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Court File No. 17-73067

ONTARIO
SUPERIOR COURT OF JUSTICE

BETWEEN:
FIRST NATIONAL FINANCIAL GP CORPORATION
Applicant

- and -

GOLDEN DRAGON HO 10 INC. and GOLDEN DRAGON HO 11 INC.
Respondents

APPLICATION UNDER Section 47 of the Bankrupicy and Insolvency Act
R.S.C. 1985, C. B-3. as amended

NOTICE OF MOTION

The Applicant, First National Financial GP Corporation ("FN™) will make a Motion to The
Honcurable Justice Hackland on Friday, October 20. 2017, at 10:00 a.m.. or as soon after that time

as the Motion can be heard at 161 Elgin Street, 2" Floor. Ottawa, Ontario.
PROPOSED METHOD OF HEARING: The Motion is to be heard orally.
THE MOTION IS FOR an Order substantially in the form of the draft attached as Schedule "A™

hereio:

(a) if necessary, abridging the time for service of the Notice of Motion and Motion Record
herein, validating service of the Notice of Motion and Motion Record. and dispensing with

further service thereof?



(b)

{¢)

(d)

(e)

S92

approving the First Report to the Court of the Interim Receiver, Deloitte Restructuring Inc.
{("Deloitte” or the “Interim Receiver™) dated October 17, 2017 (the ~First Report™), and

the Interim Recetver’s actions and activities as set out in the First Report:

approving and accepting the Interim Receiver’s Interim Statement of Receipts and
Disbursements for the period from September 22, 2017 1o October 13, 2017. as set out in

Appendix “F" to the First Report:

ordering that the Interim Receivership shall continue until further order of this Court: and,

such further and other relief as to this Honourable Court seem just.

THE GROUNDS FOR THE MOTION ARE:

{a)

(b)

pursuant to an Order (the “Appointment Order™) of Justice Hackland of the Ontario
Superior Court of Justice (the “Court™) dated September 22, 2017 (the “Interim
Receivership Date™), following an application made on behalf FN. Deloitte was appointed
as Interim Receiver of certain real property ot Golden Dragon Ho 10 Inc. (“GDH 10™)
municipally known as 347 Barber Street. Ottawa, Ontario (formerly known as 347
Clarence Street. Ottawa) (<347 Barber™). and of certain real property of Golden Dragon
Ho 11 Inc. ("GDH 117) municipally known as 345 Barber Sreet. Ottawa, Ontario
(formerly known as 345 Clarence Street. Ottawa) (“345 Barber™) (collectively. with 347

Barber, referred to herein as the “Property™):

the Appointment Order authorizes the Interim Receiver to, among other things:
(1) take possession of and exercise control over the Propertly and any and all proceeds,

receipts and disbursements arising out of or from the Property:



(c)

(d)

(ity  undertake any renovations and make any repairs to the Property necessary to ensure
that the Property is well maintained and rentable and is in compliance with the
applicable laws and building codes: and

(i) market available rental units, enter into new rental agreements or renew expiring

rental agreements where applicable:

pursuant to section 47(1)(c} of the Bankruptcy and nsolvency Act (the “BIA™). the Interim
Receivership will expire 30 days from the Interim Receivership Date (that is. on or about

October 21). unless a longer period is specified by the Court:

Inspection and Securing the Property

the Property is comprised of two adjoining six-story multi-unit apartment buildings that
consisied of a total of 110 units when FN made the loans to the Respondents that are the
genesis of the Application herein. 80 of these units were located in 345 Barber, and 30
units were (and still are) located in 347 Barber. Even though there are two separate
municipal addresses for this Property (345 Barber and 347 Barber), they operate as one
complex as the two buildings are connected on every floor (except the basement) and they
share common areas and facilities (such as the lobby, laundry room, mailroom and the one
elevator). Of the 110 units. 30 units are to be used for affordable housing purposes
pursuant to agreements with the City of Ottawa (the “City™) and the Ontario Ministry of

Housing (the ~“Ministry™):



(e}

-4

the Interim Receiver has undertaken significant activities in accordance with the terms of

the Appointment Order, which are detailed in paragraph 14 of the First Report. Among

other things, the Interim Receiver has:

(i) taken steps to replace the electronic fob-based entry system, which was proven to
be unreliable;

{i1)  ensured that the Property is adequately insured;

(111)  contacted the utility providers to set up new utility accounts:

(iv)  retained CLV Group Inc. (“CLV™) as property manager, and established a purchase
order system requiring, among other things. the Interim Receiver’s pre-approval for
disbursements exceeding a certain dollar amount:

(V) implemented an inspection and maintenance program for all systems at the
Property (i.e. fire safety. emergency generator. boiler heating, electrical, dryer
venting, elevator and roof);

(vi)  reviewed and assessed the status of vacant units. and identified 12 units capable of
being restored to a rentable condition:

(vii)  made arrangements for the completion of the re-tiling of the lobby area:

(viit) responded to tenant and creditor inquiries;

(ix)  made arrangements for a tenant meeting to be held to further explain the interim
recetvership and answer any questions:

(x) made arrangements for the coin boxes in the laundry machines to be re-keyed, to

avoid the boxes clogging up and the laundry becoming inoperable;



(g)

(h)

(1)

€)

(k)

-5

Interim Receiver’s Intended Course of Action

paragraphs 15 to 21 of the First Report set out the Interim Receiver's intended course of
action to. among other things. complete renovations in units that have been partially
renovated, address deficiencies at the Property, and address notices of breach received
from the Ministry relating to the fact that only 21 units are currently being operated as

affordable housing units (as set out above, the number should be 30):

the Interim Receiver’s appointment will expire on or about October 21, 2017, unless
extended pursuant to an Order of the Court. An extension is necessary in order for the
Interim Receiver to continue to stabilize the Property, improve the vacant units to a
condition where they can be leased again. and reduce the vacancy rate to an acceptable

level:

Receipts and Disbursements

the interim statement of receipts and disbursements of the Interim Receiver attached as
Appendix “F” to the First Report is a fair and accurate representation of the funds received

and disbursed directly by the Receiver since the Interim Receivership Date;

the B4

Rule 3.02 of the Rules of Civil Procedure; and.

such further and other grounds as counsel may advise and this Honourable Court may

permit.
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THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the Motion:

(a) the First Report to the Court of the Interim Receiver dated October 17, 2017: and,

(b} such further and other evidence as counsel may advise and this Honourable Court permit.

October 17. 2017 BLANEY MCMURTRY LLP
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2 Queen Street East, Suite 1500
Toronto ON MA5C 3G3
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Schedule =A™

Court File No. 17-73967

ONTARIO
SUPERIOR COURT OF JUSTICE

THE HONOURABLE ) FRIDAY. THE 20"

)
JUSTICE HACKLAND ) DAY OF OCTOBER. 2017
BETWEEN:

FIRST NATIONAL FINANCIAL GP CORPORATION
Applicant

- and -

GOLDEN DRAGON HO 10 INC. and GOLDEN DRAGON HO 11 INC.
Respondents

APPLICATION UNDER Section 47 of the Bankrupicy and Insolvency Act
R.5.C. 1985. C. B-3. as amended

ORDER

THIS MOTION made by First National Financiat GP Corporation {(the “Applicant™) for
an Order (i) abridging the time for service of the notice of motion and motion record herein, (ii)
approving the First Report of the Interim Receiver. Deloitte Restructuring Inc. (the “Interim
Receiver™) dated October 17, 2017 (the “First Report™) and the activities described therein. (iii)
approving and accepting the Interim Receiver's Interim Statement of Receipts and
Disbursements for the period from September 22, 2017 to October 13. 2017 and (iv) that the
Interim Receivership shall continue until further order of this Court. was heard this day at

Ottawa.



-

ON READING FN's Motion Record dated October 17, 2017, and the First Report, and
upon hearing the submissions of counsel for FN, no one else appearing, although duly served as

set out in the affidavit of service of Patricia Keane sworn October 17, 2017, filed.

1. THIS COURT ORDERS that the time for service of FN's Notice of Motion returnable
October 20. 2017 (the “NOM™), and related motion material filed in support of that NOM (the
“Motion Material™) be and is hereby abridged, that service of the NOM and Motion Material is

hereby validated. and that further service thereof is hereby dispensed with.

2. THIS COURT ORDERS that the First Report dated October 17, 2017, and the actions

of the Interim Receiver described therein, be and are hereby approved.

