This is the 1%t Affidavit
of Tian Kusumoto in this case
and was made on May 22, 2024

ffi /' /’ » 200
No. - TJ JQOJ
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA
IN BANKRUPTCY AND INSOLVENCY

IN THE MATTER OF THE RECEIVERSHIP OF
ECOASIS DEVELOPMENTS LLP AND OTHERS

BETWEEN:

SANOVEST HOLDINGS LTD.

PETITIONER
AND:

ECOASIS DEVELOPMENTS LLP, ECOASIS BEAR
MOUNTAIN DEVELOPMENTS LTD., ECOASIS RESORT
AND GOLF LLP, 0884185 B.C. LTD., 0884188 B.C. LTD.,
0884190 B.C. LTD., 0884194 B.C. LTD., BM 81/82 LANDS
LTD., BM 83 LANDS LTD., BM 84 LANDS LTD., BM
CAPELLA LANDS LTD., BM HIGHLANDS GOLF COURSE
LTD., BM HIGHLANDS LANDS LTD., BM MOUNTAIN
GOLF COURSE LTD. and BEAR MOUNTAIN
ADVENTURES LTD.

RESPONDENTS
AFFIDAVIT
I, Tian Kusumoto, of 228 West 5™ Avenue, Vancouver, British Columbia, businessperson,

AFFIRM THAT:

1. I am a director of the Petitioner, Sanovest Holdings Ltd. (“Sanovest”) and have been since
February 2021. I am also, and have been since June 2021, a director of the Respondents that are
corporations, including Ecoasis Bear Mountain Developments Ltd. (“EBMD”), the managing

partner of the Respondents, Ecoasis Developments LLP (the “Developments Partnership”) and
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Ecoasis Resort and Golf LLP (the “Resort Partnership” and together with the Developments
Partnership, the “Partnerships™). Accordingly, I have personal knowledge of the facts deposed
to in this affidavit except where stated to be on information and belief, in which case I believe both

the statements and information to be true.

2. I make this Affidavit in support of Sanovest’s application to appoint a receiver and manager
in respect of the Partnerships and related companies which, collectively, own lands and operate a
resort property near Victoria, BC. The property is known as the Bear Mountain Resort and includes
two 18-hole golf courses and several parcels of land suitable for development (collectively, the
“Project”). Some of the Partnerships’ lands have been developed and/or sold since the Project
began in 2013, but the Partnerships continue to hold approximately 204 acres of land (not including

property for the golf courses).

3. Sanovest and 599315 B.C. Ltd. (“599”) are equal partners in the Partnerships and 599’s

principal, Daniel Matthews, is the other director of each of the Respondents that are corporations.

4, The primary funding for the Partnerships’ operations, and acquisition of assets has been
the Sanovest Loan (as defined in paragraph 34). The Resort Partnership generates revenue from
golf course and tennis operations, but thé Partnerships are currently unable to generate revenue
from the sale of real estate or developing their lands because, although the partners agree that the
Project has significant potential value, we have not reached consensus on the appropriate strategy
to realize on that value. This disagreement has led to litigation and an effective deadlock in the

Partnerships.

5. The debt owing to Sanovest (approximately $62 million) was due May 1, 2024. Despite
demand, the Developments Partnership and the Guarantors (as defined in paragraph 31) have not

paid the amounts owing to Sanovest.

6. Based on the following and described further below, Sanovest is concerned that there is a
risk of harm to stakeholders, and that a receiver is necessary and appropriate to safeguard the

Respondents’ assets and maximize value for stakeholders. These circumstances include that:
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599 has acknowledged that the Developments Partnership and the Guarantors will
be unable to meet their obligations to Sanovest unless the Respondents sell property

in a court-supervised process;

the Partnerships are in default of financial obligations to various other creditors and
are unable to pay significant debts coming due in the near-term, including property

taxes owed by the Nominee Guarantors (as defined in paragraph 16);

the Resort Partnership’s financial obligations include payroll every two weeks, and
there is a risk that it may not meet those obligations without access to additional

liquidity;

the Resort Partnership has a lease that is critical to operations that expires at the end
of June 2024, but there is currently no viable strategy in place to address either that

lease or the resulting impact on operations;

the Developments Partnership faces litigation from third parties arising from
alleged breaches of agreements and failure to pay, and it does not have sufficient

liquidity to satisfy judgments if made in those proceedings;

in respect of EBMD, it is the managing partner of the Partnerships and is a party to
agreements and litigation in that capacity, but has no assets or operations other than

a small interest in the Developments Partnership;

