encumbrances; 

c) the shares of Rando would be diluted such that the shares of Rando outstanding 

immediately prior to the issuance of the New Common Shares (the “Existing 

Common Shares”) will become a fraction of a share and thereafter eliminated by 

virtue of the articles of amendment; and 
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d) distributions would be made to Rando’s creditors; 

17. The Sponsorship Agreement is subject to several conditions including approval of this 

Authorization Order, ensuring there are no remaining assets or employees of Rando, the 

successful approval of the Proposal and approval of the reorganization; 

18. Although the transactions contemplated by the Sponsorship Agreement are not a sale of 

the Existing Shares, the Receiver has conducted extensive diligence as to the ownership of the 

Existing Shares; 

19. Mr. Diena has alleged the Existing Shares are owned by the Grace Family Trust (the 

“Trust”); 

20. The preponderance of evidence, including the documentary evidence provided by Mr. 

Diena and his counsel, suggest the Existing Shares are owned by 2345, one of the 

Respondents, and not the Trust; 

21. The transaction contemplated by the Sponsorship Agreement and the Proposal will 

facilitate a sale of the Rando charter for the benefit of Rando’s creditors; 

22. The Capitalization Amount is commercially reasonable and reflective of the value of the 

charter based on the marketing process conducted in the pre-receivership sale process for the 

DNPI charter and the offer contemplated in an asset purchase agreement with 2258156 Ontario 

Inc. (“2258”), the purchaser of two of Rando’s pharmacies; 

23. ECN supports the transaction; 

24. Absent the Sponsorship Agreement and the Proposal, there would be no recoveries for 

unsecured creditors; and 

25. The Receiver is of the view that a further marketing of the charter is unlikely to result in a 

superior transaction, particularly given the complexity, time, effort and costs incurred negotiating 

this transaction, first with 2258 and then with the Sponsor; 
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Sealing 

26. The Receiver recommends that expressions of interest received for the DNPI charter 

and the unredacted version of the Sponsorship Agreement be filed with the Court on a 

confidential basis and remain sealed pending a further Order of the court;   

27. The redactions in the Sponsorship Agreement are limited to the capitalization amount 

and therefore no parties are prejudiced by the sealing request;  

28. A complete copy of the Sponsorship Agreement will be made available to Rando’s 

creditors upon the filing of the Proposal; 

Activities and Fees 

29. The fees of the Receiver as more particularly set out in the affidavit of Mitch Vininsky 

sworn September 23, 2020 (the “Vininsky Affidavit”) for the period December 1, 2019 to July 

31, 2020 total $430,724, excluding disbursements and HST;  

30. The fees of GSNH as more particularly set out in the affidavit of Jennifer Stam sworn 

September 23, 2020 (the “Stam Affidavit” and together with the Vininsky Affidavit, the “Fee 

Affidavits”) for the period between November 29, 2019 to August 11, 2020 total $157,271, 

excluding disbursements and HST; 

31. The fees incurred by the Receiver and GSNH are reflective of the complications 

associated with this receivership that were unforeseen prior to the commencement of these 

proceedings, including, among other things, those related to the misrepresentations by Mr. 

Diena concerning numerous aspects of Rando’s business and operations, including the leases 

for Pharmacy East and Pharmacy West (as defined in the Fourth Report) and the ownership of 

several entities; 

32. The Receiver has not charged a significant portion of its fees on this mandate.  The 

Receiver reserves the right to seek approval of these fees at a later time if recoveries improve; 

33. The Receiver’s activities as set out in the Fourth Report are lawful and proper and are 

consistent with its mandate as Receiver as contemplated by the Receivership Order; 
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THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the 

motion: 

a) The Fourth Report;  

b) The Fee Affidavits; and 

c) Such further and other evidence as counsel may advise and this Honourable 

Court may permit. 

September 23, 2020 NORTON ROSE FULBRIGHT CANADA LLP 
222 Bay Street, Suite 3000, P.O. Box 53 
Toronto, ON  M5K 1E7 
 
Jennifer Stam (LSO# 46735J) 
 
Tel: 416-202-6707 
Fax: 416-216-3930 
Email:  Jennifer.stam@nortonrosefulbright.com   
 
Lawyers for the Receiver, KSV Restructuring Inc. 
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COURT FILE NO.: CV-19-00632106-00CL 
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 
 

BETWEEN: 
 

ECN FINANCIAL INC. 
 

APPLICANT 
- AND - 

 
2345760 ONTARIO INC., RANDO DRUGS LTD., 2275518 ONTARIO INC., FAMILY 

HEALTH PHARMACY WEST INC. FORMERLY KNOWN AS M. BLACHER DRUGS LTD., 
2501380 ONTARIO INC., 2527218 ONTARIO INC., DUMOPHARM INC., 2527475 ONTARIO 

INC. AND GRACE DIENA 
 

RESPONDENTS 
 

FOURTH REPORT OF KSV RESTRUCTURING INC. 
AS RECEIVER OF THE ASSETS, UNDERTAKINGS AND PROPERTIES OF 

RANDO DRUGS LTD. AND RELATED COMPANIES 
 

SEPTEMBER 23, 2020 

1.0 Introduction 

1. This report (the “Report”) is filed by KSV Restructuring Inc.1 (“KSV”) in its capacity as 
receiver (the “Receiver”) of the assets, undertakings and properties (the “Property”) 
of 2345760 Ontario Inc. (“2345”), Rando Drugs Ltd. (“Rando”), 2275518 Ontario Inc. 
(“2275”), M. Blacher Drugs Ltd.2 (“Blacher”), 2501380 Ontario Inc. (“2501”), 2527218 
Ontario Inc. (“2527218”), Dumopharm Inc. (“Dumopharm”) and 2527475 Ontario Inc. 
(“2527475”) (collectively, the “Company”), and of Grace Diena, the spouse of Dani 
Diena, the Company’s principal 3.  

2. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List) (the 
“Court”) made on December 4, 2019 (the “Receivership Order”), KSV was appointed 
Receiver.  A copy of the Receivership Order is attached as Appendix “A”.  

 
1 Effective August 31, 2020, KSV Kofman Inc. changed its name to KSV Restructuring Inc. 
2 Now known as Family Health Pharmacy West Inc.  This should not be confused with Family Health Pharmacy West, 
which is an unincorporated division of Rando. 
3 Ms. Diena was added to the Receivership Order pursuant to a Court order dated February 26, 2020. 

12



ksv advisory inc. Page 2 

3. The principal purpose of the receivership proceedings is to allow the Company’s four 
pharmacies (the “Pharmacies”) (which are believed to be owned by Rando) and its 
physiotherapy clinic (which is believed to be owned by 2275 and operates as “Abira”) 
to continue to operate while the Receiver works to complete a sale of some or all of 
these businesses on a going-concern basis. 

4. A further purpose of these proceedings is to realize on Rando’s “charter”, which is the 
principal focus of this Report.   

1.1 Purposes of this Report 

1. The purposes of this Report are to:  

a) provide background information regarding the Company; 

b) summarize the terms of a sponsorship agreement dated September 16, 2020 
(the “Sponsorship Agreement”) between the Receiver and 2775506 Ontario Inc. 
(the “Sponsor”) pursuant to which the Receiver, on behalf of Rando, intends to 
file a Proposal with the Official Receiver under Section 62 of the Bankruptcy and 
Insolvency Act (“BIA”) (the “Proposal”);  

c) summarize the Receiver’s fees and disbursements and those of Goldman Sloan 
Nash & Haber LLP (“GSNH”), the Receiver’s counsel4, from the commencement 
of these proceedings to July 31, 2020;  

d) provide the Receiver’s rationale for sealing certain confidential information, 
including the capitalization amount under the Sponsorship Agreement; 

e) recommend that the Court issue orders: 

i. approving the Sponsorship Agreement; 

ii. authorizing the Receiver to enter into the Sponsorship Agreement and 
take all steps necessary to give effect to the transactions contemplated by 
it, including executing any and all documents on behalf of Rando or its 
board of directors in connection with the Sponsorship Agreement, the 
Proposal and the reorganization contemplated thereunder; 

iii. authorizing the Receiver to make and file a Proposal on behalf of Rando 
and permitting KSV to act as Proposal Trustee upon the filing of the 
Proposal; 

iv. declaring that the Receiver’s Charge (as defined in the Receivership 
Order) applies to the fees and expenses of KSV in its capacity as Proposal 
Trustee, as well to the fees and expenses of the Proposal Trustee’s 
counsel; 

 
4 Jennifer Stam, the Receiver’s lawyer at GSNH who has primary carriage of this mandate, recently moved to Norton 
Rose Fulbright Canada LLP and continues to represent the Receiver.  
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v. sealing the confidential appendices to this Report on the terms set out 
below;  

vi. approving the fees and disbursements of the Receiver and GSNH as set 
out in Section 6; and 

vii. approving this Report and the Receiver’s activities described herein. 

1.2 Restrictions 

1. In preparing this Report, the Receiver has relied upon unaudited financial information 
prepared by the Company’s representatives, the books and records of the Company 
and discussions with the Company’s representatives, particularly Mr. Diena, the 
President of the Company.  The Receiver 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. The Receiver expresses no opinion or other form of assurance with respect to the 
financial information presented in this Report or relied upon by the Receiver in 
preparing this Report.  Any party wishing to place reliance on the Company’s financial 
information should perform its own due diligence and any reliance placed by any party 
on the information presented herein shall not be sufficient for any purpose 
whatsoever.  The Receiver accepts no reliance to any party based on the information 
in this Report.  

2.0 Background 

1. As of the date of the Receivership Order, 2345 was indebted to ECN Financial Inc. 
(“ECN”), the Company’s principal secured creditor, in the amount of approximately 
$4.1 million (the “ECN Facility”), plus interest, fees and costs which continue to 
accrue.  Each of Rando, 2275, Blacher, 2501, 2527218, Dumopharm, 2527475 and 
Ms. Diena are secured guarantors of 2345’s indebtedness under the ECN Facility.   

2. As at the date of the Receivership Order, the Company owned and operated the 
following pharmacies in Southwestern Ontario under the PharmaChoice banner:  

a) 6720 Hawthorne Drive, Windsor (“Pharmacy East”);  

b) 1604 Tecumseh Road West, Windsor (“Pharmacy West”); 

c) 785 Tecumseh Road, Unit #16, Walpole Island (“Walpole”); and 

d) 3A-1275 Walker Road, Windsor (“Novacare”). 

3. Each pharmacy operates as a separate division of Rando.   

4. Mr. Diena is the President of Rando and every other Company subject to the 
Receivership Order.  Mr. Diena has been an undischarged bankrupt since October 18, 
2012.  Mr. Diena’s Licensed Insolvency Trustee, MSI Spergel Inc., has not taken any 
positions within these receivership proceedings.  

14
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5. Of the remaining borrowers and guarantors under the ECN Facility, the only other 
business is carried on by Abira.  The Toronto-Dominion Bank (“TD”) and ECN are 
secured creditors of Abira.  Pursuant to a priorities agreement dated March 4, 2016 
between TD and ECN, TD’s security interest appears to have priority over ECN’s 
security interest.  Abira’s indebtedness to TD totalled approximately $980,000 at the 
commencement of the receivership proceedings.   

6. Additional information about the Company is provided in KSV’s report to Court as 
proposed receiver dated December 3, 2019 (the “Pre-Filing Report”).  A copy of the 
Pre-Filing Report is provided in Appendix “B”, without appendices. 

7. The Court materials filed in these proceedings are available on the Receiver’s website 
at https://www.ksvadvisory.com/insolvency-cases/case/rando-drugs-ltd. 

3.0 Sale Process 

1. Prior to the commencement of the receivership, KSV was retained to, and had 
conducted, an extensive refinancing and sale process (“RSP”).   

2. Information regarding the RSP was provided in Section 3 of the Receiver’s Second 
Report to Court dated February 19, 2020 (“Second Report”) and Third Report to Court 
dated August 27, 2020 (“Third Report”).  Copies of the Second Report and Third 
Report are provided in Appendices “C” and “D”, respectively, without appendices. 

3. Pursuant to Orders dated February 26, 2020 (the “Sale Approval Orders”), the Court 
approved an asset purchase agreement between the Receiver and 2258156 Ontario 
Inc. (“2258”) dated December 18, 2019 (the “Original APA”), as amended on 
January 31, 2020 and March 13, 2020 (the “Amendments” and together with the 
Original APA, the “2258 APA”).  The 2258 APA contemplated a sale by the Receiver 
to 2258 of all four of the Pharmacies.  The 2258 APA allocated a separate value to 
each of the Pharmacies, as well as to Rando’s charter5. Pursuant to the 2258 APA, 
2258 was prepared to close on the different locations and the charter at different times 
and none of the transactions was contingent on the other.   

4. The Sale Approval Orders approved the sale of the Novacare and Walpole locations 
to 2258.  The transactions for those locations were completed on April 24 and 25, 
2020, respectively, for combined proceeds of approximately $1.8 million, including 
inventory. 

5. For the reasons discussed in the Third Report, 2258 was unable to purchase 
Pharmacy East and Pharmacy West. 

 
5 See Section 4 below for a description of the Charter.  
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6. As a result, on September 3, 2020, the Receiver sought approval for a sale of 
Pharmacy East and Pharmacy West pursuant to an agreement of purchase and sale 
between the Receiver and Sri Etikala and Jasmeet Chawla, in trust for a corporation 
to be incorporated (being 2769630 Ontario Limited and 2769637 Ontario Limited, as 
designated by Messrs. Etikala and Chawla, the “Purchasers”) dated July 24, 2020 
(the “E/W Transaction”).  This transaction is yet to close.  Closing will be scheduled 
once the E/W Transaction is approved by the Ontario College of Pharmacists and the 
Purchasers arrange billing privileges with the Ontario Drug Benefit Plan. 

4.0 Rando Charter6 

1. As a company incorporated prior to or in 1954 that carried on the business of a 
pharmacy at that time, Rando falls within the exemption provided under Section 
142(4) (the “Exemption”) of the Drug and Pharmacies Regulations Act (Ontario) 
(“Pharmacies Act”), which allows Rando to own and operate pharmacies without it 
being majority owned by pharmacists. 

2. Companies with Exemptions are often referred to as having a “Charter” or being a 
“Charter Company”.  There is no formal “charter” document.  Rather, it is the corporate 
entity itself that is entitled to the Exemption.   

3. Once the E/W Transaction is completed, the most significant remaining asset of the 
Company will be the Rando “Charter”.   

4. At the request of Mr. Diena, as part of the RSP, KSV marketed another charter 
company, being Dedicated National Pharmacies Inc. (“DNPI”).  According to Jerome 
Stanleigh, counsel to the Dienas, DNPI, which is also subject to the Exemption, is 
owned by the Grace Family Trust (the “Trust”).  The Receiver has not yet satisfied 
itself as to the ownership of DNPI.   

5. A schedule comparing the expressions of interest received by KSV for the DNPI 
charter is included in Confidential Appendix “1”.  At the direction of Mr. Diena, the 
opportunity to acquire the Rando charter was not included in the RSP; however, the 
value of the Rando charter was established when KSV marketed the DNPI charter in 
the RSP.  

6. As set out above, 2258 originally agreed to purchase the Charter as part of the 2258 
APA.  Negotiations had substantially advanced, but on the eve of signing, 2258 
indicated it was not prepared to move forward.  The Receiver was introduced to the 
Sponsor through a third party representing the Sponsor who contacted the Receiver 
around the time that 2258 advised it was not prepared to move forward.  The 
discussions with the Sponsor resulted in the transaction contemplated by the 
Sponsorship Agreement. 

7. Pursuant to the Sponsorship Agreement, the Sponsor has agreed to sponsor a 
Proposal which will see a pool of funds made available for distribution to Rando’s 
unsecured creditors with the balance payable to ECN (net of costs), a compromise of 
claims against Rando and a corporate reorganization of Rando.   

 
6 Defined terms in this section have the meanings ascribed to them in the Sponsorship Agreement. 
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8. In summary, upon implementation: 

a) all claims against Rando would be released, including the claims of ECN; 

b) the Sponsor would receive newly issued shares (the “New Common Shares”) 
of Rando free and clear of all encumbrances;  

c) the shares of Rando would be diluted such that the shares of Rando outstanding 
immediately prior to the issuance of the New Common Shares (the “Existing 
Common Shares”) will become a fraction of a share and thereafter eliminated 
by virtue of the articles of amendment; and 

d) distributions would be made to Rando’s creditors. 

9. A redacted copy of the Sponsorship Agreement is provided in Appendix “E” and an 
unredacted copy is provided in Confidential Appendix “2”.  The terms of the Proposal 
will be the subject of a further report to the creditors of Rando and the Court. 

4.1 Sponsorship Agreement7 

1. Pursuant to the Sponsorship Agreement, the Sponsor is to provide the Receiver with 
capital (the “Capitalization Amount”) as a subscription for New Common Shares of 
Rando in accordance with the Subscription Agreement.  The key terms of the 
Sponsorship Agreement are:  

a) The Capitalization Amount. This is to be used as follows: 

i. The Proposal Amount, being the portion of the Capitalization Amount to 
be transferred to the Proposal Trustee to fund distributions to ordinary 
creditors and other amounts payable under the Proposal as determined 
by the Proposal Trustee and approved by the Sponsor, subject to the 
consent of ECN; and 

ii. The balance, to be distributed to ECN after deducting the fees and 
disbursements of KSV as Receiver and Proposal Trustee, including those 
of its legal counsel (the “ECN Distribution Amount”).  

b) Deposit.  The Sponsor paid a deposit to the Receiver.  The amount of the 
deposit has been redacted but is included in Confidential Appendix “2”.  The 
balance of the Capitalization Amount is to be paid two Business Days prior to 
the Reorganization Implementation Date. 

