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INTRODUCTION

1. Pursuant to an Order (the “Appointment Order”) of Justice Campbell of the Ontario
Superior Court of Justice (Commercial List) (the “Court”) dated September 27,2011 (the
“Appointment Date”), Deloitte & Touche Inc. (“Deloitte”) was appointed as receiver and
manager (the “Receiver”) of all of the current and future assets, undertakings and
properties of Rose of Sharon (Ontario) Retirement Community (“Ros é”). A copy of the

Amended and Restated Appointment Order is attached hereto as Appendix “A”.

2. Rose’s principal asset is a 12 storey building located at 15-17 Maplewood Avenue,
Toronto, Ontario (the “Property”) which is comprised of a 60 bed long-term care facility
located on floors 4 through 6 (the “Nursing Home™) and 90 life-lease units located on
floors 2, 3 and 7 through 12 ( the “Life-Lease Residenece”).

3. On December 23, 2011, Justice Wilton-Siegel granted an Order (the “December 23
Order”) approving (i) the Receiver’s activities from the Appointment Date to December
8,2011, including the Receiver’s pre-receivership activities; (ii) the Receiver entering into
a Management Agreement with Assured Care Consulting Inc. (“ACC”) for the
management of the Nursing Home; (iii} the Receiver entering into a Property
Management Agreement with Sterling Silver Development Corporation, through its
division Sterling Karamar Property Management (“Sterling™), for the provision of
management services for the Property other than the operations of the Nursing Home; and
(iv) the fees and disbursements of the Receiver and those of its counsel. In support of the
December 23 Order, the Receiver submitted its First Report to the Court dated December

12,2011 (the “First Report”). A copy of the First Report, without appendices, is attached
hereto as Appendix “B”.

4. On December 27, 2012, Justice Brown granted an Order (the “December 27 Order™) that
(i) lifted the stay of proceedings provided for in the Appointment Order to enable Trisura
Guarantee Insurance Company (“Trisura’) to continue with a Construction Lien Action

(as defined in the December 27 Order} commenced by Mikal-Calladan Construction Inc;



(ii) set the Construction Lien Action down for trial in accordance with Section 37(1)2 of
the Construction Lien Act; (iii) set aside the noting of default of Rose in the Construction
Lien Action; (iv) set aside the Default J ﬁdgement dated September 29, 2011 against Rose
in the Construction Lien Action; (v) ordered that the issues of liabilities, timeliness and
quantum in the Construction Lien Action be determined in a Reference before a Master;
(vi) ordered that the issues of the priority of the construction lien vis-3-vis any other
encuimbrance shall be determined by a Judge of the Commercial List in these receivership
proceedings; and (vii) ordered that Trisura pay costs to the Receiver in the amount of
$4,000. In support of the December 27 Order, the Receiver submitted its Second Report to
the Court dated Decemberrlél, 2012 (the “Second Report™). A copy of the Second Report,

without appendices, is attached hereto as Appendix “C”. A copy of the December 27
Order 1s attached hereto as Appendix “D”.

In the First Report, the Receiver outlined the history and status of the Property, including
the Life-Lease Residence. In that report, the Receiver advised the Court that it required
further time to accumulate and analyze information on the Life-Lease Residence,
including obtaining documents from purchasers of Life-Lease Residence units (“Life-
Lease Units”), before it would be in a position to make decisions in respect of the
Property and, in particular, formulate a plan to deal with the Property, and provide the

Court with its recommendations thereon.

While the Receiver had intended to report this information to the Court by the end of
February 2012, in view of: (i) the amount of information received, (ii} the lack of quality
of that information in many instances which necessitated follow-up by the Receiver, (iii)
the complexity of the issues relating to the Life-Lease Residence which required the
Receiver’s and its counsel’s further consideration, and (iv) time required by Rose’s first

secured creditor to consider its position, it has taken the Receiver additional time to file

this report with the Court.

As is set out in this Third Report to the Court (the “Third Report™), the Receiver has

now completed a detailed analysis of the Life-Lease Residence including obtaining
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information regarding substantially all of the units therein from the purchasers of the Life-
Lease Units or other stakeholders. The Receiver has also obtained an appraisal of the

Property and has reviewed proposals the Receiver sought from real estate brokerages and )

real estate advisory firms.

The First Report and this Third Report set out the various interests, and effectively claims,
that different parties have to the Life-T.ease Units, including the first secured creditor,
subsequent mortgagees/secured creditors, purchasers of the Life-Lease Units or lenders to
purchasers of the Life-Lease Units. In order to proceed with its administration of the
receivership, the Receiver is of the view that it is now necessary to establish which
party/parties has/have the primary interest(s) in all of the Life-Lease Units. As set out
later herein, the Receiver is seeking the direction of the Court in that regard.

Peoples Trust Company (“Peoples™) has advised the Receiver that it will be making an
application to the Court for an Order declaring that, inter alia, Peoples’ security over the

assets of Rose has priorily over the interests of all parties in the Property including the 50
Life-Lease Units.

The purpose of this Third Report is to provide the Court with an update on the Receiver’s

activities to December 31, 2012 and, in particular, to:

a) provide the Court with more detailed information concerning the Life-Lease

Residence includiﬁg information on individual Life-Lease Units;

b) provide the Receiver’s position on interests in 27 of the 90 Life-Lease Units (the
Arm’s Length Units as defined below) and the 1 Arm’s Length — Abandoned Unit
(as defined below) and to seek the advice and divection of this Court with respect
to determining any and all claims by holders of these 27 Arm’s Length Units and
1| Armm’s Length — Abandoned Unit (collectively, the “Arm’s Length Unit
Holders”) against their 28 Life-Lease Units and the Property and/or the proceeds
of sale of their 28 Life Lease-Units, as well as any claims of any tenants of these

28 Am’s Length Units (the “Arm’s Length Tenants”) and specifically



d)

g)

h)

determining (i) the quantum and classification of any amount advanced or paid by
or on behall of these Arm’s Length Unit Holders and Arm’s Length Tenants
(collectively, the “Arm’s Length Claimants™) to Rose, whether by way of
secured loan, unsecured loan, gift, deposit or otherwise and whether evidenced by
promissory note, loan agreement, or other contract of debt or obligation (the
“Arm’s Length Claims™) and (ii) whether or not the Arm’s Length Claims are
subordinate in priority to the first mortgage registered against title to the Property
(the “Construction Mortgage”) held by Peoples;

seek an order appointing representafive counsel for the Arm’s Length Claimants
with respect to the Arm’s Length Claims, and with respect to the issue of the
priority between the Construction Mortgage and the Arm’s Length Claims;

provide the Receiver’s position on priority regarding interests in the remaining 62
Life-Lease Units (the Remaining Units as described below), and to seek the advice

and direction of the Court with respect to priority regarding the interests in the 62
Life-Lease Units;

provide the Court with the results of the Building Audit Report obtained by the

Receiver;

provide the Court with the status of the conversion of the Nursing Home and Life-

Lease Units fo condominiums;

seek the Court’s direction to Korean (Canada) Credit Union (“KCU™) to pay to

the Receiver an amount equal to the funds that were to the account of Rose as at

the Appointment Date;

seek an increase in the limit of the Receiver’s borrowings from $500,000 to

$1,500,000;



1) seek the Court’s approval of the Second Report and this Third Report and the

actions and activities of the Receiver from December 9, 2011 to December 31,

2012;

1y seek the Court’s approval of the Receiver’s Interim Statement of Receipts and
Disbursements for the period September 27, 2011 to December 31, 2012;

k) seek the Court’s approval of the Receiver’s fees incurred for the period November

16, 2011 to December 31, 2012; and

1) seek the Court’s approval of the fees of Gowling Lafleur Henderson LLP
(“Gowlings”) and Blaney McMurtry LLP (“Blaneys”) as detailed more fully

herein.

11.  Capitalized terms not defined in this Third Report are as defined in the Appointment

Order, the First Report or the Second Report. All references to dollars are in Canadian

currency unless otherwise noted.

TERMS OF REFERENCE

12.  In preparing this Third Report, the Receiver has relied upon records of Rose and audited
and unaudited financial information prepared and/or provided by Rose, its accountant,
ACC and Sterling. In addition, the Receiver has relied upon information provided by
purchasers of Life-Lease Units (“Unit-holders”), or parties claiming to have a direct or

indirect financial interest in Life-Lease Units.
13.  In particular, the information reviewed by the Receiver has included:

a) books and records of Rose, including information contained in Rose’s computer

records;
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b) documents provided directly to the Receiver by Unit-holders, pursuant to

correspondence to those Unit-holders by the Receiver;

¢} meeting(s) with individuals who requested to meet with the Receiver including
Mr. Vern Heinrichs of Vace Investments Inc. (“Vace™) (see paragraphs 128 to

140) and Mr. Leon Hui of TWOK Corporation (See paragraph 52 as well as 80 and
81); and

d) documents provided by Mr. John Yoon, the former CEO of Rose.

The Receiver has compared certain information contained m Rose’s records to
information that has been provided by Unit-holders. While the Receiver has reviewed
certain information for reasonableness, the Receiver has not performed an audit or other

verification of information that is contained in Rose’s records or that has been provided to

the Receiver and expresses no opinion thereon.

The Receiver has sought the advice of Gowlings, counsel to the Applicant, for general
legal matters that have arisen in respect of the receivership. Where the Receiver has

required independent legal advice, the Receiver has sought the counsel of Blaneys.

RECEIVER’S OBSERVATIONS

16.

17.

18.

The Rose of Sharon project (the “Project”} was conceived with good intentions, namely,
the creation of a “community” where older members of Korean heritage could live with

other Korean community members and, if health issues arose, be provided with access to

a nursing home in the same building.

Notwithstandimg those good intentions, the development and construction of the Project

has been fraught with numerous issues that eventually led to these receivership

proceedings.

Since its inception, the Project has been set back by delays of one form or another. From

the initial approval for bed licences in 1990, to the Property being purchased six years
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20.

21.

22.
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later in 1996, to construction commencing ten years after that in 2006 and to construction

only being completed in 2010, the Project has been beset by numerous setbacks and

delays.

While certain of those issues will be addressed in this Third Report, it appears to the
Receiver that once the decision was made to proceed with construction of the Project, the
stakeholders in the Project, be it Rose’s Board of Directors, those involved with .the
design and physical construction of the Project, or other parties having a financial stake in
the success of Rose, proceeded to ensure that the Project would be completed, regardless

of issues they may have knowingly or unknowingly created and the disputes that arose

along the way.

In particular, the Project was under-capitalized when construction commenced, in that
Rose’s records indicate that there was only approximately $300,000 donated to support
construction of the Project. This lack of equity in the Project became exacerbated when
members of the Korean community do not appear to have supported the Project through
the purchase of Life-Lease Units. Further, it appears that when Rose and other financial
stakeholders realized that the proceeds from Peoples’ construction loan (the
“Construction Loan”) and the deposits from sales of the Life-Lease Units would not be
sufficient to complete construction of the Project, decisions were made to obtain funds
and settle Rose’s “liabilities” in a manner that was, and continues to be, detrimental (and

misleading) to Peoples and, in turn, subsequent mortgagees.

The result is that, as of the Appointment Date, Rose was faced with a number of
significant and complex financial and construction related issues. Many of these issues

would ultimately have required the assistance of the Court to address, whether through a

recervership proceeding or litigation.

In order to better convey the complexities of Rose, in this Third Report, the Receiver
provides in detail, among other things, a history of the construction of the Project, the

Project’s financimg, the current condition of the buildimg and of the Property, and the
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present status of the Life-Lease Residence, including information on the various

stakeholders in Rose and the Tife-Lease Units.

SCHEDULES PREPARED BY THE RECEIVER TO ASSIST THE, COURT

23.

24,

25.

26.

27.

As previously set out, there are 90 Units in the Life-Lease Residence. Throughout this
Third Report, the Receiver makes reference to the Life-Lease Residence as a whole, as

well as to individual units therein.

Attached as Appendix “E” is a detailed schedule, prepared by the Receiver, that sets out
the status of the 90 units comprising the T ife-T.ease Residence as at December 31 , 2012,
Included in the schedule is, among other things, information on the Unit-holders of the
Life-Lease Units, the purchase/selling prices of the Life-Lease Units and amounts
advanced by Unit-holders. Appendix “E” has been prepared based on the Receiver’s
review of Rose’s books and records, the documents submitted to the Receiver by Unit-

holders and the Receiver’s discussions with Mr. John Yoon.

The Receiver points out that there are two “unit number” references o the schedule,
namely “unit number” and “old unit number”. The reason for there being two numbers is
that in 2010, Rose was required to revise the unit identification numbers to conform to the

fire code. In this Third Report, all references to “unit numbers™ are the current unit

mumbers unless otherwise indicated.

The Receiver also points out that there are four different Life-Lease Units which may be

subject to the interests of more than one party so that the total number of units in

Appendix “E” is 94 instead of 90 (see paragraph 146 below).

As setout later in this Third Report, the Receiver has grouped the Life-Lease Units listed

in Appendix “E” into the following categories:

s 27 units purchased by arm’s length purchasers (representing purchasers of Korean

heritage) (the “Arm’s Length Units™);
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e 1 unit previously purchased by an arm’s length purchaser which purchase appears

to have been abandoned by the purchaser (the “Arm’s Length — Abandoned-
Unit™)

* 16 units purchased by former members of Rose’s board of directors and/or their

spouses (the “Director Units™);

e 2 units purchased by Mugungwha Homes (“Mugungwha™) (the “Mugungwha
Units™), a “non-profit registered charity with particular emphasis on helping
senior citizens of the Korean-Canadian community”. The president of

Mugungwha is Mrs. Moon Yoon, the wife of Mr. John Yoon;

* 18 units purchased by non-arm’s length purchasers (i.e. investors) representing
purchasers who appear to have purchased units for investment or for purposes

other than personal occupation (“Non-Arm’s Length Units™);

* 16 units that have been released back to Rose and are vacant (the “Released

Units”),
¢ 6 units occupied by Unimac Group Lid. (the “Unimac Units™);

¢ 3 units held by Turipro Investments Inc./William Campbell (“Turfpro™) (the

“Turfpro RTOA Units”) that were obtained in exchange for various loans;

e 4 units for which options to purchase were provided to Turfpro in exchange for

various loans (the “Turfpro Option Units™); and
¢ 1 unsold and vacant unit (the “Unsold Unit™).

Additional information on these units is set out in Paragraphs 118 to 167 of this Third
Report.
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28.  Inaddition, since Rose’s inception, a number of parties have been given mortgages over
the Property. Over time, the amounts of the mortgages, as well as their respective

priorities as against the Property, have changed.

29.  Attached as Appendix “F” is a schedule prepared by the Receiver identifying the four
current mortgagees of Rose, and the respective ranking and priority of their five
mortgages at different points in time. As set out in Appendix “F”, the Peoples
Construction Mortgage with a face value of $17,300,162.50 has been the first ranking

mortgage since it was registered on title on May 18, 2007, It currently ranks ahead of:

a) asecond mortgage for $700,000.00 held by Morrison Financial Services (“MES™)
registered on title on November 14, 2008 (and which was originally held by

IWOK Corporation (“I'WOK?”) until it was transferred to MFS on December 30,
2011;

b) a third mortgage for $100,000.00 held by Turfpro registered on title on May
14,1999 (and which was originally a first mortgage held by Mikal Construction
Inc. that was transferred to Turfpro on January 19, 2006);

¢} afourth mortgage for $590,000.00 held by Turfpro registered on title as a second
mortgage on August 2, 2002; and

d) afifth mortgage for $150,000.00 held by IWOK registered on title on J anuary 19,
2006 (and which was originally a third mortgage held by Mijo Holdings Inc. and

transferred to Unimac Group Ltd. on May 18, 2007, and subsequently transferred
to IWOK on March 2, 2010).

RECEIVER’S ANALYSIS OF THE LIFE-LEASE RESIDENCE

30.  To better understand the issues faced by Rose which are currently being addressed by the

Receiver, the Receiver believes that it is necessary to provide the Court with the following

information:
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i) The history of the Project up to the appointment of the Recetver;

i) Rose’s financing for the Project;

iii)  The Right To Occupy Agreements (each an “RTOA”) and Amended
Right To Occupy Agreements (each an “Amended RTOA”) Rose entered

mto with Unit-holders; and

iv) Sales of Life-Lease Units by Rose up to the Appointment Date.

Following its discussion of the above, this Third Report will set out the Receiver’s present

understanding of the status of the 90 Life-Lease Units as is reflected in Appendix “E”.

The history of the Project up to the appointment of the Receiver

Rose’s Inception

32.

33.

Rose is a not-for-profit Ontario corporation that was incorporated by Letters Patent on
April 7, 1993. The objects for which Rose was incorporated were to a) “provide and
operate residential accommodation for senior citizens of low and modest income, the
majority of who are inembers of the Korean Community”, and b) “provide and operate a
Nursing Home licensed under the Nursing Home Act, R.S.0. 1980 ¢.320 as amended, or
any successor of that Act, for senior citizens of low and modest income, the majority of

who are members of the Korean Community.”

The Letters Patent were subsequently amended in 1994 and 1997. The amendments in
1997 amended the objects for which the corporation was incorporated “a) to provide and
operate non-profit residential accommodation and incidental facilities thereto for senior
citizens and disabled persons mainly of the Korean-Canadian Community; b) to provide
and operate a nursing home licensed under the Nursing Home Act, R.5.0. 1990, ¢.N.7;
and c) to utilize all excess funds obtained from operations and donations for charitable
purposes, namely the alleviation of poverty, education and cultural programs for the

Korean-Canadian community in general and the residents of the residential
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accommodation and nursing home operated by the Corporation in particular.” A copy of

the Letters Patent and amendients thereto are attached hereto as Appendix “G”.

Rose was initially granted a licence for 50 beds by the Ministry of Health and Long-Term
Care (the “MOHLTC”) in 1990. However, the development of a long-term care facility
stalled until 1996 when Rose purchased the land that forms part of the Property and the
concept of a combination Life-Lease and long-term care facility was conceived. The
Receiver understands that the Life-Lease concept was adopted by Rose with the intention
of maintaining a predominately Korean cultural base in the buﬂding. To that end, Rose
received approval from the MOHLTC for a Capital Services Grant in the amount of
approximately $2.4 million, representing 50% of the “total net-shareable cost” of the
long-term care facility. In 2003, Rose was granted a licence for a further 10 beds from the
MOHLTC bringing the total number of bed licences to 60. On April 29, 2003, Rose
entered into a Development Agreement with the MOHLTC for a 60-bed Class “A” long-

term care home.

Rose’s concept for the Property was to construct a residential community around the
Nursing Home that would provide a continuum of care for independent Korean seniors.
Attached as Appendix “H” is an information package prepared by Rose and used in its
marketing activities (the “Rose Information Package”). It describes the Project as
catering to seniors “seeking an mmdependent lifestyle and those seeking care ... with
special design features and on-site services ... where residents can live with a sense of
safety and security”. The Project was advertised to include a number of amenities,
including a lobby lounge, café, library, chapel/meeting room, fitness centre, and party
room. In addition, according to the Rose Information Package, Life-Lease residents
would have the option of purchasing additional personal care or support services such as

meal preparation, housekeeping services and medication support.

The Rose Information Package described a Life-Lease apartment as follows:
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“A life lease apartment provides a purchaser with the right to occupy their
suite for the remainder of their life... Through a monthly maintenance fee,
owners of life lease suites help maintain the common areas, similar to the

operation of a condominium?”.

To finance construction of the Project, Rose obtained construction financing from Peoples
by way of a commitment letter dated March 17, 2005. The terms and conditions of the

financing from Peoples are discussed later in this Third Report.

Construction Contract

38.

39.

40.

In the fali of 2005, Rose obtained fixed price quotations from three general contractors for
the construction of the Project. Attached hereto as Appendix “I” is a copy of the minutes
of the Rose Board Meeting convened on November 5, 2005 which indicate that Rose’s
Board resolved to enter into a lump sun contract with Unimac Group Ltd./ Mikal-
Calladan Construction Inc. (collectively, “Unimac™) for the construction of the Project.
On November 28, 2005, Rose entered into a Canadian Construction Documents
Committee 2 Stipulated Price Contract (the “Construction Contract”) with “Unimac
Group Ltd. operating as Mikal-Calladan Construction Inc.” for Unimac to act as the
general contractor and construct the facility at a contract price of $17,608,655 plus GST.
The Construction Contract called for the work to commence by Deceniber 1, 2005, and

for substantial performance of the work to be attained by August 31, 2007.

The shoring and excavation permit was issued by the City of Toronto (the “City”) in
December 2005 and the hoarding permit was issued on January 16, 2006, Hoarding

commenced in February 2006 and shoring at the site commenced in March 2006 but was
not completed until June 2006,

The original construction schedule called for site excavation to commence in March 2006,
foundations to be conipleted by August 2006, and overall construction to be completed in
September 2007. One of the requirements to meet this schedule was to have a full

building permit issued by the City by mid-summer 2006. However, Rose did not obtain
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foundation and building permits as scheduled, which delays appear to be attributed to

Rose’s consultants not promptly addressing issues raised by the City, resulting in the

beginning of a series of delays in completing the Project.

Work at the site ceased until the City issued the foundation permit on Qctober 10, 2006.
There were further construction delays until December 27, 2006, when a partial building
permit for structural framing was issued by the City. The full building permit was
eventually issued by the City on January 26, 2007, approximately 6 months behind the

original schedule.

Prior to the issuance of the building permit, Rose was required to pay to the City
development charges, educational development charges and parks levies (“Permit Fees™)
totalling $514,312.32. As Rose had not yet satisfied the conditions for advances under the
Construction Loan, it did not have cash available to pay the Permit Fees. For that reason,
it appears that Rose borrowed $600,000 from Unimac in December 2006, and a further
$400,000 from Unimac in January 2007, both secured at that time by mortgages over the
Property (the “Unimac Charges™) (sce paragraphs 97 and 98 below). On February 11,
2007, given delays encountered by Rose’s consultants in obtaining the various
construction permits, Unimac provided a revised construction schedule which indicated

that construction would be completed in December 2007.

Construction Loan

43,

44,

On February 14, 2007, Rose submitted its first draw requesi; to Peoples under the
Construction Loan. The draw request was later revised on February 28, 2007. By this

time, as set out below in more detail, Rose had entered inte-a number of RTOAs for the

Project (see Appendix “E™).

In response to the draw request, Peoples advised Rose that Rose had not satisfied the

specific terms and conditions required prior to any advance on the Construction Ioan

including:
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i) obtaining acknowledgements from all Unit-holders that deposits paid were
subordinated and postponed to, and did not rank m priority to the
Construction TLoan (the RTOAs executed to that point did not have

language subordinating to the Construction Loan the deposits made

pursuant to the RTOAs);

ii) a postponement from Mijo Holdings Inc. (*Mijo™) of a $150,000
mortgage in Mijo’s favour (see Appendix “F” and paragraph 86 below);

and
iii) removal of the Unimac Charges.

Subsequently, Rose submitted documents to Peoples to satisfy these Construction Loan
requirements and, on May 18, 2007, the first draw of the Construction Loan was advanced

by Peoples. As set out in Appendix “E”, at that date, the Construction Mortgage

represented a first charge over the Property.

Another requirement of the Construction Loan was that the Project would be converted
into condomimums with the Nursing Home being one condomiinum corporation and the
Life-Lease Units being individual condominiums. Accordingly, Rose’s counsel

commenced the process of registering the Nursing Home and Life-Lease Units as

condominiuins.

Rose/Unimac Disputes

47.

48.

By May 2007, the first of many disputes arose between Rose and Unimac resulting in
construction not being completed in the tiine frame contemplated by the schedule that had
been established. In July 2007, Unimac revised the completion date to February 2008. In
October 2007, Unimac, citing delays in obtaining drawings and specifications from

Rose’s consultants, revised the completion date to the end of April 2008.

In Fall 2007, Rose mnade an application to the City and Toronto Hydro for the installation
of permanent power at the Project site. The cold weather of Winter 2007 along with the
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lack of permanent power resulted in slower construction. Permanent power installation by
Toronto Hydro was not completed until mid-September 2008. At that time, Unimac
revised the completion date to late February 2009.

Disputes continued between Rose and Unimac with Rose protesting the lack of progress
in completing the Project and Unimac complaining that Rose was not meeting its
commitment to pay Unimac on a timely basis. On a number of occasions Unimac
threatened to stop work on the job site and certain sub-trades also threatened to register
liens against the Project. By letter dated June 24, 2008, Unimac told Rose that it intended
to shut down the worksite by June 30, 2008 until various arrears were addressed.

Notwithstanding this letter, it appears that work continued following June 30, 2008.

In order to resolve the dispute(s) between the parties, Unimac and Rose executed a

Memorandum of Understanding (the “Unimac MOU”) dated October 17,2008 in which

Rose stated its responsibilities were to:

i) pay certain change orders totalling approximately $700,000;
il) pay all progress draws, as approved net 20 days after submission;

iii)  ensure that the architect and consultants perform their duties in a timely

manner;

iv) pledge a minimum of 6 unsold Life-Lease Units to Unimac and its sub-

trades as security for all payments certified by the project architect (the

Unimac Units); and

V) acknowledge that there was a $1,263,923 shortfall in progress payments to
Unimac up to September 29, 2008 (the “Unimac Debt™), and that Rose
would initiate fundraising efforts to pay the Unimac Debt as soon as

possible, but no later than 30 days after substantial completion.
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In return, Unimac stated that its responsibilities were to complete construction of the
Nursing Home and Life-Lease Residence, attain substantial completion and arrange for an

occupancy permit to be issued by the City by March 31, 2009. A copy of the Unimac
MOU is attached hereto as Appendix “J”.

At this time, Rose sought out financing alternatives, including approaching other lending
institutions to finance an additional loan of .$ 1.3 million to fund construction costs. Due
to the extended construction schedule, as well as interest costs on the Construction Loan,
Canada Morigage and Housing Corporation (“CMHC”), insurer of Peoples’ mortgage,
informed Rose that it would only permit a second mortgage up to $700,000 having an

interest rate of up to 12% and interest-only payments.

On or about November 11, 2008, Rose obtained $700,000 from IWOK, an entity which
the Receiver understands is related to Unimac, and granted to IWOK a $700,000
mortgage (the “T'WOK Mortgage”) (ranking subordinate to the Construction Loan). The

funds were used to pay down amounts owing to Unimac pursuant to the Unimac MOU.

On December 5, 2008, Unimac reported that it had amassed a delay claim totalling
$589,544.87. This delay claim was in addition to approximately $1.2 million of

outstanding invoices and holdbacks that remained unpaid to Unimac.

Construction proceeded slowly in the first quarter of 2009 as disputes between Rose and
Unimac continued to arise. The completion date was extended several times and by mid-

October 2009, Unimac had revised the completion date to January 1, 2010.

In Fall 2009, Unimac began the process of obtaining, from consultants, clearapce

certificates that were required by the City in order for an Occupancy Permit to be issued.

On November 6, 2009, the MOHLTC completed a pre-inspection of the Nursing Home
portion of the Property. It provided Rose with a list of deficiencies that required

rectification prior to the MOHLTC authorizing admissions to the Nursing Home.
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On December 10, 2009, after negotiations, Rose and Unimac entered into an Agreement
(the “Completion Agreement”) whereby Unimac agreed “to complete the balance of the

construction schedule to achieve completion and occupancy of floors one to six by

~ January 31, 2010 including an Occupancy Permit fiom the City of Toronto and then

completion and total Occupancy approval for the total building by February 28, 2010.”
Unimac further confirmed that it would ensure that there would be an adequate work force
to attain this schedule. To the extent an Occupancy Permit was not obtained as agreed,
Unimac was to “compensate the Rose of Sharon for all interim interest charges on the
construction loan, to be deducted from the amount of the Construction Contract.” In
return, Rose agreed to make payments to Unimac based on the total completion of blocks
of work based on floors. Rose further agreed to make payments to Unimac based on g
payment schedule attached to the Completion Agreement failing whlch the completion
date would be adjusted by the number of days that the payment was late and Rose would

“pay a penalty of 15% of the required payment to Unimac forthwith.” A copy of the

Completion Agreement is included in Appendix “J”.

On March 11, 2010, Peoples notified Rose that it had not received interest payments
against the Construction Loan since November 2010, and $15 8,429 of accrued interest
remained due and payable. For the balance of 2010 and into 2011, although Rose would

mtermittently make interest payments to Peoples, Rose remained consistently in default of

its interest payments to Peoples.

On April 1, 2010, Rose wrote to Unimac that Unimac failed to complete construction of
the building by February 28, 2010 as agreed between the parties in that Unimac did not
meet the deadlines provided for in the Completion Agreement nor did it provide an
“adequate work force”. Further, Rose noted that it was in a position “to declare Unimac

in breach of the Completion Agreement and to call on the bonds to remedy the breach and
finish the job.”

By letter dated April 3, 2010, Unimac responded to Rose’s letter dated April 1, 2010,

Unimac blamed the delays for the project on Rose and its consultants, and Rose’ s failure
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to sufficiently fund the project and inake payments to Unimac on a timely basis.

Unimac’s response also contained a number of allegations against Rose of misuse or theft
of funds.

In April 2010, Rose advised its Board of Directors that it required in excess of $1.0
million to fund expenditures that were due to be paid by the end of April 2010, including:

i) construction payments to Unimac,
11) interest to Peoples,

iii)  kitchen appliance purchases,

iv) a letter of credit to the City,

V) furniture for the Nursing Home, and
vi) various other expenditures.

In response to a request for the issuance of an Occupancy Permit, the City’s building
inspection and fire departments conducted site inspections on May 3, 2010, and June 2,
2010. A number of deficiencies were identified at both inspections which required

correction prior to the City being in a position to issue the Occupancy Permit.

By letter dated June 4, 2010, Rose again wrote to Unimac that Unimac was in breach of
the Construction Contract and the Completion Agreement as the Project was not
completed by the specified date. Rose further indicated that if construction was not
completed and an Occupancy Permit was not issued within five days, it intended to “call
on the bonds and arrange for alternate forces to complete the work”, Unimac did not

complete the Project within the five days stipulated in the letter.

By letter dated June 16,2010, counsel for Rose wrote to Trisura, the bonding company, to
report that Unimac was in default under the Construction Contract, as amended, as it had

not completed the Project in the timeframes stipulated. Rose was calling on Trisura to -
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meet its obligations to remedy the default pursuant to a performance bond in the amount

of $7,420,000 (the “Performance Bond”) issued by Trisura in connection with the

Construction Contract.

The Receiver understands that Trisura directed Rose’s delay claim against the

Performance Bond to an adjuster for investigation. During this time, Unimac continued to

work at the site to complete the Project,

Completion of the Building

66.

67.

68.

69.

70.

On September 30, 2010, Victor I. Heinrichs Inc. (the “Architect”) issued a Certificate of
Substantial Performance which certified that construction of the Project was substantially

completed on September 17, 2010.

On October 20, 2010, the Architect provided Rose with a list of electrical and mechanical
deficiencies. The Architect later estimated the cost to rectify the deficiencies at
approximately $530,000. The Receiver has not determined the extent to which the
deficiencies identified in October 2010 remained outstanding as of the Appointment Date.
As discussed below, the Receiver commissioned a building condition assessment to help

the Receiver determine the extent of the building deficiencies (see paragraphs 170 to 173).

The required clearance certificates were provided to the City, and the City issued an

Occupancy Permit on November 4, 2010

In Fall 2010, Rose and Unimac entered into discussions regarding Unimac’s claim for
amounts owing by Rose for unpaid costs of construction, unpaid change orders and the
remaining construction holdback. Rose’s position was that Unimac’ s failure to complete
the Project pursuant to the Unimac MOU and the Completion Agreement resulted in

significantly increased financing costs to Rose which Rose intended to set off against the

amount owing to Unimac.

Rose and Unimac were unable to reach a settlement. On November 19, 2010, Mikal-

Calladan Construction Inc. registered a lien for $4,166,659 against the Property (the
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“Unimac Lien™). It appears that, as discussed in the Second Report, the Unimac Lien was
assigned to Trisura on January 30, 2012. Upon issuance of the Occupancy Permit, certain
Unit-holders began to either occupy their units, allow family members to occupy their
units, or rent their units to third parties, n.otwithstandjng the requireinent in the RTOA
that purchasers were to occupy their own units. The RTOAs each state that “the
Purchaser shall use the Unit for residential purposes only” (Term 11, RTOA Terms of the
Agreement), and that the term of the RTOA is the “lifetime of the Purchaser or if there are
two Purchasers, upon the death of the survivor® (Term 1, RTOA Terms of the
Apgreement). In addition, as set out above, the Rose Inforniation Package described a Life

Lease apartment as providing “a purchaser with the right to occupy their suite for the

remainder of their life...”

Notwithstanding Rose’s position that the Unimac MOU was no longer in effect since
Unimac failed to complete the project in the timeframes specified in the Unimac MOU,
Unimac took steps to execute on the purported security it was provided under the Unimac
MOU by taking possession of the six Unimac Units. Unimac rented the Unimac Units to
tenants (see Appendix “E” and paragraph 50 above).

Following the issuance of the Occupancy Permit, approximately 52 of the 90 Life-Lease
Units became occupied. However, many Unit-holders did not make monthly payments on
their Purchaser Promissory Notes (discussed later herein) given to Rose nor did they make
monthly Maintenance Fee payments (as deﬁnéd below) in respect of their Life-Lease
Units, such that Rose’s cash position did not improve upon completion of the building.
Based on information received by the Receiver from certain Unit-holders, it appears that

reasons monthly payments were not being made include:

e Certain purchasers had loaned the balance of their purchase price to Rose in return
for a promissory note given to them by Rose, and were setting off the monthly

payments against the balance owing to them under the note (see paragraphs 99 to
100);
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o Certain Unit-holders who were investors had not taken steps to commence renting

their units and would not make monthly payments until they were in a position to

rent their Unit(s); and

¢ Certain Unit-holders had not moved into the premises and were not intending to

comimence monthly payments until they occupied their Units.

73.  InSeptember 2011, IWOK, whose mortgage was subordinated to Peoples’ Construction
Mortgage, took steps to enforce its security and purported to appoint a receiver over Rose.
When Peoples became aware of TWOK’s purported appointment of a receiver, Peoples
proceeded to make an application to the Court on September 27, 2011, for the
appointment of the Receiver. The Appointment Order was issued that day.

i) Rose’s financing of the Project

74.  Asatthe Appointment Date and as partially set out in Appendices “E” and “F”, Rose was
indebted to a number of parties as a result of the construction and operations of Rose,

many of whom were provided by Rose with:
i) security over the assets of Rose;
ii) Life-Lease Units;
iii) options to purchase Life-Lease Units;
iv) guarantees to secure their loans; and/or
V) promissory notes given by Rose.

75.  As set out in Appendices “E” and “F”, the parties to whom Rose was indebted at the
Appointment Date included:

i) Peoples;

i)  IWOK;



-26 -

iii) Turfpro;

iv) Uniniac;

V) Unit-holders; and

Vi) directors or former directors of Rose.

76.  Details with respect to Rose’s financing of the Project are set out below.

Peoples Trust Company

T7. As sct out above, Peoples issued a Commitment Letter to Rose dated March 17, 2005.
It provided for a $17.3 million Construction Loan to construct a 12 storey building
containing a 60 bed nursing home and 89 individual condominium units being sold as
Life-Leases (the Project was later reconfigured to create 90 units). CMHC agreed to
insure the Construction Loan and issued a Certificate of Insurance dated March 10,
2005 attached to which were Special Conditions Forming Part of the Certificate of
Insurance, as amended (the “Certificate of Insurance™). The Commitment Letter and

the Certificate of Insurance contained the following notable conditions:

e prior to any insured advance, Rose was to provide confirmation of bora fide sales
of Life-Lease interests in place amounting to at least $14,246,000 including the
provision of non-refundable cash deposits totalling $4,170,000 from the sale of 80

units (which included a mnaximum of 18 non-arm’s length unit sales i.e. investor

sales);

¢ the non-refundable deposit per Life-I.ease Unit was to be 30% of the sellimg price

for sales to arm’s length parties, and at least 40% of the selling price for sales to

non-arm’s length parties;



-27-

prior to any insured advance, Rose was to provide to Peoples a signed consent and
acknowledgement agreement from each purchaser together with a certificate of

independent legal advice from each purchaser acknowledging and agreeing that:

i “the Project will not be registered under Tarion;

il. deposits will be used by [Rose] in the construction of the Long-term Care
Project as well as the residential component, and advising of the risk of
such event;

1ii. the deposits and any interest of the life-lease purchaser in respect of the

lands and the project are subordinated to and shall not rank in priority to
the [Construction Loan]; and

iv. the project will be registered as individual condominium units and the
agreements of purchase of life lease interests will be binding on
purchasers as life lease interests only (at [Peoples’| sole option)
notwithstanding the description of the apartments as condomimurmn units;

the life lease will include as rent an amount equal to all common expenses

attributable to all units”

the first advance was required to take place no later than September 30, 2005 and

- the Construction Loan was to be paid down to $4,466,000 out of the proceeds

from the sale of Life-Lease interests by no later than December 31, 2006 (the
anticipated original construction completion date). The dates for the first advance

and the pay down were later amended to be June 1, 2007 and no later than June 1,

2008, respectively;

prepayment would be permitted on a unit-by-unit basis, provided that Peoples
received the proceeds, less reasonable arm’s length sales commissions and legal
fees as approved by CMHC, from each respective sale and that Peoples, upon such

receipt, was to provide discharges of its security on the respective units;
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e the Project was to be converted to condominiums whereby the nursing home

would be one condominium corporation and the 89 Life-I.ease units would have

individual condominium status;

* Rose was not allowed to cancel any existing Life-Lease presales without Peoples’

consent; Rose could not accept an agreement of purchase and sale of a Life-Lease

Unit without Peoples’ consent; and

o foraslong as the Construction Loan remained unpaid, Rose could not, without the
prior written consent of Peoples, create, incur, assume or suffer to exist any new

pledge or other charge, or encunibrance upon or in respect of the Project.

78.  The first advance on the Construction Loan was made on May 18, 2007 after Rose’s draw
request was reviewed and certified by Pelican Woodcliff Inc. (“Pelican™), Peoples’

construction consultant. There were 21 further draws on the Construction Loan, with the

last advance occurring in October 2009.

79.  Asatthe Appointment Date, Rose’s indebtedness to Peoples under the Construction Loan
was approximately $15.2 million, which loan was secured by the Construction Mortgage
against the Property. As set out in the First Report, Blaneys, the Receiver’s independent
counsel, has reviewed Peoples’ security and has provided its opinion to the Receiver that,
subject to the standard qualifications therein, Peoples has a properly perfected security
inferest m all of the assets, property and undertaking of Rose.

IWOK Corporation

80.  On September 18, 2008, IWOK issued a Preliminary Mortgage Commitment for the
IWOK Mortgage (a $700,000 second mortgage at 12% interest and for a 3-year term).
The significant conditions of the IWOK Mortgage were as follows:

1) approval of the mortgage commitment by the Board of Directors of Rose;
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ii) replacement of five members of Rose’s Board of Directors with five

individuals selected by [WOK;

i) written approval of CMHC and Peoples permitting the further

encumbrancing of the Property;

1v) the funds were to be used to pay construction related payments in arrears;

and

V) once the property was to be split into two condominiums, a new mortgage

would be registered against the long-term care condominium, replacing

the IWOK Mortgage.

