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Court File No. CV-16-11573-00CL
ONTARIO

SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

JCF CAPITAL ULC
Applicant
and
TALON INTERNATIONAL INC., MIDLAND DEVELOPMENT INC.,
1456253 ONTARIO INC., 2025401 ONTARIO LIMITED, BARREL
TOWER HOLDINGS INC., HARVESTER DEVELOPMENTS INC.,
TALON INTERNATIONAL DEVELOPMENT INC., TFB INC.,

2263847 ONTARIO LIMITED AND 2270039 ONTARIO LIMITED
Respondents

APPLICATION UNDER SECTION 101 OF THE COURTS OF
JUSTICE ACT, R.S.0. 1990, C. C.43, AS AMENDED, AND

SECTION 243 OF THE BANKRUPTCY AND INSOLVENCY ACT,
R.S.C. 1985, C. B-3 AS AMENDED

NOTICE OF MOTION
(returnable March 16, 2017)

FTI Consulting Canada Inc., solely in its capacity as the Court-appointed
receiver (the “Receiver”) pursuant to section 243(1) of the Bankruptcy and
Insolvency Act (Canada) (the “BIA”) and section 101 of the Courts of Justice Act
(the “CJA”) of certain of the undertakings, properties and assets and legal and
beneficial ownership interests of Talon International Inc. (“Talon”), Midland
Development Inc., 1456253 Ontario Inc., 2025401 Ontario Limited, Barrel Tower
Holdings Inc., Harvester Developments Inc., TFB Inc., 2263847 Ontario Limited,
Talon International Development Inc., and 2270039 Ontario Limited (collectively,

the “Debtors”) comprising, acquired for, or used in relation to the condominium
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residence and hotel branded as the Trump International Hotel & Tower and Trump

Residences located at 311 and 325 Bay Street, Toronto, Ontario and any interest

held by Harvester Developments Inc. (“Harvester”) to which the Crown may have

rights, will make a Motion to a Judge presiding over the Commercial List on

Thursday, March 16, 2017 at 10:00 a.m., or as soon after that time as the Motion

can be heard at the court house, 330 University Avenue, 8th Floor, Toronto,

Ontario, M5G 1R7.

PROPOSED METHOD OF HEARING: The Motion is to be heard orally.

THE MOTION IS FOR:

(@)  Anorder substantially in the form attached hereto as Schedule “A”

(the “Service Order”), inter alia:

(i)

(ii)

if necessary, abridging the time for service and validating the
service of this Notice of Motion and Motion Record, such that

this motion is properly returnable on this date

permitting service of additional materials to be filed in these
proceedings, including without limitation, the motion by the
Receiver for, inter alia, the Vesting Orders (as defined below)
to be served by serving a letter outlining the nature of the
document being served, directions to where such document
can be downloaded in an electronic format and contact
information as to where a request for a hard copy of such

document can be made, provided such letter be served in any



(b)

(iii)
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manner permitted by the Rules of Civil Procedure, the
Receivership Order (as defined below), the Representative
Counsel Order (as defined in the Third Report) or as

otherwise may be agreed by the intended recipient;

dispensing with service of additional materials to be filed in
these proceedings, including without limitation, the motion by
the Receiver for, inter alia, the Vesting Orders on the Unfound
Unit Purchasers (as defined in the Receiver’'s Third Report

dated March 8, 2017 (the “Third Report”);

An order substantially in the form attached hereto as Schedule “B”

(the “Waterous Vesting Order”), inter alia:

(i)

(ii)

if necessary, abridging the time for service and validating the
service of this Notice of Motion and Motion Record, such that

this motion is properly returnable on this date;

approving the sale transaction (the “Transaction”)
contemplated by an agreement of purchase and sale (the
“Sale Agreement”) between Talon as vendor and Janet
Katherine Waterous as purchaser (the “Purchaser”) dated as
of February 19, 2016 and appended to the Third Report and
vesting in the Purchaser all right, title and interests of the
Debtors, and any right title and interest of Harvester to which

the Crown may have rights, in and to the Unit as defined in the



(€)

(iii)

(iv)

-4-

Sale Agreement (the “Unit”) and any personal property
located thereon to the extent to be transferred in accordance
with the Sale Agreement (collectively, the “Purchased

Assets”),

directing Talon to take such additional steps and execute
such additional documents as may be reasonably necessary
or desirable for the completion of the Transaction and for the
conveyance of the Purchased Assets to the Purchaser,
including without limitation, assisting with the completion of

the statement of adjustments;

directing the Purchaser to pay the Net Proceeds (as defined
below) on closing of the Transaction to the Receiver, on

behalf of Talon; and

authorizing the Receiver to hold the Net Proceeds on behalf
of Talon and to hold same subject to a further order of the

Court; and

granting such further and other relief as this Honourable Court may

deem just.
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THE GROUNDS FOR THE MOTION ARE:

Background

1. Pursuant to the Order of the Honourable Mr. Justice Hainey (the “Initial
Receivership Order”) of the Ontario Superior Court of Justice (Commercial List)
(the “Court”) granted November 1, 2016, the Receiver was appointed as receiver

of certain assets, undertakings, and properties of the Debtors.

2. Pursuant to an Order of the Honourable Mr. Justice Hainey granted
December 20, 2016, the Initial Receivership Order was amended and restated to,
inter alia, add certain assets to the definition of Property and require that the
consent of the Receiver be obtained prior to incurring certain obligations, making
certain payments or amending, varying or terminating certain contracts (the Initial

Receivership Order as amended and restated being the “Receivership Order”).

3. Pursuant to Order of the Honourable Mr. Justice Hainey granted on January
4, 2017 (the “Sale Procedure Order”), the Sale Procedure (as defined therein)
was approved by the Court and the Receiver was authorized to carry out such Sale
Procedure. The Receiver was also authorized, nunc pro tunc, to execute the
Stalking Horse Agreement (as defined in the Sale Procedure Order), provided that
the approval of any sale of the Purchased Assets (as defined in the Stalking Horse
Agreement) be subject to a subsequent motion to be held in accordance with the

Sale Procedure.
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4, Pursuant to the Sale Procedure, following the Phase | Bid deadline, no
other qualified bids were received and the Receiver determined that the Stalking
Horse Agreement was the Successful Bid (as defined in the Sale Procedure). As
such, in accordance with the Sale Procedure, the Sale Hearing (as defined in the
Sale Procedure) has been scheduled to be heard on March 30, 2017 at which time
the Receiver will seek, among other things, the Vesting Orders (as defined in the

Stalking Horse Agreement).

Service Request

5. The Vesting Orders contemplated by the Stalking Horse Agreement,
require that the purchased assets vest in the purchaser free and clear of all claims,
including, without limitation all Excluded Contracts (as defined in the Stalking
Horse Agreement). Excluded Contracts include Unit Purchase and Sale
Agreements where title to the applicable unit still remains in the name of Talon as

at the Closing Date.

6. The Receiver served the motion for the Sale Procedure Order on the last
known addresses of all counterparties to the known applicable Unit Purchase and
Sale Agreements. As described in the Third Report, six parties have not been
located such that service cannot be effective, including one corporate party that
has been struck from the corporate register. The Receiver is seeking an order

dispensing with further services on these Unfound Unit Purchasers.
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7. Given the substantial service list, including a large number of parties for
whom service would have to be effected by mail or courier, for cost efficiency and
to minimize printing requirements, the Receiver is proposing that service of any
motion record and other documents be effected by serving a letter in any manner
permitted by the Rules of Civil Procedure, the Receivership Order, the
Representative Counsel Order or as otherwise may be agreed by the recipient.
Such letter would outline the nature of the document being served, directions to
where such document can be downloaded in an electronic format and contact

information as to where a request for a hard copy of such document can be made.

Waterous Vesting Order Request

8. As described in the Third Report, although the Sale Agreement was dated
February 19, 2016, the sale did not close at that time. The Purchaser, however,

has been in interim occupancy of the Unit since March 1, 2016.

9. Pursuant to the Sale Agreement, closing is to take place within 2 years after
execution upon not less than thirty days’ notice to the purchaser by the vendor (the

“Closing Notice”).

10. Atthe January 4, 2017, hearing to approve the Sale Procedure, counsel for
Waterous appeared and on consent of Waterous and the Stalking Horse
Purchaser, an endorsement was made by Justice Hainey that the Stalking Horse

Agreement be amended to include an assignment of the Waterous Agreement.
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11. The Receiver has had a number of discussions with the Secured Lender
and Waterous regarding how the Sale Agreement should be handled in the context
of the Stalking Horse Agreement. Rather than the Sale Agreement being assumed
under the Stalking Horse Agreement, it was determined that the preference was
for the Sale Agreement to be completed prior to the completion of the Stalking

Horse Agreement.

12.  Accordingly, the Receiver issued the Closing Notice, subject to Court
approval of the Sale Agreement, on February 22, 2017, with closing scheduled to

occur on March 29, 2017.

13. If the Sale Agreement is approved and the transaction closes, the
requested Order provides that the proceeds of sale will be held by the Receiver
subject to further Court order. If the Stalking Horse Agreement is approved and
closes, the proceeds from the sale of the Unit will form part of the assets being sold

under the Stalking Horse Agreement.

14. The Sale Agreement is the highest and best transaction currently available
in respect of the Unit. The marketing of the Unit and the consideration to be
received under the Sale Agreement both appear to be fair and reasonable in the
circumstances. There is no evidence to suggest that viable alternatives exist that
would deliver a better recovery from the Unit. In any event, any such higher

recovery would only accrue to the benefit of the Senior Lender.
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15.  Accordingly, the Receiver respectfully requests that the Court approve the
Sale Agreement and authorize the Receiver to complete the transaction

contemplated therein.

16. Asthe Receiver has not been in possession or control of the Property of the
Debtors, the Receiver is of the view that it will require the assistance of Talon to
complete the transaction contemplated by the Sale Agreement. Specifically, the
Receiver anticipates it will require Talon to assist in completing the statement of
adjustments and in completing certain closing documentation. As such, the
Receiver has requested a provision in the approval and vesting Order, specifically
directing such cooperation. The Receiver understands that Talon does not

oppose such provision.

General

17. Rules 2.03, 3.02 and 37 of the Ontario Rules of Civil Procedure, R.R.O.

1990, Reg. 194, as amended.

18.  The provisions of the BIA and the CJA; and

19.  Such further and other grounds as the lawyers may advise.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of

the Motion:

(@) The Third Report; and
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(b)  Such further evidence as the lawyers may advise and the

Honourable Court may permit.

March 9, 2017 CASSELS BROCK & BLACKWELL LLP
2100 Scotia Plaza
40 King Street West
Toronto, ON M5H 3C2

R. Shayne Kukulowicz LSUC#: 30729S
Tel: 416.860.6463

Fax: 416.640.3176
skukulowicz@casselsbrock.com

Jane O. Dietrich LSUC #: 49302U
Tel: 416.860.5223

Fax: 416.640.3144
jdietrich@casselsbrock.com

Lawyers for Receiver
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Court File No. CV-16-11573-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE MR. ) THURSDAY, THE 16th
)

JUSTICE HAINEY ) DAY OF MARCH, 2017

BETWEEN:

JCF CAPITAL ULC
Applicants
-and -

TALON INTERNATIONAL INC., MIDLAND DEVELOPMENT INC., 1456253
ONTARIO INC., 2025401 ONTARIO LIMITED, BARREL TOWER HOLDINGS
INC., HARVESTER DEVELOPMENTS INC., TALON INTERNATIONAL
DEVELOPMENT INC., TFB INC., 2263847 ONTARIO LIMITED AND 2270039
ONTARIO LIMITED

Respondents

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

SUBSTITUTED SERVICE ORDER
& ORDER DISPENSING WITH SERVICE
THIS MOTION, made by FTI Consulting Canada Ltd. in its capacity as the
Court-appointed receiver (the “Receiver”) of the undertaking, property and
assets of Talon International Inc. (“Talon”), Midland Development Inc., 1456253
Ontario Inc., 2025401 Ontario Limited, Barrel Tower Holdings Inc., Harvester
Developments Inc., TFB Inc., 2263847 Ontario Limited, Talon International

23092073.2
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Development Inc., and 2270039 Ontario Limited (collectively the “Debtors”) for
an order for substituted service and an order dispensing with service on certain
specified entities in respect of motion materials in respect of a motion to be
brought by the Receiver on or about March 30, 2017 seeking, inter alia, the
approval of the sale of certain of the Debtors’ property to JCF Capital LLC (the
“Vesting Order Motion”).

ON READING the Third Report of the Receiver dated March 8, 2017,
including the Affidavit of Nancy Thompson, sworn March 8, 2017 (the
“Thompson Affidavit”) and on hearing the submissions of counsel for the
Receiver, counsel for the Applicant, counsel for JCF Capital LLC, no one
appearing for any other person on the service list, although properly served as
appears from the affidavit of [NAME] sworn [DATE] filed:

1. THIS COURT ORDERS AND DECLARES that the time for service of the
Notice of Motion and the Motion Record is hereby abridged and validated so that
this motion is properly returnable today and hereby dispenses with further service
thereof.

2. THIS COURT ORDERS AND DECLARES that service by any person of
any notice of motion, motion record, report, pleading, factum, draft order,
document or other material in these proceedings (collectively, “Served
Materials”), related to the Vesting Order Motion or otherwise, may be effected by

serving on any person a letter:

(1) summarizing the relief being requested or position being taken by the

sending party,

(i) referring to a website where full copies of the Served Materials may

be accessed, and

(i) providing an email address and telephone number where the sending
party may be contacted to request a hard copy of the Served
Materials,

23092073.2
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in any manner permitted by the Rules of Civil Procedure, the Order of Mr. Justice
Hainey dated November 1, 2016 (as amended by the Order of Mr. Justice Hainey
dated December 20, 2016) (the “Receivership Order”), the Order of Mr. Justice
Hainey dated November 9, 2016 (the “Representative Counsel Order”) or as

may otherwise be agreed in advance by the sending party and any receiving

party.

3. THIS COURT ORDERS that any service made pursuant to Paragraph 2
hereof shall be effective on the date that such service is effective pursuant to the
terms of the Rules of Civil Procedure, Receivership Order or Representative
Counsel Order, as applicable, and where not so provided for therein, the next

business day following sending of such.

4. THIS COURT ORDERS AND DECLARES that service of Served
Materials on Johnson Adekunle Adeyeba, Jonathan Logan, Elizabeth Naomi
Logan, Sharon Lee, Place of Refuge Holdings Inc., and Bumjun Kim is hereby

dispensed with.

5. 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 or desirable to give effect to this Order or to assist the

Receiver and its agents in carrying out the terms of this Order.