3. THIS COURT ORDERS that the Interim Receiver’s Interim Statement of Receipts and
Disbursements for the period from September 22, 2017 to October 13, 2017, as set out in

Appendix “F” to the First Report, be and is hereby accepted and approved.

4. THIS COURT ORDERS that the appointment of Deloitte Restructuring Inc. as Interim
Receiver as set out in the Appointment Order of Justice Hackland dated September 22, 2017,

shall continue until further order of this Court.
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INTRODUCTION

By Order of the Ontario Superior Court of Justice (the “Ceurt™) dated September 22, 2017
(the “Appointment Order”), Deloitte Restructuring Inc. was appointed as the interim
receiver (the “Receiver”) of certain real property of Golden Dragon Ho 10 Inc. (“GDH 107)
municipally known as 347 Barber Strect. Ouéwa, Ontario (formerly known as 347 Clarence
Street, Ottawa) (“347 Barber”) and of cerlain real property of Golden Dragon Ho 11 Ine.
(“GDH 117) municipally known as 345 Barber St. Ottawa, Ontario (formerly known as 345
Clarence Street, Qttawa) (“345 Barber™) (collectively, with 347 Barber, referred to herein
a$ the “Property”). A copy of the Appointment Order is attached hereto as Appendix "A".

The Appointment Order authorizes the Receiver to, among other things:

{a) take possession of and exercise control over the Property and any and all proceeds,

receipts and disbursements arising out of or from the Property;

(b) undertake any renovations and make any repairs to the Property necessary to ensure
that the Property is well maintained and rentable and is in compliance with the

applicable laws and building codes; and

{c) market available rental units, enter into new rental agreements or renew cxpiring rental

agrecments where applicable.

The Appointment Order, together with this report and other key documents have been posted

on the Receiver's website at www.insolvencics.deloitie.ca/en-ca/GoldenDragonlo10-11.

Section 47(1)(c) of the Bankruptcy and Insolvency Aci (“BIA™) provides that an interim
receiver is to be appointed until the earlicst of:
(a) the taking of possession by a receiver, within the meaning of subsection 243(2), of the

debtor’s property over which the interim receiver was appointed,

{b) the taking of possession by a trustee of the debtor’s property over which the interim
receiver was appoinled, and

{c) the expity of 30 days after the day on which the interim receiver was appointed or of
any period specified by the court.
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5. This 30-day period is set to expire on October 21, 2017. The Applicant, First National
Financial GP Corporation (“FN™), has advised the Receiver that it wishes to extend the

interim receivership as permitted under section 47¢1)(c).

PURPOSE OF REPORT

6. The purposc of this first report of the Receiver (the “First Report”) is to:
{2) provide the Court with information on the current status of the Property;

(bY provide the Court with a description of the Receiver’s activities to date in dealing with

Lhe numerous issues related to the Property:;
(c} provide the Court with the evidentiary basis to make an order:

(i)  extending the cxpiry date of the interim receivership until further order of this

court,
(1) approving the activities of the Receiver as described in this First Report; and

(iti) approving the Receiver’s Interim Statement of Receipts and Disbursements for

the period from September 22, 2017 to October 13, 2017;

TERMS OF REFERENCE

7. In preparing this First Report, the Receiver and/or CLV Group Ine. (“CLV™), its property
manager, have reviewed unaudited financial information and other records related (o the
Property provided by Chi Suites Inc. (the management company for GDH 10 and GDH 11)
(“Chi Suites™), information provided by third-party sources, and have held discussions with
individuals involved in administering the Property (including the building superintendent)

(cotlectively, the “Information”). Except as described in this report:

(a) the Receiver has reviewed the Information for reasonableness, internal consistency and
use in the context in which it was provided. However, the Receiver has not audited or
othcrwise attempted to verify the accuracy or completeness of the Information in a

manner that would wholly or partially comply with Canadian Auditing Standards
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{“CAS™) pursuant to the Chartered Professional Accountants Canada Handbook and,
accordingly, the Receiver expresses no opinion or other form of assurance

contemplated under CAS in respect of the Information; and

(b) the Recciver has prepared this First Report in ifs capacity as a Court-appointed officer
to support the Courl’s approval of an extension to the expiry date of the interim
receivership, and the other relief being sought. Partics using this report, other than for

the purposes outlined herein, are cautioned that it may not be appropriate for their

purposes.

8. Unless otherwise stated, all dollar amounts contained in this First Report are expressed in
Canadian dollars.

9. Unless otherwise provided, all other capitalized terms not otherwise defined in this First
Report are as defined in the Appointment Order.

10, The Receiver has sought the advice of Blaney McMurtry LLP (“Blaneys™), counsel to the
Applicant, for general legal matters that have arisen in respect of the interim receivership.
Where the Receiver has required independent legal advice, the Receiver has sought the
counsel of Dickinson Wright LLP {(*Dickinson™).

BACKGROUND

11.

As noted in the Application Record dated September 19, 2017 (the “Application Record”),
the Property is comprised of two adjoining six-story multi-unil apartment buildings that
consisted of a total of 110 units when I'N made the mortgage loans 1o the Respondents that
are the genesis of the interim receivership application. Eighty of these units were located in
345 Barber, and 30 units were (and stil! are) located in 347 Barber. Even though there are
two separate municipal addresses for this Property (345 Barber and 347 Barber), they operate
as one complex as the two buildings are connecled on every floor (except the basement) and
they share commen areas and facilitics (such as the lobby, laundry room, mailroom and the

one elevator). Of the 110 units, 30 units are to be used for affordable housing purposes
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12.

13.

pursuant to agreements with the City of Ottawa (the “City”) and the Ontario Ministry of
Housing (the “MOH™) as discussed further below.

As set oul in paragraphs 62 through 70 of the Affidavit of Cluis Sebben of FN swomn
September 19, 2017 in support of FN’s Application Record for the Appointment Order (the
“Sebben Affidavit”), the Respondents had planncd to convert 345 Barber to student housing.
As of the date of the Appointment Order, alternations to the building had been undertaken to
the lobby and the basement; however, work remains substantially unfinished and the units
unoccupied. As a result, the number of units in 345 Barber that are rentable remains uncertain
until an assessment is completed of the work completed to date and a course of action is

delermined for the units.

Due to both monetary and non-monetary defaults, FN {which holds the first mortgages over
the Property) applied to the Court for the appointment of an interim receiver in order to
stabilize the operations of the Property, improve the vacant units (o a condition where they
could be leased again, and reduce the 40% vacancy ratc to an acceptable level so that
sufficient revenues are generated to pay the operating and financing costs of the Property and

to repair the deficiencies identified at the Property (as detaited in the Application Record).

RECEIVER’S ACTIVITIES TO DATE

14.

The Receiver has undertaken the following activities in accordance with the terms of the

Appointment Order:

(a) Attended at the Property on the Appointment Date to inspect the apartment building,
inciuding its common areas, vacant units, service rooms, outside grounds, arcas of
access, etc., to ensure the Property was reasonably secure. As a result of this review,
the Receiver has directed the property manager to replace the current electronic fob
eniry system with secure keys that cannot be copied as it has proven even in the first

three weeks of the interim receivership to be unreliable;

(b) Posted a Notice 1o Tcnants on the deor of every unit at the Property, as well zs in the

common arcas. This notice, a copy of which is attached hereto as Appendix “B”,
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(d)

among other things informed the tenanis of the interim receivership and the address of
the Receiver’s website, and directed the tenants to pay all amounts payable under their

lease to CLV;

Ensured that the Property was adequately insured. The Receiver contacted the broker
who had placed the previous insurance on the Property and was advised that the
coverage for the Property was part of a larger policy that included properties owned by
the principal of GDH 10 and GDIT 11. The broker further advised that the insurer was
willing to provide coverage against he Property only through a new policy (cssentially
by extracting the Property from the larger policy) with the Receiver but at the same
rates as was being offered under the larger policy. The Receiver obtained details of the
coverage and the proposed costs and discussed the terms with its independent insurance
consultant who advised that the premiums were in line with market rates for similar
properties given the coverage limits and the risk level. As a result, the Receiver entered
into new insurance arrangements with the existing broker and insurer under a new

policy;

Contacted Chi Van Ho, the owner of GDH 10, GDH 11 and Chi Suites, on Septcmber
22,2017 to request access to all books and records related to the Property, Chi Suites
initially provided some utility and other invoices, as well as rent information, by e-
mail. It subsequently provided two boxes of records on September 27, 2017, which it
advised represented all records related to the Property that it could locate. The Receiver
copied all of these records, which included leascs for all of the tenants, but included

only minimal maintenance/repair/renovation records;
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(c)