81.  The funds were advanced by IWOK on or about November 11, 2008 (see paragraph 52).
Blaneys has verbally advised the Receiver of its view that the IWOK Mortgage
(subsequently assigned to MFS on Deceniber 30, 201 1) represents security ranking behind
Peoples’ security interest. The funds received from the IWOK Mortgage were used to pay
a portion of the amounts owing to Unimac. o

Turfpro

82.  Turfpro is a company the Receiver understands is controlled by William Campbell
(“Campbell™).

83.

Rose’s records indicate that in exchange for various loans and mortgages provided to it by
Turfpro between 2002 and 2011, Rose 1) entered into three RTOAs with Turfpro and/or
Campbell (the Turfpro RTOA Units) and 11) pledged four Life-Lease Units to Turfpro as

security and provided options to purchase those units (the Turfpro Option Units). These

transactions are discussed below.
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Mortgage of §590,000

34.

85.

Rose’s records indicate that in 2002, Turfpro provided a $590,000 mortgage to Rose (the
“2002 Turfpre Mortgage™). The proceeds received from the 2002 Turfpro Mortgage
were apparently used by Rose to consolidate financing of the 1996 acquisition and
development of the Property as well as to fund initial site survey costs, and engineering
and design costs. The Receiver could not locate a copy of the mortgage documents in
Rose’s books and records, nor do Rose’s records clearly indicate when or even if the
funds were advanced. In addition, Turfpro, in the documents it provided to the Receiver
pursuant to the Receiver’s October 19, 2011 request to Unit-holders, did not provide a
copy of the mortgage documents or evidence of payment of funds. Rose’s financial
statements as at December 31, 2006 describe this mortgage as “a second mortgage of
$590,000 secured by the property under development by Turfpro Investments Inc. The
annual rate of interest is 12% with monthly payments of $5,900 for interest only.” Rose’s
draft financial statements for the year ending December 31,2010 describe the mortgage as
athird mortgage. This further subordination of the mortgage appears to reflect the priority
afforded to the Construction Loan and the subsequent registration of the TWOK Mortgage.
The Parcel Register for the Property indicates that the 2002 Turfpro Mortgage was
registered against title to the Property on August 2, 2002.

On December 15, 2005, Rose entered into two RTOAs with Turfpro for the following

units:

i) #PHS5 at a purchase price of $332,000, less a deduction of 15%, for a net
purchase price of $282,200; and

ii) #PH7 at a purchase price of $529,280, less a deduction of 15%, for a net
purchase price of $449,888.

The RTOAs for #PHS5 and #PH7 provide that 100% of the purchase price is to be paid by
Turfpro upon issuance of the Occupancy Permit for the Property.
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Turfpro Assumption of Two Morigages

86.  On January 11, 2006, Turfpro entered into an agreement with Michael Kalman, Mikal
Construction Inc. (“Mikal”), Mijo and Rose whereby:

i) Rose executed a new third mortgage against the Property in the name of

Mijo in the amount of $150,000 (the “Mijo Mortgage™); and

ii) Turfpro paid out and assumed a $100,000 first mortgage in favour of
Mikal (the “Mikal Mortgage™).

Rose’s records indicate that the Mijo Mortgage was provided to Mijo in consideration for
payments made in 1996 by Michael Kaiman (of Mijo) on behalf of Rose for engineering
drawings, marketing materials and interest costs. The Receiver understands that the Mikal

Mortgage apparently resulted from unpaid site work costs incurred in the 1990°s.

87.  Inreturn for Turfpro purchasing the Mikal Mortgage, Rose entered into a third RTOA
with Campbell dated April 8, 2005 for unit #305 for $250,000. This third RTOA included

the following provisions:
i) Purchase price of $250,000;

ii) $100,000 of the purchase price would be payable when proceeds
received from the Construction Toan paid off the 2002 Turfpro
Mortgage and the Mikal Mortgage (as transferred to Turfpro); and

iii)  The balance of the purchase price of $150,000 would be paid by

Turfpro upon issuance of an Occupancy Permit for the Property.

88.  Tiisunclear to the Receiver why the RTOA for unit #3035 is dated April 8, 2005 when the
Mikal Mortgage was not purchased by Turfpro until January 2006.
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2006 Loan of $500,000

89.

90.

By an agreement dated May 4, 2006 between Turfpro and Rose, Turfpro loaned $500,000

to Rose (the “2006 Turfpro Loan”). The 2006 Turfpro Loan was advanced to Rose in
three instalments as follows:

() $200,000 on May 19, 2006;
(b)  $150,000 on July 10, 2006; and
(¢)  $150,000 on September 6, 2006.

The 2006 Turfpro Loan was guaranteed by Victor Heinrichs (the Architect) and his
brother Vern Heinrichs. The use of the funds from the 2006 Turfpro Loan will be
discussed in ﬁﬁher detail later in this Third Report, as it appears these funds were
forwarded by Rose to Vace, who then repaid a portion of these funds to Rose as down
payments for 11 non-arm’s length Life-Lease Units purchased by the Vace Korean

Purchasers (defined below), and who subsequently released their interests in those units

(see paragraphs 128 to 140 below).

In addition to Rose’s requirement to repay the 2006 Turfpro Loan, Turfpro also received
in return for this loan Rose’s agreement to pledge as security and an irrevocable option to

purchase unit #PHE& for a purchase price of $471,381, after consideration of a 20%

discount.

Subsequent Loans of §150,000 and §500,000

91.

In materials provided by Campbell to the Receiver on November 23, 2011, Turfpro claims
to have made two further loans to Rose of $150,000 and $500,000 each in return for
which Rose pledged as security and gave an irrevocable option to purchase unit #310, unit

#PH3 and unit #802 (the “2010 Turfpro Loans”). The three units had a combined
purchase price of $837,875. '
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By letter dated May 25, 2011, Rose appears to set out the terms for the $150,000 loan,
which letter indicates that the funds for the loan were advanced on December 18, 2009.
The Receiver has reviewed Rose’s deposit books and noted a deposit of $150,000 on
December 29, 2009, which is identified as “(Mr Bill Campbell) Loan to Rose of Sharon”.

By letter dated February 10,2010, Rose appears to set out the terms for the $500,000 loan.

The Receiver’s review of Rose’s deposit books identified four separate deposits totalling
$350,000 as follows:

a $100,000 deposit noted as from “(Turfpro) Bill Campbell” on January
29, 2010;

e a$75,000 deposit noted as from “Turfpro Investments Inc.” on February
25,2010,

e a$75,000 deposit noted as from “(Turfpro) Loan™ on March 3, 2010; and

e a $100,000 deposit noted as from “(Bill Campbell) Turfpro” on an

unidentifiable date.

The Receiver has not been able to determine whether the remaining $150,000 balance of

the $500,000 commitment was received by Rose.

The Receiver notes that Rose’s financial statements for the year ending December 31,

2010 do not make reference to either the $150,000 loan or the $500,000 loan from
Campbell/Turfpro.

Summary

96.

Based on the foregoing, with respect to Campbell/Turfpro, it appears to the Receiver that:

i) Since 2002, Campbell/Turfpro have loaned to Rose $1,840,000 (which total
includes the $150,000 portion of the aforementioned $500,000 loan which the

Receiver has not verified as being received);
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11) Rose has executed three RTOAs with Campbell/Turfpro for Life-Lease Units

‘having an aggregate net purchase price, after discounts provided by Rose, of
$982,088; and

iii)  Rose has pledged as security to Campbell/Turfpro four Life-Lease Units with a
combined purchase price, after discounts provided by Rose, of $1,309,256 and has
granted to Campbell/Turfpro options to purchase these four units.

Unimac

97.

98.

As set out earlier in this Third Report (see paragraph 42), Unimac advanced a total of $1.0
million to Rose in December 2006 and January 2007 to fund Permit Fees and costs of
construction. Rose’s records appear to indicate that Rose repaid the $1.0 million advance

on May 31, 2007 with proceeds from the first advance under the Construction Loan.

All other amounts claimed by Unimac from Rose appear to the Receiver to relate to

claims relating to the construction of the Project, rather than for recovery of amounts

advanced by Unimac to Rose.

Advances from Unit-lhiolders

99.

100.

Rose encountered cash flow issues almost from the start of construction. Beginning in

20006, one of the sources Rose reached out to for funds was the Unit-holders.

Rose’s records indicate that since 2006, Rose has borrowed over $2.6 million from Unit-
holders (not including loans from Turfpro or Mr. Leon Hui), which funds were expended
by Rose during the construction of the Project. In many cases, Unit-holders loaned to
Rose an amount equal to, or less than, the amounts that would have been the balance
owing on their Units, after applying the deposits paid. In certain instances, Unit-holders
loaned to Rose funds in excess of the balance of the remaining purchase price of their
units. Details of the amounts borrowed from Unit-holders are set out in Appendix “E”.
The Receiver notes that the terins of the Consiruction Loan required that any pay downs

by purchasers of the amounts owing on their Life-Tease Units, following payment of the
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initial deposits, were to be paid to Peoples to be credited against the Construction Loan.
Rose treated the funds received from Unit-holders as loans, which were evidenced by way
of promissory notes given by Rose to the Unit-holders bearing interest at rates of between
0% and 12 % (the “Rose Promissory Notes™). The funds that Rose obtained by way of

the Rose Promissory Notes were not paid to Peoples to be credited against the

Construction Loan.

Directors’ Loans

101,

102.

103.

Included in the above mentioned approximately $2.6 million of loans from Unjt-_holders 18
$205,000 of loans (the “Director Loans”) from eight former members of the Board of
Directors of Rose or their spouses (the “Former Directors™). The Receiver understands
that in 2009, Rose required further funding to meet its obligations resulting in the Former
Directérs personally borrowing funds from KCU. Seven of the Former Directors
borrowed $25,000 each, with an eighth borrowing $30,000, for a total of $205,000. The
individual personal loans were guaranteed by Rose. The Former Directors were

considered by Rose to be arms-length purchasers, and are still currently Unit-holders.

The Former Directors subsequently individually made the Director Loans to Rose in
return for a promissory note bearing interest at a rate of 8.75%, being the rate the Former
Directors were being charged by KCU. Commencing from the date these loans were
obtained by the Former Directors, until the Appointment Date, Rose had been directly
paying to KCU the monthly interest payable on the Directors’ Loans.

Documentation that certain of the Former Directors have provided to the Receiver
indicates that those Former Directors intended to set off the amount of their individual
Director Loan against the balance owing on their Life-L.ease Units. The Receiver notes

that it has only been able to locate in Rose’s records promissory notes relating to five of

the eight Director Loans.
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Robert Berg

104.

105.

jif)

106.

107.

In addition to the potential set-offs discussed above, the Receiver has identified at least
one other instance where a purchaser of an RTOA has set off amounts owing from Rose

against the purchase price of their Life-Lease unit.

Robert Berg (“Berg”) is the President of ACC, the manager of the Nursing Home. Berg
entered into an RTOA with Rose dated November 8, 2003 to purchase unit #203 for a
purchase price of $168,000. Berg made deposits totalling $30,042 pursuant to the RTOA
leaving a balance due on closing of $137,958. In addition, ACC advanced approximately
$142,000 to Rose by directly funding certain pre-opening and operating costs of the
Nursing Home due to Rose’s lack of funds at that time. In consideration of the
expenditures that ACC made on behalf of Rose, Rose and ACC entered into an
Agreement dated December 7, 2010 whereby Rose agreed that ACC would set off the
funds it advanced on Rose’s behalf, against the balance of the purchase price of its unit,
resulting in no further balance owing on unit #203. ACC also is the Unit-hoider for unit
903, a unit which was assigned to it on or about December 31, 2010 by the unit’s previous

Unit-holder, York Health Care Developments Inc., the Project Manager.
The Right to Occupy Agreements entered into with Unit-holders

As previously discussed, Rose marketed the non-nursing home portion of the building as
Life-Lease apartments. Rose entered into RTOAs with individual purchasers which gave
the Unit-holders the right to use, occupy and enjoy the Unit for the remainder of the
purchaser’s life, or if there were two purchasers, until the death of the surviving

purchaser. A copy of the form of RTOA is attached hereto as Appendix “K>*.

The RTOAs that Rose entered into with purchasers provided for staggered deposit
pasrments. Most RTOA’s provided for a deposit equal to 1% of the purchase price upon
execution of the RTOA with further staggered deposit payments totalling either 29% or
39%, for a total deposit of either 30% or 40% (the former for arms-length purchasers, and

the latter for non-arm’s length purchasers, i.e., investors). The timing of when deposit
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payments were due varied depending on the year in which the RTOA was entered (Term 6
— The Unit).. The deposits related to each RTOA are set out in Appendix “E”.

The RTOA provides for the payment by Unit-holders of a monthly maintenance fee, the
amount of which was based on the area of their unit, which was intended to cover, but

was not limited to, the following (Term 3 — Monthly Maintenance Fees)

(@) “costs of operation, maintaining, repairing and managing the residential
building, the Unit (the purchaser pays for unit damage and insurance), the
comimon areas, the amenities and facilities, as well as visitor parking areas,
including snow and garbage removal, sewer and water, gas, insurance, building
maintenance, landscaping, ground maintenance, elevator maintenance contract,
equipment costs, equipment replacement reserves, major repairs and major

capital repair reserves and management fees

(b) costs of providing services for the residents, including amenity space charges,

activity and program co-ordination costs.”

With respect to municipal taxes, utilities and any optional services such as
communications and entertainment, the RTOA provides that these costs are to be billed
separately by Rose and paid for by the Unit-holder. To the extent that a Unit-holder also
purchased a parking space, the RTOA provides that the monthly maintenance fee for the
parking space is to be assessed separately “based on a proportionate share in relation to

the area of the Unit space to the total of the Unit spaces in the building” (Terms 5 and 6,
Monthly Maintenance Fees).

The RTOA includes provisions that allow purchasers to ferminate the agreement upon
giving Rose (defined in the RTOA as the “Community”) 90 days’ written notice of histher
intention to sell/transfer his/her mterest. Upon a purchaser giving 90 days’ notice, Rose is
able to proceed to sell the RTOA to another party of its selection with the sale proceeds
paid to the vendor, or its estate, less a; fee equal to 3% of the sale (the 3% is to be retained
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by Rose). Alternatively, Rose has the right to purchase the unit itself at the unit’s fair

market value (Term 1, Terms of the Agreement).

The RTOA also includes the following provisions:

The RTOA “shall not create any direct ownership in the real property or building
of [Rose] and the Purchaser agrees not to register notice of this Agreement against
title to the lands upon which the building sits, until Occupancy and then only in
accordance with the form of notice approved by [Rose] acting reasonably and in

accordance with applicable registration regulations.” (Term 8, Terms of the

Agrecment).

“the Purchaser shall use the Unit for residential purposes only.” (Term 11, Terms

of the Agreement).

“cach unit owner agrees to indemnify [Rose] against any liability, loss, cost,
damage or mjury to any unit and to the common elements as a result of any act or

omission by such unit owner or by his residents, tenants, or guests.” (Term 9,

Insurance).

Beginning sometime in the fall of 2003, purchasers were also required to execute an
Acknowledgement and Consent Agreement (the “ACA”) in which it was acknowledged
therein that the ACA was “incorporated into and shall form part of the Agreement to
Purchase”. The ACA, which encompasses certain of the requirements of Peoples’

Commitment Letter, includes the following acknowledgments by the purchaser:

a) he/she is “obligated” to pay the deposits as set out in the RTOA;

b) he/she has received a draft copy of the RTOA from Rose and has “reviewed [it]

with his/her solicitor™;
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Rose “has the right to amend the [RTOA] in its sole and absolute discretion from

time to time until it is-in a form acceptable to [Rose], its lender and any regulatory

authority™;

the deposits “may be used by [Rose] in the construction for the Project”, and the

deposits are “not insured under the provisions of the Ontario New Home Warranty

program or otherwise”;
he/she has received independent legal advice prior to signing the ACA; and

Peoples has “the legal right, in its sole and absolute discretion but without any
obligation, to insist that the Life Lease Project be registered as a condominiuin
corporation” and that in that event the purchaser “may be required to acquire, but
he/she is not entitled to require a condominium unit rather than a life lease unit on

terms and conditions that have been explained to the purchaser at the time of

execuling this Agreement”;

The ACAs cover 69 of the 89 RTOAs listed in Appendix “E”. These 69 ACAs cover
19 of the 27 Arm’s Length Units, the 1 Arm’s Length — Abandoned Unit, but do not

include the 4 Turfpro Option Units for which no RTOAs were executed and the 1

Unsold Unit. A sample ACA is included in Appendix “K”.

With respect to the remaining 20 RTOAs:

a)

the Receiver located forms of acknowledgement for thirteen Life-Lease Units.
Rose’s records indicate that substantially all those Unit-holders who had execﬁted
RTOAs prior to 2004 did not execute an ACA as the requirements for the
Construction Loan were likely ﬁot known at thét time (the exceptions are RTOAs
for unit #203 and unit #903 which were both dated November 3, 20 03 and which -
include an ACA). For those four RTOAs executed in 1996 (covering five Life-
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Lease Units as one RTOA included two units, #709 and #711), Rose’s records
include a “Direction and Acknowledgement” executed by the Unit-holder in
which the Unit-holder acknowledges that “the monies advanced are required to
fund the acquisition of lands and T hereby authorize and direct Rose of
Sharon/John Yoon to advance those funds to Community Management Services
Ltd. (the developer of the Project) or as they may further in writing direct.” For
those six RTOAs executed between 1997 and January 15, 2004 in respect of eight
_ units (as two RTOAs were for two units each), Rose had Unit-holders execute a
“Letter of Acknowledgement” in which the Unit-holder acknowledged that “we
are aware that the deposits as per our Right to Occupy Agreenient will be used for

construction, land, and other capital costs relating to the Rose of Sharon.”

b} the Receiver could not locate any form of acknowledgement for seven Life-Lease
Units purchased between 1997 and December 1999 of which six are Director
Units (units # 710, #712, #1001, #1003, #1011 and #1107), and one is an Arm’s
Length Unit (unit #803 purchased by Bog Shim Shin on December 30, 1999).

In addition, prior to the first advance under the Construction Loan, all registered Unit-
holders were required to execute an Acknowledgment and Postponement Agreement (the
“APA”) wherein they “agree and acknowledge that all deposits paid and to be paid under
the [RTOA] are subordinated and postponed to, and shall not rank in priority to, the
[Construction Loan] and [Peoples’] Security”. A sample APA is attached hereto as
Appendix “L”. Rose’s records indicate that for the 69 RTOAs listed in Appendix “E”
that had been executed prior to the first advance under the Construction Loan (May 18,
2007), the Unit-holder executed an APA (the total above includes the sale of unit #1110

dated May 30, 2007, however Rose listed this Life-Lease Unit as sold to the Unit-holder
as of May 18, 2007).

in the spring of 2010, with the anticipation of an Occupancy Permit being issued, Rose
proceeded to enter into Amended RTOAs with all Unit-holders who had a balance still

owing on the purchase price of their Life-Lease Unit. Pursuant to the terms of the
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Amended RTOAs, which were dated April 1, 2010, Unit-holders agreed to provide a
promissory note to Rose for the balance of their purchase price (“Unit-holder

Promissory Notes”). The Unit-holder Promissory Notes have the following terms and

conditions;

1. Principal amount equal to the balance of the purchase price for their unit;

i.  Term of two (2) years;
ni.  Interest rate of 6.75% calculated half yearly not in advance;

iv.  Blended monthly payments based on a 25-year amortization (“Amended RTOA

Payments™);
v.  Open at any time without notice or bonus; and

vi. Immediately due and payable in the event their unit is sold or in the ¢vent the

Unit-holder is in default of the terms and conditions of the RTOA..

A copy of a sample Amended RTOA and Unit-holder Promissory Note is attached hereto
as Appendix “M”.

The two year terin in the Unit-holder Promissory Note was intended to provide sufficient
time for Rose to complete the conversion of the Project to condominiums. It was expected
that it-would be easier for those purchasers who required financing to pay the balance
owing on their Unit, based on a purchase of a condominium, rather than a Life-Lease
Unit. After the conversion to condominiums, it was anticipated that the balance of each

Unit-holder Promissory Note would be paid in full by the Unit-holder.

In addition to the Amended RTOA Payments, as set out in the RTOAS, Unit-holders were
to make nionthly payments for maintenance, property taxes and utilities (“Maintenance

Fees”) allocable to their unit commencing once the occupancy permit for the Property was
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issued. The Maintenance Fees range from approximately $340 - $700 for non-penthouse

units and $550 — $830 for penthouse units.
Sales of Life-Lease units by Rose up to the Appointment Date

Attached hereto as Appéndix “N” is a schedule titled “Rose of Sharon Apartments
(Sorted by Structure)” dated May 28, 2007 which was provided to the Receiver by
Peoples. It indicates that just prior to the first advance on the Construction Loan, Rose
reported to Peoples that it had entered into RTOAs for the sale of 82 Life-Lease Units for
which it had received deposits totalling $4,190,480.28 from purchasers. Details of
deposits received by Rose as determined from Rose’s books and records and information

provided by Unit-holders are set out in Appendix “E”.

Appendix “N” also purports to indicate that 17 of the unit sales (identified as the “C” and

“T” units in Appendix “N”} were to non-arm’s length purchasers (investors).

Regarding the 82 Life-Lease Unit sales, Rose’s records indicate that the first 5 sales of
Life-Lease Units were made in October 1996. Further sales of units were sporadic with
only nine Life-Lease Unit sales in the following six years until 2003 when a further nine
Life-Lease Units were sold. Sales increased significantly in 2004 and 2005 when 41 Life-

Lease Units were sold. The reniaining sales to reach 82 total unit sales were executed

prior to May 28, 2007.

Asreferred to in Paragraph 77 of this Third Report, a condition of the Construction Loan
was that Rose was to have entered into and received deposits for at least 80 unit sales
prior to the initial advance under the Construction Loan. While Rose had reported to
Peoples that it had met the unit sale conditions under the Construction Loan and the
Certificate of Insurance which resulted in Peoples advancing funds to Rose, based on the
Receiver’s review of Rose’s books and records and discussions with various stakeholders,

it appears to the Receiver that this was not the case. As will be discussed in greater detail

below:
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* 18 unit sales to purchasers with a Korean name were in effect sales that should
have been classified as non-arm’s length (i.e. investor) sales (the Vace Korean
Purchasers discussed in paragraphs 132 to 134 below), which would have resulted

in ore non-arm’s length sales than were permitted before an advance could be

made under the Construction Loan;

* Rose borrowed from Turfpro funds totalling $500,000 (the 2006 Turfpro Loan).
Rose then lent those funds to Vace, who then forwarded substantially all of the

funds back to Rose to be used as deposits for Units and were represented to be

deposits for unit purchases;

¢ Rose loaned funds totalling $137,432.70 to seven purchasers which funds were

then used as deposits for seven Unit purchases; and (see paragraphs 124 to 127

below); and

¢ Rose received pre-payments on the balance of the purchase price due for certain
Units. In many cases, these payments were evidenced by the Rose Promissory
Notes, referred to earlier in thlS Third Report, issued by Rose to the purchaser
mdicating that these funds were loaned to Rose. The funds were then used by
Rose to fund construction and operating costs rather than Rose paying those funds

to Peoples as required under the Construction Loan.

Evidence of Rose’s activities in this regard was located during the Receiver’s review of
certain of Rose’s records. Attached hereto as Appendix “0” is e-mail correspondence
dated February 25, 2009 from Mr. John Yoon to the Board members of Rose (the
“February 2009 E-Mail”) that details certain activities undertaken by Rose Ieading upto
it achieving what was pﬁrported to be sufficient Life-Lease Unit sales in order to satisfy

the number of sales required under the terms of the Construction Loan. The February
2009 E-Mail states that:
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s Rose raised funds for “loan for down-payments for purchasers who could not pay

on time’;
¢ Rose “managed to get 22 additional Koreans to sign on”;

¢ Rose made some “real sales”;

e Rose achieved the minimum amount of deposits required under the Construction

Loan by “pay the professional fees and let them buy the units”; and

e Rose loaned a party (Vace) $500,000 which it “put back as down-payment of the

units”.

123. The Receiver’s review of other books and records of Rose and its discussions with Mr.
Yoon and other parties have yielded information that appears to substantiate the

statements made in the February 2009 E-Mail as discussed below.

Loans made by Rose to purchasers to_fund down payments

124. In the case of loans made by Rose to Unit-holders, attached as Appendix “P” is a
schedule from Rose’s records which indicates that loans totalling $§137,432.70 were made

by Rose to seven Unit-holders in 2007, which funds were used as deposits on seven unit

purchases.

125.  With respect to the loans listed in Appendix “P”, in the case of loans to Esther Yoon,
David Kye, G.Choi, H. Hwang, Mijung Shin, and Sam Jang, there is no evidence in
Rose’s records that these six loans were repaid. The RTOAs with these individuals, with
the exception of H. Hwang (unit #710), based on Rose’s records, appear to have been
abandoned by each purchaser (the status of these Units is set out below). With respect to
the loan for $4,000 to H. Hwang in connection with unit #710 (a Director Unit), there is

no evidence in Rose’s books and records that the loan has been repaid.
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In the case of the seventh loan of $54,500 to Bog Shim Shin (“Shin™), an Arm’s Length
Unit-holder, Rose’s records indicate that while Shin had initially made deposits in 1999
through 2006 of $39,500 in respect of unit #803, on Deceniber 21, 2006 Shin paid
$64,500 to Rose and on or around that date, Rose apparently loaned back to Shin $64,500
at which point Shin paid Rose $10,000, bringing the balance owing to Rose down to
$54,500. Over the following two and a half years, Bog Shim Shin made $40,000 of
payments against the loan leaving a balance owing of $14,500. There is no evidence in
Rose’s records to indicate that the balance of $14,500 has been repaid. Shin is currently

renting out unit #803. The Receiver has not at this time taken any steps to recover the

balance unpaid on the loan to Shin.

In summary, it appears that Rose’s own funds were used to fund deposits by seven
purchasers, with only one of those parties making any payments to Rose to repay the
advance, and another party maintaining an interest in an RTOA. Of these seven units,
three of the units (namely, unit #707, unit #708, and unit #802) were resold by Rose (to
arm’s length purchasers), one (unit #PH3) was pledged as security to Campbell who was
also provided with an option to purchase (a Turfpro Option Unit), and one (unit#313)isa

Released Unit. The only units not resold were the units purchased by H. Hwang/Moon

"Yoon (unit # 710) and Shin (unit #803).

RTO0As with “additional Koreans”

128.
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Certain of the activities described in the February 9 E-Mail involve Vace Investments Inc.

(“Vace™), a company whose principal the Receiver understands is Vern Heinrichs (the

Architect’s brother).

Of the 18 unit sales that were made in 2004, 11 were dated April 4, 2004 and were with
parties who obtained financing from Vace to fund their deposits (collectively, the “First
Vace Purchasers” and individually, a “First Vace Purchaser”). While the RTOAs for
these sales are dated April 5, 2005, Rose’s records for each of the First Vace Purchasers

include an amendment for each RTOA indicating that the year for the RTOA should have



130.

131.

132.

- 46 -

been 2004. These sales would have been characterized as sales to investors since i) the
purchasers were not of Korean heritage, ii) certain of the First Vace Purchasers purchased
multiple units, and iii) Vace entered into financing agreements with the First Vace
Purchasers that indicate the intent was to earn income from the unit rather than occupy the
umt. The deposits R;)se received from the sale of these 11 units were $521,581. The

Receiver notes that these eleven units are presently vacant.

A sample of a financing agreement between Vace and a First Vace Purchaser (the “Vace
Financing Agrecment”) is attached hereto as Appendix “Q”. The Vace Financing
Agreement provided that Vace would lend to the First Vace Purchaser an amount equal to
40% of the purchase price of their unit which would be secured by a second mortgage.
The Vace Financing Agreement further provided that i) Vace would manage the unit for
the First Vace Purchaser in return for all net incoine from the unit except that the First
Vace Purchaser would receive 2% annually of the value of the mortgage commencing on
the second year of occupancy of the unit, i) Vace had the option at any time to acquire the
unit by taking over the morigage, and iii) the First Vace Purchaser could, at any time, at
his/her option, turn the unit over to Vace as long as the First Vace Purchaser’s first

mortgage was in an amoumnt equal to 60% of the original purchase price.

The First Vace Purchasers represent 11 of the 18 Non-Arm’s Length units set out in
Appendix “E”, including 2 units in the name of Anne-Marie Heinrichs, the daughter of
Vern Heinrichs (Anne-Marie Heinrichs is also the Unit-holder of a third unit, unit #1103,
the RTOA. for which was dated November 1, 2010). |

The next wave of life-lease purchases was during the period September 2004 through
June 2005 and included 18 unit sales to parties with a Korean name whose deposits
appear to have been financed by Vace (the “Vace Korean Purchasers™). The deposit

amounts for the Vace Korean Purchasers were 30% of the purchase price.
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133.  The Receiver understands that only a 30% deposit was required of the Vace Korean

Purchasers since Rose presented the Vace Korean Purchasers as arm’s length purchasers

and not as investors.

134, The Receiver was advised by John Yoon that certain of the Vace Korean Purchasers were
individuals whose intention was to assist the Project and that he did not believe that it was
their intention to move in to the Property. According to Mr. Yoon, the Vace Korean
Purchasers pulled out of the Project when they were asked to sign Amended RTOAs
which would further financially commit them to the purchase. This comment is
substantiated by Rose’s records which contain Letters of Relcase dated May 1, 2010
executed by fifteen of the Vace Korean Purchasers in which the Vace Korean Purchasers
claimed no on-going financial or legal interest in their respective units and released Rose
{rom any obligations in respect of those units. The Receiver was unable to locate in
Rose’s records letters of release for Vace Korean Purchaser unit #311, unit #701 and unit
#901, and nothwithstanding that Mr, Yoon has advised that Letters of Release were
executed for those units, the Receiver has classified these units as Non-Arm’s Length

Units. A copy of one of the Letters of Release is attached hereto as Appendix “R”.

“Professionals” purchasing units

135, The comments in the February 2009 E-Mail regarding “pay the professional fees and let
them buy the units” appear to involve the set off by Rose of amounis owing to the
Architect which .funds were used for down payments of certain purchasers including the
Vace Korean Purchasers. This appears to be reflected in an e-mail dated on or about
March 1, 2007 from John Yoon to Bob Gore, attached hercto as Appendix “S”, which
indicates that in order to obtain sufficient unit sales, a portion of the fees payable to the

Architect were used as down payments for the Vace Korean Purchasers,

Advance from Vace

136. The comments in the February 2009 E-Mail regarding Rose loaning a party $500,000

which it “put back as down-payment of the units” seems to refer to Vace. As discussed
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above, m 2006, Rose borrowed the 2006 Turfpro Loan of $500,000 from Turfpro. The
2006 Turfpro Loan documents set out that the 2006 Turfpro Loan was guaranteed by Vern

Heinrichs and Victor Heinrichs,

Rose’s records further indicate that Rose, within a few days of receipt of each of the
mstalments of the 2006 Turfpro Loan, forwarded cheques of an equal amount to Vace
which, upon receipt, sent cheques back to Rose for amounts that were slightly less than
the initial amount of the proceeds Vace received. For example, after receiving the first
instalment of the 2006 Turfpro Loan on May 19, 2006, Vace borrowed $200,000 from
Rose on May 22, 2006, by way of a promissory note. On May 23, 2006, Vace paid to

Rose $190,387 by certified cheque. Similarly, on September 7, 2006, Rose paid $150,000
to Vace by certified cheque.

Attached as Appendix “T” is a document entitled “Agreement between Vace Investments
and Rose of Sharon” that confirms Rose loaned the 2006 Turfpro Loan to Vace. The
bottom of Appendix “I™ states (including handwritten additions) that “Turfpro loaned
Rose $500,000 for down payments. Rose loaned this $500,000 to Vace for loans to

purchasers for down payments. Any down payments made on units sold after this loan

were to be paid to Turfpro to repay their loan.”

However, while the information in Appendix “T” indicates that the funds were to be used
for down payments, neither Rose’s records nor the records provided by Vace substantiate

a direct link to any particular RTOA between Rose and a Unit-holder.

Rose’s financial statements for the year ended December 31, 2006 reflect loans receivable
of $593,212 which amount includes a loan to Vace of $500,000. This loan has not; to the
Receiver’s knowledge, been repaid. The Receiver has not yet commenced efforts to

pursue collection of the $500,000 from Vace and will review this matter further with

counsel.
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Additional payments by Unit-holders

141.

142.

143.

144,

145.

Earlier in this Third Report, the Receiver set out that a significant portion‘of the funding
required by Rose to complete the construction of Rose, and manage its operations, were
obtained from Unit-holders (the Rose Promissory Notes — see paragraphs 99 to 100). The

effect of this manner of funding on Rose is discussed in the next section.
Current Status of Life-Lease Units and Monthly Payments

In order to perform a comprehensive analysis of the status of the Life-Lease Residence, it
was the Receiver’s view that the Receiver should also obtain documents directly from
Unit-holders to corroborate the information included in Rose’s records. To that end, by
letter dated October 19, 2011 (with second requests sent on November 16, 2011, where
appropriate), the Receiver wrote to Unit-holders at the addresses included in Rose’s
records, and requested certain information from the Unit-holders, including documents in
their possession relating to their purchase of the Life-Lease Units. The form of letter

initially sent to Unit-holders on October 19, 2011 is attached as Appendix “U”,

In response to its correspondence to Unit-holders, the Receiver received responses from
both Unit-holders and other parties having direct or indirect financial interests in the
individual Units. The responses received provided information on 78 of the 89 Life-Lease
Units that were at some point subject to an RTOA (excluding the 1 Unsold Unit) or option
to purchase. The Receiver intends on relying on Rose’s records for the 11 units in respect

of which responses have not been received.

With respect to the one Unsold Unit (unit #808), there is no evidence in Rose’s records to

indicate that any party currently has an interest in that unit.

While the Receiver had intended, as noted in the First Report, to publish an advertisement
in a newspaper to attempt to identify individuals who had not responded to the Receiver,
in view of the limited number of parties who have not responded and the uncertainty,

based on information provided by Mr. John Yoon, of whether those parties are in the
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Toronto area, the Receiver has not at this time proceeded to incur the costs associated

with placing an advertisement.

As set out in paragraphs 23 to 27, based on the Receiver’s analysis of the RTOAs and
supporting documentation, the Receiver has grouped the Life-Lease purchasers listed in

Appendix “E” into the following categories:

e 27 units purchased by arm’s length purchasers (representing purchasers of Korean

heritage) (the Arm’s Length Units);

¢ 1 arm’s length unit that appears to have been abandoned by the purchaser (the
Arm’s Length — Abandoned Unit);

¢ 16 units purchased by former directors of Rose and/or their spouses (the Director

Units);
e 2 units purchased by Mugungwha (the Mugungwha Units);

s 18 units purchased by non-arm’s length purchasers (i.e. investors) representing
purchasers who appear to have purchased units for investment or for purposes
other than personal occupation (the Non-Arm’s Length Units). These 18 units are
cdmposed of the 11 units purchased by the First Vace Purchasers, 1 additional unit
purchased by Anne-Marie Heinrichs, 3 of the 18 Vace Korean Purchasers units for
whom letters of release for their Life-Lease Units could not be located, 2 units for

which Robert Berg/ACC is the Unit-holder and 1 unit purchased by Leon Hui;

e 16 units originally purchased by Unit-holders who appear to have subsequently
" released their interests in the units back to Rose, including 15 of the 18 Vace

Korean Purchasers and unit #312 purchased by Esther Yoon (the Released Units);

e 6 units occupied by Unimac (the Unimac Units);
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s 3 units for which RTOAs were provided to Turfpro in exchange for various loans

(the Turfpro RTOA Units);

* 4 units for which options to purchase were provided to Turfpro in exchange for

various loans (the Turfpro Option Units); and
¢ 1 unsold unit (the Unsold Unit).

The total number of grouped units above totals 94 instead of 90 as four umts are
potentially subject to the interests of more than one party (unit #207 is being claimed by
both Unimac and Mugungwha Homes, unit #310 is a released unit but is also subject to an
option to purchase in favour of Turfpro, unit #802 is being claimed by Jane Kim and is a

Turfpro Option Unit, and unit #PH8 is being claimed by Unimac and is a Turfpro Option
Unit).

147. A discussion of the groupings of Life-l.ease purchasers listed in Appendix “E” is as
follows:

Arm’s Length Units

148. While the terms of the RTOA require that a Life-Lease purchaser “use the unit for
residential purposes”, the Receiver notes that two Arm’s Length Units purchasers own
two units (Mary Chon — unit #304 and unit #306; Sang-Hyun An and ChangLY An —unit
4809 and unit #811). Tn addition, only 4 of the 27 Afm’s Length Units (unit #707, unit
#708, unit #806 and unit #912) are actually occupied by the purchaser of the unit with the
rest of the Arm’s Length Units being occupied by either a relative (8 units), a third party

tenant (12 units) or are vacant (3 units).

Arm’s Length — Abandoned Unit

149. Rose’srecords indicate that Choo-Kook Chang executed an RTOA for unit #701 on April
21, 2005 and Soon Ki Chang executed an RTOA for unit #902 on May 14, 2005. As the

Receiver could not locate current addresses for these parties, the Receiver consulted Mr.



-52 -

~ Yoon who advised that Choo-Kook Chang and Soon Ki Chang were husband and wife,

and that while Soon Ki Chang had previously advised him that she no longer wanted the.
Unit, Mr. Yoon could not recall if Choo-Kook Chang had indicated that he also no longer
wanted his unit. Mr. Yoon indicated that he considered both units as being available for
sale. Accordingly, the Receiver has categorized Soon Ki Chang’s unit as an Arm’s Length
- Abandoned Unit and Choo-Kook Chang’s unit as a Non-Arm’s Length Unit (since

Rose’s records identified Choo-Kook Chang as a Vace Korean Purchaser but no letter of

release could be located).

Director Unils

150.

151.

152.

153.

Former Rose directors or their spouses have purchased 16 units. Young Jeon, Sun Hwa
Lee and Albert Yoon have each purchased two units while Lawrence Kim/Klara Kim
have purchased three units. In addition, John Yoon along with his wife Moon Yoon are

named purchasers of three units (unit #710, unit #712, and unit #1011).

With respect to John Yoon and his wife Moon Yoon, they entered into a RTOA dated
November 1, 2000 for the purchase of one unit for a net purchase price of $155,000. In
2006, the unit was divided into two separate units, unit #1009 and unit #1011. On
November 1, 2006, Mr. & Mrs. Yoon were granted a 10% purchase price rebate which
was to be provided at the time of closing. Mr. & Mrs. Yoon made ddwn payments of
$46,500 prior to the division of the units and made further payments totalling $55,000.1n
2008 and 2009 after the unit’s division (for a total of $101,500).

On June 14,2011, Mr. & Mrs. Yoon sold their interest in unit #1009 to Morgiana Lee for
a purchase price of $155,000 (Mzx. Yoon still is the Unit-holder for unit# 1011). Ms. Lee

paid a deposit of $65,000 to Rose leaving a balance of $90,000 due on closing. Ms. Lee
did not loan any funds to Rose. -

Based on its review of the transaction, and as Ms. Lee’s deposit was paid to Rose
suggesting that she was replacing Mr. and Mrs. Yoon as purchaser, the Receiver would

have expected that the amount repayable to Mr. & Mrs. Yoon would have been $101 ,900



-53.

representing the amounts they paid Rose towards that unit. According to Rose’s records,
Rose paid a total of $l 16,050 to Mr. & Mrs. Yoon in three separate payments on July 7,
2011, August 16, 2011 and August 25, 2011. Attached as Appendix “V” is
correspondence provided by Mr. Yoon which includes his explanation for the amount of
the payment by Rose. The Receiver continues to investigate this matter and will, if it
considers appropriate following a review with its legal counsel of this transaction, seek to

recover any amounts the Receiver considers to have been overpaid to Mr. and Mrs. Yoon.

