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COURT FILE NO: CV-17-11689-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

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

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

PRINCESS STREET) INC.

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

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

FIFTH REPORT OF
KSV KOFMAN INC.

AS RECEIVER AND MANAGER

JUNE 26, 2017

1.0 Introduction

1. This report (“Report”) is filed by KSV Kofman Inc. (“KSV”) as receiver and manager
of the real property registered on title as being owned by Scollard Development
Corporation (“Scollard”), Memory Care Investments (Kitchener) Ltd. (“Kitchener”),
Memory Care Investments (Oakville) Ltd. (“Oakville”), 1703858 Ontario Inc.
(“Burlington”), Legacy Lane Investments Ltd. (“Legacy Lane”), Textbook (555
Princess Street) Inc. (“555 Princess”) and Textbook (525 Princess Street) Inc. (“525
Princess”) (collectively the "Companies", and each a “Company”), and of all of their
assets, undertakings and properties acquired for or used in relation to their real
property.

2. Pursuant to an order of the Ontario Superior Court of Justice (“Court”) dated
October 27, 2016, Grant Thornton Ltd. was appointed Trustee (“Trustee”) of eleven
entities1 (collectively, the “Trustee Corporations”) which raised monies from investors
(the “Investors”) through syndicated mortgage investments. The Trustee
Corporations then advanced these monies on a secured basis pursuant to loan
agreements between the Trustee Corporation and the Companies and four other
related entities.

1 Textbook Student Suites (525 Princess Street) Trustee Corporation, Textbook Student Suites (555 Princess Street) Trustee
Corporation, Textbook Student Suites (Ross Park) Trustee Corporation, 2223947 Ontario Limited, MC Trustee (Kitchener) Ltd.,
Scollard Trustee Corporation, Textbook Student Suites (774 Bronson Avenue) Trustee Corporation, 7743718 Canada Inc., Keele
Medical Trustee Corporation, Textbook Student Suites (445 Princess Street) Trustee Corporation and Hazelton 4070 Dixie Road
Trustee Corporation
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3. On January 21, 2017, the Trustee brought a motion for an order (“Receivership
Order”) appointing KSV as receiver and manager (“Receiver”) of certain property
owned by Scollard. On February 2, 2017, the Court made the Receivership Order.

4. Pursuant to an order made on April 13, 2017, the Court approved a process to solicit
offers for the development and/or sale of certain property owned by Scollard.

5. On April 18, 2017, the Trustee brought a motion, inter alia, seeking an order amending
and restating the Receivership Order to include the real property registered on title as
being owned by Kitchener, Oakville, Burlington, Legacy Lane, 555 Princess and 525
Princess (the “Real Property”), as well as all of the assets, undertakings and
properties of these entities acquired for or used in relation to the Real Property
(together with the Real Property, the “Properties”) (the “Amended and Restated
Receivership Order”).

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

7. The principal purpose of these proceedings is to, inter alia, complete transactions that
maximize value for the benefit of the Companies' creditors.

1.1 Purposes of this Report

1. The purposes of this Report are to:

a) provide background information about the Companies;

b) summarize the recommended marketing process to solicit offers for the
development and/or sale of the Properties (the “Strategic Process”);

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

i. up to $300,000 to fund the Legacy Lane receivership proceedings;

ii. up to $400,000 to fund the 525 Princess receivership proceedings; and

iii. up to $400,000 to fund the 555 Princess receivership proceedings
(collectively, the “Loans”);

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

 approving the Strategic Process;

 approving the Loans; and

 sealing the confidential appendix until further order of this Court.
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1.2 Restrictions

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

2.0 Background

1. The Companies are developers of student residences, accommodations for people
suffering from various forms of cognitive impairment and low-rise condominiums. All
but one of the Companies’ projects are in pre-construction 2 (collectively the
“Projects”).

2. The secured amounts borrowed by the Companies total approximately $66.3 million3,
being approximately $59.3 million in secured debt owing to the Trustee Corporations
(being monies raised by the Trustee Corporations from Investors) and $7.0 million
owing to other lenders (the “Other Lenders”). The Receiver understands that all of
the obligations owing to Other Lenders rank in priority to the Trustee Corporations.

3. The funds advanced from the Trustee Corporations to the Companies were intended
to be used to purchase real property and to pay soft costs associated with the
development of the Projects.

2.1 Properties

1. The table below provides a summary of the Properties.

Company Municipal Address
Purchase
Price ($) Intended Use

Legacy Lane 16 Legacy Lane, Huntsville 650,000 Townhomes

Burlington 2168 and 2174 Ghent Avenue,

Burlington

2,500,000 Alzheimer Facility

Kitchener 169 Borden Avenue, Kitchener 3,950,000 Alzheimer Facility

Oakville 103 and 109 Garden Drive, Oakville 1,945,000 Alzheimer Facility

555 Princess Street 555 Princess Street, Kingston 2,000,000 Student Housing

525 Princess Street 525, 527, and 531 Princess Street and

349 and 351 Alfred Street, Kingston

2,400,000 Student Housing

2 Footings and foundations have been laid down at the Project owned by Burlington.

3 Represents the principal amounts owed, excluding interest and fees.
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2.2 Investors Committee and Representative Counsel

1. The Investors have formed a committee to represent their interests in these
proceedings (the “Investor Committee”). Each member of the Investor Committee
represents a different Project.

