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. INTRODUCTION / BACKGROUND

1.

3.

This is the Response Brief by Ceana Development Sunridge Inc. (“Ceana Sunridge”), the registered
owner of the property located at 2255 — 32" Street NE, Calgary, Alberta, and legally described
below (the “Sunridge Project”).

PLAN 9811891

BLOCK 8

LOT1

EXCEPTING THEREOUT ALL MINES AND MINERALS
AREA: 1.398 HECTARES (3.45 ACRES) MORE OR LESS

The background for the Response by Ceana Development Sunridge Inc. is contained herein in the
issues presented and has been written from the perspective of Mr. Bahadur (Bob) Gaidhar.

Attached as TAB 1 is a “Brief Precis of Fact” which is a narrative providing further facts and
background as to the purchase, financing and construction of the Sunridge Project described
herein.

II. ISSUES and ARGUMENT

4,

10.

11.

12.

| am the President and Chief Executive Officer of the Defendant corporation and Guarantor of the
corporation’s corporate debt to the Plaintiff and as such have a personal knowledge of matters
herein deposed to except where stated otherwise.

| am the sole shareholder of the corporation, Ceana Development Inc. which is the sole shareholder
of the Defendant corporation, Ceana Development Sunridge Inc.

| was the agent of Ceana Development Sunridge Inc. (“Ceana Sunridge”) when Ceana Sunridge
was organized and the building project at 2255 — 32" Street NE, Calgary, Alberta was planned (the
“Sunridge Project”).

| am guarantor and interested party in these proceedings.

That | state that | am in support of an in favor of the Application by the Receiver to retain control of
the Sunridge Project previously described.

Based on my assessment of Hillsboro Ventures Inc. (“Hillsboro”) and my history with Hillsboro, |
am of the opinion that none of the interested parties have any hope of reasonable recovery of their
monies paid either under the Joint Venture Agreements or purchases if the control of the Project
were to transfer to Hillsboro.

On October 30, 2020, | affirmed an Affidavit which is before these Honourable courts. Exhibit “F”
to that Affidavit referred to my own narrative about the conduct of and my experience with Hillsboro.
In support and extension of that Exhibit, | attach a number of additional documents which follow.

Attached as TAB 2, begins with correspondence from Hillsboro’s lawyer, BLG, in regards to an
advance on one of the mortgages in which $51,125 was paid to Neotric Enterprises Inc. as some
form of commission of which | have never agreed. The additional documents that follow in TAB 2
confirm that withdrawal and transaction.

Additionally, there is a copy of my accounting showing that of the loan principle of $6,500,000, only
$4,473,272 was advanced. Also, excessive and incorrect fees of $650,125 was paid.
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13.

14.

15.

16.

17.

18.

19.

20.

21.

22,

23.

24,

25.

26.

27.

The next page is a reconciliation of the overall interest owing versus interest paid. It is my contention
that there was never a point where Ceana Sunridge was in default or needed additional funding.

TAB 3 attached hereto, consists of one type written page and three pages in Keith Ferrel’s
handwriting.

| consider the first page to be a threat in which Mr. Ferrel says “You & | are going to meet this
afternoon AND | going to clarify how life works”.

The handwritten sheets simply justify my concern that | was being threatened.

TAB 4 attached hereto, consists of an email dated August 25, 2017 and a letter from BLG
confirming that they held $2,440,000 in “our designated trust account on behalf of Hillsboro to be
used only for the development of the project and no other uses”. BLG subsequently denied the
amount of money in trust and the letter.

TAB 5 attached hereto, is a letter from Keith Ferrel to me. The background is that we had had a
meeting in which | indicated that | could come up with $1,000,000 if he could raise $2,000,000 so
that this project could be completed. Later, he wrote and insisted that | come up with $2,000,000
and he would raise $1,000,000.

| had no way to raise $2,000,000. But this is just Mr. Ferrel going back on his word.

