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CAPACITY AS COURT APPOINTED RECEIVER OF 2220277 ONTARIO INC.

August 25, 2017

A. GENERAL BACKGROUND

1. On August 1, 2017, pursuant to an order (the “Receivership Order”) of this Honourable
Court (the “Court”), A. Farber & Partners Inc. (“Farber”) was appointed receiver (the
“Receiver”), pursuant to section 243(1) of the Bankruptcy & Insolvency Act, R.S.C.
1985, c. B-3 and Section 101 of the Courts of Justice Act, R.S.0. 1990 over all of the
assets, undertakings and properties (the “Property”) of 2220277 Ontario Inc. (the
“Debtor”). A copy of the Receivership Order is attached hereto as Appendix “A”.

2. The Debtor is a corporation incorporated pursuant to the laws of the Province of Ontario.
Mr. Evan Karras (“Karras”) is the sole officer, director, employee and shareholder of the
Debtor.
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The Property includes, without limitation, the real property municipally known as 650
Bay Street and 55 Elm Street located in Toronto, Ontario (the “Real Property”). The
Debtor acquired the Real Property on November 13, 20009.

The Debtor presently has no discernible operations however the Receiver understands
that prior to April 2016 the Debtor operated the hotel at the Real Property. Currently the

Real Property is leased to the following parties:

@) a boutique hotel operated by bE SixFifty Hotel Inc. (“SixFifty””), of which Karras
is the sole director and officer; and

(b) a bistro café called the Food Society operated by 2452482 Ontario Inc. pursuant
to a lease between the Debtor and 2452482 Ontario Inc., dated April 1, 2017.

Eight parties, including the Applicant, hold mortgages/charges registered against the Real
Property with a total face value of approximately $13.25 million (additional amounts are
alleged to be secured by the mortgages increasing the total indebtedness to approximately
$15 to $20 million). There are also various PPSA registrations against the Debtor, source
deduction amounts owing to Canada Revenue Agency (“CRA”), property taxes

outstanding and various unsecured creditors.

B. PURPOSE OF THE REPORT

6.

The purpose of this Receiver’s Third Report to the Court (the “Third Report”), is to
report to the Court on the status of the production of the Debtor’s books and records and

seek an order of the Court:

@ Directing known legal counsel to the Debtor to deliver all Records (as defined in
the Receivership Order) within their possession and control forthwith to the
Receiver, with the exception of Records subject to litigation privilege;

(b) Directing Musa Suleman, the Debtor’s accountant, and Royce Luong, the
Debtor’s bookkeeper to forthwith deliver to the Receiver all Records within their

possession and control; and
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(© Directing Evan Karras to submit to examination under oath by the Receiver on or
before September 12, 2017.

C. DISCLAIMER

7.

In preparing this Third Report the Receiver has relied upon the unaudited, draft and/or
internal financial and other information provided by the sole director and officer of the
Debtor, its advisors, and other third party sources. Farber has not independently
reviewed or verified such information. The Receiver has prepared this Third Report for

the sole use of the Court and of the other stakeholders in these proceedings.

D. DOCUMENT PRODUCTION

8.

10.

As set out in the First Report to the Court, dated August 9, 2017 (the “First Report”), the
Supplemental Report to the First Report, dated August 14, 2017 (the “First
Supplemental Report”), and the Second Report, dated August 21, 2017 (the “Second
Report”), the Receiver has faced ongoing difficulty obtaining the Debtor’s books and
records from the Debtor and Karras. Copies of the First Report, the First Supplemental
Report, and the Second Report (without duplicated appendices) are attached hereto as

Appendices “B”, “C” and “D”, respectively.

The August 15, 2017 endorsement of the Honourable Regional Senior Justice Morawetz
(the “Endorsement”), directed Karras to produce the books and records of the Debtor
within his possession and control on that same day and provided that certain additional
information was to be produced on a best efforts basis by 5:00 p.m. Friday August 18,
2017. The Endorsement also required the Receiver to provide a report thereon to be
delivered to the Court no later than 12:00 p.m. Monday August 21, 2017. A copy of the

Endorsement is attached hereto as Appendix “E”.

The Receiver served and filed the Second Report in accordance with the Endorsement
and appeared before Morawetz R.S.J. on August 21, 2017 to update the Court in respect
of its ongoing issues obtaining the Records. No order was made by the Court on that
date.
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To date, Karras has delivered to the Receiver a number of documents attached to emails,
an envelope containing certain documentation from the Debtor’s accountant and a USB
key with certain financial information. The Receiver is not in receipt of any “box” of
documents, as promised by Karras during the appearance before Morawetz R.S.J. on
August 21, 2017.

Many basic business documentation remains outstanding and those documents that have
been produced are incomplete and in most cases lead to further questions and require
additional follow up by the Receiver.

Since the date of the Second Report, the Receiver has received the following additional

documents from Karras:
@) Pink slip in respect of four (4) motor vehicles owned by the Debtor;

(b) Trust agreements between the Debtor and Karras providing that four motor

vehicles are held in trust by the Debtor for the benefit of Karras personally;
(© Vehicle odometer readings for three (3) of the motor vehicles;

(d) Management prepared financial statements for 2015-2017 and a current trial

balance based on the information in the Debtor’s Quickbooks records;
(e) Contact information for creditors, not including mortgagees;

()] Letter from Murphy & Company regarding the Debtor’s settlement with the CRA
in respect of unpaid source deductions;

(@)  Two pages to supplement the corporate minute book information;

(h) Loan schedule, without supporting documents, summarizing advances made
personally by Karras to the Debtor up to December 30, 2016 totalling
$2,438,995.24;

(1 Envelope of documents from the Debtor’s accountant/bookkeeper containing the

following:
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Q) Lease, dated August 15, 2011, between the Debtor and the former
restaurant operator, Sliced Gourmet Inc.;

(i) File folder labelled “2016 Receipts” containing primarily receipts for
various fire protection, office supplies and repairs and maintenance type
suppliers;

(iii)  File folder with miscellaneous 2015 and prior correspondence and
mortgage statements with the Applicant in these proceedings;

(iv) 2016 and 2017 hydro invoices for the hotel and the restaurant;
(v) 2016 and 2017 Enbridge invoices; and
() USB key from accountant/bookkeeper containing the Debtor’s Quickbooks

records.

At this time, the Receiver has not received any of the following documents, among

others:

@) Mortgage documentation, including correspondence with any of the eight (8)
mortgagees on the Real Property (other than limited correspondence with the

Applicant);

(b) Banking information (with the exception of certain cheque stubs for 2016 and
2017);

(©) Correspondence between the Debtor and any parties, including tenants;

(d) Files relating to any of the PPSA registrants including motor vehicle lease

documentation;

(e Invoices, contracts and other documentation with service providers, contractors

and suppliers (other than the limited documentation described above);
() Supporting documentation showing the amounts owed to creditors;

(9) Full corporate minute book and share register;
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(h) Documents with respect to the purchase by the Debtor of property adjacent to the

Real Property and the subsequent same-day sale of same in 2016; and

Q) Documentation with respect to pre-receivership and refinancing sales efforts (with

the exception of an unconsummated share transfer agreement).

Karras has verbally represented to the Receiver that most of the Records requested by the
Receiver simply do not exist. The Receiver fails to understand how a company can
mortgage its Real Property to eight separate parties, owe in excess of $13 million to such
mortgagees, plus amounts to the CRA and others, operate a hotel and otherwise carry on
business in the complete absence of any mortgage documentation, correspondence,

banking information and other basic business records.

In the Receiver’s experience, a company with these types of operations and business
dealings should, at a minimum, have all of the types of documents the Receiver has

requested over the past three weeks.

The Receiver is requesting authority to examine Karras under oath to confirm the reason
for the absence of the Records and ascertain the interests of the Debtor, if any, in the

properties adjacent to the Real Property and any other property.

Karras represented to the Receiver that he has an interest in the properties adjacent to the
Real Property at 57, 59 and 61 EIlm Street, Toronto (the “Elm Street Properties”), which
are owned by holdco companies (the “Elm Street Holdcos”). The Receiver cannot
determine if 222 has an interest in the EIm Street Properties. In this respect, the Receiver

is aware of the following:

@ the Debtor purchased for $2 million then sold on the same day (August 2, 2016)
for $2.4 million the 61 EIm Street property to one of the EIm Street Holdcos;

(b) the Debtor’s Quickbooks accounting records shows at least seven 2016 payments
to Keyser Mason Ball LLP (“Keyser Mason’) with the notations “Purchase of 61
Elm Street” or “Purchase of 57 and 59 Elm Street”;
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(© a collateral mortgage registered against the Real Property in favour of Am-Stat

Corporation also secures mortgage(s) registered on the EIm Street Properties;

(d)  the Debtor leased the patio to the Restaurant even though the patio is on the EIm
Street Holdcos’ properties and, pursuant to Karras, the arrangement whereby the
Restaurant has use of the patio was a verbal agreement between himself and the
Elm Street Holdcos;

(e) the legal structure, ownership of the Debtor and ultimate beneficiaries of the
Debtor’s Property and the EIm Street Properties is unclear given the
representations and information provided by Karras in his Affidavit, sworn May
31, 2017 (the “Karras Affidavit”), filed in response to the Applicant’s original
receivership application and attached hereto as Appendix “F” (without
appendices). Specifically paragraph 36 of the Karras Affidavit states “This
Partnership was formed as a result of a Joint Venture Agreement between the
Respondent and some Investors” where “Respondent” is defined as the Debtor;

and

()] the blanket insurance policy in respect of the Real Property includes, as other
insured properties, the EIm Street Properties and the insurance broker originally
advised the Receiver that the Debtor was also listed as the owner of the 61 EIm

Street property.

With respect to (a) above, attached hereto as Appendix “G” is a copy of the parcel
register, dated August 14, 2017, in respect of the 61 EIm Street property. Attached hereto

“I”

as Appendices “H” and “I” are copies of the transfers registered on title in respect of the
purchase of the 61 EIm Street property by the Debtor and the immediate transfer of the

property to one of the EIm Street Holdcos.

When speaking with Karras about the quick-flip of the 61 EIm Street property, Karras
denied that 222 bought and sold the property, even when he was informed that the
transaction shows on the parcel registry. Based on the Receiver’s review of the

accounting records provided to date, there are no revenues recorded in respect of the
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quick-flip of 61 EIm Street, however, as noted above, at least seven of the entries shows

that the Debtor paid legal fees in respect of the sale of all of the EIm Street Holdcos.

With respect to the ownership structure of the Debtor, Karras has made conflicting
representations in these proceedings. Attached as Exhibit “B” to the Karras’ Affidavit is
an executed Share Transfer Agreement, dated July 29, 2016 (the “Share Transfer
Agreement”), providing for the transfer of all outstanding shares of the Debtor from
Karras personally to 650 Bay Limited Partnership. A copy of the Share Transfer
Agreement is attached hereto as Appendix “J”. Karras advised the Receiver that the

transaction contemplated by the Share Transfer Agreement did not close.

Contrary to the representations in the Share Transfer Agreement that Karras personally
owns the shares of the Debtor, the Statement of Claim, dated March 1, 2017, issued by
the Debtor and certain related companies naming Intact Insurance Company as defendant,
states that 2296528 Ontario Inc. (another Karras entity) is the parent company of the
Debtor. The Receiver has not received the share register in respect of the Debtor (if one
exists) and has been unable to confirm the legal structure, ownership of the Debtor and
ultimate beneficiaries of the Debtor’ Property.

Certain of the documents and information obtained by the Receiver are inconsistent with
other representations in the Karras Affidavit. For example, in paragraph 41 of the Karras
Affidavit, Karras represented that the hotel had annual profits of approximately $700,000.
However, the accounting records recently received by the Receiver for 2015 and 2016 do

not reconcile with this statement.

The authority to examine Karras is sought for the purpose of enabling the Receiver to
properly discharge its duties and maximize the value of the Property for the benefit of all

stakeholders, including Karras as an unsecured creditor.

At this time, the Receiver has numerous questions regarding the Property and the
Records, which it expects will be best answered by way of examination of Karras. These

questions include:
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Details of the transaction in respect of 61 EIm Street including the use of funds

from the sale;

The nature of the Debtor’s interest, if any, in the EIm Street Properties, including
but not limited to:

Q) the terms of any written or verbal arrangements among Karras, the EIm
Street Holdcos and the Debtor;

(i) the ability of the Debtor to lease the patio situated on the EIm Street
Properties;

(iii)  potential interest of the Debtor in the Joint Venture Agreement, the
Limited Partnership Agreement (each as defined in the Karras Affidavit)
and/or the EIm Street Properties directly; and

(iv)  why the Debtor paid approximately $83,000 in legal fees in 2016 as they
related to “Purchase of 61 Elm Street”, “Purchase of 57 and 59 Elm
Street” and “650 Bay Limited Partnership”;

Karras’ relationship to potential purchasers of the Real Property;

Amounts outstanding under the mortgages and an accounting in respect of the use

of the mortgage proceeds;
Details regarding the collateral mortgages registered against the Real Property;

Names of the current shareholders of the Debtor and their relative percentage of

holdings;

The arrangements with respect to the leases of the Mercedes and the purported
transfer of same to Karras personally;

Details as to the $5 million Karras verbally claims is owed to him by the Debtor;
Details regarding payments made by SixFifty on behalf of the Debtor;

Details as to the other liabilities of the Debtor, including to CRA, unsecured
creditors and others;
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Details as to other potential assets of the Debtor including equity in any of the
assets leased to the Debtor per the PPSA, potential HST input tax credit refunds,
interest in the actions against Intact Insurance Company and if any other actions
have been commenced by the Debtor;

Payment details regarding the payment plan with CRA including the party who
issued post-dated cheques to CRA;

Information regarding the Debtor’s claim against Intact Insurance Company in
respect of the 2016 flood and why, per Alfred Schorr (“Schorr”) Karras’
litigation counsel, the Debtor as the hotel operator at the time of the 2016 flood

has no interest in the $748,341 business interruption claim under the policy;

Accounting from Karras to support his assertion that the hotel had annual profits
of approximately $700,000;

Confirmation of the current ownership structure of the Debtor and potential

beneficiaries of the sale of the Real Property;

Details of two outstanding building code matters which are apparently subject to
final inspection but for which the Debtor has no records and the impact on these
issues, and any other licencing or code matters that may exist, on the restaurant

tenant’s lease and their ability to secure a liquor licence; and

Details on the $1,656,016.05 Long Term Receivable recorded in the Debtor’s

accounting records.

The alleged non-existence of key books and records is of concern to the Receiver. The

lack of full disclosure and documentation to verify the limited disclosure received to date

is frustrating the Receiver’s efforts to determine and verify the Property of the Debtor and

any additional interests that may attach to the Real Property that impact the Receiver’s

sales efforts.

Karras is the sole controlling mind, sole owner (apparently through a holding company),

sole director and sole (unpaid) employee of the Debtor. The Receiver believes that
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Karras is the best source of documentation and information in respect of the Debtor and

its business.

E. RECORDS IN POSSESSION OF OTHERS

28.

29.

30.

31.

The Receiver is aware of three law firms that provided legal services to the Debtor prior
to the receivership: Schorr, Keyser Mason and Affleck Green McMurtry LLP (“Affleck
Greene”).

Schorr has been the Debtor’s litigation counsel throughout these proceedings. Based on a
review of the information obtained or provided to the Receiver to date, the Receiver is

aware that, prior to the receivership:

@) Keyser Mason provided legal services to the Debtor, including with respect to the
purchase of the EIm Street Properties and certain of the mortgages; and

(b) Affleck Greene was paid for legal services to the Debtor, which the Receiver has

no details of.

The Receiver is requesting the Court direct such counsel to deliver to the Receiver any
Records within their possession to assist the Receiver in discharging its duties and

obtaining any Records it can in respect of the Debtor.

The Receiver received certain limited documentation from Karras on August 23, 2017
which he stated were provided by the Debtor’s accountant and bookkeeper. The Receiver
will be contacting both the accountant and the bookkeeper seeking to confirm that all
Records of the Debtor within their possession and control were provided to, and by,

Karras.

F. SALES PROCESS

32.

By Notice of Motion, dated August 9, 2017, the Receiver brought a motion seeking
approval of a sales process in respect of the Property. Due to the receipt of a stalking
horse bid on the eve of the motion, the Receiver adjourned the original motion in order to
consider the stalking horse offer. The Receiver is in the process of obtaining valuations

in respect of the Real Property and, in light of the limited amount of Records received to
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date and the inconsistencies in the information Receiver has received, the Receiver is not
confident it has an adequate understanding of the Property of the Debtor and its value to

recommend a suitable sales process to this Honourable Court at this time.

33.  As such, the Receiver seeks an adjournment of its motion for approval of a sale process
until such time as the Receiver is in a position to make a recommendation to this

Honourable Court as to the proper course of action.

G. RECOMMENDATIONS
34.  The Receiver respectfully requests that this Honourable Court make an order granting the

relief sought by the Receiver in its Notice of Motion, dated August 24, 2017.

ALL OF WHICH IS RESPECTFULLY SUBMITTED
THIS 25th DAY OF AUGUST, 2017.

A. Farber & Partners Inc. in its capacity as Court

Appointed Receiver of 222027 Ontario Inc.
and not in its personal or corporate capacity

Per:

Name: John Hendriks
Title: Vice President
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2220277 ONTARIO INC.
Respondent

APPLICATION UNDER SUBSECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT, R.S.C. 1985, C. B-3, AS AMENDED, AND SECTION 101 OF THE COURTS OF
JUSTICE ACT, R.8.0. 1990, C. C.43, AS AMENDED

ORDER

(appointing Receiver)
THIS APPLICATION made by the Applicant for an Order pursuant to section 243(1) of
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the "BIA") and section 101
of the Courts of Justice Act, R.S.0. 1990, ¢. C.43, as amended (the "CJA") appointing A, Farber
& Partners Inc. as receiver (the "Receiver") without security, of Vall of the assets, undertakings
and properties of the Respondent, 2220277 Ontario Inc. (the "Debtor") acquired for, or used in

relation to a business carried on by the Debtor, was heard this day at 330 University Avenue,

Toronto, Ontario.

Doc#3966454v2
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ON READING the affidavit of Zaherali Visram sworn May 15, 2017 and the Exhibits
thereto, the Reply Affidavit of Zaherali Visram sworn June 7, 2017 and the Exhibits thereto, the
Affidavit of Evan Karras sworn May 31, 2017 and the Exhibits thereto, and the Minutes of
Settlement and Endorsement of Justice Conway dated July 14, 2017, and on hearing the

submissions of counsel for the Applicant, and on reading the consent of A. Farber & Partners

Inc. to act as the Receiver,

APPOINTMENT
1. THIS COURT ORDERS that pursuant to section 243(1) of the B/A4 and section 101 of

the CJA, A. Farber & Partners Inc. is hereby appointed Receiver, without security, of all of the
assets, undertakings and properties of the Debtor acquired for, or used in relation to a business
carried on by the Debtor, including all proceeds thereof (the "Property”), which includes,

without limitation, the real property municipally known as 650 Bay Street and 55 Elm Street,

Toronto, ON and legally described as follows:

PIN 21199-0067 (LT)

Property Description: PT LT 2 PL 60 TORONTO AS IN
CA720524; CITY OF TORONTO

Land Registry Office: #66

RECEIVER’S POWERS
2. 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:

Doc#3966454y2
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to take possession of and exercise control over the Property and any and
all proceeds, receipts and disbursements arising out of or from the

Property;

to receive, preserve, and protect the Property, or any part or parts thereof,
including, but not limited ’to, the changing of locks and security codes, the
relocating of Property to safeguard it, the engaging of independent
secutity personnel, the taking of physical inventories and the placement of

such insurance coverage as may be necessary or desirable;

to manage, operate, and carry on the business of the Debtor, 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

cease to perform any contracts of the Debtor;

to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on
whatever basis, including on a temporary basis, to assist with the exercise
of the Receiver's powers and duties, including without limitation those

conferred by this Order;

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
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to receive and collect all monies and accounts now owed or hereafter
owing to the Debtor and to exercise all remedies of the Debtor in
collecting such monies, including, without limitation, to enforce any

security held by the Debtor;
to settle, extend or compromise any indebtedness owing to the Debtor;

to execute, 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 purpose pursuant to this Order;

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

to market any or all of the Property, including advertising and soliciting
offers in respect of the Property or any part or parts thereof 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 part or parts
thereof out of the ordinary course of business with the approval of this

Court, and in such case notice under subsection 63(4) of the Ontario
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Personal Property Security Act, or section 31 of the Ontario Mortgages

Act, as the case may be, shall not be required,;

to apply for any vesting order or other orders necessary to convey the
Property or any part or parts thereof to a purchaser or purchasers thereof,

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

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

terms as to confidentiality as the Receiver deems advisable;

to 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

Debtor;

to enter into agreements with any trustee in bankruptcy appointed in
respect 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;
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® to take any steps reasonably incidental to the exercise of these powers or

the performance of any statutory obligations;

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

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

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

3. THIS COURT ORDERS that (i) the Debtor, (ii) all of its current and former directors,
officers, employees, agents, accountants, legal counsel and shareholders, and all other persons
acting on its instructions or behalf, and (iii) all other individuals, firms, corporations,
governmental bodies or agencies, or other entities having notice of this Order (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 confrol, shall grant

immediate and continued access to the Property to the Receiver, and shall deliver all such

Property to the Receiver upon the Receiver's request.

4, THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of the Debtor, and any computer programs, computer tapes, computer disks, or other data
storage media containing any such information (the foregoing, collectively, the "Records") in
that Person's possession or control, and shall provide to the Receiver or permit the Receiver to
make, retain 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

Doc#3065454v2
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nothing in this paragraph 4 or in paragraph S of this Order shall require the delivery of Records,
or the granting of access to Records, which may not be disclosed or provided to the Receiver due

to the privilege attaching to solicitor-client communication or due to statutory provisions

prohibiting such disclosure.

5. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
papet or making copies of computer disks or such other manner of retrieving and copying the
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 assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other system and

pro‘)iding the Receiver with any and all access codes, account names and account numbers that

may be required to gain access to the information.

6. THIS COURT ORDERS that the Receiver shall provide each of the relevant landlords
with notice of the Receiver’s intention to remove any fixtures from any leased premises at least
seven (7) days prior to the date of the intended removal. The relevant landlord shall be entitled
to have a representative present in the leased premises to observe such removal and, if the
landlord disputes the Receiver’s entitlement to remove any such fixture under the provisions of

the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any

Doc#3965454v2
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applicable secured creditors, such landlord and the Receiver, or by further Order of this Court

upon application by the Receiver on at least two (2) days notice to such landlord and any such

secured creditors.

NO PROCEEDINGS AGAINST THE RECEIVER

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

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

NO PROCEEDINGS AGAINST THE 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 and remedies against the Debtor, the Receiver,

or affecting the Property, are hereby stayed and suspendéd except with the written consent of the
Receiver or leave of this Court, provided however that this stay and suspension does not apply in
respect of any "eligible financial contract” as defined in the BI4, 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 carry on, (ii) exempt the Receiver or the Debtor from
compliance with statutory or regulatory provisions relating to health, safety or the environment,

(iii) prevent the filing of any registration to preserve ot perfect a security interest, or (iv) prevent

the registration of a claim for lien.
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NO INTERFERENCE WITH THE RECEIVER
10. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere

with, repudiate, terminate or cease to perform any right, renewal right, contract, agteement,

licence or permit in favour of or held by the Debtor, without written consent of the Receiver or

leave of this Court.

CONTINUATION OF SERVICES
11. 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 limitation, all computer software, communication and other data services, centralized
banking services, payroll services, insurance, transportation services, utility or other services to
the Debtor are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to the continued use of the 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 accordance with normal 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 be ordered by this Court.

RECEIVER TO HOLD FUNDS
12. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms

of payments received ot collected 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 Property and the

collection of any accounts receivable in whole or in part, whether in existence on the date of this
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Order or hereafter coming into existence, shall be deposited into one or more new accounts to be
opened by the Receiver (the "Post Receivership Accounts") and the monies standing to the
credit of such Post Receivership Accounts 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. The Receiver shall not be liable for any employee-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 to pay, 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.

PIPEDA
14,  THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal

Information Protection and Electronic Documents Act, the Receiver shall disclose 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"). Each prospective purchaser or bidder to
whom 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 entitled to continue to use the personal
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information provided to it, and related to the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by the Debtor, and shall return all

other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

15. THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession") of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in
pursuance of the Receiver's duties and powers under this Order, be deemed to 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 obligation as a

result of its appointment or the carrying out the provisions of this Order, save and except for any
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gross negligence or wilful misconduct 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 Receiver by section 14.06 of the BI4 or by

any other applicable legislation.

RECEIVER'S ACCOUNTS
17.  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 unless
otherwise ordered by the Court on the passing of accounts, 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 making of
this Order in 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, mortgages, charges and
encumbrances, statutory ot otherwise, in favour of any Person, but subject to sections 14.06(7),

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

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 are

hereby refetred to a judge of the Commercial List of the Ontario Superior Court 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 apply reasonable amounts, out of the monies in its hands, against
its fees and disbursements, including legal fees and disbursements, incurred at the standard rates

and charges of the Receiver or its counsel, and such amounts shall constitute advances against its

remuneration and disbursements when and as approved by this Court.
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FUNDING OF THE RECEIVERSHIP
20.  THIS COURT ORDERS that the Receiver be 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
$250,000 (or such greater amount as this Court may by further Order authorize) at any time, at
such rate or rates of interest as it deems advisable for such period or periods of time as it may
arrange, for the purpose of funding the exercise of the powers and duties conferred upon the
Receiver by this Order, including interim expenditures. The whole of the Property shall be and
is hereby charged by way of a fixed and specific charge (the "Receiver's Borrowings Charge")
as security for the payment of the monies borrowed, together with interest and charges thereon,
in priority to all security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subordinate in priority to the Receiver’s Charge and the

charges as set out in sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.

21.  THIS COURT ORDERS that neither the Receiver's Borrowings Charge nor any other

security granted by the Receiver in connection with its borrowings under this Order shall be

enforced without leave of this Court.

22. THIS COURT ORDERS that the Receiver is at liberty and authorized to issue
certificates substantially in the form annexed as Schedule "A' hereto (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 borrowed by the Receiver

pursuant to this Order or any further order of this Court and any and all Receiver’s Certificates
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evidencing the same or any part thereof shall rank on a pari passu basis, unless otherwise agreed

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

SERVICE AND NOTICE
24, THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the

“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at http://www.ontariocourts.ca/sci/practice/practice-directions/toronto/e-service-

protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute
an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of
documents in accordance with the Protocol will be effective on transmission. This Court further

orders that a Case Website shall be established in accordance with the Protocol.

25.  THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Receiver is at liberty to serve or distribute this Order, any
other materials and orders in these proceedings, any notices or other correspondence, by
forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile
transmission to the Debtor's creditors or other interested patties at their respective addresses as
last shown on the records of the Debtor and that any such service or distribution by courier,
personal delivery or facsimile transmission shall be deemed to be received on the next business

day following the date of forwarding thereof, or if sent by ordinary mail, on the third business

day after maiﬁng.
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26. THIS COURT ORDERS that the Applicant, the Receiver and their respective counsel
are at liberty to serve or distribute this Order, any other materials and orders as may be
reasonably required in these proceedings, including any notices, or other correspondence, by
forwarding true copies thereof by electronic message to the Applicant’s creditors or other
interested parties and their advisors. For greater certainty, any such distribution or service shall
be deemed to be in satisfaction of a legal or juridical obligation, and notice requirements within

the meaning of clause 3(c) of the Electronic Commerce Protection Regulations, Reg. 81000-2-

175 (SOR/DORS).

GENERAL
27.  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.

28. THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from

acting as a trustee in bankruptcy of the Debtor.

29, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give
effect to this Order 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

Coutt, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.

30, THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized and

empowered to apply to any court, tribunal, regulatory or administrative body, wherever located,
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for the recognition of this Order and for assistance in carrying out the terms of this Order, and
that the Receiver is authorized and empowered to act as a representative in respect of the within

proceedings for the purpose of having these proceedings recognized in a jurisdiction outside

Canada,

31. THIS COURT ORDERS that the Applicant shall have its costs of this application, up to
and including entry and service of this Order, provided for by the terms of the Applicant’s
security or, if not so provided by the Applicant's security, then on a substantial indemnity basis

to be paid by the Receiver from the Debtor's estate with such priority and at such time as this
Y Y p Y

Court may determine.

32. THIS COURT ORDERS that any interested 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 or upon such other notice, if any, as this Court may

order.

S ,,

C. lrwin
Registrar

ENTERED AT/ INSCRIT A TORONTO
ON/BOOK NO:
LE / DANS LE REGISTRE NO:

AUG 0 1 2017
]
PER/ PAR:[{“‘
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SCHEDULE "A"
RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT $

1. THIS IS TO CERTIFY that A, Farber & Partners Inc., the receiver (the "Receiver") of
the aésets, undertakings and properties 2220277 Ontario Inc. (the “Debtor”) acquired for, or
used in relation to a business carried on by the Debtor, including all proceeds thereof
(collectively, the “Property”) appointed by Order of the Ontario Superior Court of Justice
(Commetcial List) (the "Court") dated the 1* day of August, 2017 (the "Order") made in an
application having Court File No. CV-17-11811-00CL, has received 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 to the Order.

2, The principal sum evidenced by this certificate is payable on demand by the Lender with
interest thereon calculated and compounded [daily][monthly not 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 Order, together with the
principal sums and interest thereon of all other certificates issued by the Receiver pursuant to the
Order or to any further order of the Coutt, a charge upon the whole of the Property, in priority to
the security interests of any other 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.
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4, All sums payable in respect of principal and interest under this certificate are payable at

the main office of the Lender at Toronto, Ontario.

5. Until all liability in respect of this certificate has been terminated, no certificates creating
charges ranking or purporting to rank in priority to this certificate shall be issued by the Receiver

to any person other than the holder of this certificate without the prior written consent of the

holder of this certificate.

6. The charge securing this certificate shall operate so as to 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 Receiver 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 Order.

DATED the day of ,20 .

A.FARBER & PARTNERS INC,, solely in its
capacity as Receiver of the Property, and not in
its personal capacity

Per:

Name:
Title:
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APPENDIX “B” to the Third Report to the Court of
A. Farber & Partners Inc. in its capacity as court
appointed Receiver of 2220277 Ontario Inc.




Court File No. CV-17-11811-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

BETWEEN:

ZAHERALI VISRAM
Applicant

-and -

2220277 ONTARIO INC.
Respondent

APPLICATION UNDER SUBSECTION 243(1) OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S.C. 1985, c. B-3, AS AMENDED, AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, c. C.43, AS AMENDED

FIRST REPORT TO THE COURT OF A. FARBER & PARTNERS INC. IN ITS
CAPACITY AS COURT APPOINTED RECEIVER OF 2220277 ONTARIO INC.

August 9, 2017

A. GENERAL BACKGROUND

1. On August 1, 2017, pursuant to an order (the “Receivership Order”) of this Honourable
Court (the “Court”), A. Farber & Partners Inc. (“Farber”) was appointed receiver (the
“Receiver”), pursuant to section 243(1) of the Bankruptcy & Insolvency Act, R.S.C.
1985, c. B-3 and Section 101 of the Courts of Justice Act, R.S.0. 1990 over all of the
assets, undertakings and properties (the “Property”) of 2220277 Ontario Inc. (the
“Debtor”). A copy of the Receivership Order is attached hereto as Appendix “A”.

2. The Debtor is a corporation incorporated pursuant to the laws of the Province of Ontario.
Mr. Evan Karras (“Karras”) is the sole officer and director and majority shareholder of
the Debtor. A copy of the Corporate Profile Report, dated August 3, 2017, in respect of
the Debtor is attached hereto as Appendix “B”.
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The Property includes, without limitation, the real property municipally known as 650
Bay Street and 55 Elm Street located in Toronto, Ontario (the “Real Property”). The
Debtor acquired the Real Property on November 13, 2009.

The Debtor has no discernible operations and the Real Property is leased to the following

parties:

(a) a boutique hotel called the bE SixFifty Hotel (the “Hotel”), which is operated by
bE SixFifty Hotel Inc., a company related to the Debtor, pursuant to a lease dated
July 27, 2016 (the “Hotel Lease”); and

b) a bistro café called the Food Society (the “Restaurant”), which is operated by
2452482 Ontario Inc. pursuant to a lease between the Debtor and 2452482
Ontario Inc., dated April 1, 2017 (the “Restaurant Lease”).

The Hotel and Restaurant currently operate at the Real Property. The Receiver
understands that a spa previously operated in the basement of the Real Property, however

due to a flood, the spa is no longer operational.

The Receiver is not aware of any employees currently employed by the Debtor, however,
based on its review of the limited information it has been provided to date, the Receiver

understands that the Debtor previously operated the Hotel.

Certain background information leading up to the Receiver’s appointment is contained in
the Affidavit of Zaherali Visram, sworn May 15, 2017 (the “Visram Affidavit”), a copy
of which (without exhibits) is attached hereto as Appendix “C”.

B. PURPOSE OF THE REPORT

8.

The purpose of this First Report to the Court of Farber in its capacity as Receiver of the
Debtor (the “First Report”) is to:

(a) report to the Court on the Receiver’s activities from the date of the Receivership

Order to the date of the First Report;

(b) seek an Order of the Court:



(1)

(i)

(iii)

(iv)

W)
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directing Evan Karras to deliver the Records (as defined in the
Receivership Order) to the Receiver, no later than 5:00 p.m. on August 17,
2017. The Records include those documents and information listed in the

draft Order, attached as Tab 3 to the Receiver’s Motion Record;

directing Karras to deliver to the Receiver such other documents and
information in respect of the Debtor, in Karras’ possession and control, as
the Receiver may request, in its discretion, within three (3) business days

of such request;
approving the Sale Process (defined below) in respect of the Property;

authorizing and directing the Receiver to implement the Sale Process and
do all such things as are necessary and desirable to conduct and give effect

to the Sale Process, and to carry out its obligations therein; and

authorizing the Receiver, in its discretion, to extend the timelines set forth
in the Sale Process for a period of up to 30 days without further Order of
the Court.

9. In preparing this First Report the Receiver has relied upon the unaudited, draft and/or

internal financial and other information provided by the sole director and officer of the

Debtor, its advisors, and other third party sources. Farber has not independently

reviewed or verified such information. The Receiver has prepared this First Report for

the sole use of the Court and of the other stakeholders in these proceedings.

D. RECEIVER’S ACTIVITIES

10. Since the issuance of the Receivership Order, the Receiver’s activities have included:

(a) attending at the Real Property to meet with Karras and walk through the premises;

(b) corresponding with Karras and the Debtor’s legal counsel in attempts to obtain the

Records;



(d)

(¢)

®
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(h)
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(k)
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(m)
(n)
(0)

®
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corresponding with legal counsel regarding the matters described herein;
consulting with the Applicant’s legal counsel;

reviewing pleadings with respect to two litigation matters commenced by the

Debtor and one matter which names the Debtor as a defendant;

contacting the Debtor’s insurer and insurance broker to obtain proof of insurance

in respect of the Real Property;

contacting the Debtor’s financial institution to obtain information in respect of the

Debtor’s bank accounts;

contacting the Alcohol and Gaming Commission to confirm whether the

Restaurant and Hotel are licensed to serve liquor;

contacting the motor vehicle leasing company to confirm the insurance details

with respect to the Debtor’s motor vehicles;

contacting CRA regarding outstanding payroll source deductions and HST

amounts owing;
attempting to contact the Debtor’s accountants;

review and consideration of limited information provided by Karras, the Debtor

and other sources;

review of limited documents regarding the current Hotel operations;
discussions with an interested party regarding the sale of the Property;
preparing the Receiver’s website; and

preparing this First Report.
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The Receiver notes that considerable time was incurred seeking information from third
parties, as noted above, given the lack of any documentation provided by Karras before

he left for Europe.

E. DOCUMENT PRODUCTION REQUESTS

12.

13.

14.

The Receivership Order empowers and authorizes the Receiver to, inter alia:

(a) take possession of and exercise control over the Property and any and all

proceeds, receipts and disbursements arising out of or from the Property; and
(b)  receive, preserve, and protect the Property.
The Receivership Order obliges the Debtor and Karras, among others, to:

(a) forthwith advise the Receiver of the existence of any Property in such person’s
possession or control, grant immediate and continued access to the Property to the
Receiver, and deliver all such Property to the Receiver upon the Receiver’s

request; and

(b)  forthwith advise the Receiver of the existence of any books, documents,
securities, contracts, orders, corporate and accounting records, and any other
papers, records and information of any kind related to the business or affairs of
the Debtor (the “Records”) and to provide or permit the Receiver to make, retain

and take away copies of such Records.

On August 1, 2017, the date of the Receivership Order, the Receiver met with Karras at
the Real Property. At this time, the Receiver requested that Karras provide, in accordance

with the Receivership Order, the following documents:
(a) tax returns;
(b) financial statements;

() bank statements and correspondence including cancelled cheques, cheque register

and any undeposited post-dated tenant cheques;
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16.
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contracts and leases with the Debtor’s tenants and operators;
a recent general ledger or trial balance;

employee information including T-4 summaries and any correspondence with the

Canada Revenue Agency and any assessments and statements thereof;
leases relating to leased assets, including vehicle assets;

mortgage files;

insurance files;

lists of creditors including, but not limited to, secured creditors, unsecured

creditors, utilities, government accounts, and accruals;

appraisals and sales effort files;

Harmonized Sales Tax filings including any correspondence with the Canada

Revenue Agency and any assessments and statements thereof; and

related party transaction files.

Karras advised the Receiver that he would be unable to provide all of the requested

documents due to a planned trip abroad commencing the next day, and the fact that the

Debtor’s records are not held at the Real Property or another central location.

In an effort to accommodate Karras’ travel plans, the Receiver provided a list of

documents urgently required by the Receiver prior to Karras’ departure, with the

remaining documentation to be delivered upon his return. The urgently requested

documents consisted of the following (collectively, the “Urgent Records”):

(a)
(b)

(©

tax returns for the most recent tax year;

financial statements;

bank account details;



17.

18.

19.

20.

21.
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(D copies of the leases entered into with any tenants at the Real Property (the

“Leases™);
(e) insurance information with respect to the Real Property; and
® motor vehicle details, including proof of insurance.

The next morning, on August 2, 2017, the Receiver followed up with Karras with respect
to its document requests and reiterated the necessity to have the Urgent Records without

delay.

In the afternoon of August 2, 2017, the Receiver again followed up with Karras regarding
delivery of the Urgent Records. At this time, the Receiver advised Karras that the
Receivership Order requires him to produce the Urgent Records forthwith. The Receiver
also requested the contact information for a representative of the Debtor that the Receiver

could contact during the period of Karras’s absence.

Karras disputed the Receiver’s characterization of the agreement regarding delivery of
the Urgent Records but confirmed that he would provide the Leases that same day.
Karras did not provide contact details for any other person with whom the Receiver could

correspond with to obtain the outstanding documents.

The Receiver understands from the Applicant’s counsel that, on June 20, 2017, during
cross-examination on his affidavit, Karras undertook to provide copies of the Leases to
the Applicant. Accordingly, the Receiver’s request for copies of the Leases was not the

first time the Karras was requested to produce same.

By the evening of August 2, 2017, the Receiver had not received any documentation
including the Leases or any of the remaining Urgent Records. At that time, the Receiver
reiterated to Karras that the Receivership Order requires him to forthwith provide access
to the Records and that the Receivership Order is an order of the Court that must be

complied with in a timely manner.
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23.

24.

25.

26.

27.
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Karras promptly responded that certain documents were in the process of being scanned
and sent to the Receiver. A copy of the email chain between Karras and John Hendriks

of Farber, dated August 2, 2017 is attached hereto as Appendix “D”.

On the morning of August 3, 2017, the Receiver had not received any of the Urgent
Records or other requested documentation from Karras. The Receiver was advised by its
technology support team that no email transmissions from known e-mail addresses of
Karras or the Debtor had attempted to contact the Receiver’s email servers. As such, if
any emails were initiated by the Debtor or Karras to the Receiver, the emails failed to
send entirely and the Receiver’s email servers did not receive or reject any emails from

these parties due to spam, file size, type of file attachments or any other reason.

On August 3, 2017, the Receiver’s legal counsel wrote to Karras and copied the Debtor’s
legal counsel demanding Karras immediately deliver the Urgent Records. A copy of the
letter from the Receiver’s counsel to Karras, dated August 3, 2017, is attached hereto as
Appendix “E”. The Receiver also sent a text message to Karras’ known cell phone
number to advise that the letter was emailed to him and the Debtor’s legal counsel and to

check his email for same.

The Receiver’s counsel did not receive a response from Karras to its letter, however the
Debtor’s legal counsel did verbally undertake to provide certain documentation in his
possession the following morning and to attempt to contact Karras to follow up on the

production of the Urgent Records.

On the morning of August 4, 2017, the Debtor’s legal counsel provided the Receiver with
copies of the Restaurant Lease as well as copies of issued statements of claim in respect

of two pending actions commenced by the Debtor, among others.

A few days later, on August 8, 2017, bE SixFifty Hotel Inc. provided to the Receiver a
copy of the Hotel Lease. The corporate profile report in respect of bE SixFifty Hotel
Inc., dated August 3, 2017, a copy of which is attached hereto as Appendix “F”, lists

Karras as the sole director and officer of the company.



28.

29.

30.

F.

31.

-9.