®

(g)

(1)

()

()

(k)

Conlacted the utilily providers for the Property to advise of the interim receivership

and to set up new accounts;

Retained CLV as properly manager, CLV had been engaged by I'N prior to the
Appointment Date to attorn the rents for the Property, which it had commenced for the
month of September 2017. FN advised the Receiver (hat it selected CLV after
contacting three property management companics, two of which submitted proposals
both to attorn the rents and to act as property manager. ‘The Receiver oblained copics
of those proposals and, based on CLV’s proposed fee structure and CLV’s familiarity
with the Property (it acted as property manager for the Property priot to the purchase
by GDH 10 and GDH 11), the Receiver entered into negotiations resulting in the
execution of a Property Management Apreement dated September 29, 2017 to be
effective October 1, 2017;

[stablished two bank accounts in the Receiver’s name. The first account is the
Receiver's trust account and the second account is a property management account
established for the operation of the Property into which rent payments are deposited
and property-related disbursements are paid. The Receiver has sole signing authority

over both accounts;

Established a purchase order system with the property manager wherein proposed
disbursements exceeding a certain doflar limit require the Receiver’s pre-approval

before the property manager can proceed;

Established a webpage on the Receiver’s website to post all Court Orders, Receiver’s

reports and other important documents related to the interim receivership;
Arranged to register the Appomtment Order on litle for the Property;

Issued a Notice and Statement of the Receiver pursuant to subsections 245(1) and

246(1) of the BIA. A copy of this notice is attached hereto as Appendix “C”;
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(m)

m)

(0)

(p)

{q)

Worked with CLV to implement an inspection and regular maintenance program, by
qualified professionals, for all systems at the Properly (such as fire safety, emergency
generator, boiler heating, clectrical, dryer venting, elevator, and the roof). Where
signiftcant repairs are deemed required, CLV will review the proposed work with the

Receiver and obtain several competing quotes from qualified professionals;

In concert with CLV, reviewed and assessed the statis of the vacant units. As a result
of that review, twelve units were identified as capable of being restored to a rentable
condition in a relatively quick timeframe at minimal cost. The Receiver has instructed
CLV to obtain quotes for this work, and plans to proceed with repairs as soon as
possible. The remaining 33 vacant units are still being assessed, including whether the
proposed renovations intended to convert 343 Barber 1o student housing by adding
additional bedrooms to certain units meet local building codes and other requirements

(see paragraphs 12 above & 19 below);
Contacted the Canada Revenue Agency to oblain a new HST number for the Receiver;,

Making arrangements for a meeting of tenants to be held in order to further explain the

interim receivership and answer any questions;

Directed CLV to determine the extent of any rent arrears and take appropriate collection
measures. As of October 13, unpaid rent for October 2017 totaled $23,653 resulting in

a collection rate of approximately 53%;

Made arrangements for the coin boxes in the laundry machines to be re-keyed as neither
Chi Van Ho nor Chi Suites have been able to provide the keys to these machines. 1f
the coin boxes arc not re-keyed and emptied, they will clog up with coins rendering the

machines inaperable;
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(r) Permitted the re-tiling of the lobby area to be completed. The lobby is currently in a
state of renovation, and the re-tiling was approximately hal{-finished on the date of the
Appointment Order. Given that the contractor for the tiling work had already been
prepaid, and that the completion of the re-tiling would improve the value of the

Property, the Receiver agreed to the work being completed;

{s) Responded to questions and information requesis from a sales representative from
Century 21 Explorer Realty Inc., a real estate broker who had been engaged by the

Respondents prior to the Appointment Date to list the Property for sale;

(1) Retained Dickinson fo act as legal counsel in the event the Receiver requires

independent legal advice; and

(u} Responded to tenant and creditor inquiries.

CURRENT STATUS OF THE PROPERTY AND THE RECEIVER’S INTENDED
COURSE OF ACTION

15.

As at October 1, 2017, there were 65 occupied units (out of 110 original total units, but as
per above and below, a number of units in 345 Barber are not rentable until rcnovations are
complete) generating monthly rentat income of $50,655 (not including monthly affordability
payments payable by the City and the MOH, which are monthly subsidies paid in respect of
the affordable housing units). The Receiver estimates that the current monthly operating
costs of the Property (excluding financing costs) are approximately $31,000, not including
repair and maintenance costs, expenditures related to the renovation of the units, or Receiver
fees and disbursements (including legal fees). This estimate may change as additional

invoices are received from utilities and suppliers,

Page 10
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16.

17.

18.

19.

As discussed in paragraph 14(p) above, there are significant rental arrcars at the Property
(approximately 47% of rental payments due for October 2017). The Receiver suspects that
the high amount of arrears may be due to uncertainly surrounding the ownership of the
Property as a result of conflicting information tenants received from (he Respondents prior
to the date of the Appointment Order when FN attorned September rents. The Recciver has
directed CLV to fuily determine the cxtent of all arrears and take appropriate collcction

measures to collect any rental arrears.

There were 44 vacant units at the Property as at the date of the Appointment Order. This
number has since increased to 45 due to the eviction of one of the tenants on September 30,

2017.

As touched upon in paragraph 11 above, the Property is subject to a Municipal Housing
Project Facilitics Agreement with the City and a Provincial Contribution Agreement with the
Ministry which reguires that 30 of the units in the Property be used for alfordable housing
purposes. However, as at the date of the Appointment Order, only 21 units contain affordable
housing tenants. As a result of this breach (and others), the Ministry issued a Notice of
Breach fo GDH 10 on October 2, 2017 (a copy of which is attached hereto as Appendix
“D”). This followed a similar notice from the City dated September 21, 2017, attached
herete as Appendix “E”. The Receiver’s legal counsel is currently following up with the
Ministry to arrange for the remitlance of the alTordability payments for the 21 occupied units

to the Recetver,

Based on an inspection of the Property with CLV, the Receiver identified most of the vacant
units in various stages of renovation. In addition to the renovations to the basement and the
conversion of several basement apartments into student housing (see paragraph 66 to 68 of
the Sebben Affidavit), six other one-bedroom and two-bedroom units at 345 Barber were
in the process of being converted into two-, three- and four-bedroom apartments (units 202,
205, 601, 602, 705 and 708). In addition, as meniioned above in paragraph 12, extensive but
incomplete renovations had been made to the lobby ol 345 Barber. As sct out in the
Application Record, these renovations were undertaken without FN’s knowledge, consent,

or subsequent approval.

Page 11
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20.

21

As discussed above in paragraph 14(m), the Receiver and CLV identified 12 units that
require only minimal work to restore them (o a rentable condition. As sct out in paragraphs
12 and 19 above, other units have been completely gutted and will require substantial work
to restore them. Based on documentation provided at Exhibit 38 of the Sebben Affidavit,
which includes correspondence from the City regarding past stop work orders, some of the
renovations to the units may not meet building code or other requirements. The Receiver

will be investigating this matter [urther before deciding on a course of action for these units.

In addition to the incomplete renovations, there are other deficiencies with the Property as
identified in Pinchin’s Baseline Properly Condition Assessment (Exhibit 34 of the Sebben
Affidavit) and as noled by CLV. Thesc inclﬁded leaks in the roof, damage from the leaks
(including mold) in certain units on the sixth floor of 345 Barber, elevator issues, a
malfunctioning front door entry system (which as per discussed above in paragraph [4(a) is
being attended to), improperly performed renovations, and a lack of inspection and
maintenance records. As mentioned above in paragraph 14(m), the Receiver has directed
CLV 1o solicit quotations from various contractors and professionals to address the

deficiencies that have been identified.

STATEMENT OF RECEIPTS AND DISBURSEMENTS

22,

Attached hereto as Appendix “F” is the Interim Statement of Receipts and Disbursements
for the interim receivership for the period September 22 to October 13, 2017 (the “R&D™).
The R&D includes the rental receipts received into the property management account and
the disbursements made by the Receiver from its trust account. As of the date of this report,

no disbursements have yet been made for operating costs relating to the Property.
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RECEIVER’S REQUESTS

23, As described above, there is still substantial work required to stabilize the operations of the
Property, correct deficiencies, and restore the vacant units 1o a rentable condition in order to
reduce the vacancy rate to a more reasonable level. For thesc reasons, the Receiver requests

that the Court make an Order:
(a) cxtending the expiry date of the Interim Receivership until further order of this Court;
(b} approving the activities of the Receiver as described in this First Report;

(c) approving the Receiver’s Interim Statement of Receipts and Disbursements for the

period from September 22 to October 13, 2017: and

(d} such further and other relief as counsel may advise and this Honourable Court may

permit,
Al of which is respectfully submitted at Ottawa, Ontario this 17% day of Qctober, 2017.