As well, at paragraph 6 of TAB 5, Mr. Ferrel is indicating that the refinancing of my home would net
him $200,000, which was not part of our agreement.

TAB 6 attached hereto, is an email from my accountant to Mr. Ferrel, dated September 13, 2018
asking for information including the interest reserve accounts and transactions. He provided only a
draft which is page 2 of TAB 6 confirming the budget for construction, the calculation for loan
amounts, the financing provided by Liberty Investments Inc. and Connect First Credit Union
(previously Chinook Financial) and concluding that the advance of the first mortgage should have
covered the balance of construction. The accounting is filled with errors.

TAB 7 attached hereto, is a portion of the accounting provided by Mr. Ferrel emphasising $292,725
for “Forbearance and Legal Fees” and $337,575 for “Monitoring Fees”.

TAB 8 attached hereto, is a Forbearance Agreement, which includes on page 5 at paragraph 3.3
(m), that Ceana Sunridge is required to pay Neotric Enterprises Inc., a company wholly owned by
Mr. Ferrel, the sum of $9,000 per month commencing January 1, 2018 (retroactive) to July 31,
2018, and thereafter, a monitoring fee of $13,000 plus GST per month so long as there are any
amounts outstanding under the mortgage.

This Forbearance Agreement was signed under duress and, amongst other things, such monitoring
fees were an in terrorem payment.

TAB 9 attached hereto, is a copy of an Application and Affidavit brought by Hillsboro Properties
Inc. in much the same fashion as this Application and contains draft Orders as sought by Hillsboro
Properties Inc.

TAB 10 attached hereto, is a list of payments from Ceana Development Inc. including credit card
payments totalling $1,451,000 which Ceana Development Inc. paid directly for the construction of
the Sunridge Project.

TAB 11 attached hereto, is a completion budget showing that even now, with the completion of

Building E in its original anticipated form, this property would have yielded a gross sales price of
$20,931,925.

Page 4 of 6



28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

TAB 12 attached hereto, is a text of the Reasons for Judgment of Ferrel v. The Queen, 1997 CanLlIl
182 (TCC) and the Court of Appeal decision on the Appeal. This document tells me that Mr. Ferrel,
the principal of Hillsboro, has a lengthy history in litigation and in particular, actions before the court,
whether successful or not.

| have reviewed the Written Submissions produced by Mr. Pontin on behalf of Hillsboro. The Brief
makes reference to questions raised by Mr. Pontin at a cross-examination on November 26, 2020
at page 50 and 51.

At line 18, | was asked the question “And was that the same for the purchaser’s deposit monies
that were used for whatever payments were necessary at that time?” And the transcripts say that |
said “Purchaser’s money were used in the project. And even if it were, | had to write on my - - what
you call management fees”.

| hereby state that the transcript is not correct. At the time the questions were raised and the answer
was given, | was wearing a mask over my mouth and nose. It is obvious to me that, from my own
recollection of the facts, that the answer should say “Purchaser’s monies were not used in the
project”.

The context of the entire answer suggests that the word “not” was omitted from the transcript.

The way that the transcript presently reads is inconsistent with my evidence given in the Affidavit
wherein | stated that the JV money was used in the project but the purchasers money was not.

Monies received as deposits on purchases were lodged with KH Dunkley and transferred to the
Receiver who presently holds those monies.

It is also inconsistent with my own evidence that through my other companies, | made a substantial
contribution to the acquisition of the lands and construction of the buildings.

The Receiver and Hillsboro provided a new plan which divided the large building on the west side
into three smaller buildings. They claimed that it would increase the profit on the Project. We
objected, setting out properly that three buildings compromised my personal guarantee. More cost
and higher risk is added.

If Hillsboro is successful in its application to take title and remove the Receiver, and clear the
encumbrances, our Cross-Application for an accounting should be set over to a further hearing.