Mugungwha Units

154.

155.

Two of the RTOA’s for the Arm’s Length Units have been entered into with Mugungwha,

namely unit #205 and unit #207 (this unit is currently in the possession of Unimac which

is leasing the unit to a third party tenant).

Mugungwha raised a portion of the funds that Rose used as its equity contribution to the
Project. John Yoon is Mugungwha’s Fundraising Coordinator. John Yoon advises that

Mugungwha purchased the units with the intent of using them for Korean community

functions.

Non-Arm’s Length Units

156.  The 18 units grouped under the title Non-Arm’s Length Units can be further described as

follows:

» 2 units purchased by Robert Berg/ACC. ACC operates its business out of both

units;

s 1 unit purchased by Leon Hui, a principal of Unimac. This unit is rented outto a

‘third-party tenant;

e 12 units purchased by individuals financed by Vace (the eleven First Vace

Purchasers, which includes 2 units purchased by Anne-Marie Heinrichs, and a
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twelfth unit subsequently purchased by Anne-Marie Heinrichs). These units were

purchased to be rental properties. None of these units is currently occupied: and

» 3 units which were purchased by Vace Korean Purchasers for which letters of

" release could not be located in Rose’s records.

Released Units

157.

As discussed above, 15 purchasers whose deposits appear to have been financed by Vace
released their respective interests in the units for which those purchasers were originally
named as purchaser in an RTOA. These purchasers were referred to earlier in this report
in the discussion of the Vace Korean Purchasers (See paragraphs 132 to 134). One further
unit, unit #312 purchased by Esther Yoon, was also released back to Rose. Rose’s records

do not appear to indicate that this purchaser should be included with the Vace Korean

Purchasers.

Unimac Units

158.

159.

Rose’s records indicate that with reference to the Unimac MOU, Rose and Unimac

entered into the following RTOAs:

Unit # Date of RTOA Price
207 November 2008 $ 281,140
301 November 2008 269,900
303 November 2008 249,740
309 September 2009 - 351,000
PH1 September 2009 457,930
PHS8 September 2009 691,000

$ 2,300,710

A sample copy of the RTOA for unit #301 (formerly unit #UM2) is attached hereto as

Appendix “W?”. The Receiver has been unable to locate a copy of the RTOA for unit
#309.

It would appear that the RTOAs for the Unimac Units were to be held in a form of escrow
arrangement in the event that Rose defaulted on the terms of the Unimac MOU. When



-55-

Rose apparently failed to pay the Unimac Debt resulting in Unimac declaring Rose in
default of the terms of the Unimac MOU, Unimac took possession of the Unimac Unifs
upon the issuance of the Occupancy Permit and began renting out the units to tenants. The
Receiver notes that Unimac did not pay any deposits on these Units and has not paid any

Maintenance Fees in respect of the Unimac Units.

160. Notwithstanding Unimac’s taking of possession of the aforementioned units, Rose has
maintained that Unimac also defaulted on the terms of the Unimac MOU in that Unimac
failed to obtain substantial completion of the Project and an Occupancy Permit by March

31, 2009. It was Rose’s position that the Unimac MOU was no longer binding.

Turfpro Units

161. The Receiver set out earlier in this Third Report (sec paragraphs 82 to 96) that Turfpro
provided various loans to Rose. In consideration for those loans, among other things, Rose
i) entered into RTOAs for unit #3035, unit #PH5 and unit #PH7 (the Turfpro RTOA Units)
and i1) Rose provided options to purchase unit #310, umit #802, unit #PH3 and unit #PHS8
(the Turfpro Option Units). Unit #802 was subsequently sold by Rose to Jane Kim (an
Arm’s Lengfh Purchaser). The proceeds from the sale were received and retained by Rose.

162. Neither the Turfpro RTOA Units nor the Turfpro Option Units are occupied except for
unit #PH8 which Unimac has taken possession of, and unit #802 (sold by Rose to Jane
Kim). While Ms. Kim does not appear to have made any deposits on account of the unit,

according to Rose’s records and information provided by Ms. Kim, Ms. Kim has loaned

$100,000 to Rose by way of promissory note.

Unsold Unit

163. As set out above in paragraph 144, there is only one unit, unit #808, which does not
appear to be subject to an RTOA or an option to purchase. As at the Appointment Date,

Rose was actively marketing this unit for sale (along with the Released Units).
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Monthly Payments

164.

165.

166.

167.

Each month, Life-Lease purchasers are required to remit to Rose their Amended RTOA
Payment, if any, and Maintenance Fees (“Unit-holder Payments™). Since the time of
their occupancy up to and including the Appointment Date, many Unit-holders have failed

to make certain, and in somne cases all, of their Unit-holder Payments.

For instance, no Unit-holder Payments have been received from the First Vace Purchasers
or Unimac (in respect of the Unimac Units). Also, certain Unit-holders who are renting

their units to third parties have failed to pay a substantial portion of their Unit-holder
Payments.

Sterling advises that for the period from November 1,2011, the effective date for which
Sterling became Property Manager of the building, to December 31, 2012, there are a
number of Unit-holders who are not paying the monthly Maintenance Fees,
notwithstanding monthly written notices that Sterling delivers to the Unit-holders.
Pending a determination as to the Unit-holders’ rights to their units, the Receiver has

refrained from instituting formal collection proceedings to effect collection of the unpaid

amounts,

The Receiver calculates that the amount of unpaid Umt-holder Payments up to September

30,2012, including for the period prior to November 1, 2011, is approximately $960,000.

BULLDING CONDITION

168.

169.

Asreported in the First Report, following the Receiver’s appointment, Mr. Yoon provided
the Receiver with a schedule prepared by the Architect which listed construction
deficiencies the Architect had identified. The Architect’s schedule of deficieneies, which
was attached as Appendix “C” to the First Report, indicated that the estimated cost to

remedy the deficiencies was in excess of $500,000.

The Receiver also met with representatives of two contractors: Fire & Ice, the contractor

engaged by Rose to provide repair and maintenance services to the Property prior to the
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Appointment Date, and Diversatech Mechanical Ltd. (“Diversatech™), a contractor
engaged by the Receiver to rectify certain heating issues in the building. Both contractors

advised the Receiver of deficiencies they had noted in the building construction.

170.  Inorder to independently assess the condition of the building and determine if there were
issues requiring rectification, the Receiver engaged Norman Lee & Associates Lid.,

consulting engineers, (“NL.A”) to conduct a building condition assessment.

171.  Tnits Building Audit Report (“BAR™) dated March 2012, NLA identified a number of

major deficiencies in the building, including:

a. the windows installed in the Project failed to meet the criteria set out in the

Contract specifications for air tightness, water tightness and insect screen strength

and must be replaced;

b. sliders on all sliding glass doors do not meet Ontario Building Code requirements

and must be replaced;

c. all balcony guardrails do not meet Ontario Building Code requirements in that
they are not 42 inches froin the bottom track of the sliding door to the top of the
rail, and mmany instances the balcony guardrail openings exceeded the maximum
four inch Ontario Building Code requirements. All balcony guardrails will have to

be retrofitted to meet Onfario Building Code requirements;
d. numerous deficiencies with respect to the Electrical Safety Code;
e. laundry machines had never been connected and were not operational;
£ no air and water balancing were performed to the air and hydronic systems;

g. the heat exchanger and its hydronic coil were installed contrary to the Contract

specification;
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h. the mechanical penthouse roof leaked during rain events due to the lack of a

waterproofing membrane and had to be waterproofed;

i. the brick masonry termination at the southeast corner of the building was left

incomplete, exposing the wall to direct water penetration;

j. the concrete in the parking garage is leaking. Testing showed that the Chloride
Ion content exceeded the maximum allowed. This was the result of the failure to

install a waterproofing membrane;

k. the drywall is cracked at many door frames, which could be caused by improper

site assembly of the door frame and/or inadequate metal stud framing around the

door opening; and
1. paint in some units was so thin it does not fully cover the drywall.

172. NLA has verbally advised the Receiver that the estimated cost to rectify the deficiencies
NLA had identified could exceed $3.0 miilion.

173. NLA reported that the heating, ventilation and air conditioning systems (“HVAC”) for the
building had not been properly commissioned after installation which resulted in a failure
of the systems to work properly if at all. The Receiver directed NLA to conduct areview
of the HVAC system in order to identify the necessary commissionirig requirements and
repairs necessary to make the system operational. Based on NLA’s review, the cost of

completing these repairs is at least $140,000.
STATEMENT OF CLAIM AND CONSTRUCTION LIEN LITIGATION

Statement of Claim

174. Given the extent of the deficiencies identified by NLA, according to the definition set out
in the Construction Contract and the Construction Lien Act, R.S.0. 1990, C. C.30, the

Receiver concluded that significant deficiencies existed and continue to exist such that the
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Project was not, and could not have been, substantially complete on September 17,2010

when the Certificate of Substantial Performance was issued by the Architect.

By letter from Gowlings dated May 4, 2012, Unimac was provided with notice of default
under the Construction Contract and was given five working days to correct the
deficiencies as set out in the BAR. By letter dated May 9, 2012 to Gowlings, Unimac,
through its counsel, claimed that it had not received the BAR. By letter dated May 14,
2012, a second copy of the BAR was forwarded to Unimac. Unimac has not responded to

the Receiver or Gowlings, and has not corrected any of the deficiencies.

By letter dated June 1, 2012, Gowlings advised Trisura, the surety of the $7,420,000
Performance Bond issued in respect of the Construction Contract, i) of Unimac’s default
under the Construction C_ontract and its failure to correct the default; and ii) that Rose, by

its Receiver, is entitled to enforce its rights pursuant to the terms of the Performance
Bond.

A condition of the Performance Bond was that “any suit or action must be conimenced
within two (2) years from the earlier of (1) the date of Substantial Performance of the
contract as defined in the lien legislation where the work under the Contract is taking

place ... or (2) the date on which the Principal is declared in default by the Obligee.”

By c-mail correspondence dated July 17, 2012, Borden Ladner Gervais LLP (“BLG”),
counsel to Trisura, advised that Trisura’s preliminary position was that Rose had declared
Unimac in default of the Construction Contract on June 4, 2010 and/or June 16, 2010
such that it was Trisura’s position that the two year period in which an action could be
commenced had expired on June 16, 2012. By letter dated July 19, 2012, Gowlings
advised BLG that the alleged default in June 2010 related to a delay claim which was
subsequently remedied by Unimac by virtue of the eventual issuance of the occupancy
permit by the City of Toronto in November 2010 and that Rose’s current claim relates to

Unimac’s failure to rectify its deficient work. Accordingly, it was the Receiver’s position
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that the two year period for commencing an action began on September 17,2010, the date

of substantial completion of the Project, and ended on September 16, 2012.

Given Trisura’s refusal to accept Rose’s claim against the Performance Bond, on
September 14, 2012, Rose, by its Receiver, issued and served a Statement of Claim (the
“Statement of Claim™) against i) Trisura m that it is liable to Rose for all damages
incurred as a result of the breaches by Unimac pursuant to the Performance Bond,; ii)
Unimac Group Ltd. operating as Mikal-Calladan Construction Inc., Unimac Group Ltd.,
Mikal Calladan Construction Inc., iii) Victor J. Heinrichs Architect Inc., Victor J.
Heinrichs Inc., iv) York Health Care Developments Inc. (“York™), v) Jain & Associates
Limited (“Jain®), and vi) M.V. Shore Associates (1993) Limited (“MV Shore”) for

breach of contract and/or negligence in connection with the Project.

York was retained by Rose to act as Project Manager. Jain was retained by Rose as
engineering consultants to prepare mechanical, plumbing and electrical specifications for
the Project. Jain also acted as electrical consultant to the Architect. MV Shore acted as

mechanical engineers on the Project and as consultant to the Architect.

The Receiver is in the process of reviewing the Statements of Defence that have been filed
in response to the Staternent of Claim. The Receiver will provide in a future report to the
Court an update on the status of the Statement of Claim proceedings.

Given Trisura’s refusal to rectify the deficiencies, the Receiver is, subject to having
sufficient funds, moving forward with rectification of the deficiencies in the HVAC
systeins and is intending to proceed to obtain proposals to address the other significant
deficiencies identified by NLA. As of December 31, 2012, the Receiver has incurred

costs of approximately $192,000 on repairs and maintenance for the Property.

Construction Lien Litigation

183.

As set out in Paragraph 70 of this Third Report, the Unimac Lien was assigned to Trisura.

Pursuant to Section 37 of the Construction Lien Act, Unimac was required to set the
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Construction Lien action (the “Lien Action™) down for trial by December 31, 2012,
failing which the lien would expire.

As set out in the Second Report, in view of the stay of proceedings provisions of the
Appointment Order, Trisura requested the Receiver’s consent to lift the stay of
proceedings in order for Trisura to set the Lien Action down for trial. As Trisura would
not agree to the terms on which the Receiver would provide its consent, Trisura brought a
motion, heard on December 21, 2012, for an Order lifting the stay of proceedings in order

that Trisura could set the Lien Action down for trial.

As discussed in Paragraph 4 of this Third Report to the Court, and as set out in the
December 27 Order, the Court ordered the lifting of the stay of proceedings on the terms

set out in the December 27 Order.

The Receiver will provide in a future report to the Court an update on the status of the

Construction Lien litigation.

CONDOMINIUM CONVERSION

187.

188.

As set out in the First Report, the building was not constructed under the terms of the
Tarion warranty program as sales of life leases are not subject to the Ontario New Homes
Warranty Act. As such, the building’s units could not be sold initially as condominium
units. Rose’s plan was to eventually convert the Property to condominiums, such that the
Nufsing Home would comprise one condominium, and the individual units of the Life-
Lease Residence would constitute individual condominiums. By the conversion of the
Life-]ease Residence to condominiums, Rose intended to facilitate purchasers’ ability to
secure financing to acquire their Life-Lease Units. Registration ofa condominium plan

for the Property was also a requirement of Peoples’ loan to Rose.

While there is draft plan approval for the two plans, one with respect to the Nursing Home

and the other with respect to the Life-Lease Resi-dence, the process stalled as Rose did not
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have the expertise to respond to outstanding questions, nor the time or the money to deal

with finalizing the process.

Gowlings advises that it is advantageous to continue the process of creating two
condominium plans, one to separate as condominium units the Nursing Home and the

remainder of the building, and the second to create condominium title for each of the 90

residential Tife-Lease Units.

Tn the First Report, the Receiver set out that the condominium plans have been draft

approved and can proceed to registration subject to completion of a number of conditions

and tasks including:

(a) conveyance of a 2.2 metre strip of land along Vaughan Road to the City of
Toronto owned by Rose. Proof of the non-contaminated condition of these lands
has been provided to the City by way of a site condition filing and a confirming
fetter from environmental consultants which had been obtained by Rose prior to
the receivership. It appears the conveyande to the City can be made (subject to

completion of the other documents as set out n (b) and (c));

(b) completion of the condominium declaration and other condominium

documentation; and

(c) creation of various easements required for access and passage over parts of the

Property and completion of agreements for some shared services.

Gowlings advises that it requires the coordination of the surveyor and to retain an

architect to finalize the Draft of Plan of Condominium and certify the easements and

reciprocal rights of ways have been correctly identified in the Declaration. The Receiver

requires certification from an engineer or architect to certify that the building has been

completed in accordance with the Condominium Act.

The deadline for submission of materials to the City in respect of approval of the Draft

Plan of Condominium is May 26, 2013. Gowlings has advised that it will not be in a
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position to have the required documentation completed by that date and, accordingly,

Gowlings will be seeking from the City an extension of the deadline.

193. The Receiver will provide an update on the status of the conversion to condominiums ina
future report to the Court.
NURSING HOME UPDATE

194. The Nursing Home is fully occupied, and has been essentially fully occupied since the

195.

196.

197.

Appointment Date.

On April 2 through May 28, 2012, the MOHLTC conducted its annual Resident Quality
Inspection (“RQI”) of the Nursing Home. The MOHLTC issued eighteen written notices
of non-compliance with certain provisions of the Long-Term Care Homes Act, 2007 (the
“LTCHA”). Each written notice requested that a written plan of correction for achieving

compliance be prepared. ACC has advised the written plans were prepared.

Attached hereto as Appendix “X” is an operating statement for the period January 1 to
November 30, 2012 for the Nursing Home. As set out on the operating statement, the
Nursing Home has generated positive net operating income of $240,338, which is $75,900
or 46% greater than budgeted operating income. Approximately $31,000 of the positive
variance is due to savings in leasing costs which is the result of the Receiver exercising

buyout rights for certain leased equipment whereas the budget anticipated ongoing lease

~ payments. Another significant component of the positive variance is lower than

anticipated costs for various operating expenses, including realty tax expense which is

$75,901 less than the budgeted expense as the City had not revised property taxes for the

year as anticipated in the budget.

In the First Report, the Receiver set out that there were approximately 47 Nursing Home
employees (the “Uniﬁn Employees”) who were represented by the United Food and
Commercial Workers International Union, Local 175 (“UFCW?”), and that by lettc;r dated
November 8§, 2011 from the UFCW to the Receiver, the UFCW gave “notice of its intent
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to open negotiations for the purpose of amendments and modifications to the current
Collective Agreement.” Gowlings responded to the UFCW that the Receiver will not be
negotiating a collective agreement, but will honour the terms and conditions of

employment that were in place at the Appomtment Date.

The Receiver has not had further communications with the UFCW and continues to

honour the terms and conditions of employment that were in place at the Appointment

Date.

The management agreement with ACC (the “Nursing Home Management Agreement”)
provides for annual renewals on the anniversary of the Appointment Date unless one party
provides notice to the other party 60 days prior to the end of the successive one year
period. As neither party gave notice of termination of the management agreement, the

agreement was renewed for a one year period on September 27, 2012,

Tn the First Report, the Receiver set out that Pursuant to section 110 of the LTCHA, the
Nursing Home Management Agreement must be approved by the Director and that as of
the date of the First Report, the Receiver had not yet received the Director’s approval of

that agreement. On December 29, 2011, the Director’s approval was received by the

Receiver.

PROPERTY MANAGEMENT AGREEMENT

201.

The property management agreement with Sterling expired by its term on October 31,

2012. The Receiver has renewed the property management agreement for a further 12

month period.

REALIZATION CONSIDERATIONS FOR THE PROPERTY

202.

The Receiver engaged Altus Group Limited (“Altus™) to provide an appraisal of the
Property. The appraisal set out that, among other things, subject to considering the impact
on funding previously provided to Rose by MOHLTC, the highest net return on the

Property would result from the conversion of the three floors that comprise the Nursmg
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Home to residential condominium units. The appraisal also states that the highest and best

use of the units within the Life-T.ease Residence is as residential condominiums.

In addition, the Receiver engaged in correspondence/discussions with three real estate
brokerage firms and three real estate advisory firms to obtain their views/proposals
regarding strategies for the disposition of the Property. Although only certain of those
parties provided information to the Receiver, based on that information, it appears that

conversion of the Property to a residential condominium building or a multi-residential -

building could increase the value of the Property.

The Receiver has not, at this time, performed an analysis of the costs/benefits of
converting the entire Property to a residential condominium building or a multi-residential
property due to the existence of the Life-Lease Residence, and the potential interests as at

the Appointment Date of the Unit-holders therein.

Due to the possible impact that public disclosure of the financial and valuation
information could have on any marketing aud sale process that may be undertaken by the
Receiver, the Receiver has not in this Third Report included the Altus appraisal nor the

information received from the real estate brokerage firms and the real estate advisory

firms.

REQUEST FOR ADVICE AND DIRECTION

206.

207.

The First Report and this Third Report set out the various interests, and effectively claims,
different parties have to the Life-Lease Units, including Peoples, subsequent

mortgagees/secured creditors, Umt-holders or lenders to Unit-holders.

In the First Report, the Recgiver set out tha‘; it had received Blaneys’ opinion that, subject
to the standard qualifications set out therein, the security held by Peoples 1s a legal, valid
and binding obligation of Rose that is enforceable against Rose. As at the Appointment
Date, Rose’s indebtedness to Peoples was approximately $15 million. As at December 31,

2012, Rose’s indebtedness to Peoples was approximately $16.2 million excluding the



208.

2009.

210.

- 66 -

$500,000 advanced by Peoples to the Receiver in consideration for a Receiver’s

Certificate.

The Receiver is currently continuing with the conversion of the Life-Lease Units to
condominiums and anticipates that that process will be comnpleted within the next four to
five mnonths. At that time, the Receiver will be in a position to formulate a disposition
strategy for the condominium units. In order to develop the marketing strategy, the
priority interests in the Life-Lease Residence units need to be determined. The Receiver
believes that this determination will influence the Receiver’s strategy on dealing with the
individual units and possibly the Receiver’s ability to source funding for additional
borrowings that the Receiver will require to carry out that strategy.

As aresult, the Receiver is of the view that now is the appropriate time to establish which

party/parties has the primary interest(s) in the Life-Lease Units.

Peoples has advised the Receiver that it will be filing a motion in which Peoples will set

out its position on priority. It is the Receiver’s understanding that Peoples’ position is
that:

a) the claims of all Unit-holders against the Property or its proceeds, whether under

RTOAS or otherwise, and any tenants of such Life-Leases, are subordinate to the

claims of Peoples;

b) the Receiver should take all commercially reasonable steps to register the Property

as a condominium, pursuant to the Condominium Act and related regulations; and

¢) thatupon registration of the Property asa condominium under the Condominium
Act (the “Registration Date”), the Receiver may market and sell all condominium
units (including a umit or units in respect of the Nursing Home) comprising the
Property, free and clear of any and all claims of any person, including the claims
of Unit-holders, and free and clear of any ownership or proprietary claims,

security interests, hypothecs, niortgages, trusts, deemed trusts, liens, executions,
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levies, charges, or other financial, monetary or proprietary claims, whether
perfected or not perfected, registered or unregistered, secured, unsecured or

otherwise.

Blaneys has verbally provided the Receiver with its opinion that it is in agreement with

Peoples’ position that the Construction Mortgage has priority over the interests of all of
the Unit-holders. '

The Receiver recognizes that various Unit-holders may wish to make submissions to the
Court on the issue of priority. In that regard, the Receiver is concerned of the possibility
that a number of different counsel will be engaged by the Arm’s-Length Claimants. Asit
appears to the Receiver, based on the documentation it has reviewed, that the
circumstances relating to the Arm-Length Unit-holders’ interests in Rose may be similar,
the Receiver is of the view that it would be more efficient for the Arm’s Length
Claimants, the Receiver and the Court if the inferests of the Arm’s Length Claimants were
represented by one firm (“Representative Counsel™). Peoples has advised the Receiver
that should Representative Counsel be appointed on terms that are acceptable to i,

Peoples would support the appointment of Representative Counsel and its funding from

the receivership estate.

The Receiver intends on serving its report on the Unit-holdets, including those who have
released their interests in their vnits, whose addresses are known to the Receiver (88 of
90 units — the Receiver has been unable to obtain a cutrent address for the Unit-holder of

the Arm’s Length — Abandoned Unit, and 1 unit is unsold), and on the 28 tenants in Life-

Lease Units.

The Receiver may file a further report with this Court, including any recommendations of
the Receiver as may be appropriate, after the Receiver has reviewed the submissions, if
any, that may be provided by the various stakeholders to whom this Third Report is

served, and any other parties who respond to this motion.
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FUNDS AT KOREAN (CANADA) CREDIT UNION

215.

216.

217.

218.

As reported in the First Report, Rose maintained three accounts at KCU which at the
Appointment Date contained $205,148.61 (the “KCU Funds™). On or about October 14,
201 .1, KCU advised the Receiver that KCU intended to set off against the KCU Funds,
$150,000 representing loans that KCU had made to certain current and former members
of Rose’s board of directors which loans had been guaranteed by Rose. The Receiver
advised KCU that it was not permitted to apply such a set off and that all of the KCU
Funds should be remitted to the Receiver. KCU advised that it required direction from its
board of directors which was to meet on October 20, 2011, and that it would thereafter
provide its position to the Receiver. On October 24, 2011, Gowlings wrote to KCU to
advise KCU that the Receiver expected to receive without setoff the KCU Funds and if
KCU maintained its position that it would set off the KCU Funds against the amounts
KCU loaned to certain individuals, KCU should provide to Gowlings documentation in

support of KCU’s position. KCU did not provide the Receiver or Gowlings with

documentation to support its position.

Based on a review of the bank statements that comprise the KCU Funds, it appears that on
October 25, 2011, KCU set off $150,000 against the KCU Funds. As at November 30,
2012, the balances of Rose’s accounts at KCU total $37,437.13.

To date, KCU has not provided to the Receiver the KCU Funds nor has KCU provided the
Receiver with the basis upon which it was proposing to set off against the KCU Funds

amounts equal to Rose’s guarantee of loans provided by KCU to Rose’s former directors.

It is the Receiver’s position that KCU did not, and does not, have the right to apply the
setoff. Therefore, the Receiver is seeking an order from this Court directing KCU to pay
to the Receiver, without setoff, contra or deduction, an amount equal to the KCU Funds
plus any interest that would have been earned thereon, net of any bank charges levied

againsf those funds that are approved by the Receiver.
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SECURED CREDITORS

219.

220.

221.

In the First Report, the Receiver noted that Canada Revenue Agency had not yet

performed audits of Rose’s payroll deductions and HST accounts which audits were

scheduled for the week of December 5, 2011.

CRA conducted its audits of Rose’s payroll deductions and GST/HST accounts on
December 5, 2011 and December 7, 2011 respectively. The results of the payroll audit

were that there were no amounts owing by Rose.

With respect to GST/HST, by letter dated January 25, 2012, CRA advised the Receiver
that the GST/HST payable was $3,527,072.50, imclusive of penalties and interest of
$224,606.63. Of the total amount outstanding, CRA informed the Receiver that
$15,318.77 is held in trust pursuant to Section 22(3) of the Excise Tax Act.

TRANSFERS UNDER VALUE

222,

223,

In the First Report, the Receiver reported that it had commenced a review of Rose’s
transactions for the one year period preceding the Appointment Date in order to determine
if there were any transfers at under value that could be subject to review pursuant to the
provisions of the Bankruptcy and Insolvency Act and that it was awaiting receipt from

KCU of photocopies of the bank statements and cancelled cheques that the Receiver had

been unable to locate.

The Receiver subsequently received the copies of the bank statements and cancelled
cheques it had requested enabling the Receiver to complete its review. Based on its
review, other than the payments to John and Moon Yoon identified above in paragraphs

151 to 153, the Receiver has not identified any transactions that it believes requires further

mvestigation or pursuit.
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INTERIM STATEMENT OF RECEIPTS AND DISBURSEMENTS

224,

225.

226.

227.

Attached hereto as Appendix “Y” is the Receiver’s Interim Statement of Receipts and
Disbursements for the period September 27, 2011 to December 31, 2012 (the “R&D™).
The R&D indicates that as of December 31, 2012, the balance in the Receiver’s bank
account in respect of Rose, including the account iaintained by Sterling but prior to
consideration of the balance in the bank account maintained by ACC relating to the
operations of the Nursing Home, is $246,055.

The R&D includes receipts from the MOHLTC on account of monthly funding of the
Nursing Home. In accordance with the Appointment Order, _this funding is transferred to
the bank account established for Nursing Home operations that is maintained rby ACC.
Any excess funds not required for operation of the Nursing Home are transferred back to

and held in the Receiver’s bank account.

The R&D also reflects the receipts and disbursements relating to the Life-Lease

Residence.

The Receiver is seeking the Court’s approval of the R&D.

STATUTORY REPORTS

228.

Attached as Appendix “Z? are copies of the Report(s) of Recetver pursuant to section

246(2) of the Bankruptcy and Insolvency Act for the six month periods ending March 31,
2012 and September 30, 2012,

RECEIVER’S BORROWINGS

229.

The Appointment Order authorizes maximum Receiver borrowings of $500,000. In the
First Report, the Receiver reported that it did not anticipate the need to borrow funds at

feast in the short term as cash-on-hand appeared to be sufficient to fund operatidns and

other receivership costs.
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230. A number of matters have since arisen that have negatively impacted the Receiver’s cash

flow situation, including the following:

o while initialiy approximately 31 Unit-holders were making monthly
payments in tespect of their units, payment compliance has deteriorated
resulting in much lower receipts than anticipated. In the month of

December 2012, only 19 Unit-holders submitted monthly payments
totalling $15,854;

. higher repaits and maintenance costs than anticipated as deficiencies

identificd by NLA and Sterling are being addressed by the Receiver; and

. higher Receiver and legal fees due to the increased time required to review

and analyze the issues involved with the Life-Lease Residence.

231. Pursuant to a Receiver's Certificate dated February 6, 2012, the Receiver borrowed
$500,000 from Peoples to be used to fund Rose’s operations and pay receivership costs.

232. Inview of the ongoing issues involved with the Life-Lease Residence and the Property in )
general, and the deficiencies identified by NLA that will require significant expenditures
to remediate, the Receiver anticipates requiring significantly more funds in the future to

fund repairs and maintenance, and the professional costs associated with the receivership.

233.  While the Receiver has commenced proceedings against various parties including Trisura
in connection with the buildimg deficiencies, it is uncertain when these proceedings will

be resolved and of the amount that may be paid to the Receiver.

234. The Appointment Order provided for a maximum borrowing limit by the Receiver of
$500,000. At this time, the Receiver is seeking an Order increasing the Receiver’s
borrowing limit to $1,500,000. An édditional increase in the amount of the borrowing
limit may be required in the future to address the repairs to and/or additional work at the
Property.
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STATEMENTS OF ACCOUNT OF THE RECEIVER AND ITS COUNSEL

235.

236.

237.

238.

239.

240.

The Receiver’s fees for services rendered for the peridd November 16,2011 to December
31, 2012 in respect of its activities as Receiver are particularized in the Affidavit of
Daniel Weisz sworn February 8, 2013 and the invoices attached as exhibits thereto. The

total amount of the invoices for this period is $582,092.98, inclusive of HST (“Receiver
Fees”).

The fees and disbursements of Gowlings, counsel for Peoples Trust, in respect of work
performed for the Receiver, for the period November 1, 2011 to December 31, 2012 will
be particularized in an affidavit to be sworn. The total amount of the invoices for this

period is $244,168.52, inclusive of HST (“Gowlings Fees™).

The fees and disbursements of Blaneys, independent counsel to the Receiver, inrespect of
work performed for the period November 1, 2011 to December 31, 2012 will be
particularized in an affidavit to be sworn. The total amount of the invoices for this period

is $59,936.70, inclusive of HST (“Blaneys Fees”).

The Receiver has reviewed the invoices of both Gowlings and Blaneys and finds the work

performed and charges to be appropriate and reasonable.

The Receiver has sought and received the approval of Peoples to the Receiver taking

interim draws against the fees of the Receiver and Gowlings.

The Receiver is seeking this Honourable Couri’s approval of its activities to December

31, 2012 and the Receiver Fees, Gowlings Fees and Blaneys Fees.

RECEIVER’S REQUEST TO THE COURT

241.

The Receiver is respectfully secking the advice and direction of the Court regarding the
priority of claims between Peoples and the various creditors and Life-Lease purchasers.

In addition, it is seeking an order:
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approving the Second Report and this Third Report and the actions and activities
of the Receiver from December 9, 2011 to December 31, 2012;

approving the R&D;

approving the appointment of Representative Counsel in respect of the Arm’s
Length Claimants;

directing KXCU to pay to the Receiver, without setoff, contra or deduction, the
KCU Funds plus any interest that would have been earned thereon, net of any
bank charges levied against those funds that are approved by the Receiver;

increasing the maximum of the Receiver’s borrowing limit to $1,500,000; and

approving the Receiver Fees, Gowlings Fees and Blaneys Fees.
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All of which is respectfully submitted to this Honourable Court.
DATED this 19" day of February, 2013.

Deloitte & Touche Inc.

Receiver and Manager of the current and future
assets, undertakings and properties of

Rose of Sharon (Ontario) Retirement Community
and not in its personal capacity

MLA&—F 75—;@& (A -

Daniel R. Weisz, CA=CIRP, CIRP Hartley Bricks, MBA, CA+CIRP
Senior Vice President Vice President
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L E s Court File No. CV-11-9399-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE ) TUESDAY , THE 27% DAY
)
JUSTICE C. CAMPBELL ) OF SEPTEMBER, 2011
BETWEEN:
PEOPLES TRUST COMPANY
Applicant
- and -
ROSE OF SHARON (ONTARIO) RETIREMENT COMMUNITY
Respondent

APPLICATION UNDER section 243 of the Bankrupicy and Insolvency Act,
R.S.C. 1985, c. B-3, a5 amended, and. under section 101 of the
Courts of Justice Act, R.8.0. 1990, ¢. C.43

TED APPOINTMENT ORDER

THIS APPLICATION made by Pcoples Trust Company {(“Peoples Trusi” or the
“Applicant”) for an Order pursuant to section 243(1) of the Bankruptcy and Insolvency Act,
R.5.C. 1985, ¢. B-3, as amended (the "BIA™) and section 101 of the Courts of Justice Act,
R.5.0. 1990, c. C:43, as amerided (the "CJA™) app6inting Déloitte & Touche Inc. (“Deloitte”)

as receiver and manager (in such capacities, the "Receiver") without sccurity, of all of the
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assets, undertakings and properties of Rose of Sharon (Ontario) Retirement Community (the

“Debtor”™), was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Affidavit of Michael Lombard sworn September 22, 2011, and the
Exhibits thereto and on hearing the submissions of counsel for the Applicant and counsel for the
Debtor no one appearing for any other party although duly served as appears from the Affidavits
of Service of Alma Cino, swom September 23 and September 26, 2011, and on reading the

Consent of Deloitte to act as the Receiver,
SERVICE

1, THIS COURT ORDERS that the tinte for service of the Notice of Application and the
Applicaﬁon Record herein is hereby abridged and validated so that this motion is properly
returnable today and hereby dispenses with further service thereof.

APPOINTMENT

e

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of
the CJA, Deloitte is hereby appointed Receiver, without security, of all of the Debtor’s current
and future assets, undertakings and properties of every nature and kind whatsoever, wherever

situate, including all proceeds thereof (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 foregoing, the Receiver is hereby expressly empowered and authorized to do any of the

following where the Receiver considers it necessary or desirable:

(a) to take possession of and exercise control over the Property and any and
all proceeds, receipts and disbursemnents arising out of or from the

Property;

(b) 1o Teceive, preﬁerv.e‘,_éihd protect- and maintain control of the Property, or

any part. or parts thereof, including, but not limited to, the changing of
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locks and security codes, the relocating of Property to safeguard it, the
cngaging of independent security personne], the taking of physical
inventories and the placement of such insurance coverage as may be

necessary or desirable;

subject to section 110 of the Long-Term Care Homes Aet, 8.0, 2007, . 8
(the “LTYCHA™) to manage, operate, and ,cany- on the busingss of the
Deltor, including the powers to enter into any agreements, incur any
obligations in the ordinary course of business, cease to carry on all or any’

part of the business, or cedse to perferm any eontracts of the Dehbtor;

subject to section 110 of the LTCHA, to engage consultants, appraisers,
agents, experts, auditors, accountants, managers, counsel and such other
persons from time to time aud on whatever basis, including o a temporary
basis, to. assist with the exercise of the Receiver's powers and dufies,
including without Timitation those conferréd by this Order, and in this
regard. the Reesiver is specifically authorized to retain counsel for the
Applicanf to advise and represent it save and except on mallers upon
which the Receiver in its judgment defermines it requires independent

advice, in which case the Receiver shall retain Blaney McMuriry LLP;

to purchase or lease such machinery, equipment, inventories, supplies,
premises or other assets to continue the business of the Debtor or any part

or parts. thereof;

to- teceive and colleet all monies: and accounts now owed or hereafier
owing to the Debtor and to exercise all temedies of the Debtor in
collecting such monies, including, without limitation, o enforce any

security held by the Debtor;

Notwithstanding anything in this Order, the Debtor is the licensee (the
“Iicensee”) of the long-term care home located at 17 Maplewood Avenue,

Toronto, Ontario which forms a part of the Property (the “Home”). The
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Home is currently licensed pursuant to the LTCHA and the regulations
thereundér’ Toronto Central Local Health Intepration Network (“1C
LHIN) will continue to pay the Licensee (and the Receiver will be
entitled to recetve such payments) pursuant to the Service Accountability
Agreement in respect of the Home between the TC LHIN and the Debtor
effective March 4, 2011 (the “SAA™) and the Ministry of Health and
Long-Term Care (togetheru -the “MOH”) will ¢ontinue
to pay the Licensee (which payments shall be received by the Receiver in

O S WY A

accordafice with this Order) pursuant to—the existing sgreement—
agresments. Any ﬁo'nies received by the: Debtor or the Reqeiver_ﬁom the
MOH_or the TC LHIN shall be used or applied by the: Receiver for the
operation of the Home in accordance with the SAA, any agreemerit with
the MOH and the LTCHA. Any payments by the TC LHIN shall be subjeet
to. TC LLHIN review and reconciliation as provided for under the SAA and
applicable law and written policy. Any payments by the MOH shall be:
subject to MOH review and reconciliatian as provided for under any
agreement with the Debtor or the Receiver and applicable law and written

policy. For clarity,

3,_any surpius
monies arising from the operation of the Home may be applied by the

Receiver in accordance with this Order.
to Settle, extend or compromise any indebtedness owing to the Debtor;

to exccute, 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 of the Debtor, for any puipose pursuant to this Order;

to undertake environmental or workers' health and safety assessments of

the Property and operations of the Debtor;
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to apply for such permits, licenses, approvals or permissions as may be
required by any governmental authority with respect to the Property,

including, without limitation, licenses under the LTCHA

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 Debtor, the Property or the Receiver, and to
settle or compromise any such proceedings. The authority hereby
conveyed shall extend to such-appeals or applications for judicial review

in respeet of any order or judgment pronounced in any such praceeding;

to market any or all of the Property, including advertising and soliciting
offers in tespect of the Property or any part or partsthereof and negotiating
such terms and conditions of sale as the Receiver in its discretion may

deem appropriate;

to sell, convey, transfer, lease or assign the Property or any parf or parts

thereof out of the ordinary course of business,

(i)  without the approval of this Court in respect of any transaction not
exceeding $50,000 provided that the aggregate consideration for all:

such transactions does not exceed $200,000; and

(i)  with the approval of this Court in respect of any transaction in
which the purchase price or the agpregate purchase price exceeds

the applicable amount set out in the preceding clause;

and in cach such case notice under subsection 63(4) of the Ontario
Personal Property Security Aet, or section 31 of the Ontario Mortgages
Act, as the case may be, shall not be required, and in cach case the Ontario
Bulk Sales Act'shall not apply.
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to apply for any vesting order or other orders necessary to convey the
Property or any narf or parts thereof to a purchaser or purchasers théreof,

free-and clear of any liens or encumbrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined -
belaw) as thie: 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;

fo_register a copy of this Order and any other Orders in respect of the
Property against title to any-of the Property;

to- apply for any permits, licences, approvals or permissions as may. be
required. by any governmental authority and any renewals thereof for and
on behalf of and, if thought desirable by the Receiver, in the name of the
Dehtor;

to enter into agreements with any trustee in bankruptcy appointed in
tespect of the Debtor, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any property

owned.or leased by the Debtor;

to exercise any sharcholder, partnership, joint venture or other rights

which the Debtor may have; and

to take any sieps reasonably incidental to the exercise of these powers or

the performance of any statutory obligatiots,

and in each case where the Receiver takes any such actions or steps, it shall be exclusively

authorized and empowered. to do so, 1o the exclusion of all other Persons (as defined below),

including the Debtor, and without interferenceé from any other Person.
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DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4. THIS COURT ORDERS that (i) the Debtor, (ii) all of its current and former directors,
officers, employees, agerits, accountants, legal counsel and sharéholders, and all other persons
acting on its instructions or behalf, and (iiiy all other individuals, fimms, corporations,
governmental bodies or agencies, or other entities having notice of this Order, including without
limitation Mr. Charles Daley and I'WOK C'orp'ori"ajitjbn (all of the foregoing, collectively, being
"Persons” and each being a "Person') shall Forthwith advise the Receiver of the existence of
any Property in such Person's possession or conirol, shall grant immediate and continued access
to the Property to the Receiver and any party the Receiver retains in accordant_;e" with sub-
‘paragraph 3(d) of this Order and section 110 of the LTCHA, and shall deliver all such Propersty

to the Receiver upon the Receiver's request.

5. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, secuxiticé, contracts, orders, cotporate and accountiing
records, and any other papers, fecords and information of any kind related o the business or
affairs of the Debfor, and any computer programs, coniputer tapes, computer disks, or other data
storage media containing any such information {the foregoing, collectivély, the "Records") in
that Person’s possession ot control, and shall provide to the Receiver or permit the Receiver to
make, tetain and take away copies thereof and grant to the Receiver unfettered access to and use
of accounting, computer, software and physical facilities relating thereto, provided however that
nothing in this paragraph § or in paragraph 6 of this Order shall fequire the delivery of Records,
or the pranting of aceess to Records, which may not be disclosed or provided to the Receiver due
to the privi-lﬁcgé attaching fo solicitor-client communication or due te statutory provisions

probibiting such disclosure.

6. THIS COURT ORDERS that if any Records aré stored or otherwise contained on a
computer or other electronic system of information storage, whethet by independent service
provider or otherwise; all Persoris in possession or control of such Records shall forthwith give
unfeitered 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 onta

paper or making copies of computer disks or such other manner of retrieving and copying the
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information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistaﬁce in gaining immediate
access to the information inthe Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other systern and
providinig the Recciver 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 procegding or énforcement process in any court or
tribunal (each, a "Proceeding'), shall be commenced or continued against the Receiver or any

party the Receiver retains in accordance with sub-paragraph 3(d) of this Order and section 110 of
the LTCH ¢
this)’ Court.

cxcept with the written consent of the Receiver or with leave of

NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY

8. THIS COURT ORDERS that no Proceeding against or in respect of the Debtor or the
Property shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and all Proceedings currently under way against or in respect of

the Debtor or 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 aud remedies against the Debtor, the Receiver
and the Manager, or affecting the Property, are hereby stayed and suspended except with the
written censerit of the Receiver or Jeave 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 Debtor
to carry on any business which the Debtor is not lawfully entitled to canry on, (ii) exempt the
Receiver or the Debtor from conipliance w1th stafutory or regulatory provisions relating to health,

safety or the environment, (it} prevent the filing of any registration to preserve or perfect a
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security interest, or (iv) prevent the registration of a claim for lien. For clarity, this paragraph 9

shall apply to the Manager solely in its capacity as agent for the Receiver.

NO INTERFERENCE WITH THE RECEIVER

10. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease fo perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by the Debtor, wilhout writfen consent of the Receiver or

leave of this Court.

CONTINUATION OF SERVICES

il. THIS COURT ORDERS that all Persons having oral or written agreements with the
Debtor or statutory or regulatory mandates for the supply of goods and/or services, including
without lmitation, all computer sofiware, communication and_other data services, centralized
banking services, payroll services, insurance, transportation services, utility or other services to
the Debtor are hereby restrained until Tirther Order of this Court from discontinuing, altering,
inferfering with or terminating the supply of such goods or services as may be: required by the
Receiver or Manager, and that the Receiver shall be entitled to the continued use of the Debtor’s
current telephone numbers; facsimile numbers, internet addresses and domain names, provided in
each case that the normal prices or charges for all such goods or services received after the date
of this Order are paid by the Receiver in aceordance with nermal payment practices of the Debtor
or such other practices as may be agreed upon by the supplier or service provider and the

Receiver, or as may he ordered by this Court.

RECEIVER TO HOLD FUNDS

2. THIS COURT ORDERS that ail funds, monies, cheques, instruments, and other forms
of payments teceived or colleeted by the Receiver from and after the making of this.Order from
any source whatsoever, including without limitation the sale of all or any of the Propéity and the
collection of any accounts receivable in whole or in part, whether in existence on the date. of this

Order ot hereafter coming into. existence, shall be deposited into one-or more new accounts to be

ity”’ (the “"Post
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Receivership Accounts') and the monies standing to the credit of such Post Receivership
Accounts from time to time, net of any disbursements provided for herein; shall be held by the

Receiver to be paid in accordance with the terms of this Order or any further Order of this Court,

EMPLOYEES

13.  THIS COURT ORDERS that all employees of the Debtor shall remain the employees of
the Debtor until such time as the Receiver, on the Debtor's behalf, may terminate the-employment
of such employees. Neither the Receiver nor the Manager sﬁail be liable for any emplayee-
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 Receiver may specifically agree in writing
0 pay, or in respect of its obligations under sections §1.4(5) or 81.6(3) of the BIA of under the

Wage Earner Protecfion Program Act.
PIPEDA

14.  THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection dnd Elecironic Documents Act, the Receiver shall discloseé personal
information of identifiable individuals to prospective purchasers or bidders for the Property and
to their advisors, but only to the extent desirable or required to negotiate and attempt to complete
one or more sales of the Property (each, a "Sale'). Fach prospective purchaser or bidder to
whoin such personal information is disclosed shall maintain and protect the privacy of such
information and limit the use of such information to its evaluation of the Sale, and if it does not:
complete a Sale, shall return all such information to the Receiver, or in the alternative: destroy all
such information. The purchaser of any Property shall be enfitled to continue to use the personal
information provided to it, and related to the Property purchased, in a manner which is in all
material réspects identical to the prior use of such information by fhe Debtor, and shall return all
other personal information to the Receiver, or ensure that all othér personal information is
destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

15,  THIS COURT ORDERS that nothing herein contained shall require the Receiver to

oceupy or to take control, care; charge, possession or management (separately and/or collectively,.
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"Possession) of any of the Property that might be envirommentally contaminated, might be a
pollutant or a contaminant, or might cause or contribute to a spill, discharpe, release or deposit of
a substance contrary to any federal, provincial or other law respecting the: protection,
conservation, enhancement, remediation or rehabilitation of the environment or relating to the
disposal of waste or other contamination including, without limitation, the Canadian
Environmental Protection Act, the Ontario Environmental Protection Aet, the Ontario Water
Resourtes Act, or the Ontario Occupational Health and Safety Act and regulations thereunder
{the "Environmental Legislation"), provided however that nothing herein shall exempi the
Receiver from any duty to report or make distlosure imposed by applicable Envirenmertal
Legislation. The Receiver shall niot, as a result of this Order-or anything done in pursuance of the
Receiver's. duties and powers under this Order, be deemed 1o be in Possession of any of the

Property within the meaning of any Environmental Legislation, unless it is actually in possession.
LIMITATION ON THE RECEIVER’S LIABILITY

16. THIS COURT ORDERS that the Receiver shall incur no liability or oblipation as a
result of its appointment or the carrying out the provisions of this Order, save and except for any
gross negligence or wilful miscenduct on its part, or in respect of its obligations under sections
81.4(5) or 81.6(3) of the BIA or under the Wage Earner Protection Program Act. Nothing in this
Order shall derogate from the protections afforded the Receiverrby section1 14.06 of the BIA or by

any other applicable legislation.

RECEIVER'S ACCOUNTS

i7.  THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid
‘ their reasonable fees and disbursements, in each case at their standard rates and charges, and that

the Receiver and counsel to the.Receiver shall be entitled to and are hereby granted a charge (the

"Receiver's Charge') on the Property, as security for such fees and disbursements, both before

and after the makmg of this Order int-respect of these proceedings, and that the Receiver's Charge

shall form a first charge on the Property in priority to: all security interests, trusts, liens, charges
and encumbrances, statutory or otherwise, in favour of any Person, but subject to sections
'81.4(4), and 81.6¢2) of the BIA.
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18.  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 dre

hereby referred to a judge of the Commercial List of the Ontario Superior Ceurt of Justice.

19.  THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be
at liberty from time to time to apﬁly reasonable amounts, out of the monies in its hands, against
ﬁ,‘.‘": fees and disbursements, including legal fees and disbursements, incurred at the normal rates
and charges of the Receiver or its counsel, and such aniounts shall co.ns.ti_tute advances against its

remuneration and disbursements when and as approved by this Cout.

FUNDING OF THE RECEIVERSHIP

20. THIS COURT ORDERS that the Receiver he at liberty and it is hereby empowered to
borrow by way of a revolving credit or otherwise, such monies from time to time as it may
consider necessary or desirable; provided that the outstanding principal amount does not exceed
$500,000.00 {or such: greater amouirnit as this Court may by further Orderauthorize) 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. Subject to section 107 of the LTCHA,
the whole. of the Property shall be and is hereby charged by way of a fixed and specific charge
(the "Recciver's Borrowings Charge") as security for the payment of the monies borrowed,
toge'tijer with interest and charges thereon, in priority to all security interests, trusts, liens,
charges and encumhrances, statutory or otherwise, in favour of any Person; but subordinate in
‘priority to the Receiver’s Charge and the charpes as set out in sections, 81.4(4), and 81.6(2) of
the BIA. |

21.  THIS COURT ORDERS. that neither the Receiver's Borrowings Charge ner any other
security granted by the Receiver in connection with its borrowings under this Order shall be

enforeced without feave of this Coutt,
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22, THIS COURT ORDERS that the Receiver is at liberty and authorized to issue
certificates stbstantially in the form annexed as Schedule "A"™ heretc (the "Receiver’s

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

23.  THIS COURT ORDERS that the monies from time to time botrowed by the. Receiver
pursunant. 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 Tank on a parf passu basis, unless otherwise agreed

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

GENERAL

24. 'THIS COURT ORDERS that the Receiver may from time to time apply to this Court

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

25. THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from
acting as a trustee in bankruptcy of the Debtor.

26. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative bedy having jurisdiction in Canada or in the United States to gi{re
effect to this Qrder and to assist the Receiver 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 to this Order or to assist the Receiver and

its agents in carrying ouf the terms of this Order..

27.  THIS COURT ORDERS that the Receiver be at liberty and is hereby autherized and
empewered to apply to any court, tribunal, regulatory or administrative body, wherever located,
for the récognition 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

proceedings for the purpose of having these proceedings recognized in & jurisdiction outside
Canada.

28. THIS COURT ORDERS that ;]:ie Plaintiff shall have its costs of this motion, up to and

including entry and service of this Order, provided for by the terms of the Plaintiffs security or,
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if mot so provided by the Plaintiff's security, then on a substantial indemnity basis to be paid by
the Receiver from the Debtor's estate with such priority and at such time as this Court may

determine,

29.28A, THIS COURT ORDERS that, notwithstanding any other provision of this Order, the

Receiver and Manager shall comply with the SAA, fhe ['TCHA and the regulations thereurider as.
they apply to the managementoperation of the Home and thengither TC LEIN not MOH shall net-
be subject to paragraphs 9 and 10 of this Order in telation to any non-compliance with the SAA.,

the: ITCHA and the regulations. thereunder by the Receiver and/or the Manager with réspect to
the matagerentopcration of the Horne.

29, 36
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THIS COURT ORDERS that any interésted party may apply to this Court to vary or amend this
Order on not less than seven (7) days’ notice to the Receiver and to any other party likely to be

affected by the order sought of upon such other notice, if any, as this Court may order.

Natasha Brown
Hegistrar




SCHEDULE "A™
RECEIVER CERTIFICATE
CERTIFICATE NO.

AMOUNT §.

1. THIS IS TO CERTIFY that Deloitte & Touche Inc., the receiver and manager (the
"Recéiver™) of the current and fiifure assets, undertakings aud properties of Rose of Sharon
(Ontario) Retirement Corporation of every nature and kind whatsoever, wherever situate (the
“Debtor?), including all proceeds thereof {collectively, the “Property”) appointed by Order of
the Ontario Superior Ceurt of Justice (Commercial List) (the "Court') dated the _ day of
.20 (the "Ovder") iade in an action having Court file number __ -Cl.- , has
teceived as such Receiver from the holder of this certificate (the "Lender™) the principal sum of
$ . being part of the total principal sum of § : which the Receiver is

authorized to borrow under and pursuant te the Okrder.

2. The principal sum evidenced by this certificate is payable on demand by the Lender with
interest thereon calculated and compounded {daily][menthly oot in advance on the day
of each month] after the date hereof at a notional rate per annum equal to the rate of per

cent above the prime commercial lending rate of Bank of from time to time.

3. Such principal sum with interest thereon is, by the terms of the Qrder, together with the
principal sums and interest thereon of all other certificates issued by the Reeeiver pursuant to the
Order or to any further order of the Court, a charge upon the whole of the Property, in priority to
the security intcrests of any oflier person, but.subject to the priority of the charges set out in the.
Order and in the Bankruptcy and Insolvency Act, and the right of the Receiver to indemnify itself

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

4, All sums payable in respect of principal and interest under this certificate are payable at
the head office of the Lender.
5. Until all Hability in respect of this certificate hias been terminated, no. certificates creating

charges ranking or purporting to rank in priority to this certificate shall be issned by the Receiver
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to any person other than the holder of this certificate without the prior written consent of the
holder of this certificate,

6. The charge securing this certificate shall operate so as te permit the Receiver to deal with

the Property as authorized by the Order and as authorized by any further or other order of the
Court.

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

in respect of which it may issue certificates under the terms of the Otder.

DATED the day of .20

DELOITTE & TOUCHE INC. solely in its
capacity as Receiver of the Property, and not in
its personal capacity

Per:

Narme: Danfel R. Weisz
Title: Senior Vice President
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[COMMERCIAL LIST]
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PEOPLES TRUST COMPANY
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Respondent

FIRST REPORT TO TIE COURT OF THE, RECEIVER
(dated December 12, 2011)
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INTRODUCTION

Pursuant to an Order (the “Appointment Order”) of the Honourable Justice Campbell of
the Ontario Superior Court of Justice (Commercial List) (the “Court”) dated September
27,2011 (the “Aﬁpointment Date™), Deloitte & Touche Ine. (“belaiﬂe”) was appointed
as receiver and manager (the “Receiver”) of all of the current and future assets,
undertakings and properties of Rose of Sharon (Ontario) Retirement Community
(“Rose™). A copy of the Appointment Order is attached hereto as Appendix “A”.

Rose’s principal asset is a 12-storey building located at 15-17 Maplewood Avenue,
Toronto, Ontario (the “Property™) which is comprised of a 60 bed long-term care facility
located on floors 4 through 6 (the “Nursing Home”) and 90 life-lease units located on
floors 2, 3 and 7 through 12 ( the “Life-Lease Residence™).

This First Report of the Receiver (the “Report™) provides the Court with a summary of
the Receiver’s activities since the Appointment Date to December 8, 2011, In particular,
the purpose of the Report is to:

a) advise the Court of the Receiver’s activities immediately prior to and since the-
Appointment Date to December 8, 2011, including“its activities in taking
possession of the assets of Rose, and to seek the Court’s approval of those

activities;

b) seek the Court’s approval to enter into a property management-agreement with
Sterling Silver Development Corporation, through its division, Sterling Karamar
Property Management (“Sterling’), to act as the property manager of the Property,
excluding all aspects of the operation of the Nursing Homme;

c) seek the Court’s approval for the Receiver to enter into a Management Agreement
with Assured Care Consulting Inc. (“ACC”) for ACC to act as the Receiver’s
manager of the Nursing Home, which agreement is subject to Ministry of Health
and Long-Term Care (“MOHLTC”) approval;

30



d)

g)

h)

seek an order of this Honourable Court directing Korean (Toronto) Credit Union
(“KCU”) to pay to the Receiver, without setoff, contra or other deduction, an
amount equal to the funds that were in Rose’s bank accounts on the Appointment
Date, net of any bank charges levied against those funds that are approved by the

Receiver;

seck the Court’s approval for certain minor and administrative amendments to the

Appointment Order including amendments requested by the MOHLTC;

seek the Court’s approval of the Receiver’s Interim Statement of Receipts and
Disbursements for the period September 27, 2011 to November 30, 2011;

seck the Court’s approval of the Receiver's fees incurred for the period ending
November 15, 2011 and

scek the Court’s approval of the fees of Gowling Lafleur Henderson LLP
(“Gowlings™) and Blaney McMurtry LLP (“Blaneys”).

4. Capitalized terms not defined in this Report are as defined in the Appointment Order. A]l

references to dollarg are in Canadlan currency unless other\mse noted,

TERMS OF REFERENCE

5. In preparing this Report, the Receiver has relied upon records of Rose and audited and

unaudited financial information prepared and/or provided by Rose, its accountant, ACC or

Sterling. The Receiver has not performed an andit or other verification of such

information.

6. The Receiver has songht the advice of Gowlings, counsel to the Applicant, for general
legal matters that have arisen i respect of the receivership. Where the Receiver has

required independent legal advice, the Reeetver has sought the counsel of Blaneys.
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BACKGROUND

10.

Rose is a not-for-profit Ontario corporation‘that was created to develop and provide
senior’s type housing for people of Korean heritage. Rose was initially granted a licence
for 50 beds by the MOHLTC in 1990. However, the development of a long-term care
facility stalled until 1996 when the concept of a combination life lease and long-term care
facility was conceived. The Receiver understands that the life lease concept was adopted
by Rose with the intention of maintaining a predominately Korean cultural base in the
building. In 2002, Rose was granted a licence-for a further 10 beds from the MOHLTC
bringing the total number of bed licences to 60. On April 29, 2003, Rose entered into a
Development Agreement with the MOHLTC for a Gﬁ—bed Class “A” long-term carc

home.

‘Rose obtained construction financing from Peoples Trust Company (“Peoples”) by way of

a commitment letter dated March 17, 2005, Construction of the Property commenced in
the summer of 2006 and the initial development schedule provided for construction to be

completed, and for the Nursing Home to open, in the fall of 2007. The building was,

constructed without security fofpuréhaser deposits and without new home warranties for
purchasers under the deposit protection program and the new home warranty programs

administered by the Tarion Warranty Corporation (““Tarion”).

The Receiver has been advised by Mr. John Yoon, Chairman of Rose, that due to
construction delays, the project did not achieve substantial completion until September
17,2010, almost three years behind schedule. OnNovember 4, 2010, the City of Toronto
iésued an occupancy permit for the Property. Although the occupancy permit has been
issued, there appears to be certain issues relating to the construction of the building that

remain incomplete or deficient. This matter will be discussed later in the Report.

In addition to Peoples’ funding of the Project, Rose sought and obtained additional

funding from other sources, including subsequent mortgagees, as well as parties which
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11.

12.

13.

14.

provided funds to Rose which were initially thought to be in respect of units in the Life-
Lease Residence. The Receiver is currently attempting to ascertain if the fands provided
by the parties in respect of life leases represented loans to Rose, or whether those
payments represented payments towards those parties’ “acquisition” of the units in the

Life-Lease Residence. This issue will be discussed later in the Report.

Commencing in August 2010, Rose began experiencing cash flow problems that resulted
in certain defaults in its ob]jgations to Peoples and certain of its other lenders. While
certain of the payment defaults to Peoples were cotrected by Rose from time to time, other
defaults remained, including a construction lien of over $4 million that was registered on
November 19, 2010 by Mikal-Calladan Construction Inc. (“Mikal™), the general

contractor of the Property which operated under the trade riame Unimac or variations of

that name.

In March 2011, the MOHLTC authorized the Nursing Home to begin accepting residenis,
approximately three years behind schedule. Pursuant to a management agreement

between ACC and Rose dated May 15, 2007, ACC was engaged to be the manager of the

Nursing Home. Upon receipt of MOHLTC approval in March 2011, Rose began.

admitting residents to the Nursihg Home. -

In September 2011, Twok Corporation (“IWOX”), a subcrdinate mortgagee, took steps to
enforce its security and purported to appoint a receiver over Rose. The Receiver

understands that the principal of Mikal, Mr. Leon Hui, is also a principal of IWOK.

When Peoples became aware of IWOK’s purported appointment of a receiver, Peoples
proceeded to make an application to the Court on September 27,2011 for the appointment
of the Receiver. The Appointment Order was issued that day.
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POSSESSION AND SECURITY

Initial Meetings |

15.

16.

Late in the afternoon of September 27, 2011, after the issuance of the Appointment Order,
representatives of the Receivef aitended at the Property. The Receiver met with Mr.
Michael Bausch, a representative of ACC, and Ms. Helen Jung, the Nursing Home’s
Administrator, to advise theIﬁ of the Appointment Order, to discuss any immediate
matters related to the Nursing Home, and to tour the property,

The Receiver subsequently met with Mr. Yoon and Mr, David Park, who acted as an on-
site manager for Rose, to advise them of the Réceiver’s appointment, to discuss the
Receiver’s mandate and to review various matters in connection with the Property,

including security, the location of books and recdrds, and the status of any building

deficiencies.

Security

17.

18.

19.

Mr. Yoon advised that the receiver appointed by TWQK, Mr. Charles Daley, had
previously chanped the locks on certain internal and external doors and had removed

certain books and records from Rose’s office.

Based on the Receiver’s review of the premises and given the 24-hour accessibility
requirements to the Nursing Home and the Life-Lease Residence, the Receiver made

arrangements to change only the locks on all doors previously changed by Mr. Daley.

The Receiver corresponded with Exclusive Alarms Corp. (“Exclusive’™), Rosc’s security
monitoring service provider, to inform it of the receivership and to request that Exclusive
set up a new account, remove the pre-receivership emergency contacts, and add the
Receiver as the new emergency contact. Exclusive confirmed to the Receiver that the

emergency contacts for Rose were changed as requested.
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Books and Records

20,

21,

2.

23.

24.

The Receiver has taken possession of the books and records relating to the Life-Lease
Residence that were located at the Property. '

On September 30, 2011, the Receiver met with Mr. Robert Gore of Robert Gore and
Associates, Rose’s external accountant and financial advisor, to review the books and
records that were in his possession, and to discuss various other financial matters related
10 Rose. At that meeting, Mr. Gore advised the Receiver that he wished to update certain
accounts of Rose prior to providing Rose’s records to the Receiver. On October 3, 2011,
Mr. Gore provided the Receiver with the books and records of Rose that were in his

possession.

The Receiver made a backup of the contents of the hard-drive of Mr. Park’s personal

computier on which Life-Lease Residence files were being stored.

The accounting for the Nursing Home is maintained by ACC on a dedicated Point Click

Care system. In view of the Receiver’s decision to engage ACC to manage the Nursing

Hofne on its behalf, the Receiver did not take possession of the Nursing Home books and-

records and left thérn" in the ca:é and control of ACC. h

The books and records removed by Mr. Daley prior to the Appointment Date are
discussed later in this Report. ‘

Insurance

25.

On Scptember 28, 2011, the Receiver contacted Rose’s insurance broker, Decrbourne
Insurance, and requested that the Receiver be added as an additional named insured and

loss payee on Rose’s insurance policies. The Receiver also provided a copy of Rose’s

~ existing policy to Marsh Canada Limited (“Marsh”), from whom Deloitte obtains

insurance coverage when required in insolvency situations, in order to seek Marsh’s

comments on Rose’s insurance coverage.
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26.

27.

28.

On September 30, 2011, Marsh advised the Receiver that the existing insurance policy
maintained by Rose was not adequate on an overall basis, and that, amendments to the

policy should be made to make the coverages more in line with indﬁstry standards.

The annual premium in respect of Rose’s insurance policy was $16,846. Marsh advised
the Receiver that it would provide a policy that included its recommended coverage

amendments/improvements for an annual premium of $18,885.

Although Deerborne advised that the existing insurer was prepared to add the Receiver as

an additional named insured and loss payee to Rose’s existing insurance policy, based on-

the information received from Marsh, the Receiver advised Marsh to bind coverage for
the Receiver, The Receiver advised Deerbourne to terminate the existing insurance
coverage effective as at the Appointment Date; however, Deerboume advised that the

cbverage could not be terminated for 30 days. The Receiver has since received the new

insurance policy from Marsh.

Cash in Bank Accounts

29,

30.

~ On September 28, 2011, the Receiver contacted the financial institutions at which Rose’s

bank accounts weré niamtaiued:, TD Canada Trust (“TD Bank™) and KCU, and informed
them of the recei.vership proceedings, _pro_vidéd them with a copy of the Appointment
Order and requested that Rose’s accounts be frozen to disbursements, that deposits
continue to be accepted and that all funds in the accounts be forwarded to the Receiver.
As at November 30, 2011, the Receiver has received $200,427 from TD Bank in respect
of balances that were in Rose’s bank accounts as at the Appointment Date. From this
amount, TD Bank has debited the Receiver’s account for four cheques totalling $1,360.

The Receiver is following up with TD Bank as to whether these amounts are properly

debited from the account.

On October 7, 2011, KClUJ advised the Receiver that the balance in Rose’s bank account
was approximately $204,000. On or about October 14,2011, KCU advised the Receiver
that KCU intended to set off against that $204,000 balance, $150,000 representing loans
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31.

32.

33,

that KCU had made to certain current and former members of Rose’s board of directors
which loans had been guaranteed by Rose. The Receiver advised KCU that it was not
permitted to apply such a set off and that all of the funds should be remitted to the
Receiver. KC1J advised that it required direction from its board of directors which was to
meet on October 20, 2011, and that it would thereatter provide its position to the
Receiver. On October 24, 2011, Gowlings wrote to KCU to advise KXCU thai the Receiver
expected to receive without setoff the Rose funds on deposit at KCU and that, if KCU
maintained its position that it would set off the Rose funds against the amounts KCU
loaned to certain individuals, KCU provide to Gowlings documentation in support of

KCU’s position. To date, KCU has not provided the Receiver or Gowlings with the Rose

funds nor its position.

As KCU has not turned over the Rosé funds on deposit at KCU, nor provided the basis
upon which it is withholding those funds, the Receiver 1s seeking an order from this
Honourable Court directing KCU to pay to the Receiver, without setoff, contra or
deduction, an amount equal to the funds that were in Rose’s bank accounts on the

Appointment Date, net of any bank charges levied against those funds that are approved
by the Receiver. ' '

The Receiver has taken possession of blank cheques that were at Rose.

The Receiver has set up the bank accounts required by the Receiver to manage the

receipts and disbursements of the Receiver.
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Critical Suppliers

34

Pavyee Amount Reason for Payment
Dr. Matthew Kim - $ 3,770.88  LTC physician
Quality Allied . 2,437.03  Elevaicr service required
Elevator -
ADP 9040  ADP payroll fees :
ADP 61,843.78  Payroll - Covers Period September 11-24, 2011,
Paid on September 30, 2011,
H.J. Park 2,742.13  Payment to property manager -
5 70.884.22
Imventory and Fixed Assets
35.  Based on its priof experience in nursing home receiverships- and the poing concern
operation of the facility in which there is a continual inflow and outtlow of supplies, the
Receiver determined that it was not necessary to take a physical count inventory of Rose’s
inventory and fixed assets as of the Appointment Date.
IWOK s Receiver
36. On September 28, 2011, the Receiver wrote to Mr. Daley and TWOK s legal counsel to
request that all items, including any books and records, that had been removed by Mr. -
Daley be returned to the Receiver.
37.

Subsequent to its appointment, and in order to maintain the operations at the Property and
to ensure ongoing supply of critical goods/ services to the Nursing Home, the Receiver
anthorized payment of ACC’s fees for Sept_erhber 1 to 27, 72011 in the amount of
approximately $10,400 as well as the following payments, representing obligations of
Rose arising prior to the Appointment Date:

On October 4, 2011, counsel for IWOK responded to the Receiver and requested a
meeting between the Receiver and Mr. Daley at which meeting Mr. Daley was to retarn
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the books and records that he had removed from the Property. The meeting was
scheduled for October 6, 2011 at the Receiver’s office.

At the scheduled time of the October 6, 2011 meeting, Mr. Leon Hui of TWOK and two
other individuals attended at the Receiver’s office; however, Mr. Daley did not attend. At
the meeting, Mr. Hui provided the Receiver with certain books and records of Rose that
Mr. Hui said Mr. Daley had removed from the Property. Mr. Hui also provided the
Receiver with his perspective on Rose and raised questions regarding certain financial
{ransactions that he wished the Receiver investigate. The Receiver advised Mr. Hui that it
was gathering information on many issues relating to Rose and that the Receiver’s

findings would be set out in its reports to this ITonourable Court.

EMPLOYEES

Nursing Home

39,

40.

41.

As at the Appointment Date, there were approximatcly 47 Nursing Home employees (the

“Umion Employees”) who were represented by the United Food and Commercial

Workers International Union, Local 175 (“UFCW?”). By way of a Certificate datedl'

September 22, 2011, the Ontario Labour Relafions Board certified the UFCW as the

bargaining agent for the Union Employees.

Following the issuance of the Appo:intment Order, the Receiver contacted bﬁr telephone
Ms. Nancy Wiley, mtemal'fegﬂ counsel for the UFCW, to advise Ms. Wiley of the
Appointment Order and to request a meeting with the UFCW to discuss the status of
Rose. Copies of the Application Record and Appointment Order were forwarded to Ms.
Wiley by Gowlings on September 28, 2011.

On September 28, 2011, the Receiver informed Ms. Wiley that the Receiver intended to
meet with the employees of Rose that afternoon to advise then of the receivership, and
provided Ms, Wiley with a copy of the letter that the Receiver intended to distribute to the
employees at that meeting. The Receiver further advised Ms. Wiley that it was providing
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43.

44,

45.
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this information to the UFCW in order that the UFCW was aware of the Receiver's

request to the Rose employees.

On September 28, 2011, the Receiver held a meeting with the Nursing Home employets,
including the Union Employees, to advise them: (i) of the Appointment Order, (i) of the
Receiver’s intention to continue the operations of the Nursing Home, (iii) of the
Receiver’s intention to perform an. analysis of the Property, including the Life-Lease
Residence, prior to determining a strategy for realizing on the Property, (iv) that the
Receiver would be providing each employee with a letter later that day setting out that the
employees remained employees of Rose and any pre-receivership claims they may have,
including claims for salary, severance, termination, and vacation pay, are claims against
Rose, and that the Receiver requested that the-employees confirm in writing their
agreement with the matters set out in the leticr, (v) that aithough the Receiver was under
no obligation to pay any payroll or benefits owing for the period prior to September 27,
2011, the Receiver would be making arrangements to fund Rose’s pre-receivership payroil
and benefits, and (vi) .that the Receiver would fund in the normal course Rose’s
subsequent payrolls during the receivership. A copy of the letter distributed to employees
(the “Employee Letter”) on September 28, 2011 is attached bereto as Appendix “gr

On September 30, 2011, counsel for the UFCW wrote to the Receiver .regarding the

Receiver’s e-mail correspondence of September 28, 2011 and advised the Recciver to

- cease and desist from making any requests to the Union Ernployees, and that it would

congsider any ad]mowledgemenﬁ signed by any Union Employee to be null and void.

Subsequent to September 30, 2011, Gowlings has exchanged voicermail messages with

Ms. Wiley in order to discuss ongomg labour relations in view of the receivership.

By letter dated November 8, 2011 from the UFCW to the Receiver, the UFCW gave

“notice of its intent to open negotiations for the purpose of amendments and modifications

t0 the current Collective Agreement.” As the Recciver is not aware of a collective
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agreement currently in existence, it appears that the UFCW wishes to negotiate with the

Receiver to create the first collective agreement for Rose’s union employees.

Gowlings has written to Ms. Wiley to advised her that the Receiver will not be negotiating
a collective agreement, but will honour the terms and conditions of employment that were
in place at the Appointment Date. It is the Receiver’s intention to meet with the UFCW to

further discuss interim labour relations at the Nursing Home.

The Receiver will provide an .update on the status of its dealings with the UFCW in a
future report to this Honourable Court.

As at the Appointment Date, Rose had five non-union employees, which included the
Nursing Home Administrator/Director of Care, a Nurse Manager, the Office Manager, the
Program Manager and a Charge Nurse. These five non-union employees were provided

with the Employee Letter, and all have signed the acknowledgement set out in the letter.

Life-Lease Residence

49.  As at the Appointment Date, the Life-Lease Residence did not have any employees, but
utilized the services of independent contractors as required. As Property Manager,
Sterling will address issues relating to the Life-Lease Residence as it pertains to property
management issues.

THE PROPERTY

Rose of Sharon’s Plan

50.

Rose’s concept was to create a facility where elder members of the Korean community
could spend their remaining years with other members of that community. The facility
was to be commprised of both a retirement living section and a nursing home in the event

that individuals required the services that a nutsing home provides.
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As set out earlier in the Report, the building was not constructed under the terms of the
Tarion warranty program as sales of life leases are not subject to the Ontario New Homes
‘Warranty Act. As such, the building’s units could not be sold initially as condominium
units. Rose’s plan was to eventually convert units to condominiums, such that the nursing
home would comprise one condominium, and the individual wnits of the Iife-Lease
Residence would constitute another condominium. By the conversion of the Life-Lease
Residence to condominiums, Rose intended to facilitate purchasers’ ability to secure
financing to acquire their life lease units, Registration of a condominium plan for the

Property was also a requirement of Peoples’ loan to Rose.

Gowlings has been advised by Hacker Gignac Rice LLP, Rose’s counsel dealing with the
conversion of the building to condominiums, that there 15 draft plan approval for the two
plans, one with respect to the long termn care facility and the other with respect to the Life-
Lease Residence. Although draft documents were prepared, the process stalled as Rose

did not have the expertise to respond to outstanding questions, nor the time or the money
to deal with finalizing the process.

After reviewing the status of the condominimm conversion, Gowlings has advised the.
Receiver that it is édvantageoﬁé to continue the process of creating two condominium
plans, one to separate as condominium umits the long-term care facility and the remaindcr
of the building, and the second to create condominium title for the 80 residentiai life lease
units. The condominium plans have been draft approved and can proceed to registration

subject to completion of a number of conditions and tasks including:

(a) conveyance of a 2.2 metre strip of land along Vaughan Road to the City of
Toronto. Proof of the non-contaminated condition of these lands has been
provided to the City of Toronto by way of a site condition filing and a confirming
letier from environmental consultants. It appears the conveyance to the City of

Toronto can now be made;
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()  completion of the condominium decclaration and other condomintum

documentation; and

(¢)  creation of various easements required for access and passage over parts of the

Property and completion of agreements for some shared services.

The Receiver will continue work to satisty the conditions and tasks for final registration
of the two condominium plans. Condominium title is essential for the leasing, financing

and/or sale of the long—temi care facility and will facilitate the sale, rental and financing of

the residential units.

The Receiver will provide an update on the status of the conversion to condominiums in a

future report to this Honourable Court.

Deficiencies and Need for a Building Condition Assessment

56.

37

58.

39.

A Certificate of Substantial Performance of the Contract under Section 32 of the

Construction Lien Act for the building (the “Certificate of Substantial Performance’)
was obtained by Rose on September 17, 2010.

Following the Réqei\}ér’s appoiﬁtmént, Mr. Yoon provide& the Receiver with a schedule
prepared by Victor J. Heinrichs Inc. (“Heinrichs™), the architect of the Property, which
listed the construction deficiencies the architect had identified. The architect’s schedule
of deficiencies, which is attached hereto as Appendix “C”, indicates that the estimated

costs to remedy-the deficiencies is in excess of $500,000.

The Receiver also met with representatives of Fire & Ice, the contractor engaged by Rose
to provide repair and maintenatce services to the Property prior to the Appomtment Date.
Fire & Ice providéd the Receiver with a summary of the most significant issues at the

property, along with its estimate of the costs to remediate each issue.

On or about October 20,2011, and as a result of the pending winter season, the Receiver

engaged Diversatech Mechanical Ltd. (“Diversatech”) to activate the building’s heafing
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system to ensure that heat was provided to residents of the Nursing Iome and the Life-
Lease Residence. In the course of Diversatech’s work, it noted certain deficiencies in the

heating system which it outlined for the Receiver.

Tn order to be in a position to assess the condition of the Property and in order to
determine if there are issucs relating to the Property that must be rectified, the Receiver
has engaged Norman Lee & Associates Ltd. (“NILA”™) to conduct a building condition
assessment (the “BCA”) for the Property. NLA has been engaged to: (i) confirm that the
building was constructed in general accordance with the approved drawings, plans and
specifications; (ii) identify any significant material deficiencies in the building systems;
(iii) determine any retnedial or repair work that is required to the installed cofnponetrts

and systems; and (iv) develop preliminary budgets for any required or recommended

repairs or remedial work.

As aresult of delays in locating certain drawings for the Properly, the Receiver anticipates
receipt of the NLA report by mid-Tanuary, 2012.

Construction Warranty

62.

M. John Yoon advised the Receiver that the schedule prepared by Heinrichs referred to
above was intended to be used to support a warranty claim against Mikal, which claim the
Receiver has been advised was to be made within one year of the issuance of the

Certificate of Substantial Coﬁpleﬁom Rose did not file a warranty claim within that
petiod.

Engagement of a Property Manager

63.

Prior to the Appointment Date; Mr. Yoon acted as the manager of the Life-Lease
Residence. Mr. Yoon’s responsibilities included, among other things, communicating
with the architect, project manager and general contractor on the construction of the

Property, soliciting new life lease purchasers, and executing life lease agreements. Mr.
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Yoon was assisted on site by Mr. Park, who also maintained the day-to-day accounting

records for the Life-Lease Residence.

The Receiver’s preliminary review of the accounting records indicates that Rose’s

accounting records have not been updated since April 30, 2011.

Based on the Receiver’s preliminary review, the Receiver concluded that given the size of
the Property, the number of units and the condition of the building, it would be prudent
and cost effective to engage a third-party property manager to manage the Property on the
Receiver’s behalf. Inthat regard, the Receiver requested and obtained proposals from two
experienced property management firms to administer the day-to-day operations of the
Property, including “ténant” relations, accounting, and supervision of maintenance, and

provide the Receiver with timely repotis on all aspects of the Property.

Based on its review of the two proposals received, the Receiver was of the view that
although Sterling’s monthly cost to the Receiver was approximately $1,500 higher than
that of the other potential property manager, Sterling appeared to have (i) greater relevant

experience and resources managing similar commereial properties; and (ii} had Korean

speaking capabilities in-house. The Receiver was also of the view that the Receiver would

benefit from Sterling’s experience as well as the reduced time the Receiver would haveto -

spend addressihg issues at the Pfoperly.

The Receiver has entered into an agreement made as of October 24, 2011 (the “Property
Management Agreement”) with Sterling for the provision of property management

services. The executed Property Management Agreement is attached hereto as Appendix
GED?J.

The Receiver is seeking the Court’s approval of the Property Management Agreement.
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LIFE-LEASE RESIDENCE

Life Lease "Purchasers”

69..

0.

71.

72.