The remaining Urgent Records and other Records have not been provided to the Receiver

despite its repeated requests for same.
The Receiver requires the Records, without delay, in order to, inter alia:

(a) properly discharge its duties and obligations as set forth in the Receivership Order
and the Bankruptcy and Insolvency Act (Canada);

(b) take possession and control of the Property, including confirming that adequate

insurance is in place;

(c) determine the nature and quantum of the Debtor’s pre-receivership liabilities and

notify all creditors of its appointment as Receiver;

(d)  ascertain whether the ongoing Hotel and Restaurant operations at the Real
Property are covered by appropriate liability insurance and comply with all
regulatory and licensing requirements including, without limitation, building

codes, health and safety requirements, and liquor licence requirements; and

(e) ascertain whether the ongoing Hotel and Restaurant operations are in compliance

with their obligations under the Leases, including the payment of all rent amounts.

The refusal of Karras to provide the Records is in direct contravention of the
Receivership Order. The Receiver cannot properly and competently undertake and

discharge its duties as Receiver without this information.

SECURED CREDITORS AND CRA

The Real Property is charged to and in favour of eight (8) mortgagees, including the
Applicant. The principal amounts of the mortgages registered against title to the Real
Property total approximately $13.25 million. The Visram Affidavit states that the Debtor
owes the Applicant approximately $10 million pursuant to two mortgages, which the
Receiver understands is inclusive of interest and extension fees. The face amounts of the

other registered mortgages total approximately $9.95 million.



32.

33.

34.

35.
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The subsearch in respect of the Real Property, dated May 3, 2017, attached hereto as
Appendix “G” shows charges registered in favour of the Applicant and the following

parties:

(a) 932005 Ontario Inc.;

(b) Harbour First Mortgage Fund GP Inc.;
(©) Goldcard Inc.;

(d) CVC Ardellini Investments Inc.;

(e) Accomplish Capital Inc.;

® 9480536 Canada Inc.; and

(g9  Am-Stat Corporation.

The PPSA search results in respect of the Debtor, dated May 2, 2017, attached hereto as
Appendix “H” show registrations in favour of the Applicant and following additional

parties:

(a) Am-Stat Corporation;

(b)  Thinking Capital;

©) Holand Leasing (1995) Ltd.;

(d) Gold Card Leasing o/b Goldcard Inc.

As the Receiver has not yet been provided with the Records, it is not able at this time to

comment on the amounts owing by the Debtor to each of the secured creditors.

The Receiver corresponded with the Canada Revenue Agency (“CRA”) who advised
that, pursuant to an audit completed in March, 2016, approximately $90,000 in employee
payroll deductions are owed by the Debtor to CRA. The CRA further advised that, since

the date of the audit, the Debtor has been non-compliant with filing its payroll and HST
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returns and, consequently, additional assessments are required. CRA expects to send the

Receiver a summary of the CRA’s position by August 11, 2017.

G. SALE PROCESS

36.

37.

38.

39.

40.

The Receivership Order authorizes the Receiver to market any or all of the Property,
including advertising and soliciting offers in respect of the Property or any part or parts
thereof and negotiating such terms and conditions of sale as the Receiver in its discretion

may deem appropriate.

Attached hereto as Appendix “I” is the proposed sale process, including the sale process

terms and conditions (collectively, the “Sale Process™), in respect of the Property.

The purpose of the Sale Process is to identify one or more purchasers for the Property.
The Sale Process will be run by the Receiver with bids from all interested parties due six

(6) weeks from the date of the Order approving the Sale Process.

The Receiver will apply to the Court for an order approving the final agreement of
purchase and sale entered into with the successful bidder, and vesting the assets identified

in the purchase agreement in and to the purchaser.

A chart summarizing the material terms and deadlines for the proposed Sale Process is set

out below:

Sale Process

Sale Process Order August 15, 2017

Teaser and confidentiality agreement sent to all | Inmediately following Sale Process Order
identified interested parties

Advertisement in Globe and Mail, Toronto Star, | Within 5 days of Sale Process Order
National Post and hotel industry publications

Deadline for Submissions of Offers September 26, 2017

Selection of Offer October 3, 2017

Execution of Agreement of Purchase and Sale October 10, 2017

Court Approval and Granting of Vesting Order Week of October 16, 2017

Closing As soon as practicable following Vesting

Order
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42.

43,

44.
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The Receiver respectfully recommends that the Court approve the Sale Process as it

exposes the Property to the market for a reasonable period of time.

The Receiver is confident that it has the experience and network to effectively market the
Property without the necessity of retaining a real estate brokerage and paying the
additional costs of commission. It intends to reach out directly to Toronto real estate

developers and brokerages regarding the Sale Process.

The Receiver is empowered by the Receivership Order to market the Debtor’s assets for

sale. Any sale of the Property will be subject to future Court approval.

The Receiver has been advised by Karras and counsel for a prospective purchaser that,
prior to the receivership proceedings, the Debtor and the prospective purchaser entered
into negotiations for the purchase and sale of the shares of the Debtor. Counsel to the
prospective purchaser has advised the Receiver that their client remains interested in the
opportunity to purchase the Property and the Receiver intends to invite them to

participate in the Sale Process.

H. RECOMMENDATIONS

45.

The Receiver respectfully requests that this Honourable Court grant an Order in the form

attached as Tab 3 to the Receiver’s Motion Record.

ALL OF WHICH IS RESPECTFULLY SUBMITTED
THIS 9" DAY OF AUGUST, 2017.

A. Farber & Partners Inc. in its capacity as Court
Appointed Receiver of 222027 Ontario Inc.
and not in its personal or corporate capacity

v Sttt

Name: Stuart Mitchell
Title: Senior Vice President
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Request ID:

Category ID: {C)CC/E

020566575
Transaction ID: 65261299

Province of Ontario

Ministry of Government Services

Date Report Produced: 2017/08/03
Time Report Produced: 16:25:40

Page:

Certified a true copy of the data as recorded on the Ontario Business

Informatioh System.

e

Director

Ministry of Government Services

Toronto, Ontario

CORPORATION PROFILE REPORT

Ontario Corp Number

2220277

Corporation Type

ONTARIO BUSINESS CORP.

Registered Office Address

650 BAY STREET

TORONTO
ONTARIO
CANADA MGG 1M8

Mailing Address

EVAN KARRAS
650 BAY ST

TORONTO
ONTARIO
CANADA MbGG 1M8

Activity Classification

NOT AVAILABLE

Corporation Name

2220277 ONTARIO INC.

Corporation Status

ACTIVE

Number of Directors
Minimum Maximum

00001 00015

Date Amalgamated

NOT APPLICABLE

New Amal. Number

NOT APPLICABLE

Revival Date

NOT APPLICABLE

Transferred Out Date

NOT APPLICABLE

EP Licence Eff.Date
NOT APPLICABLE

Date Commenced
in Ontario

NOT APPLICABLE

1

Incorporation Date
2009/10/08
Jurisdiction
ONTARIO

Former Jurisdiction
NOT APPLICABLE
Armalgamation Ind.
NOT APPLICABLE
Notice Date

NOT APPLICABLE
Letter Date

NOT APPLICABLE
Continuation Date
NOT APPLICABLE
Cancelllnactive Date
NOT APPLICABLE

EP Licence Térm.Date
NOT APPLICABLE

Date Ceased
in Ontario

NOT APPLICABLE



Request {D: 020566575
Transaction ID: 65261289
Category ID: (C}CC/E

Province of Ontario
Ministry of Government Services

Date Report Produced:
Time Report Produced:

Page:

Certified a true copy of thé data as recorded on the Ontario Business

Information System.

774

Director

Ministry of Government Services

Toronto, Ontario

CORPORATION PROFILE REPORT

Ontario Corp Number

2220277

Carporate Name History

2220277 ONTARIO INC.

Current Business Name(s) Exist:

Expired Business Name(s} Exist:

Administrator:
Name (individual / Corporation)

EVAN
KARRAS

Date Began
2009/10/08
Designation

DIRECTOR

First Director
NOT APPLICABLE

Officer Type

Corporation Name

2220277 ONTARIO INC.

Effective Date

2009/10/08

NO
NO

Address

475 GEORGE ST

COBOURG
ONTARIO
CANADA KO9A 3M9

Resident Canadian

Y

2017/08/03
16:25:40
2



Request ID: 020566575
Transaction ID: 65261299
Category ID: (C}CC/E

Province of Ontario
Ministry of Government Services

Date Report Produced:
Time Report Produced:

Page:

Certified a true copy of the data as recorded on the Ontario Business

Information System.

Director

Ministry of Government Services

Toronto, Ontario

CORPORATION PROFILE REPORT

Ontario Corp Number

2220277

Administrator:
Name (Individuai / Corporation)

EVAN
KARRAS

Date Began
2009/10/08
Designation

OFFICER

Administrator:
Name {Individual / Corporation)

EVAN
KARRAS

Date Began
2012/03/23
Designation

OFFICER

First Director

NOT APPLICABLE
Officer Type
SECRETARY

First Director
NOT APPLICABLE
Officer Type
PRESIDENT

Corporation Name

2220277 ONTARIO INC.

Address

475 GEORGE ST

COBOURG
ONTARIO
CANADA K9A 3M9

Resident Canadian

Y

Address

475 GEORGE ST

COBOURG
ONTARIO
CANADA KS9A 3M9

Resident Canadian

Y

2017/08/03
16:25:40
3



Request ID: 020566575 Province of Ontario Date Report Produced:
Transaction |D; 65261299 Ministry of Government Services Time Report Produced:
Category iD: {C)CC/E Page:

Certified a true copy of the data as récorded on the Ontario Business
Information System.

Ut

Director
Ministry of Government Services
Toronto, Ontario

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

2220277 2220277 ONTARIO INC.

Last Document Recorded
Act/Code Description Form Date

CIA ANNUAL RETURN 2014 1C 2017/06/05 (ELECTRONIC FILING)

THIS REPORT SETS OUT THE MOST RECENT INFORMATION FILED BY THE CORPORATION ON OR AFTER JUNE 27, 1992, AND RECORDED
IN THE ONTARIO BUSINESS INFORMATION SYSTEM AS AT THE DATE AND TIME OF PRINTING. ALL PERSONS WHO ARE RECORDED AS
CURRENT DIRECTORS OR OFFICERS ARE INCLUDED IN THE LIST OF ADMINISTRATORS

ADDITIONAL HISTORICAL INFORMATION MAY EXIST ON MICROFICHE.

The issuance of this certified report in electronic form is authorized by the Ministry of Government Services.

2017/08/03
16:25:40
4
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Court File No. CV-17-11811-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
BETWEEN:

ZAHERALI VISRAM
Applicant

-and -

2220277 ONTARIO INC.
Respondent

APPLICATION UNDER SUBSECTION 243(1) OF THE BANKRUPT! CY AND INSOLVENCY
ACT,R.S.C. 1985, C. B-3, AS AMENDED, AND SECTION 101 OF THE COURTS OF
JUSTICE ACT, R.S.0. 1990, C. C.43, AS AMENDED

AFFIDAVIT OF ZAHERALI VISRAM
(swormn May 15, 2017)
[, ZAHERALI VISRAM, of the City of Toronto, in the Province of Ontario, MAKE

OATH AND SAY AS FOLLOWS:

1. I am the Applicant in this proceeding, and, as such, I have knowledge of the matters
contained in this affidavit. The facts set out below are based on my personal knowledge, are
determined from the face of the docurnents attached hereto as exhibits, and are from information

and advice provided to me by others. Where I have relied upon such information and advice, I

verily believe it to be true.

Doc#3908203v1
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2. This affidavit is swomn in support of my application for the appointment of A. Farber &
Partners Inc. (“Farbers™) as receiver of the property, assets and undertakings of the Respondent,

2220277 Ontario Inc. (the “Debtor” or the “Company”).

OVERVIEW

3. The Debtor is the owner of commercial property located at the south-west corner of the
intersection of Bay Street and Elm Street in Toronto and municipally known as 650 Bay Street and

55 Elm Street, Toronto (the “Property”). A boutique hotel and a cafe/bistro operate from the

Property.

4, 1 hold the first and second mortgages over the Property. The mortgages.have matured. The
Company is in default under the terms of the mortgages for non-payment. On April 18, 2017, my
lawyers issued demands for payment totalling approximately $10 million and notices of my
intention to enforce my security. Despite the demands, the Debtor has failed to pay all or any part

of the amounts owing to me. .

5. Another mortgagee has issued a notice of sale with respect to the Property and claims to be
owed approximately $3.5 million by the Company. The Property has an additional six mortgages

registered against it, with a total aggregate face principal amount of approximately $7.45 million.

6. The Debtor has attempted without success to complete a refinancing or sale of the Property
over the past two years. Itis just and convenient, and in the best interests of the Debtor’s creditors

generally, that a receiver be appointed to market and sell the Property under Court supervisiori.

Doc#3908203v1



THE PARTIES

7. I am 72 years old. I was bom in Kenya, and immigrated to Canada in 1967. Ibecame a
Canadian citizen in 1972, I am married and have one daughter. I obtained a Bachelor of
Commerce degree in Pakistan. I originally worked in the accounting field for many years, after
which I got involved with real estate management and financing. The funds I loaned to the Debtor

were from my own personal money.

8. The Debtor is a corporation incorporated pursuant to the laws of the Province of Ontario.
Its registered and mailing address is 650 Bay Street, Toronto. A copy of a Corporate Profile

Report for the Debtor is attached hereto and marked as Exhibit “1”.

9. Evan Karras (“Karras”) is the sole officer and director of the Debtor.

THE PROPERTY

10. The Debtor is the registered owner of the Property. A copy of the parcel register for the

Property is attached hereto and marked as Exhibit “27,

11. The Company acquired the Property on or about November 13, 2009 through a transfer by
way of power of sale in the amount of $2.45 million, which was registered against title to the
Property on November 13, 2009 as Instrument No. AT2228544 (the “Transfer”). The Debtor
paid cash in the amount of $325,000 and granted a $2.1 million vendor take-back charge/mortgage
to the lenders, which was registered against title to the Property on November 13, 2009 as
Instrument No. AT2228545 (the “First Mortgage”). Copies of the Transfer and the First

Mortgage are respectively attached hereto and marked as Exhibits “3” and “4”.

Doc#3908203v1
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12. Based on the information provided to me by Karras and my review of the Hotel’s website,
http://www.besixfifty.com, a boutique hotel known as “bE Sixfifty Hotel” is located on the
Property (the “Hotel”). The exterior of the Hotel is a heritage building and the interior of the
building was renovated by the Company to develop the Hotel. The Hotel has 22 rooms on three

floors. A cafe/bistro currently operates from street level premises at the base of the Hotel.

13, Itis not clear to me whether the Debtor operates the Hotel or is simply the owner of the
Property. However, based on information provided by Karras, I believe that the Hotel is likely

operated by a separate numbered company owned and/or controlled by Karras.

14.  Ihave no information concerning the operations and financial affairs of the Hotel.

SECOND MORTGAGE LOAN

15.  1was introduced to Karras in 2011 by Naheel Suleman (“Naheel”), who I had known for a

few years. Naheel is the owner of Hush Homes Inc. (“Hush Homes™) and related companies

(collectively, the “Hush Group”).

16. At that time, Karras was looking for bridge financing for the Property, as he needed
temporary funds to revitalize the heritage building and convert it into a boutique hotel while he

continued to search out longer term construction financing.

17.  1was informed by Naheel that he was Karras’ partner with respect to the Property and a

shareholder in the Company and had or would be investing his own funds in this project.

18.  1agreed to loan §1.2 million to the Debtor in January 2012. A copy of the mortgage loan

commitment dated January 18, 2012 signed by the Company is attached hereto and marked as

Exhibit “5”.

Doc#3908203v1



-5-

19. The terms of the loan commitment, as agreed to by the Debtor, were as follows:

(a)  the loan was to be secured by, among other things, a $1.2 million second

charge/mortgage against the Property,

()  the funds were to be used by the Debtor to, among other things, complete

construction of the Hotel and arrange for payment of taxes and costs;

© guarantees were to be granted by Karras (limited to $670,000), Naheel Suleman,
Musa Suleman (Naheel's father), and Hush Homes (collectively, the

“Guarantors”); and

(d) the term of the loan was to be for three (3) months with an annual interest rate of

12.0%, and the monthly payments were interest only payments prior to maturity.

20. I was informed by Naheel and Karras that a Hush Group company would be completing the

construction/renovation of the Hotel.

21.  The Company was represented by Shamim Hansraj in connection with the Second

Mortgage.

99 The loan transaction was completed on or about March 6, 2012. Attached hereto and
marked as Exhibit 6” is a copy of the Charge/Mortgage in the principal amount of $1.2 million

granted by the Company, as chargor, in my favour, as chargee, registered against title to the

Property on March 6, 2012 as Instrument No. AT2960459 and the standard charge terms (the

“Second Mortgage”).

Doc#3908203v1
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23.  The Second Mortgage provides that, in the event of default, I am entitled to seek the

appointment of a receiver over the Property, either in writing or by Court order.

24.  The Company and the Guarantors signed Directions dated March 27, 2012 concerning the
use of the funds. Copies of the Directions are collectively attached hereto and marked as Exhibit

“7”

First Agreement Amending and Extending Second Mortgage
25.  The Second Mortgage matured on April 18, 2012. Karras contacted me and asked whether
I would be prepared to extend the term of the Second Mortgage and lend more money to the

Debtor, as he was still trying to refinance the Property.

26.  1agreed to amend the Second Mortgage to extend the term and increase the loan amount
from $1.2 million to $1.9 million. Attached hereto and marked as Exhibit “8” is a copy of a
Notice registered against title to the Property on August 7, 2012 as Instrument No. AT3 095262,
and the Agreement Amending and Extending Charge/Mortgage of Land dated July 26, 2012

between myself, the Company, and the Guarantors.

27.  The agreement, among other things, extended the term of the loan to October 18, 2012,

28.  The Company and the Guarantors signed a Direction dated Tuly 26, 2012 concerning the

use of the additional $700,000, a copy of which is attached hereto and marked as Exhibit “9”,

29.  The additional funds were advanced on or about August 7, 2012.

Doc#3808203v1
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Second Agreement Amending and Extending Second Mortgage

30.  With the term of the Second Mortgage set to mature on October 18, 2012, Karras contacted
me in September 2012 and asked for another extension and an increase in the Second Mortgage.
Karras told me that he needed at least another million dollars to complete the

construction/renovation of the Hotel.

31. 1 agreed to extend the term and increase the Second Mortgage from $1.9 million to $3.0
million. Attached hereto and marked as Exhibit 107 is a copy of the Notice registered against
title to the Property on October 1, 2012 as Instrument No. AT3141028 and the Agreement

Amending and Extending Charge/Mortgage of Land dated September 28, 2012 between myself,

the Company and the Guarantors.

32.  The Company was represented by Keyser, Mason, Ball LLP in connection with this

amendment and the increase of the Second Mortgage.

33.  The agreement, among other things, extended the term of the Second Mortgage to March

15,2013.

34,  Again, the Company and the Guarantors signed a Direction dated September 28, 2012

concerning the use of the additional $1.1 million, a copy of which is attached hereto and marked as

Exhibit “11”.
35 The additional funds were advanced on or about October 1, 2012.

FORBEARANCE AGREEMENT
36.  From the outset, the Company routinely failed to make the required payments under the

Second Mortgage. The mortgage matured on March 15, 2013. 1 was repeatedly told by Karras on

Doc#3908203v1
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behalf of the Debtor that he was attempting to find alternate financing or sell the Property to repay

the amount owing to me under the Second Mortgage.

37. 1 was patient and provided the Company with approximately 18 months to try to find a

buyer for the Property or a replacement lender, but the company was unable to do so.

38. I started a lawsuit against the Company and the Guarantors by way of a statement of claim

issued on September 19, 2014, a copy of which is attached hereto and marked as Exhibit “12”.

39, Inthe lawsuit, I sought, among other things, payment from the Debtor and the Guarantors

of the amount owing under the Second Mortgage and possession of the Property.

40. The Debtor and the Guarantors served a statement of defence dated December 4, 2014, a

copy of which is attached hereto and marked as Exhibit “13”.

41. In the defence, they, among other things, disputed the amounts owing under the Second

Mortgage.

47. 1 became aware in March 2015 that the Company was also in default under the First
Mortgage when I received a copy of the first mortgagees’ application for the appointment of a
receiver over the Property. Attached hereto and collectively marked as Exhibit “14” are copies of

the issued notice of application dated March 26, 2015 and the Affidavit of Stephen Handelman

sworn April 1, 2015 (without exhibits).

43. I was concerned about the first mortgagees taking steps to enforce the First Mortgage and

how it would impact my ability to recover my loans to the Company that were secured by the

Second Mortgage.

Doc#3908203v1
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44. As a result, I decided to redeem the First Mortgage. A copy of the Transfer of Charge

registered against title to the Property on May 28, 2015 as Instrument No. AT3894600 is attached .

hereto and marked as Exhibit “15%,

45.  In connection with my redemption of the First Mortgage, the Company and I entered into
an Amending Agreement dated May 27, 2015, the terms of which included that the amount of the
First Mortgage was to be increased to $2.6 million and the term of the First Mortgage was
extended to May 31, 2016. The Amending Agreement was registered on title to the Property by

way of a Notice registered on May 28, 2015 as Instrument No. AT3 894601, a copy of which is

attached hereto and marked as Exhibit “16”.

46.  The increase in the principal amount of the First Mortgage from $2.1 million to $2.6
million was as a result of payments I made with respect to unpaid property taxes, insurance costs, a
construction lien, legal fees to complete the transaction, and certain lender fees and interest owing

under the First Mortgage.

47. At the same time, I negotiated a forbearance agreement with the Company and the
Guarantors in connection with the lawsuit I had started against them. The Debtor was represented
by Wildeboer Dellelce, LLP in connection with the forbearance agreement dated May 21, 2015

(the “Forbearance Agreement”), a copy of which is attached hereto and marked as Exhibit “17”.

48.  Under the Forbearance Agreement, the parties acknowledge and agreed to the following:

(a) the forbearance period would be from May 21, 2015 to September 15, 2015, unless

there was an “Uncured Breach” under the Forbearance Agreement;

Doc#3908203v1
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b) I would not take any further steps in the lawsuit or continue with power of sale

proceedings for the Property;

(c) the amount owing under the Second Mortgage was $4,289,760, of which the
principal amount was $3.0 million and $1,289,760 was for accrued interest and

fees; and

(d)  the Debtor had obtained independent legal advice with respect to the Forbearance

Agreement.

THE DEBTOR ATTEMPTS TO SELL THE PROPERTY

49.  One of the reasons that I agreed to enter into the Forbearance Agreement was because [ was
told by Karras that he was in discussions with a purchaser for the Property and expected to be able
to sell the Property for an amount that was greater than what was then owed to me under the First

Mortgage and Second Mortgage.

50. The Company entered into an agreement of purchase and sale with Reserve Land
Corporation (“Reserve”) dated June 29, 2015. The closing date was to be September 15,2015. A

redacted copy of the agreement is attached hereto and marked as Exhibit “18”.

51, The sale to Reserve was not completed by the Company. Karras did not provide any

explanation to me as to why the sale did not close.

52 The Debtor subsequently entered into an agreement of purchase and sale on January 28,
2016 for the sale of the Property to 9329293 Canada Inc. The sale was originally supposed to close

on April 12, 2016. A redacted copy of the agreement is attached hereto and marked as Exhibit

“’199‘9‘

Doc#3808203v1
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53,  The sale agreement was extended four times, with the final closing date to be October 15,
2016. Tt appears that the sale agreement was assigned to 650 Bay Limited Partnership, as that is

the name listed as the buyer on the last two extension agreements.

54 In connection with this final closing date, I issued a mortgage discharge statement for the
First Mortgage and Second Mortgage, a copy of which is attached hereto and marked as Exhibit

“207"

55 The sale was not completed by the Company. Again, Karras did not provide any

explanation to me as to why the sale did not close.

56. I subsequently found out that the original purchaser was a company apparently controlled

by Karras by obtaining a corporate search report for the company.

57. 1 have not produced unredacted copies of the sale agreements referred to above as I am
concerned that, in the event Farbers is appointed as receiver of the Property by the Court, publicly
disclosing the purchase prices could have a negative impact on the ability of the receiver to market

the Property for sale by putting a ceiling on the amounts that potential purchasers may be willing to

pay for the Property.

SUBSEQUENT MORTGAGEES
58.  From March 2012 to March 2017, the Company granted mortgages over the Property to the

following parties:

() 0320005 Ontario Inc. (“932”), by way of a Charge/Mortgage in the principal
amount of $625,000 granted by the Company, as chargor, in favour of 932, as

chargee, registered against title to the Property on March 9, 2012 as Instrument No.
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(b)

(©)

(d)

(€
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AT2962763 (the “Third Mortgage”), a copy of which is attached hereto and

marked as Exhibit “21”;

Harbour First Mortgage Fund GP Inc. (“Harbour”), by way of a Charge/Mortgage
in the principal amount of $100,000, granted by the Debtor, as chargor, in favour of
Harbour, as chargee, registered against title to the Property on December 12, 2012
as Instrument No. AT3195583 (the “Fourth Mortgage”), a copy of which is

attached hereto and marked as Exhibit “22”;

Goldcard Inc. (“Goldcard”), by way of a Charge/Mortgage in the principal amount
of $100,000 granted by the Debtor, as chargor, in favour of Goldcard, as chargee,
registered against title to the Property on May 3, 2013 as Instrument No.
AT3292231 (the “Fifth Mortgage”), a copy of which is attached heret'o and

marked as Exhibit «“237;

CVC Ardellini Investments Inc. (“CVC”), by way of a Charge/Mortgage in the
principal amount of $2.1 million granted by the Debtor, as chargor, in favour of
CVC, as chargee, registered against title to the Property on September 24, 2013 as
Instrument No. AT3413716 (the “Sixth Mortgage”), a copy of which is attached

hereto and marked as Exhibit “24”;

Accomplish Capital Inc. (“Accomplish”), by way of a Charge/Mortgage in the
principal amount of $525,000 granted by the Debtor, as chargor, in favour of
Accomplish, as chargee, registered against title to the Property on September 10,

2015 as Instrument No. AT4005932 (the “Seventh Mortgage”), a copy of which is

attached hereto and marked as Exhibit “25”;

20
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€3] 9480536 Canada Inc. (“948”), by way of a Charge/Mortgage in the principal
amount of $600,000 granted by the Debtor, as chargor, in favour of 948, as chargee,
registered against title to the Property on November 13, 2015 as Instrument No.
AT4065515, as amended by the Notice registered against title to the Property on
March 29, 2017 as Instrument No. AT4522643 (the “Eighth Mortgage”), copies

of which are collectively attached hereto and marked as Exhibit “26”; and

(g) Am-Stat Corporation (“Am-Stat”), by way of a Charge/Mortgage in the principal
amount of $5.5 million granted by the Debtor, as chargor, in favour of Am-Stat, as
chargee, registered against title to the Property on August 2, 2016 as Instrument

No. AT4297814 (the “Ninth Mortgage”), a copy of which is attached hereto and

marked as Exhibit “27”.

50. I obtained postponements from 932 with respect to the Third Mortgage shortly after the
Second Mortgage was granted, and when the amount of the Second Mortgage was increased in
August 2012 and October 2012. Attached hereto and collectively marked as Exhibit “28” are
copies of the Postponement granted by 923 in my favour, registered against title to the Property on
‘April 11, 2012 as Instrument No. AT2986827, the Postponement granted by 923 in my favour,
registered against title to the Property on August 7, 2012 as Instrument No. AT3095296, and the

Postponement granted by 923 in my favour, registered against title to the Property on October 1,

7012 as Instrument No. AT3141050.

60.  As noted above, the principal amount of the First Mortgage was increased from $2.1

million to $2.6 million after I redeemed it in May 2015. Idid not obtain postponements from the
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subsequent registered mortgagees at that time, being 932, Harbour, Goldcard and CVC with

respect to the Third Mortgage, the Fourth Mortgage, the Fifth Mortgage and the Sixth Mortgage.

PPSA SECURED CREDITORS

61.  1have been advised by Sam Rappos, a lawyer with Chaitons LLP (“Chaitons”), which is
representing me in connection with this application, that Chaitons obtained the Personal Property
Security Act (Ontario) (the “pPSA”) Enquiry Response Certificate with respect to the Debtor from
the Ministry of Government Services — Personal Property Security Registration System, current as

of May 2, 2017 (the “PPSA Search Results”), which is attached hereto and marked as Exhibit

“29”. )

62.  As set out in the PPSA Search Results, in addition to myself, the following parties have

registered PPSA financing statements against the Company:

(a) Goldcard, with what appear to be registrations with respect to leases of certain

Mercedes Benz vehicles and certain equipment;

()  Am-Stat, with a financing statement registered against all collateral classifications

other than motor vehicles;

(c) Holland Leasing (1995) Ltd., with what appears to be a registration with respect to

a lease of a 2015 Mercedes Benz vehicle in the amount of $146,310; and

(d)  Thinking Capital, with a financing registered against all collateral classifications
other than motor vehicles and a general collateral description of “universality over

all its present and future ‘movable/personal property, books, assets and

Doc#3908203v1
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undertakings, both corporeal and incorporeal, now owned or hereinafter acquired

by the merchant.”

ENFORCEMENT BY CVC

63.  In January 2017, I received a notice of sale issued by CVC on January 11, 2017 in
connection with the Sixth Mortgage in the total amount of $3,492,449. The notice indicated that
the Debtor had defaulted in making payment to CVC, that CVC was owed $2.1 million in principal
under the Sixth Mortgage, as well $802,556.28 in interest, $583,112.84 for fees and expenses, and

$6,780 for legal fees, disbursements and HST. A copy of the notice is attached and marked hereto

as Exhibit “30”.
64.  The redemption period under the notice expired on February 20, 2017.

BREACH OF FORBEARANCE AND DEFAULTS

65.  Both prior to and since the time the Forbearance Agreement was entered into, the Company

has persistently failed to make the payments owed to me in connection with the First Mortgage and

Second Mortgage.

66.  1was in regular contact with Karras concerning repayment of the mortgages. On a number
of occasions from September 2015 to January 2017 1 agreed to extend the maturity dates for the
mortgages, so that Karras would have additional time to sell or refinance the Property. Attached

hereto and collectively marked as Exhibit “31” are copies of emails and handwritten agreements

between myself and Karras regarding these extensions.

67. In connection with each extension, the Company agree to pay an extension fee to me,

" which was added to the amounts secured by the mortgages.

Doc#3808203v1
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68.  With respect the last extension set out in the handwritten agreement dated January 12,

2017, 1 received a post-dated cheque from the Company in the amount of $20,000.

69. On or about February 22, 2017, 1 was informed by Karras not to deposit the $20,000
cheque. In an email to Karras dated February 22, 2017, I told him that I was going to proceed to

deposit the cheque on February 24, 2017. He responded with an email that same day stating that:

“I requested that you hold the cheque until I notify you, as I have
had my account frozen by CRA and I am attempting to resolve that
matter...”

A copy of that email train is attached hereto and marked as Exhibit “32”.

70.  1deposited the cheque on February 24, 2017, which was returned by the bank and marked

“payment stopped”.

71.  Additionally, the Company had provided a post-dated cheque in the amount of $50,000.
However, this cheque was not issued by the Company but was issued by 756597 Ontario Limited.
I understand that Karras is the sole officer and director of 756597 Ontario Litited, as set out in the

Corporate Profile Report obtained for this corporation, a copy of which is attached hereto and

marked as Exhibit “33”.

72.  Iwas told by Karras to hold the cheque until he informed me to deposit it. As aresult, and
given that the last cheque was returned by the bank and never replaced by the Debtor, I have not

taken steps to deposit any of the post-dated cheques provided to me by the Company.

DEMANDS FOR PAYMENT
73.  The mortgages matured on April 15, 2017. On April 18, 2017, Chaitons, on my behalf,

demanded payment from the Company under the First Mortgage in the amount of $3,219,486.50
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and delivered a notice of my intention to enforce my security. A copy of the demand letter and

notice is attached hereto and marked as Exhibit “34”.

74.  Chaitons also issued a letter to the Company on April 18, 2017 on my behalf, demanding
payment from the Debtor under the Second Mortgage in the amount of $6,610,514 and delivered a
notice of my intention to enforce my security. A copy of the demand letter and notice is attached

hereto and marked as Exhibit “35”.

COMPANY’S LAWSUIT AGAINST ME
75.  On May 4, 2017, Chaitons received a letter from Alfred Schorr, lawyer for the Company,
which contained a copy of a statement of claim issued by the Company against me dated May 1,

2017, a copy of which is attached hereto and marked as Exhibit “36”.

96.  The lawsuit raises similar allegations as to the ones previously made by the Company in its
statement of defence regarding the amount loaned under the Second Mortgage, notwithstanding
that the Company confirmed in the Forbearance Agreement the amount owing under the Second

Mortgage as of that date. The other issues raised in the action are now being raised for the first

time after demand for payment was made.

NEED FOR THE APPOINTMENT OF A RECEIVER

77, The Debtor owes me approximately $10 million with respect to the First Mortgage and the
Second Mortgage. The Company is in default of its Sixth Mortgage to CVC, which claims to be

owed approximately $3.5 million. The face principal amounts of the other registered mortgages

total approximately $7.45 million.
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78.  As a result of the Debtor’s persistent payment defaults, my security is enforceable and 1

have the right to appoint a receiver under the terms of my security.

79. 1 believe it is in the best interests of the Debtor’s creditors generally that a receiver be
appointed to market and sell the Property in a manner that is open and transparent and is under
Court supervision. The proposed receiver would be required to seek approval for the sale of the

Property on notice to all interested parties, including all mortgagees.

80. It is my understanding that certain neighbouring properties have been acquired by parties
that wish to develop the properties. As a result, in my view, the highest and best use for the
Property is for development purposes as opposed to the continued operation of the Hotel. Asa
result, in the event that the Court grants my application for the appointment of a receiver, I will be

requesting that the receiver be authorized not to operate the Hotel and to take steps to immediately

cease the Hotel’s operations.

81.  Accordingly, it is just and convenient in the circumstances to appoint a receiver over the
Property and any other property owned by the Debtor, with the power to market and sell the

Property for the benefit of all of the Debtor’s creditors.

82. I propose that Farbers be appointed as receiver. 1 have been advised by Stuart Mitchell, a
Senior Vice President with Farbers, that Farbers is a licensed insolvency trustee and has agreed to

accept the appointment. A copy of Farbers’ consent is attached hereto and marked as Exhibit

“37”'

83.  This affidavit is swom in support of my application for the appointment of a receiver over

all of the Company’s property, assets and undertaking and for no other or improper purpose.
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SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario on
May 15,2017

A« @WL(

Commissioner for Taking Affidavits

(or as may be)

Sam Rappos

Doc#3908203v1
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Van Allen, Sara-Ann

From: EK <ek@alliancevp.com>
Sent: 2-Aug-17 6:11 PM

To: John Hendriks

Cc ek@alliancevp.com

Subject: RE: 2220277 records - urgent
John,

I do not have time to respond to the points in your email nor am I prepared to
debate on what I stated yesterday..

However, we are scanning documents to send to you.
Thank vyou,

Evan

On Wed, August 2, 2017 5:58 pm, John Hendriks wrote:

Hi, Evan. I left you a phone message earlier in response tc your
email below. When we spoke vesterday, we reviewed the attached list
and I clearly stated that the Receiver needed the 5 pieces of
information specified below so the Receiver could take steps to secure
the Property as mandated in the Court Order and you agreed to provide
them to me this morning.

We also agreed that, to accommodate yvour travel plans, we could wait a
few days for the balance of the information on the attached list and
that you would make arrangements to have that information provided to
us during your travels.

This message and my earlier message are reminders and directions to s.
3 and 4 of the Appointment Order about Persons (including vyou) to
forthwith deliver the Property and provide us access to the Records.

I recognize you are busy and travelling, but the Court Order still has

to be complied with in a timely manner.

It is now almost 6:00 p.m. and we have received none of the information.
Please forward the requested specific information to my attention
before you leave and let me know whom we should correspond with during
your travels regarding the balance.

Thank vou, and please do not hesitate to call me if you have any
gquestions. I am available tonight on my cell 416-722-1071.

John Hendriks C(CPA, CA, LIT

Farber Financial Group

150 York Street, Suite 1600

Toronto, Ontario, M5H 3S5

Direct: 416-496-3701

Fax: 416-496-3839
mailto:jhendriks@farberfinancial.com
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https://protect-eu.mimecast.com/s/JIJnLCBLoW78eHG

Responsive. Practical. Results.

This message is intended only for the use of the intended recipients,
and it may be privileged and confidential. If you are not the intended
recipient, you are hereby notified that any review, retransmission,
conversion to hard copy, copying, circulation or other use of this
message is strictly prohibited and may be illegal. If you are not the
intended recipient, please notify me immediately by return email and
delete this message from your system. Thank you.

From: EK [mailto:ek@alliancevp.com]
Sent: August-02-17 1:41 PM

To: John Hendriks

Subject: RE: 2220277 records - urgent

John,

Your statements are inaccurate as far as what I said that I would
provide.

I confirmed that I would send you the leases today, if I was not able
to do so yvesterday evening, which clearly I was not.

I also stated that I would send you whatever we have readily available
today from the items you requested.

You are free to contact whom you want as you state you are entitled to
do so. Doing so does not mean that they will be as co-operatvive or

respond quicker than I have been.

I do not like repeating the same things over and over again. We
already discussed what I will provide and when. The day is not over

nor have I left.

Antagonizing me will not expedite things.

Evan

On Wed, August 2, 2017 1:33 pm, John Hendriks wrote:

>> Evan, please email what you have so far as you mentioned the leases
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were electronic and you hoped to get those to me last night. We
agreed that you would at least provide the most recent tax return and
financial statement, the insurance information, the leases and the
banking information before you left. If you do not provide that
today, then I will have to expend more time (and expense) to get it
from other sources such as approaching the accountants, tenants etc.
for their copies of the documents. Paragraph 4 of the Appointment
Order requires them (and

you) to provide the information "forthwith" so they do not have an
option to not comply with the Court order. Not my preferred
approach, but I cannot wait until you get to Europe to restart the
document production process.

Also, please confirm if either tenant has a liquor license. I know
you mentioned the restaurant was waiting for (or was an existing one
suspended) pending getting the new Fire Marshall inspector to approve
the work you had done.

Lastly, is there someone else we can contact, such as your assistant,
to follow up the other information in your absence?

Thank you for appreciating the timelines imposed on me by the Courts
and providing the requested information forthwith.

John Hendriks CPA, CA, LIT

Farber Financial Group

150 York Street, Suite 1600

Toronto, Ontario, M5H 355

Direct: 416-496-3701

Fax: 416-496-3839
mailto:jhendriks@farberfinancial.com
https://protect-eu.mimecast.com/s/JnLEGBtoW78eHG

Responsive. Practical. Results.

This message is intended only for the use of the intended recipients,
and 1t may be privileged and confidential. If you are not the
intended recipient, you are hereby notified that any review,
retransmission, conversion to hard copy, copying, circulation or
other use of this message is strictly prohibited and may be illegal.
If you are not the intended recipient, please notify me immediately
by return email and delete this message from your system. Thank you.

————— Original Message-----

From: EK [mailto:ek@alliancevp.com]
Sent: August-02-17 12:58 PM

To: John Hendriks

Subject: Re: 2220277 records



>>
>>
>>
>>
>>
>>
>>
>>
>>

Hello John,

As agreed yesterday, I will forward the property leases to you later
this afternoon when I am in and certainly before I fly.

>> We will also put together as much of the documentation that you
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require, as we can.

Regards,

Evan

On Wed, August 2, 2017 9:38 am, John Hendriks wrote:

Good morning, Evan.

I am following up our meeting yesterday regarding the records you

are to provide and your travelling this afternocon. Before you

leave, we most urgently need the bank account information, premises
insurance, most recent financial statements, most recent income tax
return, premises leases and vehicle details including proof of insurance.

The vehicles are not drivable until we have proof of insurance and
the drivers need to contact me to discuss ongoing arrangements for
the vehicles. Alternatively, let me know where the vehicles are and
we can arrange to have them picked up and we will deal with the
leasing companies. Because of the receivership, 2220277 is no
longer in a position to transfer the leases out of the company
without the Receiver's approval.

Also, please let me know who we should contact in your absence for
the balance of the records.

Thanks, and have a great trip.

JMH
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Direct: 416-496-3701

Fax: 416-496-3839
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r

finan cial.com>
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[Description: Farber Financial Group]
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This message is intended only for the use of the intended
recipients, and it may be privileged and confidential. If you are
not the intended recipient, you are hereby notified that any review,
retransmigsion, conversion to hard copy, copying, circulation or
other use of this message is strictly prohibited and may be illegal.
If you are not the intended recipient, please notify me immediately
by return email and delete this message from your system. Thank you.

Alliance Venture Partners

650 Bay Street

Toronto, Ontario M5G 1M8

Tel. 647.362.5700

Fax. 416.352.7832
https://protect-eu.mimecast.com/s/vONmBCXLGImMHE

Alliance Venture Partners

50 Bay Street

Toronto, Ontario M5G 1M8

el. 647.362.5700
ax. 416.352.7832
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Books and records of 2220227 Ontario Inc.

Pursuant to paragraph 3 of the Appointment Order, Persons are to advise and turn over to the Receiver
any Property (as defined in paragraph 1) and to “...grant immediate and continued access to the
Property to the Receiver...”

Pursuant to paragraph 4 of the Appointment Order, all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting records, and
any other papers, records and information of any kind related to the business or affairs of the Debtor
including any computer programs, disks, other electronic storage device.

Accordingly, the Receiver will need the books and records including, but not limited to:

1. Taxreturns
Financial statements

3. Bank statements and correspondence including cancelled cheques, cheque register and any un-
deposited post-dated tenant cheques

4. Contracts/leases with the various tenants/operators

5. Most recent general ledger/trial balance
Employee information including T4 summaries and CRA
correspondence/assessments/statements

7. Leased asset leases, including vehicle leases

8. Mortgage files

9. Insurance files

10. Creditor list (including secured, unsecured, utilities, government accounts, accruals, City, etc.)
with names, addresses and estimated amounts. Preferably in Excel format.

