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o Tudraducfion

1.1 This fourteenth report of the Receiver (the “Fourtéenth Report™) is filed in support of a

miotion for an Order:

24320 |45
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authorizing the Receiver (defined belaw) 1o pay to Fasken Martinean
Dudonlin LLP (" Foskens™) the amount of $145,933.17 (the "REDI|
Payment™) in satisfaction of 6% of the amount invoiced by Faskens 1o
Muskoka Condominiom Corporation No. 62 (the “Condominiom
Corporation”) in respect of lepal fees and disbursements incurred for the
periad April 13, 2010 1o November 5, 2010 {the *Fees™) m respect of
negotintions underaken by the Ad Hoe Commattes of Unt Owners (the
“Ad Hoc Committee™) and the independent directors of the Condomaniom
Corporation (the “[ndependent Directors™) with the Receiver regarding the
petential acquisitien by the Condominium Corporstion of certain
commuercial assets of The Rosseou Resont Developments Inc. (“RRDI™ or

the “Company™ ), mndd

declanng that m the event that the Condominium Corpomtion becomes
[mhble tor the Fees. the remitinnee of the RRD Payment o Faskens by the
Keceiver safisties and discharges any Lability of the condominium units
{*“Urnits™) owned by RRDT {(the “REIN Linits™) to the Condominium
Corporatiomn in respect of the Fees, and that po furdwr amounis shall be
payable by RRDI or the Receiver, or any subsequent owner of any of the

BRRDI Usnite in respect of the Fees.
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2.8 Background o Motion

21 On May 22, 2008, the Ontario Superior Court of Justice (the “Court™) issued an order
appointing Alvarez & Marsal Canada ULC (“A&M™) and Meclniosh & Moerawetz Inc.
(now Alvarez & Mmsal Canada Ing) o wustee and inlénm receiver, respectively
{collectively the “Interm Recerver™ ). pursuant to Section 68 of the Construction Lien Act
(Ontaric) (“CLA™) and Scction 47(1) of the Barkruprcy and fsofvency Aef (Canada)
{“BIAT) of all the property, assets and undertakings (the “Assets”™) of RRDL On June 2,
WG, the Court izsued an Amended and Resated Appointment Order (the “Appoiniment
Order”) continuing the appointment of the Interim Recaiver and appointing A&M as
recerver and manager (the “Receiver and Manaper™) pursuant to Section 101 of the
Courts of Justice Act (Ontario) ("CJA™) and pursuant to the CLA of (he Asscls of RRDI

{the Interim Receiver and the Recewer and Manager collectively defined as the

“Haocoiwre ).

1
-2

All buckground materinls m respect of these proceedings. ineluding, among other things,
the Receiver’s past reporis to the Court and orders of the Cowt, can be found on the

Receiver's website al wwow alvarezandmarsal com/irossesn
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Terms of Reference

In preparing this Fourteenth Report the Receiver has relied on unandited financial
mformation prepared by the Company and the Company’s consultanis and advisors, the
Company s books and records and discussions with cenain remaiming cimployees of the
Company. The Receiver has not performed an audit or other verification of such
inlormalion. An examinolion of the Comaany’s fnanidial forecusts ss oullined in the
Canadisn [nstitute of Charered Accourtants Handbook has not been performed.  Future
oriented fnancial information relied on i this Fourteenth Beport 15 based on assumptions
regarding future events; acual results achieved may vary Irom this information and these
virtations muay b materinl.  The Receiver expresses no opinion or other form of
pssurance with respect 1o the accuraey of any financial information preseated in this
Fourteenth Report, or relied upon by the Beeerver in prepaning the Fourteenth Repors
All reforences to dollar figures contamed in the Fowrteenth Beport are in Canadinn

cirreney unless otherwise specified.
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4. Pavement of Fusken Fees

The Flotel

4.1 Ihix Assets of RRDI are generally comprised of all of the commercial operations of a
cendominium hotel known as The Rossear, a J.W. Mamiott Hetel and Spa. located on
Lake Rosseau, in Muskoks, Onmrio (be “Howel™), as well as 132 RRDI Units of the
Hevtel, and certain vacant development lands. Another 89 Units of the Hotel are owned
by individual Lnit Owners  The commercial operations of the Hotel inelude restaurants,
aspa,. a pool area, meeting and convention Facilities, a sewage treatment plant and water
treatment  facihies, as well as the entitlements and oblipations under a Hotel
Manpgement Agreement and related agreements with Marriolt Hotels of Canada Lid,,
and a rental pool structure poverned by rental posl management agreements between

REDT and Ulnst Chwoeers (idee “MNew BPERMMATL

The Dhxpate

4.2 As described in detall in the Resciver™s Eleventh Eeport daged May 12, 20100 (the
“Eleventh Report™), & dispute regarding the imterpretation of the New RPMAs was
initioted in March, 2000 by approximately 63 of the 89 Unit Owoners of the Howel (the

“Linit Owner Dispute™).