MATERIALS RELIED ON

Statutes and Rules:

1.

a) Alberta Rules of Court;

b) Land Titles Act, RSA 2000, c. L-4;

c) Law of Property Act, RSA 2000, c. L-7; and

d) Condominium Property Act, RSA 2000, c. L-22.
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Pleadings:
2. a) Affidavit of Bahadur (Bob) Gaidhar, sworn October 30, 2020;

b) Affidavit of Bahadur (Bob) Gaidhar, sworn November 23, 2020; and
c) Such further pleadings as counsel may request and the Honourable Court may allow.

ALL OF WHICH IS RESPECTFULLY SUBMITTED THIS 4th DAY OF DECEMBER, 2020.

GLENN & CARD LAWLLP

“THOMAS F GLENN”
Per:

THOMAS F GLENN
Counsel for Ceana Development Sunridge Inc.
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10.

11.

12.

13.

14.

BRIEF PRECIS OF FACTS
Narrated by BAHADUR (BOB) GAIDHAR
Dated December 4, 2020

In the fall of 2015, | became aware that the project property land was potentially available for sale.
| had, through my companies, done several projects before this and so | became interested in
acquiring the property.

| had been approached by several people who had invested previously in my other projects to find
another project. | was looking for land and good business opportunities. My earliest Joint Venture
Agreements on this particular project, were in September 2015.

I met with the owner and we struck a deal. | put a deposit on the land and registered a Caveat for
purchaser’s interest on August 27, 2015, with the anticipated closing in May 2016.

| arranged financing for the land purchase through Canadian Western Bank.

| contacted persons who | had previous business dealings with to introduce them to a new joint
venture that | planned to complete.

| had previously had my counsel draft a Joint Venture Agreement, which had been very serviceable
and successful on previous projects.

Many of the interested parties are people from my own ethnic community. Between the fall of 2015
and May 2016, | had acquired monies from a number of joint venturees.

At the same time that the Transfer of Land was registered on May 17, 2016, Canadian Western
Bank’s mortgage was registered for $15,000,000.

The transaction closed with Canadian Western Bank advancing about $3,100,000.

I made inquires and was introduced to a gentleman, Dan Deilami, who operated his company Fast
Track Commercial Inc. Dan seemed to have good references and we negotiated what | thought
was a reasonable price for the actual construction. | anticipated that on the closing date, with the
contribution of my own money, the Joint Venture money and the financing from Canadian Western
Bank, that we could immediately begin construction.

We obtained the development permit for the five buildings including four on the east side of the
property and a larger building on the west side. We eventually obtained a building permit.

It quickly became apparent to me that the contractor hired was not exactly as he had identified
himself. Although he received money from both my personal funds, Joint Venture funds and the
mortgage advances, the progress was extremely slow.

Throughout 20186, it became apparent that Fast Track Commercial Inc. was not going to be able to
fulfill its commitments. Fast Track Commercial Inc. continued to demand money, but there was no
progress to show for the money that was given to Fast Track.

Because building progress was slow, | was not able to get draws from the bank which | had
anticipated. | began looking for lenders. | had previous experience with Hillsboro Ventures Inc. and
approached Mr. Keith Ferrel of Hillsboro who agreed to advance a mortgage of $630,000 which
was registered on May 17, 2016. Those monies were advanced and quickly spent by the general
contractor.



15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

When liens began to appear on the title, all financing efforts and construction ceased. At one point
the general contactor placed a lien upon the lands for $2,100,000 on December 8, 2017. It was
impossible. There wasn’t that much construction to reflect the $2,100,000, plus the amount of
money that had already been advanced. Because construction had ceased and liens were on the
property, | became desperate.

The General Contactor issued a Statement of Claim and Certificate of Lis Pendens (registered
January 19, 2018). | negotiated with the general contractor who eventually took his $2,100,000 lien
off of the property on April 6, 2018 and we had the CLP removed on May 3, 2018.

Because of liens on the property and the inactivity, nothing was happening. Essentially the gate
was locked, although me and the general contractor personally had access to the land, but no
construction was occurring.

