
Second Report of
KSV Kofman Inc.
as Receiver and Manager of
Certain Property of
Scollard Development Corporation

April 21, 2017



ksv advisory inc. Page i of i

Contents Page

1.0 Introduction .............................................................................................................. 1

1.1 Restrictions..................................................................................................... 2

2.0 Background.............................................................................................................. 2

3.0 Receiver’s Borrowings ............................................................................................. 3

3.1 Conclusions and Recommendations .............................................................. 5

4.0 Professional fees ..................................................................................................... 5

Appendices

Appendix Tab

Commitment Letters .......................................................................................................... A



ksv advisory inc. Page 1

1.0 Introduction

1. Pursuant to an order made on February 2, 2017 (the “Initial Receivership Order”),
KSV Kofman Inc. (“KSV”) was appointed receiver and manager of the real property
registered on title as being owned by Scollard Development Corporation (“Scollard”),
and of all of the assets, undertaking and property of Scollard acquired for or used in
relation to Scollard’s real property.

2. On April 18, 2017, Grant Thornton Limited ("GTL"), in its capacity as trustee (the
“Trustee”) under Section 37 of the Mortgage Brokerages, Lenders and Administrators
Act, 2006, S.O. 2006, c. 29, as amended, filed a motion to, inter alia:

a) place in receivership the real property registered on title as being owned by
Memory Care Investments (Kitchener) Ltd. (“MC Kitchener”), Memory Care
Investments (Oakville) Ltd. (“MC Oakville”), 1703858 Ontario Inc. (“MC
Burlington” and together with MC Kitchener and MC Oakville, the “Memory Care
Companies”), Legacy Lane Investments Ltd. (“Legacy Lane”), Textbook (525
Princess Street) Inc. (“525 Princess”) and Textbook (555 Princess Street) Inc.
(“555 Princess”) (collectively, the “Additional Debtors”), and all of the assets,
undertakings and property of the Additional Debtors acquired for or used in
relation to the Additional Debtors' real property;

b) appoint KSV as the receiver and manager of such property; and

c) amend and restate the Initial Receivership Order to, inter alia, include the
Additional Debtors.1

1 The Initial Receivership Order as amended and restated being the “Receivership Order”.
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3. KSV has consented to act as receiver and manager in respect of the Additional
Debtors.

4. The purposes of this report (“Report”) are to:

a) discuss the following loan facilities to be provided by MarshallZehr Group Inc.
(the “Lender”):

I. up to $1,475,000 to refinance the existing first mortgage of MC
Kitchener and to fund the proposed MC Kitchener receivership
proceedings;

II. up to $1,775,000 to refinance the existing first mortgage of MC
Burlington and to fund the proposed MC Burlington receivership
proceedings; and

III. up to $1,662,000 to refinance the existing first mortgage of MC Oakville
and to fund the proposed MC Oakville receivership proceedings
(collectively, the “Loans”).

b) discuss the intended allocation of professional fees in the proposed
proceedings.

1.1 Restrictions

1. In preparing this Report, KSV has relied upon unaudited financial information of the
Additional Debtors and discussions with the Trustee and its legal counsel. KSV has
not performed an audit or other verification of such information. The financial
information discussed herein is preliminary and remains subject to further review.
KSV expresses no opinion or other form of assurance with respect to the financial
information presented in this Report.

2.0 Background

1. Pursuant to an order of the Ontario Superior Court of Justice (“Court”) dated
October 27, 2016, GTL was appointed Trustee of eleven related entities2 (collectively,
the “Trustee Corporations”).

2 Textbook Student Suites (525 Princess Street) Trustee Corporation (“525 Princess Trustee”), Textbook Student Suites (555 Princess
Street) Trustee Corporation (“555 Princess Trustee”), Textbook Student Suites (Ross Park) Trustee Corporation, 2223947 Ontario
Limited (“2223947”), MC Trustee (Kitchener) Ltd. (“MC Kitchener Trustee”), Scollard Trustee Corporation, Textbook Student Suites
(774 Bronson Avenue) Trustee Corporation, 7743718 Canada Inc., Keele Medical Trustee Corporation, Textbook Student Suites (445
Princess Street) Trustee Corporation and Hazelton 4070 Dixie Road Trustee Corporation
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2. The Trustee Corporations advanced monies raised from investors through syndicated
mortgage investments on a secured basis to sixteen entities, including the Additional
Debtors. A summary of the amounts advanced by the Trustee Corporations to the
Additional Debtors is provided below.

Trustee Corporation Additional Debtor Amount Advanced
MC Kitchener Trustee MC Kitchener $ 10,600,000
2223947 MC Burlington 8,262,600
2223947 MC Oakville 9,000,000
525 Princess Trustee 525 Princess 6,400,000
555 Princess Trustee 555 Princess 8,000,000
2223947 Legacy Lane 3,500,000

$ 45,762,600

3. Further background information regarding the monies raised by the Trustee
Corporation and the events leading to the appointment of the Trustee is provided in
the Sixth Report of the Trustee dated April 18, 2017.

