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Introduction and Notice to Reader 

Introduction  

1. On April 11, 2014, 3 Eau Claire Developments Inc. (“3 Eau Claire” or the “Company”) filed a Notice of 

Intention to Make a Proposal (the “NOI”) under Section 50.4(1) of the Bankruptcy and Insolvency Act 

(the “BIA”). Deloitte Restructuring Inc. (“Deloitte”) consented to act as Trustee under the NOI (the 

“Trustee”). Information on these proceedings can be accessed on Deloitte’s website at 

www.deloitte.ca under the Insolvency and Restructuring link. 

2. The Company was granted an initial 30-day stay of proceedings (the “Initial Stay”) pursuant to 

Section 69(1) of the BIA. 3 Eau Claire was required to file a proposal within the Initial Stay or within 

any further extension of that period granted by the Court of Queen’s Bench of Alberta (the “Court”). 

The Court has now granted four Orders extending the stay of proceedings with the most recent Order 

being granted on July 31, 2014 and extending the stay of proceedings until August 15, 2014. 

3. Pursuant to Section 50.4(2) of the BIA, the management of 3 Eau Claire (“Management”) have filed a 

statement of projected cash flow and three subsequent amended statements of projected cash flow. 

The Third Amended Statement of Projected Cash Flow for the ten week period from the week ended 

July 12, 2014 to the week ending September 13, 2014 was filed on July 14, 2014 and is attached as 

“Schedule 2” to the third report of the Trustee filed on July 14, 2014 (the “Third Report”). 

4. The Trustee’s First, Second and Third Reports in these proceedings were respectively dated May 5, 

2014, June 20, 2014 and July 15, 2014 (referred to respectively as the “First, Second and Third 

Report”).  The Trustee further filed a Supplement to the Third Report of the Trustee on July 30, 2014 

(the “Supplement”). 

5. This report is the fourth report of the Trustee (the “Fourth Report”). The Fourth Report is being filed in 

respect of the Court hearing on August 15, 2014 (the “August 15 Hearing”), as further described later 

in this report.  Capitalized terms not otherwise defined herein have the meanings given to them in the 

First, Second and Third Reports and the Supplement. 
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Notice to Reader  

6. In preparing the Fourth Report, the Trustee has relied on unaudited financial information, the books 

and records of the Company and discussions with Management, interested parties and stakeholders. 

The Trustee has not performed an independent review or audit of the information provided.  

7. The Trustee assumes no responsibility or liability for any loss or damage occasioned by any party as 

a result of the circulation, publication, reproduction, or use of the Fourth Report. 

8. All amounts are in Canadian dollars, unless otherwise indicated. 
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Background 

Operations 

9. 3 Eau Claire was incorporated as a real estate development company for the purpose of building an 

approximately 652,000 square foot mixed-use condominium project (the “Project”) located at 633 3rd 

Avenue SW in Calgary, Alberta (the “Lands”).  

10. Further information on the operations of 3 Eau Claire is available in the First, Second and Third 

Reports and the Supplement. 

Court Proceedings 

11. The First Report was filed in conjunction with 3 Eau Claire’s application on May 8, 2014 at which time 

the Court granted two Orders, which included the following relief: 

11.1 Approval of an extension of the Initial Stay from May 11, 2014 until June 25, 2014 (the “First 

Extension”); 

11.2 Approval of a charge in the amount of $50,000 as security for professional fees and 

disbursements of the Trustee and the Company’s legal counsel (the “Administrative Charge”).  

The Administrative Charge formed a first charge over all assets, rights, undertakings and 

properties of 3 Eau Claire of every nature and kind whatsoever, and wherever situated, 

including all proceeds thereof; 

11.3 Requiring 3 Eau Claire to provide counsel for Korea Exchange Bank of Canada (“KEB”) with 

weekly updates during the First Extension regarding the Company’s activities, which 

information was to be kept strictly confidential by KEB; and  

11.4 Sealing the First Confidential Affidavit of Andrew Seong-Jin Lee sworn on May 5, 2014. 

12. The Second Report was filed in conjunction with 3 Eau Claire’s application on June 25, 2014, at 

which time the Court granted an Order, which included the following relief: 

12.1 Approval of a second extension of the stay of proceedings from June 25, 2014 to July 16, 

2014; and 

12.2 Sealing the Second Confidential Affidavit of Andrew Seong-Jin Lee sworn on June 25, 2014 

(the “Second Confidential Affidavit”) pending further Order of the Court with the Trustee 

reviewing the need for the Second Confidential Affidavit to remain confidential prior to its 

discharge. 
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13. The Third Report was filed in conjunction with 3 Eau Claire’s application on July 16, 2014 (the “July 

16 Application”) at which time the Court granted an Order, which included the following relief: 

13.1 Approval of a third extension of the stay of proceedings from July 16, 2014 to July 31, 2014 

(the ”Third Extension”); and 

13.2 Sealing the Third Confidential Affidavit of Andrew Seong-Jin Lee sworn on July 15, 2014 (the 

“Third Confidential Affidavit”) with the Trustee reviewing the need for the Third Confidential 

Affidavit to remain confidential prior to its discharge. 

14. The following additional relief sought at the July 16 Application was held over until July 31, 2014 (the 

“July 31 Hearing”).  

14.1 An increase in the Administrative Charge from $50,000 to $100,000 together with an increase 

in the scope of the Administrative Charge to include the reasonable fees and expenses of the 

Trustee’s legal counsel, Blake, Cassels & Graydon LLP (“Blakes”). 

15. At the July 31 Hearing, 3 Eau Claire sought the following relief: 

15.1 Approval of a fourth extension of the stay of proceedings from July 31, 2014 to September 15, 

2014 (the “Fourth Extension”); and 

15.2 The increase in the scope and amount of the Administrative Charge, as detailed above. 

16. Also at the July 31 Hearing, Bosa Properties (Eau Claire) Inc. (“Bosa”), who holds a secured 

mortgage against the Lands, made an application seeking the following relief (the “Bosa Application”): 

16.1 Dismissing the application of 3 Eau Claire to obtain the Fourth Extension; and 

16.2 Appointing PricewaterhouseCoopers Inc. as Receiver and Manager for the purpose of 

implementing a proposal for the assets, undertaking and property of 3 Eau Claire and, once 

appointed, extending the time for the filing of a BIA Proposal (defined later in this Report) for 

30 days in order to allow the Receiver time to file a BIA Proposal, on behalf of and to the 

exclusion of 3 Eau Claire. 

