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INTRODUCTION 

 

1. On April 26, 2010, Winalta Inc., Winalta Homes Inc., Winalta Carriers Inc., Winalta Oilfield Rentals 

Inc., Winalta Carlton Homes Inc., Winalta Holdings Inc., Winalta Construction Inc., Baywood 

Property Management Inc. and 916830 Alberta Ltd. (“Winalta” or the “Company” or the 

“Applicants”) sought and obtained protection from its creditors under the Companies’ Creditors 

Arrangement Act, R.S.C. 1985 c. C-36, as amended, (the “CCAA”) pursuant to an order of the Court 

of the Queen’s Bench of Alberta (the “Initial Order”). Pursuant to the Initial Order, Deloitte & 

Touche Inc. was appointed monitor of Winalta (the “Monitor”). 

 

2. This sixth report of the Monitor (the “Sixth Report”) is filed with this Honourable Court, pursuant to 

section 36 of the CCAA, for the purpose of advising the Court with respect to the background, sales 

process and valuation for the pending sale of the Company’s community development project, Phase 

1 of the Lighthouse Pointe project, in Sylvan Lake, Alberta (the “Sylvan Lake Property”) and the 29 

manufactured homes on the Sylvan Lake Property (“Homes”), and to provide the Monitor’s 

comments and conclusions regarding the proposed sale of the said assets. 

 

3. Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian dollars.  

Capitalized terms not otherwise defined are as defined in the Initial Order or in the previous reports of 

the Monitor.  

 

4. In preparing this Sixth Report, the Monitor has relied upon audited financial information, unaudited 

interim financial information, Company records, discussions with management of the Company and 

their advisors. While the Monitor has reviewed the information, some in draft format, submitted in 

the abridged time available, the Monitor has not performed an audit or other verification of such 

information.  Future oriented financial information included in this Sixth Report is based on 

Company management’s assumptions regarding future events, and actual results achieved will vary 

from this information and the variations may be material. 

 



_____________________________________________________________________________________ 

SIXTH REPORT OF THE MONITOR                                                                                                Page 3 

 

BACKGROUND 

 

5. The Sylvan Lake Property is owned by Winalta Homes Inc. (“Winalta Homes”), a wholly owned 

subsidiary of Winalta Inc.  The Homes are owned by Winalta Inc.  The Sylvan Lake Property consists 

of 32 lots on 45 acres of land.  29 of the lots have manufactured homes located on them while 3 lots 

are vacant.  The Sylvan Lake Property is located on the south east side of the Town of Sylvan Lake, 

Alberta (legally described as: Condominium Plan 0526291).   

 

6. The Sylvan Lake Property was purchased in April 2004 as raw land for approximately $990,000, or 

$22,000 per acre.  Winalta Homes developed the Sylvan Lake Property in 2008 putting a total of 44 

manufactured homes into a 50 lot development.  Marketing and selling of the Sylvan Lake Property 

and Homes began in 2007.  The net book value of the remaining 29 lots with manufactured homes 

and 3 vacant lots was approximately $6.8 million as at April 30, 2010. 

 

7. The Company has indicated that approximately $600,000 in costs are required to complete the Homes 

and the Sylvan Lake Property. 

 

8. The land title certificates for each of the 32 lots, attached as Appendix A to this Sixth Report, for the 

Sylvan Lake Property dated June 4 and 8, 2010 indicate that HSBC Bank Canada (“HSBC”) has a 

mortgage registered against the lots which is approximately $972,000 as of the date of this Sixth 

Report. 

 

9. HSBC also has a secured interest in the Sylvan Lake Property and Homes pursuant to their security in 

place over the Company. 
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SALES PROCESS 

 

10. The Monitor understands from management that the Company undertook the following sales process 

and received the following offers with respect to the Sylvan Lake Property and Homes: 

 

(i) The Sylvan Lake Property was marketed through direct contact made with potential investors 

and commercial real estate firms by Mr. Victor Lillo, a licensed realtor employed by Winalta.  

Mr. Lillo started this process in May 2010. 

 

(ii) Six offers where received on the Sylvan Lake Property and Homes from unrelated parties, as 

follows: 

 

a. On May 5, 2010, the Company received an offer for $2.4 million, subject to a 

physical inspection of the Homes.  Winalta did not accept or counter the offer.  

 

b. On May 11, 2010, the Company received a letter of interest for $2.9 million, subject 

to inspection and satisfactory review of the Homes.  Winalta did not accept or 

counter the offer.  