 
7 Capitalized terms used in this section and not otherwise defined have the meaning given to them in the Sponsorship 
Agreement.  The summary provided in this section is for information purposes only.  Readers are encouraged to refer 
to the Sponsorship Agreement for complete terms and conditions. 
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c) Reorganization.  At the Reorganization Implementation Time, and as further set 
out in Article 7 of the Sponsorship Agreement:  

i. any Common Shares of Rando held in treasury by Rando and any Existing 
Share Options and any agreements relating thereto shall be cancelled and 
shall be deemed to be cancelled; 

ii. any existing shareholder agreements shall and shall be deemed to be 
cancelled and terminated; 

iii. all Affected Claims under the Proposal shall be fully, finally, irrevocably 
and forever compromised, released, discharged, cancelled and barred 
with recourse solely limited as may be provided for in the Proposal;  

iv. a filed copy of the Certificate and Articles of Amendment shall be issued 
by the Director (as defined in the OBCA) and any and all share certificates 
representing the Shares held by an Existing Equity Holder, including, 
without limitation, the Shareholder, shall be deemed to be cancelled 
without payment of any compensation or consideration of any nature or 
kind whatsoever therefor and shall be marked cancelled; 

v. a Subscription Agreement shall be executed and delivered by the 
Receiver, on behalf of Rando, and the Sponsor, and the Capitalization 
Amount may be released and used in accordance with the Sponsorship 
Agreement and the Proposal as provided for in Article 3.02 of the 
Sponsorship Agreement; 

vi. the Proposal Trustee shall give to the Sponsor the certificate in 
accordance with Section 65.3 of the BIA, and the releases and injunctions 
referred to in Article 7 of the Proposal shall become effective;  

vii. a directors’ resolution of Rando (by the Receiver) shall be executed and 
delivered ratifying and approving the Subscription Agreement, a specimen 
share certificate for the Common Shares and all required updates and 
filings to Rando’s corporate records; 

viii. a new share certificate representing the New Common Shares shall be 
executed and delivered by Rando to the Sponsor (or as it may direct in 
writing) as fully paid and non-assessable shares in the capital of Rando, 
free and clear of any and all Encumbrances of any nature or kind 
whatsoever; and 

ix. the Receiver shall deliver to the Sponsor, all of the Books and Records to 
the extent in the possession or control of the Receiver, provided that the 
Receiver shall be permitted to make copies and to retain accounting 
records and books and records required by Applicable Law to be retained 
by the Receiver, provided that all original documents shall be retained by 
Rando and delivered to the Sponsor. 

18



ksv advisory inc. Page 8 

d) Directors.  The Sponsor is to nominate new member(s) to Rando’s board of 
directors provided that such nominations shall comply with Section 142(1) of the 
Pharmacies Act.  The name or names of the new nominee(s) shall be inserted 
in Rando’s Articles of Amendment. 

e) Conditions.  The obligation of the Sponsor to complete the Reorganization 
contemplated by the Sponsorship Agreement is subject to the following 
conditions: 

i. by no later than October 15, 2020, the Sponsor shall have satisfied itself 
that the Company has been since a date prior to 1954 a corporation 
permitted by the Ontario College of Pharmacists to operate pursuant to 
the exemption under Section 142(4) of the Pharmacies Act; 

ii. the Sponsor is satisfied, acting reasonably, that the New Common Shares 
are free and clear of any and all Encumbrances other than any 
Encumbrances which may be permitted under the Proposal; and 

iii. Rando continues to be on the Reorganization Implementation Date a 
corporation permitted by the Ontario College of Pharmacists to operate 
pursuant to the exemption under Section 142(4) of the Pharmacies Act. 

Implementation of the Reorganization contemplated by the Sponsorship 
Agreement is conditional on, among other things, the following: 

i. the Court shall have granted an Order: 

 appointing KSV as the proposal trustee for the purposes of the 
Proposal; 

 confirmation that the Receiver’s Charge (as defined in the 
Receivership Order) applies to the Administration Fees and 
Expenses;   

 approving the Sponsorship Agreement; and 

 authorizing the Receiver to enter into the Sponsorship Agreement 
and take all steps necessary to give effect to the transactions 
contemplated by the Sponsorship Agreement, including executing 
any and all documents necessary on behalf of Rando or its board of 
directors; 

ii. the Proposal shall have been approved by the Required Majority at the 
Meeting; 

iii. the Court shall have granted the Proposal Approval Order and the 
Reorganization Approval Order; 
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iv. the Receiver shall have sold or otherwise disposed of all of Rando’s 
remaining Property, if any, including, without limitation, all issued and 
outstanding shares and other securities of any subsidiary, or of any entity, 
owned by Rando8; 

v. Rando shall have no remaining employees; 

vi. ECN shall have agreed to release its claims against Rando upon receipt 
of the ECN Distribution Amount and shall have provided a release and 
discharge agreement effective upon receipt of the ECN Distribution 
Amount; 

vii. the Capitalization Amount shall have been received by the Receiver; 

viii. the members of the new board of directors shall have been selected in 
accordance with Section 4.03 of the Sponsorship Agreement; and 

ix. the Articles of Amendment shall have been deposited and filed in the 
record books in Rando’s record office maintained pursuant to the 
Business Corporations Act (Ontario). 

4.2 Proposal 

1. The terms of the Proposal are still being finalized.  Currently, it is contemplated that 
the key terms of the proposal will include the below. The final Proposal will be 
addressed in a subsequent report and subject to a further motion. 

a) Class.  For the purpose of voting on the Proposal, there is one class of Ordinary 
Creditors.  Based on information provided by Rando to the Receiver, the claims 
are approximately $300,000, excluding any litigation claims. 

b) Crown and Preferred Claims.  These claims, if any, will be paid in full by the 
Proposal Trustee within the time to be specified within the Proposal. 

c) Preferences and Transfers at Undervalue.  Sections 95 to 101 of the BIA and 
any provincial statute related to preferences, fraudulent conveyances, transfers 
at undervalue or the like do not apply to the Proposal.  Accordingly, the Proposal 
Trustee intends to perform a review of bank statements and cancelled cheques 
in the year preceding the Proposal and report on the result to Rando’s creditors.  

d) Releases.  The Proposal provides for broad releases against Rando, its 
employees, contractors and its Director (which is an individual not related to the 
Dienas) other than, among others: 

i. Any Affected Claim against any of the other Respondents or the Non-
Released Persons; and 

 
8 There is a 2013 reference in Rando’s minute book to a wholly-owned subsidiary of Rando Drugs, being 813866 
Ontario Limited.  Mr. Diena has advised the Receiver that Rando has no subsidiaries and he is reviewing records in 
storage to confirm the ownership of this entity.   
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ii. Any Claim of ECN. 

e) Events of Default. Other than a default under the Sponsorship Agreement, the 
non-payment of amounts in respect of preferred and ordinary claims (as set out 
in Article 3) within ten (10) Business Days of the date on which such payment 
is due will constitute an event of default for the purposes of Section 62.1 of the 
BIA and under the Proposal. 

2. The Proposal would be filed after the E/W Transaction is completed.  Court approval 
of the Proposal would be sought after the creditors’ meeting is held.  

4.3 Ownership of Rando 

1. In connection with the Sponsorship Agreement and the Proposal, the Receiver and 
its counsel conducted diligence on the current ownership of the existing shares of 
Rando.  Mr. Diena and his counsel have consistently alleged that substantially all 
(99%) of Rando’s shares are owned by the Trust and have been since 2013.   
However, as set out in the balance of this Section, the evidence received by the 
Receiver strongly indicates that Rando is owned by 2345, one of the respondents in 
this proceeding and a secured guarantor of the ECN debt. 

2. In coming to its conclusion, the Receiver has relied heavily on the documentary 
evidence provided by Mr. Diena and Mr. Stanleigh.  In July 2019, Mr. Diena provided 
the Receiver with a copy of Rando’s electronic minute book.  The same minute book 
was also provided to the Receiver by Mr. Diena’s counsel, Mr. Stanleigh, on April 21, 
2020 in response to the Receiver’s information requests related to Rando.  

3. Mr. Stanleigh advised that this minute book was created in 2018, as the previous 
minute book had been lost; it identifies 2345 as the sole shareholder of Rando.  
Mr. Stanleigh’s April 21, 2020 letter and the minute book are attached as Appendix 
“F”.   

4. The Receiver notes in particular: 

 the summary page, which references that the 100 common shares issued by 
Rando, being 100% of Rando’s share capital, are held by 2345; 

 a shareholder registry, which lists 2345 as the sole shareholder; 

 a declaration by Mr. Diena dated January 26, 2018 wherein he states that 
“2345760 Ontario Inc. is currently the sole shareholder of the Corporation 
[Rando]”; 

 an affidavit sworn on January 26, 2018 by Mr. Diena wherein he states that 2345 
is the registered and beneficial owner of Rando; 

 joint resolutions of the sole director and sole shareholder of Rando signed by 
Ms. Diena on behalf of 2345 as the sole shareholder of Rando dated January 
26, 2018; and 

 a special resolution signed by Ms. Diena on behalf of 2345 as the sole 
shareholder of Rando dated January 26, 2018. 
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5. The foregoing supports the fact that 2345, not the Trust, owns the Rando shares and 
is completely inconsistent with the suggestion that the transfer of shares took place in 
2013. 

6. In addition to the minute book evidence, the Receiver has considered the following: 

a) Third party evidence also reflects Rando’s ownership by 2345, including the 
cover pages of Rando’s insurance policy.  Copies of the cover pages are 
provided in Appendix “G”; 

b) In the context of a transaction completed in July 2018, which the Receiver is 
presently reviewing, Ms. Diena signed a resolution on behalf of 2345 as the sole 
shareholder of Rando dated July 20, 2018, a copy of which is provided in 
Appendix “H”; 

c) Neither Mr. Stanleigh nor Mr. Diena have provided any documentation reflecting 
a transfer of Rando’s ownership from 2345 to the Trust, nor any documentation 
reflecting the consideration paid by the Trust to 2345; and 

d) The Receiver has not identified any information in Rando’s books and records 
reflecting a conveyance from 2345 to the Trust.   

7. The Receiver has also requested diligence information with respect to the business 
and assets of the Trust.  If the Trust does, in fact, own the shares of Rando, they 
would normally be listed as an asset of the Trust within its business records.  In a 
letter dated March 23, 2020, Mr. Stanleigh advised that the Trust has “no minute book, 
share registry, and no resolutions”.  Mr. Stanleigh’s letter also includes an email from 
Marciano Beckenstein LLP, also counsel to the Dienas, indicating that “if no activity 
in the trust for the entire year…then cra (administratively) does not require tax return 
or financial statements to be filed by the trust for that year”.  Accordingly, 
documentation and evidence regarding assets owned by the Trust, if any, appears to 
be limited, at best.  A copy of Mr. Stanleigh’s March 23, 2020 letter is attached as 
Appendix “I”. 

8. The only documentation made available to the Receiver identifying the Trust as the 
owner of Rando is Rando’s tax return for the year ended December 31, 2018, which 
refers to the Trust as owning 99% of Rando’s shares.    

9. On May 21, 2020, GSNH advised Mr. Stanleigh that based on all of the records 
provided to the Receiver, it is the Receiver’s view that Rando is owned by 2345 and 
not the Trust (the “May 21st Letter”).  A copy of the May 21st Letter is provided in 
Appendix “J”.  Mr. Stanleigh has not responded to the May 21st Letter.   
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4.4 Recommendation 

1. Notwithstanding the foregoing, in the Receiver’s opinion, the rationale for the 
Sponsorship Agreement and related transactions is to provide benefit to the creditors 
of Rando given the value of the corporate entity itself, and not any specific value tied 
to the Existing Shares. The preponderance of the evidence indicates that the Existing 
Shares are, in fact, owned by 2345 but they themselves are not being conveyed as 
part of the reorganization.  As such, ownership is only one aspect of the 
recommendation for approval. 

2. The Receiver recommends that the Court make an Order granting the relief 
summarized above for the following reasons: 

a) the transaction contemplated by the Sponsorship Agreement and the Proposal 
will facilitate a sale of the Rando charter for the benefit of Rando’s creditors; 

b) the Capitalization Amount is commercially reasonable and reflective of the value 
of the charter based on the marketing process conducted in the RSP for the 
DNPI charter and the offer contemplated in the 2258 APA; 

c) ECN supports the transaction; 

d) absent the Sponsorship Agreement and the Proposal, there would be no 
recoveries for unsecured creditors; and 

e) the Receiver is of the view that a further marketing of the charter is unlikely to 
result in a superior transaction, particularly given the complexity, time, effort and 
costs incurred negotiating this transaction, first with 2258 and then with the 
Sponsor. 

3. If the Sponsorship Agreement is approved, the next step will be for the Receiver to 
finalize and file the Proposal and hold the creditors’ meeting.  If the requisite number 
of Rando’s creditors vote to accept the Proposal then KSV, as Proposal Trustee, will 
bring a motion for approval of the Proposal and the reorganization, including the 
proposed Articles of Amendment, the distribution to ECN and discharge of the 
Receiver as it relates to Rando. 

4.5 Sealing 

1. The Receiver recommends that expressions of interest received for the DNPI charter 
and the unredacted version of the Sponsorship Agreement be filed with the Court on 
a confidential basis and remain sealed pending a further Order of the Court.  The 
redactions in the Sponsorship Agreement are limited to the capitalization amount and 
therefore no parties are prejudiced by the sealing request.  A complete copy of the 
Sponsorship Agreement will be made available to Rando’s creditors upon the filing of 
the Proposal.      
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5.0 Receiver’s Activities 

1. In addition to the activities summarized in this Report, the Receiver’s activities since 
the date of the Third Report have included:  

 Corresponding regularly with the pharmacists regarding the operation of the 
Pharmacies; 

 Dealing with the Company’s vendors to, among other things, purchase inventory 
for the Company’s pharmacies; 

 Corresponding with Mr. Diena regarding the operations of the Pharmacies; 

 Reviewing daily transaction reports provided by the Pharmacies; 

 Dealing with the bi-weekly payroll and contractor payments related to the 
Pharmacies; 

 Providing rolling weekly financial and reporting to ECN thereon; 

 Corresponding with Canada Revenue Agency regarding the Company’s payroll 
and sales tax accounts; 

 Preparing information to file Rando’s tax return to the date of the Proposal; 

 Corresponding with the Purchasers regarding the E/W Transaction; 

 Providing updates to ECN on, among other things, the status of these 
proceedings; and 

 Preparing this Report. 

6.0 Professional Fees 

1. The fees of the Receiver for the period December 1, 2019 to July 31, 2020 total 
$430,724, excluding disbursements and HST.  The fees of GSNH for the period 
December 1, 2019 to August 24, 2020 total $157,271, excluding disbursements and 
HST. Fee affidavits and accompanying invoices in respect of the fees and 
disbursements of the Receiver and GSNH for these periods are attached as 
Appendices “K” and “L”, respectively, to this Report.  
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2. The fees incurred by the Receiver and GSNH are reflective of the complications 
associated with this receivership that were unforeseen prior to the commencement of 
these proceedings, including, among other things, those related to the 
misrepresentations by Mr. Diena concerning numerous aspects of Rando’s business 
and operations, including the leases for Pharmacy East and Pharmacy West and the 
ownership of several entities.  The fees also include oversight of the Pharmacies, the 
challenges closing the E/W Transaction and the complex process to monetize the 
Exemption.  Oversight of the Pharmacies was extensive in light of the Covid-19, 
including addressing staffing, supply and PPE issues.   

3. The Receiver has not charged a significant portion of its fees on this mandate.  The 
Receiver reserves the right to seek approval of these fees at a later time if recoveries 
improve.   

4. The average hourly rate for the Receiver and GSNH for the referenced billing period 
was $451 and $431, respectively. 

5. The Receiver is of the view that GSNH’s hourly rates are consistent with or lower than 
the rates charged by other law firms practicing in the area of insolvency in the Toronto 
market, and that its fees are reasonable and appropriate in the circumstances9.  

7.0 Conclusion and Recommendation 

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

*     *     * 
All of which is respectfully submitted, 

 
KSV RESTRUCTURING INC., 
SOLELY IN ITS CAPACITY AS RECEIVER OF 
THE ASSETS, UNDERTAKINGS AND PROPERTIES OF 
RANDO DRUGS LTD. AND RELATED COMPANIES 
AND NOT IN ITS PERSONAL OR IN ANY OTHER CAPACITY 

 
9 Subsequent fee approval will include Norton Rose Fulbright Canada LLP, the firm which presently represents the 
Receiver. 
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Court File No. CV-19-00632106

ONTARIO

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST

THE HONOURABLE MR. 

JUSTICE HAINEY 

BETWEEN

) WEDNESDAY, THE 4th

)
v DAY OF DECEMBER, 2019

ECN FINANCIAL INC.