17. At the July 31 Hearing, the Court advised all parties that an unfiled affidavit, sworn by Cody Z. 

Lamoureux on July 31, 2014 (the “Lamoureux Affidavit”) had been provided directly to Justice 

LoVecchio (but not to any of the other parties to the proceedings) immediately in advance of the July 

31 Hearing.  The Lamoureux Affidavit raised concerns surrounding the integrity of the Marketing 

Process (as defined later in this report).  In order to allow 3 Eau Claire the opportunity to respond to 

the Lamoureux Affidavit and, based on the concerns expressed therein, the Court adjourned 3 Eau 

Claire’s application for the Fourth Extension and the Bosa Application to August 15, 2014 (the 

“August 15 Hearing”).  In addition, the Court granted an Order (the “July 31 Order”) including the 

following relief: 

17.1 Approving an extension of the stay of proceedings to August 15, 2014;  
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17.2 Approving an increase in the Administrative Charge from $50,000 to $100,000 together with 

an increase in the scope of the Administrative Charge to include the reasonable fees and 

expenses of the Trustee’s legal counsel, Blakes;  

17.3 Authorizing and directing the Trustee to do the following:    

17.3.1 Disclose to all parties by the close of business on August 1, 2014 all letters of intent 

which had been previously disclosed to the Court confidentially as appended to the 

First, Second and  Third Confidential Affidavits and the Fourth Confidential Affidavit 

of Andrew Seong-Jin Lee sworn on July 30, 2014 (the “Fourth Confidential Affidavit”) 

or as otherwise received by either the Trustee or 3 Eau Claire (the “Pre-July 31 

LOIs”); 

17.3.2 Independently review, assess and report to the Court on all offers, which had been 

received or which may be received, prior to the August 15 Hearing; and 

17.3.3 Directing 3 Eau Claire and their agent, Avison Young Real Estate Alberta Inc. 

(“Avison”) to provide the Trustee with the outstanding information with respect to the 

letters of intent (“LOI(s)”) and with respect to any future LOIs received in advance of 

the August 15 Hearing. 
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Creditors 

18. As previously reported, at the date of the NOI, 3 Eau Claire listed creditors with claims totaling 

approximately $37.8 million, which consisted of claims of approximately $36.0 million by seven 

secured mortgage holders and claims of approximately $1.8 million by unsecured creditors.   

19. The Trustee can provide the following update with respect to the claims of the secured mortgage 

holders: 

19.1. Computershare Trust Company of Canada (“Computershare”) has a registered mortgage 

against the Lands (the “Computershare Mortgage”) with an outstanding principal balance of 

approximately $26.7 million (including approximately $6.0 million in accrued interest).  

Computershare acts as the Trustee for the Hyundai Wise Private Investment Trust who, in turn, 

acts as the fund manager for the Computershare Mortgage.  The Computershare Mortgage 

was originally advanced by a syndicate of Korean banks, who became insolvent and ceased to 

operate.  We are advised that the Computershare Mortgage is currently controlled by the 

Korea Deposit Insurance Corporation (“KDIC”), who acts on behalf of the Korean government.  

Pursuant to a letter from KDIC to the Trustee and 3 Eau Claire dated August 13, 2014 (the 

“KDIC Letter”), which is attached hereto as “Schedule 1”, the total outstanding principal and 

interest owing to KDIC as at June 30 2014 totalled $19.8 million and $15.7 million, respectively, 

for a total of $35.5 million.  This is a significant increase from the amount of $26.7 million that 

the Trustee had been advised was outstanding at the date of the Third Report.  3 Eau Claire 

has indicated that they are not in agreement with KDIC’s interest calculation.  The Trustee 

notes that, at this time, no claim process has been undertaken and the Trustee has not had the 

opportunity to review information with respect to KDIC’s indebtedness.   

19.2. Bosa had previously acted as 3 Eau Claire’s development partner.  Bosa was originally listed 

as having a claim of $2.0 million, having advanced funds pursuant to two promissory notes, 

which were secured by a registered mortgage against the Lands (the “Bosa Advances”).  The 

Bosa Advances were made through the payment of various Project-related costs.  On July 10, 

2014, Bosa’s legal counsel provided a summary of the Bosa Advances to the Trustee 

indicating that the total amount outstanding was approximately $4.5 million plus approximately 

$245,000 in accrued interest.  The Trustee has requested, but has not yet received, 

Management’s comments on the summary of the Bosa Advances. 
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20. 1713744 Alberta Ltd. (“1713744”) also has a registered mortgage against the Lands.  In its binding 

offer (as further discussed below), Bosa takes the position that 1713744 is a related party to 3 Eau 

Claire and, as such, its claim (the “1713744 Claim”) may be postponed to the claims of the other 

creditors.  The Trustee has not yet had the opportunity to review this allegation or any information 

with respect to the 1713744 Claim and makes no comment on the position of Bosa regarding the 

postponement of the 1713744 Claim. 

21. The Trustee has not completed a review of the security held by any of the mortgage holders as a 

claims process has yet to be undertaken.  Based on the information received to date, the following is 

an updated summary of the claims of the secured mortgage holders, which are listed in the order that 

they are registered against the Lands: 

Mortgage Holder 
Principal  

(‘000) 

KEB $   8,500 

Computershare 35,500 

Shorebrook Capital Inc.  326 

Bosa 4,767 

MMP Structural Engineers Ltd.  646 

PM Rec Holdings Inc.  450 

1713744 Alberta Ltd.  3,400 

Total $ 53,589 

Negotiations with KDIC 

22. The Trustee previously reported that 3 Eau Claire had provided KDIC with a Confirmation Letter 

regarding postponing all but approximately $10.0 to $13.0 million of the principal balance and all 

accrued interest on the Computershare Mortgage.   The contents of the Confirmation Letter are 

summarized in the Supplement. 