The Unit Ownrer Proposal

43 Asreported i the Eleventh Report, in April, 2010, the Ad Hoc Committee and the

Independent Directons approached the Receiver with a proposal 1o resolve the Unit
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Croner Dispuate which would include a proposed acquisition of the commercial operations

of the Hotel from KR by the Condominivm Corporation { the ~Acqusition Froposal ™),

4.4 By Order dated May 19, 2010 (the "May 1% Order™), Madam Justice Pepall authorized
the Receiver to suspend its Institutional Sales Process in order, among other things, 1o
contine discussions with the Ad Hoo Commines and Independent Dirsctors iegarding

the Acguisition Proposal, and to make further recommendations 1o the Court,

4.5 The Receiver has been engaged in discussions with the Ad Hoc Comminee and the
Inclependent Directors regording (he Acquis tion Proposal since approxamately April 13,

20140

The Legal Fees incurred by the Ad Hov Commitiee and the Imdependeni Directors

446  Upon commencing negotiations. the Ad Hoe Commiittee and the Independent Directors

antght and abitained legal sssistance from Faskens

4.7 As noted by the Receiver in its Twelfth Report, the Receiver continues w consider and
discuss with WestLB AL, New York Branch, the secured creditor with the primary
ceomomie inferest in the Assets, the vanous pptions for realization on the Asscls,
including the Acquisition Proposal. Nodetermination has vel been made [or
recommendation o the Court. 1 the Acquesitson Proposal proceeds, the Condominiom
Corporution would bave to take steps to formally retain Paskens fo represent it on the
Acquisiion Proposal. One of the necessary steps would be a motion to the Court, on
natice to all Unit Owners, for the appropriate anthorizations of the Receiver relating to

suizh a retarner.  This has not vet sccurred.
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4.3

4.9

4.10

4.11

4,12

Frskens has provided an invioice addressed to the Condominium Corpomtion. althoush its
retainer and the Condominum Corporation’s liability for that invoice will be sddressed at

a sitbsequent stage.

REDI 1s the owner of 132 of the 221 Units tat comprise the Hotel, and therefore
gocounts for approximately 60% of the wital ownership of Units, The Receiver has agreed
with the Ad Hoe Committee and Independent Directors, subject to ebtaming Courl
approval, that it is appropriate and foir for itw pay 60%% of the Feas incurred by Fagkens
in respert of the acquisiion discussions that have taken place 1o date. Sach discussions
were important for the Recever to be able to consider the Acqinsition Proposal in light of

ofher aliematives, Further, the May 1% Oreder directed such discussions v be undenaken.

The Receiver considers the Fees to be reasorable. The Receiver has reviewed the ntes

and time entries outlined on the myvoice rendered i respect of the Fees, and considers the

devoan ivaenced 1o be reasomable

The nepotiations that have been undertaken (o dafe bave boen conducted on a privilesed
and confidential basis, Assuch, the Recetver is not in a position (o disclose a copy of the
wvoice rendered to the Condomanium Corporation by Faskens, However, a copy ol the

imvoice will be made available to the Court for review on a sealed basis if requested.

Tor the extent that the Condomimiem Cocporation may became huble 1o Fuskens for the
bags, the RRIDN Payment accounts for that share of the obiligation for which the RRI0
Lipats wonld be liable o the Condomininm Corporation.  The Receiver therefore seeks o

declaration that any such lmbility of the RRD Units hos been discharged upon payment

124321145 Page €



o Faskens of the RRDI Payment, and that no further amounts shall be payable by RRTT

o the Keceiver or any subsequent owner of the REDL Units, in respect of the Fees.

4.13  Inthe evem that the Recerver determines that it intends to continue hscussions with the
Independent Directors and the Ad Hoe Comnitiee regarding the Acquisition Proposal,
the Becelver will reurn o Court for furler dinections repanding any Tuture legal cosis of

the Condominium Cerporation in respect of such an acquisition.
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30 Conclusiony angd Recomintendaiions

3.0 For the reasons outhned herein, the Receiver respectfully recommends that this

Henourable Court grant the Order as requested herein:

(@)  authonizng the Receiver o pay 1o Faskens the RRDI Fayment in
satisfection of 60%% of the Fees: and

(b}  declaring thar in the event that the Condominium Corporation becomes
lizble for the Fees, the remittance of the RRD Payment i Faskens by the
Receiver satisfies and discharges any liability of the RRDI Units 1o the
Condominium Corporution in respect of the Fees, and thal no further
amounis shall b2 payable by REDI or the Receiver, or any subsequent

owner of any of the REIM Units, in respeet of the Fees,

All of which is respectfully submitted, this ]75'- dav of December, 2010,

ALVAREE & MARSAL CANADA ULC &

ALVAREZ & MARSAL CANADA INC. IN THEIR CAPACITIES AS
CONSTRUCTION LIEN ACT TRUSTEE AND RECEIVER AND MANAGER,
AND INTERIM RECEIVER, RESPECTIVELY, OF THE ASSETS OF

THE ROSSEAL RESORT DEVELOPMENTS [N,

]

Per

o

Richiard & Morawelr
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