11. Appraisal and sale effort files

12. HST filings including CRA correspondence/assessments/statements

13. Related party transaction files
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Sara-Ann Van Allen Dentons Canada LLP

77 King Street West, Suite 400
sara.vanalien@dentons.com Toronto-Dominion Centre
D +1 416 863 4402 Toronto, ON, Canada M5K 0A1

X Salans FMC SNR Denton McKenna Long
dentons.com

August 3, 2017 File No.: 559456-3

VIA EMAIL: ek@alliancevp.com; ekarras @rogers.com

WITH PREJUDICE

2220277 Ontario Inc.
650 Bay Street and 55 Elm Street
Toronto, ON

Attention: Evan Karras

Dear Mr. Karras:

RE: In the matter of Zaherali Visram (the “Applicant”) v. 2220277 Ontario Inc. (the “Debtor”)
Court File No. CV-17-11811-00CL

We are counsel to A. Farber & Partners Inc. (“Farber”), in its capacity as the court-appointed receiver (the
“Receiver”) of the Debtor.

Enclosed herewith is a copy of the Order of the Ontario Superior Court of Justice (Commercial List) (the
“Court”), dated August 1, 2017 (the “Receivership Order"), pursuant to which Farbér was appointed
Receiver. We understand that you met with the Receiver on August 1, 2017, at which time the Receiver
personally delivered to you a copy of the Receivership Order and requested from you specific
documentation which, pursuant to the Receivership Order, you were required to deliver forthwith.

To date, you have failed fo comply with your obligations as contained in the Receivership Order. In
parficular, despite the Receiver's repeated requests, you have failed to deliver to the Receiver the
following documents:

(a) tax returns for the most recent tax year,
) most recent financial statements;
) bank account details;
)
)

copies of the leasés entered into with any tenants;

(b
(c
(d
(e) insurance information with respect to the Property (as defined in the Receivership Order); and
{f) - motor vehicle details, including proof of insurance.

On behalf of the Receiver, we hereby demand that you deliver the above-listed documentation without
delay. We understand that, on June 20, 2017, you agreed to provide certain of these documents to the
Applicant by way of undertakings made under oath. As such, some of these documents were not just

requested for the first time yesterday.
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August 3, 2017 dentons.com
Page 2

In particutar, it is urgent that you provide the Receiver with copies of the leases and insurance in respect
of the Property so that the Receiver can confirm which parties are in occupation of the Property, whether
the hotel and restaurant are being operated pursuant to proper licenses and that adequate insurance
- coveérage is in place. The absence of proper insurance creates substantial risk which the Receiver has a
duty to immediately mitigate.

Should you fail to provide the requested documentation on_or before 9:00 p.m. on Auqust 3, 2017 or
make alternative arrangements satisfactory to the Receiver, in its sole discretion, the Receiver reserves
its right 1o bring a motion before thé Court tomorrow at 9:00 a.m. seeking (a) a contempt order against
you, and (b) advice and directions regarding the ongoing operations at the Property, including the hotel
and restaurant businesses.

The above list of documentation is a preliminary list of documents only and the Receiver expressly
reserves its right to request from you additional records, information and documentation as it determines,
in ifs sole discretion.

Yours truly,
Dentons ada LLP

Sara-Ann Van Allen
SViic
Enclosure

c.c.  John Hendriks, A. Farber & Partners Inc.
Alfred Schorr, alfred @ schorrlaw.ca

28893530_1|NATDOCS



Court File No. CV-17-11811-00CL

ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) TUESDAY, THE 1*
, - )
JUSTICE M€d [Du/r ) DAY OF AUGUST, 2017
ZAHERALI VISRAM
Applicant
- and -
2220277 ONTARIO INC. .
Respondent

APPLICATION UNDER SUBSECTION 243(1) OF THE BANKRUPTCY AND INSOLVENCY
ACT, R.S.C. 1985, C. B-3, AS AMENDED, AND SECTION 101 OF THE COURTS OF
JUSTICE ACT, R.S.0. 1990, C. C.43, AS AMENDED

ORDER
(appointing Receiver)
THIS APPLICATION made by the Applicant for an Order pursuant to section 243(1) of
the Bankruptcy and Insolvency Aet, R.S.C. 1985, c. B-3, as amended (the "BIA") and section 101
of the Courts of Justice Act, R.8.0. 1990, c. C.43, as amended (the "CJA") appointing A. Farber
& Partners Inc. as receiver (the "Receiver") without security, of vall of the assets, undertakings
and properties of the Respondent, 2220277 Ontario Inc. (the "Debtor") acquired for, or used in

relation to a business carried on by the Debtor, was heard this day at 330 University Avenue,

Toronto, Ontario,

Doc#3865454v2
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. ON READING the affidavit of Zaherali Visram sworn May 15, 2017 and the Exhibits
thereto, the Reply Affidavit of Zaherali Visram sworn June 7, 2017 and the Exhibits thereto, the
'Afﬁdavit of Evan Karras sworn May 31, 2017 and the Exhibits thereto, and the Minutes of
Settlement and Endorsement of Justice Conway dated July 14, 2017, and on hearing the

submissions of counsel for the Applicant, and on reading the consent of A, Farber & Partners

Inc. to act as the Receiver,

APPOINTMENT
1. THIS COURT ORDERS that pursuant to section 243(1) of the BI4 and section 101 of

the CJA4, A. Farber & Partners Inc. is hereby appointed Receiver, without security, of all of the
assets, undertakings and properties of the Debtor acquired for, or used in relation to a business
carried on by the Debtor, including all proceeds thereof (the "Property”), which includes,

without limitation, the real property municipally known as 650 Bay Street and 55 Elm Street,

Toronto, ON and legally desctibed as follows:

PIN 21199-0067 (L.T)

Property Description: PT LT 2 PL 60 TORONTO AS IN
CA720524; CITY OF TORONTO

Land Registry Office: #66

RECEIVER’S POWERS
2, 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 ot desirable:

Doc#3965454v2
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to take possession of and exercise control over the Property and any and

all proceeds, receipts and disbursements arising out of or from the

Property;

to receive, preserve, and protect the Property, or any part or parts thereof,
including, but not limited 'to, the changing of locks and security codes, the
relocating of Property to safeguard it, the engaging of independent
security personnel, the taking of physical inventories and the placement of

such insurance coverage as may be necessary or desirable;

to manage, operate, and carry on the business of the Debtor, 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

cease to perform any contracts of the Debtor;

to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on
whatever basis, including on a temporary basis, to assist with the exercise

of the Receiver's powers and duties, including without limitation those

conferred by this Order;

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}
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to receive and collect all monies and accounts now owed or hereafter
owing to the Debtor and to exercise all remedies of the Debtor in
collecting such monies, including, without limitation, to enforce any

security held by the Debtor;

to settle, extend or compromise any indebtedness owing to the Debtor;

to execute, 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 purpose pursuant to this Order;

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
seitle or compromise any such proceedings. The ‘authority hereby
conveyed shall extend to such appeals or applications for judicial review

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

to market any or all of the Property, including advertising and soliciting
offers in respect of the Property or any part or parts thereof 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 part or parts

thereof out of the ordinary course of business with the approval of this

Court, and in such case notice under subsection 63(4) of the Ontario
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Personal Property Security Act, or section 31 of the Ontario Mortgages

Act, as the case may be, shall not be required;

to apply for any vesting order or other orders necessary to convey the
Property or any part or parts thereof to a purchaser or purchasers thereof,

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

to report to, meet with and discuss with such affected Persons (as defined
below) as the Receiver deems appropriate on all maiters relating to the

Property and the receivership, and to share information, subject to such

terms as to confidentiality as the Receiver deems advisable;

to 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
Debtor;
to enter into agreements with any trustee in bankruptcy appointed in

respect 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;

fo exercise any shareholder, partnership, joint venture or other rights

which the Debtor may have;
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™ to take any steps reasonably incidental to the exercise of these powers or

the performance of any statutory obligations;

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

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

including the Debtor, and without interference from any other Person,

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

3. THIS COURT ORDERS that (i) the Debtor, (ii) all of its current and former directors,
officers, employees, agents, accountants, legal counsel and shareholders, and all other persons
acting on its instructions or behalf, and (i) all other individuals, firms, corporations,
governmental bodies or agencies, or other entities having notice of this Order (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 control, shall grant
immediate and continued access to the Property to the Receiver, and shall deliver all such

Property to the Receiver upon the Receiver's request.

4, THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information‘of any kind related to the business or
affairs of the Debtor, and any computer programs; computer tapes, computer disks, or other data
storage media containing any such information (the foregoing, collectively, the "Records") in
that Person's possession or control, and shall provide to the Receiver or permit the Receiver to
make, retain 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
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nothing in this paragraph 4 or in paragraph 5 of this Order shall require the delivery of Records,
or the granting of access to Records, which may not be disclosed or provided to the Receiver due

to the privilege attaching to solicitor-client communication or due to statutory provisions

prohibiting such disclosure.

3. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
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
paragtaph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other system and

pmViding the Receiver with any and all access codes, account names and account numbers that

may be required to gain access to the information,

6. THIS COURT ORDERS that the Receiver shall provide each of the relevant landlords
with notice of the Receiver’s intention to remove any fixtures from any leased premises at least
seven (7) days prior to the date of the intended remox}al. The relevant landlord shall be entitled
to have a representative present in the leased premises to observe such removal and, if the
landlord disputes the Receiver’s entitlement to remove any such fixture under the provisions of

the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any
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applicable secured creditors, such landlord and the Receiver, or by further Order of this Court

upon application by the Receiver on at least two (2) days notice to such landlord and any such

secured creditors,

NO PROCEEDINGS AGAINST THE RECEIVER
7. THIS COURT ORDERS that no proceeding or enforcement process in any court or

tribunal (each, a "Proceeding”), shall be commenced or continued against the Receiver except

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

NO PROCEEDINGS AGAINST THE 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 and remedies against the Debtor, the Receiver,

or affecting the Property, are hereby stayed and suspended except with the written consent of the
Receiver or leave of this Court, provided howcvér that this stay and suspension does not apply in
respect of any "eligible financial contract" as defined in the BJ4, 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 carry on, (ii) exempt the Receiver or the Debtor from
compliance with statutory or reguiatory provisions relating to health, safety or the environment,

(iif) prevent the filing of any registration to preserve or perfect a security interest, or (iv) prevent

the registration of a claim for lien.

Doc#3885454v2




-9.

NO INTERFERENCE WITH THE RECEIVER
10.  THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere

with, repudiale, terminate or cease to perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by the Debtor, without written consent of the Receiver ot

leave of this Court.

CONTINUATION QOF SERVICES
11.  THIS COURT ORDERS that all Persons having oral or written agreements with the

Debtor or statutory ot régulatory mandates for the supply of goods and/or services, including
“without limitétion, all computer software, communication and other data services, centralized
banking services, payroll services, insurance, transportation services, utility or other services to
the Debtor are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to the continued use of the Debtor's current
telephone numbets, facsimile numbers, intetnet 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 accordance with normal 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 be ordered by this Court,

RECEIVER TO HOLD FUNDS
12. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms

of payments received or collected 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 Property and the

collection of any accounts receivable in whole or in part, whether in existence on the date of this
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Order or hereafter coming into existence, shall be deposited into one or more new accounts to be
opened by the Receiver (the "Post Receivership Accounts") and the monies standing to the
credit of such Post Receivership Accounts 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, The Receiver.shall not be liable for any employee-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 to pay, or in

respect of its obligations under sections 81.4(5) or 81.6(3) of the BI4 or under the Wage Earner

Protection Program Act.

- PIPEDA
14, THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal

Information Protection and Electronic Documents Act, the Receiver shall disclose 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 corﬁplete
one or more sales of the Property (each, a "Sale"). Each prospective purchaser or bidder to
whom such personal information is disclosed shall maintain and protect the privacy of such
information and limit the uée of such information to its evaluation of the Sale, and if it does not

complete a Sale, shall return all such infofmation to the Receiver, or in the alternative destroy all

such information. The purchaser of any Property shall be entitled to continue to use the personal
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information provided to it, and related to the Property purchased, in a manner which is in all
material respects identical to the prior use of such information by the Debtor, and shall return all

other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

15. THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession”) of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in
pursuance of the Receivet's duties and powers under this Order, be deemed to 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 obligation as a

result of its appointment or the carrying out the provisions of this Order, save and except for any
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gross negligence or wilful misconduct on its part, or in respect of its obligations under sections
81.4(5) or 81.6(3) of the BI4 or under the Wage Earner Protection Program Act. Nothing in this

Order shall derogate from the protections afforded the Receiver by section 14.06 of the BI4 or by

any othér applicable legislation.

RECEIVER'S ACCOUNTS
17.  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 unless
otherwise ordered by the Court on the passing of accounts, 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 making of
this Order in 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, mortgages, charges and

encumbrances, statutory ot otherwise, in favour of any Person, but subject to sections 14.06(7),

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

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 are

hereby referred to a judge of the Commercial List of the Ontario Superior Court 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 apply reasonable amounts, out of the monies in its hands, against
its foes and disbursements, including legal fees and disbursements, incurred at the standard rates

and charges of the Receiver or its counsel, and such amounts shall constitute advances against its

remuneration and disbutsements when and as approved by this Court.
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FUNDING OF THE RECEIVERSHIP
~ 20.  THIS COURT ORDERS that the Receiver be 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
$250,000 (or such greater amount as this Court may by further Order authorize) at any time, at
such rate or rates of interest as it deems advisable for such period or periods of time as it may
arrange, for the purpose of funding the exercise of the powers and duties conferred upon the
Receiver by this Order, including interim expenditures. The whole of the Property shall be and
is hereby charged by way of a fixed and specific charge (the "Re¢eiver's Borrowings Charge")
as security for the payment of the monies borrowed, together with interest and charges thereon,
in priority to all security interests, trusts, liens, charges and encumbrances, statutory or

otherwise, in favour of any Person, but subordinate in priority to the Receiver’s Charge and the

charges as set out in sections 14.06(7), 81.4(4), and 81.6(2) of the BIA4.

21.  THIS COURT ORDERS that neither the Receiver's Borrowings Charge nor any other

security granted by the Receiver in connection with its borrowings under this Order shall be

enforced without leave of this Court.

22. THIS COURT ORDERS that the Receiver is at liberty and authorized to issue

certificates substantially in the form annexed as Schedule "A" hereto (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 borrowed by the Receiver

pursuant to this Order or any further order of this Court and any and all Receiver’s Certificates
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evidencing the same or any part thereof shall rank on a pari passu basis, unless otherwise agreed

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

SERVICE AND NOTICE
24, THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the

“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at http://www.ontariocourts.ca/sci/practice/practice-directions/toronto/e-service-

- protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute

an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) | of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of
documents in accordance with the Protocol will be effective on transmission. This Court further

orders that a Case Websit_e shall be established in accordance with the Protocol.

25. THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Receiver is at liberty to serve or distribute this Order, any
other materials and orders in these proceedings, any notices or other correspondence, by
forwarding true copies thereof by prepaid ordinary mail, courier, personal delivery or facsimile
transmission to the Debtor's creditors or other interested parties at their respective addresses as
last shown on the records of the Debtor and that any such service or distribution by courier,
personal delivery or facsimile transmission shall be deemed to be received on the next business

day following the date of forwarding thereof, or if sent by ordinary mail, on the third business

day after mailing.
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26. THIS COURT ORDERS that the Applicant, the Receiver and their respective counsel
are at liberty to serve or distribute this Order, any other materials and orders as may be
reasonably required in these proceedings, including dny notices, or other correspondence, by
forwarding true copies thereof by electronic message to the Applicant’s creditors or other
interested parties and their advisors. For greater certainty, any such distribution or service shall
be deemed to be in satisfaction of a legal or juridical obligation, and notice requirements within

the meaning of clause 3(c) of the Electronic Commerce Protection Regulations, Reg. 81000-2-

175 (SOR/DORS).

GENERAL
27. 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,

28. THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from

acting as a trustee in bankruptey of the Debtor,

29,  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give
effect to this Order 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 ot desirable to give effect to this Order or to assist the Receiver and

jts agents in carrying out the terms of this Order.

30, THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized and

empowered to apply to any court, tribunal, regulatory or administrative body, wherever located,
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for the recognition of this Order and for assistance in carrying out the terms of this Order, and
that the Receiver is authorized and empowered to act as a representative in respect of the within

proceedings for the purpose of having these proceedings recognized in a jurisdiction outside

Canada.

31, THIS COURT ORDERS that the Applicant shall have its costs of this application, up to
and including enfry and service of this Order, provided for by the terms of the Applicant’s
security or, if not so provided by the Applicant's security, then on a substantial indemnity basis

to be paid by the Receiver from the Debtor's estate with such priority and at such time as this

Court may determine.

32,  THIS COURT ORDERS that any interested 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 or upon such other notice, if any, as this Court may

C. lrwin
Registrar

order.

ENTERED AT/ INSCRIT A TORONTO
ON/BOOKNO:
LE / DANS LE REGISTRE NO

AUG 0 1 2017

PER/ PAR:M’"
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SCHEDULE "A"

RECEIVER CERTIFICATE

CERTIFICATE NO.

AMOUNT $
1. THIS IS TO CERTIFY that A. Farber & Partners Inc., the receiver (the "Receiver") of

the a:;sets, undettakings and propetties 2220277 Ontario Inc. (the “Debtor”) acquired for, or
used in relation to a business carried on by the Debtor, including all proceeds thereof
(collectively, the “Property”) appointed by Order of the Ontario Superior Court of Justice
(Commercial List) (the "Court") dated the 1% day of August, 2017 (the "Order") made in an
application having Court File No. CV-17-11811-00CL, has received 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

putsuant to the Order.

2. The principal sum evidenced by this certificate is payable on demand by the Lender with
interest thereon calculated and compounded [daily][monthly not in advance o1 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 Order, together with the
principal sums and interest thereon of all other certificates issued by the Receiver pursuant to the
Otrder or to any further order of the Court, a charge upon the whole of the Property, in priority to
the security interests of any other 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.
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4, All sums payable in respect of principal and interest under this certificate are payable at

the main office of the Lender at Toronto, Ontario.

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

holder of this certificate,

6. The charge securing this certificate shall operate so as to 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 Receiver 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 Order.

DATED the day of 20

A. FARBER & PARTNERS INC.,, solely in its
capacity as Receiver of the Property, and not in
its personal capacity

Per:

Name:
Title:
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Federal Corporation Information - 984549-6 - Online Filing Centre - Corporations Canada - Corporations - Innovation, Science and Economic Develop...

Federal Corporation Information

" Federal Corporation Information - 984549-6

| f Term n thi

1 Note

This information is available to the public in accordance with legislation (see Public

Corporation Number
984549-6

Business Number (BN)
756689899RC0001

Corporate Name
bE SixFifty Hotel Inc.

Status
Active

Governing Legislation
Canada Business Corporations Act - 2016-07-27

https://strategis.ic.gc.ca/...Dtls.htmi?corpld=9845496&V_TOKEN=15018549186628&crpNm=be sixfifty&crpNmbr=8&bsNmbr=[04/08/2017 9:55:42 AM]



Federal Corporation Information - 984549-6 - Online Filing Centre - Corporations Canada - Corporations - Innovation, Science and Economic Develop...

Registered Office Address

650 Bay Street
Toronto ON M5G 1M8
Canada
[ Note ,
Active CBCA corporations are required to update this information within 15 days of any
change. A corporation key is required. If you are not authorized to update this
information, you can either contact the corporation or contact Corporations Canada. We
will inform the corporation of its reporting obligations.

Directors

Minimum 1
Maximum 10

Evan Karras

650 Bay Street
Toronto ON M5G 1M8
Canada

U Note | |

P Acﬁve CBCA corporatio’n‘siare required to update director information (names,

- addresses,‘etc.)iwithinf15 days of any change. A corporation key is required. If you are
not authorized to update this information, you can either contact the corporation or

contact Corporations Canada. We will inform the corporation of its reporting obligations.

Annual Filings

Anniversary Date (MM-DD)
07-27

https://strategis.ic.gc.ca/...Dtis.htmi?corpld=9845496&Y_TOKEN=1501854918662&crpNm=be sixfifty&crpNmbr=&bsNmbr=[04/08/2017 9:55:42 AM]



Federal Corporation Information - 984549-6 - Online Filing Centre - Corporations Canada - Corporations - Innovation, Science and Economic Develop...

Date of Last Annual Meeting
Not Available

Annual Filing Period (MM-DD)
07-27 to 09-25

Type of Corporation
Non-distributing corporation with 50 or fewer shareholders

Status of Annual Filings
2017 - Filed

Corporate History

Corporate Name History

2016-07-27 to Present bE SixFifty Hotel Inc.

Certificates and Filings

Certificate of Incorporation
2016-07-27

Return to Search Results

Start New Search

https://strategis.ic.gc.ca/...Dtls.htmi?corpld=9845496&V_TOKEN=1501854918662&crpNm=be sixfifty&crpNmbr=_&bsNmbr=[04/08/2017 9:55:42 AM]



Federal Corporation Information - 984549-6 - Online Filing Centre - Corporations Canada - Corporations - Innovation, Science and Economic Develop...

Date Modified: 2017-05-04

https://strategis.ic.gc.ca/...Dtls.htm|?corpld=9845496&V_TOKEN=1501854918662&crpNm=be sixfifty&crpNmbr=&bsNmbr=[04/08/2017 9:55:42 AM]



Request |D: 020567955
Transaction iID: 65264509
Category ID: (Cyccie

CORPORATION PROFILE REPORT

Ontario Corp Number

3138514

Corporation Type
FEDERAL CORP WITH SHARE

Registered or Head Office Address
650 BAY STREET

TORONTO
ONTARIO
CANADA M5G 1M8

Principal Place of Businéss in Ontario

650 BAY STREET

TORONTO
ONTARIO
CANADA M5G 1M8

Activity Classification

NOT AVAILABLE

Province of Ontario

Ministry of Government Services

Director

Ministry of Government Services

Toronto, Ontario

Corporation Name

BE SIXFIFTY HOTEL INC.

Corporation Status

REFER TO JURISDICTION

Date Report Produced: 2017/08/04
Time Report Produced: 09:564:49

Page:

Certified a true copy of the data as recorded on the Ontario Business
Information System.

Date Amalgamated

NOT APPLICABLE

New Amal. Number

NOT APPLICABLE

Revival Date

NOT APPLICABLE

Transferred Out Date

NOT APPLICABLE

EP Licence Eff.Date
NOT APPLICABLE

Date Commenced
in Ontario

2016/07/27

1

Incorporation Date
2016/077127
Jurisdiction
CANADA

Former Jurisdiction
NOT APPLICABLE
Amalgam.ation Ind.
NOT APPLICABLE
Notice Date

NOT APPLICABLE
Letter Date

NOT APPLICABLE
Continuation Date
NOT APPLICABLE
Cancel/lnactive Date
NOT APPLICABLE

EP Licence Term.Date
NOT APPLICABLE

Date Ceased
in Ontario

NOT APPLICABLE



Request ID: 020567955 Province of Ontario

Date Report Produced: 2017/08/04
Transaction ID: 65264509 Ministry of Government Services Time Report Produced: 09:54:49
Category ID: (C)CC/E Page: 2

Certified a true copy of the data as recorded on the Ontario Business
Information System.

g

Director
Ministry of Government Services
Toronto, Ontario

CORPORATION PROFILE REPORT

Ontario Corp Number Carporation Name

3138514 BE SIXFIFTY HOTEL INC.

Corporate Name History

REFER TO JURISDICTION

Current Business Namels) Exist: . NO

Expired Business Name(s) Exist: NO

Administrator:

Name (Individual / Corporation) Address
EVAN

650 BAY STREET
KARRAS

TORONTO

ONTARIO

CANADA MGG 1M8
Date Began First Director
2016/07/27 NOT APPLICABLE
Designation Officer Type Resident Canadian

OFFICER/MANAGER IN ONT. NOT APPLICABLE



Request 1D: 020567955 Province of Ontario Date Report Produced:
Transaction ID: 65264509 Ministry of Government Services Time Report Produced:

Category ID: {C)CC/E Page:

Ceriified a true copy of the data as recorded on the Ontario Business
Information System.

Director
Ministty of Government Services
Toronto, Ontario

CORPORATION PROFILE REPORT

Ontario Corp Number Corporation Name

3138514 BE SIXFIFTY HOTEL INC.

Last Document Becorded
Act/Code Description Form Date

ClA INITIAL RETURN 2 2016/08/16 {(ELECTRONIC FILING)

THlS REPORT SETS QUT THE MOST RECENT INFORMATION FILED BY THE CORPORATION ON OR AFTER JUNE 27, 1992, AND RECORDED
HE ONTARIO BUSINESS INFORMATION SYSTEM AS AT THE DATE AND TIME OF PRINTING. ALL PERSONS WHO ARE RECORDED AS
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APPENDIX “I”



SALE PROCESS

Purpose

L.

The purpose of the within sale process (the “Sale Process”) is to identify one or more
purchasers of the assets, undertakings and properties (the “Property”) of 2220277
Ontario Inc. (the “Debtor”). The Sale Process will be conducted by A. Farber & Partners
Inc. in its capacity as court-appointed receiver (the “Receiver”) of the Property, in

consultation with the Debtor’s stakeholders as the Receiver deems appropriate.

Unless otherwise indicated herein any event that occurs on a day that is not a business

day shall be deemed to occur on the next business day.

Sale Process Procedures

3.

The Receiver will compile a list of prospective investors and purchasers (together with
any other party expressing an interest in the Property, the “Interested Parties”). The

Receiver will make best efforts to canvass the interest of all Interested Parties.

The Sale Process will be conducted by the Receiver and will provide Interested Parties

with the opportunity to submit offers to purchase the Property.

The Receiver shall cause a notice of the Sale Process to be published in The Globe and
Mail (National Edition), National Post and Toronto Star, as well as any hotel industry
publications as the Receiver may deem appropriate, within five (5) days following the
issuance of an order of the Ontario Superior Court of Justice (the “Court”) approving the

Sale Process (the “Sale Process Order™).

After the issuance of the Sale Process Order, the Receiver will distribute to Interested
Parties an interest solicitation letter (the “Teaser”) which will provide an overview of
this opportunity and the Property. A form of confidentiality agreement (“CA”) will be
attached to the interest solicitation letter that Interested Parties will be required to sign in

order to gain access to confidential information and to commence performing due

diligence (each Interested Party who signs a CA being referred to herein as, a

~ “Prospective Offeror”).
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The Receiver will provide to each Prospective Offeror (i) a Confidential Information
Memorandum (“CIM”), (ii) access to an electronic data room (which will include certain
financial and other information with respect to the Debtor), and (iii) a proposed form of
agreement of purchase and sale (the “APS”). The Receiver will also facilitate diligence

by Prospective Offerors, including arranging site visits.

Notwithstanding paragraph 7 above, the Receiver shall have the right to limit any
Prospective Offeror's access to confidential information. This will include limiting
access, if deemed appropriate, to parties who the Receiver reasonably believes are not

likely to be serious offerors.

Submission of Offers

9.

The Receiver in its sole discretion shall determine whether any offers are a “Qualified
Offer” and each such offeror a “Qualified Offeror”, provided that no offer shall qualify

as a Qualified Offer unless it meets, among other things, the following minimum criteria:

(a) provide the identity of each person or entity (including its shareholders) that is
sponsoring or participating in the offer and the complete terms of such

participation and evidence of corporate authority;

(b)  the offer must be submitted in writing and include a blackline of the offer to the

APS, reflecting any proposed changes;

(© the offer must be accompanied by a cash deposit (the “Deposit”) in the form of
certified cheque or bank draft payable to the Receiver which is equal to at least

5% of the aggregate purchase price payable under the offer;

(d)  the offer must be in the form of a binding offer capable of acceptance, irrevocable

until Court approval of an agreement of purchase and sale in respect of the

Property;

(e)  the offer must not contain any contingency relating to due diligence or financing
or any other material conditions precedent to the offeror’s obligation to complete

the transaction;
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63 the offer must contain written evidence of a commitment for financing or other
evidence of the offeror’s financial ability to consummate the sale with appropriate

contact information for such financing sources; and

(g)  the offer must be submitted to the Receiver prior to the Bid Deadline (as set forth

below).

10. The Deposit‘will be refunded in the event an offer, as submitted, is not accepted by the

Receiver.

Post-Offer Procedure

11. If one or more Qualified Offers are received, the Receiver may choose to:

(a) accept a Qualified Offer and take such steps as are necessary to finalize and

complete an agreement of purchase and sale; or

(b) continue negotiations with a selected number of Qualified Offerors with a view to

finalizing an agreement of purchase and sale.

12.  The Receiver shall be under no obligation to accept the highest or best offer and the

acceptance of a Qualified Offer shall be entirely in the discretion of the Receiver.

13.  No party shall be paid any break, termination or similar fee. For greater certainty, all
Interested Parties, Qualified Offerors and successful purchasers shall be responsible for

their own fees, including legal fees, and costs relating to any transaction.

Other Terms

14.  Notwithstanding anything else contained herein, if it becomes evident to the Receiver

that no Qualified Offers will be received, the Receiver may terminate the Sale Process.

15.  The Receiver shall apply to the Court for an order approving the final agreement of

purchase and sale and authorizing the Receiver to undertake such actions as may be

necessary or appropriate to carry out the sale transaction.
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16. At any time during the Sale Process, the Receiver may, upon reasonable notice to the
service list, apply to the Court for advice and directions with respect to the discharge of
its powers and duties hereunder or the approval of a stalking horse bid and any

amendments to the Sale Process as may be necessary to implement a stalking horse sale

process.

Sale Process Timeline

Event Timing

1. | Compile a list of Interested Parties through the Farber network of advisors | Immediately following the

and investors in the real estate industry. Sale Process Order

2. | Send a teaser and CA to all parties identified by the Receiver as | Immediately following the
potentially having an interest in the Property. Sale Process Order

3. | Advertise the Property and Sale Process in The Globe & Mail (National | Within 5 business days of
Edition), National Post, Toronto Star and hotel industry publications. the Sale Process Order

4. | Information pertaining to this opportunity will be posted on the Within 10 business days
Receiver’s website: www.farberfinancial.com which will include: of issuance of the Sale

*  An Invitation for Offers to purchase the Debtors’ Property; Process Order

¢ The Sales Process Terms and Conditions;

e The APS, which is on an “as is, where is” basis with no
representations or warranties; and

e ACA.
5. | Interested Parties expressing an interest in participating in the Sale Through to no later than
Process will be required to execute a CA, upon which Interested Parties 4:00 PM (EDT)
will receive available information in respect of the Property and Sale September 26, 2017

Process, including access to the Receiver’s data room, once established,
which will also include a CIM setting out the investment and/or purchase
opportunity. In addition, parties wishing to undertake further due
diligence will be provided with an opportunity to conduct site visits and
review further additional information not available from the virtual data

room.
6. | Interested Parties will have until 4:00 pm Eastern Davlight Time, on On or before 4:00 PM
Tuesday, September 26, 2017 (the “Bid Deadline”) to submit a (EDT), September 26,

Qualified Offer, which must include the Deposit. Offers are to be made 2017
using the APS template and shall remain open for acceptance by the
Receiver until Court approval of an agreement of purchase and sale in
respect of the Property.

The Receiver will review and assess all Qualified Offers received, if any %’1 gr prior to October 3,




Event

Timing

8. | The Receiver will negotiate and finalize an APS and execute same. On or prior to October 10,
2017

9. | The Receiver will seek Court approval of agreement of purchase and sale | The week of October 16,

and obtain a vesting order, 2017 (subject to Court

availability)

10. | Close sale to successful purchaser. As soon as practicable
following the Vesting
Order
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APPENDIX “C” to the Third Report to the Court of
A. Farber & Partners Inc. in its capacity as court
appointed Receiver of 2220277 Ontario Inc.




Court File No. CV-17-11811-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

BETWEEN:

ZAHERALI VISRAM
Applicant

-and -

2220277 ONTARIO INC.
Respondent

APPLICATION UNDER SUBSECTION 243(1) OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S.C. 1985, c. B-3, AS AMENDED, AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, c. C.43, AS AMENDED

SUPPLEMENTAL REPORT TO THE FIRST REPORT TO THE COURT OF A.
FARBER & PARTNERS INC. IN ITS CAPACITY AS COURT APPOINTED RECEIVER
OF 2220277 ONTARIO INC.

August 14,2017

1. This Report is supplemental to the First Report to the Court of A. Farber & Partners Inc.,
dated August 9, 2017 (the “First Report”) in its capacity as the Court-appointed receiver
(the “Receiver”) of the assets, undertakings and properties of 2220277 Ontario Inc. (the
“Debtor™). All capitalized terms used herein but not otherwise defined shall have the

meanings ascribed in the First Report.

A. DOCUMENT PRODUCTION
2. It has been two weeks since the Receiver’s appointment. Karras, the sole director, officer

and apparent employee, of the Debtor, returned from his trip to Europe one week ago.

3. As detailed in the First Report, since the date of its appointment, the Receiver has

directed numerous requests for the Records (as defined in the Receivership Order) to
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Karras, including itemizing certain of the Records in its Motion Record, dated August 9,

2017 (the “Motion Record”).

To date, Karras has not provided the Receiver with access to any central location where
the Records are stored. He advised that there are no records at the 650 Bay Street
location. He advised the Receiver that certain of the Records were previously held at a
Yonge Street office, which was vacated as of July 31, 2017, and that the Debtor’s new
office (at a location not disclosed to the Receiver) was delayed and not ready for
occupancy. Accordingly, Receiver does not know the whereabouts of the Debtor’s books

and records, including all electronic and hard copies of same.

By letter dated August 10, 2017, Alfred Schorr, counsel to the Debtor wrote to the
Receiver in response to the Motion Record, seeking clarification of certain of the
Receiver’s document production requests. A copy of the letter from Alfred Schorr to the

Receiver’s counsel, dated August 10, 2017, is attached hereto as Appendix “A”.

By letter dated August 10, 2017, the Receiver’s counsel responded to Mr. Schorr’s letter
clarifying certain of the Receiver’s preliminary document requests. A copy of the letter

from the Receiver’s counsel to Mr. Schorr is attached hereto as Appendix “B”.

By letter dated August 14, 2017, Mr. Schorr wrote to the Receiver and its counsel,
responding to the Motion Record and enclosing certain documentation and information
requested by the Receiver. A copy of the letter from Mr. Schorr, dated August 14, 2017,

with enclosures one and two, is attached hereto as Appendix “C”.

The Receiver has, to date, received certain of the information and documentation that it

has requested from the Debtor; however, many Records remain outstanding. Below is a

summary of the requested Records and the status of production of same:

tax returns for the previous five (5) | e Delivered tax returns for 2010-2014

years e Returns for 2015 and 2016 remain

outstanding and no commitment from the
Debtor as to when these may become




available

(b)

financial statements for the previous
five (5) fiscal years

None delivered but the Receiver was referred
to the condensed financial information on the
tax returns.

As noted above, the returns for 2015 and 2016
remain outstanding so the corresponding
condensed financial information is also
outstanding for those years

(©

bank statements for the previous fiscal
year and current fiscal year to date and
bank  correspondence,  cancelled
cheques, cheque register and any
undeposited post-dated tenant cheques

None delivered and letter from Schorr advises
that no statements are available as the Debtor
did not retain hard or electronic copies of the
statements

(d)

all contracts, correspondence and
leases with tenants and operators

Only leases have been delivered

Correspondence documents have not been
delivered including correspondence relating
to an alleged rent abatement afforded to the
Restaurant Lease as per Karras

general ledger or trial balance as of
August 10, 2017 and as of June 30,
2017

None delivered

Debtor advised that these documents will
delivered on Friday, August 18, 2017

®

employee information, including T-4
summaries, and any correspondence
with the Canada Revenue Agency
(“CRA”) and any assessments and
statements thereof

statement of account for 2016 source
deductions delivered, all previous years
remain outstanding

No other documentation regarding employees
delivered, including T-4 summaries including
how/when the Debtor went from having
employees to the current status, per Alfred
Schorr’s letter, of Karras being “...the only
employee (unpaid ) of 2220277 Ontario...”

No correspondence with CRA delivered
notwithstanding a recent payment plan was
negotiated with CRA

(2

all leases relating to leased assets,
including vehicle assets

None delivered and there are three Mercedes
vehicles with the Debtor being a lessee/co-
lessee as per the PPSA.




all mortgage documentation

None delivered. In the attachment to Alfred

Schorr’s letter, Karras noted “We do not have
any mortgage documents”.

(i) all insurance documentation, including No proof of current insurance for the Real
copies of all insurance policies in Property or vehicles has been delivered
respect of the Property

Only one undated page (of an 8-page
document from the insurance broker) showing
that the Real Property is/was insured has been
delivered. This extract does not reference the
Debtor nor show the owner, named insured,
term, premiums etc. but does note three loss
payees, none of which are the Debtor.

No insurance policies have been delivered

)] creditor listing, including names of Incomplete summary of creditors delivered

creditors and amounts owed to all . .
. . Summary omits secured creditors,
secured creditors, unsecured creditors, i
utilities providers, government mortgagees, insurance broker, EHT, HST and
agencies and others addresses of listed creditors

(k) | confirmation from the Heritage Delivered
Council that the Property is not
designated a heritage building

Q)] all appraisals and documentation in Appraisal dated May 15, 2012 delivered
Z‘i‘gﬁtcst of  pre-receivership sales No documentation or correspondence

delivered in respect of pre-receivership sales
efforts

(m) | HST filings and assessments for the 1-page HST filing summary for the year
previous fiscal year and the current ended September 30, 2015 has been delivered
fiscal year to date. .

No HST filings for 2016 and the current fiscal
year to date have been delivered

(n) |an accounting in respect of all None delivered
amounts, including rent, received from . .

’ L h 1l
(i) 2452482 Ontario Inc. ofa Food De?tor e;dwsed.‘glat tAese docilgrﬂr:ents will be
Society since April 1, 2017, and (i) delivered on Friday, August
bE SixFifty Hotel Inc. since July 27,
2016
(o) | all related party transaction None delivered

documentation, including




documentation concerning how the e Debtor advised that its accountants will
Debtor tr.ans_ferred the operations of provide this information by August 28, 2017
the bE SixFifty Hotel from the Debtor . .

to bE SixFifty Hotel Inc. and the e Receiver also requires correspondence and
consideration paid by bE SixFifty documentation to support these transactions,
Hotel Inc. for the business and hotel which are more likely to be in the possession
assets of the Debtor than its accountants

10.

11.

12.

13.

At this time, the Receiver is also requesting access to the Debtor’s corporate books

including the minute books and share registers.

The Receiver cannot discharge its duties as Receiver without production of all of the
Records. The failure on the part of the Debtor and Karras to provide the Records on a
timely basis necessitates the Receiver expending time and resources seeking out the
information from third parties, thereby increasing the costs of the receivership for all of

the Debtor’s stakeholders.

Copies of the insurance policies in respect of the Real Property, as well as all bank
statements and other banking information are urgently required. The Receiver has a duty
to determine whether proper insurance policies are in place in respect of the Real
Property and other Property and review the recent financial transactions of the Debtor.
The Receiver has been advised by the Debtor’s financial institution that its account has
been dormant for some time. As a result, the Receiver has no information as to where the

monthly rent payments from each of the Tenants were deposited or directed.

Further, any additional delay with respect to the production of the Records may impact
the Receiver’s ability to effectively conduct a sale process in respect of the Property.
Many of the documents and information requested by the Receiver will need to be made
available to all potential purchasers for the purposes of conducting due diligence in

respect of the Debtor and its business.

Karras is the sole director and officer of the Debtor. The Records of the Debtor are, or

should be, within his possession and control. The Receiver is of the view that the relief
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sought is both appropriate and necessary in light of the difficulty it has faced to date in
obtaining even the most basic financial information and records in respect of the Debtor’s

business.
B. SALE PROCESS

14.  The Receiver is in receipt of a potential stalking horse bid. To provide the Receiver with
time to review and consider the bid, it intends to seek an adjournment of the portion of its

motion seeking approval of the proposed Sale Process.

ALL OF WHICH IS RESPECTFULLY SUBMITTED
THIS 14" DAY OF AUGUST, 2017.

A. Farber & Partners Inc. in its capacity as Court

Appointed Receiver of 222027 Ontario Inc.
and not in its personal or corporate capacity

/ﬂ&w/@z’

Per

Name: John Hendriks CPA, CA, CIRP, LIT
Title: Vice President
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ALFRED S. SCHORR
Barrister & Solicitor
227 Eagle Street East, Suite 200
Nevwmarket Ontario L3Y 148
: Telephone
Commercial Litigation and Counsel 905) 940-9252
Telecopier
g (905) 940-5583
E-Ma:l
¢ . ab‘rgd@scbarrlaw,ca
August 10th 2017
Dentons Canada LLP g
77 King Street West j
Suite 400 /
Toronto-Dominion Centre
Toronto, Ontario M5K 0aAl

Attention: Sara-Ann Van Allen

Re: 2220277 Ontario Inc. ats§ Visram

Reference is had to your Motion Record
returnable August 15" 2017. >

You are seeking two Orders.

The first Order relates toEthe delivery of
records and related relief. :

In paragraph 2 of the draft Order you seek a
number of things to be delivered by Karras to the Receiver
no later than 5:00 p.m. on August 17% 2017. I have
reviewed each one of the items in detail with Mr. Karras
who is attempting to locate all of these items or provide
me with information that those items are not available by
5:00 p.m. on August 17** and as to why. 1In connection
therewith there are a number of areas that are uncertain
for which I require your information: ’

(a) For what period of time are bank statéments ete. in
paragraph 2(¢) required?; !