4. Each of MC Kitchener, MC Burlington and MC Oakville is also indebted to 2174217
Ontario Inc. (“217”) in the amount of approximately $1,054,000, $1,320,770 and
$1,320,770, respectively.3 KSV understands that each of the 217 mortgages ranks in
priority to the mortgages made by the relevant Trustee Corporations. KSV further
understands that 217 has issued notices of sale in respect of each of its mortgages
to the Memory Care Companies.

5. There are no mortgages ranking in priority to the relevant Trustee Corporations in
respect of 525 Princess, 555 Princess and Legacy Lane. The costs of the
proceedings in respect of those entities will be funded from the proceeds generated
from their realization process, or alternatively, pursuant to funding arrangements for
which KSV would seek prior Court approval.

6. KSV’s legal counsel, Bennett Jones LLP (“Bennett Jones”), is presently reviewing the
security granted by each of MC Kitchener, MC Burlington and MC Oakville to 217.
KSV intends to file a supplemental report to discuss the security opinions in advance
of the return of this motion.

3.0 Receiver’s Borrowings4

1. KSV executed commitment letters with the Lender for each of the Loans on April 20,
2017 (“Commitment Letters”). The Commitment Letters are subject to Court approval.
Copies of the Commitment Letters are provided in Appendix “A”.

3 Interest and costs continue to accrue.

4 Terms not defined in this section have the meaning provided to them in the proposed Receivership Order.
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2. The Loans are to be used to repay the 217 mortgages forthwith following the making
of the Receivership Order and to fund the costs of these proceedings, including
professional costs. The proceeds from each Loan will only be used by the Receiver
in respect of the relevant Memory Care Company's development; they are not cross-
collateralized.

3. The Trustee has advised KSV that it approached four parties, including 217, to
determine if they had an interest in financing the receivership proceedings of Memory
Care Companies. The Lender advised that it is prepared to do so, while the others
are not.

4. A summary of the intended uses of the Loan proceeds is provided in the table below.

(unaudited; $C) MC Kitchener MC Burlington MC Oakville
Loan proceeds 1,475,000 1,775,000 1,662,000
Repayment of 217 mortgages (1,054,000) (1,320,770) (1,320,770)
Interest reserve5 (140,200) (168,700) (157,900)
Lender fee (29,500) (35,500) (33,300)
Funding available for receivership
proceedings 251,300 250,030 150,030

5. A summary of the Loans is as follows:

a) Term: the earliest of: (i) demand; and (ii) one year from the date of the initial
advance, which may be extended for an additional year upon at least 30 days
prior written notice by the Receiver to the Lender;

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

c) Interest rate: 9.5% per annum, compounded monthly. Interest is payable
monthly from the interest reserve, at the Lender’s discretion;

d) Draws and Security: funds are to be advanced by way of Receiver’s Certificates.
Each of the Loans is to be secured by way of specific charge on the assets of
the applicable Memory Care Company, which charge shall only be subordinate
to the Receiver’s Charge and the charges set out in sections 14.06 (7), 81.4(4)
and 81.6 (2) of the Bankruptcy and Insolvency Act; and

e) Material Conditions: KSV understands that all conditions (other than Court
approval) outlined in the Commitment Letters have been satisfied or waived.

5 At the time of the initial advance, the Lender may at its sole direction, deduct the interest reserve amounts for each
Loan.
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3.1 Conclusions and Recommendations

1. KSV considered the following factors regarding the terms of the Loans:

a) they will provide the Receiver with liquidity to repay in full the 217 mortgages,
which is necessary due to the power of sale proceedings which 217
commenced, as well as liquidity to fund the proceedings in respect of the
Memory Care Companies;

b) the Trustee approached three other parties for financing, none of which is
interested in making the Loans; and

c) the terms of the Loans are consistent with other recent real estate restructuring
proceedings in which KSV is involved, including Scollard and the Urbancorp
Group. KSV is the Monitor of a large number of Urbancorp entities in its
proceedings under the Companies’ Creditors Arrangement Act. Based on
KSV’s recent experience, including its real estate experience, the effective
annualized interest rate of the Loans (estimated to be 11.5%6) is consistent with
market for a loan of this nature.

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

4.0 Professional fees

1. The Receiver and its legal counsel intend to set up billing codes for each of the
Additional Debtors (in addition to Scollard) and to allocate their time on an entity by
entity basis to the extent practicable. Activities that relate to all of the Additional
Debtors will be divided evenly among the Additional Debtors, unless inappropriate to
do so.

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
IN ITS CAPACITY AS RECEIVER AND MANAGER OF
CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT CORPORATION
AND NOT IN ITS PERSONAL CAPACITY

6 Includes the Lender’s fees.
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