 

c. On May 19, 2010, the Company received an offer for $3.5 million, subject to 

financing and due diligence.  Winalta did not accept or counter the offer.  

 

d. On May 24, 2010, the Company received a letter of interest for $3.0 million, subject 

to inspection and satisfactory review of the Homes.  Winalta did not accept or 

counter the offer.  

 

e. On May 27, 2010, the Company received an offer for $3.0 million, subject to due 

diligence.  Winalta did not accept or counter the offer.  

 

f. On May 25, 2010, the Company received an offer for $3.9 million from Mr. Don 

Wasylowich (the “Purchaser”), subject to financing, due diligence, satisfactory 

review of the purchase agreement by legal counsel and Court approval, with an initial 

deposit of $400,000 and a closing date of June 15, 2010.  The Company countered 

the offer indicating that the warranty and any deficiencies would be the responsibility 

of the Purchaser.  An Addendum to the offer was received by the Company on May 
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25, 2010 setting forth a price reduction of $75,000 for the revised term.  As a result, 

the new purchase price was agreed to be reduced to $3.825 million (the 

“Wasylowich Offer”) and the agreement was finalized.  The conditions on the 

Wasylowich Offer were removed on June 4, 2010 and the transaction is scheduled to 

close after being approved by this Honourable Court. 

 

VALUATION 

 

11. There is no recent appraisal of the Sylvan Lake Property and Homes, however the Company has 

completed a return on capital analysis to determine if the Wasylowich Offer is reasonable taking into 

account the following factors: 

(i) The average sale price of the homes and lots of the Sylvan Lake Property sold by the 

Company between 2006 and 2009; 

 

(ii) The estimated cost of completing the Homes and the Sylvan Lake Property that the Purchaser 

will bear and have been estimated to be approximately $600,000; 

 

(iii) The costs of marketing and providing warranty for the Homes, based on the Company’s 

historical costs, that the Purchaser will bear;   

 

(iv) The approximate time to sell all the Homes which has been estimated by the Company to be 

two years; and 

 

(v) The cost of capital of the Company’s investment for the two year period. 

 

Based on the return of capital calculation, the Company has determined that the Wasylowich Offer 

for $3.825 million is reasonable. 

 

12. The Monitor reviewed the Company’s cost to complete estimate of $600,000 and it appears 

reasonable based on the following: 

(i) Comparing the Company’s estimated cost to complete the lots and homes to the historical 

costs of the Company; and 

(ii) Visually confirming, on a sample basis, that the stated work had to be completed. 
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13. The Monitor’s in-house real estate group physically viewed the Sylvan Lake Property and Homes on 

May 6, 2010, reviewed the current market and economic conditions, interviewed two local land 

brokers from reputable brokerage houses with listings in the area and reviewed the Company’s return 

on capital calculation to value the Wasylowich Offer.  Based on this review and analysis, the 

Wasylowich Offer of $3.825 million, although below net book value of approximately $6.8 million at 

April 30, 2010, appears to be on the low end of a reasonable range based on current market and 

economic conditions. 

 

MONITOR’S COMMENTS AND CONCLUSIONS 
 

14. Pursuant to section 36 of the CCAA, the Monitor has the following comments with respect to the 

pending sale of the Sylvan Lake Property and Homes: 

 

(i) The Company’s sales process leading to the proposed sale of the Sylvan Lake Property 

and Homes occurred during the CCAA proceedings and, although not conducted by a 

third party, appears to be reasonable in the circumstances. 

 

(ii) It is likely that it would take approximately two years for the Company to complete and 

sell the Homes. 

 

(iii) It is likely that the sale would be more beneficial to the creditors than a sale or disposition 

under a bankruptcy or receivership. 

 

(iv) The secured creditor directly impacted by the sale, HSBC, has consented to the sale. 

 

(v) The sales proceeds will be used to pay down the secured debts of Winalta. 

 

(vi) The consideration to be received for the Sylvan Lake Property and Homes appears to be 

reasonable and fair compared to the market value of the property, the cost, and the time to 

complete and sell the Sylvan Lake Property and Homes. 
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15. The Monitor respectfully submits to the Court this, its Sixth Report. 

 

 

 

Dated this 23
rd

 day of June, 2010 

 

 

Deloitte & Touche Inc. 
In its capacity as the Court Appointed 

Monitor of Winalta Inc. et al 

and not in its personal capacity 

 

Per: 

 

 

 

            

Jeff Keeble, CA, CIRP, CBV    Jervis C. Rodrigues, CA, CIRP, CFE 

Senior Vice-President     Senior Vice-President 
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APPENDIX A 
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