Rose began marketing the Life-Leasc Residence to the community in 1996 at which time
it began entering into Right to Occupy Agreements (“Life Leases™) whereby purchasers
were given the right to, subject to carly termination provisions, live in the units for the
equivalent of the purchaser’s lifetime, or 111 the event of joint purchasers, until the death of
the surviving purchaser. It was not until 2005 that Rose had entered into sufficient Lifc

Leases that enabled it to meet the terms required to obtain construction financing through
Peoples.

Following an almost three year delay to complete construction of the building, and as a
result of changes in the financial marketplace in the ensuing period, management of Rose
moved to begin the process whereby the building would be converted from Life eases o
condominjums. In particular, Life Lease purchasers, pursuant to the terms of amendments
to the Right to Occupy ‘Agreements, were permitted to occupy their units once the
Occupancy Permit was issued under a deferred purchase price basis for up to two years in
order to provide tin::Le for Rose to apply to ef_fect the conversion of the project to
condominiums. As of the Appointinent Date, and as disicussedrearlier in the Report, the

process for the conversion to condominiums is in process.

There are 90 units in the LifeJ;ease Residence. A preliminary review of Rose’s books
and records suggests that all but six units are subject to Life Ieases. Ofthe units subject to
Life Leases, 51 units appear to be occupied; however, only 9 units appear to be occupied
by the individuals who entered into the Life Lease. The other occupied units appear to be

occupied by either relatives of the Life Lease purchaser or tenants.

The Receiver understands that some purchasers of Life Leases began moving into their
units shortly after the Occupancy Permit was issued on November 4, 20140. Based on the

terms of the Life Leases, purchasers or joint-purchasers are allowed to live in the Life
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Lease unit until their death(s). Notwithstanding this requirement, it appears that many of
the units are in the names of individuals who did not intend on acquiring (and indeed have

not acquired) the units for their personal use.

As set out earlier in the Report, in the normal course, Rose ohtained funding from certain
parties which had entered into Life Leases with Rose. The Receiver is presently in the

process of reviewing Rose’s files to determine the nature of the funds provided by those
parties.

In addition to its review of Rose’s files, and in order to obtain additioﬁal information to
assist the Receiver in its analysis, the Receiver sent a letter dated October 18, 2011 by
registered mail to the holders of the Life Leases advising: 1) of the receivership, ii) that
the Receiver iniends to engage a property managef to manage the Property on its behalf,
and iii) that all outstanding, current and fiture payments in respect of their Life Lease and
any promissory notes in favour of Rose related thereto are to be paid without set off to the
Receiver. The Receiver also requested that holders of Life Leases provide the Receiver
with copies of all agreements and documents relating to their Life Lease and any other
documents or agreements between them and Rose. A copy of the form of the Octobe; 18,.
2011 Ictter is attached hereto as Appendix “E”. On November 16, 2011, the Receiver
sent a second request to those parties which had not provided io the Receiver the
information requested in the October 18, 2011 letter.

To date, there are twelve Life Lease units in respect of which the Receiver has not yet

. teceived information from the Life Lease purchasers and cannot confirm their current

wheteabouts. In order for the Receiver to be in a position to make decisions in respect of
the Property and, in particular, formulate a plan to deal with the Life-Lease Residence, it
is essential that the Recejver obtain information on the units from the Life Lease
purchasers. Given the difficulties in obtaining the information thus far, and since many of
the Life Lease purchasers who have not yet responded to the Receiver appear to be of
Korean heritage, the Receiver intends to first meet with Mr. Yoon to see if be can assist

the Receiver in contacting these individuals. If these individuals cannot be located, it is
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- the Receiver’s intention to place an advertisement/notice in a Xorean newspaper
pap

published in Toronto requesting that those parties with Life Tease units communicate with

the Receiver.

Following receipt by the Receiver of the missing information, or the determination by the

Receiver that its continuing efforts will not result in the information being provided to the

Receiver, the Receiver will report to this Honourable Court on its findings to that date.

Based on its preliminary review of the information provided thus far, it appears that the

issues that the Receiver will report on will include:

a) whether payments made by purchasers of Life Lease units represent-advances to
Rose pursuant to the terms of promissory notes provided by Rose to those
purchasers, or whether those payments represent payments on account of their
Life Leases that should be deducted from amounts due on closing from those
purchasers;

b) the status of those Life Lease units for which the named purchaser in the Life

Lease agreement has released the purchaser’s interest in those units through a

formal written release document;

c) the status of Life Lease units that appear to have been sold to more than one’

purchaser;
d) the status of Life Lease units purchased by corporations; and

) the status of units which appear to be in the possession of parties on account or by

way of settlement of their claims against Rose.

The Receiver intends on reporting to this Honourable Court on its findings regarding the
Life Tease units on or before February 28, 2012.

By letter dated November 1, 2011, Sterling informed holders of the Life Ieases that the

Receiver had engaged Sterling as property manager of the Property and provided
additional information to the Life Lease holders in regards to their payment of amounts

owing pursuant to the Life Leases.
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Meeting with Certain Life Lease Purchasers and the Korean Canadian Business Association of
North Toronto (“"KCBA”)

79.

30.

81.

82.

83.

On October 24, 2011, at the request of Mr. Richard Yoon, a former Director of Rose, the
Receiver met with representatives of the KCBA and certain Life Lease stakeholders,
including Mr. Victor Heinrichs, the architect for the Property.

At the meeting, the concerns of ﬂ]e KCBA were expressed to the Receiver, including the
desire for Rose to maintain its Korean “nature”. The Receiver explained the status of the
receivership, including the role of the Receiver to attempt to maximize realizations for the

benefit of all stakeholders in accordance with their interests, as determined.

The Life Lease stakeholders in attendance set out their desire to be able to rent out their
units in order to, among other things, generate cash flow that could be used by the Life
Lease stakeholders to pay to the Receiver their obligations pursuant to the terms of the
Life Leases. The Life Lease stakeholders also told the Receiver that one of the attractions
of the Life-Lease Residence was that certain services provided to Nursing Home
residents, such as delivery of meals, could be made available to occupants of the Life
Lease uniis for a fee,_gnd as a result of such services, the “_yalue” of the Life Lease units
and the income that could be derived therefrom, would be enhanced. The Receiver
infoimed the Lifé Lease stakeholders that it would look into the status of such possible

services.

In addition, the Life Lease stakeholders asked the Receiver whether it would supply, or
pay for appliances for the units. In this regard, some Life Lease stakeholders asserted that

Rose had committed to purchase the appliances.

As described abéve, the concepf of a Life Lease is for the unit to be available to the
purchaser or co-purchaser, if applicable, until the death of both the purchaser and co-
purchaser, if applicable. Notwithstanding this concept, based on the Receiver’s
preliminary review of the Life Lease documents and its discussions with vatious parties, it

appears that many of the vnits were acquired by corporations or by individuals not
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intending to occupf the units, which is inconsistent with the Life Lease concept provided

for in the Life Lease documents.

The Receiver acknowledges that stakeholders having an interest in Life Lease units other
than as an occupant would likely want those units to be rented in order that rental income
could be generated to pay for expenses such as common area charges and the other

payments required pursunant to the Life Lease agreements. Given the uncertainty

surrounding the rights of Life Lease stakeholders and the nature of their interests, it is the”

Receiver’s view that units should not be rented at the present time. The Receiver is
concerned that the establishment of new landlord and tenant relationships could hamper
the further developrﬁent of the project and its dispositic_m. As a result, the Receiver will
advise purchasers of the Life Lease units of its ultimate position regarding the renting of
umits when the Receiver cornpletes its analysis of the Life I.ease units and formulates a

course of action that will be used to realize on those umnits.

Following the October 24, 2011 meeting, the Receiver spoke with ACC to enguire as to
services that may currently be provided to Life Lease oecupants by ACC. ACC informed
the Recei\}e_r that it previously polled the Life Lease occupants to ascertain whether there,
may be interest in receiving meal sefvices. ACC further informed the Receiver that of the
approximately 30 units polled, only 2 occupants expressed an interest in that service. As

such, it appears there is no financial benefit to the Receiver to implement those services at

this time.

It appears that as part of the marketing of the Life-L.ease Residences, Rose may have
offered certain inducements to potential purchasers, including the provision of appliances

for the unmits. The Receiver reviewed with Gowlings whether the Receiver had any

obligation to provide appliances for units. Gowlings has confirmed that the Receiver does

not have any obligation to supply any of the inducements that Rose may have offered to

purchasers of Life Lease units.
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THE NURSING HOME
Residents of the Nursing Home

87.

23.

89.

90,

The Nursing Home has 60 licenced beds situated in 36 private rooms and 12 basic rooms
(with two beds per room). As at the Appointment Date, the Nursing Home was fully
occupied and continues to be fully occupied as of the date of the Report. 'f'he Nursing
Home residents are substantially all of Korean heritage, By letter dated September 27,
2011, the Receiver advised the residents of (i) the appointment of the Recetver, (ii) the
Recelver’s intention to continue to operate the Nursing Home, and (iii) the Receiver’s
intention to arrange a meeting with tﬁe residents and their families to provide further
information and address any questions the residents or families may have. A Korean

translation of the letter was also provided to the residents.

On October 13, 2011, the Receiver attended a meetihg of the Nursing Home’s Family
Council in order to inform them of the receivership and to answer questions they may

have had regarding the receivership.

On October 17, 2911, the Recsziver provided a further letter to the residents and their
families advising that the meeting with the Receiver and the residents and their families
was going to occur at the next Family Council meeting scheduled for 6:00 pm on October
24,2011 at the Property.

On October 24, 2011, the Receiver attended the Family Council meeting with the
residents of the Nuising Home and their families. Asthe first language of the majority of
the people in attendance was Korean, the discussion was translated into English/Korean
by Kay Chang, the president of the Family Council. Two representatives of the MOHLTC
were in aftendance at the meeting and adviscd participants that since the Appointment
Date, the MOHLTC had conducted three inspections and had not identified any care-

related issues.
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In addition to the above meeting, the Receiver has responded to inquiries from families of

the current residents and potential residents regarding the status of the Nursing Home and

the receivership.

Management Agreement with Assured Care Consulting Inc.

92.

93.

o4.

95.

On May 15, 2007, Rose entered into a management agreement with ACC to manage the
Nursing Home on Rose’s bebalf. That agreement was executed at that time with the
expectation that the Nursing Home wduld open the following yéar. However,
construction of the Property was not completed until September 2010, and the MOHITC
subsequently identified certain deficiencies that had to be rectified prior to providing to
Rose its authorization to begin admissions, As a re_sult, the Nursing Home did not open to
residents until March 201 1. Since the Nursing H;)me’s opening, ACC has acted as the

manager of the Nursing Home on Rose’s behalf.

In anticipation of its app ointment as Receiver, on September 23, 2011, the Receiver met
with Mr. Robert Berg, the President of ACC, to discﬁss the status of the Nursing Home,
M. Berg provided an overview of the operations of the Nursing Home, the history of
ACC’s involvement, and a éop}r of the management agreéxgent between ACC and Rose.
Mr. Berg advised th.ﬂ:lt during the period between the opem'né to admissions and the
Appoim:mént Date, the Nursiné Home operated within the parameters of the Long-Term
Care Homes A_cr, 2007 (“LTCHA”) and its Regulations, and that the MOBLTC had not

imposed any operational restrictions.

M. Berg advised that ACC maintained the accounting records and provided Rose with
monthly operating reports with comparisons to budget and a variance analysis. In
addition, ACC provided specialists where necessary 1o assist in the areas of nursing,

programs and environment.

Mr. Berg further advised that the daily functions in the Nursing Home for food
preparation, housekeeping, maintenance, and laundry were contracted out to Nova

Services Giroup Inc. (“Nova™), who provided staff on-site to carry out those functions.
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Based on those discussions, and given that the fees proposed by ACC were in line with
market rates, the Receiver engaged ACC to be the manager of the Nursing Home. The

Receiver and ACC have entered into a new management agreement made as of September
27,2011 (the “Management Agreement”) on terms acceptable to the Receiver and ACC.
A copy of the Management Agreement is attached hereto as Appendix “F>,

The Management Agreement provides for ACC to continue to act as thé day-to-day
manager of the Nursing Home on behalf of the Receiver. ACC has advised the Receiver
that it will continue to provide its internal specialists in mursing home administration and
accounting, and that ACC will review and advise the Receiver on the operations of the
Nursing Home. Pursuant to the Management Agreement, ACC will prepare budgets and

cash flow forecasts for the Nursing Home as well-as monthly operationél reporis.

ACC has established a new operating bank account for the Nursing Home, and a new
bank account for the Resident’s Trust Account on which the Receiver is to co-sign all
cheques. Funding for the Nursing Home by the MOHLTC occurs on or about the 22" day
of eﬁch month when the MOHLTC deposits finds into Rose’s bank account. The

Receiver will then transfer the MOHLTC monthly funding to the Nursing Iome operating
bank account. C

Pursunant to section 110 of the LTCHA, the Management Agreement must be approved by

the Director. On November 11, 2011, the Receiver submitted the Management .

Agreement to the Director for-its approval. The Receiver has not as at the date of the

Report received the Director’s approval.

MINISTRY OF HEALTH AND LONG-TERM CARE

100.

Prior to the appointment of the Receiver, the Receiver contacted the Crown Law Office
(Civil) of the Ministry of the Attorney General for Ontario (the “AG™), counsel for the
MOHLTC, to advise of the-application for the appointrent of the Receiver. Gowlings
provided the AG with the materials filed in support of the Application. Prior to the
hearing of the Application, the AG requested certain changes to the Appointment Order in
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order to address concerns of the MOHLTC. Many of the changes requested by the AG are
reflected in the Appointment Order. '

101.  After the Receiver’s appointment, the Receiver corresponded with the MOHLTC to
advise it of the issuance of the App otntment Order and to request that all future MOTILTC
funding be directed to the Receiver’s bank account. The MOHLTC informed the
Receiver of its position that pursuant to the LTCHA, the MOHLTC is anly able to provide
fimding to the licensee, namely Rose, and not the Receiver. Notwithstanding subsequent
discussions between Gowlings and the AG, it appears that the MOHLTC funding will
continue to be deposited into Rose’s bank account, with the Receiver causing those funds
to be transferred to the Receiver’s bank accoumnt. Subsequently, counsel for the Receiver
has had further discussions with the MOHLTC which lead to the administrative and

clerical amendmenis the Receiver proposes to the Appointment Order.

102.  The Receiver also contacted Ms. Mary Diamond, Manager, Cornpliance Inspection for the
MOHLTC to advise her of the receivership. Ms. Diamond indicated that the Compliance
Inspection division was aware of the receivership as the MOHLTC had been contacted by
an unknown individual who raised a complaint concurrent with the receivership. The
MOHLTC conducted inspecti(;ns on September 25 and 27 and on October 3, 4 and 5,
2011 in the areas of staffing levels, provision of care, nursing supplies, food production

and food supplies. No findings of non-compliance as a result of the inépections have been

reported to the Receiver.

103. As referred to above, two representatives of the MOHLTC were in attendance at the

meeting where the Recciver discussed the receivership with residents of the Nursing

Home and their families.

RECEIVER’S CASH FLLOW

104. The Receiver has prepared a cash flow forecast for the next three month period (“Cash
Flow™). The Cash Flow incorporates as receipts, funding to the Nursing Home and



105.

106.

107.
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amounts currently being received in respect of the Life Lease Residence, less
disbursements expected to be incurred by the Receiver in fespect of the Nursing Home,

the Property and the administration of the receivership.

According to the Cash Flow, the expenses of the Nursing Home are being funded from
amoimts being received from the MOHLTC and the Nursing Home’s residents. As a

result it does not appear that the Receiver will have a need to borrow any funds on

account of the Nursing Home’s operations.

Funding of the part of'the project represented by the Life-I.ease Residence comes from the
monthly payments being provided by the parties who have entered into the Life Leases. At
present, it appears tﬁat ofthe Life Lease Residences that are currently occupied, monthly
payments are being made in respect of 31 units‘_ For purposes of the Cash Flow, the
Receiver has made the assumption that only payments currently being made will be

received over the period of the Cash Flow.,

Based on the Cash Flow, it appears that the Receiver will not need to borrow funds for the
Life-Lease Residence in the short term due to there being funds in Rose’s bank accounts
as at the Appointment Date of which the Receiver has takeq_possession. The Receiver will

review any future funding requirements with Peoples.

SECURED CREDITORS

108.

As at the Appointment Date, Rose’s indebtedness to Peoples was approximately $15
million. Peoples’ security (“Security”™) over Rose’s assets includes a charge/mortgage in
the amount of $17,300,162.50 registered in the Land Titles Division of the Toronto
Registry Office, a General Assignment of Renis and a General Security Agreement.
Blaneys has provided its opinion to the Receiver that the Security is a legal, valid and
binding obligation of Rose that is enforceable against Rose. Blaneys’ opinion is subject to
the standard qualifications set out therein.
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In addition to the amounts owing fo Peoples, Rose may be indebted to the parties below

which may have the following security over Rose’s assets:
. a second mortgage to IWOK for $700,000 at 12% annual interest;

. a third mortgage for $590,000 and a fourth mortgage for $100,000 to Turfpi'o
Investments Inc. (“Turfpro”) at 12% annual interest; and

. a fiftih mortgage for $150,000 to Unimac Group Limited (“UGL”) at an interest
rate of 5%.

Pending a determination whether the realizations from Rose’s assets will be of an amount
sufficient to fully repay Rose’s indebtedness to Peoples, the Receiver does not propose to

obtain an opinion on the security held by Iwok, Turfpro or UGL.

In addition to the above, the following construction liens have been registered against the

Proiject:

a) Royal Windsor Mechanical Inc. registered a construction lien for $87,132 on
March 26, 2010. The Certificate of Action was issued on May 26, 2010 indicating
that Royal had cormmenced a court action which it must do under the Construction

Lien Act in order to perfect its lien;

b} Mikal registered a construction lien for $4,166,659 on November 19, 2010. The
Certificate of Action was issued on December 31, 2010; and '

c) Tremonte Manufacturing Welding & Ironworlcs Limited registered a construction
lient on November 22, 2010 for $42,735. A Certificate of Action had not been
registered on title. Tremonte’s claim may be sheltered by the Mikal construction

lien.

The Mikal construction lien is in respect of amounts claimed by Mikal as owing in
connection with the construction of the project. The Receiver notes that prior to the
receivership, Mikal and Rose were engaged in ongoing disputes primarily related to
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Mikal’s claims for payment, and Rose’s claims relating to consiruction delays, change

orders not approved and constraction deficiencies.

On September 29, 2011, being afler the Appointment Date, Mikal obtained judgement
against Rose in the amount of $4,195,768.64 plus costs of $1,350.00. Gowlings was
advised by Mikal’s counsel, Goldman Sloan Nash & Haber LLY (“Goldman”) that
Goldman was not intending to take any action in connection with the judgen;ent. A copy
of the judgement is attached herclo as Appendix “G”. Except for any portion of the
judgement that is on account of a construction holdback, Gowlings has advised the

Receiver that the judgement represents a claim subordinate to Peoﬁles.

While there may be setoffs against Mikal’s cléjm_that may be asserted by the Receiver,
pending disposition of the Property, the Receiver does not intend to take any action in

connection with any of the above-noted lien claims at this time.

CRA is scheduled to perform audits of Rose’s payroll deductions and HST accounts
duting the week of December 5, 2011, The Receiver will report on the results of the audits
in a future report to this Honourable Court.

TRANSFERS UNDER VALUE

115.

116.

The Receiver has commenced a review of Rose’s transactions for the one year period
preceding the Appointment Date in order to delermine if there were any transfers at under

value that could be subject to review pursuant to the provisions of the Barnkrupicy and
Insolvency Act. |

After commencing its review, it became apparent to the Receiver that it was not in
possession of a number of bank. statements and cancelled cheques of Rose that were
required to complete the Receiver’s review. The Receiver is awaiting receipt from KCU

of photocopies of the bank statements and cancelled cheques that the Receiver has been

unable to locate.
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STATUTORY REPORTS

117.

On October 7, 2011, the Receiver issued thé Notice and Staterment of Receiver pursuant to
sections 245(1) and 246(1) of the Bankruptcy and Insolvency dct (the “Notice™) to all
unsecured creditors of Rose and forwarded the Notice to the Official Receiver. A copy of
the Notice is attached hereto as Appendix “H”.

RECEIVER’S STATEMENT OF RECETPTS AND DISBURSEMENTS

118.

119,

120.

121.

Attached hereto as Appendix “I” is the Receiver’s Interim Statement of Receipts and
Disbursements for the period Septermber 27, 2011 to November 30, 2011 (the “R&D™).

The R&D indicates that as of November 30, 2011, the Receiver held funds totalling
$645,628.

The R&D includes receipts from the MOHLTC on account of monthly. funding of the
Nursing Home. Due to a delay in ACC establishing an operating account for the Nutsing
Home, the R&ID also includes receipts from Nursing Home residents for their co-payment
amounts and on account of pref[:rred accommodation {extra payments for private rooms):
The Receiver will be taking stéps to have all future co-payments and preferred

accommodation payments deposited directly into ACC’s Nursing Home accousnt.

The R&D also reflects the receipts and disbursements relating to the Life-Lease

Residence.

The Receiver is seeking the Court’s approval of the R&D.

STATEMENTS OF ACCOUNT OF THE RECEIVER AND ITS COUNSEL

122.

The Receiver’s fees for services rendered for the period ending November 15, 2011 in
respect of its activities as Receiver are particularized in the Affidavit of Hartley Bricks
sworn December 7, 2011 and the invoices attached as exhibits thereto, The total amount

of the Invoices for this period is $250,674.68, inclusive of HST (“Receiver Fees™).
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The fees and disbursements of Gowlings, counsel for Peoples Trust, in respect of work

performed for the Receiver, for the period September 26, 2011 to October 31, 2011 are

particularized in the Affidavit of Harry VanderLugt sworn December 12, 2011 and the -

invoice is aftached as an exhibit thereto. The total amount of the invoice for this period is

$26,479.70, inclusive of HST (“Gowlings Fees™).

The fees and disbursements of Blaneys, independent counsel to the Receiver, in respect of
work performed for the period September 22,2011 to October 31,2011 are particularized
in the Affidavit of Eric Golden sworn December 7, 2011 and the invoice is attached as an
exhibit thereto. The total amount of the invoice for this period is $11,808.29 inclusive of
HST (“Blaneys Fees™).

The Receiver has reviewed the invoices ef both Gowlings and Blaneys and finds the work

performed and charges to be appropriate and reasonable.

The Receiver is seeking this Honourable Court’s approval of its activities to November

30, 2011 and the Receiver Fees, Gowlings Fees and Blaneys Fees.

RECEIVER’S REQUEST TO THE COURT

127.

The Receiver is respectfully seeking an order:

i)  approving this Report and the actions and activities of the Receiver to December
8, 2011 and the R&D; -

i) directing KCU to pay to the Receiver, without setoff, contra or deduction, an
amount equal to the funds that were in Rose’s bank accounts on the Appointment

Date, net of any bank charges levied against those funds that are approved by the |

Receiver;

i)y  approving the Management Agreement made as of September 27, 2011 between
the Receiver and ACC for ACC to act as manager of the Nursing Home:
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iv) approving the Property Management Agreement made as of October 24, 2011
between the Receiver and Sterling for the provision of management services for

the Property and for Sterling to act as property manager of the Property excluding

the operations of the Nursing Horme;

V) amending the Appointment Order to make certain changes of an administrative or
clerical nature, as set out in detail in the Notice of Motion to be filed; and

vi) . approving the Receiver Fees, Gowlings Fees and Blaneys Fees.
All of which is respectfully submitted to this Honourable Court.
DATED this 12™ day of December, 2011.

Deloitte & Touche Inc.

Receiver and Manager of the current and future
assets, undertakings and properties of

Rose of Sharon (Ontario) Retirerment Community
and not in its personal capacity

Dl o mT Ly (e

Daniel R. Weisz, CA*CIRP, CIRP  Hartley Bricks, MBA, CA-CIRP
Senior Vice President . _ Vice President
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INTRODUCTION

L,

W

.,,Sup,er,mx: Court o_f Jushqg. ggqmmcrm_ai_ Li.s_t)___ (_t}]g. “Com;t_?’) dated September 27, 2011
(the “Appoidtinent Date™); Deloitte & Touche Ing. {1 cloitie”) was. appomted as
receiver and. manager (the “Recewnr") of all of the cufrent and. futdre ‘agsets,
-undertakings and ‘properties. of Rosa of Sharon. (Ontarja} Retirement. Commumly

'f(“Rose’") A:copy of thie Amended and Regtated Appointment Ordet is attachied hereto-as
Appendix-$A»,

Rose’s principal asset is a 12-storey: building located at 1517 Maplewood Avenug,
Torento; Ontario: (the *Property”) that is comprised of & 60 bed longernt care Facility
']GL.ated on floars 4. thraugh 6 {the: “Nursmg Homeé™)-and BQ: life-lsase: umtsr lmcated on
ﬂaor&z -and 7 thraugh 12 (the"‘LlfgaLease Residerce™),

This Sccond Report of the Receiver {the “Report”) is ﬁe’]i"\:_rétégi in respoxse. toa motion
brought by Trisura Guaraitice Insuratice Cotnpany feturnable December 21 ) 2012 and
following review of the affidavit of Eﬂdda:di-'@hass’é swoin Decertber 12, 2012 (the
“Chassé Atfidavit”) swornin support of the said-motion:

In. proparing thisReport, this:Reciver huy relied vipoh recards'of Rose anil thie Applicant
‘Peoples Trust Cordpam

“Redplés”). The Recetver has not performed an sudit oF aitier
verification of such inféiaation,

In aeenrdarice with paragraph 3(d)-of the Appointment Order, Gowlings:acls'as tounsél

to’ ll:ie Rﬂcewerand fo ﬁégpli:s, the: Applicart in thesge receivership proceedings, exéept on



i,

matters upon which the Receiver réquires independent advice. The Receiver has

-determined that it does hot requiire independent representation for thislift stay motion,

BACKGROUND-

Rose is.a ngt-for-profit Oiftario corparation that was creatéd to -develop and provide
Senior’s type housing for people of Koreafi heritage.

ﬁo’sb‘dﬁiﬁﬁi&&"consﬁ'iicti'Gn finaticing from Peoples by way.of & commiiumient 'i%ﬁ‘ér'da"téd
March 17, 2005 -Constenction of the Prqperty conunenced i thie suriinver -6 2006 and the

unt[a developtrent scheduie provided: for consfruetion. tu_be completed, and for the
Nursing: Hotne-to-opeti, in. the fall:61:2007.

The Retéiver has been advised by Mr, Johin Yoon, Chiirman of Rose, that die to

c‘ﬁns’truéﬁéﬁ ﬁéifiy"si ‘the p‘f@jié gt. ’diﬂ“ﬁﬁt ééﬁieveﬂnbsf&nti%l ' CQﬁﬁpiéﬁbﬂ‘ Vil Eelﬁféﬁﬁﬁér

,1s=sued a1l occupgancy p.errmt far, =the, -Pl?ﬂ_pﬂl:t}f. Ag the .Reaeme_:.hqs aclv.tsgsd_ in s .FII—SE

Report, dated Decembor 12, 2011, afthodgh the oecupancy permit hag been ssued, fhere
appear 1o be certain issues velating to the constuction of the building that rermain
incomplete or deficlent.

O Novembsr 19, 2010 Mikal«Calladuni Construotion fne. “Mikal?), the. geﬁefal;
_ cantractnr of the: Ptaperty whu:h opetated. under-the: lrade fianie’ Ummae of v thé: :e[ated,

entity Ummac Group- Ltds, ot varjaiions of that natne; registered. & consiriiction hcm-

registered a3 Instrument No. A T’JSS(SSI L ontitleto the Property {the “Lien- Claim™),

The Lien Claim wis. perfected ; wa & Statefént 6f Clairm issuéd: by ‘Mikal on-Decémber:
31 2{310 which is‘aﬁached,as Exhlbit “B”"ta the-Chassé A dmut The Liemw Claun iS-8ii
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Appendix to the Statement of Claim. The affidavit.of verification required for the Liet
Claim is executed by Keith Ly, representing Mikal. Delivery of this Statement of Claim

-commenced the “Lien Action”. Counsel for Mikal atthe time was Jeffrey A. Armel of
‘Goldman Sloan Nash & Haber LLD;

1tls apparent from Mr. Arnigl’s cgt"fes'iim'f&ncé-"tb"'CiioWﬁhgs iti ity capacity as Gounsel ta-
Peopies that Mr. Arme"l was mvulved mnegonanona with: Rose with-a view fo settimg
the Llen C]an'n Auached he[et(} A Appendm “BP’ :s cm:respondence frota Mr Armel
gl.a.le_d. Aprl 11; 2011 adms,lngr__-ﬁﬂwhggg; .t;hat;nebgtla_tlﬂns wiere continuing and that

defences ir the Lien Action wereriotrequited at that time

Guwlings” file alsa-discloses:ihat the-next event was the técsipt:of'a Natice that thie Lien
Astion would: b disniissed, which was fssued by the Goitt o July 11, 2011, affached

‘ereto as Appendix “C”.

Gowlings delivered Posples™ Statemeiit of Beferics in the. Lien Aétion o July 21, 2011.

Peoples” Statement of Pefence s attachéd 4s Extibit “D™ to-the: Chassé Affidavit.

On August 18, 2011, Gowlings delivered. Peoples’ consent to & Judgment ordeting o
Reference to the Master at Toronte to-determine alf issaes:raised in the Lien Action. A

copy of the ¢-mail providing this consent is attached hereto-as Appendix “D”.

It appears that after Mr, Armel was advised of the App’e’i’himent “Order, he ddvised

'Gowlmgs for the first time, of a default judgment alitained by “Mikal o Septemb&r 29

011 two days Alter fhe Ap”omtment Date: A caf"

Grder and advmes that: *Uz

-u'q;riclxent :s;juggment_.ug tlieab

“The Lien Claim ‘was dpparently assipned to Trrsmak the company that pmv;ded -4

Performance Bond and & Labour and Material Paymient Bond- with respect to. Mikal’s
contract with Ruse, on Janyary 30, 2012, The A;s;gplnent-»ls.-exqqutqd by Leon Huf s
feprescntative of Mikak, alihough as sef et below, liére is some question eoncerming M,
Huif’s authority in this regsird, |
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THE RECEIVER'S DISCOVERY OF DEFlClENT WORK

17,

18-

19,

21.

'Gowlmgs reSpouded 16 'lnsxxms June 4, 2012 cancspondt:ncc on hehalf of the:Receiver.

R ellowmg its. Appomtment and prehmmary nvesti gatmns concermng tha condltmn of the
ﬂle Gﬂﬂdmonao__li t.ha ab.m Ic_l;,ug that hgus@s_- =th§ Hsgxﬁ,Lng‘ﬁ@mc:—:and 'thg L. fes Lﬁase -Rf%ﬂ.ld@m??
at the Property, Tn-March 2012, Nofan Lee-and-Assosiates delivered its conclusions
{the “Building Audit Report™). The Building Audit Report is available to be produced
1o the Court upon réquiest.

rbf;halzf D#-t;haaRqum% ﬂﬁs)wlmgs ngt;ﬁad Ml.kgl of the yargous,dghemncxes 1Q§nt1,ﬁ§d in
the Building Audit Report.and provided Mikal five'days to rectify them.

M;kal failed to recufy the. ideniified derct_\
contract with Roge 4nd the R@Lﬁ

ies withij five days as- required undet its
ce; Bond.. Ay A fesilt, ‘on June 1, 2012, G‘o_whngs,.
o behalfof the Receiver, wiote to Trisura tq_;gJaxm-unde_g_Ee;Eogmgqca_Bnnfl TE0211026

(thie “Performaned Bond™} issied by Trisura with respect fo Mikal*s work for Kosé on
the Progerty, The package provided to Trisura on June 1, 2012 (which includes the
lettersto Mikal).is attachied hereta & Apperidix “F™.

Borden Ladnér Gervais ILP (“BLG™), ay ¢ounscl to Trisura, responded to the claim
against the Ee:;fér‘rﬁam’:é Borid in a11 e«mail dated June 4, 5’25011'2:, which s attached hereto.
as Appendix “G™.

\atfac“hed 1o thzs Ietfer s, aVaJlabh: torbe pmduc@d:-m the Caurt upori fequest.

Fisura did not-aceept the dlatm riade-ty the Recéiver iiderthe Performarice: Bond.. &s &
Tesulf, on Septembier- 14, 2012, the Reveiver issued 4 Statement of Clafm with-respect to
the deficiericies iu the work: identified in thie Building Audit Report: ‘This Statement of

Claim is atiackied hereto as Appendix *I*. Trisura accepted service of the Statement.of

Claigi 61 Septérnber 18; 2012, via an e-mail ffom Bl G.attached hereto as Appendix 43",
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SR

Despite fequests fom Gowilings, Ttisura has nél delivered a Stalement of Defence to this
Statement of Claim. The Receiver has notta datg noted Trisura in defautt.

In tesponse to- service upor Mikal of {he Statement of Claimt 40 the proceeding
cemmbnced by the Regeiver, on Oclaber 16, 2012, Guwlings received cotrespandence:
from Garth Tow, toimsel Yo Mikdl and Weith Ly, advising. the Receiver that the
',ncunétshiﬁ« of 'Mikﬂ was di&ﬁutéd; "’arfzéhg M. I;y -’{Wﬁa executed “the ﬁﬂ-‘fdﬁv’it a‘f

' This dispule is cun‘.enlly be;ng adjudmated in another court prnceedmg Mty
'Law-'sletter dated October 16, 2012 is attached hereto a5 Appendix “K”

TRISURA’S REQUEST TO LIFT THE STAY OF PROCEEDINGS

'27 S

On October 24, 2012, BEG requested the Receiver’s consent 1o 1ift the: stay of

_ praceedings ta get the Lien Action dows for trial: A copy ofithe e«inail cordespondenceds:

attached hereto as Appendix¥L7.

Gowlings responded 10 BLG's request with & letter dated Ocfober 3, 2012, pointing out
a nungher of difficulties with Trisura’s request to s¢t the Lien Claim down for frial. This
lgtter is attached hereto as Appendix “M”,

As s¢t out at Exibit*P” to the Chassé Affidavif, on Nevember 7, 2012; BLG asked for
fhie Reeeiver™s consent to-an Otder [iftirg the stay of proceddings. Gowlings provided the
Regeiver's position respedting the ferfis BF & proposed Order liffing “ﬁie: sfay of
proc:eedmgs in the: lefter dated Navember 22 202 attached to-the Chasse Affidavit as:

a8 a term Of itg. consent fo settmg the L;en Actmn déwn: for tnaT Paepiea aslced Tor. fhe-
opportufity to. gmend its: Statemgnf of Difence.

‘O of the terms sét out in:the November 22, 2012 letters wa that Trisura. was fo take out
an Qrder to Continue. As-set out at patagraph 12.of the Chassé Affidavit, the Order 1o
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Conitinug. in the Lien Action was obtained November 26, 2012. It was served on
Gowlirigs on Degember 3, 2012, Attached hergto as Appiendix “N is topy 0f the e:mail
serving the Order to Continiie.,

‘RECEIVER’S REQUEST TQ THE COURT
The Réceiveris respectfully seeking an orders
&  approviig thisSecond Report; and

(6] ardering that the stay of proceedinigs be fifted: dn thie fefriy sef out in Gowlings®
Jetters dated November 22, 2012..

Al of whieh is respectfdlly subnilitéd to this Honaurable Court:
DATED this 14" day of Decernber, 2012,

Deloitie & Touelie Tnc.

Receiverand Managet of the current and fiitute
assets, undertakings and propertie:

Rose of Sharon (Ontatio) Retirement Community
and not in-its peesonal capamty

TOR LAW: 2061418
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Court File No, CV-11-9399-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE }  THURSDAY, THE 27t DAY

)
MR. JUSTICE BROWN ) OF DECEMBER, 2012

BETWEEN:

PEOPLES TRUST COMPANY

Applicant

Respondent

APPLICATION UNDER section 243 of the Bankruprcy and Insolvency Act, R.S.C. 1985, c.
B-3, as amended and under Section 101 of the Courts of Justice Act, R.8.0. 1990, ¢. C.43

ORDER

THIS MOTION, made by Trisura Guarantee Insurance Company (“Trisura
Guarantee™), for an Order that the stay of proceedings (the “Stay™) in Justice Campbell’s
Order dated September 27, 2011 (the “Appointment Order™) be lifted for the purpose of

allowing Trisura Guarantee to pursue an action bearing Court File No. CV-10-417426 (the

“Construction Lien Action”), commenced by Mikal-Calladan Construction Inc. (“Mikal-
| Calladan™), as against certain parties, including Rose of Sharon (Ontario) Retirement
Community (“Rose of Sharon™) and so that Trisura Guarantee can com‘ply with section 37 of

the Construction Lien Act in the Construction Lien Action, was heard on December 21, 2012



at 330 University Avenue, Toronto, Ontario, judgment having been reserved until December
27,2012,

ON READING the affidavits of Edouard Chassé, sworn December 12, 2012 and
December 17, 2012, the Second Report of Deliotte & Touche Inc., in its c_apaci‘ry as Court-
appointed receiver (the “Receiver”) dated December 14, 2012 and upon hearing submissions
from counsel for Trisura Guarantee and counsel for the Receiver and upon reading the

Affidavits of Service of Jessica Beare, sworn December 12, 2012 and December 17, filed.

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion Record is hereby abridged and validated so that this Motion is properly returnable
today and hereby dispenses with further service thereof,

2. THIS COURT ORDERS that the Stay provided for in the Appointment Order be and
is hereby lifted so that Trisura Guarantec can continue and take all steps necessary to advance
the Construction Lien Action and so that Trisura Guarantee can take all steps as are necessary

to comply with section 37 of the Construction Lien Act.

3. THIS COURT ORDERS that the Construction Lien Action be and is hereby set

down for trial in accordance with section 37(1)2 of the Construction Lien Act.

4, THIS COURT ORDERS that the noting in default of Rose of Sharon in the

Construction Lien Action be and is hereby set aside.

5. THIS COURT ORDERS that the Default Jl_ldgment dated September 29, 2011,

against Rose of Sharon in the Construction Lien Action be and is hereby set aside.

6. THIS COURT ORDERS that the Receiver may file a Statement of Defence in the
Construction Lien Action within 20 days of the date of this Order.

7. THIS COURT ORDERS that the issues of liability, timeliness and quantum in the

Construction Lien Action shall be determined in a Reference before a Master.



8. THIS COURT ORDERS that the issue of the priorities of the construction lien vis-a- '
vis any other encumbrance shall be determined by a Judge of the Commercial List in these

receivership proceedings.

9. THIS COURT ORDERS that Trisura Guarantee pay costs to the Receiver in the
amount of $4,000, which costs shall be paid within 20 days of the date of this Order.

//L/z—_.ﬁ

ENT ‘ERED A i NHCH[T A TGRONTO

O 1 BOOK NO:
LE / DANS LE REGISTRE NO.:

ﬁ DEC 2 8 2012
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ror Miniswy Use Only , Qrtario Corporatlon Homber

s appleadon eun

. Py : gl
Szt Ld Mumgte de Yiassociation oo ™ *ato 1.