23. The Trustee highlights the following information from the KDIC Letter: 

23.1. That the total outstanding Indebtedness to KDIC was $35.5 million as at June 30, 2014; 

23.2. That KDIC accepted 3 Eau Claire’s payment proposal from July 2013 wherein 3 Eau Claire 

offered an immediate payment to KDIC of approximately $13.0 million and an additional 

payment of $6.8 million (plus accrued interest at an agreed rate) when the Project was 

completed (the “Original KDIC Payment Proposal”) and that 3 Eau Claire failed to meet the 

terms of the Original KDIC Payment Proposal. 

23.3. That 3 Eau Claire then sent the Confirmation Letter that proposed a second payment proposal 

to KDIC wherein, among other things, 3 Eau Claire would make an immediate payment to 
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KDIC of $10.0 million and an additional payment of $9.8 million (plus accrued interest at an 

agreed rate) when the Project was completed. 

23.4. That KDIC has not yet considered the Confirmation Letter and the postponement proposed 

therein as it requires the following items prior to reviewing such a proposal: 

23.4.1. Confirmation that any proposal made by 3 Eau Claire to its creditors has been 

approved by all of 3 Eau Claire’s creditors or the Court (the “KDIC Proposal 

Condition”); and 

23.4.2. A pre-payment of approximately $80,000  from 3 Eau Claire to cover KDIC’s costs of a 

land evaluation, feasibility study and its legal expenses in order to prepare the report 

to KDIC’s internal review council (the “KDIC Cost Recovery Condition”, collectively the 

“KDIC Conditions”). 

23.5. That KDIC’s review of the payment proposal and the postponement contained in the 

Confirmation Letter would not be started until the KDIC Conditions were met and the review 

could take several months. 

24. The KDIC Letter did not indicate how long it would take to receive approval of a postponement, if any, 

after the review had been completed. 

25. The KDIC Letter helps to clarify the position of KDIC as the Trustee has not had any previous direct 

contact with KDIC and no representatives of KDIC have attended any of the prior Court applications.  

The KDIC Letter does, however, raise the following challenges: 

25.1. According to the KDIC Letter, the current debt owing to KDIC of $35.5 million as at June 30, 

2014 is much higher than the Trustee was previously advised by 3 Eau Claire.  It is not clear 

how much KDIC may be willing to postpone or how much this will impact the appetite of the 

potential joint venture parties to complete a transaction; 

25.2. The KDIC Proposal Condition is problematic as any postponement of KDIC’s claim will need to 

be a condition subsequent in any BIA Proposal of 3 Eau Claire to its creditors and the creditors 

and any joint venture partner may not know the outcome of the decision of KDIC for several 

months after creditor approval of any BIA Proposal by 3 Eau Claire; 

25.3. 3 Eau Claire does not currently have the funds to meet the KDIC Cost Recovery Condition; 

25.4. The uncertainty around the amount of any postponement by KDIC and the timing of any 

ultimate approval by KDIC may make it difficult for any party to present a BIA Proposal to 3 

Eau Claire’s creditors. 
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26. The Trustee understands that those binding offers described below that contemplate that 3 Eau 

Claire would enter into a joint venture partnership to complete the Project and file a BIA Proposal are 

all contingent on KDIC’s approval of a postponement.  The binding offer that contemplates a BIA 

Proposal being filed by a Receiver and Manager on behalf of Bosa is also contingent on KDIC’s 

approval of a postponement. 
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The Marketing Process 

The Marketing Process  

27. As previously reported, on March 12, 2014, 3 Eau Claire entered into an Exclusive Listing Agreement 

(the “Listing Agreement”) with Avison.  Pursuant to the Listing Agreement, Avison was retained to act 

as the Company’s agent for the purchase and sale of the Lands or to procure a joint venture partner 

to complete the project (the “Marketing Process”). 

28. The Listing Agreement contemplated that Avison would undertake a 21 day marketing campaign to 

introduce the opportunity to a select group of potential purchasers, which was to be followed by a 14 

day period to bring forward one interested party with whom to negotiate a transaction.  The Listing 

Agreement further contemplated a deadline of June 30, 2014 to complete a transaction.  Avison 

originally anticipated receiving initial letters of intent in mid to late May 2014.  The Trustee notes as 

follows with respect to the Marketing Process: 

28.1. Avison has confirmed that they introduced the opportunity to approximately 37 interested 

parties, of which nine entered into non-disclosure agreements; 

28.2. Avison entered into negotiations with parties interested in both the potential purchase of the 

Lands or in a joint venture partnership. We note that the Listing Agreement established that a 

commission of $400,000 plus GST would be payable to Avison in the event that they 

successfully negotiated a potential purchase of the Lands and that a commission of $800,000 

plus GST would be payable in the event that Avison successfully negotiated a joint venture 

partnership; and 

28.3. The Trustee was in contact with Avison at various points during the Marketing Process.  Based 

on the Trustee’s discussions with Avison, the Marketing Process appeared to be proceeding in 

a commercially reasonable manner; although, it was taking longer than originally contemplated 

in the Listing Agreement.   

28.4. The Trustee has not observed any irregularities in the Marketing Process, but notes the 

following: 

28.4.1. The Trustee understands that Avison and 3 Eau Claire often had independent 

discussions with the same parties, which may have increased the possibility of  

miscommunications with those parties; and 

28.4.2. As reported in the Supplement, at the time of the July 16 Application, 3 Eau Claire 

had signed a binding letter of intent (the “Tri-Win LOI”) with Tri-Win International 
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Investment Group Inc. (“Tri-Win”), with the intention of negotiating a co-ownership 

agreement and entering into a joint venture with Tri-Win.  Management advised that 

as a result of the Third Extension being granted for 15 days as opposed to 45 days, 

Tri-Win took the position that that the Tri-Win LOI had lapsed and that a new LOI 

would need to be signed increasing the due diligence period by a further 15 days.   

