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1.0 INTRODUCTION

1. On May 31, 2016, the Ontario Superior Court of Justice (the “Court”) granted an
order (the “Appointment Order”) appointing Alvarez & Marsal Canada Inc. as
receiver and manager (in such capacity, the “Receiver”), pursuant to section 243
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.0. 1990, c.C.43, as
amended, and as construction lien trustee (in such capacity, the “Construction
Lien Trustee”, and together with the Receiver, the “Construction Receiver”),
pursuant to section 68 of the Construction Lien Act, R.S.0. 1990, c. C.30, as
amended (the “CLA”), of all of the assets, undertakings, and property acquired
for, or used in relation to the business including all proceeds thereof (the
“Property”) of Urbancorp (Leslieville) Developments Inc. (“UC Leslieville),
Urbancorp (Riverdale) Developments Inc. (“UC Riverdale”) and Urbancorp (The
Beach) Developments Inc. (“UC Beach”, together with UC Riverdale, the
“Guarantors”, and the Guarantors, together with UC Leslieville, the “Debtors”)
(such proceedings, the “Receivership Proceedings™).

2. Prior to the appointment of the Construction Receiver, the Debtors carried on
business as land developers principally focused on the development, construction
and sale of residential projects located in the Greater Toronto Area.

3. Residential projects under development by the Debtors were typically “pre-sold”
by unit and/or home pursuant to agreements of purchase and sale with the
individual purchasers prior to commencement of the construction. One of
residential projects subject to these Receivership Proceedings is a project located
near east Toronto’s Beach neighbourhood (the “Beach Project”).

4, The development of the Beach Project was authorized by the City of Toronto
pursuant to the terms of a Consent Agreement between UC Leslieville and the
City dated July 27, 2012. UC Beach provided the City and Toronto Hydro with
financial security in the form of letters of credit issued by the Canadian Imperial
Bank of Canada (“CIBC”) totaling $872,074.07 (the “CIBC Letters of Credit”)
(i) to cover UC Beach’s obligations to the City in respect of the installation of
municipal services, tree planting, among other things, and (ii) to connect with
Toronto Hydro Electric System.

5. The Beach Project consists of thirty-two (32) semi-detached homes and one (1)
detached home. All of these homes are freehold (as opposed to condominium units). Of
the thirty-three (33) homes, twenty five (25) have been fully constructed and the
sale of these homes was completed in 2014 and 2015. The remaining eight (8)
lots* (the “Beach Lots”) are in the very early stages of construction (ranging from

! In March 2015, the Committee of Adjustment of the City rendered a Notice of Decision allowing for a minor
variance which effectively authorized the number of homes to be constructed to increase from thirty-three (33) to
thirty-five (35), consisting of thirty-four (34) semi-detached and one (1) detached home. As at the date of the
Appointment Order, the Debtors had not severed the lots to reflect this decision.
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raw land, to foundations only, to foundations with partial framing?). Of the Beach
Lots, six (6) were subject to purchase and sale agreements (each an “Original
Beach APS”) as at the date of the Appointment Order.

Given the very early stage of construction, the mortgagees on the Beach Project,
being a lending syndicate consisting of CIBC (as administrative agent), Canadian
Western Bank and Laurentian Bank of Canada (collectively, the “Syndicate”) and
Terra Firma Capital Corporation (“Terra Firma”), were not prepared to advance
monies to complete the Beach Project. As a result, the Construction Receiver
concluded that it was incapable of performing the obligations under each Original
Beach APS.

Accordingly, on May 2, 2017, the Construction Receiver sought and this Court
granted an order (the “Beach Project Order”) authorizing the repudiation of each
Original Beach APS and approving a sales and marketing process with respect to
the Beach Lots on an “as is where is” basis, free and clear of each Original Beach
APS (the “Beach Sale Process”). The Beach Project Order also sought approval
of the engagement of Cushman & Wakefield Ltd., Brokerage (“CW”) to
implement the Beach Sale Process, subject to the supervision of the Construction
Receiver.

The purpose of this fourth report of the Construction Receiver (the “Fourth
Report”) is to:

a. provide the Court with information with respect to the conduct and
outcome of the Beach Sale Process;

b. request this Court’s approval of an order (the “Approval and Vesting
Order”) (i) approving the transaction (the “Transaction”) with 2583510
Ontario Inc. (the “Purchaser”) contemplated by the agreement of
purchase and sale dated June 23, 2017 and accepted by the Construction
Receiver on June 27, 2017 (the “APS”), and (ii) vesting title in and to the
Purchased Assets (as described in the APS) in the Purchaser free and clear
of all liens, claims and encumbrances other than permitted encumbrances,
as set out in the draft Approval and Vesting Order; and

C. request this Court’s approval of an order (the “Ancillary Order”) sealing
from the public record a confidential appendix to the Fourth Report, being
a summary of the other bids received by the Construction Receiver and the
redacted terms of the APS.