923118

of the oo wheah i u B35 PEISOATE (D812
inece Latxs Polent gated D par lefiies paals {:‘a:pa'es Jgultﬁ m
‘Erags I;Jna s i:.‘rnmp Tiethod
2 nde O, tat Ypa NCOFP.
D7 AYRIL 1993 CA] [o] [og [C=J [*]
« Le kinisie gde la [T} ) a 3 £

Consommatsn ef du Commzrce

Notice
u-{r‘/;"/f \b, ( M Share Rag’'d Jurisdiction

palza Tizisrs Drssieds [v] [¥] [owTamro,, .. ... ]
n ] FT] 7]
APPLICATION FOR iNCQRPOHATION OF A CORPQHATIOVN WITHOUT SHARE CAPITAL
REQUETE EN CONSTITUTION D'UNE ASSOCIATION
Farm 2
C""’::"“"* 1. The name of the carporation isfNom de assecciation:
Formulalre Rlok Tel Tolel Tolulak fal s J¢folwirtalritjol )} IR|EIT] HR{EIM
‘numéro 2
Lu(sufilas ENT COHMUNITY
campagnles el .
assoclatlons

07109 {00/88)

2. The address of the head ofifice of the corporation is/Adresse du slége social:

156 FROWT STREET WEST. 6TH FLOOR

[Streed & Number or AR Number & il Mult-Otffica Buliding gqive Room No.)
[Rue el numéo ou R.A. et numéra al, 8'll s"agll d'un ddliice & bureaux, numéro du bursau}

TORONTO, ONTARIQ Mislafofi 6]

{Name of Municipalily or Posl Oifica) {Fostal Cade/Caode pasial}
{Mom de fa municipalité ou du bureau de posial

3. The head office of the corporation is situated In/Le sldge soclal se trouve &

TORONTO in ‘hel REGIONAL MUNTCIPALITY OF METROPOLITAN
Mama of Munwcipality. Gesgsaphical Township} {Countly. Diatdicl. Ragional Munigipafily)
tria {Mom da la nl'lIntcipaixte. canion] dans le {Comia, districl, municlpalité régionale) TORONTO

4. Address of clubhouse or similar premises (if any) is:
Adresse du local de I'association ou autre endroit utilisé aux mémes fins, s y a lieu:

'r\\ 8

TCireel & Mumber ar AR, Number & it Mulli-Odfica Butiding giva Room No.}
{Rue el numéro ou RA el numéro ol, 871 3"aglt d'un &difice & bureaux. numéra du bureau)

[TTT11]

éName ol Muncapaity ar Posl Difice) |Postal CedefCoade pastal)
{Nom da ia municipafilé ou du Bureau de poste}

5. The applicants who are to be the first directors of the corpocation are:
Requérants appelés a devenir les premlers administraleurs de l'association:

Rﬂs_ldenca address, glving Sireet & No or R.R Mo & Muntcipality or Past
Name In full, Including ail firsi, middla namas | Qfice 8nd Posial Code
Mom el prénams ayv comple] Adresss personnelle ¥ camprls la rue 1 l2 numéro au la A f. el la suméro,
le aom de la muraicipalaé au dJ burgau de poste 8 te code posial

RICHARD S. YOON 195 GLENVIEW AVENUE, TORONTO, ONT. M4R 1R4

WON H. LEE 1211 STREAMBANK DRIVE, MISSISSAUGA, ONT. L5H 1X1
STEPHEN IM 220 HILLCREST AVENUE, NORTH YORK, ONT. M2N 3P2
DOHUN KIM 1232 MISSISSAUGA ROAD, MISSISSAUGA, ONT. L5H 2J2
HELEN HUH 101 YALLEYMEDE DRIVE, RICHMOND HILL, ONT. L48 1Té
YOON-JAE LEE 1 TAHOE COURT, DON MILLS, ONT. M™3B 3M6

MATTHEW. KIM | 67 CITATION DRIVE, WILLOWDALE, ONT. M2K 155




6. The objects for which the corporation s Incorporated are:
Objels pour lasquels IPassocialion est conslitude:

a) to provide and operate residential accommodation for semior citizens
of Jow and modest income, the majority of whom are members of the
" - Koréan Community.

b} to provide and operate a Nursing Home licensed under the Nursing
Home Act, R.5.0. 1980 ¢320 as amended, or any successor of that act,
for senior citizens of low and modest Tncome, the majority of whom
are members of the Korean Community.

07109 {09/88)




07104 (09488}

7. The speclal provisions arefDispositions particulidres:

1.

For the above objects, and as incidental and ancillary thereto, to
exercise any of the powers as prescribed by the Corporations Act,

or by any other statutes or Jaws from time to time applicable, except
where such power is contrary to the statutes or conton law relating
to charities, and in particular, without Timiting the generality of
the foregoing:

the corporation shall be carried on without the purpose of gain for
its members, and any profits or other accretions to the corporation
shall be used in promoting its objects;

upon the dissolution of the corparation and after the payment of all
debts and liabilities, its remaining property shall be distributed

or disposed of to charitable organizations which carry out their work
solely in Canada;

the corporation shall be subject to the Charities Accounting Act
and the Charitable Gifts Act;

the directors shall serve as such without remuneration and no
ditrector shall directly or indirectly receive any profit from his/
her position as such, provided that directors may be paid reasonable
expenses incurred by them in the performance of their duties:

the borrowing power of the corporation pursuant to any bylaw passed
and confirmed in accordance with section 5% of the Corporations Act
shall be limited to borrowing money for current operating expenses,
provided that the borrowing power of the corporation shall not be
<o limited if 1t borrows on the security of real or personal
property;

if it 15 made to appear to the satisfaction of the Minister, upon
report of the Public Trustee, that the corporation has failed to
comply with any of the provisjons of the Charities Accounting Act
or the CRaritable Gifts Act, the Minister may authorize an inguiry
for the purpose of determiifing whether or not there is sufficient
cause for the Lieutenant Governor to make an Order under subsection
317 (1) of the Corporations Act to cancel the Letters Patent of
the corporation and declare it to be dissolved;

to provide such public, community and recreational space as is
appropriate to the housing accommodation and Nursing Home services
in such a manner that it is usafle and accessible to other non-
resident seniors, and to the resident’s families and friends so as
to encourage interaction between the residents and thie wider Korean
Community;



h. to acquire by purchase, lease, devise, gift or otherwise, real
property, and to hold such real property or interest therein
necessary for the actual use and occupation of the corporation
or for carrying on its charitable undertaking, and, when no
longer so necessary, to sell, dispose of and convey the same
or any part thereof;

1. to raise money through subscriptions, donations, gifts, endow-
ments and testaments for the purpose of carrying out these
objects;

J.. to enter into rental or occupancy agreements with the residents
upon such terms as it may deem advisable. .




8. The names_and residence addresses of the appllcants are:
Noms et adresses persannelles des requérants:

Marmo I {ull, Inciuding ail ficst, middle
1)

Maom et prdnoma au compled

Hasldenca addrass, giving Sireel & No. or RR. No. & Municipallty or
Posl Clfica and Poslal Gode

Adresse personnalle ¥ compsis [4 nue at le numéco ou laRR. gt
auméro 8l [a municipatité ou le bureau de posie el le code paslal

Calling {oceupelion)
Protassion

195 GLENVIEW AVERUE

RICHARD S. YOON ENVIRONMENTAL
TORONTO, ONTARID M4R 1R4 COORDINATOR
WON H. LEE 1211 STREAMBANK DRIVE CHARTERED
MISSISSAUGA, ONTARIO L5H 1X1 ACCOUNTANT
STEPHEN 1M 220 HILLCREST AVENUE M.0.
NORTH YORK, ONTARIO H2N 3P2 OBSTETRICIAN
DOHUN KIM ' 1232 MISSISSAUGA RDAD M.D.
MISSISSAUGA, ONTARIO L5H 2d2 NEPHROLOGISY
HELEN HUH 101 YALLEYMEDE DRIVE PHARMACLST
RICHMOND HILL, ONTARIO LA4B 1T6
YOON-JAE LEE 1 TAHOE COURT M.D.
DON MILLS, ONTARIO M3B 3M6 GASTROENTEROLOGISTY
MATTHEW KIM 57 CITATION DRIVE M.D.

WILLOWDALE, ONTARIO M2K 1S5 FAMILY PHYSICIAN

This application {5 exscuted in duplicate.
Celte roquéts est faite en doubls exemplaire.

fipatiz=Ylutitly)

Signaluras of appllcanisiSignature des regudranis
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form 3 i APPLICATION FOR SUPPLEMENTARY LETTERS PATENT
i
1

Corporations REQUETE EN VUE D'OBTENIR DES LETTRES PATENTES SUPPLEMENTAIRES
Act . .

Fogqutare - 1. Name of the applicant corporation { Nom da la compagnie Ou association requéranta

Agdde 3 T p T

S ‘R;O sTel To FTSIH‘A!R{O‘E olwrlaleleflo i 1 71 7, 3 L]

mifs v 5 T | : ' :
\-ﬁ"‘;,;,-c?:,’;f.f‘.% RlE1T.I%R E!ME,H 1] lcoinn U}g Ty | : ,' !
= L] 1 L : ! - ' 1 8 .

v ] g Ll N

S 2. Date of incorporation/amalgamation:
O = Dale de constitution ou de fusion: 07 APRIL 1993

L e . . {day/jour manmiimors yEA anage?

3 The resolution authorizing this application was confirmed by the shareholdersimembers
of the corporation on
La résolution autorisani celte requéle a été rafifiée par les actionnaires de la compagme
ou les memhbres de l'association 18 .

A : 15 MARCH 1994
- : {day!jour manih-mots yaanannga)
under section 131(2)" . of the Corporations Act.
aux termes de ladicle de la loi sur ies compagnies g! associalions-

4. The carporalion applies for tne 1ssue of supplementary ietters patent 1o prowds as follows:
: I La compagnie ou association demande la délivrance de ‘elltres patentles supp lemenlaires
R T . autorisant ¢e qui Sui: :

Refer to 1(a), 1{b) =et e attached.

Ve
i)

.GEP a9 199%

Loyt
LT




i{a)

The Latters Patent of the. Corporation are hereby amended as
follows:

1. By amending paragraph 6 thereof so the objects for which the
corporation is incorporated are:

a. to provide and operate non-profit residential
accommodation and incidental facilities thereto exclusively for:

(1) persons of low income;

(iiy seniorvcitizens primarily of low or modest income;
(1ii) @isabled persons primarily of low or modest income;
or any combination of (i), (ii), and (i1ii) .,

12 . b. to provide and operate a Nursing Home licensed under the
- * : Nursing Home Act, R.5.0. 1990, c. N.7.

2. By deleting all of the special provisions set out in paragraéh
7 and replacing them with the following:.

[P T

# 7, The special provisions are:

W - For the above objects, and as incidental. and ancillary

o thereto, to exercise any of the powers as prescribed by the
corporation Act, or by any other statutes or laws from time to
time applicable, axcept where such power is contrary to the
statutes or common law relating to charities, and in particular,
without limiting the generality of the foregoing:

S ,.~a, the corporation shall be carried on without the purpose of

Ll cbgain for its members, and any profit or other accration to
: ‘Mthe corporation shall be used in promoting its objects;-

T ﬁﬁtb.'the directors, and those directors who also serve as
o~ ¢$Pofficers, shall serve as directors and officers without
. .. A%E remuneration and no director shall directly or indirectly
- l receive any profit oxr remuneration from his or her positlon as
%4 director or in any other capacity, provided that a director,
o

including those who are also officers, may pbe pald reasonable

! expenses incurred by them in the performance eof his or her
rJ' duties;

c. the membership of the corporation shall consist of two groups,
a resident member group consisting of members who are resident in
. accommodations owned by the corporation and a non-resident group
e D consisting of all other members, all of which may be further
oL defined in the By-laws;

.4

g b e

t
i

pem

0 938 d. within one (1) year after eighty percent (80%) of the units
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1(h)
in any residential accommodation owned by the corporation have
become occupled by tenants or other residents, not less than one
third of the directors of the corporation shall be elected by and
from among that group of the members of the corporation who

consist of persons who are resident in accommodations owned by
the corporation:

e. the corporation shall be subject to the Charities Accounting
Act and the Charitable Gifts Act;

£. the borrowing power of the corporation pursuant to any by-law
passed . and confirmed in accordance with Section 59 of the
Corporations Act shall be limited to borrowing money for current
operating expenses, provided that the borrowing power of the
corporation shall not be limited 1f it borrows on the security of
real or personal property:

"'.1'

19-  if 1t is made to appear to the satisfaction of the Minister
Y0f Consumer and Commercial Relations, upon report of the Public
1trustee, that the corperation has falled to comply with any
provisions of the Charities Accounting Act or the CcCharitable
Gifts Act, the Minister may authorize an inquiry for thea purpose
Bof determining whether or not there is sufficient cause for the
=hleutenant Governor to make an Order under subsection 317(1) of
dgthe Corporations BAct to cancel the Letters Patent of the
WCorporation and declare it to be dissolved:

xh upon dissolution of the corporatlon and after payment of all
: 3debts and liabilities , its remaining property and assets shall
'he distributed or disposed of to a charitable non- profit -housing
corporation w1th housing as one of 1lts objects, such corporation
_to be solely in Canada;
oy, to provide such public, community and recreatlional space as ls
“Sappropriate to the housing accommodation and nursing home
CNservices in such a manner that it is usable and accessible to
wCother non-resldent seniors, and to the resident's famllies and
friends so as to encourage interaction between the residents and
the surrounding community; .

ary Letters Patent conformning to this,

to the Public Trustee.

™
¥
-

nen

j, to acguire by purchase, lease, devise, gift or otherwise, real
property, and to hold such real property or interest therein
neceéssary for the actual use and occupation of. the corporation or
for carrying on its charitable undertaking, and, when no longer

50 necessary, to sell, dispose of and convey the same or any part
thereof;

(H5s
of !75 Pao#e

Helserveiniie

4
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3
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-

Page

k. to raise money through subscriptions, donations, gifta. or
endowments and testaments for the purpose of carrylng out these
cghjects;

oplicauon s

ey 68 d3d, 1, to enter into rental or occupancy agreements with residents

upon such terms as it may deen advisable."
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Celte requéte ast faite an doubie examplaira.
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ROSE OF SHARGN (ONTARION) RETIREMENT COMMUNETY
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{Sugnatural
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-~ Vice President
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Inasn Ontark Corporaton Number
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— “APPLICATIDN FOR SUPPLEMENTARY L'ETTERS.'PATE!,‘JT
Corporations REQUETE EN VUE D'OBTENIR DES LETTRES PATENTES SUPPLEMENTAIRES
Acy
me:,ea 1. Name of the applicant carparation / Dénominatlon socfale de la personne maerale requérants ;
oA RIoISIEL tolr]| [sTulalRlo[nl ol nTAlR[I oS
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3 g
€ “El 2. Tho name of the oatparation is changad to La dénamination saciale ds la parsenne morals devient
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a2 2 .u
Ao\
L g
£
2
E
> 3. Dato of incorporation/amalgamation:
= Date da constitulion ou de fusion: 07 APRIL 1993
82 {dayrour monvTals Yeuranmda)
:f:i {"; 4 Th resolulon authorizing ibs application was confiimad by the Sh.erehDIUBI'SIMmeSH‘; of the carparation on
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5. {cont.){guila) 2.

RESOLVED fhat the Corparation apply for Supplementary Lefters Patent to the
Supplementary Letters Patent dated September 12, 1994, by deleting paragraph 1.
of those Supplementary Letters Patent and substituting therefor the following:

1. By amending paragraph 6 of the Letters Patent of the Corporation so the
objects for which the Corporation Is incorporated are:

8. (a)  toprovide and operate non-profit residential accommodation and
incidental faciliies thereto for senior citizens and disabled
persons mainly of the Korean-Canadian Community;

(b to provide and operate & nursing homs licensed under the
Nursing Home Act, R.8.0. 1990, c.N.7

(c) to uiilize ‘all excess funds obtained from operations and
! : donations for charitable purposes, namely, the alleviation of
poverty, education and cuitural programs for the Korean-

i Canadian community in general and the residents of the

residential accommodation and nursing home operated by tha

: % Caorporation in particular.
b1

This application ia executsd in dupficate,
Laprésenie requéle est faile en double exemplairs.

ROSE OF SHAROM (OHTARIO)
RETTREMENT COMMUMITY

{Nama of carperaborDénominabon Eodala di e perdonada madala)

™

ByPar: President

{Signaure} Rickard Yoon {Desaxipiion of Office}
{Sigaalute] {Foacian)
L7 2 N+ Vice-President

iaramie] S tPespbon ol Oifice)
(Sgasure)  Matthew Kim {Foncson)

{oorporius S48l
(scotil Saln
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of Sharen Community

_ ~15'Maplewood Avenue

- Lang-Tefm Care — 17 Maplewood Avenue
T Toronto, Ontarlo

Hose of Sharon Development Office
926G Yonge Streel
Taoronta, Ontaria
- M4W 3C7
Phone 416-979-7027
Emall: raseafsharon@jegotech.com
Web: www rosecfsharan-home.com







ROSE OE.SHARON - *

COMMUNITY TO.MEET YOUR’ CHANG!NG NEEDS

Rese of Shaion is an exciting new community that will cater to the needs
of seniors seeking an independent lifestyle and those seeking care. Itis a piace
where residents can live with dignity and comfort knowing that the assistance
they need is close at hand. With special design features and on-site services,
Rose of Sharonis a place where residents can Jive with a sense of safety and
secumy The community ; will have large common areas whera the residents can
enjoy meals, activities and speclal events.

_"_WH‘éles,-ri'(aéE_'bé‘éHARON_?;

The community is being developed by Raose of Sharon (Ontario)
Relirement Comimtinity, a Korean-Canadian non-profit organizaticn whose roots
began with a dreamin 1981. in 1990 Rose of Sharon received an award from
the Provinee of Ontaric to develop a 50 resident long-term care facility. 1In 1996
Rose of Sharon secured the site that the community will be built on. The same
year-Rose of Sharon obtained planning approvals from the City of Toronto to
build the community.. In 2003 the Province of Ontario expanded Rose of
Sharon’s award so that the long-term care facility can serve 60 residents. Over
the last year Rose of Sharon has been working closely with the Province. of
Ontatio on details design of the long-term care facility and the City of Toronto on
overall design issues.

The Rooftop Patlo
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e 7 ROSE OF SHARONDETAILS =~ % [ v =+ 7 o

¥
The community will offer a full continuum of care witl . life lease suites
for independent seniors and a 60 resident long-term care facility, licensed by the
Province of Ontario, for those seeking full nursing care. The projecl boasts 2 °
levels of underground parking and the following amenities:
* lobby lounge '

café

library

family dining room
~ chapel / meeting roem,

fitness Centre (with whirlpool, sauna & exercise equipment)

penthouse parly room

rooftop patio

rooftop garden area

residential laundry

lockers

The program advisor will assist in organizing clubs and approptiate
meeting localions & time. These could include bible study, chess, flower
arranging, book study, card making & yoga. The dining room will have 5pecial
community meals for major holidays.. Individual families can have their own
celebrations for birthdays, anniversaries, etc. Other care services are also
available to the residents of the Rose of Sharon.

P e YU WHATIS A LIFE-LEASE APARTMENT? -

A iife lease apartment provides a purchaser with the right to occupy their
suite for the remainder of their life. The suites typically include a living room,
kitchen and bedroom. Through a manthly maintenance fee, owners of life lease
suites help maintain the common areas, similar to the operation of a
condominium. Included in this maintenance fee is a membership to the Rose of
Sharan club programs and amenities. While life iease residents will likely be fully
independent when moving In, residents have the option to purchase services as
needed 1o help them live an Independent liféstyle. The optional services include
meals, housekeeping, latndry, grooming, bathing assistance, nurse supervision, -
transportation, hair salon, dry cleaning and nightly security checks.
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OSTS:& SERVIEE PACKAGES

Apartment Monthly Charges (Al Residents must pa y far the following;) *
“Subfact fo changa without nolice

1. _Standard Condo Fees: ¥ _0.40 per square foof area of Aparlmant
* Includes all comman area charges, Including: maintenance, utifilies of common

areas, adminislration, deferred maintenance, elevator malntenance, Insurance,
cammaon properly {axes, cleaning atc,

= Resident Board &t {helr annual meeling astabiishes this cost

2. Standard Utllities _ ¥ 0,18 per square foot ares of Apariment
’ festimatad) ’
* lIncludes cost of Healing, Coaling, Walter, Sewage & Electricily. of Apartment
3. Standard Praogorly Tax $__0.48 per square foof area of Apartment
{estimated)

« Eslablished by the city

4. Standard Telecom Charges #__varlable based on options & use
* Telephone, Television & Internet (Rose df Sharon Is offering extended serviges
al below market rates) _ T

5. _Rose of Sharon Club Options $ _ variable based on aptions & use
» Ghonse ONE of the Service Packages below:

| Basic Service Package: {for 55 years old and over}

$75.00 per month for one resident ($100.00 per monih for two residents)
»  Covers club grograms and amenities (s&e helow)
» __ Building security system & anfrance system

Parsonal Care Service Package

$325.00 per month for cne resident ($600,00 per month for bwo)
Covars club programs and amenities (see below)
Buiiding securlly system & entrance system

15 meals (dinners) per month

Bi-weekly housekeeping

Bi-weekly linen service

Full Gare Service Package

$900.00 psr month for ane resident ($1700.00 per monih for two) (Generally
designed to serve the needs of individuals who require daily assistance)

+  Covers club programs and amenities (see below}

Bullding securily syslem & entrance system

3 meeals and snacks per day

Daily chambernyaid

Weeldy linen service
_Medicalion administration

Weekiy personal faundry

Personal grooming assistance

Balhing assistance

Nurse supervision




'ROSEOF SHARON-GLUE PROGRAMS & AMENITIES

Social evenis
Entertainment

Tuck shop
Cammunily newsletter
Educational events
Community rooms
Outdaor palios

HARDN-OPTION

an— be purchased

Parking

Organized irlps

Transportaflon for medical and soclal appolntments
Hair salon

Nightly securlly checks

Dry dleaning and mending



Rose of Sharon
At Hoine In the City

We age, no matter who we ate. One of the lessons we leatn as we grow older is that there is value in’
being close to family, friends and having a comumunity which we enjoy. The Rose of Sharon js a 12
storey refirement community designed to cherish for the rest of yout life. Conveniently located in
the Bathurst — St. Clair area of Toronto, it has 90 independent living apactments, and a 60 hed long
tem caze facility. The community offers international cuisine, a cofnmon Penthouse Lounge,
Fitness Centre and much, much more. '

Comfort L _
Whether you prefer living in your own apartment or find that it is 5o longer practical, the Rose of
Sharon offess the comfort of services that promote wellness, provide security and ensure that
medical staff is dlways available on-site.

Convenience L

The Rose of Sharon is situated so that you are just minutes away from the subway, shopping, and
parks. With the St. Clair West subway close by and a bus stop in Front of the building it is easily
accessible to the rest of the city. There are a dich vardety of shops on St Chir Avenue West,
churches nearby, as well as a general store and hair salon convéniently situated within the building.
For those who enjoy walldng, there ate leafy neighbourhoods to walk through, or the Cedarvale
Ravine and Belt Line Railway park aress.

Care

The Rose of Sharon is designed to be a community whete you will know the care and dipnity that
commes with the needs of aging, Hete you will find helpful support in your daily tasks, whether doing
the laundry, cleaning your own home, or cooking. The Rose of Sharon Dining Room will prepare
“western” and “eastern” cuisine to satisfy the tastes of its international dientele, and any special

- dietary concems.. ‘The Wellness sexvices include medical 2nd paramedical personnel, with a nutse oo
staff 24 hours/day in the long-term cate facility, and doctors schediled regularly. Massage, shiatsu,
and acupunctute therapies will be available along with manicure and pedicure services on the main
fioor: of the Rose of Shaton,

Community
The comaunity of the Rose of Sharon will enjoy the Penthouse Lounge, which provides a smuning
-view of the city, s kitchenette and latge, landscaped terrace, aswell s 3 common Library,
Community members can also freely use the Fitness Centre, which offers exércise equiptent, a
sauna and whirlpool bath. The Rose of Sharon Café will tmake 2 wonderfid gathering place for
residents, with its complimentary coffee and tea in the moming and afterncon. Othier features that
the Rase of Sharon community will include a Music Program, a Cultural Program with tnovie
evenings and book club meetings, and a non-denominational Spiritual Program with pastoral
- visitation and chapel services.
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FILE; ROSEOFSHARONEE YORK HEALTH GARE DEVELOPMENTS INC,

ROSE OF SHARON BOARD MEETING - MINUTES OF MEETING

Date: Movember 5, 2005
Place: Windfields Restaurant
Time: 9:00 a.m.

Recorder:  Bill Mardimae

Present: Richard Yoon, John Yoon, David Kye, Olivia Yoan, Choo Kook
Chang, June Choi, Scatt Hwang

Regrets: Helen Huh

Guests; Bill Mardimae, Vic Helnnchs, Leon Hui

1. The chair opened the meeting at 9:00 a.m.

2. The agenda of November 5, 2005.
Motion that the agenda be approved as distributed
Moved: Olivia Yoon Seconded: Scott Hwang Carried

3. The minutes of meeting of June 11, 2005
Motion that the minutes be approved as distributed.
Moved: Scolt Hwang Secanded: David Kye Carried

4. Business arising from Minutes.
1. Date of previous meeting corrected to be 2005.

5. New business:
1. Bili Mardimae reviewed the financing commitment from Peoples Trust and
the Certificate of Insurance from CMHC, and confirmed that both are in
good order and wiil have the dates extended to Spring 2006.
2. Presentation of 3 contractors quotations:

- Architectural Phases Inc. $17,619,571. nobond .
- Jamesway Construction Group  $18,500,000. bond available
- Unimac Group Ltd $17,608,655 bond available

3. Resolution to enter into the CCDC 2 construction contract: Resolved to
enter into a CCDC 2 lump-sum contract with Unimac Group Ltd / Mikal-
Calladan Construction Inc for the amount of $17,608,655 as soon as
possible, with the execution for the Rose of Sharon by Richard Yoon and
John Yoor. _ '

Moved: David Kye Seconded: Choo Kook Chang  Carried

Unanimously

4. Vic Heinrichs reviewed the approval process and status for the shoring,
foundation and building permits, all parties to use best efforts to have the
permits issued as soon as possible.

5. Rose of Sharon to write to Metcap Living to ask if Metcap is able to

provide the resources for the ongoing management. Request response by
November 15, 2005.

Page 1 of2



FILE: ROSEOFSHARONG6 YORK HEALTH CARE DEVELOPMENTS INC,

6. Other business
Introduction of Leon Hui, President of Unimac Group Ltd and Mikal-Calladan
Construction Inc and discussion on the project startup and schedule.

7. Next Meeting
Regular meetings to be scheduled for the 1 Saturday of each month at the
Korean Cultural Centre located at 1133 Leslie Street.
Next meeting 9:00 a.m. Saturday December 3, 2005 at the Korean Cuitural
Centre, 1133 Leslie Street, Toronto.

8. The meeting adjourned at 10:15 a.m.

Page2of 2
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Memorandum of Understanding
between
Rose of Sharon (Ontario) Retirement Community
-and
Unimac Group Ltd.

Re: Construction of Rose of Sharon building
165 Vaughan Road, Toronto

Rose of Sharon (Ontario} Retirement Commmunity has entered into a CCDC 2

construction contractor with Unimac Group for the construction of the building at 165
Vaughan Road.

This Memorandum of Undcrstanding between Rose of Sharon and Unimac Group siates
the responsibilities of each parly to undettake the following work:

Rose of Sharon (Ontario) Retirement Community:

1. Pay the total amount of the Change Orders 10 to [4 inclusive (approximate
amount $ 700,000.) to Unimac Group by Oct. 25, 2008

2. Pay all the progress draws, as approved, net 20 days after submission

3. Ensure that the Architect and Consultants will perform their duties in a timely
manner

4. Pledge the unsold Life Lease units {(minitnum of 6 units) as security to Unimac
Group Ltd. and its sub-trades, for all payments certified by project architect.

5. Acknowledgés that there is a shortfall of approximate 1,263,923 3| (includes
GST) in progress paymeits to Unimac Group Ltd. (up io Sept.29, 2008) and this
amount will be paid as soon as possibie by fundraising efforts by Rose of Sharon,
but by no later than 30 days after substantial completion.

Unimac Group Lid:

. Complete the construction of the building to attain Substantial Completion and an
Occupancy Permit from the City of Toronto by March 31, 2009

Agreed this 17th day of October, 2008:
Rose of Sharon (Ontario) Retirement Cotnmuni Ly

x -

1 have authority'tg bind the corporation. Name: ui}« rCL \]}()C)I\J

Unimac Groyp Ltd. /
e Ea"‘" N,

1 have authority to bind the cmporahon Name: I—’ Fop {—-{H l




ADDENDUM TO THE RIGHT TO OCCUPY AGREEMENT
Dated the |7 ay of O.1, 2008

BETWEEN:

ROSE OF SHARON (ONTARIO) RETIREMENT COMMUNITY INC.
(*“Community™)

AND

UNIMAC GROUP LIMITED (“Purchaser™)

Whereas the Parties have entered into the above-noted agreement (the “Agreement™) as
security for monies owing to the Purchaser for the construction of the Rose of Sharon
project at 165 Vaughan Road Toronto, Ontario;

1243, 9232

And Whereas there is currently  ohe a7 f/fes o henched Dollars 3 )

owing to the Purchaser (the “Debt”); ity thee thousond , ansd nipne Jndsodd and ety thre 3

i)
And Whereas the parties wish to set out the terms and conditions relating to the security 7

and the Debt;

Now Therciore the parties agree as follows:

f.

In the event that the Debt is not paid when the unit is ready for oceupation, the
Purchaser may close the purchase and wse some or all of the Debt then
outstanding in payment of the purchase price and adjustments for the unit.

Community may continue to offer the unit for sale to third parties and use the net
proceeds of sale to pay the Purchaser and redeem the wnit.

Unless and until Community redeems the unit, the Purchaser shall be entitled to
receive all income derived from the unit and shall be entitled to sell the unit,
subject to the usual terms and conditions governing resate of wnits in the project,

ROSE OF SHARON (ONTARIO) RETIREMENT COMMUNITY INC.

PER %
PER /

UNIMAC 2110UP J:&ITED
PER i

>
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&’) s Agreement
oy

Neg. O, 1A Between:

Rose of Sharoen

and
Unimae Group Lid,

The agreement between the ahave parties is as follows:

Unimac Group Lid. agrees lo complete the balance of the construction schedule to
achjeve completion and occupancy of floors 1 10 6 by January 11, 2010 including an
Occupancy Permit from the City of Toronto, and then completion and tolal Qccupaney
approvat for the total building by February 28, 2010,

Rose of Shayon agrees to make payments to Unimac based on the total completion (less
deficiency) of blacks of wark bused on floors . If the floor is not totaliy complcte by the
proposed date, then thers will be no payment on that date. Furihermore, the payment will
be made [ater when the block/floors of work is complete. The blocks of work and the
payments are csiablished and agreed to by both parties in accordance wilh the table on
page 2 of this agreement.

~ WMMM&M wili be a0 adequate work foree to attain this
= heduie. If Unimac docs not achieve the Ocenpaney Permil for itoors 126Dy January 31,
3010, then Utiimac will campensate the Rose of Sharen for “allintérim interest charges on

ke consirietion loan, to be dedusied from the amount of the Construetion Contract,

If the Rose of Sharon fails (o make any of the payments on page 2 by the specified date,

and the respeetive work is completed by Unimec, then the completion date will be

adjusted (extended) hy the rumber of days that the payment is late and the Rosc of

Sharon shall pay a penalty of 15% of the required payment to Unimac forthwith.

The assessment and verification of the completion of the blocks/floors of work will be
determined and decided by the Architect with no tight of appeal by either party.

Y WH  hbaid Meow

Per Unimgt Group Ltd. E‘erﬁﬁse of Sharon Papsdend 4 cdaisman

_j}?\ M LA Q.:.J’-/—n e Totiu %OM

Wilness Per Rose of Sharon ¢ & e




Proposed Date Block of Work (ficors) Paymen(3)

December 11,2009 | Initial Payment, {compensation for October 2009 100,000
_progress draw)

December 18,2009 | Floors 4-6 Long Term Care 70,600

December 31,2009 | Main Floor 10,000

January (5, 2010 Floors 2-3 50,000

January 29, 2010 Floors 1-6, ciw Occupancy Permﬂ from City of 70,000
Torontg

February 26, 2010 Floors 7-12 e/w Occupaney Permil for lora] 36,000
buuldlng from City of Toronto_

/ Liwck Ly é) Richand Moo

Per Uinimeac Group Lid, Aerar pridya

Date: __ e /8 {/Zo-’{ﬂ

Per Rose of Sharon Prearctonct . chasisian

Dite: Qpe,'{offﬁoo?’

@%W (8% fdd o quN %0/‘11
Wilness cr.Rosdof Sharon e
Date; QLC 10 {O 6 Date: fooc |, S P
i
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RIGHT TO OCCUPY AGREEMENT
(Purchaser Typs C)

'THIS AGREEMENT made in duplicate this 8% day of April, 2005.
BETWEEN:

THE ROSE OF SHARON (ONTARIO) RETIREMENT COMMUNITY INC.
Proposed Project 165/ 171 Vaughan Road, Toronto (the Property)

(hereinaﬁer referred to as the "Community”)

—and—

ANNE MARIE HEINRICHS

of the.City of Guelph,
in the Province of Ontario.
{hereinafter referred to as the “Purchaser”}

~ WHEREAS the Community is in the process of developing and subsequently constructing a
nursing home and housing accommodations consisting of units described as the Residences at
the Rose of Sharon; ’

AND WHEREAS the Purchaser is desirous of purchasing the “right te occupy” one of the units to
be constructed;

AND WHEREAS the buildings will be operated on a non-profit basis.

NOW WITNESSETH in consideration of the mutual covenants contained herein, the parties ‘
hereto agree as foliows: :

THE UNIT

1. The Community agrees to use its best efforts to construct in accordance with the pians and
specifications as prepared by Victor J. Heinrichs Inc. Architect, the unit being identified as #1.M2
(the “Unit*) along with the options and modifications as specified and described in the Schedule of
Options and Modifications attached hereto.

The Purchaser agrees to purchase from the Community the right to use, cccupy and enjoy the
Unit for the purchase price of One Hundred Eighty One Thousand Five Hundred Seventy
Dollars {$181,570), including Zero (0} parking space(s) (all being hereinafter called the "Right to
Occupy Cost") in accordance with paragraph 6 hereof.

~

3, "The plans, specifications and Schedule of Options and Modifications shall be maintained at
the office of the Community and be available for inspection during regular office hours.

4. The Unit shall be completed and ready for occupancy by the Purchaser on or before the 31%
day of November, 2006 (the “Date of Possession”). Provided however, that if the Unit is not

-1-



ready for occupancy on the Date of Possession as a result of any cause beyond the contral of the
Community, then the Community shall be entitled to extend the Date of Possession for one or
more periods not exceeding ninety (80) days as may be necessary.

5. The Community shall be entitled to terminate this contract on thirty (30) days' written notice, if
the Community in its absolute discretion determines that this contract cannot be fulfiled. Upon
such notice being given, the Purchaser shall be entitled to receive a refund of all moneys paid
without interest. : -

6. The Purchaser agrees to pay the Right to Occupy Cost to the Community as follows:
(Complete and cross out as appropriate)

(a) One percent (1%) of the Right to Occupy Cost upon execution of this agreement;
being One Thousand Eight Hundred Sixteen Dollars ($1,816)

(p) Nine percént (9%) of the Right to Occupy Cost 10 days after the signing of this
Right to Occupy Agreement; being Sixteen Thousand Three Hundred Forty One

Dollars {$16,341}

7(c) Ten percent (10%) of the Right to Oc:cuupy Cost within 90 days after the signing of
this Right to Occupy Agreement; being Eighteen Thousand One Hundred Fifty Seven
Doliars ($18.157

R ) Ten percent {10%) of the Right to Occupy Cost upon footings completed; being
Eighteen Thousand One Hundred Fifty Seven Dollars {$18,157)

(e) Ten percent (10%) of the Right to Occupy Cost upon Main Fioor Siab poured;
being Eighteen Thousand One Hundred Fifty Seven Dollars {$1 8,157}

(fH The final payment is due upon Occupancy permit; being Oné Hundred Eight
Thousand Nine Hundred Forty Two Dollars ($108,942)

The Purchaser shall pay the above-noted sums upon ten (10) days’ notice of the
appropriate events.

COMMON AREAS :
1. The Purchaser shall have the non-exclusive right to the use of the areas designated by the
Community as common areas, facilities and amenities, for the purposes for which they are
intended by the Community. Common areas include general space such as halls, elevators and
parking areas other than designated parking space(s) under a Right to Occupy Agreement.
Common areas and elements also include specific spaces for cultural, social, worship &
recreational activities. These areas are for the use and enjoyment of the community as a whole, L
and only secondarily for private functions when available and under specified conditions. These
areas are the rooftop party room, rooftop patio, café, chapel / meeting room, spa and library.

2. The Purchaser acknowledges that the facllities and amenities are to be developed for the
enhancement of the total community and they will open for use by the total community. The
Community shall be entitled to make changes, improvements or alterations in regard thereto as
the Community in its absolute discretion may deem desirable.

3. Ifas a result of the exercise by the Community of its discretion the facilities and amenities are
changed, diminished or abolished, the Community shall not be subject to any liability or damages,
hor is the Purchaser entitled to any compensation or abatement.



MONTHLY MAINTEMANCE FEES AT
1. The Purchaser shall pay to the Community, in advance, a monthly maintenance fee

comrmencing on the date of possession and therearfter on the 1st day of each and every calendar
month,

2. The monthly maintenance fee is calculated based on the area of the unit.  This includes the -
gross floor area of the unit, the area of the exterior wall assemblies, the area of any wall that

separates the unit from any common spaces (corridor, staircase, duct, or plumbing space) and

.half the area of any wall that separates two units.

- 3. The monthly maintenance unit fee is to include, but not fimited, to the following:

{a) Costs of operation, maintaining, repairing and managing the residential building, the Unit
(the purchaser pays for unit damage & insurance), the common areas, the amenities and
facilities, as well as the visitor parking areas, including snow and garbage removal, sewer
and water, gas, insurance, building maintenance, landscaping, greund maintenance,
elevator maintenance contract, equipment costs, equipment replacement reserves, major
repairs and major capital repair reserves and management fees.

(b Costs of providing services for the residents, including amenity space charges, activity
and program co-ordination costs.

4. The monthly maintenance unit fee excludes all areas within and including the drywall of the:
party, exterior and corridor walls, but includes the plumbing, mechanical, and electrical (excluding
the fixtures). Fenestration is a common element as are Suite entry doors including hardware.

5. Municipal taxes, electricity and any optionat services such as communications and
enterfainment will be billed separately by the Community and paid for by the unit holder in addition
to the foregoing.

6. The moenthly maintenance fee for the parking spaces are assessed separately. The monthly
maintenance fee shall be based on a proportionate share in relation to the area of the Unit space
to the total of the Unit spaces in the building.

TERNS OF THE AGREEMENT
1. The term of this Agreement is the lifetime of the Purchaser or if there are two Purchasers,

upon the death of the survivor. This Agreement terminates earlier upon the occlurrence of one of
the following:

{a) The Purchaser gives to the Community ninety (90) days’ written notice of his/her
intention to selltransfer his/her interest;

(b} Failure of the Purchaser to comply with the terms hereof or the rules and regulatlons
as declared by the Community from time to time;

2. Upon the Purchaser, who has given notice in accordance with paragraph 1 (a) above, giving
vacant possession of the Unit to the Community, the Community shall proceed to sell the Right to
Occupy the Unit in accordance with paragraph 5 below.