in respect of Bear Mountain Adventures Ltd. (“BMA™) the order sought is in
respect of one property that is subject to the Sanovest security and where its

property taxes are paid from the Sanovest Loan;

the partners and management have been unable to secure financing to advance the
Project or to agree on the appropriate‘ strategy to develop the Project, which has
hindered the Partnerships’ operations and ability to generate revenue or otherwise

advance the Project;

the Developments Partnership is embroiled in litigation involving the partners and

related parties, including: allegations of mismanagement or misconduct by the
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partners, which have impaired the parties’ ability to advance the Project and meet

the Partnerships’ and the Nominee Guarantors’ obligations; and

) there has been a breakdown in trust between the parties, demonstrated by, among
other things, cross-allegations of misconduct by and against the partners, including
me and Sanovest alleging mismanagement and misconduct by Mr. Matthews and/or
599 and 599 and Mr. Mathews asserting that Sanovest or I are interfering with the

Partnerships’ operations.

7. Mr. Matthews and I disagree on the appropriate process to sell the Partnerships’ property.
On May 10, 2024, 599 and Mr. Matthews filed a Notice of Application (the “599 Application™)
seeking orders that would subdivide, bundle, and sell certain properties that are subject to the

Sanovest mortgage.

8. As described further below, I believe that a comprehensive and coordinated approach is
required. I also believe that the Respondents require access to funds to conduct the process and
meet operating expenses. Sanovest is prepared provide those funds, but only if there is a receiver
with control of all of the assets to ensure the process and expenses are commercially reasonable

and that there is oversight of the process to safeguard stakeholder interests.
The Partnerships

9. In or about September, 2013, Sanovest and 599 formed the Developments Partnership for
the purpose of acquiring the lands and assets of the Bear Mountain Resort. At that time, my father,
Tom Kusumoto was a director of Sanovest and director of the corporate respondents. I replaced

him in those roles in 2021.

10.  Sanovest and 599 each hold 49.75% of the units in the Developments Partnership, but the
distribution structure is not entirely equal (the formula includes additional distributions for

Sanovest’s units).

11.  The Developments Partnership has the majority (99%) of the units of the Resort
Partnership.
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12. The Resort Partnership operates two 18-hole golf courses and tennis facilities at Bear

Mountain. These operations are currently the Partnerships’ sole source of revenue.

13.  The Partnerships are managed collectively. There is a small administrative office with staff
who do work for both Partnerships. The majority of the employees are employed by the Resort
Partnership, working specifically on the golf course operations (for instance, course maintenance

and landscaping).

14. EBMD is the managing partner of the Partnerships, and holds a small interest in the
Developments Partnership. Sanovest and 599 are equal shareholders in EBMD.

15. Mr. Matthews and I are the directors of EBMD, and Mr. Matthews is its President and
Chief Executive Officer. In this role, Mr. Matthews has exercised overall management of EBMD

and the Partnerships.

16.  The Partnerships hold land and assets through nominee companies, in particular the
Respondents, 0884185 B.C. Ltd. (“185”), 0884188 B.C. Ltd. (“188”), 0884190 B.C. Ltd. (“190),
0884194 B.C. Ltd. (“194”), BM 81/82 Lands Ltd. (“81/82”), BM 83 Lands Ltd. (“BM 83”), BM
84 Lands Ltd. (“BM 84”), BM Capella Lands Ltd. (“Capella”), BM Highlands Golf Course Ltd.
(“Highlands GC”), BM Highlands Lands Ltd. (“Highlands Lands” and together with Highlands
GC, “Highlands”), BM Mountain Golf Course Ltd. (“Mountain GC” and collectively, with 185,
188, 190, 194, 81/82, BM 83, BM 84, Capella and Highlands, the “Nominee Guarantors”).

17. Mr. Matthews and I are the directors of each of the Nominee Guarantors.

18.  Mr. Matthews and I have had various disagreements and disputes regarding, among other
things, the strategic direction for developing the Partnerships’ lands and appropriate financing
terms, either for a new facility or an extension of the Sanovest Loan Agreement (as defined in
paragraph 29). These disputes have impaired the Partnerships’ ability to generate revenue and have

resulted in multiple lawsuits by and among the parties.
Bear Mountain Adventures

19.  BMA operates independently of the Partnerships, but it has lands that are intended to
enhance and benefit the overall Project. The property is described further in paragraph 25.
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20. Mr. Matthews and I are the directors of BMA.
The Respondents’ Assets

21.  When the Partnerships began in 2013, their assets included two golf courses known as the
“Mountain Course” and the “Valley Course”, together with practice facilities and a 156-room hotel

operated under the name “Westin Bear Mountain Golf Resort and Spa” (the “Hotel”).