Prior to the execution of a new LOI with Tri-Win, 3 Eau Claire entered into a LOI with 

Concord Pacific Investments Inc. (“Concord”) under substantially the same terms as 

the Tri-Win LOI.  Management did not notify the Trustee that Tri-Win had taken the 

position that a new LOI needed to be executed or that 3 Eau Claire had executed a 

new LOI with Concord until the morning of July 29, 2014, despite the fact that the 

Trustee had been in regular contact with 3 Eau Claire since the July 16 Application.     

Offers Received Prior to July 31, 2014 

29. Pursuant to the July 31 Order, the Trustee issued a letter to the parties who had submitted Pre-July 

31 LOI’s and included copies of all of the Pre-July 31 LOI’s (the “August 1 Letter”).  A copy of the 

August 1 Letter is attached hereto as “Schedule 2”. 

30. The Trustee circulated twelve Pre-July 31 LOIs with the August 1 Letter, which are summarized 

below: 

30.1. Bentall Kennedy (Canada) LP (“Bentall”) submitted an LOI for the outright purchase of the 

Lands dated June 23, 2014 which had previously been filed with the Court as part of the 

Second Confidential Affidavit; 

30.2. Bosa Properties (Eau Claire) Inc. provided one draft proposal to creditors on July 11, 2014, 

which was described in the Second Report with an updated version being attached as Exhibit 

H to the First Affidavit of Brett Sandler sworn on July 28, 2014.  

30.3. Market Vision Real Estate Strategies Inc. submitted six signed LOIs for the outright purchase 

of the Lands (the “Market Vision LOIs”).  Two of the Market Vision LOIs, dated May 27, 2014 

and July 29, 2014 (the “July 29 MV LOI”) were previously attached to the Second and Fourth 

Confidential Affidavits.  Four of the Market Vision LOIs dated May 9, 2014, May 27, 2014 June 

8, 2014 and June 25, 2014 were not previously provided to the Court.  Based on our 

discussions with Avison and Management throughout the sale process, the Trustee advises as 

follows with respect to the Market Vision LOIs: 

30.3.1. Both Avison and 3 Eau Claire requested additional information with respect to Market 

Vision’s ability to finance the transaction contemplated in the Market Vision LOIs.  

Market Vision did not provide the requested information to prove that they had 

access to sufficient financing to close a transaction of this size; 

30.3.2. The Market Vision LOIs were provided as part of ongoing negotiations between 3 

Eau Claire and Avison; and  
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30.3.3. The Market Vision LOIs had very similar terms with the purchase price being listed as 

$42.0 million in five of the six LOIs.  Certain conditions and/or due diligence were 

amended; however, the due diligence period continued to be longer than desired by 3 

Eau Claire.   

30.4. Tri-Win submitted two LOIs for a joint venture partnership, the first of which was attached to the 

Second Confidential Affidavit and the second of which was attached to the Third Confidential 

Affidavit.   

30.5. Concord submitted one LOI for a joint venture partnership, which was attached to the Fourth 

Confidential Affidavit. 

The Lamoureux Affidavit 

31. As previously reported, the Lamoureux Affidavit raised several allegations that certain information 

was misrepresented in the Marketing Process.  The Trustee wishes to address the following points 

raised in the Lamoureux Affidavit: 

31.1. The Lamoureux Affidavit appears to comment on some of the matters addressed in the “Notice 

to Reader” section of the Trustee’s prior reports and the “Recommendations and Conclusion” 

section of the Second Report.  The “Notice to Reader” section, which was substantively in the 

form contained herein, does not relate to opinions expressed by the Trustee but describes the 

information relied upon by the Trustee in preparing each of the Trustee’s reports and clarifies 

the scope of the Trustee’s review of that information.  In addition, the comments included in the 

Lamoureux Affidavit appear to be inaccurate, in that 3 Eau Claire and Avison continued to 

negotiate with interested parties during the Second Extension, and do not reflect that the 

Marketing Process was being conducted by 3 Eau Claire and Avison, not the Trustee.  

31.2. The Lamoureux Affidavit indicates that on Friday, July 25, 2014, a draft copy of one of the 

Market Vision LOIs was emailed to Deloitte (the “July 25 DRAFT”).  The Trustee notes as 

follows with respect to the July 25 DRAFT:  

31.2.1. The Trustee had previously advised Market Vision that all offers were to be submitted 

to Avison and 3 Eau Claire; and 

31.2.2. The July 25 DRAFT was sent by Francesca Serafini, a representative of Market 

Vision, who indicated that it was provided in confidence and that the Trustee was not 

to provide it to Avison.   

31.3. On June 28, 2014, the Trustee called Jeff Wilkie, another representative of Market Vision and 

confirmed once again that offers were to be submitted to Avison and 3 Eau Claire.  The 

Trustee subsequently confirmed that Market Vision had submitted a new LOI to 3 Eau Claire 

and Avison, being the July 29 MV LOI. 
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31.4. The Trustee did not report the receipt of the July 25 DRAFT or the July 29 MV LOI in the 

Supplement, but understood that the July 29 MV LOI would be provided to the Court as part of 

the Fourth Confidential Affidavit.  The Trustee was aware that the July 29 MV LOI was very 

similar to the LOIs that had previously been provided by Market Vision and that Market Vision 

had not provided the requested financing information.  As such, the Trustee did not have 

additional information to report to the Court with respect to the July 29 MV LOI.   

Process for Submission of LOIs following the July 31 Hearing 

32. Although not specifically addressed by the Court in the July 31 Order, the August 1 Letter set out a 

process for the submission of binding offers (the “Submission Process”) of binding offers following the 

July 31 Hearing (the “Post-Aug 1 Offers”).  We highlight the following with respect to the Submission 

Process: 

32.1. Offers could be submitted in any of the following forms: 

32.1.1. An outright offer to purchase the property owned by 3 Eau Claire; 

32.1.2. A joint venture agreement to co-own and develop the Project; and/or 

32.1.3. A proposal pursuant to Part III, Division I of the BIA (the “BIA Proposal”) to be filed 

and submitted for creditor and Court approval pursuant to the provisions of the BIA. 