23092073.2
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Court File No. CV-16-11573-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

THE HONOURABLE MR. ) THURSDAY, THE 16th
)

JUSTICE HAINEY ) DAY OF MARCH, 2017

BETWEEN:

JCF CAPITAL ULC
Applicants
-and -

TALON INTERNATIONAL INC., MIDLAND DEVELOPMENT INC., 1456253
ONTARIO INC., 2025401 ONTARIO LIMITED, BARREL TOWER HOLDINGS
INC., HARVESTER DEVELOPMENTS INC., TALON INTERNATIONAL
DEVELOPMENT INC., TFB INC., 2263847 ONTARIO LIMITED AND 2270039
ONTARIO LIMITED

Respondents

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

APPROVAL AND VESTING ORDER
(Waterous)

THIS MOTION, made by FTI Consulting Canada Ltd. in its capacity as the
Court-appointed receiver (the “Receiver”) of the undertaking, property and
assets of Talon International Inc. (“Talon”), Midland Development Inc., 1456253

Ontario Inc., 2025401 Ontario Limited, Barrel Tower Holdings Inc., Harvester



-2-

Developments Inc., TFB Inc., 2263847 Ontario Limited Talon International
Development Inc., and 2270039 Ontario Limited (collectively the “Debtors”) for
an order (i) approving the sale transaction (the “Transaction”) contemplated by
an agreement of purchase and sale (the “Waterous Agreement”) between Talon
as vendor and Janet Katherine Waterous as purchaser (the “Purchaser”) dated
as of February 19, 2016 and appended to the third report of the Receiver dated
March 8, 2017 (the “Third Report”) and vesting in the Purchaser all right, title
and interests of the Debtors, and any right title and interest of Harvester to which
the Crown may have rights, in and to the Unit as defined in the Waterous
Agreement (the “Unit”) and any personal property located thereon to the extent
to be transferred in accordance with the Waterous Agreement (collectively, the
“Purchased Assets”), (ii) directing Talon to take such additional steps and
execute such additional documents as may be reasonably necessary or
desirable for the completion of the Transaction and for the conveyance of the
Purchased Assets to the Purchaser, including without limitation, assisting with
the completion of the statement of adjustments; (iii) directing the Purchaser to
pay the Net Proceeds (as defined below) on closing of the Transaction to the
Receiver, on behalf of Talon; and (iv) authorizing the Receiver to hold the Net
Proceeds on behalf of Talon and to hold same subject to a further order of the

Court; was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Third Report and on hearing the submissions of
counsel for the Receiver, counsel for the Applicant, counsel for the Purchaser, no
one appearing for any other person on the service list, although properly served
as appears from the affidavit of [NAME] sworn [DATE] filed:

1. THIS COURT ORDERS AND DECLARES that the Transaction is hereby
approved and the Receiver is hereby authorized to execute such minor
amendments to the Waterous Agreement as may be agreed between the
Receiver and the Purchaser. The Receiver is hereby authorized and directed to

take such additional steps and execute such additional documents as may be
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necessary or desirable for the completion of the Transaction and for the

conveyance of the Purchased Assets to the Purchaser.

2. THIS COURT ORDERS that Talon is hereby authorized and directed, as
requested by the Receiver, to take such additional steps and execute such
additional documents as may be reasonably necessary or desirable for the
completion of the Transaction and for the conveyance of the Purchased Assets
to the Purchaser, including without limitation, assisting with the completion of the
statement of adjustments.

3. THIS COURT ORDERS AND DECLARES that upon the delivery of a
Receiver’s certificate to the Purchaser substantially in the form attached as
Schedule A hereto (the “Receiver’s Certificate”), all right, title and interests of
the Debtors, and any right title and interests of Harvester to which the Crown
may have rights, in and to the Purchased Assets including the real property listed
on Schedule B hereto (the “Real Property”) shall vest absolutely in the
Purchaser, free and clear of and from any and all security interests (whether
contractual, statutory, or otherwise), hypothecs, mortgages, trusts or deemed
trusts (whether contractual, statutory, or otherwise), liens, executions, levies,
charges, or other financial or monetary claims, whether or not they have attached
or been perfected, registered or filed and whether secured, unsecured or
otherwise (collectively, the “Claims”) including, without limiting the generality of
the foregoing: (i) any encumbrances or charges created by the Order Appointing
Receiver made by Justice Hainey dated November 1, 2016 as amended by the
Order of Justice Hainey dated December 20, 2016 in these proceedings; (ii) all
charges, security interests or claims evidenced by registrations pursuant to the
Personal Property Security Act (Ontario) or any other personal property registry
system; and (iii) those Claims listed on Schedule C hereto (all of which are
collectively referred to as the “Encumbrances”, which term shall not include the
permitted encumbrances, easements and restrictive covenants listed on

Schedule D) and, for greater certainty, this Court orders that all of the
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Encumbrances affecting or relating to the Purchased Assets are hereby

expunged and discharged as against the Purchased Assets.

4. THIS COURT ORDERS that upon the registration in the Land Registry
Office for the Land Titles Division of Toronto of an Application for Vesting Order
in the form prescribed by the Land Titles Act and/or the Land Registration
Reform Act, the Land Registrar is hereby directed to enter the Purchaser as the
owner of the subject Real Property in fee simple, and is hereby directed to delete
and expunge from title to the Real Property all of the Claims listed in Schedule C

hereto.

5. THIS COURT ORDERS that, for the purposes of determining the nature
and priority of Claims, the net proceeds from the sale of the Purchased Assets
(the “Net Proceeds”) shall stand in the place and stead of the Purchased Assets,
and that from and after the delivery of the Receiver’s Certificate all Claims and
Encumbrances shall attach to the Net Proceeds with the same priority as they
had with respect to the Purchased Assets immediately prior to the sale, as if the
Purchased Assets had not been sold and remained in the possession or control

of the person having that possession or control immediately prior to the sale.

6. THIS COURT ORDERS that the Purchaser is hereby authorized and
directed on closing of the Transaction to pay the Net Proceeds to the Receiver
on behalf of Talon or as further directed in writing by the Receiver.

7. THIS COURT ORDERS that the Receiver is hereby authorized to hold the
Net Proceeds on behalf of Talon and to hold same subject to a further order of
this Court.

8. THIS COURT ORDERS AND DIRECTS the Receiver to file with the Court

a copy of the Receiver’s Certificate, forthwith after delivery thereof.
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9. THIS COURT ORDERS that, notwithstanding:

(@) the pendency of these proceedings;

(b) any applications for a bankruptcy order now or hereafter issued
pursuant to the Bankruptcy and Insolvency Act (Canada) in respect
of any of the Debtors and any bankruptcy order issued pursuant to

any such applications; and

(©) any assignment in bankruptcy made in respect of any of the

Debtors;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall
be binding on any trustee in bankruptcy that may be appointed in respect of any
of the Debtors and shall not be void or voidable by creditors of any of the
Debtors, nor shall it constitute nor be deemed to be a fraudulent preference,
assignment, fraudulent conveyance, transfer at undervalue, or other reviewable
transaction under the Bankruptcy and Insolvency Act (Canada) or any other
applicable federal or provincial legislation, nor shall it constitute oppressive or
unfairly prejudicial conduct pursuant to any applicable federal or provincial

legislation.

10. THIS COURT ORDERS AND DECLARES that the Transaction is exempt
from the application of the Bulk Sales Act (Ontario).

11. 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
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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.




Schedule A — Form of Receiver’s Certificate

Court File No. CV-16-11573-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:

JCF CAPITAL ULC

Applicants
-and -

TALON INTERNATIONAL INC., MIDLAND DEVELOPMENT INC., 1456253 ONTARIO
INC., 2025401 ONTARIO LIMITED, BARREL TOWER HOLDINGS INC., HARVESTER
DEVELOPMENTS INC., TALON INTERNATIONAL DEVELOPMENT INC., TFB INC.,
2263847 ONTARIO LIMITED AND 2270039 ONTARIO LIMITED

Respondents

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

RECEIVER’S CERTIFICATE
(WATEROUS AGREEMENT)

RECITALS

A. Pursuant to an Order of the Honourable Mr. Justice Hainey of the Ontario
Superior Court of Justice (the “Court”) dated November 1, 2016 as amended and
restated by order of the Court dated December 20, 2016, FTI Consulting Canada Ltd.
was appointed as the receiver (the “Receiver”) of the undertaking, property and assets
of Talon International Inc. (“Talon”), Midland Development Inc., 1456253 Ontario Inc.,
2025401 Ontario Limited, Barrel Tower Holdings Inc., Harvester Developments Inc.,
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TFB Inc., 2263847 Ontario Limited Talon International Development Inc., and 2270039

Ontario Limited (collectively, the “Debtors”).

B. Pursuant to an Order of the Court dated March 16, 2017 (the “Sale Approval
Order”), the Court approved the sale transaction (the “Transaction”) contemplated by
an agreement of purchase and sale (the “Waterous Agreement”) between Talon as
vendor and Janet Katherine Waterous as purchaser (the “Purchaser”) dated as of
February 19, 2016 and provided for the vesting in the Purchaser of the right, title and
interest of the Debtors, and any right title and interest of Harvester to which the Crown
may have rights, in and to the Purchased Assets, which vesting is to be effective with
respect to Purchased Assets upon the delivery by the Receiver to the Purchaser of a
certificate confirming (i) the payment by the Purchaser of the Purchase Price for the
Purchased Assets to the Receiver; (ii) that the conditions to Closing as set out in the
Waterous Agreement have been satisfied or waived by the Receiver and the Purchaser;

and (iii) the Transaction has been completed to the satisfaction of the Receiver.

C. Unless otherwise indicated herein, terms with initial capitals have the meanings
set out in the Waterous Agreement or the Sale Approval Order.

THE RECEIVER CERTIFIES the following:

1. The Purchaser has paid and the Receiver has received the Net Proceeds for the
Purchased Assets payable on the Unit Transfer Date pursuant to the Waterous
Agreement;

2. The conditions to closing as set out in the Waterous Agreement have been

satisfied or waived by the Receiver and the Purchaser; and

3. The Transaction has been completed to the satisfaction of the Receiver.
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4, This Certificate was delivered by the Receiver at [TIME] on
[DATE].

FTI Consulting Canada Ltd., in its
capacity as Receiver of the undertaking,
property and assets of Talon
International Inc., Midland Development
Inc., 1456253 Ontario Inc., 2025401
Ontario Limited, Barrel Tower Holdings
Inc., Harvester Developments Inc., TFB
Inc., 2263847 Ontario Limited Talon
International Development Inc., and
2270039 Ontario Limited, and not in its
personal capacity

Per:

Name:
Title:



Schedule B — Real Property

Firstly: 76279-0209 (LT): Unit 5, Level 19, Toronto Standard Condominium Plan
No. 2279 and its appurtenant interest; subject to and together with easements as
set out in Schedule A as in AT3197446; City of Toronto

Secondly: 76279-0033 (LT): Unit 32, Level 4, Toronto Standard Condominium
Plan No. 2279 and its appurtenant interest; subject to and together with
easements as set out in Schedule A as in AT3197446; City of Toronto



Schedule C — Claims to be deleted and expunged from title to Real Property

1.

10.

11.

12.

for both 76279-0209 (LT) & 76279-0033 (LT)

Instrument No. AT1599258 registered on October 9, 2007, being a Charge
in favour of BNY Trust Company of Canada

Instrument No. AT1599259 registered on October 9, 2007, being a Notice
of General Assignment of Rents — General in favour of BNY Trust
Company of Canada

Instrument No. AT1599260 registered on October 9, 2007, being a Charge
in favour of Midland Resources Holding Limited

Instrument No. AT1614823 registered on October 26, 2007, being a
Charge in favour of Lombard General Insurance Company of Canada

AT1614824 registered on October 26, 2007, being a Postponement
(Midland Resources Holding Limited to Lombard General Insurance
Company of Canada)

Instrument No. AT2050987 registered on April 20, 2009, being a
Postponement (BNY Trust Company of Canada to City of Toronto)

Instrument No. AT2050988 registered on April 20, 2009, being a
Postponement (BNY Trust Company of Canada to City of Toronto)

Instrument No. AT2050989 registered on April 20, 2009, being a
Postponement (Midland Resources Holding Limited to City of Toronto)

Instrument No. AT2050990 registered on April 20, 2009, being a
Postponement (Lombard General Insurance Company of Canada to City
of Toronto)

Instrument No. AT3155593 registered on October 19, 2012, being a
Postponement (Midland Resources Holding Limited to SP1 Nominee Inc.,
SP Nominee Inc. and Talon International Inc.)

Instrument No. AT3155657 registered on October 19, 2012, being a
Postponement (Northbridge General Insurance Corporation to SP1
Nominee Inc., SP Nominee Inc. and Talon International Inc.)

Instrument No. AT3156473 registered on October 19, 2012, being a
Transfer of Charge from BNY Trust Company of Canada to
Computershare Trust Company of Canada

...continued



13.Instrument No. AT3156498 registered on October 19, 2012, being a
Notice of Assignment of Rents - General in favour of Computershare Trust
Company of Canada

14.AT3156688 registered on October 19, 2012, being a Postponement
(Computershare Trust Company of Canada to SP1 Nominee Inc., SP
Nominee Inc. and Talon International Inc.

15.AT450271 registered on March 3, 2017, being an Application to Register
Court Oder (Receivership)



Schedule D — Permitted Encumbrances, Easements and Restrictive

10.

11.

Covenants
related to the Real Property

(unaffected by the Vesting Order)

for both 76279-0209 (LT) & 76279-0033 (LT)

. Plan 63BA1120 registered on January 6, 1978, being a Boundaries Act

Plan

. Instrument No. AT944480 registered on October 7, 2005, being a Notice

(City of Toronto and Talon International Inc.)

Instrument No. AT1670733 registered on December 21, 2007, being a
Notice (City of Toronto and Talon International Inc.)

Instrument No. AT2050578 registered on April 20, 2009, being a Notice
(City of Toronto)

Instrument No. AT2604403 registered on January 21, 2011, being a
Transfer of Easement from Talon International Inc. in favour of Rogers
Communications Inc.

Instrument No. AT3045037 registered on June 14, 2012, being a Notice
(SP1 Nominee Inc., SP Nominee Inc. and Talon International Inc.)

Instrument No. AT3195529 registered on December 12, 2012, being a
Notice (Toronto Standard Condominium Corporation No. 2267 and Talon
International Inc. and Trump Toronto Hotel Management Corp.)

Instrument No. TCP2279 registered on December 13, 2012, being a
Standard Condominium Plan

Instrument No. AT3197446 registered on December 13, 2012 being a
Condominium Declaration (Talon International Inc.)