22.  In or about June 2019, the Partnerships sold the Hotel and the Resort Partnership entered
into a lease from the Hotel for the golf course clubhouse, pro shop, and space for storing and
charging golf carts (collectively, the “Course Facilities”). The lease expires on June 30, 2024. As
described in paragraph 71, I understand this lease is not being renewed or renegotiated, which will
be detrimental to revenue. As discussed in paragraph 76, I disagree with the decision not to

renegotiate or renew the lease with the Hotel.

23. At this time, the Partnerships’ assets are the golf course and tennis operations and the
nearby lands suitable for development, with a total area of approximately 204 acres (not including

the golf course lands of approximately 543 acres).

24.  For the benefit of the Partnerships, the Nominee Guarantors hold real property intended for
development. The properties are suitable for a variety of types of development, including single-

family homes and multi-unit structures.

25.  The Respondent BMA has title to a site known as the “Gondola Property” since it was
intended to be the location of a passenger gondola. This property was created following
subdivision of one of the Partnerships’ properties. Based on title searches, the property subdivided
was legally described as PID 025-695-118 (held by Mountain GC) and the subdivision created a
new title with PID 030-726-123. As described in paragraph 59, Mountain GC transferred the
Gondola Property to BMA for $1.

26.  The Gondola Property was intended to be the site for the base of a passenger gondola to
and from the top of Mount Finlayson. This gondola has not been constructed, but was intended to

enhance and benefit the Project.
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27.  Following the transfer to BMA, the Partnerships continued to pay the property tax owing
on the Gondola Property.

28. EBMD is the managing partner of the Partnerships, and has entered into various
agreements in that capacity, including holding a small interest in the Developments Partnership,

but it has no assets held for its own benefit or lands owned in its own name.
The Loan and Security

29. Sanovest has loaned funds to the Development Partnership pursuant to an agreement dated
October 8, 2013 (the “Original Loan Agreement”), as amended by the First Modification
Agreement dated June 15, 2016 (the “First Modification Agreement”) and the Second
Modification Agreement dated January 26, 2022 (the “Second Modification Agreement” and
together with the Original Loan Agreement and the First Modification Agreement, the “Sanovest

Loan Agreement”).
30.  Attached and marked as follows are true copies of the following documents:
(a) as Exhibit “A”, the Original Loan Agreement;

(b) as Exhibit “B”, the First Modification Agreement and consent and as Exhibit “C”,
the reaffirmation agreement dated June 15, 2016 in respect of the First Modification

Agreement (without schedules since they duplicate Exhibit B); and

(c) as Exhibit “D”, the Second Modification Agreement (without schedules since they
duplicate Exhibits A and B).

31.  Each of the Resort Partnership and Nominee Guarantors (together, the “Guarantors”)
have guaranteed all amounts owing to Sanovest from the Developments Partnership. Attached and
marked as Exhibit “E” are true copies of the Guarantees and Postponement of Claim executed by

each of the Guarantors (collectively, the “Guarantees”).

32.  The Sanovest Loan Agreement and the Guarantees are secured by, among other things:
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(a) a general security agreement dated October 8, 2013 (the “GSA”) in favour of
Sanovest executed by among others, the Developments Partnership, and the
Guarantors;

(b) mortgages dated October 8, 2013 (the “2013 Mortgages™) in favour of Sanovest
executed by the Nominee Guarantors; and

(c) modifications of the 2013 Mortgages that were executed in 2016.

33.  Attached and marked as follows are true copies of the following documents:

(a) as Exhibit “F”, the GSA;

(b) collectively, as Exhibit “G”, the 2013 Mortgages;

(c) as Exhibit “H”, a Beneficiary Authorization and Charge Agreement dated October
8, 2013 regarding property held for the benefit of the Developments Partnership;

(d) as Exhibit “I”, a Beneficiary Authorization and Charge Agreement dated October
8, 2013 regarding property held for the benefit of the Resort Partnership;

(e) as Exhibit “J”, the 2016 modifications of the 2013 Mortgages;

® as Exhibit “K”, an Irrevocable Authorization and Direction to Nominees dated
August 16, 2016 regarding property held for the benefit of the Developments
Partnership; and

(g) as Exhibit “L”, an Irrevocable Authorization and Direction to Nominees dated

August 16, 2016 regarding property held for the benefit of the Resort Partnership.