(b) What is meant by “recent” general ledéer or trial

balance referred to in paragraph 2(e)?;

(¢) For what period of time do you requiﬁe the Harmonized
Sales Tax filings and assessments in 2 (m)?.

Serving the Legal Profession and the Business Conunupzty since 1969.
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Page 2
Sara-Ann Van Allen Aﬁgust 10 2017

- I would be obliged for ycu} prompt reply in
connection with the above. !

_ Insofar as the sales process is concerned
the company is seeking advice as to whether or not it would
be appropriate to make a Proposal under the Companies
Creditors Arrangement Act. Alternatively financing has now
been committed to demonstrate that the company is solvent
and to attempt to obtain an Order terminating the
receivership. Because of this Mr. Karras is concerned with
items, 2, 3 and 4 of the sale process timeline. Karras is
requesting that these steps be deferred to September 12%*
2017. Please review this with the Receiver and advise as
to your position. ?

AS/kb
c.c, Mr. Karras
P.S. . For the purpose of expediting the exchange of

information I would be obliged if you would confirm that I
- may copy Mr. Hendricks directly on any correspondence with
You or that I may directly correspond with Mr. Hendricks
provided I copy you. “
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KRB DENTONS Sara-Ann Van Allen Dentons Canada LLP
77 King Street West, Suite 400

sara.vanalilen@dentons.com Toronto-Dominion Centre
D +1416 863 4402 Toronto, ON, Canada M5K 0A1

K Salans FMC SNR Denton McKenna Long
dentons.com

August 10, 2017 File No.: 559456-3

SENT VIA E-MAIL: alfred@schorriaw.ca

Alfred Schorr
227 Eagle Street East, Suite 200
Newmarket, ON L3Y 1J8

Dear Mr. Schorr;

RE: Zaherali Visram v. 2220277 Ontario Inc. (the “Debtor”)

We are in receipt of your letter, dated August 10, 2017.

In response to your questions, and to clarify certain of the documents and information itemized in our
Motion Record, returnable August 15, 2017, the Receiver requires the following:

(a) bank statements for the previous fiscal year and the current fiscal year to date;
(b) general ledger or trial balance as of today’s date and as of June 30, 2017; and
(c) HST filings and assessments for the previous fiscal year and the current fiscal year to date.

The Receiver reserves the right to request further documents and information in respect of the Debtor
and its business as it may require.

The Receiver presently inténds to proceed with its motion, returnable August 15, 2017, including approval
of the sale process and the proposed timelines set out therein.

Yours truly,
Dentons Canada LLP

Sara-Ann Van Allen

SVA/ac

c.c.  Stuart Mitchell (A. Farber & Partners Inc.)
John Hendriks (A. Farber & Partners Inc.)

28002389_1|NATDOCS
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ALFRED S. SCHORR

Barrister & Solicitor
227 Eagle Street East, Suite 200

Newmarket Ontariq L3Y 1J8
Telephone

(905) 940-9252
Telecopier

(905) 940-5583
E-Mail

alfred@schorrlaw.ca

Commercial Litigation and Counsel

August 14th 2017

Dentons Canada LLP

77 King Street West
Suite 400
Toronto-Dominion Centre
Toronto, Ontario M5K 0Oal

Attention: Sara-Ann Van Allen

Ra: 2220277 Ontario Inc. —- Receivership

Reference is had to your Motion Record
returnable tomorrow.

I am enclosing herewith the following:

(a) Pages 4, 5, 16, 17, 18, 19, and 20 of your Motion
Record with the comments of Mr. Karras;

(b) Page 2 of your draft Order with Mr. Karras's comments .

I am also enclosing herewith all of the
attachments to which he makes reference. I also spoke with
Evan as to the reason for some of these answers.

All of the accounting records are with the
Accountant Musa Suleman (416-621-3393). When Evan asked
Musa for item (e), (g), (n) and (o) Musa provided him with
these answers. Insofar as the ledgers and trial balances
are concerned all of this documentation is maintained by a
third party bookkeeping service. The gentleman in question
is Mr. Royce Luong — telephone 647-838-9968.

Obviously I am concerned as is Mr. Karras
that a Court Order requiring documentation within three

Serving the Legal Profession and the Business Community since 1969.



Alfred Schorr
Page 2
Sara-Ann Van Allen August 14 2017

days of any particular request could under many
circumstances be an invitation to find him in contempt.
All he can do is his best.

The Court Order allows the Receiver to give
notice to third parties who then become bound by the Order.
In particular it is open to the Receiver to make third
party demands upon Mr. Luong and Mr. Suleman.

Insofar as bank statements are concerned
Evan advises that all of this was electronic. We suspect
but do not know that the Receiver may have been in touch
with the bank and that is why the account was closed. Evan
is unable to get access to the bank records.

I have already provided you with the leases
and proof of insurance.

Evan advises that he does not physically
have any of the mortgage documents. He also did not
receive lawyers’ reports since these were all handled by
lawyers acting for the Suleman family. He is doing what he
can to compel these reports.

In our view, and if necessary we will take a
strong position in Court concerning the same, the Order .
which you are seeking is an unreasonable one. It does not
take into account circumstances beyond the control of Mr.
Karras who is the only employee (unpaid) of 2220277 Ontario
Inc. — the company has no other employees.

Like most younger persons Evan relies upon
electronic information. As I am an old timer and also
because of the Rules of the Law Society I have hard copies
of everything. Even then I might be hard pressed to find
documents within 3 days particularly if they are several
years old. In terms of documentation in this matter we are
talking about documents going back to 2012.
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There is already an Order in place requiring
full cooperation of Mr. Karras and anyone getting notice of
the Order to comply. 1Is this not enough?

Insofar as pre Receivership sales efforts
you will see that in the Affidavit of Mr. Visram he rofers
to two Agreements of Purchase and Sale which he exhibits.
The only omission is that he has redacted the price. Mr.
Karras advises that the Agreement of Purchase and Sale with
Reserve Land Corporation was for and the
Agreement with 932929 Canada Inc. was for
Exhibit “B” to the Affidavit of Mr. Karras is an Agreement
involving the principals of 650 Bay Limited Partnership and
what in effect is a pay out and share participation with
Karras in the amount of $15,000,000.00. :

The Affidavit of Mr. Visram to which you
make reference and attached (without exhibits) also
contains a Statement of Claim that was issued as against
Visram by 2220277 Ontario Inc. in which pPleadings were
noted closed as against the Defendant.

Pursuant to undertakings given by Mr. Karras
in the receivership Application Mr. Karras did provide to
the Applicant some further Agreements of Purchase and Sale
that were not consummated. All of the appraisals referred
to in the two Affidavits are the only appraisals of which
Mr. Karras has knowledge. He did ask for an update of the
most recent appraisal but the appraiser took the position
that an update was not appropriate and that a fresh
appraisal needed to be done which would take several weeks
at considerable costs.

: Insofar as the Visram first and second
mortgages are concerned the issue as to the amount owed
thereunder is yet to be determined. '
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In conclusion I would like to reiterate my
earlier comments that the outstanding Order appointing the
Receiver is sufficient to provide to the Receiver the tools
which the Receiver needs to gather all of the necessary
information that the Receiver ¢onsiders to be appropriate
in order to perform its duties.

Mr. Karras has not shown a refusal to
cooperate but only a slight delay due to the fact that he
was in Burope and that a number of the requested documents
are not documents over which he has immediate control.

Mr. Karras understands his obligations under
the Order and intends to fulfill those obligations if and
when required. To impose upon him arbitrary dates for yet
undisclosed requirements is, in my submission, quite
unreasonable. I would ask you to review this with Mr.
Hendricks.

In the meantime I await your reply.

Ygars very truly,

ALFRED SCHORR

AS/kb
c.C. Mr. Karras
c.C. Stuart Mitchell

c.C. John Hendricks



13. The Debtor has no discernible operations and the Real Property is leased to the following
parties:

(@  Be SixFifty Hotel Inc., a company of which Karras is the sole director and officer
that operates a hotel at the Real Property; and

(b) 2452482 Ontario Inc. ofa Food Society, which operates a restaurant at the Real
Property;

Production of the Records
14.  The Receivership Order empowers and authorizes the Receiver to, infer alia:

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

(b)  receive, preserve, and protect the Property;
15.  The Receivership Order obliges the Debtor and Karras, among others, to;

(2) forthwith advise the Receiver of the existence of any Property in such person's
possession or control, grant immediate and continued access to the Property to the
Receiver, and deliver all such Property to the Receiver upon the Receiver's

request; and

(b)  forthwith advise the Receiver of the existence of any books, documents,
securities, contracts, orders, corporate and accounting records, and any other
papers, records and information of any kind related to the business or affairs of
the Debtor and to provide or permit the Receiver to make, retain and take away

copies of same;

16.  On the date of the Receivership Order, the Receiver personally delivered a copy of the
Receivership Order to Karras and, in accordance with the Receivership Order, requested
various documents, including tax returns, financial statements, bank statements, leases,

insurance documentation and lists of creditors; )
The Receiver contacted me by text messages on August 1, 2017 at 2;37 pm requesting I contact him. I did so and subsequently spoke and arranged a time to
meet at the property. After our arrangement, he sent me a further text message at 3:23 pm stating that he was on his way to the property despite our prior
agreement.
The Receiver did NOT personally deliver a copy of the Receivership Order. I received that by email.

Iinformed the receiver that I was travelling the following day and given the lateness in the day, I would not be able to locate any of the documents, but I
would certainly try to get him what I could.



17.

18,

19.

20.

Due to Karras® travel plans, and the fact that the books and records relating to the Debtor
are not held at a central location or at the Real Property, on August 2, 2017, the Receiver
agreed to accept certain urgently required documentation prior to Karras’ departure, with

the remainder to be provided upon his return;

The documentation urgently requested by the Receiver were the following (collectively,

the “Urgent Records™):

(@  tax returns for the most recent tax year;

(b) financial statements;

(c)  bank account details;

(d)  copies of the leases with the Real Property tenants (the “Leases™);
(e  insurance information with respect to the Premises; and

()  motor vehicle details, including proof of insurance;

Despite the Receiver following up and its repeated requests for same, Karras did not

provide any documentation, including the Urgent Records, prior to his departure to

Europe;

Donly had the leases and was not able to send them by email myself as the files were too large.

On August 3, 2017, the Receiver's counsel wrote to Karras, copying the Debtor's
counsel, requesting that the Urgent Records be delivered without delay;

Despite the fact that X informed the Receiver that [ was travelling out of the country the following day and that I would have limited or no access to email,
he proceeded to have a letter sent to me by his legal counsel, which he knew I would not see since I was travelling.

21.

22

To date, the Receiver has only reccived copies of the Leases. The remaining Urgent
Records and other Records have not been provided to the Receiver despite its repeated

requests;
The Reeciver has received more than the leases through Alfred Schorr.

The Receiver requires the Records, without delay, in order to, inter alia:

(@)  properly discharge its duties and obligations as set forth in the Receivership Order
and the Bankrupicy and Insolvency Act (Canadg) (“BIA™);
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-5.

The Receiver notes that considerable time was incurred seeking information from third
parties, as noted above, given the lack of any documentation provided by Karras before

ft for Europe,

It is UNREASONABLE of th}ﬁtle?:mer to have expected documents prior to my departure given the time of day we communicated, These costs and efforts

could have been avoided had the Receiver waited until my return this week, as I stated to him.

E. DOCUMENT PROVUEATON TS btasyags have harmed the Debtor.

12,

13.

14,

The Receivership Order empowers and authorizes the Receiver to, inter alia:

(8 - take possession of and exercise control over the Property and any and all
proceeds, receipts and disbursements arising out of or from the Property; and

(b)  receive, preserve, and protect the Property.
The Receivership Order obliges the Debtor and Karras, among others, to:

(@)  forthwith advise the Receiver of the existence of any Property in such person’s
possession or control, grant immediate and continued access to the Property to the
Receiver, and deliver all such Property to the Receiver upon the Receiver’s

request; and

(b)  forthwith advise the Receiver of the existence of any books, documents,
securities, contracts, orders, corporate and accounting records, and any other
papers, records and information of any kind related to the business or affairs of
the Debtor (the “Records”) and to provide or permit the Receiver to make, retain

and take away copies of such Records.

On August 1, 2017, the date of the Receivership Order, the Receiver met with Karras at
the Real Property. At this time, the Receiver requested that Karras provide, in accordance

with the Receivership Order, the following documents:
(a) taxreturns;
) financial statements;

(¢)  bank statements and correspondence including cancelled cheques, cheque register

and any undeposited post-dated tenant cheques;



15,

16.

@
)
®

(4]
1))

®

(k)
)

(m)

6. 17

contracts and leases with the Debtor’s tenants and operators;

a recent general ledger or trial balance;

employee information including T-4 summaries and any correspondence with the

Canada Revenue Agency and any assessments and statements thereof;
leases reléting to leased assets, including vehicle assets;

mortgage files;

insurance files;

lists of creditors including, but not limited to, secured creditors, unsecured

creditors, utilities, government accounts, and accruals;
appraisals and sales effort files;

Harmonized Sales Tax filings including any correspondence with the Canada

Revenue Agency and any assessments and statements thereof; and

related party transaction files.

1 requested to provide me with a list of what documents he required and he did so.
Karras advised the Receiver that he would be unable to provide all of the requested

documents due to a planned trip abroad commencing the next day, and the fact that the

Debtor’s records are not held at the Real Property or another central location.

In an effort to accommodate Karras’ travel plans, the Receiver provided a list of

documents urgently required by the Receiver prior to Karras’ departure, with the

remaining documentation to be delivered upon his return. The urgently requested

documents consisted of the following (collectively, the “Urgent Records™):

(e)
®)
©

tax returns for the most recent tax year;
financial statements;

bank account details;
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(d)  copies of the leases entered into with any tenants at the Real Property (the

‘Leases”);
(e)  insurance information with respect to the Real Propetty; and
()  motor vehicle details, including proof of insurance.

17. The next moming, on August 2, 2017, the Receiver followed up with Karras with respect

to its document requests and reiterated the necessity to have the Urgent Records without

delay.

18.  Inthe afternoon of August 2, 2017, the Receiver again followed up with Karras regarding
delivery of the Urgent Records. At this time, the Receiver advised Karras that the
Receivership Order requires him to produce the Urgent Records forthwith, The Receiver
also requested the contact information for a representative of the Debtor that the Recejver

could contact during the period of Karras’s absence.

19.  Karras disputed the Receiver’s characterization of the agreement regarding delivery of
the Urgent Records but confirmed that he would provide the Leases that same day.
Karras did not provide contact details for any other person with whom the Receiver could

correspond with to obtain the outstanding documents.
I did not confirm that I would provide anything the same day. The Debtor has no employees to rely upon and I informed the Receiver that I would be the

le to locat, ide d ts apd d

20.  The Receiver ugalgr's'{'aezf sego&“tﬁgn 5p %a%t?“&%nnssr thrgff ‘on June 20, 2017, during
cross-examination on his affidavit, Karras undertook to provide copies of the Leases to

the Applicant. Accordingly, the Receiver’s request for copies of the Leases was not the

first time the Karras was requested to produce same.

21. By the evening of August 2, 2017, the Receiver had not received any documentation
including the Leases or any of the remaining Urgent Records. At that time, the Receiver
reiterated to Karras that the Receivership Order requires him to forthwith provide access
to the Records and that the Receivership Order is an order of the Court that must be

complied with in a timely manner,
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22, Karras promptly responded that certain documents were in the process of being scanned
and sent to the Receiver, A copy of the email chain between Karras and John Hendriks
of Farber, dated August 2, 2017 is attached hereto as Appendix “D”,

23.  On the moming of August 3, 2017, the Receiver had not received any of the Urgent
Records or other requested documentation from Karras. The Receiver was advised by its
technology support team that no email transmissions from known e-mail addresses of
Karras or the Debtor had attempted to contact the Receiver’s email servers. As such, if
any emails were initiated by the Debtor or Karas to the Receiver, the emails failed to
send entirely and the Receiver’s email servers did not receive or reject any emails from
these parties due to spam, file size, type of file attachments or any other reason.

24.  On August 3, 2017, the Receiver’s legal counsel wrote to Karras and copied the Debtor’s
legal counsel demanding Karras immediately deliver the Urgent Records. A copy of the
letter from the Receiver’s counsel to Karras, dated August 3, 2017, is attached hereto as
Appendix “E”. The Receiver also sent a text message to Karras’ known cell phone
number to advise that the letter was emalled to him and the Debtor’s legal counsel and to

check his email for same.

25.  The Receiver’s counsel did not receive a response from Karras to its letter, however the
Debtor’s legal counsel did verbally undertake to provide certain documentation in his
possession the following morning and to attempt to contact Karras to follow up on the

production of the Urgent Records.
Of course they received no response since I was travelling and the Receiver was aware that I was unavailable for 1 week, yet he decided to incur costs un-

26.  Onthe moming of August 4, 2017, the Debtor s legal counsel provided the Receiver with
copies of the Restaurant Lease as well as copies of issued statements of claim in respect

of two pending actions commenced by the Debtor, among others.

27. A few days later, on August 8, 2017, bE SixFifty Hotel Inc, provided to the Receiver a
copy of the Hotel Lease. The corporate profile report in respect of bE SixFifty Hotel
Inc,, dated August 3, 2017, a copy of which is attached hereto as Appendix “F”, lists

Karras as the sole director and officer of the company.
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29.

30.

-9.

The remaining Urgent Records and other Records have not been provided to the Receiver

despite its repeated requests for same.
The Receiver requires the Records, withont delay, in order to, inter alia:

(@  properly discharge its duties and obligations as set forth in the Receivership Order
and the Bankrupicy and Insolvency Act (Canada);

(b)  take possession and control of the Property, including confirming that adequate

insurance is in place;

(¢)  determine the nature and quantum of the Debtor’s pre-receivership liabilities and

notify all creditors of its appointment as Receiver:

.(d)  ascertain whether the ongoing Hotel and Restaurant operations at the Real

Property are covered by appropriate liability insurance and comply with all
regulatory and licensing requirements including, without limitation, building

codes, health and safety requirements, and liquor licence requirements; and

(e)  ascertain whether the ongoing Hotel and Restaurant operations are in compliance
with their obligations under the Leases, including the payment of all rent amounts.

The refusal of Karras to provide the Records is in direct contravention of the
Receivership Order. The Receiver cannot properly and competently undertake and

discharge its duties as Receiver without this information.
I have NOT refused to provide Records!

F. SECURED CREDITORS AND CRA

31

The Real Property is charged to and in favour of eight (8) mortgagees, including the
Applicant. The principal amounts of the mortgages registered against title to the Real
Property total approximately $13.25 million. The Visram Affidavit states that the Debtor
owes the Applicant approximately $10 million pursuant to two mortgages, which the
Receiver understands is inclusive of interest and extension fees. The face amounts of the
other registered mortgages total approximately $9.95 million.

The Debtor has default judgment against the Applicant.

20



the Records include, but are not limited to, the following documentation and information

in respect of the Debtor:

(@) tax returns for the previous five (5) years; .
Attached sre tax returns for the years 2010, 2011, 2012, 2013. I will have a copy of 2014 On August 15, 2017.
(b) financial statements for the previous five (5) fiscal years;
Please refer to “General Index of Financial Information - GIFI - in the above stated tax returns..
(c)  bank statements and correspondence including cancelled cheques, cheque register

and any undeposited lpost-dated tenant cheques;
I do not have any Bank statements, attempted to log in to online banking to print, but the account

losed Jry the bank.
(d) all contracts, correpon&’é‘ﬁéé’ aehdJ lcases With tenants and operators,;

Leases have already been provided.

()  recent general ledger or trial balance and access to the Debtor’s accounting
System,
This will be available Friday, August 18, 2017.

') employee information including T-4 summaries and any correspondence with the

Canada Revenue Agency and any assessments and statements thereof;
ttached is the 2016 T-4 Summary, along with the most recent Statément of Atcount dated July 4, 2017. However, the amount owing shown is greater than t

(®)  allleases relating to leaséd 885 A8 ity vehicle assets;

I waiting for documents.
(hy  all mortgage documentation;
We do not have any mortgage documents.
{ all insurance documentation, including copies of all insurance policies in respect
of the Property;
Property Insurance coverage attached.
0] creditor listing, including names of creditors and amounts owed to all secured
creditors, unsecured creditors, utilities providers, government agencies and others;
Attached summary.
(k)  confirmation from the Heritage Council that the Property is not designated a
heritage building;
Attached is an email from April 2016 confirming no heritage status.
()] all appraisals and documentation in respect of pre-receivership sales efforts:
Appraisal from 2012 attached. Agreements of Purchase and Sale will be provided Monday, August 14, 2017,
(m)  Harmonized Sales Tax filings including any correspondence with the Canada
Revenue Agency and any assessments and statements thereof;
Attached is the 2015 HST Tax filing.
(n)  an accounting in respect of all amounts, including rent, received from, (i)
2452482 Ontario Inc. o/a Food Society since April 1, 2017, and (i) bE SixFifty

Hotel Inc. since July 27, 2016; and
This is being prepared and will be available Friday, August 18, 2017.

(o)  all related party transaction documentation, including documentation concerning
how the Debtor transferred the operations of the bE SixFifty Hotel from the
Debtor to bE SixPFifty Hotel Inc. and the consideration paid by bE SixFifty Hotel

Inc. for the business and hotel assets;

I have requested this information from the company accountant and they have informed me that they will have it to me by
August 28, 2017.
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APPENDIX “D” to the Third Report to the Court of
A. Farber & Partners Inc. in its capacity as court
appointed Receiver of 2220277 Ontario Inc.




Court File No. CV-17-11811-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

BETWEEN:

ZAHERALI VISRAM
Applicant

-and -

2220277 ONTARIO INC.
Respondent

APPLICATION UNDER SUBSECTION 243(1) OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S.C. 1985, c. B-3, AS AMENDED, AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, c. C.43, AS AMENDED

SECOND REPORT TO THE COURT OF A. FARBER & PARTNERS INC. IN ITS
CAPACITY AS COURT APPOINTED RECEIVER OF 2220277 ONTARIO INC.

August 21, 2017

A. GENERAL BACKGROUND

I. On August 1, 2017, pursuant to an order (the “Receivership Order”) of this Honourable
Court (the “Court”), A. Farber & Partners Inc. (“Farber”) was appointed receiver (the
“Receiver”), pursuant to section 243(1) of the Bankruptcy & Insolvency Act, R.S.C.
1985, c. B-3 and Section 101 of the Courts of Justice Act, R.S.0. 1990 over all of the
assets, undertakings and properties (the “Property”) of 2220277 Ontario Inc. (the
“Debtor™). A copy of the Receivership Order is attached hereto as Appendix “A”.

2. The Debtor is a corporation incorporated pursuant to the laws of the Province of Ontario.

Mr. Evan Karras (“Karras™) is the sole officer and director and majority shareholder of

the Debtor.
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The Property includes, without limitation, the real property municipally known as 650
Bay Street and 55 Elm Street located in Toronto, Ontario (the “Real Property”). The
Debtor acquired the Real Property on November 13, 2009.

The Debtor has no discernible operations and the Real Property is leased to the following

parties:

(a) a boutique hotel called the bE SixFifty Hotel (the “Hotel”), which is operated by
bE SixFifty Hotel Inc., (“SixFifty”) a company related to the Debtor, pursuant to
a lease dated July 27, 2016 (the “Hotel Lease”); and

(b) a bistro café called the Food Society (the “Restaurant”), which is operated by
2452482 Ontario Inc. pursuant to a lease between the Debtor and 2452482
Ontario Inc., dated April 1, 2017 (the “Restaurant Lease”).

The Debtor advises that it previously operated the Hotel until a pipe burst and flooded the
premises on or about March 13, 2016. The Debtor entered into the Hotel Lease on July
27,2016 and SixFifty commenced operating the Hotel in December 2016.

As set out in the Receiver’s First Report to the Court, dated August 9, 2017 and the
Receiver’s Supplemental Report to the First Report, dated August 14, 2017, the Receiver
has faced ongoing difficulty obtaining the Debtor’s books and records from the Debtor

and Karras.

The August 15, 2017 endorsement of the Honourable Regional Senior Justice Morawetz
(the “Endorsement”), set out certain documents to be produced by Karras on that day
and certain additional information to be produced by 5:00 p.m. Friday August 18, 2017.
The Endorsement also required the Receiver to provide a report thereon to be delivered to

the Court no later than 12:00 p.m. Monday August 21, 2017.

B. PURPOSE OF THE REPORT

8.

The purpose of this Receiver’s Second Report to the Court, dated August 21, 2017 (the
“Second Report”), is to report to the Court on the status of the production of the

Debtor’s books and records.



C. DISCLAIMER

9.

In preparing this Second Report the Receiver has relied upon the unaudited, draft and/or
internal financial and other information provided by the sole director and officer of the
Debtor, its advisors, and other third party sources. Farber has not independently
reviewed or verified such information. The Receiver has prepared this Second Report for

the sole use of the Court and of the other stakeholders in these proceedings.

D. DOCUMENT PRODUCTION

Form of Productions

10.

To date, Karras has delivered to the Receiver a number of documents attached to emails.
The Receiver specifically advised Karras that its requests for document productions
included any hard copy or electronic copy of documents, including emails, and access to
the accounting system for information stored thereon (as per paragraph 4 of the
Receivership Order). Despite these requests, the Receiver has not received any hard
copies of documents, faxes, pre-receivership emails or electronic documents on storage

devices (i.e. a USB key).

Controlled Documents

11.

12.

Employee documentation - T4s,
ROE:s etc.

On August 15, 2017, on the advice of the Court, the Receiver and its counsel met with
Karras and the Debtor’s counsel, Alfred Schorr, to discuss the availability of the books
and records and the timing for the production of same. During this meeting, Karras
acknowledged that various documents were within his possession or control (the
“Controlled Documents”) and would be delivered immediately. Pursuant to the
Endorsement, Karras was required to deliver to the Receiver the Controlled Documents

that same day, August 15, 2017.

Below is a summary of the Controlled Documents the status of their production:

e 2016 T4s and ROE’s for four employees and Debtor’s
analysis of its outstanding payroll account produced on
Aug 15, 2017.




Additional ROE’s received Aug 16, 2017,

Outstanding:
o Documents or correspondence with Murphy and
Company who negotiated a payment plan with
CRA in or about May 2017

o Copy of the CRA payment plan

Tax documentation

Corporation Income Tax Assessment dated April 5, 2017
confirming no corporate income tax owing for 2014
received Aug 15, 2017.

Karras advises that no financial statements or tax returns
were prepared for the years ended December 31, 2015
and 2016 so no more recent tax information is available.

Real Property insurance
information

On Aug 15,2017, Receiver received an §-page document
titled “Insurance Policy” that was heavily redacted with
no indication that the Debtor was the owner, named
insured or a loss payee on the Real Property. The
accompanying email from Karras stated that he had
requested a Certificate of Insurance from the broker.

The Certificate of Insurance was subsequently received
showing the Debtor as a named insured and owner of the
Property. The Certificate of Insurance confirmed that the
policy is in effect with a term expiry date of November
25,2017,

Outstanding:
o Documentation showing the Debtor as loss payee

Tenant correspondence, lease
amending agreement

Restaurant lease amending agreement, dated April 3,
2017, documenting a rent abatement received at 7:09
p-m. August 18, 2017.

Rental revenue reconciliation received at 5:42 p.m. on
August 18, 2017

Outstanding:

o Documentation regarding lease of the patio to
Restaurant notwithstanding the patio is on
adjacent properties held by three separate legal
entities not related to the Debtor




o Pre-receivership correspondence with tenants

Motor Vehicle Information

Insurance pink slip confirming vehicle insurance for the
three Mercedes (and a 4™ vehicle) and showing the
Debtor as the Named Insured received August 18, 2017

Qutstanding:

o Trust agreement showing that the three vehicles
are owned personally by Karras notwithstanding
the Debtor is a lessee/co-lessee on the three
vehicles as per a review of the PPSA;

o Emails or documents regarding transfer of the
leased vehicles out of the Debtor’s name;

o Photos of the vehicles and their odometers.

Related party transaction
information

Received:

o On August 18 at 5:42 p.m., a 1-page summary of
payments made by SixFifty on Debtor’s behalf
since February 2017

o On August 18 at 4:01 p.m, a 1-line note that over
$3,000,000 is due to “Evan Karras Et Al” as at
September 30, 2014;

Outstanding:
o Accountings and supporting documents of monies
owed by the Debtor to Karras personally and/or
related parties including SixFifty.

o Documentation in respect of transfer of hotel
assets to SixFifty

Revised creditor listing,
including all creditors and
contact information

Revised creditor listing received August 18, 2017,
including amounts owing to mortgagees

Qutstanding:
o Contact details for creditors

13. As set out above, various Controlled Documents were not delivered to the Receiver on or

before the August 15, 2017 deadline. On August 17, 2017, the Receiver sent an email to

Karras, copying Schorr, enquiring about the status of the Controlled Documents.
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Attached hereto as Appendix “B” is a copy of the email from John Hendriks to Karras,
dated August 17, 2017.

14.  The following additional Controlled Documents were subsequently produced on August
18, 2017: the pink slips for the motor vehicles, a one-page restaurant lease amending

agreement, rental reconciliation and revised creditor listing (without contact details).

Other Documents

15. At the August 15, 2017 meeting with the Receiver and its counsel, Karras advised that
certain of the Debtors books and records were in the possession of the Debtor’s
bookkeeper and accountant. Pursuant to the Endorsement, Karras was required to use best
efforts to the cause the production of items not within his control (the “Other

Documents”) by 5:00 p.m. August 18, 2017.

16.  On August 15, 2017 Karras advised the Receiver by email that he anticipated meeting
with the bookkeeper on Friday August 18, 2017 and had scheduled an appointment with
the accountant for Thursday August 17, 2017. Karras subsequently advised that his
accountant had to attend a funeral on Thursday so Karras was expecting to meet with him
on Friday April 18, 2017. Copies of the emails from Karras to the Receiver are attached

hereto as Appendix “C”.
17.  No documents or emails were received from Karras on Wednesday August 16, 2017.

18.  Karras sent a number of the Other Documents to the Receiver by email on Thursday

August 17, 2017. A summary of the status of the Other Documents is below:

Financial Statements e Received:

o Income statements and balance sheets for the
fiscal years ended December 31, 2010 to 2014,
though the loss information per the income
statements did not equal the loss information on
the balance sheets.

o Restated income statements reconciling the losses




reported on the balance sheet and for tax purposes
for the years ended 2010 to 2014 received after
queries from Receiver.

o Prepaid expenses information, including
responses to Receiver’s queries regarding same

Outstanding:

o Financial statements for 2015, 2016 and year-to-
date 2017 were not prepared and Karras
undertook to send 2015-2017 financial
information ‘as-is’.

o Recent general ledger or trial balance.

Tax returns

2010 to 2014 produced

Karras advises that no returns were prepared since 2014
and no HST filings after September 2014.

Banking information

No banking documentation provided as banking was
conducted electronically

Qutstanding:
o Copies of issued cheques

Leased assets documentation

Qutstanding:
o Vehicle lease documentation

o Karras undertook to request from the lessor
Goldcard

o Correspondence and documentation on transfer of
vehicles out of Debtor’s name

Mortgage documentation

Qutstanding:
o mortgage documentation

o Karras advised that they are with “the Suleman
family” and he undertook to request the record
books. Karras has not advised of his efforts to
obtain the mortgage documents.

Minute books, corporate records

Received:

o Electronic minute book as of date of
incorporation in 2009 and 2016 resolution of sole

director




¢ Qutstanding:
o Corporate documents between 2009 and 2016
including the change in directorship.

o Share register

Documents Not in Existence

19.  In response to the Receiver’s requests for the books and records, Karras advised the
Receiver that certain of the books and records do not exist. In this respect, Karras has
undertaken to swear an affidavit setting out those documents not in existence. These

include the following:
(a) tax returns for 2015 and 2016;
(b) financial statements for 2015, 2016 and 2017,

(c) cheque books, bank statements (including cancelled cheques), deposit books and

post-dated cheques;

(d) with respect to pre-receivership sales efforts, any correspondence with potential
purchasers and documents other than the 2012 appraisal included in the Debtor’s
Responding Motion Record and certain other unconsummated sale agreements,
copies of which were included in the Applicant’s Application Record or the

Responding Motion Record.

Document Production Inadequate

20.  The Receiver remains concerned with the status of document production, especially as it
relates to transactions with related parties and parties that own the 3 adjacent properties
on Elm Street (the “Elm Street Holdcos™). Karras has advised the Receiver that he has

no involvement with the Elm Street Holdcos, however the Receiver is aware of the

following:



(@)

(b)

(©

(d)

(e)

-9.

the Debtor purchased then sold on the same day (August 2, 2016), the property at
61 Elm Street to one of the Elm Street Holdcos;

a collateral mortgage registered against the Real Property also secures

mortgage(s) registered on the Elm Street Holdcos;

the Debtor leased the patio to the Restaurant even though the patio is on the Elm
Street Holdcos’ properties and, as noted above, no documentation has been
produced showing the entitlement of the Debtor to include those lands in the

Restaurant Lease;

the legal structure, ownership of the Debtor and ultimate beneficiaries of the
Debtor’s Property is unclear given the representations and information provided
by Karras in his affidavit attached to the Responding Material filed in this matter;

and

the blanket insurance policy in respect of the Real Property includes, as other

insured properties, the three properties held by the Elm Street Holdcos.

21. With respect to the insurance policy on the Real Property, at the August 15, 2017

meeting, Karras and Schorr advised that the policy included certain other properties

owned by Karras and hence a heavily redacted insurance policy was produced. The

insurance broker advised the Receiver that, at the date of the receivership: (a) the Debtor

was not listed as the owner of the Real Property, (b) the Debtor was shown as owning 61

Elm Street, and (¢) the other insured properties are the 3 properties held by the Elm Street

Holdcos. The insurance company has, at least partially, updated its records so the Debtor

is now shown as the owner and a named insured on the Real Property but no information

has been produced showing the Debtor as a loss payee.

E. SUMMARY

22. It appears that the Debtor’s books and records have not been adequately maintained. The

productions to date from Karras have been incomplete and require additional follow up

by the Receiver. Karras has not produced all the Controlled Documents, which are, or



23.

24.

25.

26.
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should be, in his possession and control. Certain of the Other Documents also remain
outstanding, and although Karras has advised the Receiver of some, but not all, of his
efforts to obtain such documents, the Receiver is not aware of when, or if, such

documents will be provided to the Receiver.

The Receiver has not received any hard copies of documents, USB keys, CD-ROMS or
other forms of electronic copies of documents, other than those documents emailed by
Karras to the Receiver in response to the Receiver’s ongoing documentary requests. In
order to aid in the production of the Records (as defined in the Receivership Order), the
Receiver itemized certain documents that it absolutely requires to discharge its duties as
Receiver and, although the Receivership Order was issued 20 days ago, not all of these
documents have been produced. Furthermore, the Receivership Order requires the
production of all Records, not simply those that the Receiver may be aware of and

therefore specifically requests.

The lack of full production of the Records is in direct contravention of the Receivership
Order. The Receiver cannot properly and competently undertake and discharge its duties

as Receiver without this information produced on a fulsome and timely basis.

The alleged non-existence of key books and records is of concern to the Receiver. The
lack of full disclosure and documentation to verify the limited disclosure received to date
is frustrating the Receiver’s efforts to determine and verify the Property of the Debtor and
any additional interests that may attach to the Real Property that impact the Receiver’s

sales efforts.

The Receiver expects to have further questions and additional document requests after it
has reviewed the documents produced in the last week and when it prepares the sales
process materials. Karras is the sole controlling mind, sole owner (apparently through a
holding company), sole director and sole (unpaid) employee of the Debtor. The Receiver
has had to rely on Karras to provide timely and fulsome production to the Receiver’s
queries to date and will need to continue looking to Karras for information on an ongoing
basis. The alternative of the Receiver dealing with incomplete information and

approaching third parties to obtain whatever documentation may be available has been,
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and will continue to be, an inefficient, time-consuming and costly process that could

easily be mitigated with better productions from Karras.

F. RECOMMENDATIONS

"27.  The Receiver respectfully requests that this Honourable Court grant an order:

(a) Mandating the production of the outstanding Controlled Documents and Other

Documents;

(b)  Directing that Karras be personally liable for the Receiver’s costs incurred due to

the multiple court appearances seeking production of the Records; and

() Providing that, if the Records are not produced to the satisfaction of the Receiver,
the Receiver is to schedule a 9:30 chambers appointment during the week of

August 28, 2017 to schedule a motion to find Karras in contempt.

ALL OF WHICH IS RESPECTFULLY SUBMITTED
THIS 215t DAY OF AUGUST, 2017.

A. Farber & Partners Inc. in its capacity as Court
Appointed Receiver of 222027 Ontario Inc.
and not in its personal or corporate capacity

vt

Nané John Hendriks
Title: Vice President
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Campbell, Amanda

Van Allen, Sara-Ann

Froim:

Sent: 20-Aug-17 12:44 PM

To: Campbell, Amanda

Subject: 220277 Ontario Inc. - Books and records so far

From: John Hendriks [mailto:ihendriks@farberfinancial.com]
Sent: 17-Aug-17 4:57 PM
To: ek@alliancevp.com; alfred@schorrlaw.ca

Cc: Stuart Mitchell; Van Allen, Sara-Ann
Subject: 220277 Ontario Inc. - Books and records so far

| have taken a quick look at your emails of Tuesday and today pursuant to Justice Morawetz’ endorsement (the
“Endorsement”). | make these initial observations:

1.

.

Your August 14 email had a few ROE’s and the note “(others to follow)” which we have not yet received

the insurance documents provided August 14 still show no reference to 222 being insured for the
premises. That said, we have since received the Certificate of Insurance showing insurance in place.

At our meeting in Court before the Endorsement was made, you referenced a number of additional documents
which you had in your possession arid/or undertook to provide such as: the restaurant lease amending
agreement, the insurance pink slips for the 3 leased Mercedes, documents {if any) that show how 222 is able to
lease the patio to the restaurant given the patio is on the 3 Elm Street holdco properties, correspondence
relating to the efforts to move the vehicle leases out of 222’s name, photos of the cars and odometer readings,
accounting of your and/or the hotel operator’s accounts showing amounts owing from 222 to them, additional
creditors (if any). Please provide these and any other “ltems within the control of Evan Karras to be delivered to
Receiver today” as set out in the Endorsement.

The 2010 to 2014 financial information you sent today makes references to security deposits and
prepaids. What do these relate to and what are the current balances?

The 2010 to 2-14 statements appear to be printed from a software accounting package. Ask your accountant or
bookkeeper to print whatever the system shows for 2015, 2016 and year-to-date 2017 at your meeting with

them tomorrow.

We will need additional documents for the 2010 to 2014 period reconciling the financial statement losses to the
tax return losses. For example, there is a $123k loss on the 2014 balance sheet but an $856k loss on the 2014

tax return.

The electronic minute books show the 2009 set up of the company with 2 directors. The next page is a July
2016 resolution stating your are the sole director. Please provide the additional documents/filing that

transpired between 2009 and 2016.

You advised that your meeting with the accountant is now delayed to tomorrow which is the same day you are meeting
with the bookkeeper. Please confirm that as part of your meeting with the accountant, Suleman, you are still
endeavouring to obtain the company’s mortgage records from “the Suleman family”. Let us know if we can be of any
assistance or if you want additional copies of the Order to present to them. Alternatively, if you or they have any

questions, do not hesitate to call me.



Thank you for the updates and please continue to send them to me so | can report on “Karras will use best efforts to
cause production to the made to Receiver by 5:00 p.m..."” tomorrow as per the Endorsement.

Yours very truly,

John Hendriks CPA, CA, LIT

Farber Financial Group

150 York Street, Suite 1600

Toronto, Ontario, MSH 3S5

Direct; 416-496-3701

Fax: 416-496-3839
mailto:thendriks@farberfinancial.com

http://www.farberfinancial.com

Farber

FINARCIAL GROUP

Responsive. Practical. Results.

2 R e
This message is intended only for the use of the intended recipients, and it may be privileged and confidential. If you are not the intended
recipient, you are hereby notified that any review, retransmission, conversion to hard copy, copying, circulation or other use of this message is
strictly prohibited and may be illegal. If you are not the intended recipient, please notify me immediately by return email and delete this message

from your system. Thank you.
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Van Allen, Sara-Ann

Subject: FW: Update

From: John Hendriks {mailto:jhendriks@farberfinancial.com]
Sent: 15-Aug-17 9:44 PM

To: Stuart Mitchell; Van Allen, Sara-Ann

Subject: Fwd: Update

John Hendriks CPA, CA, LIT

Farber Financial Group

150 York Street, Suite 1600

Toronto, Ontario, MSH 3S5

Direct: 416-496-3701

Fax: 416-496-3839

mailto:jhendriks @farberfinancial.com
http://www.farberfinancial.com

Begin forwarded message:

From: Evan Karras <ekarras @rogers.com>

Date: August 15, 2017 at 8:30:39 PM EDT

To: "jhendriks @farberfinancial.com" <jhendriks @farberfinancial.com>
Cc: Alfred Schorr <alfred @schorrlaw.ca>

Subject: Update

Reply-To: Evan Karras <gkarras @rogers.com>

Good Evening John,

Further to my earlier émail with the documents provided to you, I also wanted to update you with

respect to my other efforts.