Instrument No. AT3232772 registered on February 6, 2013, being a
Condominium By-law (Toronto Standard Condominium Corporation No.
2279)

Instrument No. AT3232781 registered on February 6, 2013, being a
Condominium By-law (Toronto Standard Condominium Corporation No.
2279)



12.Instrument No. AT3232787 registered on February 6, 2013, being a Notice
(Toronto Standard Condominium Corporation No. 2279 and Talon
International Inc.).
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Court File No. CV- CV-16-11573-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE RECEIVERSHIP OF
TALON INTERNATIONAL INC., MIDLAND DEVELOPMENT INC.,
1456253 ONTARIO INC., 2025401 ONTARIO LIMITED,

BARREL TOWER HOLDINGS INC., HARVESTER DEVELOPMENTS INC.,

TALON INTERNATIONAL DEVELOPMENT INC., TFB INC.,
2263847 ONTARIO LIMITED AND 2270039 ONTARIO LIMITED

THIRD REPORT TO THE COURT
SUBMITTED BY FTI CONSULTING CANADA INC,,
IN ITS CAPACITY AS RECEIVER

INTRODUCTION

1.

Pursuant to the Order of the Honourable Mr. Justice Hainey (the “Initial
Receivership Order”) of the Ontario Superior Court of Justice (Commercial List)
(the “Court”) granted November 1, 2016 (the “Date of Receivership”), FTI
Consulting Canada Inc. was appointed as receiver (the “Receiver”) without
security, of certain assets, undertakings, and properties of Talon International Inc.
(“Talon™), TFB Inc. (“TFB” and together with Talon, the “Nominees”), Midland
Development Inc., 1456253 Ontario Inc., 2025401 Ontario Limited, Barrel Tower
Holdings Inc., Harvester Developments Inc., Talon International Development
Inc. (“TIDI”), 2263847 Ontario Limited (“226), and 2270039 Ontario Limited
(“227) (collectively, the “Respondents™) acquired for, or used in relation to the
condominium residence and hotel branded as the Trump International Hotel &
Tower (the “Property”) located at 311 and 325 Bay Street, Toronto, Ontario,

Canada (the “Trump Tower Toronto”™).
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The proceedings were commenced by way of application under section 101 of the
Courts of Justice Act, R.S.0. 1990, c. C.43, as amended (the “CJA”), and section
243 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the
“BIA”), and shall be referred to herein as the “Receivership”.

Pursuant to an Order of the Honourable Mr. Justice Hainey granted on November
9, 2016 (the “Representative Counsel Order”), Chaitons LLP was appointed as
representative counsel (“Representative Counsel”) of the owners of hotel
guestroom type condominium units and residential condominium units located in
the Trump Tower Toronto that had been sold to third parties prior to the Date of

Receivership (collectively, the “Unit Owners”).

Pursuant to an Order of the Honourable Mr. Justice Hainey granted on November
14, 2016 (the “Supplementing Appointment Order”), the Initial Receivership
Order was supplemented to, inter alia, extend the stay of proceedings to include
any rights and remedies against Northbridge General Insurance Corporation
(“Northbridge™), in respect of which Northbridge has recourse to the funds

subject to the Trust Claims, as defined in the Initial Receivership Order.

Pursuant to an Order of the Honourable Mr. Justice Hainey granted on December
20, 2016, the Initial Receivership Order was amended and restated to, inter alia,
add certain assets to the definition of Property and require that the consent of the
Receiver be obtained prior to incurring certain obligations, making certain
payments or amending, varying or terminating certain contracts (the Initial

Receivership Order as amended and restated being the “Receivership Order”).

On January 4, 2017, the Honourable Mr. Justice Hainey granted an Order (the
“Sale Procedure Order”) inter alia approving:

@) A procedure for the marketing and sale of the Property (the “Sale

Procedure”);



(b)

(©)

7. This, the Receiver’s third report (this “Report”), is to inform the Court on the
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The execution, nunc pro tunc, by the Receiver of an asset purchase
agreement between the Receiver as vendor and the Secured Lender as
purchaser (in such capacity, the “Purchaser”) dated December 21,
2016, for the sale of the Property (the “Stalking Horse Agreement”)
to stand as a “stalking horse” in the Sale Procedure;

The engagement of CBRE Limited (“CBRE”) as marketing and listing
agent to assist in the implementation of the Sale Procedure pursuant to
an agreement between the Receiver and CBRE dated November 1,
2016 (the “CBRE Engagement Agreement”).

following:

@ The receipts and disbursements of the Nominees for the period
December 13, 2016 to February 28, 2017;

(b) The revised cash flow forecast of the Reporting Respondents, as
hereinafter defined, for the period March 1, 2017 to May 31, 2017 (the
“March 1 Forecast”);

(c) The requests for consents to lift the stay of proceedings provided for in
the Receivership Order and the consents granted by the Receiver for
certain limited purposes;

(d) The results of the Sale Procedure;

(e) The Receiver’s motion (the “Waterous Sale Motion”) for an Order

approving the sale of residential unit 4805 and a related locker
(collectively, the “Waterous Unit”) in the Trump Tower Toronto
pursuant to an agreement of purchase and sale dated February 19,
2016, between Ms. Janet Waterous, as purchaser, and Talon, as

vendor, (the “Waterous Agreement”); and
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()] The Receiver’s motion (the “Service Motion”) for an Order for
substituted service in the Receivership, including service of the
Receiver’s motion for approval of the Stalking Horse Agreement, and

dispensing with service for six Unit Purchasers (the “Service Order”).

TERMS OF REFERENCE

8. In preparing this Report, the Receiver has relied upon unaudited financial
information of the Respondents, the Respondents books and records, certain
financial information prepared by the Respondents and discussions with the

Respondents’ management and various interested parties (the “Information”).
9. Except as described in this Report:

@) The Receiver has not audited, reviewed or otherwise attempted to
verify the accuracy or completeness of the Information in a manner
that would comply with Generally Accepted Assurance Standards
pursuant to the Chartered Professional Accountants of Canada
Handbook; and

(b) The Receiver has not examined or reviewed financial forecasts and
projections referred to in this Report in a manner that would comply
with the procedures described in the Chartered Professional

Accountants of Canada Handbook.

10. The Receiver has prepared this Report in connection with the Waterous Sale
Motion and the Service Motion, both scheduled to be heard on March 16, 2017.

The Report should not be relied on for other purposes.

11. Future oriented financial information reported or relied on in preparing this
Report is based on management’s assumptions regarding future events; actual

results may vary from forecast and such variations may be material.

TR
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Unless otherwise stated, all monetary amounts contained herein are expressed in
Canadian Dollars. Capitalized terms not otherwise defined herein have the
meanings defined in the Receivership Order or the previous Reports of the

Receiver.

RECEIPTS AND DISBURSEMENTS TO FEBRUARY 28, 2017

Pursuant to the Receivership Order, the Receiver is not in possession or control of
the operations or cash flow of the Respondents, but does receive periodic
reporting from the Talon, TFB, TIDI, 226 and 227 (collectively the “Reporting
Respondents”). The Reporting Respondents’ actual cash flow on a consolidated
basis for the period December 13, 2017 to February 28, 2017, was approximately
$3.4 million lower than the forecast filed as Exhibit 2A to the affidavit of Mr. Jay
Wolf sworn December 13, 2016 (the “December 13 Forecast”), as summarized

below:
Forecast Actual | Variance
$000 $000 $000
Receipts:

Sale proceeds 493.3 0.0 (493.3)
Insurance proceeds 3,450.0 0.0 (3,450.0)
Condo corp receipts 581.5 206.3 (375.2)
Rents and deposits 67.8 101.5 33.7
Taxes 677.2 319.4 (357.8)
Total Receipts 5,269.8 627.2 | (4,642.6)

Disbursements:
Construction 457.3 155 441.8
Public Art Light Fund 100.0 100.0 0.0
Rent guarantees and deposits 16.7 87.3 (70.6)
Condo corp payments 668.0 0.0 668.0
Overhead 834.7 807.3 27.4
Taxes 184.7 30.2 154.5
Total Disbursements 2,261.4 1,040.3 1,221.1
Net Cash Flow 3,008.4 (413.1)] (3,421.5)
Opening balance 996.7 996.7 0.0
Net Cash Flow 3,008.4 (413.1)] (3,421.5)
Qutstanding cheques clearing (101.2) 0.0 101.2
Closing balance 3,903.9 583.6 | (3,320.3)




13. Explanations for the key variances in actual receipts and disbursements as
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compared to the December 13 Forecast are as follows:

(@)

()

(©)

(d)

(€)

(f)

(9)

An unfavourable timing variance of approximately $493,000 in sale
proceeds arose because of a delay in collecting proceeds of pre-

receivership sales of residential units;

An unfavourable timing variance of approximately $3.5 million in
insurance proceeds arose because of a delay in collecting insurance

settlements;

An unfavourable timing variance of approximately $375,000 in condo
corporation receipts arose from delay in payments by the condo
corporations as the reconciliation of amounts payable has not yet been

completed;

A favourable permanent variance of approximately $34,000 in rents
and deposits arose from the collection of certain amounts that had not

been forecast;

An unfavourable timing variance of approximately $358,000 in the

collection of sales tax recoveries;

A favourable timing variance of approximately $442,000 in
construction costs arose primarily due to a delay in carrying out the

work;

An unfavourable timing variance of approximately $71,000 in rent
guarantee and deposit payments arose primarily as the amounts had
been included in the “outstanding cheque clearing” line of the
December 13 Forecast rather than the “rent guarantee and deposits”
line where they were allocated in the actual results; and
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THE MARCH 1 FORECAST

14.

A copy of the March 1 Forecast is attached hereto as Appendix A. The March 1
Forecast shows a net cash inflow, before proceeds of asset realizations, of
approximately $2 million in the period March 1 to May 31, 2017. The March 1

Forecast is summarized as follows:

A favourable timing variance of approximately $155,000 in respect of
taxes arose primarily from the delay in payment of an HST
reimbursement to the Hotel Condo Corporation as the reconciliation of

the amount to be reimbursed has not yet been completed.

Total
$000
Receipts:
Sale proceeds 493.6
Insurance proceeds 3,450.0
Net condo corp receipts 628.8
Rents and deposits 0.0
Taxes 508.0
Total Receipts 5,080.4
Disbursements:
Construction 1,000.9
Public Art Light Fund 0.0
Rent guarantees and deposits 16.8
Net condo corp payments 859.4
Overhead 1,031.1
Taxes 184.7
Total Disbursements 3,092.9
Net Cash Flow 1,987.5
Opening balance 583.6
Net Cash Flow 1,987.5
Closing balance 2571.1
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15.  There are no changes to the key underlying assumptions of the March 1 Forecast
as compared to the December 13 Forecast, other than the assumption that the
payment of property taxes will be deferred until after the closing of the Stalking

Horse Agreement, if approved by the Court.

THE RESULTS OF THE SALE PROCEDURE

16.  As the Court and the Service List were previously informed, no Qualified Phase |
Bid other than the Stalking Horse Agreement was received by the Phase | Bid
Deadline of 10:00 am on February 15, 2017. As a result, the Receiver determined
that the Stalking Horse Bidder is the Successful Bidder.

17. A motion for the approval of the Stalking Horse Agreement has been scheduled
for March 30, 2017, and the Receiver will provide a full report on the Sale

Procedure in connection with that motion.

CONSENTS TO LIFTING OF THE STAY OF PROCEEDINGS

18. A number of persons have requested a lifting of the stay of proceedings contained
in the Receivership Order. Although the marketing of the Property has now been
completed, the Receiver has been advised by counsel to the Stalking Horse Bidder
that they have requested significant assistance of the Debtors in respect of number
of pre-closing matters and to ensure a smooth transition of operations on closing.
As a result, the Stalking Horse Bidder has advised the Receiver that it does not
support a broad lifting of the stay of proceedings at this time. As noted above, a
motion to seek approval of the Stalking Horse Agreement is scheduled on March
30, 2017, and the Receiver understands that the current intention of the Stalking
Horse Bidder is to close the transaction as soon as possible following such
approval, if granted.
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Given the limited time anticipated until closing of the transaction, if approval is
granted, the Receiver has attempted to work with parties requesting a lifting of the
stay of proceedings to permit initial steps to commence provided that such initial

steps do not require significant time and attention of the Nominees. Specifically:

@ Levine Sherkin Boussidan, (“LSB”’): on behalf of one Unit Purchaser
requested the stay to be lifted in order to issue and serve a statement of
claim (the “New Action”) and the Receiver consented to such
provided that no other steps were taken in the New Action. Following
service of the New Action, LSB has also requested a case conference
be scheduled in the matter. The Receiver has consented to such,
provided that such case conference does not take place on or before
March 31, 2017,

(b) Levine Sherkin Boussidan: on behalf of approximately 17 different
existing actions has requested a case conference to be scheduled to
determine next steps in the contemplated summary judgement
motions. The Receiver has consented to such, provided that such case
conference does not take place on or before March 31, 2017,

(©) Fogler Rubinoff LLP, (““Fogler”): on behalf of six different Unit
Purchasers has requested an entire lifting of the stay. The Receiver’s
counsel has spoken with both Fogler and Talon’s counsel to determine
the next steps in this litigation. The Receiver understands that the next
step would be to schedule a case conference. As such, the Receiver
has agreed to consent to such scheduling, provided, consistent with the
consents described above, that such case conference is not held until
after March 31, 2017. Fogler has indicated that it may not be satisfied

with the conditions of that consent;
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Klein and Schonblum Associates (“Klein”):  On behalf of 2 unit
purchasers has requested a lifting of the stay. The Receiver’s counsel
has spoken with both Klein and Talon’s counsel to determine the next
steps in this litigation. The Receiver understands that the next step
would be the completion of a Trial Certification Form, with a pre-trial
and trial likely to be scheduled no earlier than September of 2017. As
such the Receiver has consented to the completion of the Trial

Certification Form; and

Midland Developments: Counsel for Midland has requested that stay
be lifted to issue and serve a statement of claim. The Receiver has
consented to the lifting of the stay for this limited procedural purpose
(consistent with the requested of LSB noted above), provided that no

other steps are taken at this time;

Northbridge: Counsel for Northbridge has requested that the stay be
lifted to permit Northbridge access to the Designated Trust Accounts
held with Harris Schaeffer, referred to as the Specified Trust Funds in
the Receivership Order, to permit Northbridge to exercise contractual
rights over the funds, for the purpose of Northbridge making claims to
such funds to cover Northbridge’s costs. The Receiver has consented

to the lifting of the stay for such purposes.
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THE WATEROUS SALE MOTION

THE WATEROUS AGREEMENT

20.

21.

22,

23.