Approximately three months later, the general contractor registered another lien on June 7, 2018
for the original amount plus an additional amount of $700,000 and an additional Certificate of Lis
Pendens on December 4, 2018. This was an impossible situation because no further construction
had occurred.

| authorized my lawyer to seek to have the lien removed. My then lawyer served a Notice to Prove
Lien. The general contractor swore an Affidavit Proving Lien and we cross-examined on the
Affidavit. When we asked for financial records showing how much money he had received and how
the money was spent, anticipating that the money would have been spent on the project, the
general contractor could not or would not provide us any records. To my knowledge, those
undertakings to provide records remain outstanding.

In late 2016, | again approached Hillsboro who agreed to advance a mortgage of $3,000,000. That
mortgage was registered on January 26, 2017 but the money actually flowed in March 2017.

In retrospect | acknowledge that | agreed to the improvident terms of the Hillsboro mortgage. The
interest rate was exorbitant, at 18%, and the financing conditions were impossible from a business
perspective. But | was desperate.

When that mortgage was funded, it paid out the original mortgage Hillsboro mortgage then at
$650,000. The balance of the advance on the $3,000,000 was to set aside approximately 18% as
a pre-paid interest fund, and a number of other financing issues, leaving very little to actually be
used on the construction. When it appeared that the money advanced was used on the project and
paid to the general contractor, | again approached Hillsboro who agreed to advance a $2,000,000
mortgage, registered August 18, 2017. That would be a mortgage in third position after Canadian
Western Bank and Hillsboro’s first mortgage.

Again, the interest rate was 18%. The other financing conditions were onerous including pre-paid
interest, commissions to sales people, bonuses to companies financing and so a small percentage
of that mortgage eventually went to construction. There was simply not enough money to clear the
title, advance construction and complete any of the four buildings on the east side.

In August 2017, | again approached Hillsboro who again agreed to advance $1,500,000 as a fourth
mortgage, registered November 22, 2017. There were agreements with the lien claimants to hold
off on their liens and the general contractor received some of those monies.

There was a flurry of construction but nothing really advancing the project.

Fast Track borrowed from Factors Western Inc. the sum of $310,000, again with extremely onerous
and improvident terms.



27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

Eventually the general contractor withdrew his lien, but by then a number of other liens, including
Factors Western Inc., were registered against the property.

In 2018, under some duress from Mr. Ferrel, my wife and | pledged and essentially mortgaged our
home and a small office building that | had constructed in NE Calgary to Hillsboro. The office
building was going to be my retirement as it yielded a couple of thousand dollars per month from
renters. The mortgage on the commercial building was about 85% of equity. My home is simply
occupied by my wife and | but it also has a large mortgage.

As part of the pledge of my home and building, | also agreed to some onerous additional terms. If
not done previously, | agreed that in the event of default on the mortgages, there would be a
monitoring charge. That monitoring charge under the three mortgages is now over $337,000.

| am required to pay forbearance and legal fees, which now amount to $292,725.

When Hillsboro began its foreclosure, | instructed counsel to defend. There were points raised in
the operation of Hillsboro and its conduct that | suggest were not consistent with our contractual
agreements.

For example, Canadian Western Bank asked to be let out and paid out. | approached Connect First
Credit Union who agreed to take over Canadian Western Bank’s position and register its own
caveat. | agreed to a postponement of all of the other encumbrances of the company to Connect
First Credit Union so that it would be in first position. Their mortgage was registered on October 26
2017.

However, Hillsboro then postponed its first mortgage of $3,000,000 to its other two mortgages. That
meant that when Hillsboro foreclosed on its $3,000,000 mortgage, it did not have to account to
anyone for its conduct or the use or misuse of funds on their $2,000,000 or their $1,500,000
mortgages.