3. Upon the death of the Purchaser or the survivor of the Purchasers or the occurrence of
paragraph 5 for which the Community shall provide the Purchaser or his/her representative with
written notice, the Purchaser or his/her representative shall upon the happening of such event or
receipt of such notice provide the Community within ninety (90) days possession of the Unit and
the Community shall be entitled to proceed to sell the Right to Occupy Unit in accordance with
paragraph 19 below. '

4. If vacant possession is not given within ninety (90) days of such notice, the Community shall
be entitled to enter the Unit and recover possession.



5. Upon termination of this Agreement in accordance with paragraph 1-_.above, the Community
shall be enlitled to sell the Right to Occupy Unit to another party of its selection.

6. The Community shall use its best efforts {o obtain the fair market value of such Right.
Further, the Association shall use its best efforts to sell the Right as quickly as is reasonable.
Upoen the closing of the sale, the Purchaser shall be entitled to receive the sale proceeds less a
three percent (3%) fee which shall be retained by the Community, less any amount outstanding to
the Community. The purchaser shall not be entitled to the receipt of anything further, and shall
no longer have any interest in the Unit, common areas, facilities or amenities.

7. Community shall be entitled to purchase the Right itself at fair market value as determined by
the parties, or failing such agreement by the average price of two appraisals: one obtained by the
Community and one obtained by the Purchaser. The Commuinity retains the right, acting
reasonably, to select which purchasers are acceptable, which are not.

8. This agreement shall not create any direct ownership in the real property or building of the

Community and the Purchaser agrees not to register notice of this Agreement against tifle to the _
lands upon which the building sits, until Occupancy and then only in-accordance with the form of k¥
notice approved by the Community acting reasonably and in accordance with applicable ,r}
registration regulations. The property may be subject to a number of agreements with the '
Municipality, utility providers and others which requires for the reguiation and functioning of

property. Any encumbrances in favour of lenders will be discharged or a nan-disturbance

agreement obtained for the Unit on Occupation or as soon as reasonably possible thereafter.

9. The Purchaser shall only bé able to sell his/her rights hereunder in accordance with
paragraphs 1 and 10 hereof. The Purchaser shall not otherwise sell, grant, transfer or assign
this Agreement or any rights hereunder to any person other than the Community.

10. However, if the community does not sell the unit within 90 days after there is vacant
possession, then the purchaser may endeavor to sell the unit as he / she sees fit, and not pay the
community the 3% fee.

11. The Purchaser shall use the Unit for residential purposes only.

12. This Agreement shall not be changed or modified except by written instruction, signed by
both the Purchaser and the Community.

13. This Agreement and every term herein contained, shall be binding upon the Purchaser and
his/her respective heirs, executors and administrators.

- 14. Where there are two or more Purchasers bound by the same terms herein contained, their
obligations shall be joint and several.

15. If any clause or section of this Agreement shall be determined to be illegal or unenforceable,
then such clause or section shall be considered separate or severable from this Agreement and
the remaining provisions hereof shall be binding upon the Purchaser and the Community.

INSURANCE
1. The Community is required to obtain and maintain all risk insurance coverage for the common
elements and the units but not for improvements or betterments made by an owner to his unit or
for furnishing, fixtures, equipment, decorating and personal property and chattels of the unit
owner. The Corporation assumes no obligation with respect to insurance which may be obtained
and maintained by an owner. Each owner is advised to inquire as to additional insurance
coverage that may be reguired by him from his issuance advisars.

2. Proof of the insurance stated above, must be supplied by the purchaser toc the Community.



3. The Community shall not be Tiable for injury or death arising from or out of, any occurrence in,
upen, at or relating to the Community's [ands or the Unit, or damage to the property of the
-Purchaser or others; nor shall the Community be responsible for any injury or loss or damage {o
the Purchaser, or any property of the Purchaser from any cause whatsoever, whether or not any
such acts, damage, injury, loss or death resuits from the negligence of the Community, its agents,
servants, employees or any other party for whom the Community is, in law, responsible.

4. No member shall do or permit fo be done anything that will in any way increase the risk of fire
or the rate of fire insurance for the Association.

5. All property of the Purchaser kept or stored at the Unit or elsewhere in the building shall be at
the sole risk of the Purchaser and the Purchaser shall hold the Community harmless from and
against any claims arising out of damages and loss fo the same, including subrogation claims by
the Purchaser's Insurers.

6. The Purchaser shall keep the Unit clean and well maintained and shall not modify it in any
way, without the Community’s written consent, interior decorating and carpeting excluded.

7.. The Purchaser shall comply with all provisions of law, including and without limiting the
generality of the foregoing, the requirement of all federal, provincial or municipal iegislative
enactments, by-laws and reguiations now or hereinafter in force, which relate to the project, the
unit and its use and occupation thereof.

B. Members shall be careful not to-permit water to be left ruaning unattended.

Apariment residents in particular shall be responsible for the good condition of hoses on
appliances.

8. Each unit owner agrees to-indem nify the Corporation against any liability,
loss, cost, damage or injury to any unit and to the common elements as a result of any act or
omission by such unit owner or by his residents, tenants, or guests.

MAINTENANCE
1. The Purchaser shall grant access to the Unit to the Community, its servants, employees or
agents and prospective purchasers at reasonable times, upon reasonable notice, during daylight
hours, and at all times in case of emergency.

'y

2. The Purchaser shall not do, or omit to do, or permit to be done, anything in respect of the
Unit, the doing or omission of which, as the case may, shall be or result in a nuisance or menace
to the Community or to any other residents of other dwellings within the retirement community.

3. No member shall alter any exterior part or paint colour of a structure inhabited under a Right
to Occupy Agreement, including balcony or designated parking area in the parking garage,
without written permission of the Board.

4. No interior changes to any unit shall be undertaken which could affect the structural integrity
of the unit or any building.

5. The maintenance of and alteration to commaon space will be under the authority of The
Board and not carried out by any individual member(s).

.8.  The Community shall remain the owner of the building and of the Unit and shall have the right
of entry to the Unit at reasonable times, upon reasonable notice, during dayiight hours and at all
times in case of emergency.

7. The Community shail have exclusive control and management of the common areas, facﬂltles
and amenities. :

FEE e



8. The Community shall maintain and repair when necessary the Unit, its electrical, plumbing
systems, Community supplied appliances and Heating, Ventilation and Air Conditioning System.
The costs of such repairs shall be borne by the Purchaser if the damage has been caused by the
Purchaser or histher guests.

OPERATION
1. The Purchaser / Occupant may keep pets in the Unit. No pet that is deemed a nuisance or
unsuitable by the Community shali be kept by the Purchaser. Pets form part of this community
on the understanding that they will be kept under control when outside their home unit, not create
disturbing noise, and cause no damage {o property. Their owners will clean up litter immediately.

2 Moving of household effects & furniture in or out of the building shali be before 7AM & after
11PM, by appointment enly. Note that the elevator cannet be held for exclusive use for more
than 10 minutes. :

3. Garbage will be disposed of only in accordance with posted regulations.
Members will ensure that commaon areas they have used are left secured. Keys and access
cards will not be dupiicated without authorization.

4. There are staff onsite at all times in case of need — members are expected to use discretion
in the use of their time so that they are available for emergencies.

5. Barbegues may be used on the Roof Garden & the Penthouse terraces and in other areas
upon approval by the Board.

8. Smoking is not permitted in the building.
7. Members will be considerate of their neighbours when playing music or creating noise.

8. The Community shait report, on an annual basis, to the Purchaser with respect to the
management of the residences and the provision of commeon areas, facilities and amenities.

Notice may be given to the Community at:
Rose of Sharon (Ontaric) Retirement Comimunity
920 Yonge Street, Suite 500.
Toronto, Ontario
Maw 3C7

Notice may be given to the Purchaser at:
5163 Guelph Road #1
Ontario, N1H 6J4

in both instances, notice shall be deemed effective on the date that the notice is delivered or
mailed.

DISPUTE RESQLUTION

1. Should a dispute about any of the above rules or regulations involve only a few mémbers, the
parties will endeavor in good faith to resalve the dispute.

2. Shouid a breach or infraction or disregard for any rule or regulation occur without the identity
of the offender being known or ascertainable, any member may ask the Board, or its Committee
to post a reminder as the Board sees fit.



3. 8hould disputes remain unresolved despite the efforts of the parties, the Board will set up a
dispute resolution mechanism. The Board's decision in all cases is final.

4 Amendmehts, deletions and additions to these Rules and Regulations shall be proposed by
the Board to any.general meeting, and ratified by a simple majority of those present and voting.

IN WITNESS WHEREOF the parties hereto have hereunto executed this Agreement this 8" day
of April, 2005. _

ROSE OF SHARON (ONTARIO)
RETIREMENT COMMUNITY INC

Per:

We have authority to bind the
Corporation.

Purchaser




ROSE OF SHARON - ACKNOWLEDGEMENT AND CONSENT AGREEMENT Ry

- e o

in consideration of the sum of $1.00 and other good and valuable consideration (the receipt and
sufficiency of which is hereby acknowledged) and in consideration of the covenants contained herein and
in the Right to Occupy Agreement attached to this Agreement, the undersigned,

ANNE MARIE HEINRICHS individually and collectively called the ‘Purchaser”), acknowledges and agrees
as follows:

’ ::"!

1. The Purchaser has been advised by Rose (the “Community”) that there are two parts to the
development of the Property:
(i a fong term care component {the "Long Term Care Project"); and
(i) a residential life lease component consisting of a number of apartment units and related
amenities (the “Life Lease Project”), (collectively referred as the “Project”)

2. The Purchaser has signed the Agreement to purchase a life lease unit from the Community in the Life
Lease Project, dated the 8" day of April, 2005. Pursuant to the Agreement, the Purchaser is obligated
to pay deposit installments totaling {$72.628) (the "Deposit”) on account of the purchase price as
described in the Agreement.

3. The Purchaser acknowledges and agrees that, such Agreement is a good and valid agreement of
purchase and sale enforceable against the Purchaser by the Community and its successors and assigns.
In addition, on the date of executing this Agreement, the Purchaser acknowledges that he / she has
received from the Community and subsequently reviewed with his/her solicitor a draft copy of the.
Agreement (the “Right to Occupy Agreement”). The Purchaser acknowledges that the Agreement is
substantially settied but the Community has the right to amend the Agreement, in its sole and absolute
discretion, from time to time, until it is in a form acceptable o the Community, its lender and any regulatory
authority. MNotwithstanding any provision of the Agreement to the contrary, the Purchaser agrees to
execute the final version of the Agreement forthwith after receiving execution copies from the Community
provided that there are no amendments to the purchase price, the exclusive right to occupy the unit and
entilement to net sale proceeds on sale or other substantive provisions of such agreements that would
have material adverse effect on the Purchaser. The Purchaser waives any right to claim that the
Agreement is void for uncertainty or subject to any right of rescission because the Agreement will not be
finalized and / or executed by the parties until a future date. .

4. The Deposits paid by the Purchaser may be used by the Community in the construction for the
Project. The Deposits are not insured under the Cntario New Home Warranty program or otherwise.
There is a builder's warranty of one year, with some elements with an extended warranty.

5. As required by Canada Mortgage and Housing Corporation, the Purchaser acknowledges and agrees
that he / she has been advised that the construction lender has the legal right, in its sole and absolute
discretion but without any obligation, to insist that the Life Lease Project be registered as a condominium
corporation. Further, the Purchaser acknowledges and agrees that he/she has been advised that, in this
event, the Purchaser may be required to acquire, but he/she is not entitled to require, a condominium. unit
rather than a life lease unit on terms and conditions that have been fully explained to the Purchaser at the
time of executing this Agreement, whlch terms and conditions will be reflected in the final version of the
Agreement.

6. The Purchaser has received independent legal advice prior to hisftier signing this Ackﬁowledgm ent
and Consent Agreement. 5

7. Asrequired by Canada Mortgage and Housing Corporation, on the date of executing this Agreement
and from time {o time, the Purchaser agrees to provide fo the Community all financial and other
information as the Community may reasonably require in order fo confirm the credit worthiness of the
Purchaser and the Purchaser's ability to complete the fransaction of purchase and sale.

8. The Purchaser acknowledges that this Agreement is incorporated into and shall form part of the
Agreement to Purchase.



9. The Purchaser agrees that this Acknowledgement and the Agreement are binding on the Purchaser
and his/her heirs, executors, administrators, personal legal representatives, successors and assigns.
This Acknowledgement and the Agreement shall be for the benefit of and be binding upon each of the
parties and their successors and assigns.

IN WITNESS WHEREOF the parties hereto have hereunto executed this Agreement this 8™ day
of April, 2005.

ROSE OF SHARON (ONTARIO)
RETIREMENT COMMUNITY INC

Per:

Purchaser

Purchaser

Iy
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ACKNOWLEDGEMENT AND POSTPONMENT . } .
TO! PEOPLES TRUST COMPANY , JL
ANDTO; TRAUB « MOLDAVER, fts soliclors
RE: PEOPLES TRUST COMPANY (the "Lender"y

joan to ROSE OF SHARON {ONTARIO) RETIREMENT COMMUNITY (“Community")
15and 17 Maplewood Avenue Toronte {the "Property™

WHEREAS:

A Communily as vendor has entered into a Right Toe Occupy Agreement (the “"Agreernent™)
with the undemlgned whereby the undersigned has/have agreed lo purchase the right to
use, occupy and enjoy a residentlal dwelling unit {the “Unit™) at the Property;

B. The undersigned has/have pald and will pay fo Commuinity certain deposits as portions of
the Right to Occupy Costs as et out in the Agreement;

C. Community has entéred into a toan arrangement.(the “Loan") with the Lender with respect
to the Property and has or will grant to the Lender certain secunity for the Loan including a
Charge/Mortgage of the Property and an assignment of the Agreement (coflectively, the
*Lender’s Security™). )

NOW THEREFORE, in consideration of One {$1.00) Dollar and other good and valuable
consideration, the recelpt and sufficiency of which are hereby acknowledged by the undersigned,
the undersigned acknowledges, covenants and agrees as follows:

1. The undersigned acknowledge(s) that Community has assigned to the Lender, all of
Community's right, title and interest in the Agreement Including its right to receive all deposits
paid or fo be paid thereunder and all proceeds due o' Community thereunder; and

2. The undersigned agree(s) and acknowledge(s) that all deposits paid and to be paid under the
Agreement are subordinated and postponed to, and shall not rank I priority o, the Loan and
the Lender’s Security. '

The covenants and agreements contained herein shall extend to and be binding uf)on the
undersigned and thelr heirs, personal representatives, successors and assigns.

This Acknowledgernent arid Postponment may be executed and delivered by facsimile: or email
transmission and, when so execuied and delivered, shall be binding on the undersigned effective
upan such exeeution and delivery.

DATED this 7727 day of April, 2007,

n T el
2 %ﬁK L A WA fren o=

Name:
Unit Number:;

Name:
Unit Number:
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AME TO
GHT TO oCCUrY AGREEMENT
THIS AGREEMENT rade this 1% day of April, 2010
BETWE EN:
ROSE OF SHARON (ONT AR10) RETIREMENT
coO TY INC
| (herein “Rose™)
|
' -and—
BergrRebedt fgswred Cooirer \
!'.‘ Co \L.'SU-\-J'" V\S N
\ ' (herein wpyrchases”)
\ .
l REAS 2 Right to Occupy Agreement was entered into between Rosé and the Purchaser on
‘ ihe 1% day of April, 2010 - respect of unit 203 (LM3) including One (1) parking space-
WHEREAS fhe parties are desirous of amending the terms of the Right to Oceury
Agreement.
consideration of the mutual covenants contained herein, the

e and

o defer the payment
T «palance™) in 8¢ dance W1
ance will be gecured by 2 promissory note from the Purchaset having e
ine Fundre

The Belen
followxng terms and conditions:
8. Principal amount of One Hundred Thi ty_Seven Thousand and N -
Fifty Eight t Dollars ($137.938. 00Y;

p. Tem of two (2) years;
c. Interest rate 6.75% calcmﬂaxedhalf yearly not
edont twenty-five

monthly paymcnts bas
fime or Hmes without n

in advance,

amortization plan;

d. Blended
notice Of bonus;

e. Openataly
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f. Immediately due and payable in the event the Unit is sold or in the event the
Purchaser is in default of the terms and conditions of the Right to Occupy
Agreement.

3.  This Agreement shall be construed in accordance with the laws of the Province of
Ontario and treated in afl respects as an Ontatio contract.

4, This Agreement will enure to the benefit of and be binding upon the parties hereto and
their respective heirs, administrators, successors and permitted assigns.

3. | Notice may be given to the parties at the following addresses:
Vendor '
Rose of Sharon (Ontario) Retirement Community Inc.
165 Vaughan Road, Toronto, ON M6C 219
Purchaser

Address : ACC Assured Care Consulting Ine.

113 Yorkville Ave., Suite 300, Toronto, Ontario MSR1CI

IN WITNESS WHEREOF the parties have hereunto set their hands and seals this ]“ day of
April, 2010.

SIGNED, SEALED AND DELIVERED ) ROSE OF SHARON (ONTARIO)
RETIREMENT COMMUNITY INC,
)

) Per by
[ &

Per:

/We have authority to bind the corporatl n.

Purchaser Name:

Witness Purchaser Name:

SR 509149.569 002\a-ameudmant (o rght ta occupy.doc (1)

—
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PROMISSORY NOTE

Amount; $137,958.00 Date: April 1. 2010

FOR VALUE RECEIVED  $137,958.00 (“the Maker") acknowledges him/herfthemselves indebted
and hereby promises to pay to ROSE OF SHARON {ONTARIO) RETIREMENT COMMUNITY INC.
“the Lender") at its address noted below or at such other place as the Lender may designate in writing to the
Maker from time to time, the principal sum of One Hundred Thirty Seven Thousand and Nine Hundred
Fifty Eight Dollars ($137,958.00) (the "principal sum") in lawful money of Canada together with interest
thereon as hereinafter provided, in respect of unit 203 (LM3). )

1.

ADDRESSES OF PARTIES:

The Maker doclares its address to be: ACC Assured Care Copsulting Inc,

113 Yorkville Ave., Suite 300, Toronto, Qntario MSR1C1

The Lender declares its address to be: 165 Vaughan Road, Toronto, ON M6C 219
INTEREST: ‘

The Principal Sum hereunder shell bear interest at the rate of 6.75 per cent (6.75%) per annum,
calculated semi-annually, not in advance, as well after es before maturity both before and after
default on such portion of the Principal Sum as remains from time to time unpaid.

PAYMENTS

(a) Blended Payments of Principal znd Interest: Principal and interest from the date
hereof shall be payable by the Maker in blended equal consecutive monthly instalments of
Nine Hundred Thirty Nine Dollars and Bighty Seven Cents ($939.87) cach on the 1% day of
each and every month, commencing on the I* day of April, 2010, until the 1® day of April,
2012, in each year, and the balance, if any, of the Principal Sum shall be due on the 1¥ day
of April, 2012.

Provided that the aforesaid instalments are to be applied first in payment of the interest due
from time to time, caloulated at the aforementioncd rate of interest and the balance to be
applied in reduction of the Principal Sum, subject however to the provisos hereinafter
contained.

{b) Due on Demand: Notwithstanding anything else contained herein the Principal Sum and
interest owing hereunder shall be due on demand. In the event the Maker is in breach

of their obligations contained in the Right to Occupy Agrecment between the parties dated
the 1* day of April, 2010. :

{c) Open:  Provided that the indebtedness of the Maker hereunder shall be open to
- prepayment in whole or in part on any regular payment date without notice, bonus or

A/




34169605324 L

3:04PM; SeniorsCaresacct

3—-23-10;
penalty. _
(@)  Prepayment Penalty: The Maker shall be entitled to prepay any part of the Principal
Su]n POH-PaALLL = ap-gmount equal to-thesenonthelinterss

4,
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(e) Acceleration: Provided that in default of a payment of interest or in default of a payment
of instalments of principal or in default of the performance of any of the obligations of the
Mezker hereunder, the balance of the Principal Sum and interest shall immediately become
duc end payable at the option of the Lender. The Maker shall not be relieved from such
default without the Lender's written consent first being obtained.

(3] Death of Maker: Entire balance of principal, interest and any other costs owing under
the terms hereof shall become immediately due and payable at the option of the Lender on
the death of the Maker or any one of them.

COVEN SBY R:

The Maker covenants and agrees with the Lender as follows:

(a) Right to Occupy Agreement: To abide by the terms and conditions of the Right to
Occupy Agreement dated the 1" day of April, 2010; To provide to the Lender a full copy of
its financial statements within 9¢ days of its fiscal year end.

COSTS:

And the Maker hereby covenants with the Lender that he will pay the costs, charges and expenscs
of and incidental to the taking, preparafion, execution and filing of Natice of this Note and any
documents relating thereto and of every renewal thereof, and also all costs which the Lender may
incur by reason of the defanit of the Maker in payment of the moneys advanced hercunder,
including costs between solicitor and client, and ail bailiffs and other fees and expenses and bank
charges.

DEFAULT:

Upon the occurvence of any defauit on the part of the Maker as hereinafter defined, all indebtedness
hereunder shall, at the option of the Lender, forthwith become due and payabie. '

The Maker shall be in default under this Promissory Note upon the occurrence of any of the
following eveats; : ~

(s)  the Maker shall fail to pay any of the indebtedness when due or to observe or porform any -

of the covenants contained herein;

(b) the Maker shall become insolvent or commit an act of bankruptcy or make an assignment
in bankruptcy.

{c) the Maker shall breach the covenaat in paragraph 4 above;
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LIMTTATIONS:

(@

®)

This Promissory Note is made for business purposes and is a “business agreement” gs
defined in the Limitations Act, 2002 (herein “the Act”); and

‘No limitation periods found in the Act, other than the ultimate limitation period found in

Section 15 of thet Act, shall apply to this Promissory Note and fo the obligations imposed
by this Promissory Note,

INTERPRETATION AND GENERAL:

(2)

®

(c)

(d)

(®

[t
®

Proof of Compliance: The Lender may require reasonable proof that the borrower is not
in default under the terms of this Promissory Note and failing the Maker providing such
reasonable proof; the Lender may take whatever steps are necessary to obtain such proof
and the costs of obtaining such proof shalt be added to the principal amount outstanding on
this Note,

Judgments: Provided and it is hereby agreed, that the taking of a judgment or judgments
on any of the covenants herein contained shall not operate as a merger of the said
covenants or affect the Lender's right to intorest at the rate and times herein provided; and
further that said judgment shall provide that interest thereon shall be computed at the same
rate and in the same manner &s herein provided until the said Jjudgment shall have been
fully paid and satisfied.

Advance of Funds: This Promissory Note is issued pursuant to the advance of funds by
the Lender to the Maker in the amount of the face value of this Promissory Note, the
receipt of which is acknowledged by the Maker.

Successors: This Promissory Note and all of jts provisions, terms and conditions shal] be
binding upon and enure to the benefit of the Lender, its successors and assigns and the
Maker and its successors. The term "successors” shall include, without limitation, any
company resulting from the amalgamation of a party hereto with any other company.
Waiver of Presentment: The Maker of this Promissory Note does hereby waive
presentment for payment, notice of nonpayment, protest and notice of protest and does
hereby consent to all extensions and renewals herefo, without notice.

Laws of Ontario: The provisions of this Promissory Note shall be governed by end
interpreted in accordance with the laws of the Province of Ontario.

Number - Gender: Provided and it is hereby agreed that in construing these presents the
words "Maker" and "Lender" and the personal pronoun “it" or "its" relating thereto and
used therewith, shall be read and construed as  “Maker or Makers," "Londer or Lenders,"
and "his," "her," "jts" or "theirs," regpectively, as the number and gender of the party or
parties referrcd to in each case require, and the number of the verb agreeing therewith shall
be construed as agreeing with the said word or pronoun 50 substituted; and that all rights,

advantages, privileges, immunities, Powers and things hereby secured to the Lender or

Lenders shalt be equally secured to and exercisahle by his, her, its or their heirs, executors,
administrators and assigns, or successors and assigns as the case may be; and that all
covenants, liabilities and obligations entered into or imposed hereunder upon the Maker or
Makers shall be equally binding upon his, her or their heirs, executors, administratars and
pemmitted assigns, or successors and Bssigns as the case may be; and that a1l such covenants
and liabilities and obligations shall be joint and several. ’

6/
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{) Joint and Several Lisbility: All the covenants, liability and obligations entersd into or
imposed hereunder upon the Maker or Makers shall be Jjoint and several,

(h) Severability: Provided that if any of the covenants or conditions in this Promissory Note
contained shall be void for any reason if shall be severed from the remainder of the
provisions hereof and such remainder shall remain in full force and effect notwithstanding

such severance;

DATED at Toronto, Ontario, this 1% day of April, 2010

The Maker -

C by

The Lendér- =

JCHN YOON, CEO
ROSE OF SHARON

¢mmnmn-uum
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iy - Prehase Price:




[ List of Exception |

£3.000.0
356,580.00.
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Bricks, Hartley (CA - Toronto)

From: John Yoen <johnyoon@sympatico.ca>

Sent: Wednesday, February 25, 2009 9:07 AM

To: Woo Kim; Lawrence Kim; JongHo Lee; Jeongmin Ryuy; Jane Kim; Jae Hoon Cho; Helen
Huh; Adam Yoo; Richard Yoon

Ce: John Yoon; Bill Mardimae; Robert Gore

Subject: $500,000 loan

Attachments: - Agreement Between ROS & Vace.doc

As you know, we did not have enough sales to be qualified for Peoples Trust Construction loan. After 9 months of
reviewing our application {we submitted our budget), CMHC came back to us with a couple of conditions:

1. The Korean Community has to raise $288,000 (this figure was later changed to $302,000).

We launched a- newspaper campaign fo borrow this amount instead of fundfaising. as we could not fundraise this amount
in a short time. We were allowed o borrow and pay back after we raised this amount. It took us a few months to borrow
$426,000, pay for construction and loan for down-payments for purchasers who could not pay on time.

2. Peoples Trust wanted to see a minimum 80 sales out of 90 units. At that time we barely made 40 sales to Koreans
and 40 sales to non-Koreans. GMHC approved only 18 non-Koreans and we had to lock for 22 Koreans. | managed to get
22 additional Koreans to sign on, as well as make some real sales, bringing this number down to 20 and non-Koreans
down to 17 from 18.

3. We had to collect $4,170,000 as down-payments to be qualified for CMHC approval for getting construction loan.

The most difficult part was how to collect $4,170,000 as down-payments from the purchasers. CMHC made the conditions
40% downpayments for the non-Korean purchasers and 30% for the Korean purchasers. Please put yourself in my
position as if you were trying to satisfy all these requirements.

Here is some simple math: if 40 Korean purchasers put down 30% of the purchase price, the maximum amount we could
collect was only $2.2 M. But they were not paying 30%. They were paying according to the payment schedule of 1%, 8%,
10% and 10%. The only way to achieve these requirements in such a short peried of time was to pay the professicnal
fees and let them buy the units.

Some people seem to have a knee-jerk reaction to what we did. If you think it was not right, buy them out. We paid as
much as we could, whenever the money was available, and got it back right away as downpayments of the units.

It was still far cry from the required amount, just short of $1M. | had 1o sell at least 12 units to make this project work,

which was near impossible. | begged and pleaded everywhere to borrow money. Be reminded that | am not a salesperson
In addition, | was a volunieer.

We asked Victor if he could lend us money. This was not the ideal scenario, but it was a last pitch we iried as we waited
for some down-payment money to come in. We lecaned him some amount, and he put it back as down-payment of the
units. This occurred three times, totalling $500,000. For this amount, we were supposed to collect 1% compound menthly
since March 2006. (Refer to attached agreement. | believe the date Is incorrect, printed as ane year later than signed.) |
do not remember seeing this, but { just found this file, Gur accountant reminded me of this file, and later Victor, after he
did the audit at the end of 2007, and again after the end of last year. We were trying to come up with the best time for us
to collect, which included taking some units back. At this point, taking back the units is not a good idea, because as we
wait until the units are closed, the interest amount will increase to our advantage, Next month, it will be about $720,000. |
found that Vic owes us another $50,000. All together, Vic owes about $770,000.

Also, if we let Vic increase his units as his brother proposed, we could collect another $1.2M. (There may be a better
solution than this.) | need detailed information for our auditor regarding Vace, as he is now auditing. As requested by
Robert Gore, | asked Vic to provide some informaticn ahout Vace, which | am still waiting for an answer. Our auditor also
wants to see the agreement between RoS and iwok. Please send him and me the copy of the agreement,



We have been audited by the Revenue Canada three times regarding G.S.T. in the past, and have been audited by
Robert Gore and Assoc.every year. If we can collect $600,000 for P.S.T., then the project will be viable. The cost of the

land was only $450,000, 19 years ago and now it is assessed at the value of $3.4M. This does not help in terms of the
cash flow but it is good to know.

Please understand how we struggled. The key to the project's success now is in selling the units. Right now, we need io
borrow another $500,000 to get this project finished. At the previous meeting, the board is offering 2% as a finders fee {o

anybody bringing some funds. The finders fee is allowed. We are offering 12% lo match iwok’s. We can secure some
units for this amount.

| almost secured $300,000 until some negative rumours started fo circulate. We need everyone to be supportive, united

and positive with each other. Let's make history for our Community, shall we? 1 hope we will keep this information to
ourselves.

Regards,
John Yoon

CEO
(416)998-2777(c)
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10.

AGREEMENT BETWEEN “THE VACE INVESTMENTS INC. AND “THE PURCHASER”

{To be read in conjunction with the Right to Occupy Agreement dated the 8" day of April,
2005,

Agreement between Vace Investments inc. (VACE) and Mike Ridiey the purchaser of Apartment _
in the Rose of Sharon (Ontario) Retirement Community (ROSE), in Toronto, Ontario, Canada.

VACE agrees to lend #LMS an amount equal to 40% of the purchase price of the unit. (Purchase
price is ($308,870). These payments will be in place prior to the first draw of the construction
meortgage. These payments will be secured by an assignment of the Right to Occupy Agreement
and by a second mortgage.

Pecple's Trust has agreed to provide First Mortgage Financing to purchasers. The Purchaser
agrees to apply for a First Mortgage in the amount of ($185,322) at such time as a Rose of
Sharon representative completes the necessary documents on behalf of the purchaser Mike
Ridley.

Terms of Vace's Second Mortgage Loan

l.oan Amount - ($123,548)

Interest Rate — 8% per annum calculated and compounded monthly

Payment — Prior to receiving rental income the interest will be accumulated.

Payment — Available cash flow will be used to pay the principal and interest of the First Mortgage
supplied by People’s Trust or equivalent. When the unit is renied, if the cash flow is inadequate fo
cover the First Mortgage principal and interest payments, Vace will pay the balance and that
amount will be added to the principal due when VACE exercises it's option to purchase the unit

VACE will manage the property so that the purchaser has a carefree investment.. Vace is
authorized to represent the purchaser in all management affairs, including: Signlng documents and--
voting at Member or Condo Owner's meetings.

The purchaser will receive 2% of the principal amount of the first mortgage after the flrst year
This annual payment will be paid at the end of each year. :

VACE has the option at any time to acquire the unit by taking over the first mortgage and
canceling Vace's second mortgage. .
The purchaser will not encumber or pledge his / her ownership of the apartment with any debts
other than the People’s Trust Mortgage and Vace's second morigage.

The purchaser can, at any time, at his / her option, subject toc 90 days notice to Vace, turn the
property over to VACE, as long as the purchaser’s first mortgage is in an amount equal to 60% of
the original purchase price & the interest rate is at the original or at the current rate at the time of
sale and Vace has the right to assume the First Mortgage.

I'We authorize VACE to deposit the funds as set out in the Right to Occupy Agreement directly
into the ROSE account, and fo notify me/us of the payments. (Note that a 1% deposit as set out
in the Right o Occupy Agreement has been made on your unit by Vace)

If the First mortgagee requires a cosigner {or will make a 50% but not a 60% mortgage loan)
VACE will provide at its option, either a cosigner on the morigage or will lend a furiher 10% of the
purchase price so a first mortgage can be obtained by the Purchaser. In this case the 2%
referred to in item #5 will be reduced to 1%.

The purchaser hereby appeints Vace Investments inc. as the purchaser's lawful attorney for the
purpose of sighing all documents required by Vace or Rose to implement this agreement inctuding
any required documentation to facilitate the registration of the property as a condominium
corporation in which the unit is situate.



11. This acknowledgement / agreement shall enure to the benefit of and be binding upon the
undersigned respective heirs, executors, personal representatives, successors and assigns.

IN WITNESS WHEREOF the undersigned has hereunto set his/her/their hands and seals this
8" day of April, 2005.

SIGNED, SEALED, AND DELIVERED
tn the presence

AR PIAA

Vace Investments Inc.

Purchaser

Purchaser



TABR



Letter of Release

Chang Yong AN

Please accept this letter as my confirmation that claim no ongoing financial or
legal interest in unit # 202 (LM1) at the Rose of Sharon Retirement Community
project.

This is in respect to the agreement to purchase the above unit(s) dated:

May 01, 2010

I release Rose of Sharon from any obligations to me in respect of the above

mentioned unit(s).

I understand also that Rose of Sharon will release me of any obligations I may

have in respect of the unjt(s),

SIGNED

o 7

Name: OJ\_@P) T f///sv’)ﬁz 4’7
: 7Y

Date: May 01, 2010

COUNTERSIGNED

X %

Name: JoHA/ % o) (on behalf of Rose of Sharon)

Date: May 01, 2010
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Bricks, Hartley (CA - Toronto) -

Fiom: Bob Gore <bob.gore@gaoreca.coms>
Sent: Thursday, Marchy 01, 2007 1,19 PM
Ta: Rose of Sharon Mail

Suhject: Re: Purchasers {confidential)

Thanks for the update..,
Bob

Rose of Sharon Mail wrote:
> Hi Bob,

CMHC - required minimum 86 sales out of 9@ units for their financial

- endorsement and I had to get about 24(¥) signatures from many of my friends
- for unit purchases in oirdeér to nake the number as you know. Nobody knows
that Vic's fee has been used for the down payments of those units

and moving in. I appreciated their request for Koreans but in the other
hands, we could not make the required number of sales. 1 do not

believe that there was anything wrong as these Koreans paid down

payments even though they borrowed money from him and signed loan agreements.
As Bill has cloese relationship with CMHC, I did not want to make CMHC

afid Peples Trust unhappy about it.

Just to Tet you know that Bill is not aware of it for new.

Thanks,
John Yoon

(416)979-7027
(416)998-2777(c)

v-vvv.vvvvvvvvyvv-vvvvvvvvvvuv

Robert ‘Gere & Associates
Charterad AccCountants

Tel. (416) 699-8670
Fax (416) 694-3373

Wi .goreca. coni
heb@igareca. com

except you, Richard, Olivia and W¥ic. CMHC wanted to see Koirean end-users buying
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Agreement between Vace Investments and Rose of Sharon |

1. Rose will provide servicas as per aitached list_ with additions or changes |
in services and cosfs as per mutual agreement
2. Any unit owner can igin the “rental pool” and Vace will ensure that all |
owners of units that join the rental poo! will have a “carefree investment” ie
Vace will ensure that all costs including mortgage payments (assuming a
70% morlgage at & bank morfgage rate) are paid.
Vace will , .
= Receive all net services revenues with no overhead for Rose — the
apariments have paid for most of the capital cost.
» Prior to Vace's taking any profit all renial pool particlpants receive a
.raturn on their equity at 6% per annum - calculated monthly.
« Further profit will be divided Wherdaee-makes-a-profitafter222
this-is-divided-equally between Vace and the unit owner participants
= The main floor amenity areas are primarily for the apariment
residents, so they should pay for the cleaning, set-up and
maintenance. In liau of this the apariment commeon charges include
$0.10 per square foot per maonth that goes to the LTG facility.

Sales

Any sales-of units that have a "Vace” down payment need to be properly
documented. i.e. Vace receives agreement for approval, receives
downpayment (if agreement is acceptable) and the funds (if a Kotean
purchaser} are immediately given fo Turfpro * If Rose wishes to retain

these funds as a loan then said funds may be loaned to another unit
provided Vace Agrees. Rose assumes the interest cost.
Rental income of rental pool units is part of the poal. é-)v

dta Va

r Turfpro Ioaned‘ Rose SED0.000 for downpayments. Rose loane ce

_ fﬁw m /}5‘5 7:‘1«@9 Wy ' %m?'%-ﬂ?.qgw@gigz

/’r‘ff %@M Pl wﬁ&%«"}é’i‘méﬁ /;":L,.. )Z* zm




{ ;. 2% ; ose D_f S]mwm 920 YOWOE STREET, 6th FLOOR SUITE 808, TORONTO, ONTARIO M4W3IG7

p—

-~ PHONE: 418-979.7027 WEB: www.rosgofsharon-homo.oom

Mar,26.2007

Agreement Between

Rose of Sharon (ONTARIO) Retirement Community(ROS)
and :
VACE INVESTMENTS INC(VACE)

1. ROS has loaned VACE $500,000.

2. The monies are used by Vace to loan to purchasers for deposits on
units in the ROS facility under construction at Maplewood and
Vaughan Road in Toronto. _

3. Vace will pay ROS 1% per month interest on the money borrowed,
the interest compounding monthly and accumulating until the units
are sold.

4, When the units are sold the monies owing ROS by Vace is paid to
ROS, ROS will immediately repay Turfpro the same amount.

5. Addresses:

ROS c/o-Richard Yoon, President
920 Yonge St. Unit 500
Toronto ON M4W 3C7
VACE- 5163 Guelph Road
Guelph; ON
NIH 614

6. Signed '

Rose of Sharon VACE
RICHARD YOON VERN HEINRICHS
President

Date Date
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Deloitte.

Deloitte & Touche Inc.
Brookfield Place

181 Bay Strest

Suite 1400

Toronto ON MaJ 2V
Canada

Tel: 416-775-4724
Fax: 416-601-6690
www. deloifte.ca

October 19, 2011
Via registered mail

Anne Marie Heinrichs

R
L

Dear Sir/Madam;

Subject: Rose of Sharon (Ontario) Retirement Community (“Rose of Sharon™) — In Receivership

On September 27, 2011, pursuant to an Order of the Ontario Superior Court of Justice (“Appointment
Order”), Deloitte & Touche Inc. was appointed as receiver and manager (the “Receiver™) of Rose of
Sharon’s assets, undertakings and properties (“Assets”). A copy of the Appointment Order can be
accessed at: hitp://www.deloitte.com/ca/insolvency

Rose of Sharon’s records indicate that you are the Purchaser under a Right to Occupy Agreement of
unit #201. The Receiver is in the process of reviewing the status of the “life-lease” portion of the
building including the agreements that Rose of Sharon and purchasers have entered into with regard to
the units. This information is needed for the Receiver to carry out its mandate under the Appointment
Order. In this regard, we request that you provide the Receiver (at the address referred to below) with
a copy of all agreements and documents you have regarding the unit including;

1. the Right To Occupy or other purchase agreement and any other document relating to your
purchase;

2. other agreements you may have made with Rose of Sharon and related documents; and

3. agreements you may have made with others regarding the unit including any transfer,
participation or other ownership interest, any postponeinent, and any lease or other agreement
regarding occupancy of the unit and related documents.

In addition, the Receiver is in the process of engaging a property manager to manage the day-to-day
operations of Rose of Sharon. We will provide you with the name of, and contact information for, the
property manager once one has been engaged by the Receiver.