24,

The Waterous Agreement, a copy of which is attached hereto as Appendix B with
personal information and the financial terms redacted, is dated February 19, 2016.
The sale did not close at that time, although the purchaser has been in interim
occupancy of the Waterous Unit since March 1, 2016. Rather, pursuant to the
Waterous Agreement, closing is to take place within 2 years after execution upon
not less than thirty days’ notice to the purchaser by the vendor (the “Closing
Notice”).

At the January 4, 2017 hearing to approve the Sale Procedure, counsel for
Waterous appeared and on consent of Waterous and the Stalking Horse Bidder, an
endorsement was made by Mr. Justice Hainey that the Stalking Horse Agreement

be amended to include an assignment of the Waterous Agreement.

The Receiver has had a number of discussions with the Stalking Horse Bidder and
Waterous regarding how the Waterous Agreement should be handled in the
context of the Stalking Horse Agreement. Rather than the Waterous Agreement
being assumed by the Stalking Horse Bidder on closing of the Stalking Horse
Agreement, it was determined that the preference was for the Waterous
Agreement to be completed prior to the completion of the Stalking Horse
Agreement.

Accordingly, the Receiver issued the Closing Notice, subject to Court approval of
the Waterous Agreement, on February 22, 2017, with closing scheduled to occur
on March 29, 2017.

If the Waterous Agreement is approved and the transaction closes, the requested
Order provides that the proceeds of sale will be held by the Receiver subject to
further Court order. If the Stalking Horse Agreement is approved and closes, the
proceeds from the sale of the Waterous Unit will form part of the assets being
sold under the Stalking Horse Agreement.
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25.  The terms and conditions of the Waterous Agreement are customary for a sale of
this nature. Given the significant number of other residential units that remain
unsold, the Receiver proposes to maintain the confidentiality of the financial
terms at this time, unless disclosure is requested by the Court. As discussed later
in this Report, the Receiver is satisfied that the purchase price for the Waterous

Unit is reasonable in the circumstances.

26. A commission of 2.5% of the purchase price is payable to Waterous’s agent on
closing of the transaction under the Waterous Agreement. The Senior Lender has
consented to the payment of that commission. Talon has informed the Receiver
that other than the commission to Waterous’s agent and small commissions
payable to Talon personnel, no commission is payable in respect of the

transaction under the Waterous Agreement.

THE RECEIVER’S COMMENTS

27.  Section 247(b) of the BIA states:
“247. A receiver shall
(a) act honestly and in good faith; and

(b) deal with the property of the insolvent person or the

bankrupt in a commercially reasonable manner.”

28. Pursuant to the leading cases’, in reviewing a proposed sale of assets by a
receiver, the Court should consider the following:

@ Whether the receiver has made a sufficient effort to obtain the best

price and has not acted improvidently;

(b) The interests of all parties;

! Royal Bank v. Soundair Corp. (1991) 4 O.R. (3d) 1 (C.A.), tab 7 of Commercial List Authorities Book

TR
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(©) The efficacy and integrity of the process by which offers have been

obtained; and
(d) Whether there has been unfairness in the working out of the process.

The Commercial Reasonableness of the Waterous Sale Agreement

29.  As noted earlier in this Report, the Waterous Agreement was executed long
before the appointment of the Receiver. Accordingly, the Receiver had no
involvement in the marketing of the Waterous Unit or the negotiation of the
Waterous Agreement. Talon has informed the Receiver, that in addition to its
internal marketing and sales efforts, the Waterous Unit, along with the other
unsold residential units, was marketed from late 2013 to early 2014 by Sotheby’s
International Realty Canada, (“Sotheby’s”), a real estate agent engaged by Talon.
Sotheby’s marketed the units through the customary channels for properties of
this nature such as the multiple listing service, brochure advertising etc.
Following the resignation of Sotheby’s, Talon launched a marketing website
featuring various Residential Units available for sale in Trump Tower Toronto.
This site, http://www.trumptoronto.ca/, has been active since mid-2014 and

provides information on a variety of Units as well as contact information for

Talon’s internal sales and marketing department.

30. Talon has informed the Receiver that the purchase price in the Waterous
Agreement, on a per square foot basis, is within the range of other sales

completed for Residential Units in the Trump Tower Toronto.

31. Based on the results of the Sale Procedure, the Senior Lender is the only party that
could recover proceeds from the sale of the Property other than holders of Priority
Claims, which Claims will be assumed by the Stalking Horse Bidder pursuant to
the provisions of the Stalking Horse Agreement. Accordingly, the Senior Lender
is the only party with an economic interest in the sale of the Unit. As noted
earlier in this Report, the Senior Lender has consented to the sale of the Unit

pursuant to the Waterous Agreement.

TR
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32. Based on the foregoing, the Receiver is of the view that it is commercially
reasonable to complete the sale of the Unit pursuant to the Waterous Sale

Agreement.

Efforts to Obtain the Best Price and Efficacy and Transparency of the Process

33.  The efforts to market the Unit are described above.
34, In the Receiver’s view, based on the information provided by Talon:

@ The marketing of the Unit was carried out in a manner typical of, and
consistent with, marketing practices for a residential condominium

unit of this nature;

(b) The opportunity to acquire a Residential Unit in the Trump Tower

Toronto was widely known; and

(c) The process that resulted in the execution of the Waterous Agreement

was fair, transparent and reasonable in the circumstances.

Interests of the Various Parties

35.  As described in the Receiver’s First Report, the Senior Lender holds valid and
enforceable security on the Property, including the Unit, and there are no

registrations that predate that security.

36.  As noted earlier in this Report, based on the results of the Sale Procedure, the
Senior Lender is the only party with an economic interest in the Property and has
consented to the sale of the Unit pursuant to the Waterous Agreement.

37.  Accordingly, in the Receiver’s view, the completion of the Waterous Agreement
represents the best available outcome for the Senior Lender and is not prejudicial

to creditors ranking subordinate to the Senior Lender.
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Unfairness in the Process

38. Based on the information it has available, the Receiver has not identified any

unfairness in the process leading to the proposed sale of the Unit.

RECEIVER’S CONCLUSION

39.  The Waterous Agreement is the highest and best transaction currently available in
respect of the Unit. The marketing of the Unit and the consideration to be
received under the Waterous Sale Agreement both appear to be fair and
reasonable in the circumstances. There is no evidence to suggest that viable
alternatives exist that would deliver a better recovery from the Unit. In any event,

any such higher recovery would only accrue to the benefit of the Senior Lender.

40.  Accordingly, the Receiver respectfully requests that the Court approve the
Waterous Agreement and authorize the Receiver to complete the transaction

contemplated therein.

41. As the Receiver has not been in possession or control of the Property of the
Respondents, the Receiver is of the view that it will require the assistance of
Talon to complete the transaction contemplated by the Waterous Agreement.
Specifically, the Receiver anticipates it will require Talon to assist in completing
the statement of adjustments and in completing certain closing documentation.
As such, the Receiver has requested a provision in the Approval and Vesting for
the Waterous Unit Order specifically directing such cooperation.

THE SERVICE MOTION

42. The Service Motion seeks an Order for substituted service in the Receivership,
including service of the Receiver’s motion for approval of the Stalking Horse

Agreement, and dispensing with service for six Unit Purchasers.
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SUBSTITUTED SERVICE

43.

44,

45.

The materials to be filed in respect of the Vesting Order Motion are voluminous
and the list of parties on whom the Purchaser has requested service is extensive,
incorporating a total of 285 parties.

For cost efficiency and to minimize printing requirements, the Receiver proposes
that service of any notice of motion, motion record, report, pleading, factum, draft
order, document or other material in these proceedings (collectively, “Served
Materials”) be effected by serving a letter (a “Service Letter”) in any manner
permitted by the Rules of Civil Procedure, the Receivership Order or the
Representative Counsel Order or as may otherwise be agreed in advance by the

sending party and any receiving party.
A Service Letter shall:

@) Summarize the relief being requested or position being taken by the

sending party;

(b) Refer to a website where full copies of the Served Materials may be
accessed, and

(©) Provide an email address and telephone number where the sending

party may be contacted to request a hard copy of the Served Materials.

DISPENSING OF SERVICE

46.

The Receiver previously served materials related to the motion for the approval of
the Sale Procedure (the “Sale Procedure Motion”) on an extended list of parties,
including on parties that executed, prior to the Receivership, agreements for the

purchase of hotel or residence units that did not close (“Unit Purchasers”).
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47.  Service of the Unit Purchasers was attempted by courier but was unsuccessful for
nine Unit Purchasers. Counsel to the Purchaser has been successful in locating 3
of those Unit Purchasers but, despite extensive efforts as described in the affidavit
of Nancy Thompson sworn March 8, 2017, and attached hereto as Appendix C
(the “Thompson Affidavit™), six parties have not been located such that service
can be effected, including one corporate party that has been struck from the
corporate register. The six parties are identified in the Thompson Affidavit

(collectively, the “Unfound Unit Purchasers”).

48.  The Purchaser has requested that service of the Receiver’s motion for approval of
the Stalking Horse Agreement be made on the Unit Purchasers as the Vesting
Order — Hotel Transaction and the Vesting Order — Residence Transaction, each
as defined in the Stalking Horse Agreement, if granted will each vest out any
interest of the Unit Purchasers in the Purchased Assets.

49, As the Receiver is unable to effect service on the Unfound Unit Purchasers, the
Receiver now seeks an Order dispensing with service on the Unfound Unit

Purchasers.

The Receiver respectfully submits to the Court this, its Third Report.
Dated this 8" day of March, 2017.

FTI Consulting Canada Inc.

In its capacity as Receiver of certain assets of

Talon International Inc., Midland Development Inc.,
1456253 Ontario Inc., 2025401 Ontario Limited,

Barrel Tower Holdings Inc., Harvester Developments Inc.,
Talon International Development Inc., TFB Inc., 2263847
Ontario Limited and 2270039 Ontario Limited

And not in its personal or corporate capacity

Nigel D. Meakin Toni Vanderlaan
Senior Managing Director Senior Managing Director

TR
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The March 1 Forecast



Consolldated CF

Opening Balance
Talon International Inc. 06032 105-343-8 CAD Opening Balance
Taton International Inc. 06032 100-834-1 CAD Opening Balance
Talon International Ine. 06032 401-488-2 USD Opening Balance
TLC 02874 100-354-0 CAD Openlng Balance
TLC 02874 400-110-3 USD Opening Balance
Taton IT 02874 108-350-0 CAD Opening Balance
TFB 02874 103-308-3 CAD Opening Balance

Total Opening Balance

Inflows
Computershare - Insurance Clalm Proceeds In Trust

Harris Sheaffer Res Sales Praceeds in Trust End 8al (Interest to Nov)
Harris Sheatfer Hotel Sales Proceeds in Trust End Bal {Interest to Nov)

Monthly HST Refund - Talon’
HST Assessment - TLC Hotel Refated 2012-2013°

Insurance - Business Interruption Final Settiement
Condo Corp Interco Cash Flow

Hote!

License Fees

Talon IT

Parking

Tc

Residence
Total Condo Corp Interco Cash Flow

Common Area Property Tax Reimbursement {from Condo Corp)

Past Projected Condo Corp Interco SettleupJ
Estimated October 2016 Interco Settfeup®
Esti d N ber 2016 Interco f
Esti d D ber 2016 Interco
Estimated January 2017 Interco Senleup’
Estimated February 2017 Interco Settleup®

3

Total Infiows

Outflows

Construction Completion
02z
Brookfield
York Marble
Misc Deflciencies
Balconies
East Wall Fascade
Strone
Mechanlcal Engineer/Other

Construction Completion

Rental Guarantee Program Property Tax & CAM
Rental Deposit Return
HST Assessment - TLC Hotel Refated 2012-2013°

Property Taxes®
Talon
TFB

Property Taxes®

Residence Overheads
HHML (F&B Operator) Interco & Rent®

TLC Overheads {Spa Exp, Insurance, Payroll - Res Sales, Accting, Director of IT)

TLC Insurance

Talon IT Overheads (IT Exp, Insurance, Office Exp)(28,483.17)
Talon IT Insurance

Talon Overheads

Talon Payroli (CEO, Contraller, LB Acct, Analyst, Asset Mgmt} & Reimbursements
Consultants {fasper, Tourbitlon, IT, Zeidler, CH2M, Hidi Rae, other)

Northbridge
Legal - Receivership {Weirfoulds)
Legal - Residences (Harris Sheaffer}
Legal - HST (Goodmans)
Legal - Other {Torkin Manes}
Audit
Talon Insurance
Other (Office expenses, utilities, Garda, Insurance, HST)
Contingency
Talon Overheads

Total Outflows
Net Cash Flow {Not Cumulative)

Cumulative Balance

Mar-17 Apr-17 May-17  Total Mar to May
(14,751.39) 814,554.35 {270,206.74} 529,596.22
499.39 493,39 487.39 1,480.17
154 (34.46) {70.46) (103.38)
243,190.62 186,708.41 60,621.72 490,520.75
0.02 0.02 0.02 0.06
354,639.18 326,156.01 401,966.26 1,082,761.45
{43.53) (72.53) {103.53) (220.59)
583,535.83 1,327,804.19 192,694.66 2,104,034.68
450,000.00 450,000.00
470,989.87 470,989.87
22,634.67 22,634.67
130,000.00 130,000.00 130,000.00 390,000.00
118,000.00 118,000.00
3,000,000.00 3,000,000.00
0.00 (80,143.96}) 36,458.34 {43,685.62)
0.00 95,257.87 95,257.87 190,515.74
0.00 104,293.42 115,366.01 219,659 43
Q.00 44,801.65 53,457.81 98,259.46
0.00 (2,865.84) (2,865.84) {5,731.69)
0.00 {161,218.87) (161,218.87} (322,437.73)
.00 124.27 136,455.32 136,579.59
166,827.24 166,827.24
265,301.11 265,301.11
60,001.36 60,001.36
(72,021.26) (72,021.26)
{273,239.09) {273,239.09)
(329,895.38) {329,895.38)
{184,196.87) {184,196.87)
1,073,624.54 (119,098.61)  3,266,455.32 4,220,981.25
0.00
0.00 0.00
{5,424.00) {5,424.00}
(8,468.22) {8,468.22)
{33,979.10) {33,979.10}
{50,000.00) (50,000.00)
(127,964.04) {127,964.09)
(415,000‘00! !350,000.00! ]775,000.00!
(47,871.32)  (475,000.00)  (477,964.04) {1,000,835.36)
(5,608.25) {5,608.25) (5,608.25) (16,824.75)
{184,738.64) {184,738.64)
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
{2,571.91) {2,571.91) (2,571.91) {7,715.73)
{11,827.24) {11,827.24) (11,827.24) (35,481.73)
(44,684.97) (44,684.97) (44,684.97) {134,054,90)
(12,397.77) (12,397.77)
(28,483.17) {28,483.17) (85,449.51)
(38,650.21) {38,650.21)
(63,181.47) {63,181.47) {63,181.47) {189,544.40)
{33,373.22) (33,373.22) (33,373.22) (100,119.65)

{51,654.55) {20,000.00}

(71,654.55)

‘Estimated monthly HST refund due from HST paid an hotel refated expenses (CAM fee, reservation fee, per-use fee)

“HST assessment on hotel creates potential lability for Talon but it should be recoverable.,

Itis anticipated that there will also be HST assessments for the 2014-2016 fiscal years but the impact is TBD.
*Intercompany figures are to be reconciled as they include accruals for bath expenses and revenues

*HST assessment obligation for 2013 to be paid through Cando Corps in 12 instalments.