32.2. A deadline for the submission of binding offers was set for 5:00 p.m. Mountain Time on Friday, 

August 8, 2014 (the “Offer Deadline”).  The Trustee noted in the August 1 Letter that binding 

offers submitted to the Trustee after the Offer Deadline may not allow sufficient time for review 

and that no binding offers would be considered by the Trustee once details of the other binding 

offers had been disclosed by the Trustee in advance of the August 15 Hearing.  At the July 31 

Hearing, the Court did not contemplate a deadline being established for the go-forward 

submission of offers; however, the Trustee established the Offer Deadline with a view to 

creating a transparent process and allowing the Trustee adequate time to review and report on 

the binding offers. 

32.3. The due diligence period was limited to 30 days and parties whose conditions included due 

diligence were to provide details as to what specific due diligence needed to be completed (the 

“Maximum Due Diligence Period”). 

32.4. Offerors were asked to submit the following information with their binding offers: 

32.4.1. For those parties whose binding offer took the form of a joint venture agreement or 

BIA Proposal, information on that party’s relevant qualifications (the “Proof of 

Qualifications”); and 

32.4.2. Specific evidence that the party had adequate financing in place or the ability to 

finance the transaction contemplated in their binding offer (the “Proof of Financing”). 
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32.5. Offerors were asked to submit with their Binding Offer a bank draft, a certified cheque or proof 

of funds paid into a solicitor’s trust account in the amount of $2.0 million (the “Minimum 

Deposit”). 

32.6. The Trustee established the Maximum Due Diligence Period and the Minimum Deposit and 

requested the Proof of Qualifications and the Proof of Financing in order to provide additional 

transparency to offerors surrounding the Submission Process and to obtain the information that 

the Trustee believed was required to adequately assess each of the binding offers.  
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Offers Received Following the July 31 
Hearing 

33. The following sections summarize the binding offers received pursuant to the Submission Process. 

Post–Aug 1 Offers for Outright Purchase 

34. The following is a discussion of the Post-Aug 1 offers for outright purchase, which are described on 

an individual basis below.  For the purposes of this analysis the Trustee has made the following 

assumptions: 

34.1. In the event that an offer for outright purchase would be accepted, it is unlikely that 3 Eau 

Claire would be able to make a viable proposal to its creditors.  The Trustee has assumed that 

a Receiver and Manager would be appointed and that the sale would be completed on an “as 

is, where is” basis with no representations or warranties being made by the Receiver.  This 

would require amendments to the forms of offer to purchase as submitted, which the Trustee 

has assumed could successfully be negotiated with the parties. 

34.2. The amount available for distribution to creditors has been estimated as the sale proceeds 

from an outright purchase transaction, less the following: 

34.2.1. Commission that may be payable to Avison pursuant to the Listing Agreement, which 

are estimated to be $400,000 plus GST (the “Purchase Commission”);  

34.2.2. Professional fees of the Trustee, the Receiver, the Trustee’s legal counsel and the 

Company’s legal counsel (the “Professional Fees”) which includes an estimate for 

additional fees that may be required to complete the transaction;  and 

34.2.3. Additional costs associated with closing the transaction, which have been estimated 

at approximately $210,000 and include outstanding 2014 property taxes of $163,000. 

Offer from Bentall Kennedy (Canada) LP (the Bentall Offer”) 

35. The Bentall Offer was for the outright purchase of the Lands and included a total purchase price of 

$37.0 million.   
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36. The Bentall Offer was in compliance with the terms of the Submission Process in that: 

36.1. Bentall met the Maximum Due Diligence Period as the offer includes a 30 day due diligence 

period with a closing date of 30 days after due diligence (or October 15, 2014); 

36.2. Bentall provided confirmation that they had paid the Minimum Deposit into trust with their legal 

counsel, McCarthy Tetrault LLP; and 

36.3. Bentall provided Proof of Financing in the form of a comfort letter from the Royal Bank of 

Canada indicating that Bentall has adequate financial resources to complete the transaction. 

37. Taking into account the estimated Purchase Commission and the Professional Fees, the Trustee 

estimates that approximately $36.2 million would be available to 3 Eau Claire’s creditors, should the 

Bentall Offer be accepted, which would provide for payment in full to KEB and approximately $27.7 

million to KDIC.  There would be no funds available for distribution to those mortgage holders 

registered subsequent to KDIC or to the unsecured creditors. 

38. The Trustee is of the opinion that the Bentall Offer has the lowest closing risk and most timely closing 

compared to the other binding offers for outright purchase.  The Bentall Offer has been used as the 

benchmark in comparing the various recoveries to creditors pursuant to an outright purchase versus a 

joint venture partnership. 

Offer from Market Vision (the “Market Vision Offer”) 

39. The Market Vision Offer was for the outright purchase of the Lands and included a purchase price of 

$42.0 million. 

40. The Market Vision Offer was not in compliance with the Submission Process in that: 

40.1. The due diligence period extended to October 17, 2014 (65 days from the date of this Report).  

The Trustee inquired as to whether Market Vision would be willing to shorten the due diligence 

period.  Market Vision indicated that they were unable to do so, citing that their “out of contract” 

due diligence had indicated potential engineering issues related to the design of the Project.  

The closing date was anticipated to be November 17, 2014. 

40.2. Market Vision did not provide the Minimum Deposit.  A photocopy of a cheque for $250,000 

made out to Llewellyn Law was provided with the Market Vision Offer.  When the Trustee 

requested that Market Vision have their legal counsel confirm the receipt of the deposit, Market 

Vision indicated that the deposit would only be provided to their legal counsel within two days 

of acceptance of the Market Vision Offer.  Market Vision provided an electronic print-out of a 

bank statement from Tangerine Forward Banking in the name of a numbered company, which 

showed a balance of approximately $1.3 million as support for the fact that Market Vision had 

sufficient resources to pay the deposit provided. A second deposit of $1.8 million was 

contemplated to be made payable upon removal of the due diligence condition.  Market Vision 

indicated that part of the difficulty in providing the deposit as contemplated in the Submission 
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Process, was that it would take at least four days to transfer the funds to Canada from the 

United States.  The Trustee inquired as to whether, it was possible for Market Vision to shorten 

the time for the receipt of the second deposit.  Market Vision indicated that they were unable to 

do so.  