You are hereby advised that pending further written notification, all outstanding, current and future
payments in respect of your unit for monthly maintenance-fees and promissory note payments are to
be paid, without set off, to:



October 19, 2011
Page 2

Deloitte & Touche Inc., Receiver and Manager of
Rose of Sharon (Ontario) Retirement Community
181 Bay Street, Suite 1400

Toronto, ON M5J 2V1

Atiention: Mr. Jim Cook

Please note that, until you are advised otherwise in writing by the Receiver, the receipt of requested
documents and acceptance of payments by the Receiver should not be construed as binding the
Receiver to any agreement.

If you have any questions or require further information, please contact the writer or Mr. Cook of our
office at 416-775-7284.

Yours very truly,

Deloitte & Touche Inc., y .
solely in its capacity as Court

Appointed Receiver and Manager of
Rose of Sharon (Ontarie) Retirement
Community and not in its personal

capacity

Daniel R. Weisz, CA-CIRP, CIRP
Senior Vice-President

.ﬂf
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Re: Unit 1011(809) (Unit 1009(810) provided for reference only)

Unit: 1011(309) Unit: 1009(810)
with one parking (resold, reference only)

Parking #5
John Yoon & Moon Yoon |
20 Dukinfied Crescent
Taronto ON M3A 251
Agreement Price: $155,000 ($99,000+56,000) $ 99,000 $ 56,000
~ Price reduction (rebate) for two units 1009 & 1011 - 15,500
per agreement (originally one unit)
Paid:  Sep. 30/00 -500.00 #504
Nov. 1/00 -1,550.00 #469
Apr. 30/03 -14,000.00 #038 .
June 4/04 -14,550.,00 #230
July 14/06 -15,500.00 #664
Total paid as downpayment as of July 10/06 -27.900 - 18,600
Paid: Qct. 24/08 - 5,000 #2833
Nov. 20/09 - 30,000 #00}
Nov. 23/09 - 20,000 #002

On June 14, 2011, Unit 1009 is resold at the price of $155,000. The profit on resale of Unit 1009 to John &
Moon Yoon is $99,000. $18,600 down payment related to Unit 1009 is returned to John Yoon

Balance for Unit 1011 (309) 600
Reconciled as amortized - 600 (principal paid in monthly fees)
Balance 0
Extra invoices: 1,740.38 1,874.79
Paid:  Ocl.14/09 #874 -1,740.38

QOct. 14109 #3875 , - 1,874.79
Appliances: 2,334.04 1,285.54
Installation Fee: 100.00 100.00
Paid: -2,934.04 - 1,385.94

Units 1009 and 1011 were ope unit at the time of purchase (refer to architect’s sketchi) and the architect
divided the wnifs by splitting it into two units to lessen the burden of the purchasers. Unit 1009 is resoid.
Unit 1011 is rented to Young Seob Park,

Page [ of 3




Re: Unit 1011(809)

Unit: 1011(309)
with one parking
Parking #5  Note

. Overpaid: July 24,2009 -$25,000.00 Credit Union loan
April 1, 2010 - 10,189.92 Credit for reduced unit area of )
T1sqft x $143.52/sqft (1009 sq.f.
from 1080 sq.ft.)

June 12, 2011 - 1200.00 Referto Rose of Sharon rental
account #2008232. Rose of Sharon
started a program, sharing rental
income among renters o reduce
the burden of empty units. This
amount was from John’s unit.

5,650.00 RoSA451-

Sept. 1, 2011

Sept. 1, 2011 - 701.40 RoSH450
Total Qverpaid for Unit 1011(309): -$42.741.32

After reviewing the transaction history, I have a better understanding regarding the sale.

Afler the sale of Unit 1009, John has been reimbursed for the $18,600 down payment amount. After then,
John could have been paid $99,000 as profit (new sale price $155,000 - original price $56,000) if the new
owner of Unit 1009 had paid more as down payment (new owner paid $65,000). John has paid Rose of
Sharon the full 3% sales price fee.

Amount of early payment to John Yoon: 47.950.00 = 18,600 + 99,000 - 4,650 - 65,000
Refer to Nate | below.

John Yoon Overpaid for Unit 1011(809): -42,141,32

Amount of early payment to Joha Yoon: §5.208.68

The new owner is paying interest for the balance ainount of $90,000 ($155,000-565,000). Assuming the
new owner will close {date unknown to me), the new owners could be left as they are. 1f it does not close, it

is the new owner’s problem, however it is not causing any loss to Rose of Sharon, as new awner is making
their interest payments,

[ will ask the new owner to pay more down payment, at least to cover the $5,208.68 paid too early, or make
arrangements with the new owner as they are paying monthly interest for the balance owed. Of the $90,000
balance amount for Unit 1009, John Yoon receives $42,741.32 (amount of overpayment) and Rose of Sharon
retains the remainder of $47,258.63.

After Teviewing this sale, I understand now why Bob Gore mentioned that it is complicated. T consulted Bob
Gore before the safe, but we did not realize that the new owner is not paying the price in full.

1 consulted with lawyer Ron Crane for his advice after Bob Gore pointed this out. His advice was that the
way the new agreement was made was fine and nothing was wrong. When I raised the issue of early
payment reccived, and he advised that an arrangement between new purchaser and scller for intersst

Page 2 of 3



payment could be made. This would require a revision of the purchase agreement among three parties (Rose
of Sharen, John Yoon, and the new owner) in which John Yoon collects interest from her on the $42,741.32

owed to him and on the $47,258.68 owed to Rose of Sharon, and transfer the interest payment to Rose of
Sharon.

To avoid this additional complexity, in my opinion, my original suggestion is to leave the new owner as they
arc and allow Rose of Sharon to collect inferest directly from them.

¢

Note 1:

From the sale of Unit 1009, John received two cheques fotatling $97,450 ($49,500 ROS cheque #414 issued
Aug. 16711, $47,950 ROS cheque #427 issued Aug. 25/11). This amount is $1,550 less than the $99,000 for
John Yaon, since John pays a 3% sales price fee of $4,650 (as income to Rose of Sharon), but gets paid 2%
or $3,100 as a fee for sale (§4,650 - 3,100 = 1,550},

The bookkeeping was not brought up to date since Aprit 2011 as David had a busy workload. The confusion
could have been avoided if it was updated then.  could have been recorded as three transactions: (1)
$99,000 payment, (2) paying $4,650 to Rose of Sharon or 3% fee of $155,000 for the sale as income to Rose
of Sharon as per purchase agreement, and (3) paying $3, 100 {0 John Yaon as a 2% fee for the sale.

Page 3 of' 3
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RIGHT TO OCCUPY AGREEMENT

(Purchaser Type Mb)
THIS AGREEMENT made in duplicate this day of November, 2008,
BETWEEN: Do \
. SN

THE ROSE OF SHARON (ONTARIC) RETIREMENT COMMUNITY INC.
Proposed Project 165 /171 Vaughan Road, Torento (the Property)

(hereinafter referred to as the "Community")

—and —

Umindc GrovgLief

of the City of _V/&b@’jﬂ’?’l/

In the Province of Ontario.

{hereinafter referred to as the “Purchaser”)

WHEREAS the Community is in the process of developing and subsequently consirucling a
nursing home and housing accommodations consisting of units described as the Residences at
the Rose of Sharon;

AND WHEREAS the Purchaser is desirous of purchasing lhe “right to accupy” one of the unils to
be constructed;

AND WHEREAS the buildings will be operated on a non-profit basis.

NOW WITNESSETH in consideration of the mutual covenants contained herein, the parties
hereto agree as fallows:

THE UNIT

1. The Community agrees fo use its bes| efforts to construct in accordance with the plans and
specifications as prepared by Victor J. Heinrichs inc. Architect, the unit baing identified as # UM2
(the "Unit") along with the options and modifications as specified and described in the Schedule of
Options and Maditications atlached hereto.

The Purchaser agrees to purchase from the Communily the right to use, occupy and enjoy the
Unit for the purchase price of Two Hundred Sixty Nine Thousand Nine Hundred Dollars

{$269,900.00 }. including None { 0 } parking space(s) (all being hereinafter called the "Righl to
Occupy Cost") in accordance with paragraph 6 hereof.

3. The plans, specifications and Schedule of Optlions and Modificalions shall be mainiained at
the office of the Communily and be available for inspection during regular office hours.

4. The Unit shall be completed and ready for occupancy by the Purchaser on or before the 28¢h

day of Februal_'z : 2009 (the "Date of Possession”). Provided howsver, that if the Unit is not
feady for occupancy on the Date of Possession as a result of any cause beyond the control of the

-1 -



Communily, then the Community shall be entitled to extend the Date of Posseassion for one or
more periods nol exceeding ninety (90) days as may be necessary.

5. The Community shall be entitled to terminate this contract on thirly (30} days’ written notice, if
the Communily in its absolute discretion determines that this contract cannol be fuifilled. Upon
such notice being given, he Purchaser shall be enlitled to recelve a refund of all moneys paid
without interest.

6. The Purchaser agrees lo pay the Right to Occupy Cost to the Community as follows:
(Refer 1o the attached Addendum, Promissory Note and Memorandum of
Understanding. The following payment schedule is only for reference. Gompl
cross out as appropriate)

of lhis agreement;

)

/ _
7.
cupy C(eyg_ days after the signing of this
A
pd )

(a) One percent {1%) of the Right 1o Qccupy Cost upon exggul

(b} Nine percent (9%) of the Right to
Right to Occupy Agreemant;

Cc
)
Mpy Cost within 30 days after the signing of

(c} Ten percant (10%) of the
this Right o Occupy Agre

($
{d) Ten percent ight to Occupy Cost within 60 days after the signing of
this Right cupytAgreement;

£

(e)

final payment is due upon Occupancy permit

{3 }

he Purchaser shall pay the above-noted sums upon ten (10} days’ nolice of the
appropriate events.

COMMON AREAS
1. The Purchaser shall have the non-exclusive right to the use of the areas designated by the
Community as common areas, facililies and amenities, for the purposes for which they are
inlended by the Community. Common areas includé general space such as halls, elevalors and
parking areas other than designated parking space(s) under a Right to Occupy Agreement.
Common areas and elements also include specific spaces for cultural, social, worship &
recreaflonal activiies. These areas are for the use and enjoyinent of the communily as a whole,
and only secondarily for private functions when available and under spscified condifions. These
areas are the rooflop party room, rooftop patio, café, chape! / meeting room, spa and library.

2. The Purchaser acknowledges that the facilities and amenities are lo be developed for the
enhancement of the total community and they will open for use by the total community. The
Community shali be entitled to make changes, improvements or alterations in regard tharelo as
the Community in ifs absolute discretion may deem desirable.

3. Ifas aresult of the exercise by the Community of its discretion the facilities and amenities are
chapged. diminished or abolished, the Community shall not be subject to any liability or damages,
nor is the Purchaser entitled to any compensation or abatement.



MONTHLY MAINTENANCE FEES
1, The Purchaser shall pay to the Community, in advance, a monthly maintenance fes
commencing on the date of possession and [hereafler on the 1st day of each and every calendar
month.

2. The monthly maintenance fee is calculated based on the area of the unit.  This includss the
gross floor area of the unit, the area of tho exterior wall assemblies, the area of any wall that
separales the unit from any commen spaces {corridor, staircase, duct, or plumbing space) and
half the area of any wall lhat separates two units.

3. The monthly malntenance unit fee is to Include, but not limited, to the following:

{a) Costs of operation, maintaining, repairing and managing the residential building, the Unil
(the purchaser pays for unit damage & insurance), the comman areas, the amenities and
faciliies, as well as the visitor parking areas, including snow and garhage removal, sewer
and waler, gas, insurance, building malntenance, landscaping, ground maintenancs,
elevator maintenance coniract, equipment costs, equipment replacement reserves, major
repairs and major capital repair reserves and management foes.

{b) Costs of providing services for the residents, including aménity space charges, activity
and program co-ordination costs.

4. The monthly maintenance unit fee excludes all areas within and including the drywali of the:
party, exterior and corridor walls, bui includes the piumbing, mechanical, and electrical (excluding
lhe fixtures). Fenestration is a comman element as are Suile eniry doors including hardware.

5. Municipal taxes, eleclricity and any optional services such as communications and
entertainmenl will be billad separately by the Community and paid for by the unit holder in addition
to Ihe foregoing.

6. The monthly maintenance fee for the parking spaces are assessed separately. . The monthly
maintenance fee shall be based on a proportionale share in relation to the area of the Unit space
to the total of the Unit spaces in the building.

TERMS OF THE AGREEMENT

1. The term of this Agreement is the lifetime of the Purchaser or if there are two Purchasers,

upon the death of the survivor.  This Agreement terminates earlier upon the occurrence of one of
ihe following: :

{a) The Purchaser gives o the Community ninely (90) days' written notice of his/her
intention to sellfiransfer hisfher interest;

(b) Failure of the Purchaser o comply with the terms hereof or the rules and regulations
as declared by the Community from time to time;

2. Upon the Purchaser, who has given nolice in accordance with paragraph 1 (a) above, giving
vacant possession of the Unit to the Community, the Community shall proceed to sell the Right lo
Occupy the Unit in accordance with the followlng provislons.

3. Upon the death of the Purchaser or the survivor of the Purchasers or the occurrence of
paragraph 1(b) above for which the Communily shall provide the Purchaser or his/her
representalive with written notice, the Purchaser {which in the case of death shall mean the estate
of the Purchaser) or hisfher representative shali upon the happening of such event or receipt of
such notice provide the Community within ninely (90) days possession of the Unit and the

Community shall be entilled lo proceed to sail the Right to Qccupy Unil in accordance with
paragraph the following provisions.



4. fif vacant possession is nol given wilhin ninety {80} days of such nolice, the Community shall
be entilled to enter the Unit and recover possession.

5. Upon termination of this Agreement in accordance with paragraph 1 above, the Cemmunily
shall be entitled to sell the Right to Occupy Unil to another party of its selection.

6. The Communily shall use its best efforls to abtain the fair market vaiue of such Right.
Further, the Association shall use its best efforls 1o sell the Right as quickly as is reagonable.
Upon the closing of the sale, the Purchaser shall be entilled to receive the sale proceeds less a
{hree percent {3%) fee which shall be retained by the Community, less any amount outstanding to
ihe Cemmunily. The Purchaser shall not he entitled fo the receipt of anything further, and shall
no longer have any interest in the Unit, commen areas, facilifles or amenities.

7. Community shall be entitled to purchase the Right itself at falr markel value as deterrined by
the parties, or failing sutch agreement by the average price of two appraisals: one obtained by the
Communily and one oblained by the Purchaser. The Communlly retains the right, acting
reasonably, to select which purchasers are acceptable, which are not.

8. This agreement shall not create any direct ownership in the real properly or building of the
Communily and the Purchaser agrees not to register notice of this Agreement against fitte to the
lands upon which lhe building sils, untit Occupancy and then only in accordance with the form of
notice approved by the Communily acting reasonably and in accordance with applicable
registration regulations. The properly may be subject to a number of agreements with the
Municipality, ulility providers and others which requires for the regulation and functioning of
property. Any encumbrances in favour of lenders will be discharged or a non-disturbance
agreement obtained for the Unit on Qccupation or as soon as reasonably possible (hereafter.

9. The Purchaser shall only be able to sell his/her righls hereunder in accordance with
paragraphs 1 and 10 hereof. The Purchaser shall not otherwise seli, grant, transfer or assign
this Agreement or any rights hereunder to any person other than the Communily.

10. However, If the community does not sell the unit within 90 days after there is vacant
possession, then the purchaser may endeavor 1o sell the unit as he f she sees fit, and not pay the
communily the 3% fee.

11.  The Purchaser shall use the Unit for residential purposes only.

12.  This Agreement shall not be changed or modified except by written instruction, signed by
both the Purchaser and the Gommunity. :

13. This Agreement and every term herein contained, shall be binding upon the Purchaser and
histher respective heirs, executors and administrators.

14.  Where there are two or more Purchasers bound by the same terms herein contained, their
obligations shall be joinl and severai.

5. If any clause or section of this Agreement shall be determined to be illegal or unenforceable,
then such clause or section shall be considered separale or severable from this Agreement and
the remaining provisions hereof shail be binding upon the Purchaser and the Communily.

INSURANCE

1. The Gommunity is required to obtain and maintain all risk insurance coverage for the common
elements and the units but not for improvements or betterments made by an owner (o his unil or
for furnishing, fixtures, equipment, decorating and personal properly and chattels of the unit
owner. The Corporation assumes no obligation with respect (o insurance which may be obtained
and maintained by an owner. Each owner is advised to inquire as lo additional insurance
coverage that may be required by him from his issuance advisors.



2. Proof of the insurance sialed above, musl be supplied by the purchaser to the Community.

3. The Communily shall not be liable for injury or death arising from or out of, any eccurrance in,
upon, at or relating to the Community’s iands or the Unil, or damage-to the property of the
Purchaser or others; nor shall the Community be responsible for any injury or loss or damage to
the Purchaser, or any property of the Purchaser from any cause whatsoever, whether or not any
such acls, damage, injury, loss or death results from the negligence of the Community, its agents,
servanis, employaes or any other party for whom the Community is, in taw, responsible.

4. No member shall do or permit to be done anything that wilt in any way increase the risk of fire
or the rate of fire insurance for the Assoclation.

5. All property of the Purchaser kept or stored al the Unit or elsewhere in the building shall be al
the sale risk of the Purchaser and tha Purchaser shafl hold ihe Communily harmless from and
against any clalms arising out of damages and foss to the same, including subrogation claims by
ihe Purchaser's Insurers. '

6. The Purchaser shall keep the Unit cléan and well maintained and shall not modify it in any
way, without the Community's writien consent, interior decoraling and carpeting excluded.

7. The Purchaser shail comply with alf provisions of law, including and without limiting the
generalily of the foregoing, the requirement of all federal, provincial or municipal legislative
enaciments, by-laws and regulations now or hersinafier in force, which relale to the project, the
unit and its use and occupation thereof. .

8. Members shail be careful not o permit waler to be left running unaitlended,

Apartment residents in particular shall be responsible for lhe good condition of hoses on
appliances.

9. Each unit owner agrees to indemnify lhe Corporation againsi any liability,
loss, cost, damage or injury to any unit and to the commen elements as a result of any acl or
omission by such unit owner or by his residents, tenants, or guests.

MAINTENANGE
1. The Purchaser shall grant access to the Unit to the Community, its servants, employses or
agents and prospeclive purchasers at reasonable times, Upan reascnable notice, during daylight
hours, and at all times in case of emergency.

2. The Purchaser shall nol do, or omit to do, or permit to be done, anything In respect of the
Unit, the doing or omissicn of which, as the case may, shall be or result in a nuisance or menace
to the Communily or io any other residents of other dwellings within the retirement community.

3. No member shall alier any exterior part or paint colour of a structure inhabited under a Right
to Occupy Agreement, including balcony or designated parking area in the parking garage,
without wrilten permission of the Board.

4. No interior changes lo any unit shal! be undertaken which could affect the structural integrity
of the unit or any building.

5. The maintenance of and alteration to common space will be under the authorily of The
Board and not carried out by any individual member(s).

6. The Community shall remain the owner of the building and of the Unit and shall have the right

of entry to the Unit at reasonable times, upon reasonable natice, during daylight hours and at alf
times in case of emergency.

7. The Community shall have exclusive conirol and management of the common areas, facilities
and amenities.



8. The Community shall maintain and repair when necessary the Unil, ils electrical, plumbing
systems, Gommunity supplled appllances and Healing, Ventilation and Air Conditioning System.
The costs of such repairs shall be bomne by the Purchaser if the damage has been caused by the
Purchaser or histher guests.

OPERATION :
1. The Purchaser { Occupant may keep pets in the Unil.  No pet that is deemed a nuisance or
unsuitable by the Community shall be kept by the Purchaser.  Pets form part of this community
on the understanding that they will be kept under control when outside their home unit, not create
disturbing noise, and cause no damage to property. Thalr owners will clean up litter immaedialely.

2 Moving of household effects & furniture in or cut of the building shall be before 7AM & after
11PM, by appointment only. Note that the elevator cannot be held for exclusive use for mare
than 10 minules.

3. Garbage will be disposed of only in accordange with posted regulations.
Members will ensure that common areas they have used are left secured. Kays and access -
cards will not he duplicated without authorizalion. -

4. There are staff onsiie al all imes in case of need — members are expected o use discretion
in the use of their lime so that they are available for emargencies.

5. Barbeques may be used on the Roof Garden & the Penihouse terraces and in other areas
upon approval by the Board.

6. Smoking is not permilted in the bullding.
7. Members will be considerate of their neighbours whan playing music or creating noise.

8. The Community shall repori, on an annual basis, to the Purchaser with respect lo the
management of the residences and the provision of common areas, facililies and amenities.

Notice may be given to the Community at:
Rose of Sharon {Ontario} Retirement Community
165 Vaughan Road
Toronto, Ontario
M6C 219

Mofice may be given to the Purchaser at.

7 é/lé ’% C_IM‘Q' % z
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In both instances, notice shall be deemed effective on the date that the nolice is delivered or
mailed.

DISPUTE RESOLUTION

1. -Shoqld a dispule about any of the above rules or regulations involve only a few members, the
parties will endeavor in good faith (o resolve the dispute.

2. Should a breach or infraction or disregard for any rule or regulation occur without the identity
of the offender being known or ascertainable, any member may ask the Board, or its Gommitiee
to post a reminder as the Board sees fit,



3. Should dispytes remain unresolved despite the efforls of the parties, the Board will set up a
dispule resolution mechanism, The Board's decision in ali cases is final.

4. Amendments, delations and additions to these Rules and Regufations shall be proposed by
the Board lo any general meeting, and ralified by a simple majority of those present and voting.

IN WITNESS WHEREOF the parlies hereto have hereunto executed this Agreement this this ___
day of __200

ROSE OF SHARCN {CNTARIO)
RETIREMENT COMMUNITY INC

Per:

We have authorily te bind the
Corporation.

Purchaser [

Purchaser



ROSE OF SHARON - ACKNOWLEDGEMENT AND CONSENT AGREEMENT

In consideralion of the sum of §1.00 and other good and vaiuable ¢onsitderation (the receipt and
sufficiency of which is hereby acknowledged) and in consideration of the covenants contained herein and
In the Right to Qccupy Agreement ailached to this Agreement, the undersigned,

individually and collectively called the “Purchaser™), acknowladges and agrees

as follows:

1. The Purchaser has been advised by Rose (the "Community™) that there are two parls to the
development of the Property:
(i) a long term care componsnt {the "L.ong Term Care Project”); and
(in a residential life lease component consisting of a number of apartien! units and related
amenities (the “Life Lease Project”), {collectivaly referred as the "Projecl”)

2. The Purchaser has signed the Agreement to purchase a life ledse unit from the Communily in the Life
Lease Project, dated the _ _ day of _ , 200_. Pursuant to lhe Agreement, the Purchaser is
obligated to pay deposit installments totaling {($__ ) {the “Deposit’} on account of the purchase
price as described in the Agreement.

3. The Purchaser acknowledges and agrees thal, such Agreement is a good and valid agreement of
purchase and sale enforceable against the Purchaser by the Communily and its sucgessors and assigns.
In addition, on the dale of executing this Agreement, the Purchaser acknowledges thal he / she has
received from the Community and subsequently reviewed with his/her solicitor a draft copy of the
Agreement (the “Right to Occupy Agreement”). The Purchaser acknowledges that the Agreement is
substanttally settled but the Community has the right to amend the Agreement, in iis sole and absolute
discretion, from lime to time, until it is in a form acceptable to the Community, its lender and any reguiatory
authority. Notwithstanding any provision of the Agreement to the conlrary, the Purchaser agrees {0
execute the final version of the Agreement forthwith after receiving execution copies from the Community
provided that there are no amendments 1o the purchase price, the exclusive right to occupy the unit and
entilfement fo net sale proceeds on sale or other substantive provisions of such agreements that would
have material adverse effect on the Purchaser. The Pyrchaser waives any right to claim thal the
Agreement is void for uncertainly or subject to any right of rescission because (he Agreement will not be
finalized and / or executed by the partiss until a future date.

4. _The Deposits paid by the Purchaser may be used by the Community in the construction for the
Projecl.  The Deposits are not insured under the Ontario New Home Warranty program or othaerwise.
There is a builder's warranty of one year, with some elemenis with an exterded warranty.

5. As required by Canada Mortgage and Housing Corporation, the Purchaser acknowledges and agrees
that he / she has been advised that the construction tender has [he legal righ, in its sole and absolute
discretion but without any obligation, to insist that the Life Lease Profect be registered as a condominium
corporation.  Further, the Purchaser acknowledges and agrees that hefshe has been advised that, in this
event, the Purchaser may be required to acquire, but hefshe is not entitied to require, a condominiym unit
rather than a life lease unit on terms and conditions that have been fully explained to ihe Purchaser al the

lime of execuling this Agreement, which lerms and- condltions will be reflected in the final version of the
Agreement;

6. The Purchaser has received independent legal advice prior to his/her signing this Acknowledgment
and Consent Agreement.

7. Asrequired by Canada Mortgage and Housing Corporation, on the date of axeculing this Agreement
-and fron] lime 10 lime, the Purchaser agrees to provide to the Communily all financial and olher
information as the Community may reasonably require in order lo confirm the credit worthiness of the
Purchaser and the Purchasers abliily to complete the transaction of purchase and sale.



8. The Purchaser acknowledges that this Agreement is incorporated into and shall form part of the
Agreement to Purchase.

9. The Purchaser agrees that lhis Acknowledgement and the Agreement are binding on the Pyrchaser
and histher heirs, executors, administrators, persenal legal representatives, successors and assigns.
This Acknowledgement and the Agresment shall be for the benefit of and be binding upon each of he
parties and their successors and assigns.

IN WITNESS WHEREOF lhe parlies hereto have hereunto executed this Agreement this ___day '
of , 200_, :

ROSE OF SHARON (ONTARIO)
RETIREMENT COMMURNITY INC

Per: : ﬂ%’v—,
T

[
Per: ‘ff/
o

We have authority fo bind th
Corporation.

o )

Purchaser |

Purchaser
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Dale: Dec 15. 2012 ‘Rose of Sharon
Time: 09:51:26 ET . Summary Statement of fncome
User: Susan Sifju 11112012 to 313012012
Indude Adjusimen Periods: NO Inciude Closing Periods: NO
CURRENT PERIOD || YEAR TO DATE ]
{ Acwats | PRD. | Budgel§ ; PRD. | vas | PRD. | | Acwals [ PRD, | Budged | PRD. | vars [ PRD. |
Resident Days 1,789 1.800 {11 20,0456 20,100 {54)
Envelope Revenue 162.785 90.99 164,806 91.56 (2,023 @.57) 1,791,085 89.35 1.603.447 89.72 {12.362) {0.37)
MOH - Nuesing 15,628 a.74 15,836 8.80 {208} (0.06} 1714972 8.58 173,263 8.62 (1.291) {0.04)
MOH - Pragramming 14,016 1.83 13,926 7.74 a0 0.0 152,212 7.59 15%,542 7.54 670 0.05
192429 107.56 194,570 108.09 {2,141} {0.53) 2,115,269 105.52 2,128,252 iD5.88 {12,983) (0.26)
Envelope Expenses
Mursing Envelope 162,785 90.9% 157,749 88.18 {6.500}% (90.99) 1,784,945 £29.04 1.801.127 89.61 1] 88.80
Hurs Env Over{Under} {5,036} 0.00 Q 16,182 0.81 .
Program Envalope 15,829 B74 14,588 810 Q 8.10 171,406 8.55 166,800 8.3 1] 8.53
Prog Env Over{Under) Spent {1.041) {4, 606) {8.23)
Raw Food Envelope 14,016 7.83 13,697 7.61 (310} 7861 152.211 7.59 151,314 7.53 154 7.52
Food Env Over{Unded) Spent 1,115 145 0.01
187,468 107.56 186,034 103.35 {1.434) 421} 2120285 105.77 2,119,241 105.42 {1.045) {0.34) i
|
Envelopa Mat Income . 4961 277 8516 474 [3.575) (1.97) (5017} {0.25) 9011 0.45 {14,028) [0.70) 1
Other Revenue ;
MOH - Accoinndation 95.208 5322 95,160 52.67 48 8.35 1.038.417 51.80 1,036,656 51.57 1,761 a23 i
MOH - Really Tax Aowance 4.845 271 8945 497 (4.100) (2.26) 39,471 1.05 98,395 4.00 [50.224):  (2.04} I
MOH - Pay Equity 1510 0.34 1514 0.84 (4} 0.00 16.610 0.83 16,654 6.83 (44) C.00
Mah Siraciural Comp 4,562 255 4562 2.3 V] 0.02 50482 250 50,182 2.50 [} Q.01
Residents’ Basic. Ravanue 23.832 46.56 €0.381 50.21 (6.549) {3.35) 506,30 45.22 875,828 48.60 (70,438) {3.39;}
MOH - Estimate Basic Rev {55,734} {31.15) {£9.231) (49.57) 33.487 18.42 [(596.214) (29.74) {981.941) {48.83) 345,327 19.09
MOH - Basic Revenue Adjust (28.402) (15.88} (1,150) {0.64} (27.252) (15.24) {313.521) {15.64) 4713 0.23 (318,234} {15.87)
Preferred Revenue 16,907 945 18,615 | 10.34 {1,708} {0.89) 180431 900 180,531 943 {10,100} {0.48)
Resid " Basic R 1,490 0.83 1,200 0.67 200 0.7 15,140 0.76 13.200 0.66 1.940 0.10
TOTAL Other Revenur 124218 £9.42 129,836 7222 (5.778) 2.1M 1,336,606 66.68 1405818 69.83 {69,012} {3.25)
Dther Expense
i Wages and Benefits 51,7 28.93 58.868 32.50 6914 3.66 622,294 31.04 645,269 32.10 22,975 1.08
H Supplies 3471 1494 2,052 1.14 {1,419) {0.80) 22.343 1.91 22512 1.14 569 .03
% Repais and Mainlenance 3,332 1.86 2,175 121 (1.197) (0.65) 21,472 1.07 23,925 1.19 2,453 012 i
; Maintenance Conlracts 1,307 0.73 1,955 1.09 648 0.26 15,225 0.76 21.505 107 E.280 Q.31
Leased and Rented Equipment 8.3 4.66 11,800 6.56 3471 1.80 98,431 4.91 129,800 6.46 31,369 1.55 ’
Office and General 2.069 1.16 2428 1.35 57 018 25.549 1.27 26,686 1.33 1.137 0.05
Uiitilies 7932 4.21 9.180 5.10 1,648 0.89 85,763 4.78 102,211 5.09 6,448 o
Really Tax 3,623 2.03 10,523 5.45 6.8900 J.az 39.852 199 115,753 5.76 75,901 aAIT
nsurance 498 0.28 a33 0.52 435 0.24 4,955 025 0,263 0.51 5278 0.26
Professional Fees 1,083 061 1,082 0.60 o {0.00) 14,649 (L) 31.913 0.59 (2,736) {@.14)
Managememt Feas 8.528 477 12,880 7.16 4,352 238 130.688 6.52 139,854 .06 9,265 0.44
91,526 51.16 113,675 63.15 22,149 11.99 1.091.251 54.44 1,250,191 62.20 158.940 7.76
Net Operating Income 37,693 21.05 24,857 1381 12.796 7.24 240.338 11.08 164,438 a.18 75,900 s
s Moh Construct Funding (3.148) (1.78)_ {3.157) (1.76} {9.00) (3.01} (34,628} {1.73] {(34.727) (1.73) {99.00} -
H {3,148} (1.76) (3,157} (1.79) {9} 0.01 {34,628) 1.73) (34,727) (1.7 (99) 10.00)
i Het Cash Flow 40,600 22.81 28,014 15.66 (12,186} {7.15) 274,340 13.69 199,165 9.94 {74,870} (3.75)
4
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Receipts
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IN THE MATTER OF THE RECEIVERSHIP OF

ROSE OF SHARON (ONTARIO) RETIREMENT COMMUNITY

Receiver’s Interim Statement of Receipts and Disbursements
for the period September 27, 2011 to December 31, 2012

. Ministry of Health funding
. Receipts from preferred accommodation re: nursing home residents

. Receiver bormowings

. Receipts from life lease tenants (Life lease payments and

common area maintenance paywnents)

. Cash in bank

. Property tax refund
. Other

. Total receipts

Disbursements

20.

27

. Funding of nursing home
10.
11.
12.
13.
14.
15.
16.
17
18.
19.
20.
21.
22.
23.
24,
25.

Receiver fees (paid to September 30, 2012)
Repairs & maintenance

Legal fees (paid to August 31, 2012 for Gowlings and July 31, 2012 for Blaneys)
Utilities

HST

Property management fces

Buyout of kitchen equipment lease
Property taxes

Cable TV, internet & telephone

Building Condition Assessment

Insurance

Appraisal fees

Consulting fees

Accounting services

Minisiry of Health & Long-Term Care fees
Other (Bank charges, filing fees)

Total dishursements

Excess of receipts over disbursements

5 3,916,495
1,492,520
500,000

461,927
200,428
139,700

24,650

b 6,735,720

$ 4,873,337
644,254
192,011
175,248
127,461
123,613

91,854
60,913
57,894
45,593
41,270
22,755
17,505
5,600
5,140
3,750
1,467

3 6,489,665

3 246,055

This schedule forms part of the Third Report of Deloitte Touche Inc., Receiver and Manager of Rose of Sharon {Ontario) Retirement

Community, and shouid be read in conjunction therewith.
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‘District of Ontario
Division No.: Toronto
Estate No.: 31-45689%4

In the matter of the receivership of Rose of Sharon (Ogtario} Retirement Community (the
“Debtor*’)

INTERIM REPORT OF THE RECEIVER
(pursuant 10 8.246 (2} and Rule 126 of the Bankruptey & Insolvency Act)

8) On the 27" day of September, 2011, the undersigned Deloitte & Touche Inc. was appointed Receiver
and Manager (“Receiver™) in respect of the property, assets and undertaking of the Debtor.

b) Attached hereto is a copy of the Receiver’s Interim Statement of Receipts and Disbursements for the
period September 27, 2011 to March 31, 2012.

¢) The Receiver commenced to cxercise its powers in respect to that appointment on the 27" day of
September, 2011 and has taken possession of the property located at 15 and 17 Maplewood Avenue,
Toronto, Ontario, M6C 4B4.

d) The Receiver is operating the nurs_ing:home and life-lease residence and is in the process of
developing a realization plan for the assets of the Debtor. At this time, it is uncertain as to when the
realization of the assets will be completed.

Dated at Toronto this 21st day of November, 2012

DELOITTE & TOUCHE INC.

in its capacity as Receiver and Manager of

Rose of Sharon (Ontario) Retirement Community and not in its
personal capacity

- % -
(. -

Hartley Bricks, MBA, (A, CA<CIRP
Vice President




’ IN THE MATTER. OF THE, RECEIVERSHIP OF
ROSE OF SHARON (ONTARIO) RETIREMENT COMMUNITY

Receiver’s Interim Statement of Receipts and Disbursements
for the period September 27, 2011 fo March 31, 2012

Receipts ' Cumulative

1. Ministry of Health funding ’ . 3 1,617,928

2. Receipts from preferred accommodation re: oursing home residents 587,148

3. Receiver borrowings 500,000

4. Receipts from life lease tenants (Life lease payments 205,840

and common area maintenance payments) i

5. Cash in bank 200,428

6. Other 893

7. Total receipts § 3,112,237

Disbursements

8. Funding of nursing home {note 1) 2,098,736

9. Receiver fees 374,057
10. HST 66,880
11. Lepal fees 66,526
12, Buyout of kitchen equipment lease - 60,913
13. Repairs & maintcnance 53,797
14, Utilities 39,736
15. Property management fees 32,812
16. Cable TV, intcroet & telephone 19,219
17. Property taxes 28,838
18. Insurance 10,199
19. Consulting fees 5,600
20. Accounting services 4,810
21. Ministry of Health & Long-Term Care fees 3,750
22. Bank cbarges 440
23. Postage and courier : ’ 96
24. Total-disbursements 3 2,866,409
25. Excess of receipts over disbursements . $ 245,828

Notes:

1 This funding is directed to a separate nursing home bani account managed by Assured Care
Consulting Inc, {"ACC"), as agent on behalf of the Receiver. Details of the disbursements made by
ACC to manage the home are not set out in this Statement of Receipts and Disbursements.
As at March 31, 2012, the balance in the Receiver's agent account is $381,584.



Dis.trict of Ondario
Division No.: Tm:unto
Estate No.: 31-456894

In the matter of the receivership of Rose of Sharen (QOuntaric) Retirement Community (the
“Debtor”)

INTERIM REPORT OF THE RECEIVER
(pursuant to S.246 (2) and Rule 126 of the Bankruptcy & Insolvency Act)

a) Onthe 27" day of September, 2011, the undersigned Deloitte & Touche Inc. was appointed Receiver
and Manager (“Receiver”) in respect of the property, assets and undertaking of the Debtor.

b) Attached hereto is a copy of the Receiver’s Interim Statement of Receipts and Disbursemenits for the
period September 27, 2011 to September 30, 2012,

¢) The Receiver commenced to exercise its powers in respect to that appointment on the 27 day of
September, 2011 and has taken possession of the property located at 15 and 17 Maplewood Avenue,
- Toronto, Ontario, Mé6C 4B4.

d) The Receiver is operating the nursing home and life-lease residence and is in the process of
developing a realization plan for the assets of the Debtor. At this time, it is uncertain as to when the
realization of the assets will be completed.

Dated at Toronto this 21st day of November, 2012

DELOTITTE & TOUCHE INC.
in its capacity as Receiver and Manager of
Rose of Sharon (Ontario) Retirement Comtmumity and not in its

personal capacity ; W

Hartley Bricks, MBA, C , CA+CIRP
Vice President
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5
6.

IN THE MATTER OF THE RECEIVERSHIP OF
ROSE OF SHARON (ONTARIQ) RETIREMENT COMMUNITY

Receiver’s Tnferim Statement of Receipts and Disbarsements
for tbe period September 27, 2011 to September 30, 2012

. Ministry of Health funding
. Receipts from prefemred accommodation re: nursing home residents
. Receiver borrawings

. Receipis from life lease tenants (Life Jease paymenis and

COMMMNON area maintenance payrments)
Cash in bank
Other

7. Total receipts

Disbursements

Notes:

o oa

26.

. Funding of nursing home (note 1)
. RBeceiver fees

10.
11
12,
13,
14,
15.
16.
17
18.
19.
20.
21.
2.
23.
24,
25.

Legal fees

Repairs & maiztenance

HST

Utilities

Property management fees
Property faxes

Buyout of kitchen equipment lease
Building Condition Assessment
Cable TV, imfemet & telephone
Appraisal fees

Insurance

Consulting fees

Accounting services

Ministry of Health & Long-Term Care fees
Other (Bank charges, filing fees)
Total dishursements

Excess of recelpts over disbursements

Cumulafive

3,151,596
1,184,019
500,000
382,203

200,428
23,769

5,442,015

3,902,426
610,286
157,978

156,403
116,909

90,884
72,228
67,010
60,913
41,270
37,100
17,505
10,199
5,600
4,310
3,750
1,237

5,356,508

85,507

This funding is directed to a separate nursing home henk account mavaged by Assured Care
Consulting Inc, ("A.CC"), as agent on behalf of the Receiver. Details of the disbursements made by
ACC to manage the home ere not set out in this Statement of Reeeipts and Disbursements.

As at September 30, 2012, the balance in the nursing home account is $438,140.
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