DELOITTE RESTRUCTURING INC.,
solely in its capacity as the Court-appointed
Interim Receiver of certain real property of
Golden Dragon Ho 10 Inc. and Golden
Dragon Ho 11 Inc., and without personal or
corporate liability

Paul Casey, CPA, CA, FCIRP, LIT Hartley Bricks, MBA, CPA, CA, CIRP, LIT
Senior Vice-President Senior Vice-President
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Court File Ne, 17-73967

ONTARIO
SUPERIOR COURT OF JUSTICE

THE HONOURABLE ) FRIDAY, THE 22"
, |
. j ! )
JUSTICE (-7~ /{O\C:L:(M(:é ) DAY OF SEPTEMBER, 2017
BETWEEN:

FIRST NATIONAL FINANCIAL GP CORPORATION
Applicant

-and -

GOLDEN DRAGON HO 10 INC. and GOLDEN DRAGON HO 11 INC.

Respondents

APPLICATION UNDER Section 47 of the
Bankruptey and Insolvency Act R.S.C. 1985, C. B-3, as amended

APPOINTMENT ORDER
(Interim Receiver)

THIS APPLICATION made by First National Financial GP Corporation (the “Applicant”) for
an Order pursuant to section 47 of the Bankrupicy and Insolvency Act, R.S.C. 1985, ¢. B-3, as
amended (the "BI4"} appointing Deloitte Restructuring Inc, (“Deloitte™) as interim receiver (in
such capacity, the "Receiver") of certain property of Golden Dragon Ho 10 Inc. and Golden
Dragon Ho 11 Inc. (the “Respondents™) identified on the attached Schedule “A” (collectively,
the “Property”), and scaling Confidential Exhibil “42”, being an Appraisal Report of Juteau

Johnson Comba Inc. dated August 15, 2017, including Schedule “A” thereto, and Confidential
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Iixhibit “457, being the Agreement of Purchase and Sale dated August 31, 2017 (collectively, the
“Confidential Exhibits™) of the Affidavit of Christopher Sebben sworn September 19, 2017 (the
“Sehhen Affidavit™) from the public record until further Order of the Court, was heard this day

at 161 Elgin Street. Ottawa, Ontario,

ON READING the Sebben Affidavit and the Exhibits thereto, including the Confidential

23
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Exhibits, and on reading the Consent of Deloitte to act as the Receiver.z o v A mj Sebpungpracd

o g ST e [ o o .
‘ H feeedTa coon ,}e..() AN 2V (',(L/-G ) \"LV-Z .
SERVICE

| THIS COURT ORDERS that the time for service of the Notice of Application and the
Application Record is hereby abridged and validated so that this motion is propeely returnable

today and hereby dispenses with further service thereof.
APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 47 of the B84, Deloitte is hereby

appointed interim receiver of the Property,
RECEIVER’S POWERS

3. THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not
obligated. to act at once in respect of the Property and, without in any way limiting the generality
of the forcgoing, the Receiver is hereby expressly empowered and authotized 1o do any of the

folowing where the Receiver considers it necessary or desirable:

{a) to take possession of and excrcise control over the Property and any and all

proceeds, receipts and disbursements atising out of or from the Property:



(b)

{c}

(d)

(e}

()

to receive, preserve, and protect the Property, or any part or parls thercof,
including, but not limited to, the changing of locks and seeurity codes, the
engaging of independent security personnel, the taking of physical inventorics and

the placement of such insurance coverage as may be necessary or desirable;

to engage 10 engage contractors, tradespersons, quantity surveyors, consultants,
appraiscrs, agents, experts, auditors, accountants, menagers, including a property
manager, counsel and such other persons from time to time and on whatcver
basis, including on a temporary basis, (o assist with the exercise of the Receiver's

powers and duties, including without limitation those conferred by this Order;

to undertake any renovations and make any repairs to the Property necessary o
ensure the Property is well maintained and rentable and is in compliance with the

applicable laws and building codes;

to market available rental units, enler into new rental agreements or renew

expiring rental agrcements where applicable;

to receive and collect all monies and accounts now owed or herealier owing to the
Respondents in respect of the Property and to exercisc all remedies of the
Respondents in collecting such monics, including, without limitation, to enforce

any sccurity held by the Respondents in respect of the Property;

to cxceute, assign. issue and endorse documents of’ whatever nature in respect of
any of the Property, whether in the Receiver's name or in the name and on behalf

ol the Respondents, for any purpose pursuant to this Order:
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{h) to initiate, prosecute and continue the prosecution of any and all proceedings and
to defend all proceedings now pending or hereafter instituted with respect to the
Property and to settle or compromise any such proceedings, and the authority
hereby conveyed shall extend to such appeals or applications for judicial review

in respect of any order or judgment pronounced in any such proceeding;

(i) to report to, meet with and discuss with such aftected Persons (as defined below)
as the Receiver deems appropriate on all matters relating to the Property and the
receivership, and to share information, subject to such terms as to confidentiality

as the Receiver deems advisable:
(i to register a copy of this Order against title to the Property;

(k) to apply for any permits, licences, approvals or permissions as may be required by
any governmental authority in respect of the Property and any rencwals thereof
for and on behalt of and, if thought desirable by the Receiver, in the name of the

Respendents:

Q)] to take any sicps reasonably incidental to the exercise of these powers or the

performance of any statutory obligations,

and in cach case where the Receiver takes any such actions or steps. it shall be exclusively
authorized and empowered o do so, to the exclusion of all other Persons (as defined below),

including the Respondents, and without interference from any other Person.



S5
DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4, THIS COURT ORDERS that (i) the Respondents, (it} all of their current and former
directors, officers, employees, agents, accountants, legal counsel and sharcholders, and all other
persons acting on their instructions or behalf, and (iii) all other individuals, firms, corporations,
governmental bodies or agencies, or other entitics having notice of this Order (all of the
forcgoing, collectively, being "Persons” and cach being a "Person®) shall forthwith advise the
Receiver of the existence of any aspect(s) or portion(s) of the Property in such Person's
possession or confrol, shall grant immediate and continued access io the Property to the

Receiver, and shall deliver all such Property to the Receiver upon the Receiver's request.

5. THIS COURT ORDERS that all Persons shali forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind refated to the business or
aftairs ot the Respondents in respect of the Property, and any computer programs, compuier
tapes, computer disks, or other data storage media containing any such information (the
foregoing, collectively, the "Records") in that Person's possession or contral, and shali provide
to the Recciver or permit the Receiver to make, retain and take away copies thereof and grant to
the Receiver unfetiered access to and use of accounting, computer, software and physical
tacilities relating thercto, provided however that nothing in this paragraph 5 or in paragraph 6 of
this Order shall require the delivery of Recouds, or the granting of access to Records, which may
not be disclosed or provided to the Receiver due to the privilege altaching to solicitor-client

communication or due to statutory provisions prohibiting such disclosure.
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6. THIS COURT ORDERS that if any Records arc stored or otherwisc contained on a
computer or other electronic system of information storage. whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retricving and copying the
information as the Receiver in its diseretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Recciver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other system and
providing the Receiver with any and all access codes, account names and account numbers that

may be required to gain access to the information.
NO PROCEEDINGS AGAINST THE RECEIVER

7. THIS COURT ORDERS that no procecding or enforcement process in any court or
tribunal (each. a "Proceeding™), shall be commenced or continued against the Receiver except

with the written consent of the Receiver or with leave of this Court,

NO PROCEEDINGS AGAINST THE RESPONDENTS OR THE PROPERTY

8. THIS COURT ORDERS that no Proceeding against or in respect of the Respondents in
respect of the Property ot against the Property shall be commenced or continued except with the

wrilten consent of the Receiver or with leave of this Court and any and all Proceedings currently
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under way against or in respect of the Respondents in respect of the Property or against the

Property are hereby stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

9. THIS COURT ORDERS that all rights and remedics against the Respondents, the
Receiver, or alfecting the Property, are hereby stayed and suspended except with the written
consent of the Receiver or leave of this Court, provided however that this stay and suspension
does not apply in respect of any "eligible financial contract” as defined in the BIA, and further
provided that nothing in this paragraph shall (i) empower the Receiver or the Respondents to
carty on any business which the Respondents are not lawfully entitled to carry on, (i) exempt the
Receiver or the Respondents from compliance with stalutory or regulatory provisions relating {o
health. safcty or the environment, (iii) prevent the filing of any registration to preserve or perfect

a security interest, or (iv) prevent the registration of a claim for len.