40.3. Market Vision indicated that their financing would be provided through Abler Finance but that 

they were subject to strict confidentiality and unable to disclose the identity of their U.S. 

investors/partners.  The Trustee followed up with Market Vision as to whether they would be 

able to provide any additional information in the form requested to satisfy the Proof of 

Financing.  In response, they provided a letter from Abler Finance which, once again, did not 

provide specifics as to Abler Finance’s funding sources.  The Abler Finance letter referenced 

major acquisitions that Abler Finance had been involved in, but no specific information was 

provided. 

40.4. Market Vision indicated that they had specialized in the development of new and the re-

development of existing multi-family real estate and that they had recently completed their 50th 

development in Scottsdale, Arizona; however, no specific projects were referenced.  The 

Trustee inquired as to whether Market Vision could provide more specific information on these 

projects, but no such information was provided. 

41. Neither Avison nor the professionals within Deloitte’s Real Estate Advisory practice had any prior 

knowledge of Market Vision.  As such, considering the lack of a deposit, the proposed length of the 

due diligence period and that the Proof of Financing was not provided, the Trustee is of the opinion 

that the closing risk associated with proceeding with a transaction with Market Vision is high.  As 

previously reported, specific information as to Market Vision’s financing sources has been requested 

on multiple occasions without any substantive response having been provided.  In addition, we note 

that Market Vision was the only interested party submitting a binding offer, who was unable to comply 

with the Minimum Deposit requirement.  

Offer from Tri-Win (the “Tri-Win Purchase Offer”) 

42. The Tri-Win Purchase Offer was for the outright purchase of the Lands and included a total purchase 

price of $38.0 million.  Originally the Tri-Win Purchase Offer contemplated that $20.0 million of the 

purchase price would be payable on closing and $18.0 million would be paid upon completion of the 

Project.  Based on the way in which payment of the purchase price was structured, the Trustee 

contacted Tri-Win to confirm whether it was their intention that this offer be submitted as an outright 

purchase offer or as a BIA Proposal.  Following discussions with Tri-Win, they confirmed via email 

that the Tri-Win Purchase Offer was intended to be for the outright purchase of the Lands and they 

resubmitted their offer to purchase with a purchase price of $36.0 million and a 90 day closing.  

43. Tri-Win confirmed via telephone that they may shorten their day due diligence period; however, 

confirmation as to the required due diligence period had not been received at the time that the Fourth 

Report was filed.   
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44. The Tri-Win Purchase Offer was in compliance with the terms of the submission process in that: 

44.1. Tri-Win provided confirmation that they had paid the Minimum Deposit into trust with their legal 

counsel, Owens Wright LLP; and 

44.2. Tri-Win provided third party audited financial statements to the Trustee on a confidential basis 

for their Chinese parent company Wu Hua, which provided satisfactory evidence that Tri-Win 

had adequate financial resources to complete the transaction contemplated in the Tri-Win 

Purchase Offer.  We note that the financial statements were written in Chinese but that Deloitte 

had an individual within their Chinese Services Group review them. 

Summary of Post-Aug 1 Offers for Outright Purchase 

45. As the Bentall Offer included a higher purchase price and a shorter closing period than the Tri-Win 

Purchase Offer and the Trustee does not have sufficient information to evaluate the financing behind 

the Market Vision Offer, the Trustee is of the opinion that the Bentall Offer is the most favourable of 

those offers submitted for the outright purchase of the Lands. 

Post–Aug 1 Offers for a Joint Venture Partnership/ BIA Proposal 

46. The following is a discussion of the Post-Aug 1 offers for joint venture partnerships, which are 

described on an individual basis below.  All of the Post-Aug 1 Offers for joint venture partnerships 

and/or BIA Proposal would be conditional on creditor and Court approval of a BIA Proposal and the 

approval from KDIC of a postponement of the debt owing to KDIC from 3 Eau Claire, the amount and 

timing of which are uncertain. 

Offer from Concord (the “Concord Offer”) 

47. The Concord Offer was for a development partnership with 3 Eau Claire.  We note as follows with 

respect to the Concord Offer: 

47.1. Concord would provide a cash contribution of $25.0 million (the “Concord Cash Contribution”) 

for which they would receive an 85% interest in the Project.  3 Eau Claire would retain a 15% 

interest with their initial contribution of the Lands being deemed to have a value of $10.0 

million; 

47.2. 3 Eau Claire has indicated previously that they are agreeable to having Concord as a 

development partner; 

47.3. 3 Eau Claire has confirmed that the Concord Cash Contribution, net of commission and 

professional fees, would be made available to 3 Eau Claire’s creditors; and 

47.4. Concord submitted the Concord Offer based on KDIC agreeing to postpone all but 

approximately $10.6 million of their indebtedness.  At the time, Concord verbally indicated that, 

they may be willing to provide additional funds to KDIC in the event that KDIC did not agree to 
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the amount of the postponement as set out in the Confirmation Letter.  Based on Concord’s 

prior statements and in light of the KDIC Letter, Concord may be willing to increase the 

Concord Offer based on a change in the amount of the postponement. 

48. The Concord Offer was in compliance with the terms of the submission process in that: 

48.1. The due diligence period only extended to August 31, 2014; 

48.2. Concord provided the Minimum Deposit to the Trustee in the form of a bank draft; and 

48.3. Concord provided third party audited financial statements to the Trustee on a confidential 

basis, which provided satisfactory evidence that Concord had adequate financial resources to 

complete the transaction contemplated in the Concord Offer. 

48.4. Concorde provided evidence that they had relevant qualifications to complete the Project and, 

in fact, they are now completing a similar building in the Eau Claire area of Calgary.    

49. The Trustee cannot estimate the potential recoveries to the creditors from the Concord Offer as the 

amount of any postponement of the KDIC indebtedness is not known at this time.  