1) I spoke with Royce Luong, the book-keeper, and I advised him that he does not need to

complete the 2015 and 2016 tax returns nor the HST filings. I asked him to provide me with the

all the entries as they are. I anticipate meeting him by Friday;

2) I called the company accountant and again, I requested the material that he has in his
possession. I have scheduled a meeting on Thursday with him;

3) I contacted my insurance brokers at KRG to request a certificate of insurance and I was told

that I should receive it tomorrow.
I will keep you informed as I progress.
Thank you,

Evan



Van Allen, Sara-Ann

Subject: FW: Statements

From: John Hendriks [mailto:jhendriks@farberfinancial.com]

Sent: 17-Aug-17 4:01 PM
To: Stuart Mitchell; Van Allen, Sara-Ann
Subject: FW: Statements

John Hendriks CPA, CA, LIT

Farber Financial Group

150 York Street, Suite 1600

Toronto, Ontario, M5H 3S5

Direct: 416-496-3701

Fax: 416-496-3839

mailto:jhendriks @farberfinancial.com
http://www.farberfinancial.com

Faroer

FINANCIAL GROUP

Responsive. Practical. Results.

This message is intended only for the use of the intended recipients, and it may be privileged and confidential. If you are not the intended
recipient, you are hereby notified that any review, retransmission, conversion to hard copy, copying, circulation or other use of this message is
strictly prohibited and may be illegal. If you are not the intended recipient, please notify me immediately by return email and delete this message
from your system. Thank you.

From: Evan Karras [mailto:ekarras@rogers.com]
Sent: August-17-17 3:53 PM

To: John Hendriks; Alfred Schorr

Subject: Statements

Hello John,

My meeting with the accountant today was rescheduled for tomorrow. The accountant had a funeral to attend
and was not able to see me.

In the meanwhile, attached herewith please find the Income Statements for the years 2010 to 2014. I will send
you the Balance Sheets for the same period in a separate email shortly.

Thank you,

Evan
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APPENDIX “E” to the Third Report to the Court of
A. Farber & Partners Inc. in its capacity as court
appointed Receiver of 2220277 Ontario Inc.
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APPENDIX “F” to the Third Report to the Court of
A. Farber & Partners Inc. in its capacity as court
appointed Receiver of 2220277 Ontario Inc.
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with the Bay Street property.

5. Suleman and Hush Homes Inc. did not live up to the terms of the Share
Purchase Agreement although I did receive approximately $500,000.00 over time

and some work was done. They were to get 20% of the company for $1,125,000.00.

6. The property in question is not a heritage building. I was not looking for
bridge financing. [ was looking for approximately $1,000,000.00 which I needed to
convert the building into a 22 room hotel with space for restaurants or retail on the

main floor.

7. It was through my introduction to Hush Homes Inc. and its principals that I
met with Mr. Visram. [ was advised that Mr. Visram and Musa Suleman had been
long time friends and compatriots. I had a financing commitment from another

lender but Visram and Hush insisted that it would be best to work with Visram.

8. The full purchase price for the 20% interest was to be paid in cash. When
Hush was not able to pay in cash they suggested doing work at the property at their

cost. Some work was done but not very much.

9. I provided to Visram the actual budget for construction. The collective idea
at this point was that since Hush Homes Inc. and its principals were very much

engaged in their own home building business and money was tight that I might be
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Respondent. Matters did not work out as we had hoped and I agreed to purchase his

interest.

13.  1did not receive any advance in January nor did I receive any statement from
the Applicant in connection with any purported advances in January. Idid receive a
statement, however, in connection with the second advance which is Exhibit 7 of the

affidavit of Zaherali Visram.

14.  The second advance statement makes reference to a $330,000.00 advance
that had already been made. I never received any evidence that such an advance
was made to anyone. Furtﬁermore in accordance with the mortgage loan
commitment (Exhibit 5) the first advance was to be in the amount of $200,000.00
with a holdback of $50,000.00 as an estimated partial holdback for any construction
liens. To date the $50,000.00 has never been advanced to the Respondent. The
statement further provides for $400,000.00 “pay down of mortgage - Visram to
2173252 Ontario Inc.” in accordance with paragraph 8 of the Commitment. Neither
the Respondent nor I have ever had any interest in 2173252 Ontario Inc.
Furthermore paragraph 8 of the commitment letter does not provide for the amount
of the $400,000.00 which constituted the loan which the Applicant allegedly made
to 2173252 Ontario Inc. In any event 2173252 Ontario Inc. is not a party to the loan
agreement nor is it a guarantor under the mortgage. As indicated earlier apart from
some construction work (which I estimate did not exceed $100,000.00) the

Respondent received no henefit whatsoever from this advance. The $200,000.00
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payable to Estreicher was an authorized payment to remove him as a shareholder of
the Respondent. I do not know why another $45,000.00 was paid to Hush Homes
Inc. especially since there is no reference to this whatsoever in the mortgage loan
commitment. Paragraph 8 of that commitment makes it clear that whatever amount
of loan was outstanding was less than the $400,000.00 as “the balance of the
mortgage funds shall be used solely for the purposes of completing construction and

other related costs with respect to the property.”

15.  When Mr. Visram presented to me the first revised Re-Direction for Funds
which in effect provided virtually nothing to the Respondent to meet the
$1,000,000.00 budget I protested and pointed out to Mr. Visram that this was not
why I had sought his assistance -~ I needed the $1,000,000.00 to complete the
project. He said words to the effect that I shouldn’t be concerned due to my
relationship with the Suleman family and that if they didn’t come through “I'll give

you more money if you need it.”

16.  As appears from Exhibit 6 of the Affidavit of Zaherali Visram the mortgage
was registered on March 6 2012 and provides for a last payment date of April 18
2012. It also provides for a first payment date of February 16 2012 and a last
payment date of April 12 2018, a rate of interest at 12%, that the mortgage was
closed, and that the Chargor would have the privilege of prepaying at any time

without notice upon the payment of one months interest bonus on the principle
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amount secured. As appears from the mortgage loan commitment there was a

lender’s fee of $48,000.00.

17.  Asindicated earlier in this Affidavit all of the money that may have been
advanced other than the money for title insurance, lender’s fee, legal fees and
insurance review were advanced to Hush Homes Inc. No monies whatsoever were
advanced' to the Respondent. Furthermore although there was a lawyer involved it
was the lawyer for Hush Homes Inc. I have never received a reporting letter and
have no idea as to what happened to all of this money. In particular I did not receive
any report concerning the provisions under the heading “Advances” in the
mortgage, providing that prior to each advance the Chargor will provide the
Chargees’ Solicitor a Statutory Declaration confirming that all the trades have been
paid th date or will be paid to date from the advance for the work completed to date
and a request to advance. "All advances are to be used for the construction of the

structures on the property, no funds are to be used for any other project or other

property.”

18.  As the Respondent received no money in connection with the $1,200,000.00
mortgage and very little construction work was done by the Suleman family and/or
Hush Homes Inc. | contacted the Applicant advising that the Respondent needed at
least $700,000.00 to complete the project. In response the Applicant indicated that
he was prepared to increase the $1,200,000.00 second mortgage to $1,900,000.00.

He wanted a $90,000.00 lender’s fee - this would still leave me $600,000.00. The
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Respondent did not get any money in connection with this increased loan to
$1,900,000.00. Instead, at the last minute, the Applicant said that the loan would
have to be $3,000,000.00 in order to free up for the Respondent the $700,000.00
which I felt what we needed and an extra cushion of $300,000.00 or $400,000.00.

Reluctantly I agreed.

19.  Asappears from Exhibit 9 to the Affidavit of the Applicant on the increase of
loan from $1,200,000.00 to $1,900,000.00 the Applicant received a lender’s fee of
$19,000.00; Applicant's lawyer received $2750.00, outstanding interest payments
were deducted. The statement further provides that $400,000.00 was to be
withheld by the Applicant referable to some personal loan. No personal loans were
ever made to the Respondent. In addition there is a reference to a $192,250.00
being paid but those monies were paid to Hush Homes. In short apart from the |

interest payments the Respondent received nothing.

20.  Exhibit 11 is the Direction increasing the $1,900,000.00 mortgage to
$3,000,000.00. As appears from that Direction there is a lenders’ fee of $90,000.00,
legal fees of $3664.75, outstanding taxes of $122,751.41 and bailiff charges of
$49,037.00. There are holdbacks for construction lien and a reserve fof interest
payments totaling $200,000.00, a repayment of some loan from the Applicant to
Hush Homes Inc. in the amount of $204,000.00 and an alleged net balance to
borrower of $440,046.40. The Respondent did not receive any money. The

Respondent has never received credit for the interest holdback nor the construction
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lien holdback. The Respondent may have got some benefit from the interest reserve

and certainly from the City of Toronto taxes but apart from that, nothing.

21.  Asappears from Exhibit 7 the purported advance under the original
mortgage for $1,200,000.00 was $1,078,000.00. No accounting has ever been given

for the $122,000.00 difference between the $1,078,000.00 and the $1,200,000.00.

22, TheRespondent has committed itself to repay $3,000,000.00 when it has

received a pittance.

23. 1 am advised by Naheel Suleman and verily believe that some payments were
made on the mortgage by him but I have never received an accounting either from
Suleman or from the Applicant as to what funds were received prior to the
Forbearance Agreement in March of 2015. As appears from page 101 of the
Applicant’s Record in addition to alleged interest payments outstandipg totaling
$908,590.93 a claim is also made for $59,250.00 for an extension fee. The

Respondent never asked for an extension.

24.  Insofar as the action that was commenced by the Applicant at page 98 of the
Applicant's Record I verily believe that this action was brought because of
difficulties which the Applicant was encountering in his various outstanding

dealings with the Suleman family and Hush Homes Inc.
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29.  Asfar as Ardelini Investments Inc. is concerned again this is a collateral
mortgage in connection with properties owned by Hush Homes Inc. Now shown to
me and marked as Exhibit “A” to this my Affidavit is the Statement of Defence in that
action. The fact as set out in the Statement of Defence are true. The Plaintiff has

taken no further steps.

30. The facts as reférred to in paragraph 30 of Mr. Visram’s Affidavit are untrue.
I did not say that I needed another $1,000,000.00 nor did I ask for an extension or
an increase. I pointed out to Mr. Visram that since I got virtually nothing out of the
$1,200,000.00 thét was advanced and he had promised that if  needed more he
would provide it I then approached him for further funding. Keyser Mason Ball
were not lawyers for the Respondent but were the lawyers for and acted for Hush

Homes Inc.

31. The Respondent’s relationship with the first mortgagee was a good one. The
first mortgage matured and I was advised by Mr. Handelman that most of his co-
investors were elderly people that wanted their money. I proceeded to attempt to
arrange a replacement first mortgagee. I approached the Applicant for his consent
to permit the registration of a replacement first mortgage but he refused. Although I
had a mortgage commitment from another lender he refused to allow me to obtain
this mortgage unless it was through him. [ advised Handelman as to the difficulties
and Handelman advised me that he had no choice but to bring proceedings. The

Applicant then redeemed the first mortgage. The amount outstanding on the first

|0
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mortgage was approximately $2,100,00.00. 1 verily believe that the Applicant paid

less than that.

32,  The Applicant then advised me that he would continue the action brought by
the first mortgagee unless I agreed to an extensiqn of the first mortgage on the
terms as set out in the Amending Agreement commencing at page 149 of the
Application Record. As appears from the Amending Agreement the Respondent
was required to agree to an increase in the principle amount of $2,600,000.00. The
Respondent did not receive one cent of the differential between what was owed on
the mortgage (approximately $2,100,000.00 and the said $2,600,000.00). Mr.
Visram alleges that the increase was made with respect to unpaid property taxes,
insurance costs, a construction lien, legal fees and “certain lender’s fees and interest
owing under the first mortgage.” Mr. Visram has provided no evidence of advances
of any of the differential between the discharge amount and the $2,600,000.00
amendment to the first mortgage and Exhibit 2 does not show any liens having been
registered. The Respondent has never received a statement in connection with the

Amendment to the Mortgage nor has the Respondent ever received any monies.

33.  Asindicated at paragraph 47 of Mr. Visram'’s Affidavit at the time of the
acquisition of the first mortgage he demanded that we execute a Forbearance
Agreementin connection with the second mortgage. Again the Respondent was not
represented separately. The Respondent was represented by the lawyers for Hush

Homes Inc.
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34, I deny that any time there was $1,289,760.00 of accumulated interest arrears

or fees. I vigorously objected to this Agreement, the outrageous fees that were being
charged as provided for in paragraphs 3 and 7 and the allegations of arrears as set

out in paragraph 5 of the Agreement.

35.  Atthis point I began to realize that I was the victim of predatory lending
practices and that likely the Suleman family were involved with Mr. Visram in this

connection. I saw my exit by way of sale of the property.

36.  There were two Agreements of Purchase and Sale. The Agreement with
Reserve Land Corporation was for a purchase price of $13,000,000.00. The
Agreement with 932929 Canada Inc. was in the amount of $13,750,000.00. The
Agreement with 9329293 Canada Inc. was assigned to 650 Bay Limited Partnership.
This partnership was formed as a result of a Joint Venture Agreement between the
Respondent and some Investors. I was open and made full disclosure to Mr. Visram
about that Agreement. The principals of 650 Bay Limited Partnership are prepared
to pay me $15,000,000.00 as appears from the Agreement now shown to me and

marked as Exhibit “B“ to this my Affidavit.

37.  Inthe spring of 2016 some pipes burst and there was serious flooding at the
property. The property had to be vacated for work to be completed and closed for

many months but re-opened in late 2016. [ funded the restoration largely with my
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own funds. There is a substantial insurance claim outstanding including an
insurance claim by the hotel operating company for lost profits. In the meantime
the property continues to increase substantially in value. I expect shortly to have an
up to date appraisal. It is my belief that the value of the property is somewhere
between $15,000,000.00 and $20,000,000.00. Even if Mr. Visram is correct and he is
owed $10,000,000.00 on his first and second mortgage there is more than enough
equity to discharge the remaining mortgages, the majority of which are collateral

and are not owed.

38.  Theonly statements which I ever received from the Applicant are mortgage
statements for the second mortgage the commencement date of which is the
Forbearance Agreement and for the first mortgage, the commencement date being
after the Agreement amending the mortgage. Now shown to me and marked as
Exhibit “C* to this my Affidavit are the mortgage statements for the first and second

mortgage received from the Applicant.

39.  lacknowledge receipt of the letter from Chaitons including the Notice under
Section 244 of the Bankruptcy & Insolvency Act. Ireceived it on the 19t of April

2017.

40.  Within the 10 days the Respondent commenced its action as against the
Applicant. As a courtesy the Lawyer for the Respondent wrote to Chaitons inviting

them to accept service of the Statement of Claim. After receiving no response from
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Chaitons the Lawyer for the Respondent wrote to the Applicant's real estate lawyer
to advise that he had not heard from Chaitons and would accordingly effect service
on Mr. Visram personally. Almost immediately the Lawyer for the Respondent
received correspondence from Chaitons that they would accept service. They did
accept service but not until the 17t of May 2017 despite having received on the 4th
of May 2017 a copy of the Statement of Claim as issued. Now shown to me and

marked as Exhibit “D“ to this my Affidavit is the relevant correspondence.

41.  In paragraphs 79 and 81 of his Affidavit Mr. Visram suggests that it is in the
interest of the Debtor’s Creditors generally that a Receiver be appointed. In
paragraph 80 he suggests that the property should be re-developed and the hotel
closed. By reason of thesé allegations I verily believe that this Application is just
another form of pressure to attempt to collect unconscionable amounts of money.
Mr. Visram well knows that none of the creditors would benefit from this
Application as most if not all of the creditors support the Respondent’s position as
to what is actually owed under the first and second mortgage. Furthermore and in
any event there is ample equity to satisfy them so long as the hotel is operating. The
hotel makes an annual profit of approximately $700,000.00 which it has provided to
the Respondent for the Respondent’s needs. The mortgagees who hold collateral
mortgages for other properties (except CVC Ardellini) are likely to provide partial
discharges or postpone their mortgages to fresh financing to take out the first and
second mortgage once the amounts owed under the first and second mortgage have

been established.
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42.  The neighbouring properties to which Mr. Visram refers in paragraph 80 are
the three properties which are owned by the parties to the Joint Venture Agreement
referred to in paragraphs 28 and 36 herein and for which the Respondent has
provided collateral security. My Co- Venturers and I have no desire that the hotel be
closed as it is providing a significant cashflow nor do we wish the property to be
sold as it has substantial equity, even if the financial claims of the Applicant are

established.

43.  Concurrent with this Affidavit | have retained an actuary to prepare a report
for this Honourable Court as to the applicable interest rates at the various intervals.
[ have also retained an appraiser to provide a current appraisal. Now shown to me

and marked as Exhibit “ E“ herein is an appraisal from 2012.

44,  Atpresent the intentions of the Respondent and it's Co-Venturers on the
other three adjoining properties is to expand the hotel by another 20 rooms and to

carry on that business.

45.  Now shown to me and marked as Exhibit “F” to this my Affidavit is the Share

Purchase Agreement which I had with Naheel Suleman dated the 20t of July 2010,

46.  Now shown to me and marked as Exhibit “G” to this my Affidavit is the

second mortgage commitment from Terra Firma which I received in August of 2011
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but of which the Respondent did not avail itself because of the suggestion/request

_ of Naheel Suleman that I deal with Mr. Visram.

47.  Now shown to me and marked as Exhibit “H” to this my Affidavitis a
mortgage commitment dated February 21 2013 for replacement first mortgage. The
Respondent was unable to avail itself of this mortgage commitment due to the

refusal of Mr. Visram to consent.

48.  This Affidavit is sworn in response to the Application by Mr. Visram for the

appointment of a Receiver and not for any improper purpose.

Sworn before me at the )

Town of Newmarket in the Regional )

Municipality of York ) /

This 7)'day of JureZ017 }

3 ’L"“"( {7 ) Eva 7)48 4 /

)
)

A Commissioner *

Alfred Schorr

lo



APPENDIX “G” to the Third Report to the Court of
A. Farber & Partners Inc. in its capacity as court
appointed Receiver of 2220277 Ontario Inc.




“dn TIV WHHL dd¥D0Id HAVYH NOX LVHL ANV SHDVd 40 JdHIWAN TVYILOL HHL SHLVLS LAOLNIYd dNOA LVYHL HJNSNH :HLON
*ALYEJ0¥d SIHI Y04 QHAINASTYAHAE NOILIIY¥OSHA HIIM ‘ANV AI ‘SHIDNALSISNOONI HAILAI¥DSHA NIVIYEDSY OL QAIVOILSHANI dd dTAOHS SAIIYAIOEd ONINIOLAY :HLON

ANNY TO¥VD ‘XINHOHA
xxx QHLITHA ATHLATINOD xxx

ANNYOL ANIYHAHIVD ‘XINHOHA
ANNY TOUVD ‘XINHOHJ
xxx QHLEATHA ATHLITINOD xxx

YALTYM ‘XINIOHJ
xxx (HILETHA ATHLATANOD xxx

YAVYNVYD A0 MNVd TVAOd HHL
xxx QHLITHA ATHLATINOD xxx

ONAJ MOM IHIVOIVIN ‘NVI
xxx QHLITHA ATHLATINOD xxx

¥ ¥ W;N\

‘SAITAAY IOV AYILSIOAL HHI A0 (Z) 0L N

A9 QATLIAS SATIVANNOG d0 NOILJI¥IOSAASIW ‘NOILJII¥OSHId ‘NOISSHS

A0 I¥Yd ANV ¥O AN¥T FHI OL JATIIINA A9 ‘IDV SATIIIL ANVT HHI J04 INd ‘A7

"NMOID i

xx CZ/80/£00Z HONIS $INAWNILSNI dHALATHd

x  SHIING NOISSHIONS TVIONIAOYd ‘pT HIVIOVYVd ‘TT HIVIOVYIVd IJdHFOXH ‘IOV SHATIIL ANVT HHL A0 (T)i

0/€00Z :SHTIIL ANVT

VOILOASHNS HHI HOIHM

[NOM OHM NOSJHAd ANY

{HL OL HINLIAAI0A JO

OL NOISYHANO

OL HASVHT ANY|

"NOIINAANOD

SO0d HSYHINAY A0 HIONHT HONOHYHI II

{O SIHOIY HHL

SILVHIHOSH dNY|

7 NOILOHSENS

OL ‘IOV SHTIII ANYT AHI YAANN NOILIVYISIODAY ISIIA NO

ANV SHdAL INANNOOd TIVY SHANTONI

A9YYHD A0 HOSIA | 0£/T10/800¢ 0GLL69TIV
LT9Z6YD SHIVHWAY

ADYYHD A0 JHASNYEL | 9T/ZT/L66T TEGVTISYD

ADYVYHD | 0£/50/066T LT9Z6YD

HDYVHD | GT/21/886T1 €EVL66LD

YHIAISNVEL | GT/2T1/886T1 ZEVLE6LD
10046210 :SHIYHWAY

IOV SHI¥ANNOd NVTId | T€/G0/8L6T L97TVdE9

O 40 HIVdxx

¥ ¥

¥ ¥

X ¥

¥ ¥

¥ ¥

X ¥

LOALENS x x

LNOINTId  x

aMHO Ol SEIIMVd WOMd SHIIUVA INNOWY TdXI INTWNMISNI fchn(el ‘WAN *OFTd
/LdED

NMOY *ONI ODATOH WIA T9

TIVHS ALIOVAVYD SHNYN | SHEINMO

AEIAITYNAO NOISYHANOD IT

GZ/80/€00¢2 3009 WO¥A NOISYHANOD ILSUIA ITdNIS H3d

THIVA NOILVAYD NId TATINADHS THATAIIVN0O/ALYISH

OINOY¥OL A0 ALID “ZEVL66LD NI SY HINILNA HHI NI HTIVIdHEDOV dd ION AVW NOILAI¥DSHEHA ‘ZEVL661D NI SY OINOJOL 09 Td €-¢ IT Id

FSMEVNAY ALdHd0Ed

*NOILdIYOSHd ALYHdOAd

¥ LNYED NMOJD NI SNOILVAYHASHA OL IDHLdNS » LOV SHTLIL ANVT HHI HLIM HONVAJODDV NI JdHIATIILIHED «

TS:8T:%T LY PT/80/LTOC NO (LT) 0L00-66TTC 99# WDIAJO0
HOTWIODONWY dO0d dHIVdHAd AdLSIDHYT
€ 40 T HDVd ANVY'T

YATAIINAATI XI¥YEJ0Ed ¥04d (AAIVIAFTIEIY) YALSIODHAT THIUVI

OLeIO 4]
oV

<A




*ALYEJ0¥d SIHI Y04 QHINASHYAAY NOILAIY¥OSHd HIIM ‘ANV JAI

“dn TIV WHHL dd¥D0Id HAVYH NOX LVHL ANV SHDVd 40 JdHIWAN TVYILOL HHL SHLVLS LAOLNIYd dNOA LVYHL HJNSNH :HLON
SHIDNALSISNOONI HAILAI¥DSHEA NIVIMADSY OL QAIVOILSHANI dd QTAOHS SAIILYAIOEd ONINIOLAY :HLON

*ONI ODQTIOH WTIH 65
NOILVI0dd0D IVIS-WY *ONI ODATOH WIX LG | 000°00G‘GS d99YHD | 20/80/97102 Z18L6CV1IY
*SINAWALYIS IOV ONINNYTId :SMIYWAT
*ONI ODQTOH WTH T9 *ONI OIMVINO LLZ0ZZZ | 000°00%‘CS YIISNYEL | 20/80/910¢C SYLL6ZVIY
*SINAWALYIS IOY ONIINNYTId :SMIYWAL
“ONI OIMYINO LL2022ZC *ONI ALITIOVA HLTVYEH JAAONIENYT | 0000007°Z$ YAASNYEL | 20/80/910¢C 80LL6CYVIY
L6LGTLEZIY P SHIVWAY
YAYNYD A0 MNVd TYNOILYN
xxx QALATAA XTALATANOD xxx ADYVHD 40 HOSIA | 90/G0/%TI02 LYTSLSELY
*SINAWALYIS IOV ONINNYTId :SMAVWAL
AYVIVHS ‘YIN
*ONI ALITIOVA HLTVIH AJIONIINT Mvavd ‘IAAIHYN
xxx QALITHA XTALITANOD xxx YIISNVEL | T0/70/%10C €LL6VGELY
TEEPL66LD I SHIVHNAL
YAYNYD A0 MNVd TYAO
xxx QALATAA XTALATANOD xxx A9Y¥VHD A0 HOSIA | LO/LO/TT0C LTZSVLZIY
HAIVIVHS ‘YIN
YA¥YNYD A0 MNVA TYNOILYN Mvavd ‘IAAIHYN
xxx QALATHA XTALIATANOD xxx A9YVYHD | 80/90/110¢ L6LSTLZIY
SINAWALYIS IOV ONINNYTId :SMIYWAL
AYVIVHS ‘VIN
Mvdavd ‘IAAIHYN ONHd MOM LAIVOUVI ‘NVI
xxx QALATAA XTALIATANOD xxx YAASNYIL | 80/90/T110¢C 96LGTLZIY
“TIVNGWNHL WOMA ‘ATIVOITddY AI ‘660000-86 “0dXH I/S HIATHAA :SHIVWHAL
ONHd MOM LAIVOMVA ‘NVL
xxx QALATAA XTALATANOD xxx NOIILNDEXHE THA TdY | 90/S0/110¢ 76968921V
ONHAJ MOM IHIVOIVIN ‘NVIL NONT IVM ‘XOHD
xxx QALEATAA ATALITANOD xxx YHASNVEL | G0/G0/T10¢ GL8¥89CIY
NONT IVM ‘XOHD ONAd MOM IHIVOIVW ‘NVIL
xxx (QALITAA XTALITANOD xxx YAISNYEL | 82/20/110¢C §602€921¥Y
LT9Z6KD dd :SHIVWAL
ANNVOL ANTYHHIVD ‘XINHOHJ
a¥HO Ol SHII¥vYd WOMd SHTIIIVd LNNOWY AdXL INAWAMISNI ALVaA ‘WAN *9Fd
/IdED

¥ LNYED NMOJD NI SNOILVAYHASHA OL IDHLdNS » LOV SHTLIL ANVT HHI HLIM HONVAJODDV NI JdHIATIILIHED «

TS:8T:%T LY PT/80/LTOC NO
HOTWIODONWY dO0d dHIVdHAd

€ 40 ¢ HdDvd

(LT) 0L00-66TTC
AdL

YATAIINAATI XI¥YEJ0Ed ¥04d (AAIVIAFTIEIY) YALSIODHAT THIUVI

99# WDIAJO0

SIDHYd
ANVY'T

OLeIO 4]
.L

.lA




“dn TIV WHHL dd¥D0Id HAVYH NOX LVHL ANV SHDVd 40 JdHIWAN TVYILOL HHL SHLVLS LAOLNIYd dNOA LVYHL HJNSNH :HLON
*ALYEJ0¥d SIHI Y04 QHINASHYAAY NOILAIY¥OSHd HIIM ‘ANV JAI

SHIDNALSISNOONI HAILAI¥DSHEA NIVIMADSY OL QAIVOILSHANI dd QTAOHS SAIILYAIOEd ONINIOLAY :HLON

CTBL6CHIY : SMIVWAL
*ONI ODQTOH WIZ T9
*ONI ODATOH WIH 6§
NOILVMOdd0D IVLS-WY *ONI ODATOH WIHA LG NZD INAY NOSSY ON | Z0/80/9T10Z | €18L6ZFIV
*ONI ODATOH WIHE T9
aMHO Ol SEIIMVd WOMd SHIIUVA INNOWY TdXI INTWNMISNI fchn(el ‘WAN *OFTd
/LdED

TS:8T:%T LY PT/80/LTOC NO
HOTWIODOWY ¥d0dA dHIVdHdd
€ 40 € HdDvd

¥ LNYED NMOJD NI SNOILVAYHASHA OL IDHLdNS » LOV SHTLIL ANVT HHI HLIM HONVAJODDV NI JdHIATIILIHED «

(17)

0L00-66TT¢C

HHTATINAATI ALYHdOdd ¥04

(QIIVIATYAEY) YALSIOAY THADEVdA

99# WDIAJO0
AdLSIDHYT
ANVY'T

OLeIO 4]
oV

<A




APPENDIX “H” to the Third Report to the Court of
A. Farber & Partners Inc. in its capacity as court
appointed Receiver of 2220277 Ontario Inc.




LRO # 80 Transfer Registered as AT4297708 on 2016 0802 at 16:13

The applicant(s) hereby applies to the Land Registrar. yyyy mmdd Page 1 of 3
Properties
PIN 21199 - 0070 LT Interest/Estate Fee Simple

Description PT LT 2-3 PL 60 TORONTO AS IN CT997432; DESCRIPTION MAY NOT BE
ACCEPTABLE IN THE FUTURE AS IN CT997432; CITY OF TORONTO

Address 61 ELM STREET
TORONTO

Consideration

Consideration $2,000,000.00

Transferor(s)

The transferor(s) hereby transfers the land to the transferee(s).

Name RUBINOFF HEALTH FACILITY INC.
Address for Service

I, Corey Rubinoff, President, have the authority to bind the corporation.
This document is not authorized under Power of Attorney by this party.

Transferee(s) Capacity Share
Name 2220277 ONTARIO INC. Registered Owner
Address for Service c/o Keyser Mason Ball LLP

Barristers & Solicitors

4 Robert Speck Parkway
Suite 1600

Mississauga, Ontario
L4Z 1S1

STATEMENT OF THE TRANSFEROR (S): The transferor(s) verifies that to the best of the transferor’'s knowledge and belief, this transfer
does not contravene the Planning Act.

STATEMENT OF THE SOLICITOR FOR THE TRANSFEROR (S): | have explained the effect of the Planning Act to the transferor(s) and |
have made inquiries of the transferor(s) to determine that this transfer does not contravene that Act and based on the information supplied
by the transferor(s), to the best of my knowledge and belief, this transfer does not contravene that Act. | am an Ontario solicitor in good
standing.

STATEMENT OF THE SOLICITOR FOR THE TRANSFEREE (S): | have investigated the title to this land and to abutting land where
relevant and | am satisfied that the title records reveal no contravention as set out in the Planning Act, and to the best of my knowledge
and belief this transfer does not contravene the Planning Act. | act independently of the solicitor for the transferor(s) and | am an Ontario
solicitor in good standing.

Signed By
Jeremy Nathaniel Mandell 1 Adelaide Street E., Suite 801 acting for Signed 2016 07 29
Toronto Transferor(s)
M5C 2V9
Tel 416-869-1234
Fax 416-869-0547

| am the solicitor for the transferor(s) and | am not one and the same as the solicitor for the transferee(s).
| have the authority to sign and register the document on behalf of the Transferor(s).

David Elio Gennaro Di Gregorio 1600-Four Robert Speck Pkwy acting for Signed 2016 07 29
Mississauga Transferee(s)
L4z 1S1

Tel 905-276-9111

Fax 905-276-2298

| am the solicitor for the transferee(s) and | am not one and the same as the solicitor for the transferor(s).
| have the authority to sign and register the document on behalf of the Transferee(s).

Submitted By

KEYSER MASON BALL LLP 1600-Four Robert Speck Pkwy 2016 08 02
Mississauga
L4z 1S1



LRO # 80 Transfer

The applicant(s) hereby applies to the Land Registrar.

Registered as AT4297708 on 2016 0802 at 16:13

yyyy mmdd Page 2 of 3

Submitted By

Tel 905-276-9111
Fax 905-276-2298
Fees/Taxes/Payment
Statutory Registration Fee $62.85
Provincial Land Transfer Tax $28,475.00
Municipal Land Transfer Tax $27,725.00
Total Paid $56,262.85
File Number
Transferor Client File Number : 10254-004
Transferee Client File Number : 19894-07




PROVINCIAL AND MUNICIPAL LAND TRANSFER TAX STATEMENTS

In the matter of the conveyance of: 21199 - 0070 PT LT 2-3 PL 60 TORONTO AS IN CT997432; DESCRIPTION MAY NOT
BE ACCEPTABLE IN THE FUTURE AS IN CT997432; CITY OF TORONTO

BY: RUBINOFF HEALTH FACILITY INC.
TO: 2220277 ONTARIO INC. Registered Owner
1. EVAN KARRAS

I am

[] (a) A person in trust for whom the land conveyed in the above—described conveyance is being conveyed;

[] (b) A trustee named in the above—described conveyance to whom the land is being conveyed;

[] (c) A transferee named in the above—described conveyance;

[] (d) The authorized agent or solicitor acting in this transaction for ____ described in paragraph(s) (_) above.

(e) The President, Vice—President, Manager, Secretary, Director, or Treasurer authorized to act for 2220277
ONTARIO INC. described in paragraph(s) ((c)) above.

] (f) A transferee described in paragraph() and am making these statements on my own behalf and on behalf of
who is my spouse described in paragraph(_) and as such, | have personal knowledge of the facts herein
deposed to.

2. | have read and considered the definition of "single family residence" set out in subsection 1(1) of the Act. The land being conveyed

herein:

does not contain a single family residence or contains more than two single family residences.

3. The total consideration for this transaction is allocated as follows:

(a) Monies paid or to be paid in cash 2,000,000.00
(b) Mortgages (i) assumed (show principal and interest to be credited against purchase price) 0.00

(i) Given Back to Vendor 0.00
(c) Property transferred in exchange (detail below) 0.00
(d) Fair market value of the land(s) 0.00
(e) Liens, legacies, annuities and maintenance charges to which transfer is subject 0.00
(f) Other valuable consideration subject to land transfer tax (detail below) 0.00
(g) Value of land, building, fixtures and goodwill subject to land transfer tax (total of (a) to (f)) 2,000,000.00
(h) VALUE OF ALL CHATTELS —-items of tangible personal property 0.00
(i) Other considerations for transaction not included in (g) or (h) above 0.00
(j) Total consideration 2,000,000.00

PROPERTY Information Record
A. Nature of Instrument:  Transfer
LRO 80 Registration No. AT4297708 Date: 2016/08/02

B. Property(s): PIN 21199 - 0070 Address 61 ELM STREET Assessment 1904066 — 54000600

TORONTO Roll No

C. Address for Service: c/o Keyser Mason Ball LLP
Barristers & Solicitors
4 Robert Speck Parkway
Suite 1600
Mississauga, Ontario
L4Z 1S1

D. (i) Last Conveyance(s): PIN 21199 - 0070 Registration No. AT3549773

(i) Legal Description for Property Conveyed: Same as in last conveyance? Yes No [] Notknown []
E. Tax Statements Prepared By: David Elio Gennaro Di Gregorio

1600-Four Robert Speck Pkwy
Mississauga L4Z 1S1



APPENDIX “I” to the Third Report to the Court of A.
Farber & Partners Inc. in its capacity as court
appointed Receiver of 2220277 Ontario Inc.




LRO # 80 Transfer Registered as AT4297745 o0n 2016 0802 at 16:20

The applicant(s) hereby applies to the Land Registrar. yyyy mmdd Page 1 of 3
Properties
PIN 21199 - 0070 LT Interest/Estate Fee Simple

Description PT LT 2-3 PL 60 TORONTO AS IN CT997432; DESCRIPTION MAY NOT BE
ACCEPTABLE IN THE FUTURE AS IN CT997432; CITY OF TORONTO

Address 61 ELM STREET
TORONTO

Consideration

Consideration $2,400,000.00

Transferor(s)

The transferor(s) hereby transfers the land to the transferee(s).

Name 2220277 ONTARIO INC.

Address for Service c/o Keyser Mason Ball LLP
Barristers & Solicitors
4 Robert Speck Parkway
Suite 1600
Mississauga, Ontario
L4Z 1S1

I, Evan Karras, President, have the authority to bind the corporation.
This document is not authorized under Power of Attorney by this party.

Transferee(s) Capacity Share
Name 61 ELM HOLDCO INC. Registered Owner
Address for Service c/o Phil Lefko
401 Bay Street
Suite 2410
Toronto, Ontario
M5M 1M4

STATEMENT OF THE TRANSFEROR (S): The transferor(s) verifies that to the best of the transferor’'s knowledge and belief, this transfer
does not contravene the Planning Act.

STATEMENT OF THE SOLICITOR FOR THE TRANSFEROR (S): | have explained the effect of the Planning Act to the transferor(s) and |
have made inquiries of the transferor(s) to determine that this transfer does not contravene that Act and based on the information supplied
by the transferor(s), to the best of my knowledge and belief, this transfer does not contravene that Act. | am an Ontario solicitor in good
standing.

STATEMENT OF THE SOLICITOR FOR THE TRANSFEREE (S): | have investigated the title to this land and to abutting land where
relevant and | am satisfied that the title records reveal no contravention as set out in the Planning Act, and to the best of my knowledge
and belief this transfer does not contravene the Planning Act. | act independently of the solicitor for the transferor(s) and | am an Ontario
solicitor in good standing.

Signed By
David Elio Gennaro Di Gregorio 1600-Four Robert Speck Pkwy acting for Signed 2016 07 29
Mississauga Transferor(s)
L4Z 1S1
Tel 905-276-9111
Fax 905-276-2298

| am the solicitor for the transferor(s) and | am not one and the same as the solicitor for the transferee(s).
| have the authority to sign and register the document on behalf of the Transferor(s).

Michele Dorothy Guy 700-480 University Avenue acting for Signed 2016 07 29
Toronto Transferee(s)
M5G 1V2

Tel 416-977-0956

Fax 416-977-5331

I am the solicitor for the transferee(s) and | am not one and the same as the solicitor for the transferor(s).
| have the authority to sign and register the document on behalf of the Transferee(s).



LRO # 80 Transfer

Registered as AT4297745 o0n 2016 0802 at 16:20

The applicant(s) hereby applies to the Land Registrar.

yyyy mmdd Page 2 of 3

Submitted By

COUTTS CRANE 700-480 University Avenue 2016 08 02
Toronto
M5G 1V2
Tel 416-977-0956
Fax 416-977-5331
Fees/Taxes/Payment
Statutory Registration Fee $62.85
Provincial Land Transfer Tax $34,475.00
Municipal Land Transfer Tax $33,725.00
Total Paid $68,262.85
File Number
Transferor Client File Number : 19894-07

Transferee Client File Number :

31116




PROVINCIAL AND MUNICIPAL LAND TRANSFER TAX STATEMENTS

In the matter of the conveyance of: 21199 - 0070 PT LT 2-3 PL 60 TORONTO AS IN CT997432; DESCRIPTION MAY NOT
BE ACCEPTABLE IN THE FUTURE AS IN CT997432; CITY OF TORONTO

BY: 2220277 ONTARIO INC.
TO: 61 ELM HOLDCO INC. Registered Owner
1. TONGFANG JIANG

I am

[] (a) A person in trust for whom the land conveyed in the above—described conveyance is being conveyed;

[] (b) A trustee named in the above—described conveyance to whom the land is being conveyed;

[] (c) A transferee named in the above—described conveyance;

[] (d) The authorized agent or solicitor acting in this transaction for ____ described in paragraph(s) (_) above.

(e) The President, Vice—President, Manager, Secretary, Director, or Treasurer authorized to act for 61 ELM
HOLDCO INC. described in paragraph(s) ((c)) above.

] (f) A transferee described in paragraph() and am making these statements on my own behalf and on behalf of
who is my spouse described in paragraph(_) and as such, | have personal knowledge of the facts herein
deposed to.

2. | have read and considered the definition of "single family residence" set out in subsection 1(1) of the Act. The land being conveyed

herein:

does not contain a single family residence or contains more than two single family residences.

3. The total consideration for this transaction is allocated as follows:

(a) Monies paid or to be paid in cash 2,400,000.00
(b) Mortgages (i) assumed (show principal and interest to be credited against purchase price) 0.00

(i) Given Back to Vendor 0.00
(c) Property transferred in exchange (detail below) 0.00
(d) Fair market value of the land(s) 0.00
(e) Liens, legacies, annuities and maintenance charges to which transfer is subject 0.00
(f) Other valuable consideration subject to land transfer tax (detail below) 0.00
(g) Value of land, building, fixtures and goodwill subject to land transfer tax (total of (a) to (f)) 2,400,000.00
(h) VALUE OF ALL CHATTELS —-items of tangible personal property 0.00
(i) Other considerations for transaction not included in (g) or (h) above 0.00
(j) Total consideration 2,400,000.00

PROPERTY Information Record
A. Nature of Instrument:  Transfer
LRO 80 Registration No. AT4297745 Date: 2016/08/02

B. Property(s): PIN 21199 - 0070 Address 61 ELM STREET Assessment 1904066 — 54000600

TORONTO Roll No

C. Address for Service: c/o Phil Lefko
401 Bay Street
Suite 2410
Toronto, Ontario
M5M 1M4

D. (i) Last Conveyance(s): PIN 21199 - 0070 Registration No. AT4297708

(i) Legal Description for Property Conveyed: Same as in last conveyance? Yes No [] Notknown []
E. Tax Statements Prepared By: Michele Dorothy Guy

700-480 University Avenue
Toronto M5G 1V2



APPENDIX “J” to the Third Report to the Court of A.
Farber & Partners Inc. in its capacity as court
appointed Receiver of 2220277 Ontario Inc.
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SHARE TRANSFER AGREEMENT
THIS AGREEMENT made as of the 29th day of July, 2016.

BETWEEN:

2220277 ONTARIO LIMITED, a corporation formed under the laws of the Province of
Ontario (“Company")

-and ~

EVAN KARRAS, an individual resident in the Province of Ontario (the “Vendor™)

- and -

9329293 CANADA INC,, a corporation formed under the laws of Canada (the “Evan
Holdco™) '

-and -

650 BAY LIMITED PARTNERSHIP, a limited partnership formed under the laws of the
Province of Ontario, by its general partner 650 Bay GP Inc. (the “Purchaser™)

RECITALS:

A. The Vendor is the sole director and officer of the Company.
B. The Vendor is the legal and beneficial owner of all of the Purchased Shares.