Talon's portion is estimated at approximately $26.4k/month for hotel and $12.8k/month for residence

but a Special Assessment from the condo corp has not vet been issued.

A partion of the hotel assessment shouid be reimbursed to the condo corp by the government and would offset future CAM fees.

Itis anticipated that there will also be HST assessments for the 2014-2016 fiscal years but the impact s TBD.
‘Pro]ened Pproperty taxes will be addressed post closing and have been excluded fram this forecast.
*HHML projections based on SO rent and receiver chargeback from HHML

{10,000.00} (5,000.00) {15,000.00}
{10,000.00)  (10,000.00) {20,000.00)

(11,417.78) {11,417 78)

(5,000.00}) (5,000.00)

{50,000.00) (50,000.00)

(31,754.64)  (38469.73)  (34,354.54) {104,579.01)
(50,000.00} _ (50,000.00)  {50,000.00) {150,000.00)
(188,309.32)  (263,096.74)  (265,909.32) {717,315.39)
(329,356.18) (1,016,010.92)  (888,096.88) (2,233,463.98)
744,268.36 (1,135,109.53)  2,378,358.44 1,987,517.27
1,327,804.19  192,694.66  2,571,053.10 2,571,053.10
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The Waterous Sale Agreement (Redacted)
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SCHEDULE A
Suite R (o5)

Surte svm_m.. UnNIT. S
q 5

Purchaser’s initla

Vendoer's initials

Levels 33-47
Nele: Prices and specifications ore rubject to change withowt notice. £, G 0.8,
Actual uasble floar tpace may vary from the siuted flsor ares., Al renderings ore artist's concapt,
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SUMEDULE B 10 THE AGREEMENT OF PURCHASE AND SALE

ES EINISEEN
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The Resid al trump | jonal 1 lotel & "Tower

Suite No R0

Hesidentint Uit No s 1ovel No _t9_Flnor Nn 47 __3

Lacker Unit No 32 Leved Na 4 (FloorNo. 33 _)

SCHEDULE “C™ TO THE AGREEMENT OF PURCHASE AND SALE

THE UNDERSIGNED being the Purchaser of the Unit hereby acknowledges having reveived from the Vendos with respect to Ihe puschase of
the Unit ke Roliowing docunment on ihe dsic noted below:

1 A Disclosure Ststement daied October 7, 2013 rnd ing U n dence with Section T2 of the Act.

‘the Purchaser ocknotwviedges and agrecs that in the event 1hwrs is 8 maleriud change 1o the Discl S ws defined in subsection 742) of
1he Act, the Purchaser’s only remedy. shall be s st forth in subsoctian 74(6) ol the Act. natwithslanding any rule of lew or cquily to the contrasy.

DATF.I)uCaBI”"/.mis 11 doyuf Fﬁ;‘(u‘\e"f.zol.@.

WITNESS:

Purchaser



“The Resids o Trump | i Hutel & Tower

Suite No. L LM
Residential UnitNo _______ 8 . Level No. _19_1Fls No A7)
4, Flear No, 33 )

, Level No

Laocker UnitNo 32

SCUEDULE “D™ TOTHE AGREEMENT OF PURCHASE AND SALE

THE UNDERSIGNED being (he Pwrchaser of the Unit horehy sckaowiedges having reccived from the Vendor witl respect 16 the parchase uf
the Unit the Giflowing documcnt on the deic noied buluw,

1 A copy of the Agreement of Purchuse und Sale 1w which this scknowledgement Is stoched as » Schvdule) exceired by the Vendor
and the Purchascr.

DAYI:DuC’U\!i"”,;/.um [ wyor F”@a"giebf,ml_b

WITNESS: (/u CA'- [

Purchascy



LT o0 add

1. <f y

e Univ Transier Date shall secur 30 days Tollowing the date tha Vendor delivers writien notive ta the
Purchaser or the Purchaser's suliciton estblishing such dute, provided that, subjeer 1o sy further cxiensions of
such date as may he pravided in this Agreciwent, such Unit Transter Date shabl not be faer thin 24 months
Totlowing the dute of the aceeptance of this Agreemwnl,

2. Interim Qceupuncy

During the period of time between the date uf seceplance ol ihis Agrecment 1o and including the Unit Transter
Date the Puschuser upon 10 days prior written gotice (o the Vendar shall huve the right to assume occupancy of
the Unit and if the Purchaser caercises such right, sueh period shall berein be referred o as the Interim
Oecupaocy Period” und in further consideration awd in conncetion with the foregoing the following shatl
apply:

Q] trrespeetive the dale thot the Purchaser establishes as the communeement of the laiecim Oceupancy
Periud o establishes same ut all, the Parehiser shull pry to e Vendor a monthly fee of 3334200
payable on the first Jay ol cach month (und pro-rated (or any perivd bexs thun a month) from the dale
al hewey ol this Apr watil the Unit Transter Date and o part of which shadl be eredited as
payments on account of the Purchuse Price. Within S duys Toflowing the ueeey : of this Ap
the Purchaser shall deliver o the Vendm a scries of post-dated cheques as required hy the Vendor foe
paysent of the munthly fee.

Hit el whili-he - Rern - paney-ti-he-Unit-during-intedm-Oeeupuiey-Resnd
mwukumw’mMIWe«mnHMummmemmanﬂmm

:IMMWW&-«G«M}M&M Aer Hie-Membir—in-it-soke

1% (W ala o \n Dl it 2o gl A 1.1 e Fe
Y- v F in-this-Ap at-brw-niy .

A + 4 '3 m I TP D i H Loasal 1 3 S (0 YO | )

Ag andh-revedo-therighi-of fHReY £ pran-Hig-F s

AR -G give v doa—tocthwih-“Fho-Vendor-moy-teke-w wipett

3, g ¥y 1 Ll L2, I bkl T ryr 12 L L 1t r?

decu ¥l strvacsntp treef we-theAeadindi

. .

Libi) Al ar prioe to the thime 1hat 1he Purchuser lakes possession of the Unit, the l’uuh.m.r shull exeeue und
deliver to the Vendor any documunts, directions, sckanwledgments, ussumgp J4 or any and
alt sther documents required by the Veador in ion with such puancy.

(iv) During (e Interim Qeoupancy Peried the Purchaser ngrees to waintain the Unit in s clean and sunitary

condition and is permitted 1o make decorative altrations, improvements or additions with the prior
written approval of the Vendor which will not be upreasonubly withheld and shall be made in
comphiance with the condominium surporation governing d ‘The Purct shall he
vesponsible for ull parking charges. it uny, ulitity, wiephone expenses, cable television service, internel
or other charges and expenses duriag the fnterim Qccupancy Pericd.

(v) The Purchaser's vecupancy of the Unit shadl e govercd by the provisions of the Condomintum
Ducumenis and the provisions ol this Agreement, The Unit sy wnly be occopied and used in
uccardance with the Condaminium Doacuments and for no ather purpose.

vh The Vendor and the Purchascr covenant and agree. notwithstuading the tuking of possession, shat al)
terms hercunder continue (o be binding upon them and that the Vendor imay enforee the provisions of
this Agreement, inctuding the provisions of this Schedule =X,

(vii) The Purchaser acknowledges that the Cumhuniniu’m holds o fire insurance palicy on the Condominiuny
includlng all axy of o tard wnit only and aol on any improvements ar botierments made by or
o hehulf of the Purohiaser, It s e responsibitity of e Parchaser 10 insute the improvements ar
betenmens w the Unit amt 1 roplace and/or ropair e i thaey are removed; infured or destroyed,
‘The Yembor §s s Huble for the. Porchiser's fuss oceasioned by fire, holt ar uilier casually, unless
cavsed hy the Veador's witiiul conduct,

(viiiy  The Purchaser agrees w indomnily the Vendor for alt losses, costs and xpenses incurred as a result of
the Purchiaser’s negl ] or use of the Unit or the Condominium, or by reason of injury o any
persun or properly in or upen the Unit ar the Condominium resulling [rom the negligence of the
Purchuser, bers of his i liste fumily, scrvants, apents, invilees. temants, contractars and
licensees, The Purchaser agrees that should 1he Vendor cleel o repair or redecorate all or any part of
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Purchaser(s):
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RESIDENTIAL UNIT PRE-DELIVERY INSPECTION FORM
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Suite 4705
Number:
Municipal 4505
Number:

Level: D]
Unit: 5

Suite Type: R

Pleuse fist below any damaged or incumplete items, as well as anything that is not

operating properly,
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INTERNATIONAL RESIDENTIAL UNIT PRE-DELIVERY INSPECTIONFORM TR UM
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Purchaser{s):

Rl L lTeLe

Suite 4705
R Number;
e Municipal 4805
Nuather:
Level: 19
Unit: 5

Sulte Type: R

Please list below any damuged or incomplete items, wi well as anything that is not

operating

properly.
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RESIDENTIAL UNIT PRE-DELIVERY INSPECTION FORM
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Purchaser(s): Suite 4705
JAReT VAL ve-e Number:
a “eed Municipal 4805
Number:
Level: 19
Unit: 5
Suite Type: R
Please lst below aoy damaged or i plele items, as well as anything that is not
eperating properly.
Hem & Locatlon Description
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List here unything that con’t be assessed, because for example it is obscured from view
or inaecessible,

E Hem # L.oeation Description
P ; PR

s e Ape &
DATED at Toronto, Ontusio this __ % of__ 7 frbeace £ . 2015

| huve inspecied my new Residential Unit us numed above und § agree that the descriptions of the
items Hsted on this form are uccurute,

-
T~ LA
Jienir LVl r 61y . 2" N v
Purchuser's Name (Please Print) Rurghmser's Signiture
(54
Purchaser's Name (Please Print) Purchaver's Siguatuse
Vendor's Representutive Naowe Vendor's

THE COMPLETED PRE-DELIVERY INSPECTION FORM IS A FORMAL RECORD OF THE
UNIT’S CONDITION BEFORE THE PURCHASER TAKES POSSESSION,
IT WILL BE USED AS A REFERENCE FOR FUTURE WARRANTY SERVICE REQUESTS,
f

325 Bay Street, Toronto, Ontatio, M5H 4§63

A



Appendix C

The Thompson Affidavit
























TAB 3



Court File No.

CV-16-11573-00CL
ONTARIO

SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST
THE HONOURABLE ——MR. ) WEEKDAYTHURSDAY, THE #16th
)

JUSTICE ——HAINEY ) DAY OF MONTHMARCH, 26¥R2017

BETWEEN:
PLAINTIEE
Dlaintiff
JCF CAPITAL ULC
Applicants
-and -

Defendant

TALON INTERNATIONAL INC., MIDLAND DEVELOPMENT INC., 1456253
ONTARIO INC., 2025401 ONTARIO LIMITED, BARREL TOWER HOLDINGS
INC., HARVESTER DEVELOPMENTS INC., TALON INTERNATIONAL
DEVELOPMENT INC., TFB INC., 2263847 ONTARIO LIMITED AND 2270039

ONTARIO LIMITED

Respondents
APPLICATION UNDER SECTION 101 OF THE COURTS OF JUSTICE ACT

R.S.0. 1990, C. C.43, AS AMENDED, AND SECTION 243 OF THE
BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, C. B-3 AS AMENDED

APPROVAL AND VESTING ORDER
(Waterous)



THIS MOTION, made by fRECEFER'SNAME]FTI Consulting Canada Ltd.
in its capacity as the Court-appointed receiver (the “‘Receiver*’) of the

undertaking, property and assets of [PEBTOR}the "Debtor"Talon International Inc.
(“Talon”), Midland Development Inc., 1456253 Ontario Inc., 2025401 Ontario
Limited, Barrel Tower Holdings Inc., Harvester Developments Inc., TFB Inc.,

2263847 Ontario Limited Talon International Development Inc., and 2270039
Ontario Limited (collectively the “Debtors”) for an order_(i) approving the sale

transaction (the ““Transaction'’) contemplated by an agreement of purchase and
sale (the “Sale’Waterous Agreement"’) between the Receiver—andNAME-OF
PURCHASER}the"Talon as vendor and Janet Katherine Waterous as purchaser
(the “Purchaser”’) dated fbATE}as of February 19, 2016 and appended to the
Repertthird report of the Receiver dated {bATE{March 8, 2017 (the “‘Third

Report"’); and vesting in the Purchaser the-Debtor’srighttitle-and-interest-in-and-to
the-assets—deseribed-in-the-Sale-Agreement(the "Purchased-Assets");all right, title and

interests of the Debtors, and any right title and interest of Harvester to which the

Crown may have rights, in and to the Unit as defined in the Waterous Agreement
the “Unit’) and an ersonal property located thereon to the extent to be

transferred in _accordance with the Waterous Agreement (collectively, the

‘Purchased Assets”), (ii) directing Talon to take such additional steps and
execute such additional documents as may be reasonably necessary or desirable
for the completion of the Transaction and for the conveyance of the Purchased

Assets to the Purchaser, including without limitation, assisting with the completion
of the statement of adjustments; (iii) directing the Purchaser to pay the Net

Proceeds (as defined below) on closing of the Transaction to the Receiver, on
behalf of Talon; and (iv) authorizing the Receiver to hold the Net Proceeds on

behalf of Talon and to hold same subiject to a further order of the Court; was heard

this day at 330 University Avenue, Toronto, Ontario.

ON READING the Third Report and on hearing the submissions of counsel
for the Receiver, INAMES-OF-OTHER PARTIES-APPEARING]counsel for the




Applicant, counsel for the Purchaser, no one appearing for any other person on the
service list, although properly served as appears from the affidavit of [NAME]
sworn [DATE] filed":

1. THIS COURT ORDERS AND DECLARES that the Transaction is hereby

approved:” and the executionof the Sale Asreement by—theReceiver’ is hereby
authorized and—appreved,—withio _execute such minor amendments asto the

Waterous Agreement as may be agreed between the Receiver may—deem

neeessaryand the Purchaser. The Receiver is hereby authorized and directed to
take such additional steps and execute such additional documents as may be
necessary or desirable for the completion of the Transaction and for the

conveyance of the Purchased Assets to the Purchaser.