CURRENCY

9.

Unless otherwise noted, all currency references in this Fourth Report are to
Canadian dollars.

2 Recently, the Construction Receiver arranged for the removal of the framing as it posed a safety risk.
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OVERVIEW OF BEACH SALE PROCESS

10. A summary of the Beach Sale Process approved by this Court in the Beach
Project Order is set out in the Second Report of the Construction Receiver dated
April 21, 2017 and is excerpted below for ease of reference:

Beach Sale Process Summary

Phase 1 — Solicitation
and Marketing Process

(Minimum 6 Weeks)

Within the first two (2) weeks, the Beach Listing Agent will
begin to implement a proposed marketing plan (the “Beach
Marketing Plan”). Under the Marketing Plan, the Beach
Listing Agent will:

1. List the Beach Lots for sale on the Multiple Listing
Service (“MLS”) to be sold on an “as is, where is”
basis;

2. Prepare a preliminary information memorandum (the
“Brochure”). Such Brochure, in draft form will be
provided to the Construction Receiver and the
Construction Receiver shall provide amendments and
subsequent approval to the Brochure prior to the Beach
Listing Agent disseminating to the market and prior to
posting on MLS. The Beach Listing Agent shall
distribute the Brochure to its extensive client database
and create a website dedicated to the Beach Lots,
providing access to the Brochure and confidentiality
agreement (also to be approved by the Construction
Receiver);

3. Disseminate the following to prospective bidders: the
Brochure and confidentiality agreements (to be made
available online, with printed copies available upon
request); and

4. Market the Beach Lots utilizing:
a. adigital/web-based marketing strategy, and

b. a traditional marketing strategy, such as Globe
and Mail and Novae Res Urbis advertisements
and a “For Sale” sign installed at a strategic
location on one of the Properties.

Phase 2 — Bid Review,
Negotiations &
Closings

The Beach Listing Agent will facilitate the offer solicitation
process, promote competitive offers, and provide guidance to
qualified buyers and the Construction Receiver. Bids are to be
delivered to the downtown Toronto office of the Beach Listing
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(Approximately 8
weeks)

Agent on the bid date, after an initial three-four week marketing
period, which bid will include a mark-up of the form of
purchase and sale agreement provided to potential bidders. The
Beach Listing Agent, in conjunction with the Construction
Receiver, will assess all submitted bids to determined either the
successful bid, or whether additional negotiations are required.

The Beach Listing Agent will work closely with the
Construction Receiver to coordinate the transaction and assist
the successful bidder (to the extent reasonable) with any due
diligence required. The Beach Listing Agent shall also assist the
Construction Receiver and its counsel (to the extent reasonable)
with the closing process.

11.  The Beach Sale Process was launched on May 4, 2017 with the retention of CW
by the Construction Receiver. The Construction Receiver is satisfied that the
Beach Sale Process was implemented by CW in accordance with the terms
described above and in a fair and transparent manner. Specifically, in accordance
with the Beach Sale Process:

a.

During the first two weeks of its mandate, CW prepared the Brochure and
established an electronic data room to be available to potential bidders;

on May 19 and May 23, 2017, CW sent an “email blast” attaching the
Brochure to a select group of 1,000 developers and investors;

on May 25, 2017, the Beach Lots were listed on the Toronto Real Estate
Board’s MLS system;

on May 29, 2017, CW distributed the Brochure to its full investor network
consisting of over 4,000 parties, including builders and developers in the
Greater Toronto Area,;

on May 31, 2017, “For Sale” signs were posted in strategic locations on
the Beach Lots to maximize coverage and visibility; and

the Beach Lots were also advertised in the following publications:

(i) on May 25 and May 30, 2017, in the national edition of The Globe
and Mail newspaper; and

(i) on May 31, 2017, in Novae Res Urbis GTHA, a local email
newsletter focused on urban planning and development.

12. Potential bidders were required to execute a confidentiality agreement in order to
gain access to a data room populated by CW, with the assistance of the
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Construction Receiver. A form of agreement of purchase and sale was also made
available in the data room, and bidders were asked to blackline any changes that
were made to the agreement in their bid submission.

The deadline to submit bids was June 20, 2017 at 3:00 pm (Toronto time) (the
“Bid Deadline”), which was communicated by CW in the Brochure provided to
potential bidders.

RESULTS OF BEACH SALE PROCESS

14.

15.

16.

17.

In total, fifty-seven (57) interested parties executed confidentiality agreements
and were provided access to the data room to conduct further due diligence.

At the Bid Deadline, seven (7) bids were submitted to CW. Immediately after the
Bid Deadline, the Construction Receiver reviewed all bids received and consulted
with CW and the principal stakeholders of the Beach Project. Following further
discussion with the successful bidder by CW, the offer was subsequently
finalized. In the Construction Receiver’s view, it was determined that the
Purchaser’s bid represented the best offer for the estate, as it was the highest bid
received and had very minimal changes to the proposed form of agreement of
purchase and sale provided in the data room.