C. Evan Holdco is a company wholly-owned and controlled by the Vendor and will receive
significant benefits arising from the transactions contemplated by this Agreement, including
obtaining its interest in the Purchaser,

D. The Vendor wishes to sell, and the Purchaser wishes to purchase all of the Vendor's right,
title and interest in and to the Purchased Shares upon the terms and conditions set forth in

this Agreement,

NOW THEREFORE, in consideration of the foregoing and the representations, warranties,
covenants, conditions, agreements and promises contained in this Agreement and for other good
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged by the
Parties to this Agreement, including the payment by the Purchaser to Evan Holdco of the amount of
ten dollars ($10.00), now paid, the Parties agree as follows:

ARTICLE 1
INTERPRETATION

1.1 Definitions

Transfer Agreement — 650 Bay Street / 55 Elm Street



Throughout this Agreement, the following terms shall have the following corresponding meanings:

650 Bay Mortgages" means the mortgages on the Property as set out in Schedule 1.1(a), having an
aggregate outstanding amount payable, including all principal and all accrued and unpaid interest to
and including the Closing Date and including the aggregate amount of all contingent liabilities and
obligations under all collateral mortgages, whether or not any amount shall be outstanding or owing
at any time, as set out in Schedule 1.1(a) as of the date hereof and as updated as of the Closing

Date.
"Adjustment Notice" has the meaning ascribed thereto in Section 2.5.
“Affiliate” has the meaning given to such term in the Securities Act {(Ontario).

“Agreement”’ means this share transfer agreement between the Parties, including all instruments
amending or restating of this Agreement.

“Annual Financial Statements” means the annual reviewed financial statements of the Company
for the fiscal years ended December 31, 2014 and December 31, 2015, copies of which are set out

in Schedule 3.1(B)}(g).

“Applicable Law” means, with respect to any Person, property, transaction, event or other matter,
(i) any foreign or domestic constitution, treaty, law, statute, regulation, code, ordinance, principle of
commeon law or equity, rule, municipal by-law, Order or other requirement having the force of law,
(ii) any policy, practice, protocol, standard or guideline of any Governmental Authority which,
although not necessarily having the force of law, is regarded by such Governmental Authority as
requiring compliance as if it had the force of law (collectively, the “Law?™) relating or applicable to
such Person, property, transaction, event or other matter and also includes, where appropriate, any
interpretation of the Law (or any part thereof) by any Person having jurisdiction over it, or charged
with its administration or interpretation.

“arm’s length” has the meaning that it has for purposes of the fncome Tax Act (Canada);

"Assets" means all of the undertaking and all of the property and assets of the Company of every
kind and description and wheresoever situate, including atl assets shown on the Financial
Statements, and all real and personal property, including the Plans and Studies all rights in and to

the Plans and Studies,
“Associate” has the meaning given to such term in the Securities Act (Ontario).

“Books and Records” means the Financial Records and all other books, records, files and papers
of the Company including drawings, engineering information, manuals and data, sales and
advertising materials, sales and purchase correspondence, trade association files, research and
development records, lists of present and former customers and suppliers, personnel, employment
and other records, and the minute and share certificate books of the Company and all records, data
and information stored electronically, digitally or on computer-related media.

“Business” has the meaning given to such term in the Limited Partnership Agreement.
"Business Day" means any day other than a Saturday, Sunday or statutory holiday in Ontario.
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“Capital Contribution” has the meaning ascribed thereto in Limited Partnership Agreement.
“Capital Commitment” has the meaning ascribed thereto in Limited Partnership Agreement.

"Claims" means, collectively, Direct Claims and Third Party Claims.

"Closing" means the closing of the purchase and sale of the Purchased Shares contemplated by this
Agreement, including without limitation, the payment of the Purchase Price and the delivery of the
documents to be delivered on the Closing Date in the manner and at the times set forth in this

Agreement.

“Closing Date” means July _ , 2016 or such earlier or later date as the Partics may agree or as
may be extended in accordance with the terms hereof.

“Closing Time” means 2 p.m. Toronto time on the Closing Date or such other time on the Closing
Date as the Parties shall agree in writing.

“Consent” means any consent, approval, permit, waiver, ruling, exemption or acknowledgement
from any Person (other than the Company) which is provided for or required: (i) in respect of or
pursuant to the terms of any Contract; or (ii) under any Applicable Law, in either case in connection
with the sale of the Purchased Shares to the Purchaser on the terms contemplated in this Agreement,
to permit the Company to carry on the Business after Closing, or which is otherwise necessary to
permit the Parties to perform their obligations under this Agreement.

“Contracts” means all pending and executory confracts, agreements, leases and arrangements
(whether oral or written) to which the Company is a party or by which the Company or any of its
Assets or the Business is bound or under which the Company has rights.

“Damages” means, whether or not involving a Third Party Claim, any loss, cost, liability, claim,
interest, fine, penalty, assessment, damages available at law or in equity, expense (including
reasonable costs, fees and expenses of legal counsel and reasonable costs, fees and expenses of

investigation) or diminution in value.

“Debt” means, with respect to the Company, afl debts, indebtedness, liabilities or obligations of any
kind whatsoever, whether primary or secondary or absolute or contingent, including, without
limitation: (i) the principal amount of any indebtedness for borrowed money, including the 650 Bay
Mortgages (including the full amount of contingent liabilities under collateral mortgages forming
part of the 650 Bay Mortgages), cheques, overdrafts and orders accepted representing an extension
of credit, together with all prepayment premiums or penalties and other amounts in respect thereof
to terminate and discharge such obligations; (ii) all payment obligations of the Company for the
deferred purchase price for purchases of property; (iii) any capital lease obligation, synthetic lease
obligation, obligation under any sale and leaseback transaction or purchase money obligation; @iv)
any off-balance sheet financing; (iv) evidenced by notes, bonds, debentures, guaranties, mortgages
or similar obligations and any obligation on which interest is customarily paid by a Person,
including banker's acceptances and letters of credit; (v) any liability of the Company with respect to
interest rate swaps, collars, caps and similar hedging obligations in existence immediately prior to
the Closing; (vi) secured by an Encumbrance on any Assets; (vii) any debt like obligations; (viii)
any issued and outstanding shares or securities of the Company where a Person may require the
redemption or purchase by the Company of such shares or securities and any declared but unpaid,
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or accrued but not paid, dividends on shares of the Company; (ix) any indebtedness of the type
referred to above of any Person other than the Company in existence immediately prior to the
Closing which is either guaranteed by, or secured by a security interest upon any property of the
Company; (x) any unpaid inferest, prepayment premiums or penalties accrued or owing on any such
indebtedness or obligations; (xi) all trade payables and any other payments payable in respect of
any trade payables, whether or not incurred in the ordinary course of business; (xii) all Taxes for the
period up to an including the Closing Date, including those which may be, or become, due or
payable after the Closing Date; (xiii) amounts paid and payable in respect of the Property, including
under Permitted Encumbrances, utilities (to the extent such meters have not been read on Closing),
and utilities deposits, taxes (including local improvement charges and assessments and business
taxes) and other adjustments established by the usual practice in Toronto, Ontario for the purchase
and sale of a property similar to the Property; and (xiv) the dollar value of any Damages subject to
the Vendor's' indemnification obligation hereunder.

“Drirect Claim” has the meaning ascribed thereto in Section 5.3,

“Employee” means an individual who is employed by the Vendor whether on a full-time or part-
tirne basis.

“Employee Plans” all written or oral employee benefit, welfare, supplemental unemployment
benefit, bonus, pension, profit sharing, executive compensation, current or deferred compensation,
incentive compensation,. stock compensation, stock purchase, stock option, stock appreciation,
phantom stock option, savings, severance or termination pay, retirement, supplementary retirement,
hospitalization insurance, salary continuation, legal, health or other medical, dental, life, disability
or other insurance (whether insured or self-insured) plan, program, agreement or arrangement, and
every other written or oral benefit plan, program, agreement or arrangement sponsored, maintained
or contributed to or required to be contributed to by the Vendor for the benefit of the Employees or
former Employees and their dependants or beneficiaries.

"Encumbrances" means any mortgage, charge, pledge, security interest, assignment, encumbrance,
lien (statutory or otherwise), title retention agreement or arrangement, restrictive covenant or and
any other encumbrances of any nature or any other arrangement or condition that in substance
secures payment or performance of an obligation other matters capable of becoming any of the
foregoing as well as any work orders or deficiency notices issued by any authority having

jurisdiction over the Property.
“Engagement” shall have the meaning given to it in Section 4.4.

“Environmental Claims” means a claim, notice, administrative order, citation, complaint,
summons, writ, proceeding or demand relating to remediation, investigation, monitoring,
emergency response, decontamination, restoration or other mandated action under any
Environmental Laws or any notice, claim, demand or other communication alleging or asserting
liability, either direct or indirect, and either in whole or by way of contribution or indemnity, for
investigatory, monitoring or cleanup costs, Governmental Authority response costs, damages,
personal injuries, fines, penalties or for other relief, and arising out of, based on or resulting
from: (i) the presence, or Release into the environment, of any Hazardous Materials; or (ii) any non-
compliance or alleged non-compliance with any Environmental Laws; or (iii) the failure of the
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Property to comply with any environmental standard in Ontario related to the uses proposed for the
Project as outlined in the Limited Partnership Agreement,

“Environmental Laws” means all Applicable Laws now or hereafter in existence concerning
contamination, pollution, protection or preservation of the environment or otherwise relating to the
environment (including the air within any structure or underground space) or to environmental
aspects of occupational health and safety, product safety and product liability, including Applicable
Laws pertaining to: (i) reporting, licensing, permitting, investigating and remediating the presence
of Hazardous Materials; and (ii) the storage, generation, use, handling, manufacture, processing,
transportation, treatment, Release and disposal of Hazardous Materials.

"Estimated Closing Statement” has the meaning given to such term in Section 2.4.

"Final Closing Statement" the resulting closing statement from each determination of an
amendment to the Estimated Closing Statement in accordance with the terms of this Agreement.

“Financial Records” means all of the Company's books of account and other financial data and
information, and includes all records, data and information stored electronically, digitally or on

computer-related media.

“Financial Statements” means the Annual Financial Statements and the Interim Financial
Statements.

“Governmental Authority” means: (a) any domestic or foreign government, whether national,
federal, provincial, state, territorial, municipal or local (whether administrative, legislative,
executive or otherwise); (b) any agency, authority, ministry, department, regulatory body, court,
central bank, bureau, board or other instrumentality having legislative, judicial, taxing, regulatory,
prosecutorial or administrative powers or functions of, or pertaining to, government; (c) any court,
commission, individual, arbitrator, arbitration panel or other body having adjudicative, regulatory,
judicial, quasi-judicial, administrative or similar functions; and (d) any other body or entity created
under the authority of or otherwise subject to the jurisdiction of any of the foregoing, including any
stock or other securities exchange or professional association.

“Hazardous Materials” means any contaminants, pollutants, substances or materials that, when
released into the natural environment, could cause, at some immediate or future time, harm or
degradation to the natural environment or risk to human health, including such contaminants,
-pollutants, substances or materials are prohibited, controlled or regulated by any Governmental
Authority and any “contaminants”, “dangerous substances”, “hazardous materials”, “hazardous
substances”, “hazardous wastes”, “industrial wastes”, “liquid wastes”, “pollutants” and “toxic
substances”, all as defined in, referred to or contemplated in any Environmental Laws.

“HST” means the harmonized goods and services tax imposed under Part IX of the Excise Tax Act;

“Income Tax Act” means the Income Tax Act, R.S.C. 1985, 5th Supplement and the regulations
thereunder and any analogous applicable provincial income tax legislation.

“Indemnified Party” means the Purchaser Indemnified Parties or the Vendor Indemnified Parties,
as the case may be.



"Independent Accountant” has the meaning ascribed thereto in Section 2.5.

“Intellectual Property” means all rights to and interests in: (a} all business names, trade names,
corporate names, telephone numbers, domain names, domain name registrations, website names and
worldwide web addresses and other communications addresses used by the Company; (b) all
inventions, patents, patent rights, patent applications (including all reissues, divisions,
continuations, continuations-in-part and extensions of any patent or patent application) used by the
Company; (c) all industrial designs and applications for patent and registration of industrial designs
and industrial design rights, design patents and industrial design registrations used by the Company;
(d) all trade-marks and registrations and applications for registration of trade-marks and all trade
dress, logos, slogans and brand names used by the Company; (€) all copyright in all works and
database rights and registrations and applications for registrations thereof; (f) all rights and interests
in and to processes, journals, notebooks, data, trade secrets, designs, logic diagrams, algorithms,
know-how, drawings and manuals, technology, blue prints, plans development reports, agency
agreements, technical information, technical assistance, engineering data, design and engineering
specifications, and similar materials recording or evidencing expertise or information used by the
Company; (g) all other inteltectual property rights throughout the world used or held by the
Company; and (h) all rights ancillary to such intellectual property.

“Interim Financial Statements” means the unaudited financial statements of the Company as at,
and for the 6 month period ended, June 30, 2016, and a balance sheet and income statement for the
period from June 30, 2016 to the Closing Date, true and complete copies of which are attached as

Schedule 3.1(B)(g).

“Improvements” means all chattels, plants, buildings, structures, fixtures, erections and
improvements located on, over, under or upon the Property and any mechanical, electrical,
plumbing, heating and air-conditioning systems relating to the Property, including any of the
foregeing under construction.

"Independent Accountant" has the meaning ascribed thereto in Section 2.6,

“Liability” means, with respect to any Person, any liability or obligation of such Person of any
kind, character or description, whether known or unknown, absolute or contingent, accrued or
unaccrued, disputed or undisputed, liquidated or unliquidated, secured or unsecured, joint or
several, due or to become due, vested or unvested, executory, determined, determinable or
otherwise, and whether or not the same is required to be accrued on the financial statements of such

Person.

“Licence” means any licence, permit, authorization, approval or other evidence of authority issued
or granted to, conferred upon, or otherwise created for, the Company by any Governmental

Authority.

"Limited Partnership Agreement" means the amended and restated limited partnership agreement
attached hereto as Exhibit "A".

“Legal Proceedings” means any court, administrative, regulatory or similar proceeding (including
any investigative proceedings by any authority); arbitration or other dispute settlement procedure;
enforcement or realization actions and proceedings under security; or any similar matter or
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proceeding, including actions, applications, demands, disputes or claims in respect of any of the
foregoing as well as any work order or deficiency notice issued by any authority having

jurisdiction.
“Notice of Claim” has the meaning ascribed thereto in Section 5.3.

“Material Adverse Change” means a change in the business or assets of the Company or in the
operations, affairs, prospects or condition (financial or otherwise) of the Company including any
such change arising as a result of any change in Applicable Law, the amendment or revocation of
any Licence, relating to any Order, or as a result of fire, explosion, accident, casualty, labour
problem, flood, drought, riot, storm, terrorist act, pandemic, disease, act of God or otherwise.

"Notice" has the meaning ascribed thereto in Section 7.3.

“Order” means any order, directive, judgment, decree, injunction, decision, ruling, award or writ
of any Governmental Authority.

“Parties” means, collectively, the Company, the Vendor, Evan Holdco and the Purchaser, and
“Party” shall refer to any one of such Persons.

"Partnership Interest" has the meaning ascribed thereto in the Limited Partnership Agreement.

“Person” is to be broadly interpreted and includes an individual, a corporation, a partnership, a
frust, an unincorporated organization, a Governmental Authority, and the executors, administrators
or other legal representatives of an individual in such capacity.

"Permitted Encumbrances" means, collectively, those Encumbrances that related solely to the
Property and that are described in Schedule 1.1(b) hereto.

“Person” means any individual, sole proprietorship, limited or unlimited liability corporation,
partnership, unincorporated association, unincorporated syndicate, unincorporated organization,
body corporate, joint venture, trust, pension fund, union, governmental authority, and a natural
person including in such person’s capacity as trustee, heir, beneficiary, executor, administrator or

other legal representative.

“Personal Information” means information about an identifiable individual as defined in Privacy
Law.

“Personal Property” means all machinery, equipment, furniture, furnishings, office equipment,
computer hardware, supplies, materials, vehicles, material handling equipment, implements, parts,
tools, jigs, inventory, spare parts and tangible assets owned or used or held by the Company
wherever located, including any of the foregoing which are in storage or in transit and any of the
foregoing which may be attached to the Property but are not Improvements.

“Plans and Studies” means all plans, drawings, rezoning applications and other documents and
studies and investigations with respect to the potential development and construction on the lands

comprising the Property of the Project.
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“Privacy Law” means the Personal Information Protection and Electronic Documents Act
(Canada), the Freedom of Information and Protection of Privacy Act (Ontario) and any comparable
Law of any other province or territory of Canada.

“Project” shall have the meaning ascribed thereto in the Limited Partnership Agreement.

“Property” means all real property in which the Company has any right, title or interest, including
legal or beneficial ownership, all of which is set out in Schedule "A".

"Purchaser" means 650 Bay Limited Partnership.

“Purchaser Indemnified Parties” shall have the meaning ascribed thereto Section 5.1.
“Purchase Price” has the meaning ascribed thereto in Section 2.3.

"Purchase Price Adjustment" has the meaning ascribed thereto in Section 2.5.

“Purchased Shares” means all the issued and outstanding shares in the capital of the Company
(being 1,000 common shares as of the date of this Agreement and such other shares which may be

issued and outstanding as at the Closing).

"Purchaser's Selicitor" means, in respect of real property matters, Coutts Crane, 480 University
Ave., Suite 700, Toronto, Ontario, Attention: Harry Polizos and in respect of corporate matters,
Lefko Law professional Corporation, 401 Bay Street, Suite 2410, Toronto, Ontario M5H 2Y4,

Attention: Phil Lefko.

“Receivables” means all accounts receivable, bills receivable, trade accounts, book debts and
insurance claims of the Company together with any unpaid interest accrued on such items and any
security or collateral for such items, including recoverable deposits.

“Regulatory Appreval” means any approval, consent, ruling, authorization, notice, permit,
License or acknowledgement that may be required from any Person pursuant to Applicable Law or
the conditions of any Order in connection with the sale of the Purchased Shares to the Purchaser on
the terms contemplated in this Agreement, to permit the Company to carry on the Business after
Closing as contemplated by the Limited Partmership Agreement or which is otherwise necessary to
permit the Parties to perform their obligations under this Agreement.

“Release” means, in addition to the meaning given to it under any Environmental Laws, any
release, spill, leak, pumping, pouring, emission, emptying, discharge, migration, injection, escape,
leaching, disposal, dumping, deposit, spraying, burial, abandonment, incineration, seepage or
placement.

“Stub Period Returns” has the meaning ascribed thereto in Section 4.2.

“Taxes” means all taxes including all income, sales, use, goods and services, HST, value added,
capital, capital gains, alternative, net worth, transfer, profits, withholding, payroll, employer health,
excise, franchise, real property and personal property taxes, and any other taxes, customs duties,
fees, levies, imposts and other assessments or similar charges in the nature of a tax including
Canada Pension Plan and provincial pension plan contributions, employment insurance and
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unemployment insurance payments and workers’ compensation premiums, together with any
installments with respect thereto, and any interest, fines and penalties, in all cases imposed by any
Governmental Authority in respect thereof and whether disputed or not,

“Tax Returns” means all returns, information returns, reports, elections, agreements, declarations
or other documents of any nature or kind required to be filed with any applicable Governmental

Authority in respect of Taxes.
“Third Party Claim” has the meaning ascribed thereto in Section 5.3.

“Threatened”, when used in relation to a Legal Proceeding or other matter, means that a demand
or statement (oral or written) has been made or a notice (oral or written) has been given that a Legal
Proceeding or other matter is to be asserted, commenced, taken or otherwise pursued in the future
or that an event has occurred or circumstances exist that would lead a reasonable Person to
conclude that a Legal Procecding or other matter is likely to be asserted, commenced, taken or

otherwise pursued in the future

“Undrawn Capital” has the meaning ascribed thereto in Limited Partnership Agreement.

“Vendor's Solicitor" means Keyser Mason Ball, LLP, 4 Robert Speck Parkway, Suite 1600,
Mississauga, Ontario, L4Z 181, Attention; Amy Delisle.

1.2 Certain Rules of Interpretation

In this Agreement:
{a) Time - Time is of the essence in and of this Agreement.

(b)  Calculation of Time — Unless otherwise specified, time periods within or following
which any payment is to be made or act is to be done shall be calculated by
excluding the day on which the period commences and including the day on which
the period ends. Where the last day of any such time period is not a Business Day,
such time period shall be extended to the next Business Day following the day on
which it would otherwise end,

{c) Business Days — Whenever any action to be taken or payment to be made pursuant
to this Agreement would otherwise be required to be made on a day that is not a
Business Day, such action shall be taken or such payment shall be made on the first

Business Day following such day.

(d)  Currency — Unless otherwise specified, all references to amounts of money in this
Agreement refer to the lawful currency of Canada.

(¢}  Headings — The descriptive headings preceding Articles and Sections of this
Agreement are inserted solely for convenience of reference and are not intended as
complete or accurate descriptions of the content of such Articles or Sections. The
division of this Agreement into Articles and Sections shall not affect the

interpretation of this Agreement.
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63 Including — Where the word “including” or “includes” is used in this Agreement, it
means “including without limitation” or “includes without limitation”.

(g)  Plurals and Gender — The use of words in the singular or plural, or referring to a
particular gender, shall not limit the scope or exclude the application of any
provision of this Agreement to such persons or circumstances as the context

otherwise permits.

(h) Statutory References — Any reference to a statute shall mean the statute in force as
at the date of this Agreement (together with all regulations promulgated thereunder),
as the same may be amended, re-enacted, consolidated or replaced from time to time,
and any successor statute thereto, unless otherwise expressly provided.

1.3 Accounting Principles

Whenever in this Agreement reference is made to generally accepted accounting principles, or to
GAAP, such reference shall be deemed to be to the generally accepted accounting principles from
time to time approved by the Canadian Institute of Chartered Accountants, or any successor entity
thereto, applicable as at the date on which such principles are to be applied or on which any
calculation or determination is required to be made in accordance with generally accepted

accounting principles.

1.4  Applicable Law

This Agreement shall be construed in accordance with the laws of the Province of Ontario and the
laws of Canada applicable therein. References to statutes shall be deemed to be references to such

statutes as they exist on the date of this Agreement.

1.5  Knowledge

Where any representation, warranty or other statement in this Agreement is expressed to be made
by the Vendor or Evan Holdco to his or its knowledge or the knowledge of the Company or is
otherwise expressed to be limited in scope to facts or matters known to the Vendor, the Company or
Evan Holdco or of which the Vendor, the Company or Evan Holdco is aware, it shall mean such
knowledge as is actually known to, or which could have or should have come to the attention of the
Vendor, the Company or Evan Holdco or the directors, officers, employees, agents or
representatives of such Persons, after a due and appropriate inquiry by such Persons, including
conducting and completing such due diligence respecting 222 and the Property as would be the
customary practice of solicitors engaged to act for purchaser's of securities of 222 and/or property
similar to the Property, in each case in the City of Toronto as of the date hereof,

ARTICLE 2
PURCHASE AND SALE

2.1 Purchase and Sale

Subject to the provisions of this Agreement, at the Closing Time:
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{a)  Purchase and Sale of Purchased Shares — the Vendor shall sell and the Purchaser
shall purchase the Purchased Shares, which shall be free and clear of all

Encumbrances;

(b)  Payment of Purchase Price — the Purchaser shali satisfy the Purchase Price payable
to the Vendor for the Purchased Shares as provided in Section 2.3.

(c) Transfer and Delivery of the Purchased Shares - the Vendor shall transfer and
deliver to the Purchaser share certificates representing the Purchased Shares duly
endorsed in blank for transfer, or accompanied by irrevocable security transfer
powers of attorney duly executed in blank, in either case by the holders of record,
and shall take such steps as shall be necessary to cause the Company to enter the
Purchaser or its nominee(s) upon the books of the Company as the holder of the
Purchased Shares and to issue one or more share certificates to the Purchaser or its
nominee(s) representing the Purchased Shares; and

(d) Other Documents — the Vendor and Purchaser shall deliver such other documents
as may be necessary to complete the transactions provided for in this Agreement.

2.2  Binding Agreement

Upon the execution and delivery of this Agreement by all Parties hereto on the date hereof, the
respective agreements of the Parties set out herein shall and do create and constitute a binding
agreement of purchase and sale of the Purchased Shares on and subject to the provisions of this
Agreement. The Closing shall take place on the Closing Date, which shall in no event be later than
the date that is thirty days from the date of this Agreement.

2.3 Purchase Price

The Vendor and Purchaser agree that the purchase price for the Purchased Shares shall be the
amount of $7,000,000 (the “Estimated Purchase Price”). The Estimated Purchase Price assumes
that the total Debt of the Company on the Closing Date is $8,000,000 (the “Estimated Closing
Date Debt”), which for greater certainty, all calculations of Debt includes, without limitation, the
sum of the aggregate amount outstanding under the 650 Bay Mortgages (inclusive of all accrued
and unpaid interest, fees, penalties and other amounts payable thereunder to the applicable lenders
and plus the aggregate sum of the contingent liabilities and obligations under collateral morigages
on the Property, as more particularly described and itemized in Schedule 1.1(a)) and all Taxes
payable by the Company in respect of the period up to and including the Closing Date, whether or
not due as the Closing Date.

On the day prior to Closing, the parties will determine the aggregate Debt of the Company (the
“Closing Date Debt”) and the Closing Date Purchase Price, which shall be the amount equal to
$7,000,000: (a) plus the amount, on a dollar for dollar basis, that the Closing Date Debt is less than
$8,000,000 or (b) less the amount, on a doliar for dollar basis, that the Closing Date Debt is greater

than $8,000,000 (the “Closing Date Purchase Price”).

The consideration payable by the Purchaser for the Purchased Shares shall paid and satisfied by the
issuance by the Purchaser to the Vendor, or as the Vendor shall direct, of up to a maximum number
of 3,499 Class A limited partnership units (the "Target Number of Units") of the Purchaser. The

11

3¢



Purchaser will'satisﬁ( the Closing Date Purchase Price for the Purchased Shares by the issuance to
the Vendor, or as the Vendor shall direct, of the number of Class A limited partnership units

determined as follows (the "Closing Date Units"):

(a) if the Ciosing Date Debt is equal to or less than $8,000,000, the Purchaser will issue 3,499 Class
A limited partnership units; and

(b) if the Closing Date Debt is greater than $8,000,000, the Purchaser will issue the number of Class
A limited partnership units determined as follows:

Number of Class A limited partnership units Issued = 3,499 Class A limited partnership units x
Estimated Closing Debt / Closing Date Debt.

By way of example:
If the Closing Date Debt = $9,000,000.

Number of Class A limited partnership units Issued = 3,499 Class A limited partnership units x
$8,000,000 /$9,000,000.

=3,110 Class A limited partnership units.

The difference between the Target Number of Units and the Closing Date Units actually issued is
(3,499 - 3,110 = 389 Class A limited partnership units in the above example) is referred to herein as

the "Contingent Units".

From time to time, at any time following the Closing up to the time on date that 650 Bay Lalu LP
Holdings Inc. satisfies its Undrawn Capital under the Partnership Agreement (the "Cut Off Date"),
the Vendor shall be issued additional Class A limited partnership units out of the number of
Contingent Units, proportionate to, the amount in cash that the Vendor shall actually irrevocably
pay to and the Purchaser shall have received in full as reimbursement of any Closing Date Debt
paid and discharged by the Vendor on behalf of the Purchaser, to a maximum amount of the
Closing Date Debt less the Estimated Closing Date Debt. Such Contingent Units will issued upon
such payment or discharge of such Closing Date Debt by KarrasCo.

By way of example:

If the Closing Date Debt is $9,000,000. The difference between the Closing Date Debt and the
Estimated Closing Date Debt is $1,000,000. The number of Contingent Units is 389 and will be
issued proportionate to the ratio of the Closing Date Debt that is paid and satisfied by the Vendor.
For example, if the Vendor pays $500,000 to the Purchaser on account of the Closing Date Debt,
the Purchaser will issue the Vender 389x$500,000/$1,000,000= 194.5 Class A limited partnership

units.
The Vendor will be credited with a Capital Contribution to the Partnership on the Closing Date
equal to the Closing Date Purchase Price. On each date that the Vendor satisfies any Closing Date

Debt in excess of $8,000,000, the Vendor will be credited with a further Capital Contribution to the
Purchaser. The final purchase price for the Purchased Shares will be equal to the Closing Date
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Purchase Price plus the amount of Closing Date Debt satisfied by the Vendor following the Closing
Date prior to the Cut Off Date (the "Purchase Price").

The Vendor hereby irrevocably directs the Purchaser to pay and satisfy (a) the Closing Date
Purchase Price and (b} each issuance of Contingent Units, by issuance to Evan Holdco of such
Class A limited partnership units to be issued by the Purchaser.

24 Closing Statement and Determination of Purchase Price.

The Vendor shall prepare and deliver to the Purchaser on the day prior to the Closing an estimated
closing statement of the Vendor as of the Closing Date in a form acceptable to the Purchaser (the
"Estimated Closing Statement"). The Estimated Closing Statement will set out the calculation of
the Estimated Closing Debt, the Closing Date Purchase Price and the number of Closing Date Units
and identify all adjustments thereto. The Estimated Closing Statement shall be accurate and
complete at the time of its delivery and subject to acceptance and agreement by the Purchaser,

acting reasonably.
2.5  Purchase Price Adjustment.

If after the Closing, the Purchaser determines at any time and from to time up to the date that is the
later of the (a) the Cut Off Date and (b) the date that this eighteen months following the Closing
Date that the Estimated Closing Statement delivered by the Vendor pursuant to Section 2.4 was
inaccurate or incorrect in any respect, the Purchaser may, at any time, and from time to time, after
the Closing Date, notify the Vendor of such determination in writing (an "Adjustment Notice"), its
basis therefor and any amount it claims is owing to the Purchaser as a result of any such inaccuracy
or error in the Estimated Closing Statement (the "Purchase Price Adjustment”). For greater
certainty, any such Purchase Price Adjustment or period in which to deliver an Adjustment Notice
does not in any way limit restrict any other right or remedy of the Purchaser hereunder, including
pursuant to the indemnification provisions of Article 5. The Purchaser’s right to deliver an
Adjustment Notice, shall not be limited by any failure to raise any objections to the Fstimated
Closing Statement prior to the Closing. For a period of 10 days after giving an Adjustment Notice
(or such longer period as may be agreed upon by the Parties) in respect of a Purchase Price
Adjustment, the Parties shall negotiate in good faith and endeavor to reach a definitive agreement
on the Purchase Price Adjustment, any amendment to the Estimated Closing Statement and the
resulting Final Closing Statement. Additionally, any refund or credit pertaining to the period prior
to Closing that is paid to the Corporation, shall be credited to the Vendor within five (5) days of the
same, The Parties shall cooperate with each other in connection with, and shall provide the other
Parties and their Representatives reasonable access to the books and records, working papers and
relevant personnel relating to information provided in the Adjustment Notice and the determination
of the Purchase Price Adjustment. If the Parties are unable to reach an agreement on the Purchase
Price Adjustment during such 10 day period (or longer period as they may agree, if applicable),
then the determination thereof shall be submitted by the Parties to a chartered accountant associated
with an accounting firm of recognized national standing in Canada, which is independent of the
Parties (the “Independent Accountant™), If the Parties are unable to agree on the Independent
Accountant within a further ten (10) day period, either the Purchaser or the Vendor may apply
under the Arbitration Act, 1991 (Ontario) to have a court appoint the Independent Accountant. The
Independent Accountant shall, as promptly as practicable (but in any event, within 45 days
following its appointment), make a determination of the Purchase Price Adjustment, if any, based
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solely on written submissions of the Parties given by them to the Independent Accountant. The
submissions of each Party shall be disclosed to the other Parties and each other Party shall be
afforded a reasonable opportunity to respond thereto. The Purchase Price Adjustment, if any, as
determined by the Independent Accountant, shall be final and binding upon the Parties and shail
constitute the Purchase Price Adjustment for purposes of this Agreement. The Estimated Closing
Statement shall be amended to reflect each and every Purchase Price Adjustment and each such
amended Estimated Closing Statement, as amended from time to time, shall be the Final Closing
Statement as of such determination. The fees and expenses of the Independent Accountant shall be
borne by the parties in a manner to be determined by the Independent Accountant based upon the

respective merits of their positions.
2.6  Payment of the Purchase Price Adjustment.

Each Purchase Price Adjustment payable by the Vendor to the Purchaser shall be paid forthwith by
the Vendor and in any event not later than five Business Days following the final determination of
each Purchase Price Adjustment. Any amount payable to the Purchaser in respect of a Purchase
Price Adjustment shall accrue interest at the rate of 8% per annum, simple interest, from the
Closing Date, and shall be paid at the same time as each payment of the Purchase Price Adjustment
is due and payable to the Purchaser. All monies paid or received by the Purchaser in respect of any
Purchase Price Adjustment shall be credited first to any interest payable and owing on any Purchase
Price Adjustment and then to the Purchase Price Adjustments Payable. In the event that the Vendor
fails to make payment of any Purchase Price Adjustment, including all interest payable in respect
thereof, to the Purchaser when due, the Purchaser shall adjust the Capital Contribution and Capital
Commitment of the Vendor with respect to the Partnership which the Parties acknowledge and
agree will result in a downward adjustment to the Partnership Interest of Evan Holdeo in the

Partnership.

The Parties shall record and report the final Purchase Price (including to take into account the
issuance of Contingent Units), and not take any position inconsistent therewith, as finally
determined, including in any financial statements, Tax Return or in response to any inquiry or Legal

Proceeding respecting Taxes.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

3.1  Representations and Warranties and Covenants of the Vendor
Part (A) - Representations and Warranties and Covenants Relating to the Property

The Vendor and Evan Holdco, jointly and severally, hereby represents and warrants to the
Purchaser, as of the date hereof and as of the Closing Date, as follows, and acknowledges that the
Purchaser is relying on the accuracy of such representations and warranties in entering into this
Agreement and completing the transactions contemplated hereby:

(a)  the Company is the registered, legal and beneficial owner of the Property free and
clear of any Encumbrances, other than Permitted Encumbrances and has a good

marketable title to the Property;
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there is no direct or indirect, Contract, agreement, arrangement, option or other right
or privilege (at law, in equity or otherwise) outstanding or contingent in favour of
any Person for the purchase of the Property or any other right, entitlement or interest
(contingent or otherwise) in the Property, except for the rights of the Purchaser to
acquire the Purchased Shares hereunder;

except as set forth in Schedule 3.1(A)(c), there is not now any lease, offer to lease,
contract, agreement or arrangement (oral or written) entered into by the Vendor or
any other Person affecting or binding the Property. True and complete of copies of
each such lease, offer to lease, contract, agreement or arrangement have been
delivered to the Purchaser and no such lease, offer to lease, contract, agreement or
arrangement has been amended or altered in any way, including by any course of
conduct, and each remains in full force and effect. None the Company, any of the
tenants, subtenants or other relevant parties under any such lease, offer to lease,
contract, agreement or arrangement is in default or breach of any term or provision

thereunder;

except as set forth in Schedule 3.1(A)(d), neither the Company, Evan Holdco or the
Vendor has received any nofification of or has any knowledge of, any outstanding or
incomplete work orders, deficiency notices or other current non-compliance with
Applicable Laws relating to the Property or any investigations or potential
Investigations by any Person. No repairs or maintenance are currently required to be
completed in respect of the Property that would be on account of capital in
accordance with GAAP and no such capital improvements are planned or reasonably
anticipated at this time. Full details of each of the outstanding or incomplete work
orders, deficiency notices or other current non-compliance with Applicable Laws is
disclosed in Schedule 3.1(A)(d). All complete building permits will closed prior to

Closing;

neither the Company, Evan Holdco or the Vendor has any knowledge of any
expropriation or condemnation or other Legal Proceeding pending or Threatened
against the Property or any part of the Property;

in respect of the Property, all accounts for work and services performed or materials
placed or fumished upon or in respect of the construction and completion of any
improvements have been fully paid and no one is entitled to claim a lien under the
Construction Lien Act (Ontario) or other similar legislation for such work performed

by or on behalf of the Company;

in respect of the Property, all Permitted Encumbrances which are easements,
agreements, rights-of-way, restrictive covenants or restrictions are in good standing
and the Company has performed in all respects all obligations required to be
performed by it thereunder and there is no breach or default in any respect
thereunder nor has any event occurred nor does any circumstance exist that (with or
without notice or lapse of time), would constitute such a breach or default;

spousal consent is not necessary to this transaction under the provisions of the
Family Law Act (Ontario);
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with respect to environmental matters: (a) there is no actual, pending or Threatened
Environmental Claim against the Company, the Vendor, Eric Holdco, or any director
or officer of the Company in respect of the Property and neither the Vendor or Eric
Holdco has any knowledge of any basis upon which any such Claim could be
commenced with any reasonable likelihood of success against the Company or any
director or officer; (b) the Company has delivered or made available to the
Purchaser, true and complete copies of all soils and environmental reports in respect
of the Property in its possession or control, and (c¢) all written communications
between the Company, the Vendor and any Person, if any, relating to the matters set
forth in this subsection (i) have been delivered to the Purchaser and if received
following the date hereof, will be forthwith delivered to the Purchaser;

the current uses and future intended use of the Property are permitted under current
zoning and land use regulations and Applicable Laws;

no part of the Property is subject to any building or use restriction that restricts or
would restrict or prevent the use and operation of the Property for the Business by
the Purchaser or as contemplated to be used by the Purchaser for the development;

no Improvements encroach on property not forming part of the Property and no
buildings, structures or other improvements on adjoining lands encroach upon the

Property;

there are no matters affecting the right, title and interest of the Company in and to
the Property which, in the aggregate, would materially and adversely affect the
ability of the Purchaser as of the Closing Date, to carry on the Business upon the
Property as it has been carried on in the ordinary course by the Company or as
contemplated for the development;

attached at Schedule 3.1(A)(n) is current and up to date survey of the Property;
the buildings on the Property contain no urea formaldehyde foam insulation;

the Encroachment Agreement registered on title as Instrument No. CA65043 does
not affect the proposed development of the Property and is only applicable to the
door swinging outwards of the current building extending on to city owned lands;

it has provided full, true and complete copies of all documents and information
respecting the 650 Bay Mortgages and such documents and information (i) represent
the entire agreement respecting the 650 Bay Mortgages, (ii) have not been altered or
amended, whether in writing, by course of conduct or otherwise, (iii) are in full force
and effect and there are no current or pending negotiations with respect to the
renewal, repudiation or amendment of any such documents, (iv) no party to any of
the documents respecting any 650 Bay Mortgage is in default thereunder or has
failed to perform any covenant or obligation thereunder, (v) no event has occurred or
circumstance exists that (with or without notice or lapse of time) may constitute a
default by any party to any of documents respecting the 650 Bay Mortgages and (vi)
the information respecting the 650 Bay Mortgages set forth in Schedule 1.1(a) is
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true, accurate and complete;

(1) each representation and warranty and covenant relating to the Property or the
registered owner of the Property made in any agreement or document entered into or
furnished to a lender to the Purchaser or any Affiliate of the Purchaser in connection
with an Encumbrance to be placed on the Property is true, complete and accurate and
each such representation and warranty and covenant is incorporated into this
Agreement and deemed to be given by the Company and the Vendor to the
Purchaser pursuant to this Agreement, mutatis mutandis, together with any
provisions of such loan or document necessary to interpret any such representation
or warranty or covenant. Each representation and warranty or covenant made herein
and in any such other agreement or document shall be read independent and as

_ stand-alone and independent representations and warranties and covenants; and

(s) the Property has not been designated as a property of cultural heritage value or
interest pursuant to the Heritage Act (Ontario) by any Governmental Authority or
otherwise subject to any Encumbrance pursuant to such legislation or other
Applicable Law, and no such action has been Threatened and the Vendor has not
received written notice or had any other communication respecting any such
potential designation or Encumbrance affecting the Property.

Part (B) - Representations and Warranties of the Vendor Relating to the Company

The Vendor and Evan Holdco, jointly and severally, hereby represents and warrants to the
Purchaser, as of the date hereof and as of the Closing Date, as follows, and acknowledges that the
Purchaser is relying on the accuracy of such representations and warranties in entering into this

Agreement:

(a)

(b)

Organization of the Company. The information set out in Schedule 3.1(B)(a) concerning the
name and jurisdiction of incorporation, the authorized, issued and outstanding shares in the
capital of the Company and the directors and officers of the Company is true and complete.
The Company is a corporation duly created, validly existing and in good standing under the
laws of the Province of Ontario. All of the issued and outstanding shares in the capital of
the Company have been duly authorized, are validly issued as fully paid and non-assessable
shares, were not issued in violation of any pre-emptive rights or in violation of contractual
restrictions. There are no sharcholders’ agreements governing the affairs of the Company or
the relationship, rights and duties of its shareholders, nor are there any voting trusts, pooling
arrangements or other similar agreements with respect to the ownership or voting of any
shares of the Company. There are no rights, subscriptions, warrants, options, conversion
rights, calls, commitments or plans or agreements of any kind outstanding which would
enable any Person to purchase or otherwise acquire any shares or other securities of the
Company including, without limitation, any securities convertible into or exchangeable or
exercisable for shares or other securities of the Company. The Company does not have a
direct or indirect equity interest in any other Person.