NO INTERFERENCE WITH THE RECEIVER

10.  THIS COURT ORDERS thal no Person shall discontinue, fail to honour, alter, interfere
with, repudiate. terminate or cease to perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by the Respondents in respect of the Property, without

wrilten consent of the Receiver or leave of this Couwrt.
CONTINUATION OF SERVICES

1. THIS COURT ORDERS that all Persons having oral or written agreements with the
Respondents or statutory or vegulatory mandates for the supply of goods and/or services,

including without limitation, alf computer software, communication and other data services,

28



-8.

centralized banking services, payroll services, insurance, transportation services, uiility or other
services to the Respondents in respect of the Property are hereby restrained until further Order of
this Coutt from discontinuing, altering, interfering with or terminating the supply of such goods
or services as may be required by the Receiver. and that the Receiver shall be entitled to the
continued use of the Respondents® current telephone numbers, facsimile numbers, internet
addresses and domain names in respect of the Property, provided in each case that the normal
prices or charges for all such goods or services recetved afler the date of this Order are paid by
the Receiver in accordance with normal payment practices of the Respondents or such other
practices as may be agreed upon by the supplier or service provider and the Receiver, or as may

be ordered by this Court.
RECEIVER TO HOLD FUNDS

12, THIS COURT ORDERS that afl funds, monies, cheques, instruments, and other forms
of payments received or collected by the Receiver from and afler the making of this Order from
any source whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part in respect of the Property, whether in
existence on the date of this Order or hereafter coming inlo existence, shall be deposited into one
or more new accounts to be opened by the Receiver (the "Post Receivership Accounts") and the
monies standing to the credit of such Post Receivership Accounts [rom time to time, net of any
disbursements provided for hevein, shall be held by the Receiver to be paid in accordance with

the (erms of this Ovder or any further Order of this Court.
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EMPLOYEES

3. THIS COURT ORDERS that all employees of the Respondents shall remain the
cmployees of the Respondents until such time as the Receiver. on the Respondents’ behalf, may
terminate the employment of such employees, The Receiver shall not be liable {or any cmployee-
related liabilities, including any successor employer liabilities as provided for in, section
14.06(1.2) of the BIA, other than such amounts as the Recciver may specilically agree in writing
to pay. or in respect of its obligations under scctions 81.4(5) or 81.6(3) of the BIA or under the

Wuge FKarner Profection Program Act.

LIMITATION ON ENVIRONMENTAL LIABILITIES

14, THIS COURT ORDERS that nothing herein contained shall require the Recciver to
occupy or to take comtrol, care, charge, possession or management (separately and/or
collectively, "Possession”) of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute 1o 2 spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the cnvironment or
relating {o the disposal of wastc or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Enviromnental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Recciver from any duty to reporl or make disclosure imposed by applicable
Environmental Legislation. The Receiver shall not, as a result of this Ovder or anything done in

pursuance ol the Receiver's duties and powers under this Order, be deemed to be in Possession of
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any of the Property within the meaning of any Environmental Legislation, unless it is actually i

posscssion,
LIMITATION ON THE RECEIVER’S LIABILITY

5. THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a
result ol its appointment or the carrying out the provisions of this Order, save and except for any
pross negligence or wilful misconduct on its part, or in respect of ils obligations under sections
81.4(5) or 81.6(3) of the BIA or under the Wauge Earner Protection Program Act. Nothing in this
Order shall derogate from the protections aflorded the Receiver by section 14.06 of the BIA or

by any other applicable legislation.
RECEIVER’S ACCOUNTS

16, THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid
thetr reasonable fees and disbursements, in each case at their standard rates and charges unless
otherwise ordered by the Court on the passing of accounts, and that the Recetver and counsel to
the Receiver shall be entitled to and are hereby granted a charge (the "Recciver's Charge") on
the Property, as security for such fees and dishursements, both before and after the making of
this Order in respect of these proceedings. and that the Receiver's Charge shall form a fust
charge on the Property in priority to all security inlerests, trusts, lens, charges and
encumbrances. statutory or otherwise, in favour of any Person, but subject to sections 14.66(7),

81.4(4), and 81.6(2) of the BIA.

17. THIS COURT ORDERS that the Receiver and its legal counsel shall pass its accounts
from time to time, and for this purpose the accounts of the Receiver and its legal counsel are

hereby referred to a judge of the Ontario Superior Court of Justice.
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18, THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be

at liberty from time to time to apply reasonable amounts, out of the monies in its hands, against -

its fees and disbursements, including legal fees and disbursements, incurred at the standard rates
and charges of the Reeciver or its counsel, and such amounts shall constitute advances against its

remuneration and disbursements when and as approved by this Court.
FUNDING OF THE RECEIVERSHIP

19. THIS COURT ORDERS that the Receiver be at liberly and if is hercby cmpowered to
borrow by way of a revolving credit or otherwise, such monies from time to time as it my
consider necessary or desirable, provided that the outstanding principal amount does not execed
$500.000.00 (or such greater amount as this Courl may by further Order authorize) at any time,
at such rate or rates of interest as it deems advisable for such period or periods of time as it may
arrange, for the purpose of funding the exercise of the powers and duties conferred upon the
Receiver by this Order, including interim expenditures. The whole of the Property shall be and is
heteby charged by way of a fixed and specitic charge (the "Receiver's Borrowings Charge") as
security for the payment of the monies borrowed, together with interest and charges thereon, in
priority to all security interests, trusts, liens, charges and encumbrances, statutory or otherwise,
in favour of any Person, but subordinate in priority to the Receiver’s Charge and the charges as

set out in sections 14.06(7), 81.4(4), and §1.6(2) of the BIA.

20. THIS COURT ORDERS that neither the Receiver's Borrowings Charge nor any other
sccurity granted by the Receiver in connection with its borrowings under this Order shall be

enlorced without leave of this Couit.
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21, THES COURT ORDERS that the Receciver is al liberty and authorized to issuc
cerfificatcs substantially in the form annexed as Schedule "B" hereto (the “Receiver’s

Certificates") for any amount borrowed by it pursuant to this Order.

22, THIS COURT ORDERS that the monies from time to time borrowed by the Receiver
pursuant to this Order or any further order of this Court and any and all Receiver’s Certificates
evidencing the same or any part thereof shall rank on a pari passu basis, unless otherwise agreed

to by the helders of any prior issued Receiver's Certificates.

SERVICE AND NOTICE

23, THIS COURT ORDERS that the service of documents shall be made by way of an
ITTMI. link to the documents as posted by the serving party on cither the Case Website (set out
below) or if time does not permit, on the serving party’s own website, or as a PDF attachment
where the party serving the documents is unable to create an HTML link, with HTML. Links to
the website for cross-referenced documents already posted there (the “Protocol™), and such
service shall be valid and effective service, Subject to Rule 17.05 this Order shall constitute an
order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) of the Rules of Civil Procedure, service of documents in accordance with the
Protocol will be effective on transmission. This Court further orders that a Case Wehsite shall be
established  in  accordance  with the  Protocol with the following URL

“<wwiw.insolvencies.deloitte.ca/en~-ca/GoldenDragonHa 1 0- 11>,

24, THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Prolocol is not practicable, the Receiver is at liberty to serve or distribute this Order, any

other materials and orders in these proceedings. any nofices or other correspondence, by
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forwarding true copies thereof by prepaid ordinary mail, courier. personal delivery or facsimile
transmission to the Respondents’ creditors or other interested parties at their respective addresses
as last shown on the records of the Respondents and that any such service or distribution by
courier, personal delivery or facsimife transmission shall be deemed to be received on the next
business day following the date of forwarding thereof, or if sent by ordinary mait, on the third

business day after mailing,
GENERAL

25, THIS COURT ORDERS that the Receiver may from time to time apply to this Court

for advice and directions in the discharge ol its powers and duties hereunder.

26, THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from

acting as a trustee in bankruptey of the Respondents.

27. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal;
regulatory or administrative body having jurisdiction in Canada or in the United States to give
cffect to this Order and to assist the Recciver and its agents in carrying out the terms of this
Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of this
Court, as may be necessary or desirable to give effect 1o this Qrder or to assist the Receiver and

its agents in carrying out the lerms of this Order.

28. THIS COURT ORDERS that the Receiver be al liberty and is hercby authorized and
empowered 1o apply 1o any court, tribunal. regulatory of administrative body, wherever located,
for the recognition of this Order and for assistance in carrying out the terms of this Order, and

that the Receiver is authorized and empowered to act as a representative in respect of the within
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proceedings for the purpose of having these proceedings recognized in a jurisdiction outside

Canada,

29. THIS COURT ORDERS that the Applicant shall have its costs of this application, up to
and including entry and service of this Order, provided for by the terms of the Applicant’s
security or, if not so provided by the Applicant's security, then on a substantial indemnity basis
to be paid by the Recciver from the Respondents” estate, with such priority and at such time as

this Court may determine.

30.  THIS COURT ORDERS that any inicrested party may apply to this Court to vary or
amend this Order on not less than seven (7) days' notice to the Reeeiver and to any other party
likely 10 be affected by the order sought or upon such other notice, if any, as this Court may

order.

31, THIS COURT ORDERS that notwithstanding the commencement of the within
Application and the appointment of the Receiver, the Applicant shall be deemed to be protecling
its security, shall not be deemed to have resorted to realizing upon its security over the Property,
and the equitable right of redemption in respecl of the Applicant’s mortgages over the real

property of the Respondents identified on the attached Schedule *A” shall not be triggered,

32, THIS COURT ORDERS that the Confidential Exhibits shall be sealed. kept
confidential and not form part of the public record, but rather shall be placed, separate and apart
from alf other contents of the Court file, in a sealed envelope attached to 2 notice that sets out the

title of these proceedings and a statement that the contents are subject to a sealing order.
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33. THIS COURT ORDERS that the Conlidential Exhibits shall remain under seal until

{urther Order of the Court.

-15-
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ENTERED AT OTTAWA
INSCRIT A OTTAWA
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SCHEDULE “A™

THE PROPERTY

Golden Dragon 1o 18 Inc,

PIN

04213-0302 LT in LRO #4

Pescription: PART OF LOT 18 PLAN 43586 N/S CLARENCE STREET BEING PART [ ON

4R21669:0TTAWA, T/W RIGHT-OT-WAY AND EASEMENT OVER PART
LOTS 16,17 & 18 PLAN 43586 PT 3 PLAN 4R21669 AS IN OC699531. T/W
EASEMENT OVER PART LOTS 16,17 & [8 PLAN 43586 PART 4 ON 4R21669
AS IN OC699531. T/W RIGHT-OF-WAY OVER PART LOTS 16, 17 & 18 PLAN
43586 PART 2 ON 4R21669 AS IN 0C699531. $/T RIGHT-OF-WAY AND
EASEMENT OVER PART 1 ON 4R21669 IN FAVOUR OF PART LOTS 16, 17

& 18 PLAN 43586 PARTS 2.3 &4 ON 4R21669A8 IN OC69953 1.

Golden Dragon Ho 11 Inc.

PIN

04213-0303 LT in LRO #4

Description: PART LOTS 16,17 & 18 PLAN 43586 N/S CLARENCE STREET BEING PARTS

23 & 4 ON 4R21669; OTTAWA S/T RIGIIT-OF-WAY AND LASEMIENT
OVER PART 3 ON 4R21669 IN FAVOUR OF PART LOT 18 PLAN 43586
PART 1 ON 4R2166%9 AS IN 0C699531. S/T EASEMENT OVER PART 4 ON
4R21669 IN FAVOUR OF PART LOT 18 PLLAN 43386 PART 1 ON 4R21669 AS
IN 0OC699531. /T RIGHT-OF-WAY OVER PART 2 PLAN 4R21669 IN
FAVOUR OF PART LOT 18 PLAN 43586 PART | ON 4R216 69 AS IN
0C699531. T/W RIGHT-OI-WAY AND EASEMENT OVER PART 1 ON
4R21669 IN FAVOUR OF PART LOTS 16. 17 & 18 PLAN 43586 PARTS 2.3 & 4

ON 4R21669 AS IN OC699531.
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SCHEDULE “B"

RECEIVER CERTIFICATE

CERTIFICATENO.
AMOUNT §
I. THIS IS TO CERTIFY that Dcloitte Restructuring Inc., the interim receiver (the

“Receiver”) of the real property of Golden Dragon Ho 10 Inc. and Golden Dragon Ho 11 Inc.
identified on Schedule “A” 1o the Appointment Order of the Ontario Superior Coutt of Justice
(Commercial List) (the “Court”) dated the 22™ day of Scptember, 2017 (the “Order”™) made in
an action having Court {ife number _ has received as such Receiver from the holder
ol this cerificaic (thc “Lender”) the principal sum of § | being part of the total
principal sumof§ _ which the Receiver is authorized to borrow under and pursuant to

the Order.

2, The principal sum evidenced by this certificate is payable on demand by the Lender with
interest thereon calculated and compounded monthly not in advance on the ist day of each
month afler the date hereof at a notional rate per annum cqual Lo the rate of two per cent above

the prime commercial lending rate of Royal Bank of Canada [rom time to time.

3. Such principal sum with interest thereon is, by the terms of (he Order, together with the
principat sums and inlerest thereon of all other certificates issucd by the Receiver pursuant to the
Order or to any further order of the Court, a charge upon the whole of the Property, in priority to
the sceurity interests of any other person, but subject to the priority of the charges set out in the
Order and in the Bewkrupicy and Insolvency Act, and the right of the Receiver to indemni {y itself

out of such Property in respect of its remuneration and expenses.

4. All sums payable in respect of principal and interest under this cerlificate are payable at

the main office of the Lender at Toronto, Onlario.

5. Until all liability in respect of this certificate has been terminated, no certificates creating
charges ranking or purporting o rank in priority to this certificaic shall be issued by the Receiver
to any person other than the holder of this certificate without the prior written consent of the

holder of this certilicate,

38
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-18.

6. The charge securing this certificate shall operate so as to permit the Receiver to deal with
the Properly as authorized by the Order and as authorized by any further or other order of the

Court.

7. The Receiver does not undertake, and it is not under any personal liability. to pay any

sum in respect of which it iay issue certificates under the terms of the Order.

DATED the _ dayof , 20

DELOITTE RESTRUCTURING INC., solely in
its capacity as Receiver of the Property, and not
in its personal or corporate capacity

Per:
Name:
Title:
Per:
Name:

Title:
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Deloitte Restructuring Inc.

Bay Adelaide East Tower

22 Adelaide St West, Suite 200
Teronto ON, M5H 0AS

Canada

NOTICE TO TENANTS Tei: 416-775-8846
Fax: 416-601-6650
www . deloitte.ca

Tes: Current Tenants of 345 and 347 Barber St., Ottawa
(formerly known as 345 and 347 Clarence S1)

On September 22, 2017, Deloitte Restructuring tne. was appointed as interim receiver (the “Receiver™) of
certain real property of Golden Dragon Ho 10 Inc. (“GDH 10™) municipally known as 347 Barber St.
Ottawa, Ontario (formerly known as 347 Clarence St.. Ottawa) and of certain real property of Golden
Dragon Ho 11 Ine, {“GDH 117} municipally known as 345 Barber St. Ottawa, Ontario (formerly known
as 347 Clarence St.. Ottawa). pursuant to an Order of the Superior Court of Justice (“Interim
Receivership  Order™. Please  contact the undersigned, or  visit  our website at
www.insolvencies.deloilte.ca/en-ca/GoldenDragonHo10-11 to access a copy of the Interim Receivership
Order,

Until further written notice from the Receiver or the Court, your rent for 345 Barber Street or 347 Barber
Street and any other amounts payable by you under your lease for 345 Barber Street or 347 Barber Street
{coliectively, the “Rents™) must continue 1o be paid to CLLV Group Inc. (“CLV™), Property Managers, in
accordance with the terms of your Icasc, tenancy or other occupation agreement for 345 Barber Strect or
347 Barber Street with the fandlord or any person acting under the landlord's behalf, and in accordance
with the Notices of Attornment of Rent recently delivered by CLV  Any payment to any party other than
CLV will not absolve vou of your rent obligations.

The Recetver will be convening a tenants” meeting at which lime you may ask any questions you have
concerning the status of the 345 Barber Street, 347 Barber Street and the interim receivership. You wiil
be advised of the time and location of the tenants® mceting once it has been arranged.