2. THIS COURT ORDERS that Talon is hereby authorized and directed, as
requested by the Receiver, to take such additional steps and execute such
additional documents as may be reasonably necessary or desirable for the
completion of the Transaction and for the conveyance of the Purchased Assets to
the Purchaser, including without limitation, assisting with the completion of the
statement of adjustments.

3. 2-THIS COURT ORDERS AND DECLARES that upon the delivery of a
Receiver’s certificate to the Purchaser substantially in the form attached as
Schedule A hereto (the ““Receiver’s Certificate”), all ef-the Debtor's-right, title

and interestinterests of the Debtors, and any right title and interests of Harvester to




which the Crown may have rights, in and to the Purchased Assets deseribed-in-the

Sale-Agreementfandincluding the real property listed on Schedule B hereto}’ (the
‘Real Property”) shall vest absolutely in the Purchaser, free and clear of and from

any and all security interests (whether contractual, statutory, or otherwise),

hypothecs, mortgages, trusts or deemed trusts (whether contractual, statutory, or
otherwise), liens, executions, levies, charges, or other financial or monetary
claims, whether or not they have attached or been perfected, registered or filed
and whether secured, unsecured or otherwise (collectively, the ““Claims">)

including, without limiting the generality of the foregoing: (i) any encumbrances or

charges created by the Order eof —the HenourableJustice [NAME] —dated

HBATETAppointing Receiver made by Justice Hainey dated November 1, 2016 as
amended by the Order of Justice Hainey dated December 20, 2016 in these

proceedings; (ii) all charges, security interests or claims evidenced by registrations
pursuant to the Personal Property Security Act (Ontario) or any other personal
property registry system; and (iii) those Claims listed on Schedule C hereto (all of
which are collectively referred to as the “*Encumbrances"’, which term shall not
include the permitted encumbrances, easements and restrictive covenants listed
on Schedule D) and, for greater certainty, this Court orders that all of the
Encumbrances affecting or relating to the Purchased Assets are hereby expunged

and discharged as against the Purchased Assets.

4. 3-THIS COURT ORDERS that upon the registration in the Land Registry

Office forthe oo ol L0 DO e L b e Lol i e b Lo




form prescribed by the Land Titles Act and/or the Land Registration Reform Act}’,
the Land Registrar is hereby directed to enter the Purchaser as the owner of the
subject real-property—identified—in—Schedule B-hereto(the—~Real Property?) in fee
simple, and is hereby directed to delete and expunge from title to the Real Property

all of the Claims listed in Schedule C hereto.

5. 4-THIS COURT ORDERS that, for the purposes of determining the nature
and priority of Claims, the net proceeds’ from the sale of the Purchased Assets
(the “Net Proceeds”) shall stand in the place and stead of the Purchased Assets,
and that from and after the delivery of the Receiver’s Certificate all Claims and
Encumbrances shall attach to the netproceeds—from—thesale—of the Purchased
AssetsNet Proceeds with the same priority as they had with respect to the
Purchased Assets immediately prior to the sale®, as if the Purchased Assets had
not been sold and remained in the possession or control of the person having that

possession or control immediately prior to the sale.

6. THIS COURT ORDERS that the Purchaser is hereby authorized and
directed on closing of the Transaction to pay the Net Proceeds to the Receiver on
behalf of Talon or as further directed in writing by the Receiver.

7. THIS COURT ORDERS that the Receiver is hereby authorized to hold the
Net Proceeds on behalf of Talon and to hold same subiject to a further order of this

Court.

8. 5-THIS COURT ORDERS AND DIRECTS the Receiver to file with the
Court a copy of the Receiver’s Certificate, forthwith after delivery thereof.







THIS COURT ORDERS that, notwithstanding:

(a) the pendency of these proceedings;

(b) any applications for a bankruptcy order now or hereafter issued
pursuant to the Bankruptcy and Insolvency Act (Canada) in respect
of any of the DebterDebtors and any bankruptcy order issued

pursuant to any such applications; and

(c) any assignment in bankruptcy made in respect of any of the

DebterDebtors;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall
be binding on any trustee in bankruptcy that may be appointed in respect of any of
the DebterDebtors and shall not be void or voidable by creditors of any of the

DebterDebtors, nor shall it constitute nor be deemed to be a fraudulent preference,
assignment, fraudulent conveyance, transfer at undervalue, or other reviewable
transaction under the Bankruptcy and Insolvency Act (Canada) or any other
applicable federal or provincial legislation, nor shall it constitute oppressive or
unfairly prejudicial conduct pursuant to any applicable federal or provincial
legislation.

10. &—THIS COURT ORDERS AND DECLARES that the Transaction is

exempt from the application of the Bulk Sales Act (Ontario).

11.  9-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 or desirable to give effect to this Order or to assist the Receiver and its
agents in carrying out the terms of this Order.




Schedule A — Form of Receiver’s Certificate

Court File No. ——CV-16-11573-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

BETWEEN:
PLAINTIEE
Lointi 6
JCF CAPITAL ULC
Applicants
-and —

DEFENDANT

Defendant

TALON INTERNATIONAL INC., MIDLAND DEVELOPMENT INC., 1456253 ONTARIO

INC., 2025401 ONTARIO LIMITED, BARREL TOWER HOLDINGS INC., HARVESTER

DEVELOPMENTS INC., TALON INTERNATIONAL DEVELOPMENT INC., TFB INC.
2263847 ONTARIO LIMITED AND 2270039 ONTARIO LIMITED

Respondents

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

RECEIVER’S CERTIFICATE
(WATEROUS AGREEMENT)

RECITALS

A. Pursuant to an Order of the Honourable INAME-OEJJDGE{Mr. Justice Hainey of
the Ontario Superior Court of Justice (the "Court)y-dated {PATE-OFE-ORDERLNAME-OF
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RECEIVER‘Court”) dated November 1, 2016 as amended and restated by order of the

Court dated December 20, 2016, FTI Consulting Canada Ltd. was appointed as the
receiver (the “‘Receiver’) of the undertaking, property and assets of {BEBTOR}(the
“DebterTalon International Inc. (“Talon”), Midland Development Inc., 1456253 Ontario

Inc., 2025401 Ontario Limited, Barrel Tower Holdings Inc., Harvester Developments Inc.,
TFB Inc., 2263847 Ontario Limited Talon International Development Inc., and 2270039

Ontario Limited (collectively, the “Debtors”).

B. Pursuant to an Order of the Court dated [PATEIMarch 16, 2017 (the “Sale

Approval Order”), the Court approved the sale transaction (the “Transaction”)
contemplated by an agreement of purchase and sale made-as-of [ PATE-OEAGREEMENT]
(the 'Sale'Waterous Agreement)—between—the—Receiver—{Debtor}—and—NAME—OFE
PURCHASER}(the"") between Talon as vendor and Janet Katherine Waterous as

purchaser (the “Purchasery’) dated as of February 19, 2016 and provided for the vesting
in the Purchaser of the Debter’s-right, title and interest_of the Debtors, and any right title

and interest of Harvester to which the Crown may have rights, in and to the Purchased
Assets, which vesting is to be effective with respect to the-Purchased Assets upon the

delivery by the Receiver to the Purchaser of a certificate confirming (i) the payment by the
Purchaser of the Purchase Price for the Purchased Assets_to the Receiver; (ii) that the
conditions to Closing as set out in section-e-of-the SaleWaterous Agreement have been
satisfied or waived by the Receiver and the Purchaser; and (iii) the Transaction has been

completed to the satisfaction of the Receiver.

C. Unless otherwise indicated herein, terms with initial capitals have the meanings

set out in the SaleWaterous Agreement_or the Sale Approval Order.

THE RECEIVER CERTIFIES the following:

1. The Purchaser has paid and the Receiver has received the PurchasePriceNet
Proceeds for the Purchased Assets payable on the irgUnit Transfer Date pursuant to
the SaleWaterous Agreement;

2. The conditions to Clesingclosing as set out in section—e—of-the SaleWaterous

Agreement have been satisfied or waived by the Receiver and the Purchaser; and



-0

3. The Transaction has been completed to the satisfaction of the Receiver.
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4. This Certificate was delivered by the Receiver at [TIME] on
[DATE].

INAME-OFRECEIVERIETI Consulting
Canada Ltd., in its capacity as Receiver of
the undertaking, property and assets of
PBEBTOR|Talon International Inc.,
Midland Development Inc., 1456253
Ontario Inc., 2025401 Ontario Limited
Barrel Tower Holdings Inc., Harvester
Developments Inc., TFB Inc., 2263847
Ontario Limited Talon International

Development Inc., and 2270039 Ontario
Limited, and not in its personal capacity

Per:

Name:
Title:



Schedule B — Purchased-AssetsReal Property

Firstly: 76279-0209 (LT): Unit 5, Level 19, Toronto Standard Condominium Plan

No. 2279 and its appurtenant interest; subject to and together with easements as
set out in Schedule A as in AT3197446; City of Toronto

Secondly: 76279-0033 (LT): Unit 32, Level 4, Toronto Standard Condominium Plan

No. 2279 and its appurtenant interest; subject to and together with easements as
set out in Schedule A as in AT3197446; City of Toronto




Schedule C - Claims to be deleted and expunged from title to Real Property

for both 76279-0209 (LT) & 76279-0033 (LT)
Instrument No. AT1599258 registered on October 9, 2007, being a Charge

in favour of BNY Trust Company of Canada
Instrument No. AT1599259 reqistered on October 9, 2007, being a Notice

of General Assignment of Rents — General in favour of BNY Trust Company
of Canada

Instrument No. AT1599260 registered on October 9, 2007, being a Charge

in favour of Midland Resources Holding Limited

Instrument No. AT1614823 registered on October 26, 2007, being a Charge

in favour of Lombard General Insurance Company of Canada

AT1614824 reqistered on October 26, 2007, being a Postponement

(Midland Resources Holding Limited to Lombard General Insurance
Company of Canada)

Instrument No. AT2050987 reqgistered on April 20, 2009, being a

Postponement (BNY Trust Company of Canada to City of Toronto)
Instrument No. AT2050988 reqgistered on April 20, 2009, being a

Postponement (BNY Trust Company of Canada to City of Toronto)
Instrument No. AT2050989 reqgistered on April 20, 2009, being a

Postponement (Midland Resources Holding Limited to City of Toronto)
Instrument No. AT2050990 reqgistered on April 20, 2009, being a

10.

Postponement (Lombard General Insurance Company of Canada to City of
Toronto)

Instrument No. AT3155593 registered on October 19, 2012, being a

11.

Postponement (Midland Resources Holding Limited to SP1 Nominee Inc.,
SP Nominee Inc. and Talon International Inc.)

Instrument No. AT3155657 registered on October 19, 2012, being a

12.

Postponement (Northbridge General Insurance Corporation to SP1
Nominee Inc., SP Nominee Inc. and Talon International Inc.)

Instrument No. AT3156473 registered on October 19, 2012, being a

Transfer of Charge from BNY Trust Company of Canada to Computershare
Trust Company of Canada

...continued




13. Instrument No. AT3156498 registered on October 19, 2012, being a Notice
of Assignment of Rents - General in favour of Computershare Trust

Company of Canada

14. AT3156688 registered on October 19, 2012, being a Postponement
(Computershare Trust Company of Canada to SP1 Nominee Inc., SP

Nominee Inc. and Talon International Inc.

15. AT450271 reqistered on March 3, 2017, being an Application to Register
Court Oder (Receivership)




Schedule D — Permitted Encumbrances, Easements and Restrictive
Covenants
related to the Real Property

(unaffected by the Vesting Order)
for both 76279-0209 (LT) & 76279-0033 (LT)

1. Plan 63BA1120 reqistered on January 6, 1978, being a Boundaries Act
Plan

2. Instrument No. AT944480 registered on October 7, 2005, being a Notice
(City of Toronto and Talon International Inc.)

3. Instrument No. AT1670733 registered on December 21, 2007, being a
Notice (City of Toronto and Talon International Inc.)

4. Instrument No. AT2050578 registered on April 20, 2009, being a Notice
(City of Toronto)

5. Instrument No. AT2604403 registered on January 21, 2011, being a
Transfer of Easement from Talon International Inc. in favour of Rogers
Communications Inc.

6. Instrument No. AT3045037 registered on June 14, 2012, being a Notice
(SP1 Nominee Inc., SP Nominee Inc. and Talon International Inc.)

7. Instrument No. AT3195529 registered on December 12, 2012, being a

Notice (Toronto Standard Condominium Corporation No. 2267 and Talon
International Inc. and Trump Toronto Hotel Management Corp.)

8. Instrument No. TCP2279 registered on December 13, 2012, being a
Standard Condominium Plan

9. Instrument No. AT3197446 registered on December 13, 2012 being a
Condominium Declaration (Talon International Inc.)

10. Instrument No. AT3232772 reqistered on February 6, 2013, being a
Condominium By-law (Toronto Standard Condominium Corporation No.

2279)

11. Instrument No. AT3232781 reqgistered on February 6, 2013, being a

Condominium By-law (Toronto Standard Condominium Corporation No.
2279)




12. Instrument No. AT3232787 registered on February 6, 2013, being a Notice
(Toronto Standard Condominium Corporation No. 2279 and Talon

International Inc.).