Applicant

- and -

2345760 ONTARIO INC., RANDO DRUGS LTD, 2275518 ONTARIO INC., FAMILY 
HEALTH PHARMACY WEST INC. formerly known as M. BLACHER DRUGS LTD., 

2501380 ONTARIO INC., 2527218 ONTARIO INC., DUMOPHARM INC. and 2527475
ONTARIO INC.

Respondents

ORDER
(appointing Receiver)

THIS APPLICATION made by the Applicant for an Order pursuant to section 

243(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the 
“BIA”) and section 101 of the Courts of Justice Act, R.S.O. 1990, c. C.43, as amended 
(the “CJA”) appointing KSV Kofman Inc. (“KSV”) as receiver (in such capacity, the 
“Receiver”) without security, of all of the assets, undertakings and properties of 
2345760 Ontario Inc., (“234”) Rando Drugs Ltd. (“Rando”), 2275518 Ontario Inc. 
(“227”), Family Health Pharmacy West Inc. Formerly known as M. Blacher Drugs Ltd. 
(“West Inc.”), 2501380 Ontario Inc. (“250”), 2527218 Ontario Inc. (“25272”), 
Dumopharm Inc. (“Dumopharm”) and 2527475 Ontario Inc. (“25274”) (together, the

43510924.1
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“Debtors”) acquired for, or used in relation to a business carried on by the Debtors, was 

heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the affidavit of Adam Flomen sworn December 3, 2019, the pre

filing report filed by KSV dated December 3, 2019 (the “Report”), and on hearing the 

submissions of counsel for the Applicant and the Respondent, and on reading the 

Consent executed by the Defendants to the appointment of a receiver, the Consent 

executed by KSV to act as the Receiver and the Affidavit of Service of Maureen 

McLaren sworn December 3, 2019,

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and 
the Application Record and the Report is hereby abridged and validated so that this 
motion is properly returnable today and hereby dispenses with further service thereof.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 

101 of the CJA, KSV is hereby appointed Receiver, without security, of all of the assets, 

undertakings and properties of the Debtors acquired for, or used in relation to a 

business carried on by the Debtors, including all proceeds thereof (the “Property”).

RECEIVER’S POWERS

3. THIS COURT ORDERS that the Receiver is hereby empowered and authorized, 
but not obligated, to act at once in respect of the Property and, without in any way 
limiting the generality of the foregoing, the Receiver is hereby expressly empowered 
and authorized to do any of the following where the Receiver considers it necessary or 
desirable:

(a) to take possession of and exercise control over the Property and any and 
all proceeds, receipts and disbursements arising out of or from the 

Property;

43510924.1
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(b) to receive, preserve, and protect the Property, or any part or parts thereof, 
including, but not limited to, the changing of locks and security codes, the 

relocating of Property to safeguard it, the engaging of independent 

security personnel, the taking of physical inventories and the placement of 

such insurance coverage as may be necessary or desirable;

(c) to manage, operate, and carry on the business of the Debtors, including 

the powers to enter into any agreements, incur any obligations in the 

ordinary course of business, cease to carry on all or any part of the 
business, or cease to perform any contracts of the Debtors;

(d) to engage pharmacists, consultants, appraisers, agents, experts, auditors, 
accountants, managers, counsel and such other persons from time to time 

and on whatever basis, including on a temporary basis, to assist with the 

exercise of the Receiver’s powers and duties, including without limitation 
those conferred by this Order;

(e) to purchase or lease such machinery, equipment, inventories, supplies, 

premises or other assets to continue the business of the Debtors or any 

part or parts thereof;

(f) to receive and collect all monies and accounts now owed or hereafter 
owing to the Debtors and to exercise all remedies of the Debtors in 
collecting such monies, including, without limitation, to enforce any 
security held by the Debtors, and to deposit such monies in a separate 
bank account controlled by the Receiver and pay such disbursements that 
are necessary for the continued operation of the business of the Debtors;

(g) to settle, extend or compromise any indebtedness owing to the Debtors;

(h) to execute, assign, issue and endorse documents of whatever nature in 

respect of any of the Property, whether in the Receiver's name or in the 

name and on behalf of the Debtors, for any purpose pursuant to this 
Order;

43510924.1
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(i) to initiate, prosecute and continue the prosecution of any and all 

proceedings and to defend all proceedings now pending or hereafter 

instituted with respect to the Debtors, the Property or the Receiver, and to 
settle or compromise any such proceedings. The authority hereby 
conveyed shall extend to such appeals or applications for judicial review in 

respect of any order or judgment pronounced in any such proceeding;

(j) to market any or all of the Property, including pursuant to the Sale Process 

(defined below), including advertising and soliciting offers in respect of the 
Property or any part or parts thereof and negotiating such terms and 
conditions of sale as the Receiver in its discretion may deem appropriate;

(k) to sell, convey, transfer, lease or assign the Property or any part or parts 
thereof out of the ordinary course of business,

(i) without the approval of this Court in respect of any 

transaction not exceeding $50,000.00, provided that the 

aggregate consideration for all such transactions does not 
exceed $100,000.00; and

(ii) with the approval of this Court in respect of any transaction 
in which the purchase price or the aggregate purchase price 
exceeds the applicable amount set out in the preceding 
clause;

and in each such case notice under subsection 63(4) of the Ontario 
Personal Property Security Act shall not be required.

(l) to apply for any vesting order or other orders necessary to convey the 
Property or any part or parts thereof to a purchaser or purchasers thereof, 
free and clear of any liens or encumbrances affecting such Property;

(m) to summarily dispose of Property that is perishable or likely to depreciate 

rapidly in value;

43510924.1
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(n) to report to, meet with and discuss with such affected Persons (as defined 

below) as the Receiver deems appropriate on all matters relating to the 
Property and the Receivership, and to share information, subject to such 

terms as to confidentiality as the Receiver deems advisable;

(o) to register a copy of this Order and any other Orders in respect of the 
Property against title to any of the Property;

(p) to apply for any permits, licences, approvals or permissions as may be 
required by any governmental authority and any renewals thereof for and 
on behalf of and, if thought desirable by the Receiver, in the name of the 
Debtors;

(q) to enter into agreements with any licensed insolvency trustee in 

bankruptcy appointed in respect of the Debtors, including, without limiting 
the generality of the foregoing, the ability to enter into occupation 

agreements for any property owned or leased by the Debtors;

(r) to exercise any shareholder, partnership, joint venture or other rights 

which the Debtors may have;

(s) to inquire into and report to the Applicant and the Court on the financial 
condition of the Debtors and the Property and any material adverse
developments relating to the financial condition of the Debtors and/or the

Property; and

(t) to take any steps reasonably incidental to the exercise of these powers or 
the performance of any statutory obligations;

(u) and in each case where the Receiver takes any such actions or steps, it 
shall be exclusively authorized and empowered to do so, to the exclusion 
of all other Persons (as defined below), including the Debtors, and without 
interference from any other Person.
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DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4. THIS COURT ORDERS that (i) the Debtors, (ii) all of their current and former 

directors, officers, employees, agents, accountants, legal counsel and shareholders, 

and all other persons acting on its instructions or behalf, and (iii) all other individuals, 
firms, corporations, governmental bodies or agencies, or other entities having notice of 

this Order, including, but not limited to the Ontario College of Pharmacists, the Ministry 

of Health and Long-Term Care, the Ontario Drug Benefit Program and any insurance 

company (all of the foregoing, collectively, being "Persons" and each being a "Person") 
shall forthwith advise the Receiver of the existence of any Property in such Person's 

possession or control, shall grant immediate and continued access to the Property to 
the Receiver, and shall deliver all such Property to the Receiver upon the Receiver's 

request.

5. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of 
the existence of any client records and prescription information (“Client Records”), 
books, documents, securities, contracts, orders, billing privileges, corporate and 

accounting records, and any other papers, records and information of any kind related 
to the business or affairs of the Debtors, and any computer programs, computer tapes, 
computer disks, or other data storage media containing any such information (the 

foregoing, collectively, the “Records”) in that Person’s possession or control, and shall, 

subject to Paragraph 6A herein, provide to the Receiver or permit the Receiver to make, 
retain and take away copies thereof and grant to the Receiver unfettered access to and 

use of accounting, computer, software and physical facilities relating thereto, provided 
however that nothing in this paragraph 5 or in paragraph 6 of this Order shall require the 
delivery of Records, or the granting of access to Records, which may not be disclosed 
or provided to the Receiver due to the privilege attaching to solicitor-client 
communication or due to statutory provisions prohibiting such disclosure.

5A. THIS COURT ORDERS that, should the Receiver deem it necessary to seek 
from any insurance company or its pharmacy benefits manager personal information 
regarding persons covered pursuant to benefit plans which might have had claims 
under such plans relating to the Debtors, such information shall be sought pursuant to a
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motion on notice to the insurance company and its pharmacy benefits manager. Such 

information shall only be released by the insurance company or its pharmacy benefits 

manager on the agreement of such insurance company or as provided in the Order so 

obtained.

6. THIS COURT ORDERS that if any Records are stored or otherwise contained on 

a computer or other electronic system of information storage, whether by independent 

service provider or otherwise, all Persons in possession or control of such Records shall 

forthwith give unfettered access to the Receiver for the purpose of allowing the Receiver 
to recover and fully copy all of the information contained therein whether by way of 
printing the information onto paper or making copies of computer disks or such other 
manner of retrieving and copying the information as the Receiver in its discretion deems 
expedient, and shall not alter, erase or destroy any Records without the prior written 

consent of the Receiver. Further, for the purposes of this paragraph, all Persons shall 

provide the Receiver with all such assistance in gaining immediate access to the 
information in the Records as the Receiver may in its discretion require including 

providing the Receiver with instructions on the use of any computer or other system and 
providing the Receiver with any and all access codes, account names and account 

numbers that may be required to gain access to the information.

6A. THIS COURT ORDERS that in respect to the Client Records, the Receiver shall: 
(i) take all steps reasonably necessary to maintain the integrity of the confidential aspect 
of the Client Records; (ii) if necessary, appoint a pharmacist licensed and qualified to 
practice in the Province of Ontario to act as custodian (the “Custodian”) for the Client 
Records; (iii) not allow anyone other than the Receiver or the Custodian to have access 
to the Client Records; (iv) allow the Debtors supervised access to the Client Records for 
any purposes required pursuant to the Regulated Health Professions Act, 1991, the 
Pharmacy Act, 1991 or any other governing Ontario or Canadian statute, that requires 

the Debtors, from time to time, to perform certain obligations.

7. THIS COURT ORDERS that the Receiver shall provide each of the relevant 
landlords with notice of the Receiver’s intention to remove any fixtures from any leased
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premises at least seven (7) days prior to the date of the intended removal. The relevant 
landlord shall be entitled to have a representative present in the leased premises to 

observe such removal and, if the landlord disputes the Receiver’s entitlement to remove 
any such fixture under the provisions of the lease, such fixture shall remain on the 

premises and shall be dealt with as agreed between any applicable secured creditors, 
such landlord and the Receiver, or by further Order of this Court upon application by the 

Receiver on at least two (2) days notice to such landlord and any such secured 

creditors.

NO PROCEEDINGS AGAINST THE RECEIVER

8. THIS COURT ORDERS that no proceeding or enforcement process in any court 

or tribunal (each, a “Proceeding”), shall be commenced or continued against the 

Receiver except with the written consent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTORS OR THE PROPERTY

9. THIS COURT ORDERS that no Proceeding against or in respect of the Debtors 

or the Property shall be commenced or continued except with the written consent of the 
Receiver or with leave of this Court and any and all Proceedings currently under way 
against or in respect of the Debtors or the Property are hereby stayed and suspended 
pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

10. THIS COURT ORDERS that all rights and remedies against the Debtors, the 
Receiver, or affecting the Property, are hereby stayed and suspended except with the 
written consent of the Receiver or leave of this Court, provided however that this stay 
and suspension does not apply in respect of any “eligible financial contract” as defined 
in the BIA, and further provided that nothing in this paragraph shall (i) empower the 
Receiver or the Debtors to carry on any business which the Debtors is not lawfully 
entitled to carry on, (ii) exempt the Receiver or the Debtors from compliance with 
statutory or regulatory provisions relating to health, safety or the environment, (iii)

43510924.1

35



-9-

prevent the filing of any registration to preserve or perfect a security interest, or (iv) 

prevent the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

11. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, 

interfere with, repudiate, terminate or cease to perform any right, renewal right, contract, 

agreement, licence or permit in favour of or held by the Debtors, without written consent 

of the Receiver or leave of this Court.

CONTINUATION OF SERVICES

12. THIS COURT ORDERS that all Persons having oral or written agreements with 
the Debtors or statutory or regulatory mandates for the supply of goods and/or services, 

including without limitation, all computer software, communication and other data 
services, centralized banking services, claims processing services, payment processing 
services, payroll services, insurance, transportation services, utility or other services to 
the Debtors are hereby restrained until further Order of this Court from discontinuing, 

altering, interfering with or terminating the supply of such goods or services as may be 
required by the Receiver, and that the Receiver shall be entitled to the continued use of 

the Debtors’ current telephone numbers, facsimile numbers, internet addresses and 

domain names, provided in each case that the normal prices or charges for all such 

goods or services received after the date of this Order are paid by the Receiver in 
accordance with normal payment practices of the Debtors or such other practices as 
may be agreed upon by the supplier or service provider and the Receiver, or as may be 
ordered by this Court.

RECEIVER TO HOLD FUNDS

13. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other 
forms of payments received or collected by the Receiver from and after the making of 
this Order from any source whatsoever, including without limitation the sale of all or any 
of the Property and the collection of any accounts receivable in whole or in part, 
whether in existence on the date of this Order or hereafter coming into existence, shall 
be deposited into one or more new accounts to be opened by the Receiver (the “Post
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Receivership Accounts”) and the monies standing to the credit of such Post 
Receivership Accounts from time to time, net of any disbursements provided for herein, 

shall be held by the Receiver to be paid in accordance with the terms of this Order or 

any further Order of this Court.

EMPLOYEES

14. THIS COURT ORDERS that all employees of the Debtors shall remain the 

employees of the Debtors until such time as the Receiver, on the Debtors’ behalf, may 

terminate the employment of such employees. The Receiver shall not be liable for any 
employee-related liabilities, including any successor employer liabilities as provided for 
in section 14.06(1.2) of the BIA, other than such amounts as the Receiver may 
specifically agree in writing to pay, or in respect of its obligations under sections 81.4(5) 
or 81.6(3) of the BIA or under the Wage Earner Protection Program Act.

SALE PROCESS

14A. THIS COURT ORDERS that sale process as described in Section 5 of the 

Report (the “Sale Process”) be and is hereby approved provided that the approval of the 

Sale Process shall not preclude the Receiver from entering into one or more sale 
transactions without conducting the Sale Process.

14B. THIS COURT ORDERS that Confidential Appendix E to the Report be and is 
hereby sealed pending further Order of this Court.

PIPEDA

15. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal 
Information Protection and Electronic Documents Act, the Receiver shall disclose 
personal information of identifiable individuals to prospective purchasers or bidders for 
the Property and to their advisors, but only to the extent desirable or required to 
negotiate and attempt to complete one or more sales of the Property (each, a “Sale”). 
Each prospective purchaser or bidder to whom such personal information is disclosed 
shall maintain and protect the privacy of such information and limit the use of such

43510924.1

37



38



-11 -

information to its evaluation of the Sale, and if it does not complete a Sale, shall return 

all such information to the Receiver,- or-in\the alternative destroy all such information. 
The purchaser of any Property: shall, be^eptitled to continue to use the personal 

information provided to it, and^related-to-the Property purchased, in a manner which is 

in all material respects identical to the prior uSe-oEsuch information by the Debtors, and 
shall return all other personal information to/ the -Receiver, or ensure that all other 

personal information is destroyed.^ ; ■. . ^ /

16. THIS COURT ORDERS thaC pursuant to section 42 of the Ontario Personal 
Health Information Protection Act (“PHIPA”), the Receiver shall only disclose personal 
health information to prospective purchasers or bidders who are potential successor(s) 

to the pharmacy business of the Debtors (the “Pharmacy”) as Health Information 
Custodian(s) (as defined in the PHIPA) for the purposes of allowing the potential 
successor to assess and evaluate the operations of the Pharmacy. Each potential 
successor to whom such personal health information is disclosed is required in advance 
of such disclosure to review and sign an acknowledgement of this Order indicating that 

it agrees to keep the information confidential and secure and not to retain any of the 

information longer than is necessary for the purposes of the assessment or evaluation, 

and if such potential successor does not complete a Sale, such potential successor 
shall return all such information to the Receiver, or in the alternative shall destroy all 
such information. Such acknowledgement shall be deemed to be an agreement 
between the Receiver and the potential successor for the purposes of section 42 of 
PHIPA.

LIMITATION ON ENVIRONMENTAL LIABILITIES

17. THIS COURT ORDERS that nothing herein contained shall require the Receiver 

to occupy or to take control, care, charge, possession or management (separately 

and/or collectively, “Possession”) of any of the Property that might be environmentally 
contaminated, might be a pollutant or a contaminant, or might cause or contribute to a 
spill, discharge, release or deposit of a substance contrary to any federal, provincial or 
other law respecting the protection, conservation, enhancement, remediation or 
rehabilitation of the environment or relating to the disposal of waste or other
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contamination including, without limitation, the Canadian Environmental Protection Act, 
the Ontario Environmental Protection"Act,'''the Ontario Water Resources Act, or the 
Ontario Occupational Health' and. Safety < Act and regulations thereunder (the 

“Environmental Legislation”)^ provided'however-that nothing herein shall exempt the 

Receiver from any duty to; report or make-disclosure imposed by applicable 

Environmental Legislation. Th^ Receiver shal|-not, -as a result of this Order or anything 

done in pursuance of the Receivers duties anefpowers under this Order, be deemed to 
be in Possession of any of the ProjDeljy-within the meaning of any Environmental 

Legislation, unless it is actually in possession.