2. On January 24, 2017, the Court made an order appointing Chaitons LLP as
representative counsel to the Investors (“Representative Counsel”).

3.0 Strategic Process

3.1 Realtor Proposals

1. The Receiver solicited proposals from seven realtors to act as listing agent for one or
more of the Properties, including national and regional realtors. The Receiver
requested that each realtor provide, among other information, background information
regarding its firm’s experience with real estate similar to the Properties, a marketing
plan which considered both development opportunities and an outright sale of the
Properties, an estimate of value of the Property under sale and development
scenarios and the realtor’s proposed commission structure. A copy of the request for
proposal sent to the realtors is attached as Appendix “A”.

2. Each realtor was provided access to an electronic data room after it executed a
confidentiality agreement.

3. The deadline for proposals was May 23, 2017. Five of seven realtors submitted
proposals.

4. The Receiver prepared a summary of the proposals (the “Realtor Summary”) and
provided it to the Trustee, Representative Counsel and to the Investor Committee
representatives. The Receiver is proposing to seal the value ranges in the Realtor
Summary. Accordingly, a redacted Realtor Summary is provided in Appendix “B”. An
unredacted Realtor Summary is attached as Confidential Appendix “1”.

3.2 Confidentiality

1. The Receiver respectfully requests that the unredacted Realtor Summary be filed with
the Court on a confidential basis and be sealed (“Sealing Order”) as it contains
confidential information. If the unredacted Realtor Summary is not sealed, bidders
would have access to value estimates provided by realtors which could be prejudicial
to the Strategic Process. The Receiver is not aware of any party that will be prejudiced
if the information is sealed. The Receiver believes the proposed Sealing Order is
appropriate in the circumstances.

3.3 Realtor Selection

1. The realtors selected by the Receiver to market the properties for sale (the “Realtors”)
are provided in the table below together with the reasons for their selection.
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Realtor Property Reasons
Royal LePage Lakes of
Muskoka Realty Inc.4

Legacy Lane  Regional broker with knowledge of the local
market and most likely local buyers.

 Appears to be among most active
commercial realtors in the area.

Colliers Macauly Nicolls
Inc.

Burlington, Kitchener
and Oakville

 Experience selling similar properties.
 Colliers has a global reach. It intends to run

a broad marketing campaign, considering
buyers who may acquire the property for its
intended use and buyers who may develop it
for other uses.

 Proposal provides a thorough analysis of the
potential value of the project in a joint
venture.

 Properties will be marketed both jointly and
separately as their intended use is similar.

SVN Rock Advisors Inc. 525 Princess, 555
Princess

 Significant experience selling student
housing projects.

 These properties will be marketed both jointly
and separately as they are across the street
from one another and may be complimentary
to each other. The properties may attract a
single purchaser.

2. The commission structures negotiated by the Receiver for the Realtors are consistent
with their respective markets, but also recognize the complexities selling these
developments for their intended use. Feedback from realtors suggests that the
market is limited for buyers of student housing projects and cognitive care facilities.

3. A copy of each of the listing agreements is provided in Appendices “C” through “H”.

3.4 Strategic Process

1. The Strategic Process developed by the Receiver, in conjunction with the Realtors, is
substantially similar for each of the Properties. A summary of the Strategic Process is
provided in the table below.

Summary of Sale Process

Milestone Description of Activities Timeline

Phase 1 – Underwriting

Due diligence  Realtors to review all available
documents concerning the Property,
including environmental, planning and
development reports.

Weeks 1

and 2

Finalize marketing materials  The Realtors and the Receiver to:
o prepare a development summary;
o populate an online data room;
o prepare a confidentiality

agreement (“CA”); and
o prepare a Confidential Information

Memorandum (“CIM”).

4 As part of SVN Rock Advisors Inc. (“SVN”) listing proposal, SVN intended to engage Royal LePage Lakes of Muskoka
Realty Inc. (“Royal LePage”) to list the Legacy Lane property for sale. The Receiver advised SVN and Royal LePage
that it intended to engage Royal LePage directly.
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Summary of Sale Process

Milestone Description of Activities Timeline

Prospect Identification  Realtors to develop a master prospect
list. The Realtors will qualify and
prioritize prospects.

 Realtors will also have pre-marketing
discussions with targeted developers.

Phase 2 – Marketing

Stage 1  Mass market introduction, including:
o offering summary and marketing

materials printed;
o publication of the acquisition

opportunity in The Globe and Mail
(National Edition);

o telephone and email canvass of
leading prospects; and

o meet with and interview bidders.

Week-3

Stage 2  Realtors to provide detailed
information to qualified prospects
which sign the CA, including the CIM
and access to the data room.

 Realtors to facilitate all diligence by
interested parties.