Power and Capacity of the Company and Enforceability. The Company has the power,
authority and capacity to execute and deliver this Agreement and to execute and deliver all
agreements and instruments to be executed by it as contemplated herein and to perform its
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other obligations hereunder and under all such other agreements and instruments. The
execution and delivery of this Agreement and all agreements and instruments to be executed
and delivered by it pursuant to this Agreement, and the consummation of the transactions
contemplated by this Agreement and such other agreements and instruments have been duly
authorized by all necessary corporate action on the part of the Company. This Agreement
constitutes, and each other agreement to be executed and delivered by the Company in
connection with the Closing will constitute, when executed and delivered by all parties, a
valid and binding obligation of the Company enforceable against it in accordance with its
terms, subject to the limitations with respect to enforcement imposed by Applicable Laws in
connection with bankruptcy, insolvency, liquidation, reorganization or other laws affecting
the enforcement of creditors’ rights generally and subject to the availability of equitable
remedies such as specific performance and injunction which are only available in the
discretion of the court from which they are sought.

Qualification to do Business. Neither the nature of the Company’s business nor the location
or character of the assets owned or leased by the Company requires it to be registered,
licensed or otherwise qualified as an extra-provincial or foreign corporation in any
Jurisdiction other than in the Province of Ontario where it is duly registered, licensed or

otherwise qualified for such purpose.

Subsidiaries. The Company does not own or have any interest in any securities or have an
ownership interest in any other Person.

Corporate Records. The minute books of the Company have been maintained in accordance
with Applicable Law and contain true, correct and complete copies of its articles, its by-
laws, the minutes of every meeting of its board of directors and of its shareholders and every
written resolution of its directors and shareholders. All meetings of directors and
shareholders of the Company have been duly called and beld and all resolutions have been
duly passed in accordance with Applicable Law at such meetings or by written resolution.
The share certificate book, register of shareholders, register of transfers and register of
directors and officers of the Company are complete and accurate in all respects,

Bankruptcy and Insolvency. The Company is not an insolvent person within the meaning of
the Bankrupicy and Insolvency Act (Canada) and will become an insolvent person as a
consequence of the Closing. The Company made an assignment in favour of its creditors or
a proposal in bankruptcy to its creditors or any class thereof or had any petition for a
receiving order presented in respect of it. The Company has not initiated, or become subject
to, any Legal Proceeding, with respect to a compromise or arrangement with its creditors or
for its winding up, liquidation or dissolution. No receiver has been appointed in respect of
the Company or any of its Assets and no execution or distress has been levied upon any of
its Assets and no Legal Proceeding with respect thereto has been Threatened. No act or
proceeding has been taken or authorized by or against the Company with respect to any
amalgamation, merger, consolidation, arrangement or reorganization of, or relating to, the
Company nor have any such proceedings been authorized by any other Person.

Financial Statements. 'The Financial Statements have been prepared in accordance with
GAAP consistently applied throughout the periods to which they relate, subject, in the case
of the Interim Financial Statements, to usual year-end adjustments and the exclusion of
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footnotes. The balance sheets contained in the Financial Statements fairly present the
financial position of the Company as of their respective dates and the statements of earnings
and retained earnings contained in the Financial Statements fairly present the revenues,
earnings and results of operations for the periods indicated. The Financial Statements are
accurate and complete and are based upon and are consistent with the Books and Records.
True and complete copies of the Financial Statements are attached as Schedule 3.1(B)(g)

hereto.

Books and Records. The Vendors have made available to the Purchaser all Books and
Records. All material financial transactions of the Company have been accurately recorded
in the Financial Records in accordance with all Applicable Law and the Financial Records
accurately reflect the basis for the financial condition and the revenues, expenses and results
of operations of the Company as of and to the date hereof and as of the Closing Date. All
Books and Records are in the full possession and exclusive control of, and are owned
exclusively by, the Company and are not dependent upon any computerized or other system,
program or device that is not exclusively owned and controlled by the Company.

Title to and Sufficiency of Assets. The Company has good and marketable legal and
beneficial title to all of its Assets, free and clear of any and all Encumbrances, except for
Permitted Encumbrances. The Assets owned and leased by the Company constitute all of
the Assets used or held for use in connection with the Business and are sufficient to permit
the continued operation of the Business and development of the Property following Closing
as contemplated by the Limited Partnership Agreement. The Assets of the Company are in
good operating condition and repair and fit for the intended purposes thereof.
Schedule 3.1(B)(i) sets out a complete and accurate list of all Assets and locations where the
Assets are situate, including a brief description of the Assets. There is no agreement, option
or other right or privilege outstanding in favour of any Person for the purchase from the
Company of the Business or of any of its Assets.

Laws. The Company has complied at all times with all Applicable Laws, including all
Privacy Laws in connection with the Company’s collection, use and disclosure of Personal
Information; and all Personal Information has been collected, used and disclosed with the
consent of each individual to whom such Personal Information relates and has been used
only for the purposes for which it was initially collected.

Personal Property. Schedule 3.1(B)(k) sets out a list of Personal Property owned or leased
by the Company. No Personal Property is in the possession of a third party or is on
consignment. There is no item of Personal Property which is material to the Business which
is not in good operating condition and repair, ordinary wear and tear excepted and each item
is suitable and adequate for the purpose for which it is being used.

Contracts. Schedule 3.1(B)(1) lists and fully identifies all Contracts. The Company has
delivered true and complete copies of all such Contracts. Neither the Company or any
Affiliate is party to any Contract with any current or former director, officer, employee or
shareholder of the Company or any Affiliate or any person is not arm's length to any such
Persons. The Company is not, and no other party to any Contract is, in default under any
Contract and there has not occurred any event which, with the lapse of time or giving of
notice or both, would constitute a default under any Contract by the Company or any other
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party to the Contract. Each Contract is in full force and effect, unamended by written or oral
agreement, and the Company is entitled to the full benefit and advantage of each Contract in
accordance with its terms. The Company has not received any notice of a default by the
Company under any Contract or of a dispute between the Company and any other Person in
respect of any Contract. Except as disclosed in Schedule 3.1(B)(1), no Consent is required
nor is any notice required to be given under any Contract by any party thereto or any other
Person in conmection with the completion of the transactions contemplated by this
Agreement in order to maintain all rights of the Company under such Contract. The
completion of the transactions contemplated by this Agreement will not afford any party to
any Contract or any other Person the right to terminate any Contract nor will the completion
of such transactions result in any additional or more onerous obligation on the Company

under any Contract.

Receivables. All Receivables are recorded in the Financial Records and the Receivables are
valid obligations which arose in the ordinary course of business and are coilectible in the
ordinary course of business, in the aggregate, at their full face value and are not subject to
any set-off or counterclaim. None of the Receivables is due from an Affiliate of the
Company or from any non-arm's length Person to the Company or an Affiliate.

Intellectual Property

Except for the Plans and Studies, the Company has no Intellectual Property and uses no
Intellectual Property in its Business. The Company is the first and only owner of the
Intellectual Property and is entitled to the exclusive and uninterrupted use of the Intellectual
Property without condition, restriction or payment of any royalty or other fees. No Person
has any right, title or interest in any of the Intellectual Property and any and all such Persons
who might be entitled to any moral right, or similar right under the law of any jurisdiction,
in the Intellectual Property, have waived their moral rights in any copyright works within
the Intellectual Property. No Person has commenced any Legal Proceeding, or Threatened
any Legal Proceeding respecting any such Intellectual Property and the Company is not a
party to any settlement agreement or stipulation or is subject to any outstanding decree,
order, or judgement, that restricts in any manner the use, other exploitation, transfer or
licensing of the Intellectual Property. Neither the use of the Intellectual Property nor the
conduct of the Business has infringed or currently infringes upon the Intellectual Property
rights of any other Person. The Company has not received any notice of infringement nor
does the Vendor, Evan Holdco or the Company have knowledge of any facts that could
reasonably be expected to form the basis of Legal Proceedings which could constifute a

bona fide claim for infringement as such.

Licences and Regulatory Approvals.  Schedule 3.1(B)(o) lists all the Licences and
Regulatory Approvals and identifies those that by their terms are not transferable. The
Licences are the only licences, permits, approvals or evidences of authority of any
Governmental Authority required for the operation of the Business and are held by the
Company free and clear of any and all Encumbrances. The Company is conducting and has
conducted the Business in accordance with all terms and conditions of the Licences and in
compliance with Applicable Law. All the Licences are valid and are in full force and effect,
the Company is not and has not been in violation of any term or provision or requirement of
any Licence, and no Person has Threatened to revoke, amend or impose any condition in
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respect of, or commenced proceedings to revoke, amend or impose conditions in respect of,
any Licence. No Regulatory Approval is required in connection with the transactions
contemplated by this Agreement. No Regulatory Approval or filing with, notice to, or
waiver from any Governmental Authority is required to be obtained or made by the Vendor
or Evan Holdco or the Company: (a) in connection with the execution and delivery of, and
performance by the Vendor, the Company or Evan Holdco of their respective obligations
under, this Agreement, any agreement entered into in connection with this Agreement or the
consummation of the transactions contemplated hereby or thereby; (b) to avoid the loss of
any Licence; or {c) to permit the Company to carry on the Business after the Closing as the
Business is currently carried on and as contemplated to be carried on by the Limited

Partnership Agreement.

Undisclosed Liabilities. The Company does not have any liabilities or obligations of any
nature (whether known or unknown, liquidated or unliquidated, due or to become due and
whether absolute, accrued, contingent or otherwise) except for liabilities and obligations
disclosed or provided for in the Estimated Closing Statement and the Permitted
Encumbrances. As of the Closing Time, the Company has no Debt, other than Permitted
Encumbrances. Without limiting the foregoing, the Company is not a party to or bound by
any agreement, Contract or commitment providing for the guarantee, indemnification,
assumption or endorsement with respect to the obligations, liabilities (contingent or
otherwise) or indebtedness of any other Person.

Banking Information. Schedule 3.1(B)(q) sets forth the name and location (including
municipal address) of each bank, trust company or other institution in which the Company
has an account, money on deposit or a safety deposit box and the name of each Person
authorized to draw thereon or to have access thereto and the name of each Person holding a
power of attorney from the Company and a summary of the terms thereof.

Regulatory Approvals. No Regulatory Approval or filing with, notice to, or waiver from
any Governmental Authority is required to be obtained or made by the Vendor or the
Company: (a) in connection with the execution and delivery of, and performance by the
Vendor of its obligations under, this Agreement or the consummation of the transactions
contemplated hereby; (b) to avoid the loss of any Licence; or (c) to permit the Company to
carry on the Business after the Closing as the Business is currently carried on by the
Company as contemplated to be carried by the Company following the Closing as described
in the Limited Partnership Agreement,

Absence of Conflicting Agreements. The execution, delivery and performance of this
Agreement and all other agreements and instruments contemplated herein by the Vendor,
Evan Holdco and the Company, as applicable, and the completion (with any required
Consents and Regulatory Approvals and the giving of any required notices) of the
transactions contempiated by this Agreement do not and will not result in or constitute any
of the following directly or indirectly:

6] a default, breach or violation or an event that, with notice or lapse of time or both,
would be a default, breach or violation of any of the terms, conditions or provisions
of the constating documents of the Company or Evan Holdco, respectively, or of any

Contract or Regulatory Approval,
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(u)

)

(i) an event which, pursuant to the terms of any Contract or Regulatory Approval,
would cause any right or interest of the Company to come to an end or be amended
in any way or that would entitle any other Person to terminate or amend any such
right or interest or relieve any other Person of its obligations thereunder;

(iii)  a default, breach or violation or an event that, with notice or lapse of time or both,
would be a default, breach or violation of any of the terms, conditions or provisions
of any payment or other Liability (whether absolute, accrued, conditional or
otherwise) of the Company, the Vendor or Evan Holdco in favour of any Person
pursuant to any Contract or otherwise;

(iv)  the creation or imposition of any Encumbrance on any of the Purchased Shares or
any Asset of the Company; or

(v} the violation of any Applicable Law.

Legal Proceedings. There is no Legal Proceeding in progress, pending or Threatened
against or affecting the Company or any of its property or Assets or title thereto, and there is
no any factual or legal basis on which any such Legal Proceeding might be commenced.
There is no Order outstanding against or affecting the Company or any of its Assets.

Environmental Matters. The Company and the Vendor has carried on all operations,
including in respect of its holding of the Property, in compliance with all applicable
Environmental Laws. Neither Company or the Vendor has used or permitted to be used,
except in compliance with all Environmental Laws, any of its properties (including the
Property) or any property or facility which it previously owned or leased, to generate,
manufacture, process, distribute, use, treat, store, dispose of, transport or handle any
Hazardous Material and neither the Company or the Vendor has caused or permitted, and
has there been not been any Release in any manner whatsoever of any Hazardous Material
on, in, around, from or in connection with any such properties (including the Property) or
may reasonably be alleged to have Liability. All Hazardous Materials and all other wastes
and other materials and substances used in whole or in part by the Company or at the
Property have been disposed of, treated and stored in compliance with all Environmental
Laws. Neither the Company, any director or officer or the Vendor has ever received any
notice of, nor been prosecuted for, non-compliance with any Environmental Laws, and no
such Person has seftled any allegation of non-compliance prior to prosecution. There are no
notices, Orders or directions relating to environmental matters requiring, or notifying the
Vendor, the Company or any director or officer that it is or may be responsible for, any
containment, clean-up, remediation or corrective action, or any work, repairs, construction
or capital expenditures to be made under Environmental Laws with respect to any interest in
real property held by the Company at any time.

Employment Matters
(i) The Company has no Employee Plans and has never had any Employee Plans.

(i) As of the Closing Date, the Company has no Employees or contractors providing
services to the Company.
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(iii)

(iv)

)

(vi)

{vii)

(viii)

(ix)

Schedule 3.1(B)(v) lists all the Employees and contractors providing services to the
Company as of the date of this Agreement and the position, status, length of service,
age, compensation and benefits of each Employee. No Employee is on short-term or
long-term disability leave, receiving benefits pursuant to applicable workers
compensation legislation or otherwise an inactive employee.

The Company is not a party to or bound by any Contract in respect of any Employee
or ccontractor except for oral Contracts of indefinite hire that are terminable upon
statutory and/or common law notice, as applicable in the relevant jurisdiction, and as
of the Closing, the employment of all Employees and services of all contractors has
been terminated and all amounts payable to such Employees and contractors
whatsoever, under Applicable Law or otherwise has been paid by the Company and
the Company has no further Liability to any such Persons whatsoever.

The Company is not party to or bound by, either directly or by operation of
Applicable Law, any collective bargaining agreement, labour contract, letter of
understanding, letter of intent, voluntary recognition agreement or legally binding
commitment or written communication to any labour union, trade union or employee
organization or group which may qualify as a trade union in respect of or affecting
Employee or contractors nor is the Company subject to any union organization
effort. The Company is not engaged in any labour negotiation. The Company has
not engaged in any unfair labour practice and there is no pending or Threatened
complaint regarding any alleged unfair labour practice relating to Employvees or
former Employees or contractors.

All of the contractors and other Persons who are receiving remuneration for work or
services provided to the Company who are not Employees are treated as independent
contractors, are properly characterized as independent contractors and are not likely
to be characterized by any Governmental Authority as employees.

The Company is in compliance with all Applicable Laws respecting employment,
employment practices and standards, terms and conditions of employment, wages
and hours, occupational health and safety, human rights, accessibility, labour
relations, employment equity, pay equity and workers® compensation. There are no
current Legal Proceedings in progress, pending or Threatened under such
employment-related Laws against the Company.

All current assessments under applicable workers compensation legislation that
relate fo the Company have been paid or accrued, and the Company has not been
subject to any specialty or penalty assessment under such legislation which has not

been paid.

There are no outstanding Orders made under applicable occupational health and
safety laws relating to any Vendor or the Business. The Vendors are operating in
compliance with all occupational health and safety laws in all material respects.
There are no pending or to the knowledge of the Vendor Threatened charges against
any Vendor under occupational health and safety laws. There have been no fatal or
critical accidents which have occurred in the course of the operation of the Business
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(W)

x

which might lead to charges under applicable occupational health and safety laws.
There are no materials present in the Business, exposure to which may reasonably be
expected to result in an occupational disease as defined in applicabie occupational
health and safety legislation. The Vendors have complied in all respects with any
Orders issued under occupational health and safety laws

(x)  The Company is not a compulsory scheduled employer under the Workplace Safety
and Insurance Act in the Province of Ontario, or utider any similar legislation in any
other jurisdiction in which the Company operates. The Company is not required and
does not participate in the workers compensation regime in the Province of Ontario
or in any other jurisdiction in which the Company operates.][NTD: If this is
applicable delete in applicable reps.

(xi)  The Company has withheld from each payment made to any Person, including its
present and past Employees and contractors and all Persons who are or are deemed
to be non-residents of Canada for purposes of the Income Tax Act, all amounts
required by Applicable Law to be withheld, and have remitted such withheld
amounts within the prescribed periods to the appropriate Governmental Authority.
The Company has remitted all Canada Pension Plan contributions, provincial
pension plan contributions, employment insurance premiums, employer health taxes
and other Taxes payable by it in respect of the Employees to the proper
Governmental Authority within the time required under Applicable Law. There are
no Legal Proceedings in process, pending Threatened against the Company in
respect of any Taxes, and there are no matters under discussion, audit or appeal with
any Governmental Authority relating to Taxes.

Transactions with Affiliates. The Company is not liable in respect of advances, loans,
guarantees, liabilities or other obligations to or on behalf of any shareholder, officer,
director, Employee or Affiliate of the Company or any other Person with whom the
Company does not deal at arm’s length. There are no intercompany services provided to the

Company by Vendor or by any Affiliate of the Vendor. The Company has never been party

to any Contracts with any non-arm's length Person.

Insurance

Schedule 3.1(B)(x) contains a copy of all insurance policies currently maintained by the
Company. Each of such insurance policies is valid and subsisting and in good standing,
there is no default thereunder and the Company is entitled to all rights and benefits
thereunder, Schedule 3.1(B)(x) sets forth and describes all pending claims under any of such
insurance policies and identifies the most recent inspection reports, if any, received from
insurance underwriters as to the condition or insurance value of the insured property and
assets, copies of which have been made available to the Purchaser. The Company has not
failed to give any notice or present any claim under any of such insurance policies in due
and timely fashion. There are no circumstances which might entitle the Company to make a
claim under any of such insurance policies or which might be required under any of such
insurance policies to be notified to the insurers and no claim under any of such insurance

policies has ever been made by the Company.
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None of such insurance policies is subject to any special or unusual terms or restrictions or
provides for a premium in excess of the stipulated or normal rate. No notice of cancellation
or non-renewal with respect to, nor disallowance of any claim under, any of such insurance
policies has been received by the Company. There are no circumstances or occurrences
which would or might form the basis of a material increase in premiums for the current

insurance coverage maintained by the Company.

Tax Matrers.

()

(i)

{iii)

(iv)

v

Tax Filings. The Company has prepared and filed when due with each relevant
Governmental Authority all Tax Returns required to be filed by or on behalf of the
Company in respect of any Taxes for all fiscal periods ending prior to the date
hereof. All such Tax Returns are correct and complete in all material respects, and
no material fact has been omitted therefrom. No extension of time in which to file

any such Tax Returns is in effect.

Taxes Paid. The Company has paid in full and when due all Taxes required to be
paid on or prior to the date hereof. All Taxes shown on all Tax Returns or on any
assessments or reassessments in respect of any such Tax Returns have been paid in
full when due or will be paid in full if due between the date hereof and the Closing
Date. The provision for Taxes in the Interim Financial Statements will constitute an
adequate provision for the payment of all Taxes in respect of all periods ending on or
before the Closing Date.

Reassessments of Taxes. No reassessments of the Company’s Taxes have been
issued and are outstanding and there are no outstanding issues which have been
raised and communicated to the Company by any Governmental Authority for any
fiscal period in respect of which a Tax Return of the Company has been filed. No
Governmental Authority has challenged or disputed a filing position taken by the
Company in any Tax Return. There are no contingent liabilities for Taxes or any
grounds for an assessment or reassessment of the Company, including unreported
benefits conferred on any shareholder of the Company, aggressive treatment of
income, expenses, credits or other claims for deduction under any Tax Return.
There is no indication from any Governmental Authorify that an assessment op
reassessment of the Company is proposed in respect of any Taxes, regardless of its
merits. The Company has not executed or filed with any Governmental Authority
any agreement or waiver extending the period for assessment, reassessment or
collection of any Taxes. :

Withholdings and Remittances. The Company has withheld from each payment
made to any Person all amounts required by Applicable Law to be withheld, and has
remitted such withheld amounts within the prescribed periods to the appropriate
Governmental Authority. The Company has charged, collected and remitted on a
timely basis all Taxes as required under Applicable Law on any sale, supply or
delivery whatsoever, made by the Company.

Books and Records. The Company has maintained and continues to maintain at its
place of business in Canada all books and records required to be maintained under
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(aa)

(vi)

the Income Tax Act, the Excise Tax Act (Canada) and any other Applicable Law
relating to Taxes.

Future Income Inclusion. The Company will not be required to include in a taxable
period ending after the Closing Date any amount of net taxable income (after taking
into account deductions claimed for such a period that relate to a prior period)
attributable to income that accrued in a prior taxable period but that was not included
in taxable income for that or another prior taxable period.

No Material Adverse Change. Since the date of the balance sheet in the most recent Annual
Financial Statements, there has been no Material Adverse Change and no event has occurred
nor do any circumstances exist which could result in a Material Adverse Change.

Absence of Certain Changes or Events. Except as disclosed in Schedule 3.1(B)(aa), since
the date of the balance sheet in the most recent Annual Financial Statements, the Company
has carried on the Business in the ordinary course, and, in particular, but without limitation,

has not:

()
(i)

(iii)

(iv)

)

(vi)
(vii)

(viii)

(ix)

()
(i)

amended its articles or by-laws or adopted any new articles or by-laws;

directly or indirectly, declared, set aside for payment or paid any dividend or made
any other payment or distribution on or in respect of any of the shares in its capital;

redeemed, purchased, retired or otherwise acquired, directly or indirectly, any of the
shares in its capital,

issued or sold any shares or other securities or issued, sold or granted any option,
warrant or right to purchase any of its shares or other securities or issued any
security convertible into its shares, granted any registration rights or otherwise made
any change to its authorized or issued share capital;

disposed of or revalued any of the Assets reflected on the balance sheet forming part
of the most recent Annual Financial Statements;

made any change in its accounting principles, policies, practices or methods;
cancelled or waived any debt, claim or other right;

incurred or assumed any Debt, liabilities or obligations of any nature, whether
absolute, accrued, contingent or otherwise;

mortgaged, pledged, granted a security interest in or otherwise created a
Encumbrance on any, or amended any of the terms of any Encumbrance on any, of
its Agsets;

entered into any Contract;

revalued or disposed of any of the Assets;
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(bb)

(cc)

(xii)  terminated, cancelled, modified or amended in any material respect or received
notice or a request for termination, cancellation, modification or amendment of any
Contract or taken or failed to take any action that would entitle any party to a
Contract to terminate, modify, cancel or amend any Contract;

(xiii) cancelled or waived any Debt, claim or other right with a value to the Company in
excess of $2,000;

(xiv) given or agreed to give or become a party to or bound by any guarantee, surety or
indemnity in respect of indebtedness or other obligations or liabilities of any other
Person or become a party to any other commitment by which the Company is, or is
contingently, responsible for such indebtedness or other Liability,

(xv)  purchased or otherwise acquired any interest in any securities of any other Person;

(xvi) made any capital expenditure or authorized any capital expenditure or made any
commitment for the purchase, construction or improvement of any capital assets;

(xvii) entered into any Contract or commitment to hire, or terminated the services of, any
employee, contractor or other Person; or

(xviii) agreed, committed or entered into any understanding to take any actions enumerated

in paragraphs (i) to (xvii) of this Section 3.1(z).

Debt. Except as set forth in Schedule 3.1(B)(bb), the Company has no Debts or other
liabilities or obligations of any kind (whether accrued, absolute, contingent or otherwise),
which continue to be outstanding. The Vendor has provided full, true and complete copies
of all documents and information respecting the Company and all Debt, including the 650
Bay Mortgages, and that such documents and information (i) represent the entire agreement
respecting such Debt, (ii) have not been altered or amended, whether in writing, by course
of conduct or otherwise (iii) are in full force and effect and there are no current or pending
negotiations with respect to the renewal, repudiation or amendment of any such agreements
or documents, (iv) no party to any of the agreements or documents respecting any Debt is in
default thereunder or has failed to perform any covenant or obligation thereunder, and (v) no
event has occurred or circumstance exists that (with or without notice or lapse of time) may
constitute a default by any party to any of documents or agreements respecting the Debt,
The Vendor will deliver consents to the change of control of 222 in connection with the
completion of the Evan Transfer or payout letters from each lender, In the event the lenders
do not consent to the change of control, the Partnership will work with KarrasCo to effect a
refinancing of the 650 Bay Debtprior to Closing to be effective on Closing. .

Ethical Practices. No Person has, directly or indirectly, made or received any contribution,
gift, bribe, rebate, payoff, influence payment, kickback, or other payment to or from any
Person, private or public, regardless of form, whether in money, property or services (i) to
obtain favourable treatment in securing business, (ii) to pay for favourable treatment in
business secured, or (iii) to obtain special concessions or for special concessions already
obtained, for or in respect of the Company; save and except for small seasonal gifts (such as
gift baskets, chocolates) to suppliers or customers and give-aways at trade shows.
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PART (C) - REPRESENTATIONS AND WARRANTIES OF THE VENDOR RELATING
TO THE VENDOR AND THE PURCHASED SHARES

The Vendor hereby represents and warrants to the Purchaser, as of the date hereof and as of the
Closing Date, as follows, and acknowledges that the Purchaser is relying on the accuracy of such
representations and warranties in entering into this Agreement.

(a}

(b)

©

(d)

Power and Capacity. The Vendor has the power and capacity to exccute and deliver this
Agreement and all other agreements and instruments to be executed by him as contemplated
herein and to perform his other obligations hereunder and under all such other agreements

and instruments,

Enforceability of Obligations. This Agreement and each other agreement to be executed
and delivered by the Vendor pursuant to the terms of this Agreement, when executed and
delivered by all parties, is a valid and legally binding obligation of the Vendor enforceable
against the Vendor in accordance with its terms, subject to the limitations with respect to
enforcement imposed by Applicable Laws in connection with bankruptcy, insolvency,
liguidation, reorganization or other laws affecting the enforcement of creditors’ rights
generally and subject to the availability of equitable remedies such as specific performance
and injunction which are only available in the discretion of the court from which they are

sought.

Solvency. The Vendor is not an insolvent person within the meaning of the Bankrupicy and
Insolvency Act (Canada) and will not become an insolvent person as a consequence of the
Closing. The Vendor has not made an assignment in favour of his creditors or a proposal in
bankruptcy to his creditors or any class thereof or had any petition for a receiving order
presented in respect of him. The Vendor has not initiated, or become subject to, any Legal
Proceeding with respect to a compromise or arrangement with his creditors and none have
been Threatened. There are no grounds on which any Legal Proceeding might be
commenced and there is no Order outstanding against or affecting the Vendor which, in any
such case, affects adversely or might affect adversely the ability of the Vendor to enter into
this Agreement or any other agreement to be entered into in connection with this Agreement
or to perform his obligations hereunder or thereunder. No receiver has been appointed in
respect of the Vendor or any of his property or assets and no execution or distress has been
levied upon any of his property or assets no Legal Proceeding with respect thereto has been

Threatened.

Absence of Conflicting Agreements. The execution, delivery and performance of this
Agreement by the Vendor and the completion of the transactions contemplated by this
Agreement do not and will not result in or constitute any of the following;

(i) a default, breach or violation or an event that, with notice or lapse of time or both,
would be a default, breach or violation of any pending or executory Contract, to
which the Vendor is a party;

(i)  an event which, pursuant to the terms of any pending or executory Contract, to
which the Vendor is a party, would cause any right or interest of the Vendor or the
Company to come to an end or be amended in any way or entitle any other Person to
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{c)

(®

(g)

(h)

Q)

)

terminate or amend any such right or interest or relieve any other Person of its
obligations thereunder;

(iiiy  the creation or imposition of any Encumbrance on any Asset of the Company or on
the Purchased Shares of the Vendor; or

(iv)  the violation of any Applicable Law.

Residence of Vendor. The Vendor is not a non-resident of Canada for purposes of
section 116 of the Jncome Tax Act. :

Ownership of Purchased Shares. The Vendor is the registered and beneficial holder of the
Purchased Shares with good and marketable title thereto, free and clear of all Encumbrances
whatsoever. No Person other than the Purchaser has, or has any right capable of becoming,
any agreement, option, right or privilege for the purchase or other acquisition from the
Vendor the Purchased Shares. There are no restrictions of any kind on the transfer of any of
the Purchased Shares except those set out in the articles of incorporation of the Company,
the consent to such transfer which as been obtained by the Company.

Consents and Approvals. No approval, Regulatory Approval, Order, consent of or filing
with any Governmental Authority is required on the part of the Vendor in connection with
the execution, delivery and performance of this Agreement or any other documents and
agreements to be delivered under this Agreement or the performance of by Vendor under
this Agreement or any other documents and agreements to be delivered under this
Agreement, including the Vendor Pledge Agreement.

No Broker. Other than as set out herein, the Vendor has carried on ail negotiations relating
to this Agreement and the transactions contemplated in this Agreement directly and without
intervention on its behalf of any other Person in such manner as to give rise to any valid
claim for a brokerage commission, finder’s fee or other like payment against the Purchaser

or the Company.

Tax Advice. The Vendor has obtained or been afforded the opportunity to independent legal
and financial tax advice as to the tax consequences of the transactions contemplated by this

Agreement.

Independent Legal Advice. The Vendor has obtained or been afforded the opportunity to
obtain independent legal advice with respect to the transactions contemplated by this

~ Agreement.
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PART (D) - REPRESENTATIONS AND WARRANTIES OF EVAN HOLDCO AND THE
VENDOR

Evan Holdco and the Vendor, jointly and severally, hereby represents and warrants to the
Purchaser, as of the date hereof and as of the Closing Date, as follows, and acknowledges that the
Purchaser is relying on the accuracy of such representations and warranties in entering into this

Agreement,

(a)

()

(©

(d)

Power and Capacity. Evan Holdco has the power and capacity to execute and deliver this
Agreement and all other agreements and instruments to be executed by it as contemplated
herein and to perform its obligations hereunder and under all such other agreements and
instruments. The execution and delivery of this Agreement and the other agreements and
documents to be executed and delivered by Evan Holdeo pursuant to this Agreement have
been approved by all required corporate action on the part of Evan Holdco and have been
ratified and confirmed by all of the shareholders of Evan Holdco, including the Pledge

Agreement,

Enforceability. This Agreement and each other agreement to be executed and delivered by
Evan Holdco pursuant to the terms of this Agreement, when executed and delivered by all
parties, is a valid and legally binding obligation of Evan Holdco enforceable against Evan
Holdco in accordance with its terms, subject to the limitations with respect to enforcement
imposed by Applicable Laws in connection with bankruptcy, insolvency, liquidation,
reorganization or other laws affecting the enforcement of creditors’ rights generally and
subject to the availability of equitable remedies such as specific performance and injunction
which are only available in the discretion of the court from which they are sought.

Qualification to do Business. Evan Holdco's business or the location or character of the
assets owned or leased by Evan Heldco requires it to be registered, licensed or otherwise
qualified as an extra-provincial or foreign corporation in any jurisdiction other than in the
Province of Ontario where it is duly registered, licensed or otherwise qualified for such

purpose.

Solvency. Evan Holdco is an insolvent person within the meaning of the Bankruptcy and
Insolvency Act (Canada) and it will not become an insolvent person as a consequence of the
Closing. Evan Holdco has not made an assignment in favour of its creditors or a proposal in
bankruptcy to its creditors or any class thereof or had any petition for a receiving order
presented in respect of it. Evan Holdco has not initiated, or become subject to, any Legal
Proceeding with respect to a compromise or arrangement with its creditors and none have
been Threatened. There are no grounds on which any Legal Proceeding might be
commenced and there is no Order outstanding against or affecting Evan Holdco which, in
any such case, affects adversely or might affect adversely the ability of Evan Holdco to
enter into this Agreement or any other agreement to be entered into in connection with this
Agreement or to perform its obligations hereunder or thereunder. No receiver has been
appointed in respect of Evan Holdco or any of its property or assets and no execution or
distress has been levied upon any of its property or assets and no Legal Proceeding with
respect thereto has been Threatened. No act or proceeding has been taken or authorized by
or against Evan Holdco with respect to any amalgamation, merger, consolidation,
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{e)

®

(&

(h)

arrangement or reorganization of, or relating to, it nor have any such proceedings been
authorized by any other Person.

Absence of Conflicting Agreements. The execution, delivery and performance of this
Agreement by Evan Holdco and the completion of the transactions contemplated by this
Agreement do not and will not result in or constitute any of the following:

() a default, breach or violation or an event that, with notice or lapse of time or both,
would be a default, breach or violation of any pending or executory Contract, to

which Evan Holdeo is a party;

(i)  anevent which, pursuant to the terms of any pending or executory Contract to which
Evan Holdco is a party, would cause any right or interest of the Vendor, Evan
Holdco or the Company to come to an end or be amended in any way or entitle any
other Person to terminate or amend any such right or interest or relieve any other

Person of its obligations thereunder;

(i)  the creation or imposition of any Encumbrance on any Asset of the Company or on
the Purchased Shares; or

(iv)y  the violation of any Applicable Law.

Residence of Vendor. Evan Holdco is not a non-resident of Canada for purposes of
section 116 of the Income Tax Act.

Consents and Approvais. No approval, Regulatory Approval, Order, consent of or filing
with any Governmental Authority or other Person is required on the part of the Vendor or
Evan Holdco in connection with the execution, delivery and performance of this Agreement
or any other documents and agreements to be delivered under this Agreement or the
performance of Evan Holdco under this Agreement or any other documents and agreements
to be delivered under this Agreement, including the Holdco Pledge Agreement.

Tax Advice. Evan Holdco has obtained or been afforded the opportunity to independent
legal and financial tax advice as to the tax consequences of the transactions contemplated by

this Agreement.

Independent Legal Advice. Evan Holdco has obtained or been afforded the opportunity to
obtain independent legal advice with respect to the transactions contemplated by this

Agreement.

PART (D) - GENERAL REPRESENTATION AND WARRANTY OF THE YVENDOR

The Vendor and Evan Holdco, jointly and severally, hereby represents and warrants to the
Purchaser, as of the date hereof and as of the Closing Date, as follows, and acknowledges that the
Purchaser is relying on the accuracy of such representations and watranties in entering into this

Agreement.

(a)

Full Disclosure. None of the foregoing representations and warranties set out in this Section
3.1 and no document furnished by or on behalf of the Company, the Vendor or Evan Holdco
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3.2

to the Purchaser or its representatives in connection with the transactions contemplated by
this Agreement containg any untrue statement of a material fact or omits to state any
material fact necessary to make any such statcment or representation not misleading to a
prospective purchaser of the Purchased Shares seeking full information as to the Company,
its Assets, the Business, the Vendor, Evan Holdco, the Purchased Shares and the Pledge
Agreement. There are no facts not disclosed in this Agreement which, if learned by a
prospective purchaser, might reasonably be expected to materially diminish a prospective
purchaser’s evaluation of the value of the Purchased Shares or the security interest of Evan
Holdeo or which might reasonably be expected to deter a prospective purchaser from
completing the transactions contemplated by this Agreement on the terms of this

Agreement.

Representations and Warranties of the Purchaser

The Purchaser hereby represents and warrants to the Vendor, as of the date hereof and as of the
Closing Date, as follows, and acknowledges that the Vendor is relying on the accuracy of such
representations and warranties in entering into this Agreement:

33

(a) the Purchaser is a corporation created, validly existing and in good standing under
the laws of the Province of Ontario and has all requisite power and authority to enter
into this Agreement and perform its obligations hereunder;

(b)  the execution and delivery of this Agreement has been duly and validly authorized
by all necessary action on the part of the Purchaser;

(c)  the execution and delivery of this Agreement and the other agreements and
documents to be executed and delivered by the Purchaser pursuant to this Agreement
has been duly and validly authorized by all necessary action on the part of the
Purchaser. This Agreement, when executed and delivered by all parties, is a valid
and legally binding obligation of the Purchaser enforceable against the Purchaser in
accordance with its terms, subject to the limitations with respect to enforcement
imposed by Applicable Laws in connection with bankruptcy, insolvency, liquidation,
reorganization or other laws affecting the enforcement of creditors’ rights generally
and subject to the availability of equitable remedies such as specific performance
and injunction which are only available in the discretion of the court from which

they are sought;

(d)  the Purchaser: (i) is not an insolvent Person within the meaning of the Bankruptcy
and Insolvency Act (Canada); (ii) has not made either an assignment in favour of its
creditors or a proposal in bankruptcy to its creditors (or any class thereof); (iii) has
not had any petition for a receiving order presented in respect of it; or (iv) has not
initiated any proceedings with respect to a compromise or arrangement with its
creditors or for its winding up, liquidation or dissolution; and no receiver has been
appointed in respect of the Purchaser or any of its respective assets and no act or
proceeding has been taken or authorized by or against the Purchaser with respect to
any amalgamation, merger, consolidation, arrangement or reorganization.

Survival of Representations
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No investigations made by or on behalf of the Purchaser at any time shall have the effect of
waiving, diminishing the scope or otherwise affecting any representation or warranty made by the
Company, the Vendor and/or Evan Holdco in or pursuant to this Agreement or any other agreement
or document entered into in connection with this Agreement. No waiver of any condition or other
provisions, in whole or in part, shall constitute a waiver of any other condition or provision
{whether or not similar) nor shall such waiver constitute a continuing waiver unless otherwise
expressly provided. The representations and warranties contained in Sections 3.1 and 3.2 shall not
merge on Closing but shall survive the Closing, the transfer of the Purchased Shares, satisfaction of
the Purchase Price and the Closing Date for the maximum period permitted by Applicable Law.

34  Conduct of Business Prior to Closing

During the period from the date of this Agreement to the Closing Time, the Vendor and Evan
Holdco shall, and shall cause the Company, to do the following:

(a) Conduct Business in the Ordinary Course — except as otherwise permitted by this
Agreement, conduct its business in the ordinary course, consistent with past practice
and not, without the prior written consent of the Purchaser, enter into any transaction
which, if effected before the date of this Agreement, would constitute a breach of the
representations, warranties or agreements of any of the Company or the Vendor

contained in this Agreement;

(b)  Contracts - not enter into any Contracts, commitments or transactions except as
approved in writing by the Purchaser;

(c) Maintain Good Relations — use all reasonable efforts to maintain good relations
with all Persons with whom the Company, Evan Holdco and the Vendor has
business relations relating to the Business or the Company;

(d) Continue Insurance - continue in force all policies of insurance maintained by or
for the benefit of the Company and give all notices and present claims under all
insurance policies in a timely fashion;

{(e) Comply with Laws — comply with all Applicable Laws affecting the operation of
the Company;

63) Prevent Certain Changes — not, without the prior written consent of the Purchaser,
take any of the actions, do any of the things or perform any of the acts described in
Section 3.1(B)(aa), including for greater certainty, not incur or satisfy, in whole or in
part, any Debt, obligations or liabilities or make any payment in respect thereof, or
acquire or dispose, or agree to acquire or dispose of any Assets or additional assets
or declare, pay or authorize dividends or other distributions on any shares of the
Company or purchase or redeem any shares of the Company, or amend the articles or
change the capital structure of the Company,

(g) Approvals —obtain and diligently pursue all Consents, Licenses, Regulatory
Approvals and authorizations required to consummate the transactions contemplated
by this Agreement in accordance with the terms hereof;
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(h)  Advise of Changes — promptly advise the Purchaser orally and in writing (i) of any
fact or any change in the Business, operations, affairs, assets, liabilities,
capitalization, financial condition or prospects of the Company that could have a
Material Adverse Effect; (ii) of any breach by any of the Company, Evan Holdco or
the Vendor of anty covenant or agreement contained in this Agreement; (iii) of the
fact of any representation or warranty provided herein by the Company, Evan
Holdco or the Vendor ceases to be true, complete and accurate in all respects and
(iii} of any death, disability, resignation or other event or circumstance affected the
Company, Evan Holdco or the Vendor; and

(1) Remedy any Misrepresentation or Breach of Covenant - do all things and cause
all things to be done to ensure that all of the representations and warranties and
covenants of the Vendor, Evan Holdco and the Company contained in this
Agreement remain true and correct as if such representations and warranties were
continuously made throughout such period and such covenants performed when
required pursuant to this Agreement,

3.5  Access for Investigation

The Company shall and the Vendor shall cause the Company to permit the Purchaser and its
representatives, between the date of this Agreement and the Closing Time, to have free and
unrestricted access during normal business hours to (i) the Assets of the Company, including the
Property; (ii) all locations where Books and Records or other material relevant to the business of the
Company are stored; and (iii) all the Books and Records. The Vendor or the Company, as the case
may be, shall furnish to the Purchaser copies of Books and Records as the Purchaser shall from time
to time request. Without limiting the generality of the foregoing, the accounting representatives of
the Purchaser shall be afforded ample opportunity to make a full investigation of all aspects of the
financial affairs of the Company and the Vendor.