Court File No: CV-16-11573-00CL
JCF CAPITAL ULC - and - TALON INTERNATIONAL INC., MIDLAND DEVELOPMENT INC., 1456253 ONTARIO INC.
2025401 ONTARIO LIMITED, BARREL TOWER HOLDINGS INC., HARVESTER
DEVELOPMENTS INC., TALON INTERNATIONAL DEVELOPMENT INC., TFB INC.
2263847 ONTARIO LIMITED AND 2270039 ONTARIO LIMITED

Applicants Respondents

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

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
PROCEEDINGS COMMENCED AT TORONTO

APPROVAL AND VESTING ORDER
(WATEROUS)

CASSELS BROCK & BLACKWELL LLP
Scotia Plaza

2100 - 40 King Street West
Toronto, ON M5H 3C2

R. Shayne Kukulowicz
LSUC No.: 30729S

Tel: 416.860-6463
Fax: 416.640-3176

Email: skukulowicz@casselsbrock.com

Jane Dietrich

LSUC No.: 49302U
Tel:  416.860.5223
Fax: 416.640.3144

Email: jdietrich@casselsbrock.com

Lawyers for Receiver



mailto:skukulowicz@casselsbrock.com
mailto:jdietrich@casselsbrock.com

Document comparison by Workshare Compare on Thursday, March 09, 2017

9:29:28 AM

Input:

Document 1 ID

interwovenSite://CASSELS-DMS/Legal/39621709/1

Description #39621709v1<Legal> - Model Approval and Vesting Order
Document 2 ID  |interwovenSite://CASSELS-DMS/Legal/39621709/6
Description #39621709v6<Legal> - Approval and Vesting Order (Lusk)

Rendering set

Standard

Legend:

Insertion

Deletion

Moved-from

Moved to

Style change

Format change

Inserted cell
Deleted cell
Moved cell
Split/Merged cell
Padding cell
Statistics:

Count
Insertions 185
Deletions 112
Moved from 0
Moved to 0
Style change 0
Format changed 0
Total changes 297




JCF CAPITAL ULC - and -

Applicants

Court File No: CV-16-11573-00CL

TALON INTERNATIONAL INC., MIDLAND DEVELOPMENT INC., 1456253 ONTARIO
INC., 2025401 ONTARIO LIMITED, BARREL TOWER HOLDINGS INC., HARVESTER
DEVELOPMENTS INC., TALON INTERNATIONAL DEVELOPMENT INC., TFB INC.,
2263847 ONTARIO LIMITED AND 2270039 ONTARIO LIMITED

Respondents

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

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
PROCEEDINGS COMMENCED AT TORONTO

MOTION RECORD
(RETURNABLE MARCH 16, 2017)

CASSELS BROCK & BLACKWELL LLP
Scotia Plaza

2100 - 40 King Street West

Toronto, ON M5H 3C2

R. Shayne Kukulowicz

LSUC No.: 30729S

Tel: 416.860-6463

Fax: 416.640-3176

Email: skukulowicz@casselsbrock.com

Jane Dietrich

LSUC No.: 49302U

Tel: 416.860.5223

Fax: 416.640.3144

Email: jdietrich@casselsbrock.com

Lawyers for Receiver



	Insert from: "Receiver's Third Report (Waterous Sale Approval Service).pdf"
	1. Pursuant to the Order of the Honourable Mr. Justice Hainey (the “Initial Receivership Order”) of the Ontario Superior Court of Justice (Commercial List) (the “Court”) granted November 1, 2016 (the “Date of Receivership”), FTI Consulting Canada Inc....
	2. The proceedings were commenced by way of application under section 101 of the Courts of Justice Act, R.S.O. 1990, c. C.43, as amended (the “CJA”), and section 243 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), an...
	3. Pursuant to an Order of the Honourable Mr. Justice Hainey granted on November 9, 2016 (the “Representative Counsel Order”), Chaitons LLP was appointed as representative counsel (“Representative Counsel”) of the owners of hotel guestroom type condom...
	4. Pursuant to an Order of the Honourable Mr. Justice Hainey granted on November 14, 2016 (the “Supplementing Appointment Order”), the Initial Receivership Order was supplemented to, inter alia, extend the stay of proceedings to include any rights and...
	5. Pursuant to an Order of the Honourable Mr. Justice Hainey granted on December 20, 2016, the Initial Receivership Order was amended and restated to, inter alia, add certain assets to the definition of Property and require that the consent of the Rec...
	6. On January 4, 2017, the Honourable Mr. Justice Hainey granted an Order (the “Sale Procedure Order”) inter alia approving:
	(a) A procedure for the marketing and sale of the Property (the “Sale Procedure”);
	(b) The execution, nunc pro tunc, by the Receiver of an asset purchase agreement between the Receiver as vendor and the Secured Lender as purchaser (in such capacity, the “Purchaser”) dated December 21, 2016, for the sale of the Property (the “Stalkin...
	(c) The engagement of CBRE Limited (“CBRE”) as marketing and listing agent to assist in the implementation of the Sale Procedure pursuant to an agreement between the Receiver and CBRE dated November 1, 2016 (the “CBRE Engagement Agreement”).

	7. This, the Receiver’s third report (this “Report”), is to inform the Court on the following:
	(a) The receipts and disbursements of the Nominees for the period December 13, 2016 to February 28, 2017;
	(b) The  revised cash flow forecast of the Reporting Respondents, as hereinafter defined, for the period March 1, 2017 to May 31, 2017 (the “March 1 Forecast”);
	(c) The requests for consents to lift the stay of proceedings provided for in the Receivership Order and the consents granted by the Receiver for certain limited purposes;
	(d) The results of the Sale Procedure;
	(e) The Receiver’s motion (the “Waterous Sale Motion”) for an Order approving the sale of residential unit 4805 and a related locker (collectively, the “Waterous Unit”) in the Trump Tower Toronto pursuant to an agreement of purchase and sale dated Feb...
	(f) The Receiver’s motion (the “Service Motion”) for an Order for substituted service in the Receivership, including service of the Receiver’s motion for approval of the Stalking Horse Agreement, and dispensing with service for six Unit Purchasers (th...

	8. In preparing this Report, the Receiver has relied upon unaudited financial information of the Respondents, the Respondents books and records, certain financial information prepared by the Respondents and discussions with the Respondents’ management...
	9. Except as described in this Report:
	(a) The Receiver has not audited, reviewed or otherwise attempted to verify the accuracy or completeness of the Information in a manner that would comply with Generally Accepted Assurance Standards pursuant to the Chartered Professional Accountants of...
	(b) The Receiver has not examined or reviewed financial forecasts and projections referred to in this Report in a manner that would comply with the procedures described in the Chartered Professional Accountants of Canada Handbook.

	10. The Receiver has prepared this Report in connection with the Waterous Sale Motion and the Service Motion, both scheduled to be heard on March 16, 2017. The Report should not be relied on for other purposes.
	11. Future oriented financial information reported or relied on in preparing this Report is based on management’s assumptions regarding future events; actual results may vary from forecast and such variations may be material.
	12. Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian Dollars. Capitalized terms not otherwise defined herein have the meanings defined in the Receivership Order or the previous Reports of the Receiver.
	Pursuant to the Receivership Order, the Receiver is not in possession or control of the operations or cash flow of the Respondents, but does receive periodic reporting from the Talon, TFB, TIDI, 226 and 227 (collectively the “Reporting Respondents”). ...
	13. Explanations for the key variances in actual receipts and disbursements as compared to the December 13 Forecast are as follows:
	(a) An unfavourable timing variance of approximately $493,000 in sale proceeds arose because of a delay in collecting proceeds of pre-receivership sales of residential units;
	(b) An unfavourable timing variance of approximately $3.5 million in insurance proceeds arose because of a delay in collecting insurance settlements;
	(c) An unfavourable timing variance of approximately $375,000 in condo corporation receipts arose from delay in payments by the condo corporations as the reconciliation of amounts payable has not yet been completed;
	(d) A favourable permanent variance of approximately $34,000 in rents and deposits arose from the collection of certain amounts that had not been forecast;
	(e) An unfavourable timing variance of approximately $358,000 in the collection of sales tax recoveries;
	(f) A favourable timing variance of approximately $442,000 in construction costs arose primarily due to a delay in carrying out the work;
	(g) An unfavourable timing variance of approximately $71,000 in rent guarantee and deposit payments arose primarily as the amounts had been included in the “outstanding cheque clearing” line of the December 13 Forecast rather than the “rent guarantee ...
	(h) A favourable timing variance of approximately $155,000 in respect of taxes arose primarily from the delay in payment of an HST reimbursement to the Hotel Condo Corporation as the reconciliation of the amount to be reimbursed has not yet been compl...

	14. A copy of the March 1 Forecast is attached hereto as Appendix A.  The March 1 Forecast shows a net cash inflow, before proceeds of asset realizations, of approximately $2 million in the period March 1 to May 31, 2017. The March 1 Forecast is summa...
	15. There are no changes to the key underlying assumptions of the March 1 Forecast as compared to the December 13 Forecast, other than the assumption that the payment of property taxes will be deferred until after the closing of the Stalking Horse Agr...
	16. As the Court and the Service List were previously informed, no Qualified Phase I Bid other than the Stalking Horse Agreement was received by the Phase I Bid Deadline of 10:00 am on February 15, 2017. As a result, the Receiver determined that the S...
	17. A motion for the approval of the Stalking Horse Agreement has been scheduled for March 30, 2017, and the Receiver will provide a full report on the Sale Procedure in connection with that motion.
	18. A number of persons have requested a lifting of the stay of proceedings contained in the Receivership Order.  Although the marketing of the Property has now been completed, the Receiver has been advised by counsel to the Stalking Horse Bidder that...
	19. Given the limited time anticipated until closing of the transaction, if approval is granted, the Receiver has attempted to work with parties requesting a lifting of the stay of proceedings to permit initial steps to commence provided that such ini...
	(a) Levine Sherkin Boussidan, (“LSB”): on behalf of one Unit Purchaser requested the stay to be lifted in order to issue and serve a statement of claim (the “New Action”) and the Receiver consented to such provided that no other steps were taken in th...
	(b) Levine Sherkin Boussidan:  on behalf of approximately 17 different existing actions has requested a case conference to be scheduled to determine next steps in the contemplated summary judgement motions.  The Receiver has consented to such, provide...
	(c) Fogler Rubinoff LLP, (“Fogler”):  on behalf of six different Unit Purchasers has requested an entire lifting of the stay.  The Receiver’s counsel has spoken with both Fogler and Talon’s counsel to determine the next steps in this litigation.  The ...
	(d) Klein and Schonblum Associates (“Klein”):  On behalf of 2 unit purchasers has requested a lifting of the stay.  The Receiver’s counsel has spoken with both Klein and Talon’s counsel to determine the next steps in this litigation.  The Receiver und...
	(e) Midland Developments:  Counsel for Midland has requested that stay be lifted to issue and serve a statement of claim.  The Receiver has consented to the lifting of the stay for this limited procedural purpose (consistent with the requested of LSB ...
	(f) Northbridge: Counsel for Northbridge has requested that the stay be lifted to permit Northbridge access to the Designated Trust Accounts held with Harris Schaeffer, referred to as the Specified Trust Funds in the Receivership Order, to permit Nort...

	20. The Waterous Agreement, a copy of which is attached hereto as Appendix B with personal information and the financial terms redacted, is dated February 19, 2016. The sale did not close at that time, although the purchaser has been in interim occupa...
	21. At the January 4, 2017 hearing to approve the Sale Procedure, counsel for Waterous appeared and on consent of Waterous and the Stalking Horse Bidder, an endorsement was made by Mr. Justice Hainey that the Stalking Horse Agreement be amended to inc...
	22. The Receiver has had a number of discussions with the Stalking Horse Bidder and Waterous regarding how the Waterous Agreement should be handled in the context of the Stalking Horse Agreement. Rather than the Waterous Agreement being assumed by the...
	23. Accordingly, the Receiver issued the Closing Notice, subject to Court approval of the Waterous Agreement, on February 22, 2017, with closing scheduled to occur on March 29, 2017.
	24. If the Waterous Agreement is approved and the transaction closes, the requested Order provides that the proceeds of sale will be held by the Receiver subject to further Court order.  If the Stalking Horse Agreement is approved and closes, the proc...
	25. The terms and conditions of the Waterous Agreement are customary for a sale of this nature.  Given the significant number of other residential units that remain unsold, the Receiver proposes to maintain the confidentiality of the financial terms a...
	26. A commission of 2.5% of the purchase price is payable to Waterous’s agent on closing of the transaction under the Waterous Agreement.  The Senior Lender has consented to the payment of that commission.  Talon has informed the Receiver that other t...
	27. Section 247(b) of the BIA states:
	28. Pursuant to the leading cases0F , in reviewing a proposed sale of assets by a receiver, the Court should consider the following:
	(a) Whether the receiver has made a sufficient effort to obtain the best price and has not acted improvidently;
	(b) The interests of all parties;
	(c) The efficacy and integrity of the process by which offers have been obtained; and
	(d) Whether there has been unfairness in the working out of the process.

	29. As noted earlier in this Report, the Waterous Agreement was executed long before the appointment of the Receiver.  Accordingly, the Receiver had no involvement in the marketing of the Waterous Unit or the negotiation of the Waterous Agreement.  Ta...
	30. Talon has informed the Receiver that the purchase price in the Waterous Agreement, on a per square foot basis, is within the range of other sales completed for Residential Units in the Trump Tower Toronto.
	31. Based on the results of the Sale Procedure, the Senior Lender is the only party that could recover proceeds from the sale of the Property other than holders of Priority Claims, which Claims will be assumed by the Stalking Horse Bidder pursuant to ...
	32. Based on the foregoing, the Receiver is of the view that it is commercially reasonable to complete the sale of the Unit pursuant to the Waterous Sale Agreement.
	33. The efforts to market the Unit are described above.
	34. In the Receiver’s view, based on the information provided by Talon:
	(a) The marketing of the Unit was carried out in a manner typical of, and consistent with, marketing practices for a residential condominium unit of this nature;
	(b) The opportunity to acquire a Residential Unit in the Trump Tower Toronto was widely known; and
	(c) The process that resulted in the execution of the Waterous Agreement was fair, transparent and reasonable in the circumstances.

	35. As described in the Receiver’s First Report, the Senior Lender holds valid and enforceable security on the Property, including the Unit, and there are no registrations that predate that security.
	36. As noted earlier in this Report, based on the results of the Sale Procedure, the Senior Lender is the only party with an economic interest in the Property and has consented to the sale of the Unit pursuant to the Waterous Agreement.
	37. Accordingly, in the Receiver’s view, the completion of the Waterous Agreement represents the best available outcome for the Senior Lender and is not prejudicial to creditors ranking subordinate to the Senior Lender.
	38. Based on the information it has available, the Receiver has not identified any unfairness in the process leading to the proposed sale of the Unit.
	39. The Waterous Agreement is the highest and best transaction currently available in respect of the Unit. The marketing of the Unit and the consideration to be received under the Waterous Sale Agreement both appear to be fair and reasonable in the ci...
	40. Accordingly, the Receiver respectfully requests that the Court approve the Waterous Agreement and authorize the Receiver to complete the transaction contemplated therein.
	41. As the Receiver has not been in possession or control of the Property of the Respondents, the Receiver is of the view that it will require the assistance of Talon to complete the transaction contemplated by the Waterous Agreement.  Specifically, t...
	42. The Service Motion seeks an Order for substituted service in the Receivership, including service of the Receiver’s motion for approval of the Stalking Horse Agreement, and dispensing with service for six Unit Purchasers.
	43. The materials to be filed in respect of the Vesting Order Motion are voluminous and the list of parties on whom the Purchaser has requested service is extensive, incorporating a total of 285 parties.
	44. For cost efficiency and to minimize printing requirements, the Receiver proposes that service of any notice of motion, motion record, report, pleading, factum, draft order, document or other material in these proceedings (collectively, “Served Mat...
	45. A Service Letter shall:
	(a) Summarize the relief being requested or position being taken by the sending party;
	(b) Refer to a website where full copies of the Served Materials may be accessed, and
	(c) Provide an email address and telephone number where the sending party may be contacted to request a hard copy of the Served Materials.