 Realtors will canvass the market and
then determine a bid date, in
consultation with the Receiver.

 Receiver will prepare a Vendor’s form
of Purchase and Sale Agreement (the
“PSA”), which will be made available in
the data room.

Week 4 –

TBD

Stage 3  Prospective purchasers to submit
PSAs or other proposals, including
development proposals.

TBD

Phase 3 – Offer Review and Negotiations

 Proposal short listing and approval.
 Further Bidding - Prospective

purchasers may be asked to re-submit
PSAs one or more times.

TBD

Selection of Successful Bids  Select successful bidder and finalize
definitive documents.

TBD

Transaction Approval Motion
and Closing

 Motion for transaction approval and
close transaction.

TBD

2. As reflected in the table, bid deadlines (and the deadlines that follow) have not yet
been established. This is due to the intended development purpose of each project,
for which there are likely a limited number of buyers. Prior to setting deadlines, the
Receiver believes it is appropriate to gauge feedback from the market. Accordingly,
the Receiver has asked each realtor to focus on both purchasers for the Properties’
intended use and purchasers who may wish to develop the Properties differently. It
is intended that after the Realtors complete their initial marketing efforts (anticipated
to be around the end of the fourth week of the Strategic Process), the Receiver and
the Realtors would establish the deadlines for submitting offers on the Properties.
The offer deadlines may ultimately be different for each of the Properties.
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3. Additional attributes of the Strategic Process include:

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

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

c) transactions will be subject to Court-approval.

3.5 Strategic Process Recommendation

1. The Receiver recommends that the Court issue an order approving the Strategic
Process, including the retention of the Realtors, for the following reasons:

a) the Receiver solicited proposals from multiple realtors for each of the Properties;

b) the Realtors have experience selling developments similar to the Properties and
have relationships with targeted bidders;

c) the Realtors’ commission structures are consistent with market. The
commissions also reflect the challenges selling the projects for their intended
use and the potential that each process is lengthy;

d) the Strategic Process provides flexibility for the Receiver to consider options for
the Properties, including sale and development proposals;

e) the Strategic Process is flexible so that timelines are established based on
market feedback; and

f) the Receiver discussed the realtor selections with the Trustee, Representative
Counsel and the relevant members of the Investor Committee. The Trustee has
consented to the realtor selections and neither Representative Counsel nor the
Investor Committee members have expressed an objection to the Receiver.

4.0 Receiver’s Borrowings

1. The Receiver approached three parties to determine their interest in providing funding
for the 525 Princess, 555 Princess and Legacy Lane receivership proceedings.
MZG’s proposal is the least expensive of the three parties contacted. MZG has
provided similar facilities in the Kitchener, Oakville and Burlington (the “Memory Care
Entities”) proceedings.

2. The terms of the Loans are provided below and copies of the Commitment Letters are
provided in Appendix “I”. The Commitment Letters are subject to Court approval.

3. A summary of the key terms of the Loans is as follows:

 Amounts:

o 525 Princess: $400,000
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o 555 Princess: $400,000

o Legacy Lane: $300,000

 Term: the earliest of (i) demand; and (ii) nine months from the date of the initial
advance, which may be extended for an additional twelve months upon at least 30
days prior written notice;

 Lender fee: $15,000 for each Loan;

 Repayment: any time, without penalty, with three business days written notice to
MZG;

 Interest rate: 9.5% per annum, compounded monthly. A nine month interest reserve
is to be held back from the first advance;

 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 the Receiver’s Borrowings Charge on
the assets of the applicable borrower only; and

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

4.1 Loans Recommendations

1. The Receiver considered the following factors regarding the Loans:

a) they will provide the Receiver with liquidity necessary to fund the 525 Princess,
555 Princess and Legacy Lane proceedings;

b) the Receiver approached three parties. The cost of MZG’s facilities are the least
expensive of the three;

c) the Receiver is of the view that the terms of the Loans are consistent with other
recent real estate restructurings, including those involving other of the
Companies and those provided by MZG to the Memory Care Entities. Based
on KSV’s recent experience, including its real estate experience, the effective
annualized interest rate of the Loans (estimated to be 13.6%5) is consistent with
market for a loan of this nature; and

d) the Receiver discussed the Commitment Letter with the Trustee,
Representative Counsel and the relevant Investor Committee members and the
Receiver has not been advised of any objection to the Loans.

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

5 Including Lender’s fees.
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5.0 Conclusion and Recommendation

1. Based on the foregoing, the Receiver 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 RECEIVER AND MANAGER OF
CERTAIN PROPERTY OF SCOLLARD DEVELOPMENT CORPORATION,
MEMORY CARE INVESTMENTS (KITCHENER) LTD., MEMORY CARE INVESTMENTS
(OAKVILLE) LTD., 1703858 ONTARIO INC., LEGACY LANE INVESTMENTS LTD.,
TEXTBOOK (525 PRINCESS STREET) INC. AND TEXTBOOK (555 PRINCESS STREET) INC.
AND NOT IN ITS PERSONAL OR IN ANY OTHER CAPACITY










































































































































