As a result, on June 27, 2017, the Construction Receiver accepted the Purchaser’s
bid and entered into the APS, subject to Court approval.

For comparison purposes, a summary of the other bids received (the “Bid
Summary”) is attached hereto as Confidential Appendix “A”. As the Bid
Summary contains commercially sensitive information, the Construction Receiver
intends to seek a sealing order with respect to the Bid Summary.

THE SUCCESSFUL BID

18.

19.

20.

21.

A summary of the key terms of the APS is set out below. A copy of the APS is
attached hereto as Appendix “B”, save and except for the purchase price and
deposit amount, which has been redacted due to commercial sensitivities. As
described below, the Construction Receiver will be filing the redacted terms of
the APS with the Court as Confidential Appendix “A” to this Report.

Defined terms in this section and not otherwise defined have the meaning ascribed
to them in the APS.

The Purchaser is an affiliate of Skale Developments Inc., who is a real estate
developer in the Greater Toronto Area.

Pursuant to the APS, the Purchaser will purchase the Debtors’ right, title and
interest, if any, in and to the Purchased Assets consisting of the Beach Lots
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(referred to as the “Real Property” in the APS), the Permits, the Plans and
Drawing, and marketing materials in connection with the Beach Project (to the
extent in the Construction Receiver’s possession or control). In addition, the
Purchaser has agreed to assume, perform and fulfill the Assumed Liabilities,
which include the obligations of the Debtors under the Permitted Liens, the
Municipal Agreements and the Permits.

As is customary in a sale by a court officer, the sale of the Purchased Assets and
assumption of the Assumed Liabilities is on an “as is, where is” basis without any
representation, warranty or declaration from the Construction Receiver of any
kind with respect to the Purchased Assets.

A ten percent (10%) Deposit has been paid by the Purchaser and the Deposit is
being held by independent counsel to the Construction Receiver, in trust.

The balance of the Purchase Price is to be paid by the Purchaser on the Closing
Date, subject only to the adjustments contemplated by the APS.

Other than the granting by this Court of the Approval and Vesting Order and
payment of the balance of the Purchase Price, the only other material condition
precedent to the Transaction is that the Purchaser must issue replacement letters
of credit and/or security deposits to stand in place and stead of the CIBC Letters
of Credit and cause the CIBC Letters of Credit to be returned to CIBC. The
Transaction is not conditional on financing or any further due diligence.

The scheduled Closing Date of the Transaction is July 27, 2017.

In light of the foregoing, the Construction Receiver recommends that the
Transaction be approved by the Court for the following reasons:

a. The canvassing of the market by CW for interested purchasers was
professionally conducted in accordance with the Beach Sale Process
previously approved by this Court;

b. The value of the Transaction represents the highest and best offer received
with the least amount of changes to the form of agreement of purchase and
sale to potential bidders;

C. The Construction Receiver is satisfied that the consideration received for
the Purchased Assets is fair and reasonable in the circumstances; and

d. Both Terra Firma and the Syndicate, as mortgagees of the Beach Project,
consent to approval of the Transaction.

15



16
-7

5.0 SEALING OF CONFIDENTIAL APPENDIX

28.  Asindicated above, the Construction Receiver will be filing on a confidential
basis with the Court a confidential appendix containing a summary of the other
bids received in the Beach Sale Process and the redacted terms of the APS. The
Construction Receiver is of the view that disclosure of the exact purchase price
may negatively impact asset value in the event that the Transaction does not close.
As with disclosure of the Purchase Price, disclosure of the terms of other bids
prior to Closing is also commercially sensitive. The Ancillary Order contemplates
the Construction Receiver filing with the Court an unredacted copy of the Sale
Agreement after the Closing of the Transaction such that it forms part of the
public record.

6.0 CONCLUSION

29.  In light of the foregoing, the Construction Receiver requests that this Honourable
Court grant the Approval and Vesting Order and Ancillary Order, in the form
enclosed in the Motion Record of the Construction Receiver.

All of which is respectfully submitted, this 6 day of July, 2017.

ALVAREZ & MARSAL CANADA INC. SOLELY IN ITS CAPACITY AS RECEIVER
AND MANAGER AND CONSTRUCTION LIEN TRUSTEE OF THE ASSETS,
UNDERTAKINGS AND PROPERTY OF URBANCORP (LESLIEVILLE)
DEVELOPMENTS INC., URBANCORP (RIVERDALE) DEVELOPMENTS INC,, &
URBANCORP (THE BEACH) DEVELOPMENTS INC. AND NOT ITS PERSONAL OR
CORPORATE CAPACITY

Douglas R. McIntosh
President
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CONFIDENTIAL APPENDIX “A” TO THE
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