The Vendor will, or will cause the Company to, forthwith deliver to the Purchaser, the following
documents and files relating to the Property, to the extent they are within the Vendor's possession

and control,:

(a) An Authorization and Direction, on the Purchaser's Solicitor's form, authorizing ail
governmental agencies and bodies having jurisdiction to release all information in their files
relating to the Property provided such authorization and direction shall specifically prohibit

any inspections of the Property;

(b) Copies of all surveys, planning studies, zoning or official plan amendment applications,
leases, soil tests, environmental reports, ecological reports, feasibility studies, engineering
reports, claims involving the Property and all other documents and reports relating to the
Property, and with respect to any reports or documents prepared by professionals or experts
such as environmental reports, a reliance letter from the respective issuer of such report or
document permitted the Purchaser to rely on such report or document; and

(¢) Such other material documents, reports or information relating to the Property as may be
reasonably requested by the Purchaser and as may be in the Vendor's possession or control.
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ARTICLE 4
COVENANTS

4.1 Payment of Taxes

Except as otherwise provided in this Agreement, the Purchaser shall pay all Taxes applicable to any
filing, recording or transfer fees payable in connection with the instruments of transfer provided for

in this Agreement.
4.2  Preparation of Tax Returns

The Purchaser shall cause, at the Vendor's expense, to be prepared and filed within the time period
prescribed by Applicable Law all Tax Returns for the Company for (a) any period which ends on or
before the Closing Date and for which Tax Returns have not been filed as of such date and (b) for
any period that begins prior to the Closing Date and ends after the Closing Date for which Tax
Returns are required to be prepared and filed (all such Tax Returns referred to in clause () and (b)
of this Section 4.2 being referred to herein as “Stub Period Returns”). The Vendor, Evan Holdco
and the Purchaser shall co-operate fully with each other and make available to each other in a
timely fashion such data and other information as may reasonably be required for the preparation of
all Stub Period Returns and shall preserve such data and other information until the expiration of
any applicable limitation period under any Applicable Law with respect to such Stub Period
Returns. The Purchaser shall provide to the Vendor for his review a copy of the Stub Period
Returns and the costs (including reasonable allocation of internal costs) of the preparation and filing
of such Stub Period Returns (as they relate to periods ending on or before the Closing Date or such
portion thereof) shall be included as Debt of the Company as of the Closing Date for purposes of
the calculation of the Purchase Price. For greater certainty, all Taxes payable for the period
represented by the Stub Period Returns are for the account of the Vendor and will be paid the
Vendor promptly upon completion of the Stub Period Returns.

43  Property Tax Arrears

The Vendor and Evan Holdco, jointly and severally, covenants and agrees that it shall be liable and
responsible and that it will pay or cause to be paid all Taxes respecting the Company, including
property tax arrears, assessments and other Taxes or charges affecting the Property that relate or
arise in respect of period of time prior to Closing, including any re-assessment of the Property that
relates to the period prior to the Closing Date.

4.4 Brokers

Except for the engagement of Antonio Piazza and Alex Ivanuk by the Vendor pursuant to an
engagement agreement entered into on or around June 1%, 2016 (the "Engagement"), neither the
Purchaser or the Vendor engaged any broker or other agent in connection with the transactions
contemplated by this Agreement and, accordingly, other than the payment as set forth Schedule 4.4
pursuant the Engagement there is no commission, fee or other remuneration payable to any broker
or agent who purports or may purport to act or have acted for either party. The Purchaser covenants
and agrees to pay or cause to be paid the fees payable pursuant to the Engagement, which are
expressly set forth in Schedule 4.4 hereof, against delivery of a receipt, acknowledgement and full
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release of any other amounts whatsoever payable pursuant to the Engagement by Antonio Piazza
and Alex Ivanuk.

4.5  Termination of Employees and Contractors

Notwithstanding any other provision of this Agreement, the Company shall, and the Vendor shall
cause the Company fto, terminate the employment of every employee and the service of every
contractor to the Company prior to the Closing Date and the Company shall, prior to the
Closing,pay and satisfy all Liabilities to all such Persons whatsoever in connection with such
termination of employment or service, including ali obligations in accordance with Applicable Law.

4.6  Transfer of Hotel Operations and Property Management Business

Prior to the Closing Date the Vendor shall provide the Purchaser with documentation, satisfactory
to the Purchaser in its sole discretion, evidencing the transfer to another Person of the entire (a)
hotel business and (b) property management business, carried on by the Company, together with all
Liabilities now existing or hereinafter arising, whether or not known, and fully release and
indemnify the Company from and against any Liability arising directly or indirectly in relation to,
out of, or in connection with, such businesses previously carried on by the Company and transferred

to another Person.
4,7 Consents

TheVendor covenants and agrees to obtain all Consents and Regulatory Approvals of any other
Person necessary or desirable to be obtained by the Company and/or the Vendor in connection with
completion of the transactions contemplated by this Agreement, including as may be required by
any lender pursuant to any Debt in connection with the change of control of the Company as
contemplated by this Agreement. The Vendor further covenants and agrees to cause certain of the
collateral mortgages set out in Schedule 3.1(B)(bb) to be discharged prior to the Closing resulting in
an aggregate of approximately $8 million in outstanding Debt of the Company on Closing.

4.8  Requisition Letters

Prior to the Closing Date, the Vendor agrees to fully comply and respond to all matters set forth in
requisition letters to be delivered by the Purchaser's real estate solicitors that relate to the Property.

ARTICLE §
INDEMNIFICATION

5.1 Vendor's Indemnification

The Vendor and Evan Holdco, jointly and severally, agree to indemnify and save the Purchaser and
its Affiliates, including 650 Bay GP Inc., the general partner of the Purchaser, and its and their
respective shareholders, partners, directors, officers, employees, representatives and agents (the
“Purchaser Indemnified Parties”), fully harmless and will reimburse or compensate them for, any
Damages, whether arsing prior to, on or subsequent to the Closing and whether referable to any
event, circumstance or matter arising at any time prior to, on or subsequent to the Closing, as a
result of, respecting, in connection with or related, directly or indirectly, in any manner whatsoever

fo:
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(i)

(i)

(iii)

(iv)

™)

v

(vii)

(vii)

any incorrectness in or breach of any representation or warranty of the
Company, Evan Holdco or Vendor contained in this Agreement or in any
other agreement, certificate or instrument executed and delivered pursuant to

this Agreement;

any breach or any non-fulfilment of any covenant or agreement on the part of
the Company, Evan Holdco or the Vendor in this Agreement or in any other
agreement, certificate or instrument executed and delivered pursuant to this

Apgreement;

any Legal Proceeding (actual or Threatened) to which the Company is a party
or affected by at any time on or prior to the Closing Date, or to which it
becomes a party or that is Threatened after the Closing Date arising from
facts or circumstances that existed at any time on or prior to the Closing
Date, including in respect of any such matter relating to the Assets (including
the Property) or the ownership or operations of the hotel business and/or
property management business carried on by the Company prior to Closing;

without limiting the generality of any other provision of this Section 5.1,
relating directly or indirectly to non-compliance of the Property with any
Applicable Laws in respect of the period prior to Closing, whether arising
prior to or subsequent to Closing, including all costs and expenses relating to
any investigations, work orders, notices, directives or letters of non-
compliance in respect of the Property originated or issued by any
Governmental Authority having jurisdiction, whether or not disclosed in any

searches (on or off title);

any Liability of the Company for Taxes in respect of any taxation year or
other period ended prior to the Closing Date, or any portion of a taxation year
or other period up to and including the Closing Date, including any Liability
for Taxes relating to the transfer of the hotel business and the property
management business to another Person;

the failure to obtain any necessary approvals, Regulatory Approvals,
Consents, waivers or to give any notice, including without limitation, any
Claims relating to any resultant termination or renegotiation of any right or
entitlement of the Company or any increase in obligations or liabilities
arising therefrom affecting the Company;

any Liability (including to indemnify or advance any amounts) to any cutrent
or former director, officer, employee, consultant, contractor or other person
or entity {a) engaged to provide services to the Company or (b) pursuant to
any Employee Plan;

any Liability of the Company to any non-arm's length person or entity to the
Company including any current or former director, officer, employee or

shareholder; and
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(ix)  without limiting the generality of any other provision of this Section 5.3, any
failure by the Vendor to transfer to the Purchaser all of the Purchased Shares
with good and marketable title thereto, free and clear of alli Encumbrances as

contemplated by this Agreement.

The rights to indemnification of the Purchaser Indemnified Parties under this Section 5.1 shall apply
notwithstanding any inspection or inquiries made by or on behalf of any of the Purchaser
Indemnified Parties, or any knowledge acquired or capable of being acquired by any of the
Purchaser Indemnified Parties or facts actually known to any of the Purchaser Indemnified Parties
{whether before or after the execution and delivery of this Agreement and whether before or after

Closing).
5.2 Purchaser's Indemnification

The Purchaser agrees to indemmify and save the Vendor his heirs, executors, administrators,
successors and assigns, as applicable, (the “Vendor Indemnified Parties”), fully harmless and will
reimburse or compensate them for, any Damages, with respect to any event, circumstance or matter
arising at any time prior to, on or subsequent to the Closing, as a result of, respecting, in connection
with or related, directly or indirectly, in any manner whatsoever to:

1) any incorrectness in or breach of any representation or warranty of the
Purchaser contained in this Agreement or in any other agreement, certificate
or instrument executed and delivered pursuant to this Agreement; and

(i)  any breach or any non-fulfilment of any covenant or agreement on the part of
the Purchaser this Agreement or in any other agreement, certificate or
instrument executed and delivered pursuant to this Agreement.

53 Notice of Claim

If an Indemnified Party becomes aware of any act, omission or state of facts that may give rise to
Damages in respect of which a right of indemnification is provided for under this Article 5, the
Indemnified Party shall promptly give written notice thereof (a “Notice of Claim”) to the
Indemnifying Party. The Notice of Claim shall specify whether the potential Damages arise as a
result of a claim by a Person against the Indemnified Party (a “Third Party Claim”) or whether the
potential Damages do not so arise (a “Direct Claim”), and shall also specify with reasonable
particularity (to the extent that the information is available):

1) the factual basis for the Direct Claim or Third Party Claim, as the case may
be; and

(ii)  the amount of the potential Damages arising therefrom, if known.

If, through the fault of the Indemnified Party, the Indemnifying Party does not receive a Notice of
Claim in a timely manner to effectively contest the determination of any liability susceptible of
being contested, then the liability of the Indemnifying Party to the Indemnified Party under this
Article 5 shall be reduced to the extent that Damages are incurred by the Indemnifying Party
resulting from the Indemnified Party’s failure to give the Notice of Claim on a timely basis,
provided that any Notice of Claim delivered with 60 days of the Indemnified Party becoming aware
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of a potential Claim for Damages shall not be deemed to be a failure to deliver prompt Notice of
Claim.

54 Direct Claims

In the case of a Direct Claim, the Indemnifying Party shall have 10 days from receipt of 2 Notice of
Claim in respect thereof within which to make such investigation as the Indemnifying Party
considers necessary or desirable. For the purpose of such investigation, the Indemnified Party shall
make available to the Indemnifying Party the information relied upen by the Indemnified Party to
substantiate its right to be indemnified under this Article 5, together with all such other information
as the Indemnifying Party may reasonably request. If the Parties fail to agree at or before the
expiration of such 10 day period (or any mutually agreed upon extension thereof), the Indemnified
Party shall be free to pursue such remedies as may be available to it.

5.5  Third Party Claims

In the case of a Third Party Claim, the provisions in the following paragraphs of this Section 5.5
apply.

(a) Rights of Indemnifying Party. The Indemnifying Party shall have the right, at its
expense, to participate in but not control the negotiation, settlement or defence of the
Third Party Claim, which control shall rest at all times with the Indemnified Party,

unless the Indemnifying Party:

() irrevocably acknowledges in writing complete responsibility for, and agrees
to indemnify the Indemnified Party in respect of, the Third Party Claim; and

(ii)  furnishes evidence to the Indemnified Party which is satisfactory to the
Indemnified Party of its financial ability to indemnify the Indemnified Party;

in which case the Indemnifying Party may assume such control at its expense through
counsel of its choice.

(b)  Respective Righis on Indemnifying Party’s Assumption of Control. If the
Indemnifying Party elects to assume control as contemplated in Section 5.5(a), the
Indemnifying Party shall reimburse the Indemnified Party for all of the Indemnified
Party’s out-of-pocket expenses incurred as a result of such participation or
assumption. The Indemnified Party shall continue to have the right to participate in
the negotiation, settlement or defence of such Third Party Claim and to retain
counsel to act on its behalf, provided that the fees and disbursements of such counsel
shall be paid by the Indemnified Party unless the Indemnifying Party consents to the
retention of such counsel at its expense or unless the named parties to any action or
proceeding include both the Indemnifying Party and the Indemnified Party and a
representation of both the Indemnifying Party and the Indemnified Party by the same
counsel would be inappropriate due to the actual or potential differing interests
between them (such as the availability of different defences), in which case the fees
and disbursements of such counsel shall be paid by the Indemnifying Party. The
Indemnified Party shall co-operate with the Indemnifying Party so as to permit the
Indemnifying Party to conduct such negotiation, settlement and defence and for this
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(c)

(d)

©

purpose shall preserve all relevant documents in relation to the Third Party Claim,
allow the Indemnifying Party access on reasonable notice to inspect and take copies
of all such documents and require its personnel to provide such statements as the
Indemnifying Party may reasonably require and to attend and give evidence at any
trial or hearing in respect of the Third Party Claim.

Lack of Reasonable Diligence. If, having elected to assume control of the
negotiation, settlement or defence of the Third Party Claim, the Indemnifying Party
thereafter fails to conduct such negotiation, settlement or defence with reasonable
diligence, then the Indemnified Party shall be entitled to assume such control and the
Indemnifying Party shall be bound by the results obtained by the Indemnified Party
with respect to such Third Party Claim.

Necessary Payments prior to Settlement. If any Third Party Claim is of a nature
such that (i) the Indemnified Party is required by Applicable Law or any Order, ot
(ii) it is necessary in the reasonable view of the Indemnified Party acting in good
faith and in a manner consistent with reasonable commercial practices, in respect of
a Third Party Claim relating to any Contract which is necessary to the ongoing
operations of the Business or any material part thereof, including to preserve the
rights of the Indemnified Party under such a Contract, to make a payment to any
Person (in this section, a “Third Party”) with respect to the Third Party Claim
before the completion of settlement negotiations or related legal proceedings, as the
case may be, then the Indemnified Party may make such payment and the
Indemnifying Party shall, promptly after demand by the Indemnified Party,
reimburse the Indemnified Party for such payment. If the amount of any Liability of
the Indemnified Party under the Third Party Claim in respect of which such a
payment was made, as finally determined, is less than the amount which was paid by
the Indemnifying Party to the Indemnified Party, the Indemnified Party shall,
promptly after receipt of the difference from the Third Party, pay the amount of such
difference to the Indemnifying Party.

Other Rights of Indemnified Party. If the Indemnifying Party fails to assume control
of the defence of any Third Party Claim, the Indemnified Party shall have the
exclusive right to contest, settle or pay the amount claimed and the Indemnifying
Party shall be bound by the results obtained by the Indemnified Party with respect to
such Third Party Claim. Whether or not the Indemnifying Party assumes control of
the negotiation, settlement or defence of any Third Party Claim, the Indemnifying
Party shall not settle any Third Party Claim without the written consent of the
Indemnified Party, which consent shall not be unreasonably withheld or delayed.

Interest on Damages

The amount of any Damages which is subject to indemnification hereunder shall bear interest from
and including the date the Indemnified Party was notified of the claim for Damages at the rate of
8% per annum, simple interest, from and including such date to but excluding the date
reimbursement of such Damages by the Indemnifying Party is made, and the amount of such
interest shall be deemed to be part of such Damages.

40



5.7 Set-off

The Purchaser Indemnified Parties shall be entitled to set off the amount of any Damages subject to
indemnification by the Vendor and Evan Holdco under this Agreement against any amounts
payable by any Purchaser Indemnified Party or an Affiliate or Associate to the Vendor, Evan
Holdco or any Affiliate or Associate, whether under this Agreement or under any other agreement
or arrangement, including in respect of any distributions paid or payable to Evan Holdco pursuant
to the Limited Partnership Agreement. The Vendor and Evan Holdco, on behalf of themselves and
their Affiliates and Associates, hereby irrevocably authorizes and directs the Partnership and 650
Bay GP Inc., the general partner of the Partnership, to make all payments payable to the Vendor,
Evan Holdco or any Affiliate or Associate of such Persons, otherwise payable to such Persons
pursuant to the Limited Partnership Agreement and/or their interests therein, to the Purchaser
Indemnified Parties upon written demand for such payment by the Purchaser to 650 Bay GP Inc.,,
and this shall the 650 Bay Limited Partnership's and 650 Bay GP Inc.'s good and sufficient
authority for so making such payments to the Purchaser Indemnified Parties. The Parties agree and
acknowledge that neither 650 Bay Limited Partnership's or 650 Bay GP Inc. shall be required or
expected to investigate or independently verify the accuracy of any demand and 650 Bay GP Inc.
shall comply with any such demand. A copy of this Agreement may be provided to 650 Bay GP
Inc. to provide the general partner with evidence of the written direction regarding payments
otherwise payable to the Vendor, Evan Heldco or an Affiliate or Associate from 650 Bay Limited

Partnership .
5.8  Pledge Agreement

Evan Holdco agrees to enter into a security and pledge agreement (the "Holdco Pledge
Agreement") granting the Purchaser a security interest and pledge over all of the Partnership
Interest of Evan Holdco in the Partnership (the "Holdco Pledged Securities") fo secure the
obligations the Vendor and Evan Holdco under this Agreement; such agreement in the form

required by the Purchaser.

The Vendor agrees to enter into a security and pledge agreement (the "Vendor Pledge
Agreement") granting the Purchaser a security interest and pledge over all of the securities of the
Company (the "Vendor Pledged Securities") to secure the obligations the Vendor and Evan
Holdco under this Agreement; such agreement in the form required by the Purchaser.

In the event that the Purchaser enforces on the security interests created under the Holdco Pledge
Agreement and/or the Vendor Pledge Agreement, and takes possession of the Holdco Pledged
Securities and/or the Vendor Pledged Securities, in addition to the obligations under this Agreement
so secured, Evan Holdco and the Vendor agree to jointly and severally fully indemnify and hold
harmless the Purchaser and will compensate the Purchaser for all Damages directly or indirectly
arising out of, in connection with our related to, in any manner whatsoever, the costs of
enforcement against the Holdco Pledged Securities and/or the Vendor Pledged Securities.

5.9 | Trustee and Agent
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Each Party acknowledges that the other Party is acting as trustee and agent for the remaining
Purchaser Indemnified Parties or Vendor Indemnified Parties, as the case may be, on whose behalf
and for whose benefit the indemnity in Section 5.1 and Section 5.2, as the case may be, is provided
and that such remaining Indemnified Parties shall have the full right and entitlement to take the
benefit of and enforce such indemnity notwithstanding that they may not individually be parties to
this Agreement. Each Party agrees that the other Party may enforce the indemnity for and on behalf
of such remaining Indemnified Parties and, in such event, the Party from whom indemnification is
sought will not in any proceeding to enforce the indemnity by or on behalf of such remaining
Indemnified Parties assert any defence thereto based on the absence of authority or consideration or
privity of contract and irrevocably waives the benefit of any such defence.

ARTICLE 6
CLOSING

6.1  Closing Arrangements

Subject to the terms and conditions set forth in this Agreement, the transaction contemplated
hereunder shall be completed at Closing Time on the Closing Date.

6.2 Documents of the Vendor and Evan Holdeo

At the Closing, the Vendor and Evan Holdco, as applicable, shail deliver or cause to be delivered to
the Purchaser the following documents:

® the certificate or certificates representing the Purchased Shares;

(i)  a transfer of the Purchased Shares duly executed by the Vendor, in the form
satisfactory to the Purchaser;

(iii)  the minute books, share certificate books and corporate seal of the Company;

(iv)  a certificate the Vendor, Evan Holdco and of a senior officer of the Company dated
the Closing Date certifying that the representations and warranties of the Vendor,
Evan Holdco and the Company, as applicable, contained in this Agreement and each
other agreement executed and delivered pursuant to this Agreement shall be true and
correct in all respects at Closing, with the same force and effect as if such
representations and warranties were made at and as of such time, such certificates in
form and substance satisfactory to the Purchaser, acting reasonably;

(v} a certificate the Vendor, Evan Holdco and of a senior officer of the Company dated
the Closing Date certifying that all of the covenants and conditions of this
Agreement and each other agreement executed and delivered pursuant to this
Agreement to be complied with or performed by the Vendor, Evan Holdco and the
Company at or before Closing shall have been complied with or performed, such
certificates to be in form and substance satisfactory to the Purchaser, acting

reasonably;

(vi)  acertificate of the Secretary or other officer of the Company and Evan Holdco dated
as of the Closing Date, with respect to the Company's and Evan Holdco's constating
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(vii)

(viii)

(2

(x)

(x)

(xii)

(xiii)

{xiv)

(xv})

(xvi)

(xvii)

(xviii)

documents, resolutions and incumbency, in the form satisfactory to the Purchaser,
acting reasonably;

a certificate of good standing in respect of each of the Company and Evan Holdco;

evidence in form satisfactory to the Purchaser, acting reasonably, that all the
Consents and Regulatory Approvals have been obtained, including the consent of
each lender under the 650 Bay Mortgages to the assignment and assumption of each
650 Bay Mortgage to the Purchaser, an estoppel letter from each such lender and an
assignment and assumption agreement respecting each 650 Bay Mortgage in each
case, in absence of which the Purchaser shall refinance the debt pursuant to the

Limited Partnership Agreement;

a fully executed copy of each of the Holdco Pledge Agreement and the Vendor
Pledge Agreement;

the written resignation of each director and officer of the Company designated by the
Purchaser and a release of all claims against the Company by each such director and
officer, in the form satisfactory to the Purchaser, acting reasonably;

a release of all claims by the Vendor against the Company in the form satisfactory to
the Purchaser, acting reasonably;

the Estimated Closing Statement;

a statutory declaration of the Vendor and Evan Holdco certifying that it is not a
"non-resident" within the meaning of the Income Tax Act (Canada);

discharges of all Encumbrances which are not Permitted Encumbrances;

such documents, certificates and other instruments and filings as would customarily
be imposed in a similar transaction that involves a transfer of commercial real estate

similar to the Property in Toronto, Ontario;

a legal opinion of the Vendors’ Counsel, in form and substance satisfactory to the
Purchaser, acting reasonably, such opinion to include, without limitation, an opinion
as to the incorporation and existence of the Company and Evan Holdco, as to
ownership of the Purchased Shares and the share capital of the Company and
enforceability of this Agreement, the Pledge Agreement and security created
thereby, and such other customary opinions as reasonably requested by the Purchaser
or Purchaser's Counsel; and

confirmation of payment of all broker and commissions under the Engagement and a
receipt and acknowledgement of payment and a release in favour of the Purchaser

from all such Persons;

the certificate or certificates representing 1 Class A Unit of the Partnership registered
in the name of Evan Holdco together with a share transfer power executed in blank;
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(xix)

()

(xxi}

{xxii)

the certificate or certificates representing 1,000 common shares of the Company
registered in the name of Evan Holdco, being all of the issued and outstanding
securities of the Company together with a share transfer power executed in blank and
an irrevocable certified resolution of the directors and shareholders approving the
transfer of the Vendor Pledged Securities;

all other conveyances and documents which are required herein and which the
Purchaser has reasonably requested on or before the Closing Date;

an undertaking as to certain matters to be performed by the Vendor, the Company
and/or Evan Holdco prior to Closing; and

all such other assurances, consents, agreements, conveyances, documents and
instruments as may be reasonably required by the Purchaser to give effect to the
proper transfer, assignment and conveyance by the Vendor to the Purchaser of the
Purchased Shares, free and clear of all Encumbrances other than the Permitted
Encumbrances and all other matters conternplated herein, all of which shall be in
form and substance satisfactory to the Purchaser, acting reasonably.

6.3 Documents of the Purchaser

At the Closing, the Purchaser shall deliver or cause to be delivered to the Vendor the following
documents and payments:

(i)

(i)

(i}

(iv)

(v)
(vi)

the certificate or certificates representing the Class A Unit of the Partnership
issuable pursuant to Section 2.3 registered in the name of Evan Holdco;

a certificate of a senior officer of the Purchaser dated the Closing Date certifying that
all of the covenants and conditions of this Agreement and each other agreement
executed and delivered pursuant to this Agreement to be complied with or perforrned
by the Purchaser at or before Closing shall have been complied with or performed,
such certificates to be in form and substance satisfactory to the Vendor, acting
reasonably;

a certificate the Purchaser dated the Closing Date certifying that all of the covenants
and conditions of this Agreement and each other agreement executed and delivered
pursuant to this Agreement to be complied with or performed by the Purchaser at or
before Closing shall have been complied with or performed, such certificates to be in
form and substance satisfactory to the Vendor, acting reasonably;

a certificate of the Secretary or other officer of the Purchaser dated as of the Closing
Date, with respect to the Purchaser's constating documents, resolutions and
incumbency, in the form satisfactory to the Vendor, acting reasonably; and

a certificate of good standing in respect of the Purchaser;
all such other assurances, consents, agreements, documents and instruments as may

be reasonably required by the Vendor to complete the transactions provided for in
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this Agreement, all of which shall be in form and substance satisfactory to the
Vendor, acting reasonably;

ARTICLE 7
GENERAL

7.1 Tender

Any tender of documents or money may be made upon the Party being tendered or upon its
solicitors and money may be tendered by certified cheque from a Schedule 1 Canadian Chartered
Bank or by wire transfer to the Vendor or the Vendor's Solicitors provided that the money will be
released to the Vendor in accordance with this Agreement.

7.2 Remedies Cumulative and Waivers

For greater certainty, it is expressly understood and agreed that the rights and remedies of the
Indemnified Parties hereunder are cumulative and are in addition to and not in substitution for any
rights or remedies provided by Applicable Law and any single or partial exercise by any
Indemnified Party of any right of remedy for a default or breach of any term, covenant, condition or
agreement contained in this Agreement or other agreement or document entered into or delivered in
connection with this Agreement shall not be deemed to be a waiver of or to alter, affect or prejudice
any other right or remedy or other rights or remedies to which the Indemnified Party may be
lawfully entitled for such default or breach. Any waiver by the Purchaser of the strict observance,
performance or compliance with any term, covenant, condition or agreement herein contained or
contained in any agreement or document executed and/or delivered pursuant to this Agreement and
any indulgence granted either expressly or by course of conduct by the Purchaser, shall be effective
only in the specific instance and for the purpose for which it was given and shall be deemed not to
be a waiver of any rights and remedies of the Purchaser under this Agreement, or under any other
agreement or document as a result of any such default or breach hereunder or thereunder.

7.3 Notice

Any notice, demand, approval, consent, information, agreement, offer, request or other
communication (herein referred to as a “Notice”) to be given under or in connection with this
Agreement shall be in writing and shall be given by personal delivery during regular business hours
on any Business Day or by telecopier, facsimile transmission or other electronic communication
which results in confirmation of notice being given, addressed or sent as set out below or to such
other address or electronic number as may from time to time be the subject of a Notice:

(a) to the Vendor:

Keyser Mason Ball, LLP
1600 — 4 Robert Speck Blvd.
Mississauga, ON L4Z 151
Attn: Evan Karras

Facsimile: (905) 276-2298
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(i) with a copy to the Vendor® Solicitors, at the address and to the person set out
in the definitions to this Agreement.

(b to the Purchaser:

Lalu Canada Inc.

50 Minthorn Blvd., Suite 102
Markham, Ontario L3T 7X8
Attention: Gerald Lee

Facsimile:

Email: gerard.lee@lalucanada.com

(i) with a copy to the Purchaser’s Solicitors, at the address and to the person set
out in the definitions to this Agreement.

Any Notice, if personally delivered, shall be deemed to have been validly and effectively given and
received on the date of such delivery and if sent by telecopier, facsimile transmission or other
electronic communication with confirmation of transmission prior to 5:00 p.m., shall be deemed to
have been validly and effectively given and received on the Business Day it was sent unless the
confirmation of transmission was after 5:00 p.m. in which case it shall be deemed to have been
received on the next following Business Day.

7.4  Severability

If any provision of this Agreement or portion thereof or the application thereof to any Person or
circumstance shall to any extent be illegal, invalid or unenforceable the remainder of this
Agreement or the application of such provision or portion thereof to any other Person or
circumstance shall not be affected thereby and the illegal, invalid or unenforceable provision shall
be read interpreted in a manner so as to implement the intentions set forth in this Agreement to the
maximum extent permitted by Applicable Law. Each provision of this Agreement shall be legal,
valid and enforceable to the fullest extent permitted by Applicable Law.

7.5 Survival

The provisions of this Agreement, including the indemnities provided for herein, and of any other
agreement, certificate or instrument delivered pursuant to this Agreement shall not merge on
Closing but shall survive the execution, delivery and performance of this Agreement, the Closing
and the execution and delivery of any transfer documents or other documents of title and all other
agreements, certificates and instruments delivered pursuant to this Agreement and the payment of
the consideration for the Property.

7.6 Further Assurances

The Parties shall do all such things and provide all such reasonable assurances as may be required
to consummate the transactions contemplated by this Agreement, and each Party shall provide such
further documents, elections or instruments required by any other Party as may be reasonably
necessary or desirable to effect the purpose of this Agreement and carry out its provisions. For

46

1



greater certainty and with respect to the obligations in Sections 3.1(B)(bb) and 4.7 of KarrasCo to
obtain consents relating to the 650 Bay Debt and/or effect a refinancing of the same, the Purchaser
shall, acting commercially reasonably, do all such things and provide all such things, including but
not limited to security, agreements, guarantees and other, that are customary to a commercial
arrangement of that nature and that are within its power and control.

7.7  Successors and Assigns

This Agreement shall enure to the benefit of and shall be binding upon the Parties and their
respective successors and permitted assigns and shall enure to the benefit of and be enforceable by

such successors and permitted assigns.
7.8  Obligations as Covenants

Each agreement and obligation of any of the Parties hereto in this Agreement, even though not
expressed as a covenant, is considered for all purposes to be a covenant.

7.9 Amendment of Agreement

No supplement, modification, or amendment of this Agreement shall be binding unless executed in
writing by the Parties in the same manner as the execution of this Agreement.

710 No Transfer or Assignment

Neither the Vendor or Evan Holdco shall assign, transfer, pledge, convey, hypothecate, create or
allow to be created an Encumbrance upon or other interest in the Purchased Shares or the Property
which in any way is superior to or that jeopardizes in any manner or respect the Purchaser's rights
or interests directly or indirectly to be conveyed under this Agreement. The Purchaser may assign
this Agreement and the benefit of any covenants or obligations contained in this Agreement upon
written notice the Vendor and the Purchaser shall thereafter be released from all of its liabilities and
obligations hereunder upon acceptance of such assignment and acceptance of the Purchaser's
liabilities and obligations by the assignee.

7.11 Entire Agreement

This Agreement and any agreements, instruments and other documents herein contemplated to be
entered into between, by or including the Parties hereto constitute the entire agreement between the
Parties hereto pertaining to the fransaction provided for herein and supersede all prior agreements,
understandings, negotiations and discussions, whether oral or written, with respect thereto, and
there are no other warranties or representations and no other agreements between the Parties hereto
in connection with the transaction provided for herein except as specifically set forth in this

Agreement.

7.12 Expenses

Except as otherwise provided in this Agreement, each Party shall pay all costs and expenses
(including the fees and disbursements of legal counsel and other advisers and brokers) it incurs in
connection with the negotiation, preparation and execution of this Agreement and the transactions
contemplated by this Agreement. In particular, the Vendor shall be responsible for any fees and
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expenses of any broker or investment advisor retained in connection with the sale of the Purchased
Shares, other than pursuant to the Engagement, and such fees and expenses shall not constitute an

obligation of the Company or the Purchaser.
7.13 Time of Essence
Time shall be of the essence of this Agreement in all respects.

7.14 Execution by Electronic Transmission

This Agreement may be executed in counterparts, each of which shall be deemed to be an original
and both of which taken together shall be deemed to constitute one and the same instrument. To
evidence its execution of an original counterpart of this Agreement, a Party may send a copy of its
original signature on the execution page hereof to the other Party by facsimile or other means of
electronic transmission and such transmission shall constitute delivery of an executed copy of this

Agreement to the receiving Party.

7.15 Counterparts

This Agreement may be signed in one or more counterparts, each of which so signed shall be
deemed to be an original, and such counterparts together shall constitute one and the same
instrument. Notwithstanding the date of execution or transmission of any counterpart, each
counterpart shall be deemed to have the effective date first written above.

[Remainder of page intentionally left blank. Signature page follows.]
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IN WITNESS WHEREOQF, the parties have duly signed this Agreement,

650 BAY LIMITED PARTNERSHIP, by its
general partner, 650 Bay GP Inc.

Neme:
Title:

[/We have authority to bind the Company.

2220277 ONTARIO INC,

e

I/'We have authority to bind the Company.

Per:

SIGNED, SEALED & DELIVERED

In the presence of: 0 /

itnese Ko W a4

9329293 CANADA INC,

[/We have authority to bind the Company.

Transfer Agreement — 650 Bay Street / 55 Elm Street



Execution Copy f]l 3

SCHEDULE “A”
PROPERTY

Municipal! Address
650 Bay Street, Toronto, ON

Legal Description

PT LT 2 PL 60 TORONTO AS IN CA720524; CITY OF TORONTO [PIN:21199-0067 (LT)].

Transfer Agreement — 650 Bay Street / 55 Elm Street



SCHEDULE 1.1(a)
650 BAY MORTGAGES

. Zaherali Visram- AT2228545 (transfer of Charge AT3894600 and Notice AT 3894601)
in the principal amount of $2,600,000.00.

. Zaherali Visram — AT2960459 in the principal amourit of $3,000,000.00.
. 932005 Ontario Inc. — AT3195583 in the principal amount of $625,000.00.

. Harbour First Mortgage Fund GP Inc. — AT3195583 in the principal amount of
$100,000.00.

. Goldcard Inc. — AT3292231 in the principal amount of $100,000.00.
. CVC Ardellini Investments Inc. — AT3413716 in the principal amount of $2,500,000.00.
. Accomplish Capital Inc. — AT4005932 in the principal amount of $525,000.00

. 9480536 Canada Inc. — AT4065515 in the principal amount of $600,000.00.



SCHEDULE 1.1(b)
PERMITTED ENCUMBRANCES

GENERAL

9.
10.

Encumbrances for taxes, assessments, public utilities or governmental charges or levies not at the time due or delinquent
or the validity of which is being contested at the time by the Vendor in good faith in proceedings before a court or
governmental body; and undetermined or inchoate privileges or liens and charges incidental to current operations which
have not at such time been filed pursuant to law against the Vendor and which refate to obligations not due or
delinquent, provided that all such taxes, assessments, liens and charges shall be fully paid or adjusted at or before

Closing.

Servitudes, easements, rights-of-way, or other similar rights in land for sewers, electric tines, telegraphs and telephone
lines and other utitities and services which do not, in the opinion of the Purchaser, acting reasonably, in the aggregate

materially detract from the value of the Property or materially impair the existing uses of the Property, provided in each

case that the same have been complied with in all respects.

Minor encroachments onto or from neighbouring lands which are permitted under agreements with the owners of such
lands.

The reservations, limitations, provisos and conditions, if any, expressed in any original grant from the Crown, provided
such are complied with in all respects.

Minor imperfections in title and encroachments that do not materially interfere with the Purchaser’s intended use of the
Praperty and do not render title unmarketabie.

Registered subdivision, site-plarn, development or other municipal agreements provided such are complied with and do
not materially detract from the value of the Property or materially impaie the existing uses of the Property; provided that
the Vendor, if requested by the Purchaser in writing, will obtain and register, on or before Closing, such releases, partial
releases and certificates of compliance as may be obtainable at reasonable cost (not exceeding $1,000) from municipal

or other governmental authorities.

The provisions of applicable laws, including by-laws, regulations, ordinances and similar instruments relating to
development and zoning, provided such in each case have been complied with in all material respects.

Encumbrances of labourers, workmen, builders, contractors, suppliers of material or architects or other similar
encumbrances incidental to construction, maintenance or operations which have not at the time been registered or filed
pursuant to law against the Property or which, although registered or filed, relate to obligations that are not at the time
due or delinquent; and provided that alf such encumbrances are fully paid and discharged prior to Closing.

Encumbrances created or permitted by the Purchaser.

The agreements described in s. 3.1 {d) of this Agreement, if any

SPECIFIC

PIN:

Instrument No. Document Description

63BA1267 Plan Boundaries Act

CA65043 Encroachment Agreement

650 Bay Mortgages having an aggregate outstanding principal and interest of approximately $ 8 million.
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SCHEDULE 3.1(A)(c)
RIGHTS OF OTHERS IN THE PROPERTY/LEASES

See Attached Lease Agreement. No other agreements or interests.
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SCHEDULE 3.1(A)(d)

OUTSTANDING OR INCOMPLETE WORK ORDERS, DEFICIENCY NOTICES OR

OTHER CURRENT NON-COMPLIANCE WITH APPLICABLE LAWS AFFECTING
THE PROPERTY

Encroachment Agreement - attached.

OUTSTANDING WORK PERMIT - FILE NO. 27116 [Copies of each of the following are
attached.]

L. Permit No. 12 273109 BLD 00 BA — building permit related,
2. Permit No. 11 188652 PLB 00 PS — building permit related.
3. Permit No. 11 188652 HVA (00 MS - building permit related.
4, Permit No. 11 245945 BLD 00 BA — interior alterations.

5. Permit No. 11 188652 BLD 00 BA — interior alterations.

6. Permit No. 11 245945 HVA 00 MS — building permit related.
7. Permit No. 12 121620 SGN 00 SP - sign.

8. Permit No. 12 121620 DST 00 DS - sign building permit related.
9. Permit No. 11 188652 BLD 01 BA — interior alterations.

10.  Application No. 13 26659 00 00 AO — interior alterations.

11.  Order to Comply File No. 15213901 OTC 00VI.

12.  Order to Comply File No. 15 213816 OTC 00 VI,



SCHEDULE 3.1(A)(n)
PROPERTY SURVEY

Attached.
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SCHEDULE 3.1(B)(a)
CAPITALIZATION AND DETAILS RESPECTING THE COMPANY

Evan Karras is the sole director, officer and shareholder of 1,000 Common Shares in the capital
of 2220277 Ontario Limited.



SCHEDULE 3.1(B)(g)
FINANCIAL STATEMENTS OF THE COMPANY

2015 and 2014 Financial Statements Attached. Interim Statements March 30 2016 are also
attached.

Interim Financial Statements to June 30, 2016 and to the closing date to be provided and
added as of the Clesing Date.
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SCHEDULE 3.1(B)(i)
ASSETS OF THE COMPANY

A/C and HVAC Units for the building.
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SCHEDULE 3.1(B)(k)
PERSONAL PROPERTY

See Schedule 3.1 (B)(1)

10
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SCHEDULE 3.1(B)(])
CONTRACTS

See Schedule 3.1(A)(c). No additional Contracts exist.
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SCHEDULE 3.1(B)(o)
LICENSES AND REGULATORY APPROVALS

Nil.
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SCHEDULE 3.1(B)(q)
BANK ACCOUNTS

TD Bank Transit Number 031 Account Number 5216601

Branch 472 Eglinton West Toronto.

13
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SCHEDULE 3.1 (B) (t)
LITIGATION AND COURT PROCEEDINGS

. CV12004432110000. YEHUDAIFF v. KARRAS et al .
a. This matter has settled.

. CV13004780170000. ALPA STAIRS AND RAILING INC. v. HUSH HOMES INC. et

al.
a. No activity has occurred on this file since December, 2014. The Lien has been

removed and all parties paid. This should be dismissed.

. CV1300483227000. SLICE GOURMET INC. v. 2220277 ONTARIO INC.

a. An action was brought by Sliced Gourmet Inc. against 2220277 Ontario Inc. for
damages arising out of a lease agreement. There has been no activity on this file
since April, 2015,

. CV14005124590000. CVC ARDELLINI INVESTMENTS INC. v. 2142301 ONTARIO

INC. et al - DETAILS REQUIRED

. CV14005125510000. VISRAM v. 2220277 ONTARIO INC. etal.

a. An action was brought by Zaherali Visram against 2220277 Ontario Inc. for a
covenant to pay the balance on a charge/mortgage. When the mortgagee’s second
mortgage came due he started an action. The parties agreed to extend the terms of
the mortgage. This should be dismissed. An Agreement was signed and the

mortgage was extended.

. CV1600545416000. MARATHON CLEANING CORP. v. 2220277 ONTARIO INC.

a. An action was brought by Marathon Cleaning Corp. in relation to a breach of
contract for damages in the amount of $50,613.73. Parties have exchanged
documents and examination for discoveries are being scheduled.

14

Blo



SCHEDULE 3.1(B)(x)
INSURANCE

1. Intact Insurance Company - Policy No. 501351778 as attached.
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SCHEDULE 3.1(B)(aa)
ABSENCE OF CHANGES

None,
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SCHEDULE 3.1(B)(bb)
DEBT

SEE SCHEDULE 1.1(a)
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1.

SCHEDULE 4.4
COMMISSIONS AND BROKERGE FEES

Alex Evaniuk and Antonio Piazza (the "Brokers") are, for brokerage services rendered
in relation to various agreements to effect various transactions, due a fee of Six
Hundred Thousand Deoliars ($600,000.00) plus HST paid out equally to each of,
Seventy Five Thousand Dollars ($75,000.00) plus HST relating to such fee is to be
paid to each of Alex Evaniuk and Antonio Piazza onthe __ July, 2016.

The balance of the fee described in section 1 above, will be paid by way of Twenty
Five Thousand Dollar ($25,000.00) instalments made payable to each of the brokers
on the occasion of a executed agreement of purchase an sale for the newly developed

homes of 63 ~ 69 Elm Street between the undersigned and a prospective purchaser,
These instalments will be paid on each occasion of same until the balance is

completely paid off.

In any event, the undersigned agrees to completely pay off any outstanding debt to
each of the brokers on the date where the undersigned achieves application approval
in relation to 650 Bay Street, and 57-61 Elm Street.
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EXHIBIT "A"

LIMITED PARTNERSHIP AGREEMENT

See attached.
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