In the meantime, each of the mortgages continued to draw interest, including a punitive interest of
30% on the third mortgage, while things dragged on interminably.

| had actually offered to sell the project to Hillsboro but my offer was refused for some reason.

| saw that there were other misrepresentations, including a representation by Hillsboro’s lawyer
that they had money sitting in their trust account that was to be used for the project. The money
was not advanced. When we inquired about the money, both Hillsboro and their lawyer denied that
any such money was ever part of the transaction and denied that money was being held for the
purpose of construction.

| have provided a copy of the correspondence of August 25, 2017from the lawyer which is attached
to this Brief. (was exhibit D)

In July 2019, we were contacted by counsel for the present Receiver who indicated that they were
authorized to seek a Receiving Order from the court with respect to the project. | acknowledged
that no progress had been made on the project for more than a year. We essentially consented to
the appointment of the Receiver, understanding that so long as Ceana Development Sunridge Inc.
was the registered owner, if construction proceeded to its conclusion, there would be money at the
end of the Receivership to pay out all of the encumbrances and the Joint Venture holders.

After the manner in which Hillsboro had behaved, we welcomed the intervention of the Receiver
who was bound to take over the project, obtain financing to complete the project, appoint a general
contractor, etc. and carry on until the project was complete.



40.

41.

42.

43.

44,

45.

46.

After the Order was granted and the Trustee installed, | drove by the project for approximately
seven months and nothing happened. Unbeknownst to us, the Receiver was apparently reapplying
for development and building permits and was seeking permission to change the configuration of
the large building on the west side to three smaller buildings, suggesting that would draw a larger
profit.

We had no problem with the larger price, but three buildings versus one building is always
problematic because it requires three cooling systems, three electrical systems, three heating and
ventilations systems, etc.

When construction actually did resume in January or February 2019, the progress was abysmally
slow. The project where the buildings were already framed in steel and in various stages of
completion, should have been completed within three or four months. So far, as at the date of this
Application, those four buildings are not yet or may just barely be available for occupancy. The
parking lot has recently been partially paved, the foundation for the large building on the west that
is now going to be turned into three smaller buildings needs to be pulled out. The underground
servicing needs to be redone, etc. It is a mess.

Notwithstanding our letters of complaint, the Trustee, at great expense to Hillsboro, has been
defending its position and maintaining the same general contractor who is moving at a glacial rate.

However, if the Application of Hillsboro is successful, the ownership in the property transfers to
Hillsboro. Although | expect that Hillsboro will then complete the project with dispatch, appointing
a proper general contractor, there will be nothing for any of the other owners, Joint Ventures or
purchasers. All of the lien claimants will be struck off. Essentially any profit made from the
completion of construction and the sale of the buildings as condominium units will be taken by
Hillsboro.

Notwithstanding our complaints about the speed and the cost of the Receiver, which is addressed
in the Receiver’s five reports, we have thrown our support behind the Receiver and its Application
to maintain control until the property is complete and the Receiver can make a final presentation to
the court.

Although Hillsboro’s counsel continues to propound that all of this is done at great disadvantage to
Hillsboro and no one else is suffering, ignores the fact that everyone else loses everything before
Hillsboro loses one cent.

Dated December 4, 2020 at Calgary, Alberta.

Bahadur (Bob) Gaidhar
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Subject: FW: Sunridge Project JUNE 5 2018

Date: Tuesday, June 5, 2018 at 8:55:44 AM Mountain Dayfight Ti
From: Keith Ferrel

To: Ceana, colin@hillsboro.ca

€ keith@Hiflsboro.ca

Attachments: image001.png, image002.png

This correspondence from Dan is to get me to loss it and justify
Everything Hillsboro has done ---NOT THE other way around

I am just about at my end of the BULL | am putting up with
Bob have you 51gned the papers I send OR NOT

ife works

Keith Ferrel

Hillsboro Enterprises Inc.