Allached to this letter is a form that we will require from each tenant with respect to their tenancy at 345
Barber Street and -347 Barber Street. Kindly fill out the required information prior to the meeting and
bring it with you. Il you are unable to print this document. copies will be made available at the meeting.

1
Should you have any questions, or are unablc to attend the tenants’ meeting please contact either of the
foHowing individuals: Julie Haghiri at 416-607-1341 or jhaghiri@@deloitte.ca or facqui Hoppin at 613-751-
5289 or jhoppin{@deloille.ca.

DATED at Ottawa, Ontario, the 22 day of September, 2617,

DELOTITTE RESTRUCTURING INC.
in ity capacity as Interim Receiver of the
certain of the real property of

Golden Dragon Ho 10 Inc. and

Golden Dragon Ho 11 Ine.

and not in its personali capacity

P

. . s -
Per: . 4}_{}}_ )/\‘ . K e

Jahe Saunders, CPA, CA, CIRP, LI'T
Yeniar Vice President
Deloitte Restructuring Tne.
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Dhstrict ol Ontario
Division: 12-Ottawa
Court No.:17-73967
Estatc No.:

FORM 87
Notice and Statement of the Receiver

(Subsections 245(1) and 246({1) of the Act)

The Interim Receiver gives notice and declares that:

1.

On the 22 day of September, 2017, Deloitte Restructuring Inc. (“Deloitie™), became the interim receiver of the
property of Golden Dragon Ha 10 Inc. (“GDH 10”) and Golden Dragen o 11 Inc. (“GDH 11} that is described
below:

Other Rent Receivable $44.538%
Rex! Property Building and !and $10,675,000%
346 Barber Street and 347 Barber Strect, Ottawa, ON

(*) - Based on information compiled by the Compeany. Deloitle has not audited, reviewed, or otherwise attemnpted
to verify the accuracy or completeness of the information and, accordingly, Deloitte expresses no epinion or other
form of assurance on the information comtained herein.

Deloitte became Interim Receiver by having taken possession and/or control of the property described above by
virtue of being appointed by First National Financial GP Corporation, pursuant to mortuages over 345 Barber Street
and 347 Barber Street in Ottawa, Ontario.

The undersigned commenced the excrcise of its power in respect of that appointment onthe September 22, 2017.

The following imformation relates to the receivership:

(a) Address: 384 Bank Smect, Ouawa. ON. K2P 1Y4
(b) Principal line of business: Residential rentals
(c) Location(s) of business: 345 Barber Street and 347 Barber Strect Ouawa. Ontario K IN §W2

(d) Amounts owed to each creditor who helds 2 security on the property described above:

First National] Financial GP Corporation $8.361,336
First National Financial GP Corporation 51
Liakona Mortgage Investment Corporation $2,900,000
Romspen Investment Corporation, as Trustee Unknown

(e} The list of creditors and amounts owed to each creditor as follows:

Unsecured

Hydro Ottawa 51
Waste Connections of Canada Inc. 54,262
Thyssenkrupp Elevator (Canada) I.imited $4.487
Douglas Fire Safety Systems Lid. 51,175
General Fire Protection e, 3737
Enbridge 53,971
City of Ottawa (Water and Sewer) $5,354
Bin There Dump That 497

{f) The intended pian ofaction of the inesimreceiver during the interim receivership. to the extent that such a plan has
been determined, is as follows: The Foterim Receiver will preserve the property. take control of receipis and
dishursements. collect the renis, and undertake a repair and maintenance program to siabilize the properties in
order 1 increase occupancy.



District of: Ontano
Division: 12-Ottawa
Courf No.:17-73967
Estate No.:

(gy Contact person for receiver:

Julie Haghiri

Deloitte Restructuring Inc.

22 Adelaide Street West, Suite 200
Toronto, ON M35H 0A9
Telephone: 416-607-1341

Fax: 416-601-6690

Dated at Toronto, ON. this 29% day of September, 2017,

DELOITTE RESTRUCTURING INC.

in its capacity as Interim Receiver of the
certain of the real property of

Golden Dragon Ho 10 Inc. and

Golden Dragon Ho 11 Inc.

and not in its personal or corp?rale capacity

Lo

A - ’ ‘o 5
. S / s 5o
ber TRl éy 4 UL

Hartley Bricks. CPA, €A, CIRP, LTT
Senior Vice President

43
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Ministry of Housing Ministere du Logement

Housing Programs Branch Direction des programmes de

logement
777 St.. 14 Fiey 777, rue Bay, ‘1_4‘? étage
By o s Toronto (Ontaric) MSG 2E5
Tel: 416 585-7172 Tel.. 4165857172
Fax: 416 585-6585 Télécop!eur 1416 535-7003

October 2, 2017

Golden Dragon Ho 10 Inc.

c/o Chi Van Ho

532 Montreal Road, Suite 110
Ottawa, ON K1K 4R4

Dear Mr. Ho:

Re: Notice of Breach — 347 Clarence Street, Ottawa (Golden Dragon Ho 10 Inc.)

The Minister of Housing has recently been notified by the City of Ottawa of numerous breaches
by Golden Dragon Ho 10 Inc. {GDH 10) of the Municipal Housing Project Facilities Agreement
("MHPFA"), between GDH 10 and the City of Ottawa, dated March 3, 2008, respecting the 347
Clarence Street property, now knawn as 347 Barber Sireet. Paniculars of the breaches are set
out in the City of Ottawa’s letter to you, dated September 21, 2017.

The Minister of Housing has also recently been notified by First National Firancial GP
Corporation (First National) that the two First National mortgages on 347 Clarence Sirest are in
default. Those defaults relate to monetary and non-monetary provisions of the mortgage.

Particulars of the defaults are set out in the morigagee’s letter sent to you, dated August 17,
2017.

| am writing on behalf of the Minister of Housing to inform you that these defaulis constitute
breaches under the Provincial Contribution Agreement (PCA}.

Under section 3.4 of the PCA, "The Proponent shail not at any time during the term of this
Agreement breach any coniribution agreement respecting the Project that it has entered into
with an entity included in Contributions by Others. including any municipal capital facifity
agreement made pursuant to section 110 of Municipal Act, 2001 and shall not, through any
breach cn its part, cause such other entity to terminate a contribution agreement for cause. The
Proponent agrees that a breach by it of any such contribution agreement, that has not been
corrected, shall constitute a breach of this Agreement.”

In additior. under section 2.9 of the PCA. “The Propcnent shall use the monthly Affordability
Payment to contribute towards the principal and interest payment incurred by the Proponent in
connection with the Proponent’s permanent financing obligations for the Project, following the
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completion of construction.” Section 6.11 of the PCA provides that: “The Affordability Payment
shail be paid by the Minister to the Proponent in monthiy instalments over a twenty (20) year
term, commencing as of the Interest Adjustment Date, provided the Propanent has complied
with the requirements of this Agreement.”

Under section 5.3(a) of the PCA, the provision of funding by the Minister is subject to the
Proponent being in good standing under any MCFA. The correspondence from the City of
Ottawa indicates that GDH 10 is in breach of the MCFA. In addition, under section 5.3(e) of the
PCA, the provision of funding by the Minister is subjeci to the Propanent being in good standing
under all of the Permitted Encumbrances. The two mortgages in favour of First National are
Permitted Encumbrances under the PCA. There is also an Assignment between First National
and Quex Property Corporation, your predecessor on title, which you assumed and under which
the Affordability Payments are assigned to the Lender {First National). effective upon and during
a mortgage default by the Borrower.

The Minister has also been advised that First National brought an Application for an interim
receiver. The Application was granted on September 22. 2017. Under section 10.1(c) of PCA,
if the receiver’'s appointment is not vacated within thirty (30) days, the Proponent shall repay the
Minister the principal amount of the loan, together with accrued interest and threa {3) months
bonus interest, and the Minister may reduce or terminate the Affordability Payments or may
require the Proponent to pay back such Affordability Payments as the Minister may determine.

in accordance with the PCA and the Assignment, please be advised that as of September 11,
2017, Affordability Payments by the Province were not paid to GDH 10, as it is in breach of the
PCA. The payments will be redirected and paid to First National until there are no longer any
breaches under the PCA and the PCA is back in geod standing.