Joint Venture Offer from Tri-Win (the “Tri-Win JV Offer”) 

50. The Tri-Win JV Offer was for a joint venture partnership with 3 Eau Claire.  We note as follows with 

respect to the Tri-Win JV Offer: 

50.1. Tri-Win would provide a cash contribution of $29.8 million (the “TW Cash Contribution”) for 

which they would receive an 85% interest in the Project.  3 Eau Claire would retain a 15% 

contribution with their initial contribution of the Lands being deemed to have a value of $5.2 

million; 

50.2. 3 Eau Claire has indicated previously that Tri-Win is an acceptable joint venture partner; 

50.3. 3 Eau Claire confirmed that the TW Cash Contribution, net of commission and professional 

fees, would be made available to 3 Eau Claire’s creditors; and  

50.4. The Tri-Win JV Offer originally included a due diligence period to October 18, 2014.  The 

Trustee inquired as to whether Tri-Win was able to shorten the due diligence period and Tri-

Win indicated that they may be willing to do so.  As at the date of this report, Tri-Win had not 

yet confirmed how much they would be willing to shorten the due diligence period. 

51. The Tri-Win JV Offer was in compliance with the terms of the Submission Process in that: 

51.1. As reported above, Tri-Win provided proof that the Minimum Deposit had been paid into trust 

with their legal counsel and provided adequate Proof of Financing. 

52. The Trustee cannot estimate the potential recoveries to the creditors from the Tri Win JV Offer as the 

amount of any postponement of the KDIC indebtedness is not known at this time.  
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Proposal from Bosa (the “Bosa Proposal”) 

53. Bosa provided an offer in the form of a BIA Proposal which they contemplated would be filed by a 

Receiver to the exclusion of 3 Eau Claire. We highlight the following with respect to the Bosa 

Proposal: 

53.1. The Bosa Proposal provides for a gratuitous payment of $500,000 to the shareholders of 3 Eau 

Claire in order to secure the transfer of 3 Eau Claire’s shares to Bosa; and 

53.2. The Bosa Proposal provides for a distribution to creditors under two scenarios.  In both 

scenarios, Bosa pays KEB, the first registered mortgage holder, in full upon Court approval of 

the Proposal and takes an assignment of KEB’s secured claim. 

54. In the first scenario (“Scenario 1”), Bosa would finish and sell the Project with further creditor 

distributions being available only upon the successful completion of the Project.  In this scenario, 

Bosa anticipates that creditors could receive 100% of their claims; however, Bosa indicates that it 

could take 4.5 years after Court approval of a BIA Proposal to complete the Project.  We note as 

follows with respect to Scenario 1: 

54.1. As reported above, Bosa has taken the position that the claim of 1713744 should be postponed 

to the claims of the other creditors.  The Trustee inquired as to how the distribution available to 

the creditors may change in the event that the 1713744 Claim was not postponed.  Bosa 

indicated that, in that case, under Scenario 1 they would either include 1713744 in the group of 

unsecured creditors, who were entitled to a maximum of $1.8 million or, in the event that the 

Project profits exceeded $40.0 million, they would be willing to share all profits above that 

threshold on a 75%/25% ratio with 75% going to 1713744 to the extent of their claim; 

54.2. The scheme of distribution suggested by Bosa under Scenario 1 is contingent on the Project 

generating at least $40.0 million in profits; and 

54.3. The payments contemplated in the Bosa Proposal see Bosa withdrawing profits from the 

Project in advance of payments being made to 3 Eau Claire’s unsecured creditors and, in 

addition, contemplates that certain creditors with similar claims and security positions will be 

treated differently.   

55. Under the second scenario (“Scenario 2”), Bosa will elect not to complete the Project with notice of 

same to be given to creditors within 15 months of Court approval of the Proposal (subject to any 

extension of this period that may be approved by any inspectors appointed in the estate).  Bosa will 

then market and sell the Lands.  In advance of the other creditors sharing in the sale proceeds, Bosa 

will be reimbursed for its costs to market and sell the Lands and for its costs, since Court approval of 

the Proposal, to proceed with the Project or sell the Lands.  The remaining creditors will be paid 

according to their established priorities.  Bosa indicates that the intention of Scenario 2 is that 

creditors would be treated in the same manner as if the Lands been sold at the outset, but the 

Trustee notes that creditors may be prejudiced to the extent that there would be an additional 15 
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month delay in any recovery of their claim and that they would be agreeing to allow an unknown 

quantum of costs to rank ahead of their claims.  

56. The Bosa Proposal is contingent on KDIC agreeing to postpone its entire indebtedness until such 

time as the Project is complete and this may be a significant challenge based on the KDIC Letter.  

57. The Bosa Proposal was in compliance with the terms of the Submission Process in that: 

57.1. The transaction was not subject to any due diligence; 

57.2. Bosa provided the Minimum Deposit to the Trustee in the form of a bank draft; and 

57.3. Bosa provided a comfort letter from the Canadian Imperial Bank of Commerce, indicating that 

they had adequate financial resources to complete the transaction. 

Summary of Post-Aug 1 Offers for a Joint Venture Partnership/ BIA Proposal 

58. The Tri-Win JV Offer includes a higher cash contribution than the Concord Offer (subject to any 

increase in the cash contribution by Concord in light of the KDIC Letter, as discussed previously); 

however, it appears to have a higher closing risk in that the Tri-Win JV Offer includes a slightly longer 

due diligence period and more extensive due diligence than the Concord Offer.   In addition, Concord 

appears to have more relevant experience as it is currently completing a building similar to the Project 

in the Eau Claire area of Calgary.  Even in the event that Concord increased the Concord Cash 

Contribution based on the increase in the Postponement Amount, Tri-Win’s larger cash contribution 

would provide more for 3 Eau Claire’s unsecured creditors.  As Tri-Win has provided the Minimum 

Deposit and the Proof of Financing, the Trustee is of the opinion that the Tri-Win JV Offer is the more 

beneficial of the two offers for a joint venture partnership. 