LIMITATION ON THE RECEIVER’S LIABILITY

18. THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a 

result of its appointment or the carrying out the provisions of this Order, save and 

except for any gross negligence or wilful misconduct on its part, or in respect of its 
obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner 
Protection Program Act. Nothing in this Order shall derogate from the protections 

afforded the Receiver by section 14.06 of the BIA or by any other applicable legislation.

RECEIVER’S ACCOUNTS

19. THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be 
paid their reasonable fees and disbursements, in each case at their standard rates and 
charges unless otherwise ordered by the Court on the passing of accounts, and that the 
Receiver and counsel to the Receiver shall be entitled to and are hereby granted a 
charge (the “Receiver’s Charge”) on the Property, as security for such fees and 
disbursements, both before and after the making of this Order in respect of these 
proceedings, and that the Receiver’s Charge shall form a first charge on the Property in 
priority to all security interests, trusts, liens, charges and encumbrances, statutory or 
otherwise, in favour of any Person, but subject to sections 14.06(7), 81.4(4), and 81.6(2) 

of the BIA.

20. THIS COURT ORDERS that the Receiver and its legal counsel shall pass its 
accounts from time to time, and for this purpose the accounts of the Receiver and its
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legal counsel are hereby referred to a judge of the Commercial List of the Ontario 

Superior Court of Justice.

21. THIS COURT ORDERS that prior to the passing of its accounts, the Receiver 

shall be at liberty from time to time to apply reasonable amounts, out of the monies in its 
hands, against its fees and disbursements, including legal fees and disbursements, 

incurred at the standard rates and charges of the Receiver or its counsel, and such 

amounts shall constitute advances against its remuneration and disbursements when 

and as approved by this Court.

FUNDING OF THE RECEIVERSHIP

22. THIS COURT ORDERS that the Receiver be at liberty and it is hereby 

empowered to borrow by way of a revolving credit or otherwise, such monies from time 
to time as it may consider necessary or desirable, provided that the outstanding 

principal amount does not exceed $250,000 (or such greater amount as this Court may 

by further Order authorize) at any time, at such rate or rates of interest as it deems 
advisable for such period or periods of time as it may arrange, for the purpose of 
funding the exercise of the powers and duties conferred upon the Receiver by this 
Order, including interim expenditures. The whole of the Property shall be and is hereby 

charged by way of a fixed and specific charge (the “Receiver’s Borrowings Charge”) 
as security for the payment of the monies borrowed, together with interest and charges 

thereon, in priority to all security interests, trusts, liens, charges and encumbrances, 
statutory or otherwise, in favour of any Person, but subordinate in priority to the 
Receiver’s Charge and the charges as set out in sections 14.06(7), 81.4(4), and 81.6(2) 
of the BIA.

23. THIS COURT ORDERS that neither the Receiver’s Borrowings Charge nor any 
other security granted by the Receiver in connection with its borrowings under this 

Order shall be enforced without leave of this Court.
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24. THIS COURT ORDERS that the Receiver is at liberty and authorized to issue 

certificates substantially in the form annexed as Schedule “A” hereto (the “Receiver’s 
Certificates”) for any amount borrowed by it pursuant to this Order.

25. THIS COURT ORDERS that the monies from time to time borrowed by the 

Receiver pursuant to this Order or any further order of this Court and any and all 
Receiver’s Certificates evidencing the same or any part thereof shall rank on a pari 

passu basis, unless otherwise agreed to by the holders of any prior issued Receiver’s 

Certificates.

SERVICE AND NOTICE

26. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the 
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the 
service of documents made in accordance with the Protocol (which can be found on the 
Commercial List website at http://www.ontariocourts.ca/sci/practice/practice- 

directions/toronto/e-service-protocol/) shall be valid and effective service. Subject to 

Rule 17.05 this Order shall constitute an order for substituted service pursuant to Rule 

16.04 of the Rules of Civil Procedure. Subject to Rule 3.01(d) of the Rules of Civil 
Procedure and paragraph 21 of the Protocol, service of documents in accordance with 
the Protocol will be effective on transmission. This Court further orders that a Case 
Website shall be established in accordance with the Protocol with the following URL: 
www.ksvadvisory.com/insoIvency-cases/rando/.

27. THIS COURT ORDERS that if the service or distribution of documents in 
accordance with the Protocol is not practicable, the Receiver is at liberty to serve or 
distribute this Order, any other materials and orders in these proceedings, any notices 
or other correspondence, by forwarding true copies thereof by prepaid ordinary mail, 
courier, personal delivery or facsimile transmission to the Debtors’ creditors or other 
interested parties at their respective addresses as last shown on the records of the 
Debtors and that any such service or distribution by courier, personal delivery or 

facsimile transmission shall be deemed to be received on the next business day
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following the date of forwarding thereof, or if sent by ordinary mail, on the third business 

day after mailing.

GENERAL

28. THIS COURT ORDERS that the Receiver may from time to time apply to this 

Court for advice and directions in the discharge of its powers and duties hereunder.

29. THIS COURT ORDERS that nothing in this Order shall prevent the Receiver 
from acting as a trustee in bankruptcy of the Debtors.

30. THIS COURT HEREBY REQUESTS the aid and recognition of any court, 

tribunal, regulatory or administrative body having jurisdiction in Canada or in the United 
States to give effect to this Order and to assist the Receiver and its agents in carrying 

out the terms of this Order. All courts, tribunals, regulatory and administrative bodies 
are hereby respectfully requested to make such orders and to provide such assistance 

to the Receiver, as an officer of this Court, as may be necessary or desirable to give 
effect to this Order or to assist the Receiver and its agents in carrying out the terms of 
this Order.

31. THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized 

and empowered to apply to any court, tribunal, regulatory or administrative body, 
wherever located, for the recognition of this Order and for assistance in carrying out the 
terms of this Order, and that the Receiver is authorized and empowered to act as a 
representative in respect of the within proceedings for the purpose of having these 
proceedings recognized in a jurisdiction outside Canada.

32. THIS COURT ORDERS that the Applicant shall have its costs of this motion, up 
to and including entry and service of this Order, provided for by the terms of the 
Applicant’s security or, if not so provided by the Applicant’s security, then on a 
substantial indemnity basis to be paid by the Receiver from the Debtors’ estate with 
such priority and at such time as this Court may determine.
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33. THIS COURT ORDERS that any interested party may apply to this Court to vary 

or amend this Order on not less than seven (7) days’ notice to the Receiver and to any 
other party likely to be affected by the order sought or upon such other notice, if any, as 

this Court may order.

34. THIS COURT ORDERS that the Receiver, its counsel and counsel for the 

Applicant are at liberty to serve or distribute this Order, any other materials and orders 

as may be reasonably required in these proceedings, including any notices, or other 

correspondence, by forwarding true copies thereof by electronic message to the 
Debtors’ creditors or other interested parties and their advisors. For greater certainty, 

any such distribution or service shall be deemed to be in satisfaction of a legal or 
juridical obligation, and notice requirements within the meaning of clause 3(c) of the 
Electronic Commerce Protection Regulations, Reg. 81000-2-175 (SOR/DORS).

T

SUPERIOR COURT OF JUSTICE
entered
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SCHEDULE“A”

RECEIVER CERTIFICATE

CERTIFICATE NO.______________

AMOUNT $_____________________

1. THIS IS TO CERTIFY that KSV Kofman Inc., the Receiver (the “Receiver”) of the 

assets, undertakings and properties 2345760 Ontario Inc., Rando Drugs Ltd., 2275518 

Ontario Inc., Family Health Pharmacy West Inc. Formerly known as M. Blacher Drugs 
Ltd., 2501380 Ontario Inc., 2527218 Ontario Inc., Dumopharm Inc. and 2527475 

Ontario Inc. (collectively the “Debtors”) acquired for, or used in relation to a business 
carried on by the Debtors, including all proceeds thereof (collectively, the “Property”) 
appointed by Order of the Ontario Superior Court of Justice (Commercial List) (the 
“Court”) dated the 4th day of December, 2019 (the “Order”) made in an action having 

Court file number CV-19-00632106, has received as such Receiver from the holder of
this certificate (the “Lender”) the principal sum of $___________, being part of the total
principal sum of $___________which the Receiver is authorized to borrow under and

pursuant to the Order.

2. The principal sum evidenced by this certificate is payable on demand by the 

Lender with interest thereon calculated and compounded [daily][monthly not in advance

on the_______day of each month] after the date hereof at a notional rate per annum
equal to the rate of______per cent above the prime commercial lending rate of Bank of
_________from time to time.

3. Such principal sum with interest thereon is, by the terms of the Order, together 
with the principal sums and interest thereon of all other certificates issued by the 
Receiver pursuant to the Order or to any further order of the Court, a charge upon the 
whole of the Property, in priority to the security interests of any other person, but subject 
to the priority of the charges set out in the Order and in the Bankruptcy and Insolvency 

Act, and the right of the Receiver to indemnify itself out of such Property in respect of its 

remuneration and expenses.
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4. All sums payable in respect of principal and interest under this certificate are 

payable at the main office of the Lender at Toronto, Ontario.

5. Until all liability in respect of this certificate has been terminated, no certificates 
creating charges ranking or purporting to rank in priority to this certificate shall be issued 

by the Receiver to any person other than the holder of this certificate without the prior 

written consent of the holder of this certificate.

6. The charge securing this certificate shall operate so as to permit the Receiver to 
deal with the Property as authorized by the Order and as authorized by any further or 

other order of the Court.

7. The Receiver does not undertake, and it is not under any personal liability, to pay 

any sum in respect of which it may issue certificates under the terms of the Order.

DATED the_____day of______________ , 2019.

KSV Kofman Inc., solely in its capacity 
as Receiver of the Property, and not in its 
personal capacity

Per

Name:
Title:
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COURT FILE NO.: CV-19-00632106-00CL 
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 
 

IN THE MATTER OF s. 243 (1) of the Bankruptcy and Insolvency Act,  
R.S.C. 1985, c. B-3, and s. 101 of the Courts of Justice Act, R.S.O. 1990, c. C.43 

BETWEEN: 
 

ECN FINANCIAL INC. 
 

APPLICANT 
- AND - 

 
2345760 ONTARIO INC., RANDO DRUGS LTD., GRACE DIENA, 2275518 ONTARIO INC., 

FAMILY HEALTH PHARMACY WEST INC. formerly known as M. BLACHER DRUGS 
LTD., 2501380 ONTARIO INC., 2527218 ONTARIO INC., DUMOPHARM INC. and 2527475 

ONTARIO INC. 
 

RESPONDENT 
 

REPORT OF  
KSV KOFMAN INC. 

 AS PROPOSED RECEIVER  
 

DECEMBER 3, 2019 

1.0 Introduction 

1. This report (the “Report”) is filed by KSV Kofman Inc. (“KSV”) as proposed receiver 
and manager of the property, assets and undertaking of 2345760 Ontario Inc (“2345”), 
Rando Drugs Ltd. (“Rando”), 2275518 Ontario Inc. (“2275”), M. Blacher Drugs Ltd1. 
(“Blacher”), 2501380 Ontario Inc. (“2501”), 2527218 Ontario Inc. (“2527218”), 
Dumopharm Inc. (“Dumopharm”) and 2527475 Ontario Inc. (“2527475”) (collectively, 
the “Company”). Although Grace Diena is listed as a respondent above, KSV 
understands no order is being sought against her at this time. 

                                                

1 Now known as Family Health Pharmacy West Inc.  This should not be confused with Family Health Pharmacy West, 
which is an unincorporated division of Rando. 
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2. As of the date of this Report, 2345 was indebted to ECN Financial Inc. (“ECN”) in the 
amount of approximately $4.1 million (the “ECN Facility”).  Each of Rando, 2275, 
Blacher, 2501, 2527218, Dumopharm and 2527475 are secured guarantors of 2345’s 
indebtedness under the ECN Facility.   

3. Of the borrowers and guarantors under the ECN Facility, the only business is carried 
on by Rando, which operates four pharmacies in Southwestern Ontario under the 
PharmaChoice banner (the “Pharmacies”).  Each pharmacy is an unincorporated 
division of Rando.   

4. On July 17, 2019, the Company and ECN entered into a Forbearance Agreement (the 
“Forbearance Agreement”). ECN’s application materials will provide further 
background about the events of default leading up to the entry into the Forbearance 
Agreement.  Specifically, as it pertains to KSV, pursuant to the Forbearance 
Agreement: 

a) the Company agreed to retain KSV Advisory Inc.2 to act as its advisor (the 
“Advisor”) to conduct a refinancing and sale process for the Pharmacies (the 
“RSP”) [section 5.1(a)]. The Forbearance Agreement originally contemplated 
the retention of a different advisory firm; however, 2345 and ECN agreed to 
retain KSV for the mandate;   

b) the Company agreed that KSV’s appointment as Advisor did not preclude it from 
being appointed as receiver [section 6.2(f)]; and   

c) the Company consented to the appointment of a receiver which consent was to 
be held in escrow pending the termination of the Forbearance Agreement or an 
“intervening event” (as defined therein) [Section 3.2(c) and Schedule G]. 

5. The Company entered into an engagement letter with KSV dated July 31, 2019 (the 
“Engagement Letter”) appointing it as Advisor as contemplated by the Forbearance 
Agreement.  Pursuant to Section 7 of the Engagement Letter, the Company 
specifically consented to KSV or its affiliates acting as a court-appointed officer in any 
formal insolvency proceeding involving the Company.   

6. Copies of the Forbearance Agreement and the Engagement Letter are attached as 
Appendices “A” and “B” respectively. 

7. The principal purpose of the receivership proceedings is to allow the Company’s 
business to continue to operate on a going-concern basis while a Court-supervised 
sale process for the Company’s business and assets is carried out by a receiver.  In 
its role as Advisor, KSV has already conducted an extensive RSP with respect to the 
Pharmacies including preparing teaser letters, confidential information memoranda 
and the like.  

                                                

2 KSV Kofman Inc. carries out all of KSV’s formal insolvency appointments.  Consulting services are provided by KSV 
Advisory Inc. 
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8. KSV has consented to act as receiver.  A copy of KSV’s consent is attached as 
Appendix “C”.  KSV is a trustee within the meaning of subsection 2(1) of the Bankruptcy 
and Insolvency Act (Canada) (the “BIA”). KSV is not the auditor of the Company.  KSV 
is not subject to any of the restrictions on who may be appointed as receiver set out 
in section 13.3 of the BIA.   

1.1 Purposes of this Report 

1. The purposes of this Report are to:  

a) provide background information regarding the Company; 

b) summarize the RSP carried out by KSV as Advisor; 

c) summarize the proposed process pursuant to which the Company’s business 
and assets would be marketed for sale by KSV, as receiver, during the 
receivership proceedings (the “Sale Process”); and 

d) recommend that the Court issue an order, among other things: 

i. appointing KSV as receiver and manager of the Company; and  

ii. approving the Sale Process. 

1.2 Restrictions 

1. In preparing this Report, KSV has relied upon unaudited financial information 
prepared by the Company, the books and records of the Company and discussions 
with representatives of the Company.  KSV has not performed an audit or other 
verification of such information.  An examination of the Company’s financial forecasts 
as outlined in the Chartered Professional Accountant Canada Handbook has not been 
performed.  Future oriented financial information relied upon in this Report is based 
on the Company’s representative’s assumptions regarding future events; actual 
results achieved may vary from this information and these variations may be material.  
KSV accepts no reliance for any financial disclosure provided in this Report and any 
party interested in the Company is encouraged to perform its own due diligence. 

2.0 Company Background 

1. The Pharmacies (all of which are owned by Rando) are located in Southwestern, 
Ontario.  Each pharmacy is a separate division of Rando.  Dani Diena is the President 
of Rando and of every other Company subject to the Application.  A corporate chart 
is provided in Appendix “D”. 

2.  The Pharmacies are located at the following addresses:   

a) Family Health Pharmacy West located at 1604 Tecumseh Road West, Windsor 
(“Pharmacy West”); 
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b) Family Health Pharmacy East located at 6720 Hawthorne Drive, Windsor 
(“Pharmacy East”); 

c) Novacare Pharmacy located at 3A-1275 Walker Road, Windsor; and 

d) Family Health Pharmacy Walpole located at 785 Tecumseh Road, Walpole 
Island. 

2. The Pharmacies largely operate independently, with minimal support from Rando.  
Rando provides some administrative head office functions for the Pharmacies.  

3. Excluding Mr. Diena, Rando has approximately 19 employees and 11 contractors who 
work in the Pharmacies.  The business is also supported by a controller who works at 
Rando’s head office in North York, Ontario.  The controller is not exclusively dedicated 
to Rando’s business.  Rando’s workforce is not unionized, and Rando does not 
provide a pension plan.   

3.0 ECN and the Forbearance Agreement 

1. ECN is the Company’s most significant secured creditor.  As at the date of this Report, 
ECN was owed approximately $4.1 million.  The ECN application materials provide 
details concerning the defaults under the ECN Facility, the circumstances of the 
Forbearance Agreement and the subsequent defaults leading to this Application. 

2. Pursuant to the Forbearance Agreement, the Company was required to retain an 
advisor to conduct a process that, by November 30, 2019, would result in either: 

a) an executed and verifiable commitment letter for a refinancing of all the ECN 
debt with a transaction closing date on or before December 31, 2019; or 

b) an executed and verifiable agreement of purchase and sale in respect of the 
Pharmacies in an amount sufficient to pay the ECN Facility in full, with a closing 
date on or before December 31, 2019. 