A HILLSBORO

. — G ROU P—

From: Dan Deilami [mailto:dan@fasttrackcomm.ca]
Sent' Tuesday, June 5, 2018 8:23 AM

Cc: Ceana, Debra Canmgseas
Subject: Sunridge Pro;ectJUNE 5 e

Keiils:
Re: Sunridge project.

Bob advised to provide some info for you, also, | have some concern too. As you know, Fast Track has been try
get some confirmation that there will be funding available to complete the Sunridge Project.

We have tried to for at least 3 weeks to get a clear answer from Bob, but we are still in the dark as to where
the funding is going to come from to pay what is already owing to Fast Track for Sunridge, and to pay for 1
work necessary to complete the Project. ‘
Ceana is seriously in default of its payment obligations to Fast Track for the work already completed
Obviously, we are feeling very insecure at the moment, and it doesn't seem possible to commit toﬁm%:y
further work, and worsening the debt situation, without knowing how and when we wi!
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Monday, September 10, 2018 at 9:59:22 PM Mountain Daylight Time

Subject: Fw: Confirmation of Trust Funds re: Ceana Sunridge

Date: Friday, August 25, 2017 at 5:00:47 PM Mountain Daylight Time
From: Clinton Evangelista

To: bg@ceana.ca

Sent from my BlackBerry - the most secure mobile device - via the Rogers Network

From: keith@hillsboro.ca

Sent: August 25, 2017 2:47 PM

To: cevangelista@libertymortgage.ca

Subject: FW: Confirmation of Trust Funds re: Ceana Sunridge

FYi

Keith Ferrel
Hillsboro Enterprises Inc.

www.hillsboro.ca
927 - 7AST. N.W.
Calgary, AB, T2M 3J4
Fax: 403-770-8400

Cell: 403-680-9609
Email: keith@hillsboro.ca

From: McArthur, Travis [mailto:TMcArthur@blg.com]
Sent: Friday, August 25, 2017 2:44 PM

To: dan@fasttrackcomm.ca

Cc: Keith Ferrel; Khalil Haji; bg@ceana.ca

Subject: Confirmation of Trust Funds re: Ceana Sunridge

Hi Dan,

‘We are the solicitors for Hillsboro Ventures Inc. and understand that you are looking for confirmation that we
are holding funds in trust with respect to the development of the project located at 2255 32 Street NE,

Calgary Alberta.

Please see attached confirmation.

Thanks.
Travis

B‘ G Travis McArthur
5 Associate

- doar T403.232.9720 | F 403.266.1395 | tmcarthur@blg,com
Borden Ladner Gervals 0 o e East Tower, 1900, 520 — 3rd Ave S W, Calgary, AB, Canada T2P OR3
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Travis McArthur Borden Ladner Gervais LLP

T (403) 232-9720 Centenniel I»;lace Easl Tovier

F (403) 266-1395 1800, 520 - 3rd Ave SW
Calgary, AB, Canada T2P 0R3

tmearthur@blg.com T 403.232.9500 A
F 403.266,1385 S EEEE
big.com - Borden Ladner Gervais

File No. 440221-04 TM

Via email: dan@fasttrackcomm.ca
August 25,2017

Fast Track Development

Unit 7-2235 30 Ave NE,
Calgary, AB T2E 7C7

Attention: Dan Deilami — Operation Manager

Dear Sir:
Re: Hillsboro Ventures Inc. (“Hillsboro”)
Development of the project located at 2255 32 Street NE, Calgary AB (the
“Project”) ‘

We are the solicitors for Hillsboro.

We confirm that we hold $2,440,000. 00 in our designated trust account on behalf of Hillsboro to
be used only for the purpose of the development of the Project and no other uses.

We trust the foregoing is satisfactory, but please don’t hesitate to contact the writer if you have any
questions or concerns.
Yours truly,

BORDEN LADNER GERVAIS LLP

vis McArthur

cel Keith Ferrel

Khalil Haji (khalil@khlawgroup. cont)
Bob Gaidar (bg@ceana.ca)
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