	46. The Receiver previously served materials related to the motion for the approval of the Sale Procedure (the “Sale Procedure Motion”) on an extended list of parties, including on parties that executed, prior to the Receivership, agreements for the p...
	47. Service of the Unit Purchasers was attempted by courier but was unsuccessful for nine Unit Purchasers.  Counsel to the Purchaser has been successful in locating 3 of those Unit Purchasers but, despite extensive efforts as described in the affidavi...
	48. The Purchaser has requested that service of the Receiver’s motion for approval of the Stalking Horse Agreement be made on the Unit Purchasers as the Vesting Order – Hotel Transaction and the Vesting Order – Residence Transaction, each as defined i...
	49. As the Receiver is unable to effect service on the Unfound Unit Purchasers, the Receiver now seeks an Order dispensing with service on the Unfound Unit Purchasers.

	Insert from: "Receiver's Third Report (Waterous Sale Approval Service)001.pdf"
	1. Pursuant to the Order of the Honourable Mr. Justice Hainey (the “Initial Receivership Order”) of the Ontario Superior Court of Justice (Commercial List) (the “Court”) granted November 1, 2016 (the “Date of Receivership”), FTI Consulting Canada Inc....
	2. The proceedings were commenced by way of application under section 101 of the Courts of Justice Act, R.S.O. 1990, c. C.43, as amended (the “CJA”), and section 243 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), an...
	3. Pursuant to an Order of the Honourable Mr. Justice Hainey granted on November 9, 2016 (the “Representative Counsel Order”), Chaitons LLP was appointed as representative counsel (“Representative Counsel”) of the owners of hotel guestroom type condom...
	4. Pursuant to an Order of the Honourable Mr. Justice Hainey granted on November 14, 2016 (the “Supplementing Appointment Order”), the Initial Receivership Order was supplemented to, inter alia, extend the stay of proceedings to include any rights and...
	5. Pursuant to an Order of the Honourable Mr. Justice Hainey granted on December 20, 2016, the Initial Receivership Order was amended and restated to, inter alia, add certain assets to the definition of Property and require that the consent of the Rec...
	6. On January 4, 2017, the Honourable Mr. Justice Hainey granted an Order (the “Sale Procedure Order”) inter alia approving:
	(a) A procedure for the marketing and sale of the Property (the “Sale Procedure”);
	(b) The execution, nunc pro tunc, by the Receiver of an asset purchase agreement between the Receiver as vendor and the Secured Lender as purchaser (in such capacity, the “Purchaser”) dated December 21, 2016, for the sale of the Property (the “Stalkin...
	(c) The engagement of CBRE Limited (“CBRE”) as marketing and listing agent to assist in the implementation of the Sale Procedure pursuant to an agreement between the Receiver and CBRE dated November 1, 2016 (the “CBRE Engagement Agreement”).

	7. This, the Receiver’s third report (this “Report”), is to inform the Court on the following:
	(a) The receipts and disbursements of the Nominees for the period December 13, 2016 to February 28, 2017;
	(b) The  revised cash flow forecast of the Reporting Respondents, as hereinafter defined, for the period March 1, 2017 to May 31, 2017 (the “March 1 Forecast”);
	(c) The requests for consents to lift the stay of proceedings provided for in the Receivership Order and the consents granted by the Receiver for certain limited purposes;
	(d) The results of the Sale Procedure;
	(e) The Receiver’s motion (the “Waterous Sale Motion”) for an Order approving the sale of residential unit 4805 and a related locker (collectively, the “Waterous Unit”) in the Trump Tower Toronto pursuant to an agreement of purchase and sale dated Feb...
	(f) The Receiver’s motion (the “Service Motion”) for an Order for substituted service in the Receivership, including service of the Receiver’s motion for approval of the Stalking Horse Agreement, and dispensing with service for six Unit Purchasers (th...

	8. In preparing this Report, the Receiver has relied upon unaudited financial information of the Respondents, the Respondents books and records, certain financial information prepared by the Respondents and discussions with the Respondents’ management...
	9. Except as described in this Report:
	(a) The Receiver has not audited, reviewed or otherwise attempted to verify the accuracy or completeness of the Information in a manner that would comply with Generally Accepted Assurance Standards pursuant to the Chartered Professional Accountants of...
	(b) The Receiver has not examined or reviewed financial forecasts and projections referred to in this Report in a manner that would comply with the procedures described in the Chartered Professional Accountants of Canada Handbook.

	10. The Receiver has prepared this Report in connection with the Waterous Sale Motion and the Service Motion, both scheduled to be heard on March 16, 2017. The Report should not be relied on for other purposes.
	11. Future oriented financial information reported or relied on in preparing this Report is based on management’s assumptions regarding future events; actual results may vary from forecast and such variations may be material.
	12. Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian Dollars. Capitalized terms not otherwise defined herein have the meanings defined in the Receivership Order or the previous Reports of the Receiver.
	Pursuant to the Receivership Order, the Receiver is not in possession or control of the operations or cash flow of the Respondents, but does receive periodic reporting from the Talon, TFB, TIDI, 226 and 227 (collectively the “Reporting Respondents”). ...
	13. Explanations for the key variances in actual receipts and disbursements as compared to the December 13 Forecast are as follows:
	(a) An unfavourable timing variance of approximately $493,000 in sale proceeds arose because of a delay in collecting proceeds of pre-receivership sales of residential units;
	(b) An unfavourable timing variance of approximately $3.5 million in insurance proceeds arose because of a delay in collecting insurance settlements;
	(c) An unfavourable timing variance of approximately $375,000 in condo corporation receipts arose from delay in payments by the condo corporations as the reconciliation of amounts payable has not yet been completed;
	(d) A favourable permanent variance of approximately $34,000 in rents and deposits arose from the collection of certain amounts that had not been forecast;
	(e) An unfavourable timing variance of approximately $358,000 in the collection of sales tax recoveries;
	(f) A favourable timing variance of approximately $442,000 in construction costs arose primarily due to a delay in carrying out the work;
	(g) An unfavourable timing variance of approximately $71,000 in rent guarantee and deposit payments arose primarily as the amounts had been included in the “outstanding cheque clearing” line of the December 13 Forecast rather than the “rent guarantee ...
	(h) A favourable timing variance of approximately $155,000 in respect of taxes arose primarily from the delay in payment of an HST reimbursement to the Hotel Condo Corporation as the reconciliation of the amount to be reimbursed has not yet been compl...

	14. A copy of the March 1 Forecast is attached hereto as Appendix A.  The March 1 Forecast shows a net cash inflow, before proceeds of asset realizations, of approximately $2 million in the period March 1 to May 31, 2017. The March 1 Forecast is summa...
	15. There are no changes to the key underlying assumptions of the March 1 Forecast as compared to the December 13 Forecast, other than the assumption that the payment of property taxes will be deferred until after the closing of the Stalking Horse Agr...
	16. As the Court and the Service List were previously informed, no Qualified Phase I Bid other than the Stalking Horse Agreement was received by the Phase I Bid Deadline of 10:00 am on February 15, 2017. As a result, the Receiver determined that the S...
	17. A motion for the approval of the Stalking Horse Agreement has been scheduled for March 30, 2017, and the Receiver will provide a full report on the Sale Procedure in connection with that motion.
	18. A number of persons have requested a lifting of the stay of proceedings contained in the Receivership Order.  Although the marketing of the Property has now been completed, the Receiver has been advised by counsel to the Stalking Horse Bidder that...
	19. Given the limited time anticipated until closing of the transaction, if approval is granted, the Receiver has attempted to work with parties requesting a lifting of the stay of proceedings to permit initial steps to commence provided that such ini...
	(a) Levine Sherkin Boussidan, (“LSB”): on behalf of one Unit Purchaser requested the stay to be lifted in order to issue and serve a statement of claim (the “New Action”) and the Receiver consented to such provided that no other steps were taken in th...
	(b) Levine Sherkin Boussidan:  on behalf of approximately 17 different existing actions has requested a case conference to be scheduled to determine next steps in the contemplated summary judgement motions.  The Receiver has consented to such, provide...
	(c) Fogler Rubinoff LLP, (“Fogler”):  on behalf of six different Unit Purchasers has requested an entire lifting of the stay.  The Receiver’s counsel has spoken with both Fogler and Talon’s counsel to determine the next steps in this litigation.  The ...
	(d) Klein and Schonblum Associates (“Klein”):  On behalf of 2 unit purchasers has requested a lifting of the stay.  The Receiver’s counsel has spoken with both Klein and Talon’s counsel to determine the next steps in this litigation.  The Receiver und...
	(e) Midland Developments:  Counsel for Midland has requested that stay be lifted to issue and serve a statement of claim.  The Receiver has consented to the lifting of the stay for this limited procedural purpose (consistent with the requested of LSB ...
	(f) Northbridge: Counsel for Northbridge has requested that the stay be lifted to permit Northbridge access to the Designated Trust Accounts held with Harris Schaeffer, referred to as the Specified Trust Funds in the Receivership Order, to permit Nort...

	20. The Waterous Agreement, a copy of which is attached hereto as Appendix B with personal information and the financial terms redacted, is dated February 19, 2016. The sale did not close at that time, although the purchaser has been in interim occupa...
	21. At the January 4, 2017 hearing to approve the Sale Procedure, counsel for Waterous appeared and on consent of Waterous and the Stalking Horse Bidder, an endorsement was made by Mr. Justice Hainey that the Stalking Horse Agreement be amended to inc...
	22. The Receiver has had a number of discussions with the Stalking Horse Bidder and Waterous regarding how the Waterous Agreement should be handled in the context of the Stalking Horse Agreement. Rather than the Waterous Agreement being assumed by the...
	23. Accordingly, the Receiver issued the Closing Notice, subject to Court approval of the Waterous Agreement, on February 22, 2017, with closing scheduled to occur on March 29, 2017.
	24. If the Waterous Agreement is approved and the transaction closes, the requested Order provides that the proceeds of sale will be held by the Receiver subject to further Court order.  If the Stalking Horse Agreement is approved and closes, the proc...
	25. The terms and conditions of the Waterous Agreement are customary for a sale of this nature.  Given the significant number of other residential units that remain unsold, the Receiver proposes to maintain the confidentiality of the financial terms a...
	26. A commission of 2.5% of the purchase price is payable to Waterous’s agent on closing of the transaction under the Waterous Agreement.  The Senior Lender has consented to the payment of that commission.  Talon has informed the Receiver that other t...
	27. Section 247(b) of the BIA states:
	28. Pursuant to the leading cases0F , in reviewing a proposed sale of assets by a receiver, the Court should consider the following:
	(a) Whether the receiver has made a sufficient effort to obtain the best price and has not acted improvidently;
	(b) The interests of all parties;
	(c) The efficacy and integrity of the process by which offers have been obtained; and
	(d) Whether there has been unfairness in the working out of the process.

	29. As noted earlier in this Report, the Waterous Agreement was executed long before the appointment of the Receiver.  Accordingly, the Receiver had no involvement in the marketing of the Waterous Unit or the negotiation of the Waterous Agreement.  Ta...
	30. Talon has informed the Receiver that the purchase price in the Waterous Agreement, on a per square foot basis, is within the range of other sales completed for Residential Units in the Trump Tower Toronto.
	31. Based on the results of the Sale Procedure, the Senior Lender is the only party that could recover proceeds from the sale of the Property other than holders of Priority Claims, which Claims will be assumed by the Stalking Horse Bidder pursuant to ...
	32. Based on the foregoing, the Receiver is of the view that it is commercially reasonable to complete the sale of the Unit pursuant to the Waterous Sale Agreement.
	33. The efforts to market the Unit are described above.
	34. In the Receiver’s view, based on the information provided by Talon:
	(a) The marketing of the Unit was carried out in a manner typical of, and consistent with, marketing practices for a residential condominium unit of this nature;
	(b) The opportunity to acquire a Residential Unit in the Trump Tower Toronto was widely known; and
	(c) The process that resulted in the execution of the Waterous Agreement was fair, transparent and reasonable in the circumstances.

	35. As described in the Receiver’s First Report, the Senior Lender holds valid and enforceable security on the Property, including the Unit, and there are no registrations that predate that security.
	36. As noted earlier in this Report, based on the results of the Sale Procedure, the Senior Lender is the only party with an economic interest in the Property and has consented to the sale of the Unit pursuant to the Waterous Agreement.
	37. Accordingly, in the Receiver’s view, the completion of the Waterous Agreement represents the best available outcome for the Senior Lender and is not prejudicial to creditors ranking subordinate to the Senior Lender.
	38. Based on the information it has available, the Receiver has not identified any unfairness in the process leading to the proposed sale of the Unit.
	39. The Waterous Agreement is the highest and best transaction currently available in respect of the Unit. The marketing of the Unit and the consideration to be received under the Waterous Sale Agreement both appear to be fair and reasonable in the ci...
	40. Accordingly, the Receiver respectfully requests that the Court approve the Waterous Agreement and authorize the Receiver to complete the transaction contemplated therein.
	41. As the Receiver has not been in possession or control of the Property of the Respondents, the Receiver is of the view that it will require the assistance of Talon to complete the transaction contemplated by the Waterous Agreement.  Specifically, t...
	42. The Service Motion seeks an Order for substituted service in the Receivership, including service of the Receiver’s motion for approval of the Stalking Horse Agreement, and dispensing with service for six Unit Purchasers.
	43. The materials to be filed in respect of the Vesting Order Motion are voluminous and the list of parties on whom the Purchaser has requested service is extensive, incorporating a total of 285 parties.
	44. For cost efficiency and to minimize printing requirements, the Receiver proposes that service of any notice of motion, motion record, report, pleading, factum, draft order, document or other material in these proceedings (collectively, “Served Mat...
	45. A Service Letter shall:
	(a) Summarize the relief being requested or position being taken by the sending party;
	(b) Refer to a website where full copies of the Served Materials may be accessed, and
	(c) Provide an email address and telephone number where the sending party may be contacted to request a hard copy of the Served Materials.

	46. The Receiver previously served materials related to the motion for the approval of the Sale Procedure (the “Sale Procedure Motion”) on an extended list of parties, including on parties that executed, prior to the Receivership, agreements for the p...
	47. Service of the Unit Purchasers was attempted by courier but was unsuccessful for nine Unit Purchasers.  Counsel to the Purchaser has been successful in locating 3 of those Unit Purchasers but, despite extensive efforts as described in the affidavi...
	48. The Purchaser has requested that service of the Receiver’s motion for approval of the Stalking Horse Agreement be made on the Unit Purchasers as the Vesting Order – Hotel Transaction and the Vesting Order – Residence Transaction, each as defined i...
	49. As the Receiver is unable to effect service on the Unfound Unit Purchasers, the Receiver now seeks an Order dispensing with service on the Unfound Unit Purchasers.