4.0 RSP 

1. KSV’s mandate, as detailed in the Engagement Letter, was as follows: 

a) identifying prospective buyers, lenders and/or investors; 

b) assisting in preparing financial information to support due diligence and drive 
value; 

c) preparing marketing materials, in cooperation with the Company, including a 
teaser (high-level anonymous information), and Confidential Information 
Memorandum (“CIM”) (more in depth based on confidential information);  

d) preparing instructions to potential interested parties regarding the process 
(including draft Asset Purchase Agreement (“APA”), sale approval order, etc., 
as determined to be appropriate in the circumstances);  
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e) marketing the Pharmacies;  

f) maintaining the virtual data room (“VDR”), as populated with the assistance of 
the Company; 

g) reviewing, analyzing, and recommending offers received;  

h) assisting in negotiating, finalizing and closing an offer; and  

i) performing other services as may be informed by the RSP terms agreed 
between the Company and ECN pursuant to the Forbearance Agreement.   

2. The table below summarizes the RSP timelines:  

Date 
Commencement of RSP August 22, 2019 
Preliminary Letter of Intent (“LOI”) deadline September 20, 2019 
Final LOI deadline October 4, 2019 
Target closing date deadline October 18, 2019 

 
3. The Engagement Letter permits KSV to report directly to ECN and to act as a court 

officer in any formal insolvency proceedings involving the Company.  At the 
introductory meeting between representatives of KSV (Robert Kofman and Eli 
Brenner) and Mr. Diena, Mr. Kofman made specific reference to these provisions of 
the Engagement Letter.  

4. The details of the steps taken by KSV in the RSP are outlined on Confidential 
Appendix “1”.  KSV believes that the information set out in the confidential appendix 
should be sealed pending the earlier of the negotiation of a successful sale transaction 
or further order of the Court as it could potentially prejudice subsequent negotiations 
or re-engagement with potential buyers. 

5. On November 29, 2019, KSV learned that the landlord for Pharmacy East sent a letter 
to Mr. Diena dated September 25, 2019 purporting to terminate the lease for 
Pharmacy East effective November 30, 2019.  The landlord has since extended the 
purported termination to December 31, 2019.  If this lease is terminated, it will 
materially affect the value of any transaction for the Pharmacies.  The landlord of 
Pharmacy East is also the landlord of Pharmacy West.  KSV was extremely surprised 
that Mr. Diena did not disclose to it the purported Pharmacy East lease termination at 
the time it occurred given the materiality of this development on the RSP.  If appointed 
receiver, KSV intends to engage with the Pharmacy East landlord immediately 
following its appointment.  
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5.0 Sale Process 

1. If appointed Receiver, KSV intends to immediately re-engage with the parties that 
submitted offers in the RSP.  If one or more of those parties continue to have an 
interest in the opportunity, KSV intends to attempt to complete a binding agreement 
of purchase and sale with one of those parties as soon as possible.  KSV will also 
engage with parties who expressed an interest in the opportunity during the RSP but 
opted not to participate in it due to their concerns about the Company’s management.   

2. KSV intends to have all parties requiring further due diligence sign a new 
confidentiality agreement, even if it signed one during the RSP process. 

3. If re-engaging with the interested parties from the RSP process does not generate, or 
appears that it will not generate, an acceptable transaction, KSV intends to launch a 
new sale process commencing forthwith with offers to be submitted on or about 
January 17, 2020.  All new offers will be required to be submitted in the form of a 
standard asset purchase agreement which will be prepared by the Receiver and made 
available in the data room.  Changes to the agreement will be required to be blacklined 
or otherwise clearly marked.  The proposed timeline is provided in the table below. 

Summary of Sale Process 

(To be commenced after re-engaging with RSP parties.) 

Milestone Description of Activities Timeline 

Phase 1 – Finalize materials   

 Update marketing 

materials 

 KSV to update Teaser, CIM, 

confidentiality agreement 

(“CA”) and VDR used in the 

RSP. 

Week 1 

Phase 2 – Marketing    

 Stage 1  Mass market introduction, 

including: 

 Teaser to be sent to 

identified prospects, 

including investors that own 

similar retail pharmacies; 

 publication of the acquisition 

opportunity in The Globe 

and Mail (National Edition);  

 telephone canvass of 

leading prospects; and 

 meet with and interview 

bidders. 

Week of December 9 

and December 16 
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Summary of Sale Process 

(To be commenced after re-engaging with RSP parties.) 

Milestone Description of Activities Timeline 

 Stage 2  KSV to provide detailed 

information to qualified 

prospects that sign the CA, 

including the CIM and access 

to the VDR; 

 KSV to facilitate diligence by 

interested parties; 

 KSV will prepare draft APA. 

Week of January 6 

 Stage 3  Prospective purchasers to 

submit APAs or other 

proposals. 

On or about January 

17 

Phase 3 – Offer Review and Negotiations  

   2nd Round Bids and further 

bidding - Prospective 

purchasers may be asked to re-

submit APAs on one or more 

occasions. 

Week of January 20 

 Selection of 

Successful Bids 

 Select successful bidder and 

finalize definitive documents. 
Week of January 20 

 Sale Approval 

Motion  and Closing 

 Motion for sale approval and 

close transaction. 

Approximately mid-

February, subject to 

delays resulting from 

regulatory 

approvals/consents 

 

2. Additional attributes of the Sale Process include:  

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

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

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

3. KSV will also require flexibility in the timelines as regulatory approvals are required 
when selling pharmacies.  KSV does not have the ability to control those timelines. 
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5.1 Sale Process Recommendation 

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

a) KSV as Advisor has already conducted an extensive marketing of Rando’s 
business and assets.  Given the breadth of the RSP and the offers received, 
KSV is of the view that it may not be necessary to commence a fresh RSP.  KSV 
only intends to conduct such a process if an acceptable transaction cannot be 
completed, or it appears that one may not be completed, from the bidders who 
participated in the RSP, or from the parties who were interested in the 
opportunity but opted not to participate;  

b) the contemplated Sale Process, if required, is fair, open and transparent and 
will allow KSV to canvass the market broadly on an orderly basis in order to 
obtain the highest and best price;  

c) there will be no delay commencing the Sale Process – KSV has significant 
knowledge from its role as Advisor and has already prepared marketing 
materials that can be quickly updated for a fresh RSP, if necessary; 

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

e) ECN supports the Sale Process. 

6.0 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., 
SOLELY IN ITS CAPACITY AS PROPOSED RECEIVER OF 
THE PROPERTIES, ASSETS AND UNDERTAKINGS OF 
RANDO DRUGS LTD. AND RELATED COMPANIES 
AND NOT IN ITS PERSONAL OR IN ANY OTHER CAPACITY 
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COURT FILE NO.: CV-19-00632106-00CL 
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 
 

BETWEEN: 
 

ECN FINANCIAL INC. 
 

APPLICANT 
- AND - 

 
2345760 ONTARIO INC., RANDO DRUGS LTD., 2275518 ONTARIO INC., FAMILY 

HEALTH PHARMACY WEST INC. FORMERLY KNOWN AS M. BLACHER DRUGS LTD., 
2501380 ONTARIO INC., 2527218 ONTARIO INC., DUMOPHARM INC. AND 2527475 

ONTARIO INC. 
 

RESPONDENTS 
 

SECOND REPORT OF KSV KOFMAN INC. 
AS RECEIVER OF THE ASSETS, PROPERTY AND UNDERTAKING OF 

RANDO DRUGS LTD. AND RELATED COMPANIES 
 

FEBRUARY 19, 2020 

1.0 Introduction 

1. This report (the “Report”) is filed by KSV Kofman Inc. (“KSV”) in its capacity as 
receiver (the “Receiver”) of the property, assets and undertaking of 2345760 Ontario 
Inc (“2345”), Rando Drugs Ltd. (“Rando”), 2275518 Ontario Inc. (“2275”), M. Blacher 
Drugs Ltd. 1 (“Blacher”), 2501380 Ontario Inc. (“2501”), 2527218 Ontario Inc. 
(“2527218”), Dumopharm Inc. (“Dumopharm”) and 2527475 Ontario Inc. (“2527475”) 
(collectively, the “Company”).  

2. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List) (the 
“Court”) made on December 4, 2019 (the “Receivership Order”), KSV was appointed 
Receiver.  A copy of the Receivership Order is attached as Appendix “A”.  

3. The principal purpose of the receivership proceedings is to allow the Company’s four 
pharmacies (the “Pharmacies”) (which are believed to be owned by Rando) and its 
physiotherapy clinic (which is believed to be owned by 2275 and operates as “Abira”) 
to continue to operate while the Receiver works to complete a sale of some or all of 
these businesses on a going-concern basis.  

 
1 Now known as Family Health Pharmacy West Inc.  This should not be confused with Family Health Pharmacy West, 
which is an unincorporated division of Rando. 
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1.1 Purposes of this Report 

1. The purposes of this Report are to:  

a) provide background information regarding the Company; 

b) summarize the marketing process for the Pharmacies and the Court-approved 
process pursuant to which the opportunity to acquire the Pharmacies was 
carried out during these proceedings (the “Sale Process”); 

c) summarize the terms of an asset purchase agreement dated December 18, 
2019 (the “Original APA”), as amended on January 31, 2020 (the “Amendment” 
and together with the Original APA, the “APA”), between the Receiver and 
2258156 Ontario Inc. (the “Purchaser”) for substantially all the business and 
assets of the Debtors2; 

d) set out the reasons that the Receiver is only seeking approval at this time of the 
sale of the Company’s pharmacies located at 785 Tecumseh Road, Unit #16, 
Walpole Island (“Walpole”) and 3A-1275 Walker Road, Windsor (“Novacare”); 

e) summarize the Receiver’s rationale for: i) seeking an assignment to the 
Purchaser of the lease held jointly by Dumopharm and CEDV Inc. (“CEDV”), a 
company not subject to these receivership proceedings but related to Rando’s 
principal; and ii) vesting out, on closing, any interest in respect of CEDV from 
the Novacare Lease (as defined in Section  4.1.1 below);  

f) summarize certain of the buyer’s conditions which must be completed in order 
to close the sale of the pharmacies subject to the APA;  

g) provide the Receiver’s rationale for sealing certain confidential information, 
including a portion of the APA that does not deal with the sale of the Pharmacies;  

h) set out the reasons that ECN (as defined below) is seeking to expand the 
Receivership Order to include Grace Diena, the spouse of the Company’s 
principal; and 

i) recommend that the Court issue an order: 

i. approving the execution by the Receiver of the APA;  

ii. approving only the portion of the transactions in the APA relating to 
Walpole and Novacare (the “Transactions”);  

iii. assigning the Novacare Lease to the Purchaser free and clear of any 
interest of CEDV; 

 
2 “Debtors” as defined in the APA means Rando and Dumopharm. 
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iv. authorizing the Receiver to enter into any other ancillary documents and 
agreements required to complete the Transactions; 

v. vesting the Debtors’ right, title and interest in and to the Purchased Assets 
(as defined in the APA) in the Purchaser, free and clear of all liens, 
charges, security interests and encumbrances, other than the Permitted 
Encumbrances, for the Novacare and Walpole locations; 

vi. sealing the confidential appendices to this Report on the terms set out 
below;  

vii. expanding the Receivership Order to include Ms. Diena; and 

viii. approving this Report and the Receiver’s activities described herein. 

1.2 Restrictions 

1. In preparing this Report, the Receiver has relied upon unaudited financial information 
prepared by the Company, the books and records of the Company and discussions 
with representatives of the Company.  The Receiver 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. The Receiver 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.  The Receiver accepts no reliance for any financial disclosure provided in this 
Report and any party interested in the Company is encouraged to perform its own due 
diligence.  

2.0 Background 

1. As of the date of the Receivership Order, 2345 was indebted to ECN Financial Inc. 
(“ECN”) in the amount of approximately $4.3 million (the “ECN Facility”), plus interest, 
fees and costs which continue to accrue.  Each of Rando, 2275, Blacher, 2501, 
2527218, Dumopharm and 2527475 are secured guarantors of 2345’s indebtedness 
under the ECN Facility.  As discussed in Section 5 below, Ms. Diena is also a secured 
guarantor although she presently is not subject to the Receivership Order. 

2. The Company owns and operates the following four pharmacies in Southwestern 
Ontario under the PharmaChoice banner:  

a) Family Health Pharmacy West, located at 1604 Tecumseh Road West, Windsor 
(“Family Health West”); 

b) Family Health Pharmacy East, located at 6720 Hawthorne Drive, Windsor 
(“Family Health East”); 
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c) Walpole; and 

d) Novacare. 

3. Each pharmacy operates as a separate division of Rando.  Dani Diena is the President 
of Rando and every other Company subject to the Receivership Order. To the 
Receiver’s knowledge, Mr. Diena is an undischarged bankrupt.  Mr. Diena’s trustee, 
MSI Spergel Inc. (“Spergel”) has not contacted the Receiver since the 
commencement of these proceedings nor has it taken any positions within these 
receivership proceedings. 

4. Of the remaining borrowers and guarantors under the ECN Facility, the only other 
business is carried on by Abira.  The Toronto-Dominion Bank (“TD”) and ECN are 
secured creditors of Abira.  Pursuant to a priorities agreement between TD and ECN 
dated March 4, 2016, Abira’s indebtedness to TD appears to have priority over its 
indebtedness to ECN, which is pursuant to a secured guarantee.  Abira’s 
indebtedness to TD totalled approximately $980,000 at the commencement of the 
receivership proceedings.  The Abira business continues to operate.   

5. Additional information about the Company is provided in KSV’s report to Court as 
proposed receiver dated December 3, 2019 (the “Pre-filing Report”).  A copy of the 
Pre-filing Report is provided in Appendix “B”, without appendices. 

6. The Court materials filed in these proceedings are available on the Receiver’s website 
at https://www.ksvadvisory.com/insolvency-cases/case/rando-drugs-ltd. 

3.0  Sale Process 

1. As set out in Section 4 of the Pre-filing Report, KSV was retained by the Company on 
July 31, 2019 to conduct a refinancing and sale process (“RSP”) for the Pharmacies. 
Several strong offers were submitted in that process.  Details of the RSP and a 
summary of the offers received are provided in Confidential Appendix “1”3.  At the 
time, KSV believed the strongest offer had been submitted by Bidder Two (as 
referenced in the confidential appendix).  Ultimately, Mr. Diena chose to pursue the 
offer submitted by Bidder One, which was not recommended by KSV and never 
closed.     

2. As set out in the Pre-Filing Report, given the wide canvassing and orderly marketing 
of the Company already performed by KSV under the RSP, the Receiver intended to 
re-approach the parties that submitted the best offers in the RSP.  The Receiver 
intended to re-market the business and assets if parties did not express a continuing 
interest.  The Court approved this approach pursuant to the Receivership Order.   

3. Upon its appointment, the Receiver contacted the Purchaser.  The Purchaser is 
referred to as “Bidder Two” in Confidential Appendix “1”.  As set out above, the 
Receiver believed Bidder Two’s offer was the strongest submitted in the RSP.  

 
3 This appendix was also included with the Pre-Filing Report.  
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4. The Purchaser advised the Receiver that it continued to have an interest; however, 
due to issues which came to light subsequent to the RSP that may affect a transaction, 
the Purchaser advised that it would only continue to have an interest at a lower price 
than its bid in the RSP.  The Purchaser also advised that the structure of its bid would 
also have to reflect the risks in the transaction.  Certain of the issues giving rise to 
these changes are discussed in Confidential Appendix “2”.  

5. Notwithstanding the reduction in the value of the Purchaser’s offer, the Receiver 
believes that the Purchaser’s offer remained attractive for the following reasons: 

a) it was not subject to a financing condition; 

b) the Purchaser represented that it had completed substantially all its due 
diligence; 

c) the principal of the Purchaser is an experienced pharmacist who operates 
multiple pharmacies; 

d) the Purchaser is interested in all four Pharmacies and other assets;  

e) the total value of the Purchaser’s offer exceeds the ECN debt; and 

f) the issues which caused the Purchaser to reduce the value of its offer would 
also cause all other bidders to also reduce their offer. 

6. The Receiver, with the assistance of its counsel, Goldman, Sloan, Nash and Haber 
LLP (“GSNH”), worked with the Purchaser and its counsel to finalize the terms of the 
Original APA.  The offer was finalized and accepted on December 18, 2019.   

4.0 The APA4 

1. The APA is structured to allow the Receiver to close the sale of each Pharmacy 
individually.  This structure was necessary as there are issues unique to the sale of 
each location.   

2. The key terms of the APA include: 

a) Purchaser: 2258156 Ontario Inc. 

b) Purchase price: The purchase price and the allocation of the purchase price 
among the Pharmacies is included in Confidential Appendix “3”. 

 
4 Defined terms in this section of the Report have the meanings provided to them in the APA. 
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c) Deposit:  

i. The Purchaser will pay 10% of the Purchase Price (net of the Inventory 
Amount) (the “Initial Deposit”) upon the execution of the Original APA, to 
be held by the Receiver in trust until Closing. Upon closing, the Initial 
Deposit will be credited toward the Purchase Price. The Initial Deposit was 
provided to the Receiver on December 19, 2019;  

ii. An additional sum of 5% of the Purchase Price (net of the Inventory 
Amount) (the “Additional Deposit”) was to be  paid to the Receiver, in trust, 
upon the earlier of (a) January 31, 2020; and (b) obtaining Landlord 
Approval (discussed in paragraph “h” below).  The deadline to pay the 
Additional Deposit was extended to March 13, 2020 pursuant to the 
Amendment. 

d) Assets to be purchased: All of the Debtors’ right, title and interest in and to 
substantially all of the business, assets and contracts of the Pharmacies, 
excluding accounts receivable, cash and cash equivalents, intercompany 
receivables, deposits, HST receivables, tax refunds, claims, insurance or 
insurance claims, and any contracts not specifically included in the Contracts.  

e) Inventory: The Purchaser shall pay the following amounts for Inventory upon 
completion of the sale of each Pharmacy: 

i. ●% of the cost for generic prescription drugs; 

ii. ●% of the cost for brand name prescription drugs; and 

iii. ●% of the cost for all over-the-counter medicine and sundry items. 