The Minister has aiso been advised that a review of the rent rolls for 347 Clarence Street, from
June to September 2017, has revealed that fewer than thirty (30) units are being cperated as
affordable housing. Since the Affordabifity Payments are based on funding thirty (30) units, the
Ministry will need to determine whether excess paymeants have been made, and if so, determine
any appropriate action to recover excess payments.

This letter constitutes notice under section 10.2 of the PCA, which provides that: “In the case of
a default that can be corrected, the Proponent shall not be required to make any payment of
principal and interast on the principal amount of the Loan and the Minister shall not reduce or
terminate the Affordability Payment or require the Proponent to pay back such Affordability
Payments as the Minister may determine pursuant to section 10.1, unless:

a) The Minister has delivered to it writter: notice of the Proponent's breach of the
Agreement; and

b} The Proponent has not corrected the said breach within twenty (20) Business Days
following its receipt of the said notice or such longer period as may be determined by the
Minister in his sole and absolute discretion.”

If the defaults are not corrected within twenty (20} Business Days of receipt of this notice, the
Minister may reduce or terminate the Affordability Payments or require Affordability Payments to
be paid back.
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As the Proponent. GDH 10 should keep the Minister informed of any breaches under the PCA,
as well as efforts to correct breaches under the agreement. Please provide all relevant Updates

in writing to Jason Cocke, Account Manager, Housing Programs Branch, Ministry of Housing
(Jason Cooke@ontario.ca).

Please do not hesitate to contact me at the Ministry of Housing if you have any questions or
concerns about this notice.

Sincerely,

Brent Whitty

4
Manager, Housing Pfograms Branch
Ministry of Housing
777 Bay Street, 14% Floor
Toronto. ON M5G 2E5
Telephone: 416-585-7172
Emait: Brant Whitiv@ontario.ca

C: Shelley A. Vanbuskirk, Director. Mousing Services, City of Ottawa



Appendix “E”



(@ﬁma

September 21, 2017

Golden Dragon Ho 10 Inc.
¢fo Chi Van Ho

532 Montreal Road, Suite 110
Ottawa, ON K1K 4R4

Dear Mr. Ho:
Re: Notice of Breach — 347 Clarence Street, Ottawa (Golden Dragon Ho 10 Inc.)

The City of Ottawa was recently notified by First National Financial GP Corporation (First
National) that the two First National mortgages on 347 Clarence Street, now known as 347
Barber Street, Ottawa are in default. Those defaults relate to monetary and non-monetary
provisions of the mortgage. Particulars of the defaults are set out in the mortgagee's letters
that were recently sent to you.

Accordingly, | am writing on behalf of the City of Ottawa to inform you that these defaults
are also breaches under the Municipal Housing Project Facilities Agreement (“MHPFA™),
that Golden Dragon Ho 10 ("GDH 107) signed with the City of Ottawa on March 8, 2016 for
the 347 Clarence Street property. The breaches of the MHPFA are outlined below.

Section 18 of the MHPFA prohibits “the assignment or transfer of the Agreement or any of
its responsibilities, rights or obligations under this Agreement without the prior written
consent of the City, which may be withheld.” However, the City has been advised that
Golden Dragon He 10 and 11 ("GDH 10" and “GDH 11”) were working on a Proposed Share
Purchase Agreement, which would effectively assign GDH 10’s rights under this agreement.
To do so without prior written consent from the City would constitute a default under
Sections 18 and 23 of the MHPFA.

Section 31 of the MHPFA requires the Housing Provider to provide the City with annual
reports including a management representation report, a report on compliance with this
agreement prepared by an auditor and audited financial statements. Despite repeated
requests from the City, you have failed to do so which constitutes a default under Sections
12(2) and 31 of the MHPFA,

Pursuant to Section 36 of the MHPFA, GDH 10 is required to maintain the interior and
exterior of the building and to repair the Project as necessary. However, inspections of the
property conducted on August 9, 2017 and September 11, 2017 revealed a number of
deficiencies in the roof systems, wall systems, balcony systems, elevator systems, interior
finishes, and site features. This constitutes a default under Sections 36, 37 and 69{1)(d} of
the MHPFA.,

Under the MHPFA, GDH 10 is responsible for renting all project units and permitting their
occupancy in accordance with the MHPFA which requires a minimum of 30 units within the
project be rented as affordable housing unit. However, a review of the rent rolis from June

H City of Gtiawa Vilie ' Ottawa
Shap ing ourf wture tOgether Community and Sociat Services Department Département des services soclaux et communautairas
Ensemble, formons notre avenir Heusing Servicas Branch Direction du Jogement
100 Conslellalion Crestent, 5 Floar East 100, craissant Consteltation, 8¢ élzne Est
Oitawa, Ontario K2G 5J8 Ottawa {Ontario} K2G 5J8
Tel: (613) 580-2424 Fax: (613) 580-2648 18); (613} 580-2424 tBléc: (613) 580-2648

wwiv.olawaca wvw.ollawa.ca
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to September 2017 has revealed that many fewer than 30 units are being operated
pursuant to the requirements of Sections 19, 20 and 21 of the MHPFA. This constitutes a
defaulf under the MHPFA.

The City has also been advised that GDH 10's property insurance for 345-347 Clarence
properties was cancelled as of July 9, 2017. This constitutes a violation of Sections 44 and
45 of the MHPFA.

The City consented to the registration of the second charge mortgage to MHO on condition

that the monthly affordability payments be applied to the principal amount owed by GDH 10.
This failed o occur as of July 31, 2017 and in fact no mortgage payments have been made

since that date. This constitutes a default under Sections 59 and 60(2) of the MHPFA.

The City has also been notified that Golden Dragon Ho 11 granted a second mortgage
against the property at 345 Clarence. This constitutes a direct violation of Section 60(1) of
the MHPFA,

Subsection 69(1)b) of the MHPFA provides that the failure of GDH 10 to fulfill its obligations
under this agreement constitutes a breach of this agreement. Subsection 69(1)d) of the
MHPFA provides that the failure of Golden Dragon Ho 10 Inc. to manage the project
adequately, as a prudent landlord would also constitutes a breach. Further, the City is in
receipt of a Notice of Application for Interim Receiver which is to be heard Friday
September 22, 2017. The issuance of a Court Order granting the interim receivership would
constitute an act for the benefit of creditors subject to the provisions of the Bankruptcy and
Insolvency Act which, as set out in Subsection 69(1)a) of the MHPFA also constitutes a
breach of the agreement. Accordingly, should the Application be granted, Golden Dragon
Ho Inc. will also be in breach of the agreement pursuant to Section 69(1)a) effective the
date any such Order is issued.

This letter constitutes notice under Subsection 70(3) of the MHPFA, which provides that:
“The City shall give the Housing Provider written notice of any breach, specifying
particutars, and if the Housing Provider does not remedy or commence remedying the
breach to the City's satisfaction, in its sole discretion, within thirty {30) days from the date
the notice is delivered, the City may exercise the remedies set out in subsection (1).”

if the defaults are not corrected within 30 Business Days of receipt of this notice, the City
may terminate the Housing Provider's rights under the Agreement or require the Housing
Provider to pay to the City the entire amount of the benefits conveyed under the Agreement,
in the amount of §1,278,054 together with any applicable costs and interest or any other
remedies available to the City pursuant to Sections 27 and 70 of the MHPFA.

As Housing Provider, GDH 10 should keep the City informed of any breaches under the
MHPFA, or any other contribution agreement with the Minister, as well as efforts to correct
breaches under the agreement. Please provide all relevant updates in writing to Lisa
Goodfellew, Program Manager, Housing Services, City of Ottawa.
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Please do not hesitate to contact me at the City of Ottawa if you have any questions or
concerns about this notice.

Sincerely,

J Cid 157 Ol[.'b{"iu

Shelley A. Vanbuskirk

Director, Housing Services

City of Ottawa

100 Constellation Drive, 8™ Floor E
Ottawa, ON K2G6J8

Telephone: 613-580-2424 ext. 16366
Email: Shelley. Vanbuskirk@ottawa.ca



Appendix “F”



In the Matter of the Interim Receivership of certain real property of
Golden Dragon Ho 10 Inc. and Golden Dragon Ho 11 Inc.
Interim Receiver's Statement of Receipts and Dishursements
For the period September 22, 2017 to October 13, 2017

Receipts
Rent $ 55,274
Total Receipts 55,274
Disbursements
Filing fees paid to Official Receiver 70
GST/HST Paid 36
Postage 21
Other 284
Total Disbursements 411

Excess of Receipts and Disbursements $ 54,863
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