59. The recovery provided for in the Bosa Proposal could potentially be higher than that contemplated in 

the Tri-Win JV Offer; however, the timing and quantum of the payments to be made pursuant to the 

Bosa Proposal are highly uncertain and, should Bosa elect not to complete the Project, the recovery 

to creditors could be substantially less than if an offer for outright purchase or joint venture was 

completed today.  Based on the fact that the Bosa Proposal contemplates no payments to KDIC until 

Project completion and, in light of the KDIC Letter, it is questionable whether the Bosa Proposal 

would be accepted by KDIC.  As such, the Trustee believes that some of the other offers allow for a 

more certain and timely and potentially higher recovery to 3 Eau Claire’s creditors. 

60. All of the joint venture partnerships are contingent on a KDIC postponement which, as outlined earlier 

and in the KDIC Letter, will make any BIA Proposal very challenging to complete. 

61. Copies of all of the Post-Aug 1 Offers will be available at the August 15 Hearing. 
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Conclusion 

62. Based on its review of the Post-Aug 1 Offers, the Trustee concludes as follows: 

62.1. The Tri-Win JV Offer is estimated to provide the more certain and timely recovery to 3 Eau 

Claire’s’ creditors, however, and as with all of the joint venture proposals, the Tri-Win JV Offer 

is conditional on KDIC agreeing to a postponement of its debt to 3 Eau Claire.  Based on the 

KDIC Letter, the increased debt amount set out therein, the KDIC Conditions, and the 

uncertainty around the amount and timing of the approval of any postponement by KDIC, a BIA 

Proposal will be challenging to complete.   

62.2. In the event that KDIC does not agree to a postponement of a portion of their indebtedness, 

neither 3 Eau Claire nor any party would be in a position to make a viable BIA Proposal and 

the Bentall Offer would provide for the highest, most timely and most certain recovery to 3 Eau 

Claire’s creditors. 
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Stikeman Elliott LLP Barristers & Solicitors

4300 Bankers Hall West, 888 - 3rd Street SW., Calgary, Alberta T2P 5C5
Tel: (403) 266-9000 Fax: (403) 266-9034 www.stikeman.com

Michael E. Mestinsek
Direct: (403) 266-9078
E-mail: rnrnestinsek@stiiceman.com

BY EMAIL August 13, 2014
File No.: 135550-1002

Deloitte Restructuring Inc. 3 Eau Claire Developments Inc.
700 Bankers Court #102, 615 — 3 Avenue SW
850-2 Avenue SW Calgary, AB T2P 0G6
Calgary, AB T2P 0R8 Attention: James Park, Andrew Lee and
Attention: Vanessa A. Grant, Jeff James Kang
Keeble

Dear Sirs/Madam:

Re: 3 Eau Claire Developments Inc. (“3 Eau Claire”); Proposals
for Partial Payment to Korea Deposit Insurance Corporation

We are counsel for Korea Deposit Insurance Corporation (“KDIC”) with
respect to the above noted matter. All capitalized terms herein shall bear the
meanings set out in the Third Supplemental Report of the Trustee dated July 30, 2014
in court action number 25-1859192 (the “Report”), unless otherwise indicated.

KDIC is the beneficiary of the interest of Computershare Trust Company of
Canada, which is the second place registered mortgage holder in respect of the
Lands by virtue of the Computershare Mortgage. The outstanding principal balance
of the Computershare Mortgage is approximately $19.8 million (KRW 19.8 billion)
with an additional amount of approximately $15.7 million (KRW 15.7 billion) owing
on account of accrued interest as of June 30, 2014.

In July 2013, 3 Eau Claire proposed a partial repayment plan to our client that
would provide an immediate payment of $13.0 million (KRW 13.0 billion) and an
additional payment of $6.8 million (KRW 6.8 billion) plus interest, which would CALGARY

accrue interest at an agreed rate, to be paid when the Project is completed (the VANCOUVER

“Payment Proposal”). Based on its evaluation of a land and feasibility study with
respect to the project, KDIC accepted the Payment Proposal. However, 3 Eau Claire

TORONTO

failed to fulfill its conditions by failing to make an immediate payment of $13.0 MONTRÉAL

million (KRW 13.0 billion) in accordance with the Payment Proposal.
OTTAWA

3 Eau Claire then proposed a second partial payment plan to our client in NEWYORK

accordance with a draft Acknowledgement and Confirmation Agreement circulated
LONDON

SYDNEY

607590 vi



STIKEMAN ELLIOTT
2

on or about August 3, 2014, which is referenced as the “Confirmation Letter” in
paragraph 19 of the Report. This new proposal would, among other things, provide
an immediate payment of $10.0 million (KRW 10.0 billion) and an additional
payment of $9.8 million (KRW 9.8 billion), which would accrue interest at an agreed
rate, to be paid when the Project is completed (the “Confirmation Letter”).

In the Report, it is suggested by the Trustee that the Confirmation Letter is in
the process of being considered by KDIC with an approval expected within 30 days
of the issuance of the Confirmation Letter. We have been advised by our client that
these statements are inaccurate.

In order for KDIC to consider accepting any proposal for repayment of the
amounts owed by 3 Eau Claire, it requires confirmation that the proposal has been
approved by all of 3 Eau Claire’s creditors, or, alternatively, by the court. KDIC is
willing to review the proposal as set out in the Confirmation Letter if and when it is
provided with one or more of the approvals referenced above.

However, since the Payment Proposal was made, the total amount owed by 3
Eau Claire to KDIC, including both the principal and interest, has increased from
$30.6 million (KRW 30.6 billion) to approximately $35.5 million (KRW 35.5 billion) as
of June 30, 2014. This represents a substantial deviation from the financial conditions
extant when the Payment Proposal was approved. As a result, KDIC needs to
acquire an additional approval from the internal review council before it can accept
the proposal as set out in the Confirmation Letter. That approval will likely not be
forthcoming in the absence of pre-paying KDIC for certain expenses associated with
the cost of KDIC’s land evaluation, feasibility study and its legal expenses in order to
prepare the report to the KDIC internal review council, which at this time total
approximately $80,000 (KRW 80.0 million).

Once the above noted requirements have been satisfied, KDIC’s internal
review of the proposal contained in the Confirmation Letter will take several months
to complete.

Please do not hesitate to contact us should you have any questions related to
the foregoing.

MEM/brn

Yours

607590 vi
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