A redacted version of the APA is provided in Appendix “C”.  An unredacted 
version is provided in Confidential Appendix “3”.  The above amounts are 
provided in the unredacted APA.  The reasons for including certain information 
in confidential appendices are provided in Section 4.5 below.   

The Receiver has also redacted certain sections of the APA which have nothing 
to do with the Transactions and for which approval is not being sought at this 
time.  

f) Assumed obligations: All obligations and liabilities of the Company under the 
Contracts and in respect of the Transferred Employees. Within ten (10) 
Business Days of the Purchaser advising the Receiver it has obtained a 
Landlord Approval for a Leased Location, the Purchaser shall provide a list to 
the Receiver of those employees of the Debtor at the Leased Location it wishes 
to offer employment. The employees who accept the Purchaser’s employment 
offer shall be referred to as the Transferred Employees. 
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g) “As is, where is”: The agreement is consistent with standard insolvency 
transactions, i.e. to be completed on an “as is, where is” basis with minimal 
representations, warranties and conditions. 

h) Conditions in favour of the Purchaser: The following are the material conditions 
in favour of the Purchaser: 

i. Landlord Approval – pursuant to the Amendment, on or before March 13, 
2020, the Purchaser will have obtained consents by the landlords of the 
Leased Locations to assignments of the applicable leases, including 
options to extend for up to 10 years 5  or new leases for the Leased 
Locations. In the event that Landlord Approval is obtained for some of the 
Leased Locations but not all of the Leased Locations, the Parties may, but 
are not obligated to, close the sale of those Leased Locations for which 
the Landlord Approval has been received.   

ii. Ontario College of Pharmacists (“OCP”) – on or before February 28, 2020, 
the Purchaser will have obtained a new certificate of accreditation by the 
OCP. Pursuant to the Amendment, this has been extended to April 17, 
2020. 

iii. Ontario Drug Benefit Plan (“ODB”) - on or before February 28, 2020, the 
Purchaser will have obtained new billing privileges for all Leased 
Locations under the ODB with the Ministry of Health (Ontario) and all third-
party payors of the Leased Locations.  Pursuant to the Amendment, this 
was extended to April 17, 2020; and 

iv. Approval and Vesting Order – the obligations of the Receiver and 
Purchaser to complete the Transactions are subject to an order of the 
Court on or before March 13, 2020 approving the APA and the 
Transactions.  Pursuant to the Amendment, this was extended to May 8, 
2020.  

  
3. As of the date of this Report, the Purchaser and the Walpole landlord are finalizing 

the terms of a new lease.  The Receiver understands that the lease should be 
completed by the return of this motion.   

4. As discussed in Section 4.1 below, Landlord approval has not been obtained for the 
Novacare location.  This lease is to be assigned to the Purchaser.   

 
5 Based on discussions with certain landlords, this term may need to be amended.  The Purchaser has advised that 
there is some flexibility in this regard. 
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4.1 Novacare Lease  

1. Rando occupies the Novacare pharmacy pursuant to a lease (together with all 
renewals, the “Novacare Lease”) between Dumopharm, a non-operating entity 
subject to the Receivership Order, and Walker Plaza 1200 Inc. (the “Novacare 
Landlord”).  Pursuant to a co-tenancy agreement dated February 12, 2017, CEDV 
was added to the lease as a co-tenant.  CEDV is believed to be owned or controlled 
by Mr. Diena.     

2. A copy of the Novacare Lease (which is undated) is provided in Appendix “D”.   The 
Novacare Lease expired on December 31, 2019 but was renewed by Rando prior to 
the receivership.  The Novacare Landlord’s counsel has yet to provide a draft renewal 
but the assignment of the Novacare Lease would include all renewals including the 
current one.  The Company provided the Receiver with an email confirming that it had 
exercised the renewal.  The Company is continuing to occupy the Novacare premises.    

3. Mr. Diena advised the Receiver that CEDV is an entity that financed certain leasehold 
improvements for the Novacare location with a loan from an entity other than ECN 
and that CEDV’s addition as a tenant to the lease was obtained in connection with 
this transaction.  Mr. Diena has advised that CEDV has not and does not occupy that 
location and that the structure was purely financial in nature.   

4. Shortly after entering into the Original APA, the Receiver reached out to the Novacare 
Landlord’s counsel, Gatti Law Professional Corporation (“Gatti”), to discuss 
assignment of the Novacare Lease to the Purchaser (or the entering into of a new 
lease).  Gatti indicated that it was only prepared to enter into a new lease (or 
assignment) and deal with the Purchaser if the issues concerning CEDV were 
addressed with no doubt as to which entity (Dumopharm and/or CEDV) could deal 
with the Novacare Lease.   

5. To provide such certainty to Gatti and in order to complete a transaction for the 
Novacare location, Mr. Diena provided a co-tenant acknowledgement on behalf of 
CEDV on January 11, 2020 (the “Co-tenancy Acknowledgement”), attached as 
Appendix “E”, that provides:  

“the Co-tenant will consent to any lease assignment recommended by the 
Receiver as part of a transaction and release any rights it may have as a Co-
tenant and/or allow its interest to be vested out by a vesting order”. 
 

6. Gatti did not accept the Co-Tenancy Acknowledgment as sufficient evidence that it 
could discuss the lease assignment or new lease term with the Receiver and/or the 
Purchaser. 

7. A summary of the Receiver’s and GSNH’s correspondence with the Novacare 
Landlord and Gatti is as follows: 

a) on January 2, 2020, Gatti advised the Receiver and GSNH that CEDV’s interest 
in the Novacare lease restricts it from negotiating a new or assigned lease in 
favour of the Purchaser;  
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b) on January 13, 2020, the Receiver and GSNH provided a copy of the Co-
tenancy Acknowledgement to Gatti; 

c) on January 22, 2020, Gatti advised the Receiver that, notwithstanding the Co-
Tenancy Acknowledgment, it would only commence discussions regarding the 
terms of a new lease after the Receiver obtains a Court order vesting out the 
interest of CEDV from the Novacare lease; and 

d) on January 24, 2020, Gatti advised the Receiver and GSNH that until such time 
as the Novacare Landlord has full control of the lease, it will not enter any form 
of negotiation with the Purchaser. 

8. A copy of the Receiver’s correspondence with Gatti is provided in Appendix “F”.   

9. Given the above, the Receiver is seeking to assign the Company’s existing Novacare 
Lease to the Purchaser.  This is acceptable to the Purchaser.  The Purchaser and the 
Novacare Landlord can negotiate a new lease thereafter if that is what they decide to 
do. The Receiver believes this assignment is appropriate for the following reasons: 

a) The Purchaser is a pharmacist operating approximately 30 locations, the 
majority of which have been operating for ten years and more; 

b) The Purchaser satisfied due diligence performed by the Walpole landlord; 

c) The Receiver has no reason to believe the Purchaser cannot or will not perform 
its obligations under the Novacare Lease; 

d) Neither the Novacare Landlord nor Gatti have indicated they have any concerns 
with the Purchaser itself and in fact have indicated they are “happy” to discuss 
the Novacare location with the Purchaser once the certainty of the tenant/co-
tenant arrangement is addressed; 

e) There are no outstanding monetary defaults under the Novacare Lease of which 
the Receiver is aware; and 

f) The assignment of the Novacare Lease is a key condition for that sale – without 
the Novacare Lease, the Transaction for that location will not close. 

4.2 Family Health East and Family Health West Lease 

1. The status of these leases is discussed in Confidential Appendix “2”.  

4.3 Regulatory Approval 

1. The sale of any pharmacy in Ontario is conditional on obtaining approval from the 
OCP and the Ministry of Health, as described above in Section 4. 
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2. The Receiver has been advised that to obtain approval from the OCP, OCP requires 
evidence of a new lease, or an assignment of an existing lease.  The application for 
such approval can therefore only be made if this Court approves the Transactions and 
the Purchaser secures leases for the Novacare and Walpole locations. 

3. The Receiver understands that the OCP approval process takes approximately one 
month. 

4.4 Notice to Stakeholders 

1. In addition to the parties on the service list, the Receiver intends to provide notice of 
this motion to: 

a) all landlords or landlord’s counsel;  

b) PharmaChoice – pursuant to various “membership agreements”, 
PharmaChoice has a contractual right of first refusal for the sale of the assets 
or shares of the Debtor.  Mr. Diena has advised the Receiver that 
PharmaChoice has waived its right to exercise its right of first refusal; 

c) Spergel; and 

d) All personal property security registrants. 

4.5 Recommendation 

1. The Receiver recommends that this Court approve the Transactions for the following 
reasons: 

a) as detailed in the Pre-filing Report, the RSP carried out by KSV in advance of 
these proceedings canvassed a large number of parties on an orderly basis over 
a significant period of time.  The process identified several strong offers;  

b) upon its appointment, the Receiver re-engaged with certain interested parties 
on the basis set out in the Pre-filing Report.  In the Receiver’s opinion, the 
Purchaser submitted the best offer in the RSP; 

c) ECN, the Company’s largest secured creditor, supports the Transactions; 

d) the value of the offer is significant – the APA needs to be closed in stages due 
largely to issues related to the Company’s leases; 

e) the Purchaser’s Principal is knowledgeable about the pharmacy business.  The 
Receiver understands that he directly or indirectly owns approximately 30 
pharmacies and medical centers; 

f) the reduction in the value of the Transactions versus the offer submitted by the 
Purchaser in the RSP is justified due to the issues that have been identified 
since the completion of the RSP; 
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g) the Transactions are expected to preserve employment for a substantial number 
of the Company’s employees on terms similar to those currently in place; 

h) completion of the sale of Walpole and Novacare will reduce receivership costs 
and professional fees and can be completed outside of the transactions for 
Family Health East and Family Health West; and 

i) the Receiver does not believe that further time spent marketing the Company’s 
business and assets will result in a superior transaction. 

2. The Receiver also recommends that the Court issue an Order assigning the Novacare 
lease to the Purchaser as it is integral to completing the sale of that location. 

4.6 Sealing 

1. The Receiver recommends that the details regarding the marketing process 
undertaken by KSV in the RSP, the unredacted version of the APA and the 
confidential appendix related to the two other leases be filed with the Court on a 
confidential basis and remain sealed pending further order of the Court.  The 
availability of this information to other parties may negatively impact any future sale 
process for the Company’s business and assets if the transactions do not close.  The 
information in the appendices also contains confidential information concerning 
certain of the Company’s business and assets that are not related to the Transactions.  
The Receiver is concerned that if this information is made public at this time, that 
portion of the APA may be put at risk.  The Receiver does not believe that any 
stakeholder will be prejudiced if the information is sealed.    

5.0 Grace Diena 

1. Ms. Diena is a secured guarantor of 2345’s indebtedness under the ECN Facility. 

2. Pursuant to a forbearance agreement dated July 17, 2019 (the “Forbearance 
Agreement”), Ms. Diena acknowledged, among other things, the Notices of Intention 
to Enforce Security issued by ECN pursuant to section 244 of the Bankruptcy and 
Insolvency Act and consented to the appointed of a receiver over the Company and 
herself.  A copy of the Forbearance Agreement is provided in Appendix “G”. 

3. Ms. Diena is also a guarantor of Abira’s indebtedness to TD, which is unsecured.  
Pursuant to a letter dated February 13, 2020, TD demanded repayment from Ms. 
Diena of the amounts owing by Abira.   

4. ECN has advised the Receiver that it will be bringing a motion to expand the 
Receivership Order to include Ms. Diena for the purposes of, among other things: 

 seeking a stay of proceedings applying against her; 

 preventing her from disposing, selling or encumbering any of her assets;  
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 allowing the Receiver to investigate her financial situation, including the assets 
that she owns or owned, directly or indirectly6; and 

 authorizing the Receiver to register the Receivership Order on title to any real 
property that she owns.  

5. If appointed over Ms. Diena, the Receiver would require that within ten business days 
she disclose all assets she owns and list any assets that she has disposed of within 
the last five years. 

6. The Receiver believes that the relief being sought by ECN is appropriate in light of 
Ms. Diena’s secured guarantee of the amounts owing to ECN, as described in this 
Report.  Accordingly, the Receiver recommends that this Court expand the 
Receivership Order to include Ms. Diena. 

6.0 Receiver’s Activities 

1. In addition to the activities summarized in this Report, the Receiver’s activities since 
commencement of these proceedings have included: 

 Attending at each of the Pharmacies and advising the pharmacists of the 
Receiver’s appointment; 

 Meeting and corresponding regularly with Mr. Diena regarding the operations of 
the Pharmacies; 

 Corresponding on a near-daily basis with the pharmacists regarding the 
operation of the Pharmacies; 

 Dealing with the Company’s vendors and arranging terms to, among other 
things, purchase inventory; 

 Assisting the Company to prepare a response to an examination conducted by 
the OCP; 

 Reviewing daily transaction reports provided by the Pharmacies; 

 Reviewing pharmacist scheduling at the Pharmacies; 

 Dealing with the bi-weekly payroll and contractor payments related to the 
Pharmacies; 

 Corresponding with the Company’s insurance agent regarding the Company’s 
policies; 

 Preparing rolling four-week projected cash flow forecasts; 

 
6 This may include the Grace Family Trust (the “Trust”).  The Receiver presently has limited information on the 
ownership and structure of the Trust, including the assets it holds and its beneficiaries.  
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 Comparing weekly budget-to-actual results; 

 Corresponding with Canada Revenue Agency regarding the Company’s payroll 
and sales tax accounts; 

 Arranging for the Company’s obsolete computers to be replaced at each of the 
Pharmacies; 

 Assisting the Pharmacies to prepare job postings and deal with new hires; 

 Attending at Abira’s location; 

 Reviewing historical financial information related to Abira; 

 Meeting with Mr. Diena to discuss recent changes to Abira’s business and the 
loss of certain contracts; 

 Dealing with TD concerning the Abira business and receivership; 

 Corresponding with the Ministry of Health (Ontario) regarding Abira’s account 
and monthly payments subject to a garnishment order by a judgment creditor; 

 Arranging for Abira’s judgment creditor to pay to the Receiver certain amounts 
the judgement creditor received following the date of the Receivership Order; 

 Providing updates to ECN on, among other things, the status of these 
proceedings; 

 Preparing the Receiver’s First Report dated January 16, 2020;  

 Preparing the Receiver’s Confidential Update dated January 30, 2020; and 

 Preparing this Report. 

7.0 Conclusion and Recommendation 

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

*     *     * 
All of which is respectfully submitted, 
 
 

KSV KOFMAN INC., 
SOLELY IN ITS CAPACITY AS RECEIVER OF 
THE PROPERTIES, ASSETS AND UNDERTAKINGS OF 
RANDO DRUGS LTD. AND RELATED COMPANIES 
AND NOT IN ITS PERSONAL OR IN ANY OTHER CAPACITY 
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COURT FILE NO.: CV-19-00632106-00CL 
 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 
 

BETWEEN: 
 

ECN FINANCIAL INC. 
 

APPLICANT 
- AND - 

 
2345760 ONTARIO INC., RANDO DRUGS LTD., 2275518 ONTARIO INC., FAMILY 

HEALTH PHARMACY WEST INC. FORMERLY KNOWN AS M. BLACHER DRUGS LTD., 
2501380 ONTARIO INC., 2527218 ONTARIO INC., DUMOPHARM INC., 2527475 ONTARIO 

INC. AND GRACE DIENA 
 

RESPONDENTS 
 

THIRD REPORT OF KSV KOFMAN INC. 
AS RECEIVER OF THE ASSETS, UNDERTAKINGS AND PROPERTIES OF 

RANDO DRUGS LTD. AND RELATED COMPANIES 
 

AUGUST 27, 2020 

1.0 Introduction 

1. This report (the “Report”) is filed by KSV Kofman Inc. (“KSV”) in its capacity as 
receiver (the “Receiver”) of the assets, undertakings and properties (the “Property”) 
of 2345760 Ontario Inc. (“2345”), Rando Drugs Ltd. (“Rando”), 2275518 Ontario Inc. 
(“2275”), M. Blacher Drugs Ltd.1 (“Blacher”), 2501380 Ontario Inc. (“2501”), 2527218 
Ontario Inc. (“2527218”), Dumopharm Inc. (“Dumopharm”) and 2527475 Ontario Inc. 
(“2527475”) (collectively, the “Company”), and of Grace Diena, the spouse of Dani 
Diena, the Company’s principal 2.  

2. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List) (the 
“Court”) made on December 4, 2019 (the “Receivership Order”), KSV was appointed 
Receiver.  A copy of the Receivership Order is attached as Appendix “A”.  

3. The principal purpose of the receivership proceedings is to allow the Company’s four 
pharmacies (the “Pharmacies”) (which are believed to be owned by Rando) and its 
physiotherapy clinic (which is believed to be owned by 2275 and operates as “Abira”) 
to continue to operate while the Receiver works to complete a sale of some or all of 
these businesses on a going-concern basis.  

 
1 Now known as Family Health Pharmacy West Inc.  This should not be confused with Family Health Pharmacy West, 
which is an unincorporated division of Rando. 
2 Ms. Diena was added to the Receivership Order pursuant to a Court order dated February 26, 2020. 
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1.1 Purposes of this Report 

1. The purposes of this Report are to:  

a) provide background information regarding the Company; 

b) provide an update on the marketing process for the Pharmacies and the Court-
approved process pursuant to which the opportunity to acquire the Pharmacies 
was carried out during these proceedings (the “Sale Process”); 

c) summarize a transaction for Family Health Pharmacy East, located at 6720 
Hawthorne Drive, Windsor (“Pharmacy East”), and Family Health Pharmacy 
West, located at 1604 Tecumseh Road West, Windsor (“Pharmacy West”) 
pursuant to an agreement of purchase and sale (the “E/W APA”) between the 
Receiver and Sri Etikala and Jasmeet Chawla, in trust for a corporation to be 
incorporated (the “Purchasers”, being 2769630 Ontario Limited and 2769637 
Ontario Limited, as designated by Messrs. Etikala and Chawla) dated July 24, 
2020 (the “E/W Transaction”); 

d) summarize the terms of the proposed settlement with the E/W Landlord (defined 
below); 

e) summarize the opinion from Goldman Sloan Nash & Haber LLP (“GSNH”), the 
Receiver’s counsel3, regarding the security granted by the Company in favour 
of ECN Financial Inc. (“ECN”), the Company’s principal secured creditor; 

f) summarize information provided to the Receiver from Ms. Diena, a secured 
guarantor of the Company’s indebtedness to ECN, regarding her financial 
affairs; 

g) provide an update on Abira, including the reasons why the Receiver 
recommends that certain provisions of the Receivership Order be amended as 
it relates to Abira, including that the Receiver’s powers set out in paragraph 3 of 
the Receivership Order be limited to preparing and filing the tax return for the 
year ended December 31, 2019 and application for Scientific Research and 
Experimental Development (“SR&ED”) tax credits, and authorizing the Receiver 
to assign Abira into bankruptcy (the “Abira Order”); 

h) provide the Receiver’s rationale for sealing certain confidential information, 
including the purchase price associated with the E/W Transaction; 

 
3 Jennifer Stam, the Receiver’s lawyer at GSNH who has primary carriage of this mandate, recently moved to Norton 
Rose Fulbright Canada LLP and will continue to represent the Receiver.  
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i) recommend that the Court issue orders: 

i. approving the E/W Transaction; 

ii. vesting the Company’s right, title and interest in and to the Purchased 
Assets (as defined in the E/W APA) in the Purchasers, free and clear of 
all liens, charges, security interests and encumbrances, other than the 
Permitted Encumbrances; 

iii. authorizing the Receiver to execute a settlement and related documents 
with the E/W Landlord (as defined below); 

iv. authorizing and directing the Receiver to make distributions to ECN up to 
the balance owing to it, net of any reserve considered necessary by the 
Receiver to pay outstanding fees, costs and obligations related to these 
proceedings; 

v. amending the Receivership Order as it relates to Abira, as set out in the 
Abira Order; 

vi. sealing the confidential appendix to this Report on the terms set out below; 
and 

vii. approving this Report and the Receiver’s activities described herein. 

1.2 Restrictions 

1. In preparing this Report, the Receiver has relied upon unaudited financial information 
prepared by the Company’s representatives, the books and records of the Company 
and discussions with the Company’s representatives, particularly Mr. Diena, the 
President of the Company.  The Receiver 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. The Receiver expresses no opinion or other form of assurance with respect to the 
financial information presented in this Report or relied upon by the Receiver in 
preparing this Report.  Any party wishing to place reliance on the Company’s financial 
information should perform its own due diligence and any reliance placed by any party 
on the information presented herein shall not be sufficient for any purpose 
whatsoever.  The Receiver accepts no reliance to any party based on the information 
in this Report.  

2.0 Background 

1. As of the date of the Receivership Order, 2345 was indebted to ECN in the amount of 
approximately $4.1 million (the “ECN Facility”), plus interest, fees and costs which 
continue to accrue.  Each of Rando, 2275, Blacher, 2501, 2527218, Dumopharm, 
2527475 and Ms. Diena are secured guarantors of 2345’s indebtedness under the 
ECN Facility.   
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2. As at the date of the Receivership Order, the Company owned and operated the 
following pharmacies in Southwestern Ontario under the PharmaChoice banner:  

a) Pharmacy West; 

b) Pharmacy East; 

c) 785 Tecumseh Road, Unit #16, Walpole Island (“Walpole”); and 

d) 3A-1275 Walker Road, Windsor (“Novacare”). 

3. Each pharmacy operates as a separate division of Rando.   

4. As set out in Section 3 below, the Walpole and Novacare pharmacies were sold in 
April 2020. 

5. Mr. Diena is the President of Rando and every other Company subject to the 
Receivership Order.  Mr. Diena has been an undischarged bankrupt since October 18, 
2012.  Mr. Diena’s Licensed Insolvency Trustee, MSI Spergel Inc., has not taken any 
positions within these receivership proceedings.  

6. Of the remaining borrowers and guarantors under the ECN Facility, the only other 
business is carried on by Abira.  The Toronto-Dominion Bank (“TD”) and ECN are 
secured creditors of Abira.  Pursuant to a priorities agreement dated March 4, 2016 
between TD and ECN, Abira’s indebtedness to TD appears to have priority over its 
indebtedness to ECN.  Abira’s indebtedness to TD totalled approximately $980,000 
at the commencement of the receivership proceedings.   

7. Additional information about the Company is provided in KSV’s report to Court as 
proposed receiver dated December 3, 2019 (the “Pre-Filing Report”).  A copy of the 
Pre-Filing Report is provided in Appendix “B”, without appendices. 

8. The Court materials filed in these proceedings are available on the Receiver’s website 
at https://www.ksvadvisory.com/insolvency-cases/case/rando-drugs-ltd. 

3.0 Sale Process 

1. Prior to the commencement of the receivership, KSV was retained to, and had 
conducted, an extensive refinancing and sale process (“RSP”).  Several offers were 
submitted for the Pharmacies in the RSP; however, for reasons unknown to KSV at 
the time regarding, primarily, the status of the leases for Pharmacy East and 
Pharmacy West, none of the offers could be completed.  ECN determined that it was 
necessary to place the Company in receivership when it became clear that a 
transaction for the Pharmacies would not be completed outside of a court supervised 
insolvency proceeding.  The issues concerning the Pharmacy East and Pharmacy 
West leases are discussed below, including that they are the cornerstone to a 
transaction for those locations.  

2. Information regarding the RSP was provided in Section 3 of the Receiver’s Second 
Report to Court dated February 19, 2020 (“Second Report”).  A copy of the Second 
Report is provided in Appendix “C”, without appendices. 
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3. Pursuant to Orders dated February 26, 2020 (the “Sale Approval Orders”), the Court 
approved an asset purchase agreement between the Receiver and 2258156 Ontario 
Inc. (“2258”) dated December 18, 2019 (the “Original APA”), as amended on 
January 31, 2020 and March 13, 2020 (the “Amendments” and together with the 
Original APA, the “2258 APA”).  The 2258 APA contemplated a sale by the Receiver 
to 2258 of all four of the Pharmacies. The 2258 APA allocated a separate value to 
each of the Pharmacies and the Company’s “charter4”, such that 2258 was prepared 
to close on the different locations and the charter at different times.   

4. The Sale Approval Orders approved the sale of the Novacare and Walpole locations 
to 2258.  For the reasons discussed in Section 3.1 below, the transactions 
contemplated in the 2258 APA related to Pharmacy East and Pharmacy West were 
deferred pending resolution of issues with the landlords of those locations, including 
the validity of the leases for Pharmacy East and Pharmacy West.  A redacted copy of 
the 2258 APA is provided in Appendix “D”. 

5. The transactions for the Novacare and Walpole locations were completed on April 24 
and 25, 2020, respectively, for combined proceeds of approximately $1.8 million, 
including inventory.   

6. In Section 4.1 of the Second Report, the Receiver advised that the lease in respect of 
Novacare (the “Novacare Lease”) was held jointly by Dumopharm and CEDV Inc. 
(“CEDV”), a company not subject to these receivership proceedings but related to 
Mr. Diena.  Pursuant to the Sale Approval Orders, the Court approved an assignment 
of the Novacare Lease to 2258 and vested out, on closing, any interest in respect of 
CEDV from the Novacare Lease.  As part of the closings, 2258 advised the Receiver 
that it had entered into a new lease with the landlord of the Novacare location.  
Accordingly, the Novacare Lease was not assigned to 2258 and therefore the 
Receiver did not allocate any of the purchase price to it.  Attached as Appendix “E” is 
a Personal Property Security Act (“PPSA”) search against CEDV with a file currency 
date of December 15, 2019 (“CEDV Search”).  Based on the CEDV Search, the only 
party with a PPSA registration against CEDV is TD, which has been served with notice 
of this motion.   

7. Similarly, 2139152 Ontario Inc. (“2139”), another company not subject to these 
receivership proceedings but related to Mr. Diena, was a co-tenant with Rando of the 
lease in respect of Walpole.  On closing, 2258 entered into a new lease with the 
landlord of the Walpole location.  As such, no proceeds were allocated to the Walpole 
lease.  Attached as Appendix “F” is a PPSA search against 2139 with a file currency 
date of December 17, 2019 (“2139 Search”).  Based on the 2139 Search, the only 
party with a PPSA registration against 2139 is TD.   

8. On April 28, 2020, GSNH advised Jerome Stanleigh, counsel to Mr. Diena, that the 
Novacare and Walpole locations had been sold and that the interests of CEDV and 
2139 had been vested out (“April 28th Email”).  A copy of the April 28th Email is 
provided in Appendix “G”. 

 
4 As a company incorporated prior to or in 1954 that carried on the business of a pharmacy at that time, Rando falls 
within the exemption provided under Section 142(4) (the “Exemption”) of the Drug and Pharmacies Regulations Act 
(Ontario) (“Pharmacies Act”), which allows it to own and operate pharmacies without it being majority owned by 
pharmacists.  
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3.1 Pharmacy East and Pharmacy West 

1. Pharmacy East and Pharmacy West are located in medical buildings owned by certain 
of the doctors who practice in medical clinics located in the buildings.  The name of 
the landlord is Chopra, Joshi, Karnik & Lamont Medicine Professional Corporation 
(the “E/W Landlord”).    

2. The Receiver previously reported to the Court in its Second Report, on a confidential 
basis, about issues regarding the leases related to Pharmacy East and Pharmacy 
West and the Receiver’s dealings with the E/W Landlord.      

3. The key issues regarding the leases are as follows: 

a) according to the copy of the lease in the possession of the E/W Landlord, the 
Pharmacy East lease is “month-to-month” and the E/W Landlord provided a 
notice of termination to Rando effective December 31, 20195.  Mr. Diena initially 
advised KSV and ECN that the lease expires at the end of December 2024 
pursuant to a lease extension dated December 31, 2015 (the “East Lease 
Extension”), which Mr. Diena provided to KSV; and 

b) according to the copy of the lease in the possession of the E/W Landlord, the 
lease for Pharmacy West expires on December 1, 2021, whereas Mr. Diena 
provided KSV with a copy of a lease amendment (the “West Lease 
Amendment”) that has an expiry date of December 1, 2024 (the “West Expiry”). 

4. Pharmacy East and Pharmacy West were marketed for sale by KSV in the RSP based 
on the leases provided by Mr. Diena to KSV.  

5. Following the termination of the RSP, the Receiver had several discussions with the 
E/W Landlord and its counsel regarding the leases.  The Receiver reviewed the leases 
for Pharmacy East and Pharmacy West that had been provided to it by the E/W 
Landlord and compared them to the copies that had been provided by Mr. Diena.  
Mr. Diena subsequently conceded to the Receiver that he believes the East Lease 
Extension was a forgery but has suggested, without support, that he was defrauded 
(as to the term of the lease) by a third party who had assisted in the purchase of that 
location from the prior owner of Pharmacy East.   

6. With respect to the West Expiry, it appears that the page of the Pharmacy West lease 
that had the correct termination date was replaced with a page that extended the term 
to 2024.  The E/W Landlord advised that its copy of the Pharmacy West lease has a 
different “version code” in the footer of the Receiver’s copy of the West Expiry than 
the one provided to the Receiver by Mr. Diena.  Mr. Diena denies changing these 
pages.  

 
5 Mr. Diena appears to have consented to this notice by signing it as of October 22, 2019, although he did not initially 
acknowledge to KSV that he had done so. 
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7. Based on, among other things, the issues concerning the validity and termination 
dates of the leases, the Receiver concluded that it would need to negotiate a 
consensual solution with the E/W Landlord for Pharmacy West and Pharmacy East if 
it intended to sell these pharmacies to 2258.  Accordingly, with the consent of 2258 
and ECN, the Receiver approached the E/W Landlord with an offer to lease the 
premises.  The discussions with the E/W Landlord were protracted; however, the E/W 
Landlord ultimately advised the Receiver that it was not interested in the Receiver’s 
offer, it preferred its own tenant for the two pharmacies and that it expected the 
Receiver to vacate Pharmacy East by June 30, 2020.   

8. On March 24, 2020, counsel to the E/W Landlord purported to serve the Receiver with 
a Notice of Application returnable in the Windsor Court, to among other things, obtain 
declarations that the versions of the Pharmacy West and Pharmacy East leases 
provided by Mr. Diena to the Receiver were invalid (the “Application”).  Subsequently, 
counsel to the E/W Landlord provided copies of affidavits sworn by representatives of 
the E/W Landlord in support of the Application.  Attached as Appendix “H” is a copy 
of the Application.   

9. The Receiver disputed the E/W Landlord’s choice of venue and asserted the 
Application violated the stay in the receivership proceedings. The Application is still 
pending in Windsor, although the Receiver and E/W Landlord have resolved the 
issues in the Application and it will not proceed. 

10. The evidence in the Application addresses the validity of the leases for Pharmacy 
East and Pharmacy West.  The Receiver believes that the evidence in the Application 
(which primarily deals with the conduct of Mr. Diena as it relates to the Pharmacy East 
and Pharmacy West leases) is well supported and cannot be credibly refuted by the 
Receiver.  

11. The inability to negotiate new leases for Pharmacy East and Pharmacy West limited 
the Receiver’s options to sell Pharmacy East and Pharmacy West to 2258 and 
resulted in a material reduction in their selling prices.  The proposed purchase prices 
in the 2258 APA assumed that the leases were valid, in good standing and could be 
extended for several more years. 

12. As 2258 would not consider a transaction for the Pharmacy East and Pharmacy West 
businesses without lease extensions, the Receiver approached the Purchasers to 
determine if a transaction could be negotiated.  The Receiver also considered selling 
the inventory and goodwill associated with these pharmacies (prescription lists, 
fixtures and furniture) in the event a deal could not be reached.   

13. On July 24, 2020, the Receiver executed the E/W APA with the Purchasers, which is 
subject to Court approval.    
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4.0 The E/W Transaction6 

1. The key terms of the E/W APA include: 

a) Purchasers: 2769630 Ontario Limited and 2769637 Ontario Limited, as 
designated by Sri Etikala and Jasmeet Chawla.  

b) Purchase price: The purchase price and the allocation of the purchase price 
among the two pharmacies is included in Confidential Appendix “1”. 

c) Deposit:  The Purchasers will pay 15% of the Purchase Price (the “Deposit”) 
upon the execution of the E/W APA, to be held by the Receiver in trust until 
Closing.  Upon closing, the Deposit will be credited toward the Purchase Price.  
The Deposit was provided to the Receiver on July 30, 2020. 

d) Assets to be purchased: All of the Company’s right, title and interest in and to 
substantially all of the business, assets and contracts of Pharmacy East and 
Pharmacy West, excluding accounts receivable, cash and cash equivalents, 
intercompany receivables, deposits, HST receivables, tax refunds, claims, 
insurance or insurance claims, and any contracts not specifically included in the 
Contracts.  

e) Inventory: Inventory shall be calculated based on an inventory count one 
business day before the Closing Date.  If the value of the Inventory deviates 
from the book values of the Inventory as of December 31, 2019 by more than 
5%, the Purchase Price is to be adjusted on a dollar for dollar basis, either 
upwards or downwards, for that portion of the variance in excess of 5%.  This 
adjustment provision excludes any inventory that is ordered prior to Closing but 
arrives after Closing as the Purchasers are to reimburse the Receiver on a 
dollar-for-dollar basis for such Inventory. 

f) Assumed obligations: All obligations and liabilities of the Company under the 
Contracts and in respect of the Transferred Employees. Within at least two 
Business Days prior to the scheduled date for the hearing of this motion, the 
Purchasers are to provide to the Receiver a list of employees in respect of whom 
they will make offers of employment. The employees who accept the 
Purchasers’ employment offers shall be referred to as the Transferred 
Employees. 

g) “As is, where is”: The agreement is consistent with standard insolvency 
transactions, i.e. to be completed on an “as is, where is” basis with minimal 
representations, warranties and conditions. 

 
6 Defined terms in this section of the Report have the meanings provided to them in the APA. 
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h) Conditions in favour of the Purchasers:  The following are the material 
conditions in favour of the Purchasers: 

i. New lease agreements – on or before July 31, 2020,7 the Purchasers will 
have obtained new leases with the E/W Landlord.  The Purchasers’ 
lawyers have confirmed this condition had been satisfied; 

ii. Ontario College of Pharmacists (“OCP”) – on or prior to the Time of 
Closing, the Purchasers will have obtained a new certificate of 
accreditation by the OCP;  

iii. Ontario Drug Benefit Plan (“ODB”) – on or prior to the Time of Closing, the 
Purchasers will have obtained new billing privileges for the two locations 
under the ODB with the Ministry of Health (Ontario) and all third-party 
payors of the two locations; and 

iv. Approval and Vesting Order – the obligations of the Receiver and the 
Purchasers to complete the E/W Transaction are subject to an order of 
the Court on or before August 7, 2020 approving the E/W APA and the 
E/W Transaction.  This date was subsequently amended to September 3, 
2020.  

2. A redacted version of the E/W APA is provided in Appendix “I”.  An unredacted version 
is provided in Confidential Appendix “1”.  The reasons for including certain information 
in the confidential appendix are provided in Section 4.3 below.   

4.1 Recommendation 

1. The Receiver recommends that this Court approve the E/W Transaction for the 
following reasons: 

a) as detailed in the Pre-filing Report, the RSP carried out by KSV in advance of 
these proceedings canvassed a large number of parties over a significant period 
of time.  The process identified several strong offers; however, those offers 
assumed the leases for Pharmacy East and Pharmacy West were in good 
standing and that a purchaser would be able to enter into lease extensions for 
several more years.  The saleability and value of these pharmacies are directly 
tied to their leases;  

b) upon its appointment, the Receiver engaged with the E/W Landlord and 2258, 
which submitted the best offer in the RSP.  Despite significant efforts by the 
Receiver and 2258 to reach an agreement with the E/W Landlord, the E/W 
Landlord would not consent to lease extensions, nor to 2258 as its tenant.  
Therefore, the transaction contemplated by the 2258 APA could not be 
completed; 

 
7 Extended from the original deadline of July 30, 2020 which was reflected in the E/W APA. 

89



ksv advisory inc. Page 10 

c) the costs to litigate the status of the Pharmacy East and Pharmacy West leases 
with the E/W Landlord would be significant and, based on the diligence 
performed by the Receiver and the Receiver’s review of the evidence in the 
Application, the Receiver is of the view that the E/W Landlord’s allegations are 
credible and likely to succeed; 

d) the value of the E/W Transaction is significantly lower than the offer submitted 
by 2258 as the E/W Landlord is in a position to determine the tenant for 
Pharmacy East and Pharmacy West.  Accordingly, the E/W Transaction is the 
only acceptable option available in the circumstances; 

e) ECN, the Company’s largest secured creditor, supports the E/W Transaction, 
notwithstanding that it will incur a shortfall on its advances to the Company; 

f) the E/W Transaction is expected to preserve employment for a substantial 
number of the Company’s employees on terms similar to those currently in 
place; and 

g) absent a transaction with the Purchasers, the Receiver would have been 
required to liquidate the inventory and fixed assets in Pharmacy East and 
Pharmacy West.  The realizable value of the purchased assets in such a 
scenario is likely to have been less than the E/W Transaction. 

4.2 E/W Landlord Settlement 

1. As a result of the E/W Transaction, there is no need for the Application to proceed.   

2. As such, the Receiver and the E/W Landlord have agreed to the terms of a settlement 
and mutual release, effective upon completion of the E/W Transaction.  Attached as 
Appendix “J” is a copy of the proposed minutes of settlement with the E/W Landlord 
(the “Minutes of Settlement”).  The settlement contemplates, among other things, that: 

a) the Receiver will provide vacant possession of Pharmacy East and Pharmacy 
West and surrender the leases effective as of the closing date of the E/W 
Transaction; 

b) The E/W Landlord shall have the Application dismissed without costs; 

c) The Receiver will seek approval of the E/W Settlement from this Court (and shall 
not seek any costs against the E/W Landlord); and 

d) the parties will enter into a surrender of lease and mutual release. 

3. Execution of the settlement and the mutual release is a condition of the E/W 
Transaction for the E/W Landlord.  Accordingly, the Receiver recommends that the 
Court authorize the Receiver to enter into the Minutes of Settlement substantially in 
the form attached to this Report. 
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4.3 Sealing 

1. The Receiver recommends that the unredacted version of the E/W APA be filed with 
the Court on a confidential basis and remain sealed pending further order of the Court.  
The redactions to the E/W APA are restricted to the purchase price as well as personal 
and private employee information.  

5.0 Distributions 

1. ECN is the Company’s principal secured creditor.  As at December 4, 2019, ECN was 
owed approximately $4.1 million by the Company, plus accrued interest, enforcement 
costs and disbursements, which continue to accrue.  Since the date of the 
Receivership Order, the Receiver has also borrowed $150,000 from ECN pursuant to 
a Receiver’s Certificate. 

2. GSNH has provided opinions on ECN’s security over the Company and Ms. Diena.  
Subject to standard qualifications and assumptions contained therein, GSNH is of the 
opinion that ECN’s security constitutes a valid and enforceable charge against the 
Company’s and Ms. Diena’s Property.  A copy of the security opinions will be made 
available to the Court should it wish to review them.  

5.1 Proposed Distribution 

1. The Receiver recommends that the Court issue an order authorizing and directing the 
Receiver to make distributions to ECN up to the amount of the Company’s 
indebtedness owing to it.  A statement of receipts and disbursements from 
December 4, 2019 to August 11, 2020 (“Rando R&D”) is provided in Appendix “K”.  
The Rando R&D reflects that there is approximately $1.4 million in the Receiver’s 
account, before accrued costs. 

2. Other than the Receiver's Charge, and the $150,000 amount referenced above that 
was funded by ECN under a Receiver’s Certificate, the Receiver is not aware of any 
claim against the Property that ranks or may rank in priority to ECN over the proceeds 
from the sale of the Company’s pharmacies.  Additionally: 

 all PPSA registrants will be provided notice of this motion; 

 CEDV’s and 2139’s counsel will be provided notice of this motion – as noted 
above, they have previously been advised that their interests were vested out; 
and 

 based on the timing of registration alone, there are no creditors with registrations 
against the Company (other than TD in respect of Abira) that rank, or appear to 
rank, in priority to ECN.  None of the distributions in these proceedings relate to 
Abira’s business or assets. 
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6.0 Grace Diena 

1. Ms. Diena is a secured guarantor of 2345’s indebtedness under the ECN Facility. 

2. Pursuant to an Order dated February 26, 2020, the Receivership Order was expanded 
to include Ms. Diena for the purposes of, among other things: 

 seeking a stay of proceedings applying against her; 

 preventing her from disposing, selling or encumbering any of her assets;  

 allowing the Receiver to investigate her financial situation, including the assets 
that she owns or owned, directly or indirectly; and 

 authorizing the Receiver to register the Receivership Order on title to any real 
property that she owns.  

3. By letter dated February 27, 2020, KSV advised Ms. Diena of its appointment as 
Receiver and requested that she provide the disclosures referenced in the expanded 
Receivership Order. 

4. Both Mr. Diena and Mr. Stanleigh, who advised that he also represents Ms. Diena, 
provided the Receiver with information about Ms. Diena’s assets and liabilities, 
including bank statements, credit card statements and tax returns.  They also provided 
information on the Grace Family Trust (the “Trust”), including its Trust Indenture 
Agreement.  According to Mr. Stanleigh, Ms. Diena is the sole Trustee of the Trust 
and all of Ms. Diena’s assets were transferred to the Trust in 2013.  According to 
Mr. Stanleigh, Ms. Diena has virtually no personal assets. 

5. In a letter dated March 23, 2020, Mr. Stanleigh advised that the Trust has “no minute 
book, share registry, and no resolutions”.  Mr. Stanleigh’s letter also includes an email 
from Marciano Beckenstein LLP, also counsel to the Dienas, indicating that “if no 
activity in the trust for the entire year…then cra (administratively) does not require tax 
return or financial statements to be filed by the trust for that year”.   

6. Mr. Stanleigh listed several companies which he claims are owned by the Trust, 
including Rando.  Mr. Stanleigh has not provided sufficient evidence to confirm the 
ownership of Rando by the Trust and the Receiver believes the preponderance of the 
evidence reflects that Rando is owned by 2345, a receivership entity.  This is not the 
subject of this Report. The Receiver expects to address this issue at a later motion in 
these proceedings.   

7. Pursuant to a letter dated April 21, 2020, Mr. Stanleigh advised that certain companies 
owned by the Trust are inactive, including Dedicated National Pharmacy Inc. (“DNPI”), 
Premium Canadian Pharmacy, CEDV, 2139152 and three recently incorporated 
numbered companies.  Copies of Mr. Stanleigh’s letters dated March 23, 2020 and 
April 21, 2020 are provided in Appendix “L”, without appendices.   

8. The Receiver continues to review the information provided by Mr. Stanleigh, Mr. Diena 
and Ms. Diena, including the assets allegedly owned by the Trust.  There are 
numerous inconsistencies.  At this time, the Receiver has continued to reserve its 
rights with respect to further steps in respect of the receivership of Ms. Diena.  
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7.0 Rando Charter 

1. Once the E/W Transaction is closed, the most significant remaining asset of the 
Company will be the Rando “Charter”.   

2. As referenced in Section 3 of this Report, Rando falls within the exemption provided 
under Section 142(4) of the Pharmacies Act (the “Exemption”), which allows it to own 
and operate pharmacies without it being majority owned by pharmacists.  DNPI is also 
subject to the Exemption.   

3. Companies with Exemptions are often referred to as having a “Charter” or being a 
“Charter Company”.  There is no formal “charter” document.  Rather, the person who 
owns the shares of a Company that has an Exemption owns the charter. 

4. At the request of Mr. Diena, KSV marketed the DNPI charter as part of the RSP.  
Several offers were made for the DNPI charter.  Mr. Diena did not pursue those offers.  
At the direction of Mr. Diena, the opportunity to acquire the Rando charter was not 
included in the RSP.  

5. Subsequent to the commencement of the receivership proceedings, 2258 advised the 
Receiver that it was interested in acquiring Rando’s charter.  Accordingly, Section 3 
of the 2258 APA provides for a binding offer by 2258 to acquire the Rando Exemption 
to be implemented through a proposal or other form of restructuring so that the shares 
could be transferred free and clear of liabilities.  The Receiver is currently holding a 
deposit from 2258 in respect of the Rando Exemption pursuant to the terms of the 
2258 APA. 

6. Negotiations with 2258 on the terms of a proposal sponsorship agreement were 
significantly advanced, but on the eve of signing, 2258 indicated it was not prepared 
to move forward.  The Receiver has taken the view the deposit from 2258 has been 
forfeited.  This matter may be the subject of a further motion. 

7. The Receiver continues to engage in discussions with interested parties to monetize 
Rando’s charter. As set out above, the Receiver also continues to look into the 
ownership of DNPI.  In the event that it is determined the DNPI shares are rightfully 
owned by the Company or Ms. Diena, the Receiver will also look to monetize those 
shares. 

8.0 Abira 

1. Abira operated a physiotherapy clinic from leased premises located at 4256 Bathurst 
Street, Suite 200, Toronto.  The premises were also Rando’s head office.  The 
Receiver understands that the tenant is another company owned, directly or indirectly, 
by Mr. Diena.  

2. Abira’s principal source of revenue is funding under an agreement (the “MOH 
Agreement”) with the Minister of Health and Long-term Care (“MOH”).  Monthly 
payments pursuant to the MOH Agreement are approximately $12,000.   
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3. During the receivership proceedings, Abira’s business generated monthly losses of 
approximately $9,000, before professional costs.  In January, 2020, Mr. Diena 
provided funding of $26,000 to the Receiver on an unsecured basis so that the 
business could continue to operate during the receivership period. 

4. The Abira business was suspended in mid-March, 2020 following guidance from the 
Ontario Physiotherapy Association related to Covid-19.  Due to the losses generated 
by Abira, its lack of funding, and safety concerns related to the treatment of patients, 
the clinic has not reopened nor has rent been paid since that time. 

5. The Receiver has engaged extensively with TD and Mr. Diena regarding Abira’s 
business during these proceedings. 

6. Pursuant to letters dated June 24 and 26, 2020 to TD and to the Receiver, 
Mr. Stanleigh suggested that, among other things, there is significant value to Abira, 
including claims for SR&ED tax credits.  Mr. Stanleigh also requested that Mr. Diena 
be authorized to sign a two-year renewal of the MOH Agreement on behalf of Abira 
as the MOH Agreement expired on March 31, 2020.  Copies of Mr. Stanleigh’s letters 
are provided in Appendix “M”.   

7. The Receiver responded to Mr. Stanleigh pursuant to a letter dated June 30, 2020, a 
copy of which is provided in Appendix “N”.  The Receiver corrected inaccuracies in 
Mr. Stanleigh’s letters, authorized Mr. Diena to sign the MOH Agreement and advised, 
among other things, that it would not consent to a resumption of Abira’s operations 
unless the Receiver is prefunded for operating costs.  On June 30, 2020, Mr. Diena 
signed the MOH Agreement but has not provided the funding required by the Receiver 
to restart Abira’s operations.  Accordingly, Abira is not presently operating.   

8. A statement of receipts and disbursements related to Abira to August 11, 2020 (“Abira 
R&D”) is provided in Appendix “O”.  As reflected in the Abira R&D, the Receiver held 
$60,000 in its account8.  Of the total balance in the account, $49,000 reflects a 
payment received from the MOH on August 7, 2020.  The Receiver understands that 
this payment was released pursuant to the MOH Agreement in respect of patient 
discharges recorded after the clinic was closed.   

9. The Receiver has consulted with TD regarding the use of a portion of the funds on 
hand to file Abira’s tax return for the year ended December 31, 2019 and to apply for 
a SR&ED refund.  TD has consented for the Receiver to do so.  TD has also requested 
that the Receiver seek Court approval to assign Abira into bankruptcy in due course.   

10. It is the Receiver’s view that the realizable value of Abira’s business is presently 
nominal, other than, perhaps, the SR&ED refund.  Absent funding from Mr. Diena, no 
funds are available to resume operations or to market it for sale.  Mr. Diena has 
advised the Receiver that he may be able to return Abira to profitability if the 
receivership is terminated.  The Receiver suggested that Mr. Diena and TD discuss 
whether there is an interest in continuing Abira and the terms to do so.   

 
8 An invoice by the Receiver for $12,000 was rendered and paid subsequent to the date of the Abira R&D. 
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8.1 Recommendation 

1. The Receiver recommends that: 

a) the scope of its powers set out in paragraph 3 of the Receivership Order be 
limited to the preparation and filing of the tax return for the year ended 
December 31, 2019 and application for the SR&ED tax credits; and  

b) the Receiver be authorized and empowered but not obligated to file an 
assignment in bankruptcy on behalf of Abira. 

9.0 Receiver’s Activities 

1. In addition to the activities summarized in this Report, the Receiver’s activities since 
commencement of these proceedings have included:  

 Attending at each of the Pharmacies periodically and advising the pharmacists 
of the Receiver’s appointment; 

 Meeting and/or corresponding regularly with Mr. Diena regarding the operations 
of the Pharmacies; 

 Corresponding regularly with the pharmacists regarding the operation of the 
Pharmacies; 

 Dealing with the Company’s vendors and arranging terms to, among other 
things, purchase inventory for the Company’s pharmacies; 

 Assisting the Company to prepare a response to an examination conducted by 
the OCP; 

 Reviewing daily transaction reports provided by the Pharmacies; 

 Reviewing pharmacist scheduling at the Pharmacies; 

 Dealing with the bi-weekly payroll and contractor payments related to the 
Pharmacies; 

 Corresponding with the Company’s insurance agent to arrange coverage during 
these proceedings; 

 Providing rolling weekly financial and reporting to ECN thereon; 

 Corresponding with Canada Revenue Agency regarding the Company’s payroll 
and sales tax accounts; 

 Arranging for the Company’s obsolete computers to be replaced at each of the 
Pharmacies; 

 Assisting the Pharmacies to prepare job postings and dealing with new hires; 
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 Responding to a claim from Almas Mahmood, a former purchaser of the 
Pharmacies, for the return of a deposit; 

 Assisting the Pharmacies to purchase personal protective equipment and 
modify their premises in the context of the Covid-19 pandemic; 

 Reviewing information related to an agreement to lease entered into by Rando 
(“Second East Location”) prior to commencement of these proceedings; 

 Dealing with the landlord’s counsel of the Second East Location and arranging 
terms for month-to-month occupancy of that location; 

 Reviewing Rando’s historical financial statements and its fiscal 2018 tax return; 

 Preparing and filing Rando’s fiscal 2019 tax return; 

 Attending at Abira’s premises; 

 Reviewing historical financial information related to Abira; 

 Meeting with Mr. Diena to discuss recent changes to Abira’s business and the 
loss of certain contracts; 

 Dealing with TD concerning the Abira business and receivership; 

 Corresponding with the Ministry of Health (Ontario) regarding Abira’s account 
and monthly payments subject to a garnishment order by a judgment creditor; 

 Arranging for a judgement creditor of Abira to pay to the Receiver certain 
amounts the judgement creditor received following the date of the Receivership 
Order as such payments were subject to the stay of proceedings; 

 Providing updates to ECN on, among other things, the status of these 
proceedings; 

 Preparing the Receiver’s First Report to Court dated January 16, 2020;  

 Preparing the Receiver’s Confidential Update dated January 30, 2020;  

 Preparing the Second Report; and 

 Preparing this Report. 
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10.0 Conclusion and Recommendation 

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

*     *     * 
All of which is respectfully submitted, 

 
KSV KOFMAN INC., 
SOLELY IN ITS CAPACITY AS RECEIVER OF 
THE ASSETS, UNDERTAKINGS AND PROPERTIES OF 
RANDO DRUGS LTD. AND RELATED COMPANIES 
AND NOT IN ITS PERSONAL OR IN ANY OTHER CAPACITY 
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