The Partnerships and Guarantors are Indebted to Sanovest

34.  Pursuant to the Sanovest Loan Agreement, Sanovest made multiple advances to the

Developments Partnership between October 8, 2013 and June 27, 2023 (collectively, the

“Sanovest Loan”). These advances include amounts for property taxes, including for the Gondola

Property in August 2022.
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35.  Attached and marked as Exhibit “M?” is a true copy of the Sanovest loan summary showing

all advances and payments made and the accrual of interest and certain costs.

36.  Pursuant to the Sanovest Loan Agreement, interest accrues quarterly and is added to the

Sanovest Loan.

37.  The last payment made towards the Sanovest Loan was on July 15, 2023 following a sale

of alot.
Refinancing Efforts

38.  Throughout, I have been open to the Partnerships obtaining third party financing. As
director of the corporate entities and director of Sanovest as partner, I believed that it was in the

best interests of the Partnerships that they first prepare a business plan and overall budget.

39, In letters from counsel in the summer of 2023, Mr. Matthews advised that he would be

seeking third party financing.

40. Between November 2023 and March 2024, through legal counsel, Mr. Matthews and
Sanovest exchanged term sheets regarding the Sanovest Loan. Mr. Matthews provided conditional
term sheets for potential replacement financing from a third-party lender, and Sanovest provided

term sheets for potential amendments to extend the maturity date of the Sanovest Loan Agreement.

41.  The partners were unable to agree on satisfactory terms for either replacement financing or
an extension of the Sanovest Loan. Most recently, I did not agree to the Partnerships advancing
the letter of interest for third-party financing because it was highly conditional, the amount was
insufficient to pay the Sanovest Loan in full (leaving several million owing to Sanovest) and it

required that Sanovest (and 599) guarantee the amounts owing to the new lender.
Payment Default to Sanovest

42.  Pursuant to the Second Modification Agreement, the parties extended the maturity of the
Sanovest Loan to May 1, 2024. The Developments Partnership failed to pay the Sanovest Loan on
May 1, 2024 and, on May 3, 2024, Sanovest made demand for payment from each of

Developments and the Guarantors.
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43.  As of the date of this Affidavit, none of the Developments Partnership or the Guarantors
have paid the amounts owing pursuant to the Sanovest Loan Agreement or the Guarantees, and
they continue to owe Sanovest approximately $62 million, plus interest and costs that continue to

accrue.
Covenant Defaults

44.  In addition to failure to pay the amounts owing, the Developments Partnership has failed
to perform various covenants under the Sanovest Loan Agreement. These failures are outlined in

letters from Sanovest’s counsel, but include:

(a) default of other payment obligations contrary to the terms of the Sanovest Loan

Agreement, as described below; and

(b) failure to provide financial reporting requested by Sanovest, including failure to
provide audited financial statements, and failure to provide any financial statements

since the year ended December 31, 2018.

45.  The covenant defaults around reporting have caused other issues and deficiencies,
including that EBMD has not provided T5013 statements of partnership income for the

Partnerships from 2019 to present since those require financial statements as an input.
Payment Defaults — Third Parties

46.  In addition to the amounts owing to Sanovest, the Partnerships are unable to meet their

obligations as they come due, including:

(a) The Partnerships have failed to pay approximately $542,000 for accounting and
legal services provided since 2022. The professionals associated with those
accounts have advised me and Mr. Matthews that they will discontinue services

because of this ongoing non-payment.

(b) The Developments Partnership defaulted in a $300,000 payment owing to the City

of Langford pursuant to an agreed payment plan. Due to this payment default, the
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City of Langford has commenced action against the Developments Partnership

seeking judgment of approximately $1.8 million

47.  Based on the Affidavit Mr. Matthews sworn May 10, 2024 in support of the 599
Application (the “Matthews Affidavit”), I believe that the Partnerships have significant payables

(collectively, approximately $2 million) owing to various vendors and creditors.

48.  Although the Partnerships have always met their payroll obligations, based on statements
by Mr. Matthews, including in the Matthews Affidavit, I believe that, in the coming weeks and

months, there is a risk that they will not have sufficient funds to pay these amounts.

49.  In addition to these amounts, property taxes owing on the lands held by the Nominee
Guarantors is approximately $1.6 million and will be due in early July. The Partnerships will be

unable to pay these amounts without additional funding.
Third Party Litigation Against the Developments Partnership

50. In addition to the claim by the City of Langford described in paragraph 45 above, [ am

aware of the following actions filed against the Developments Partnership:

(a) a claim filed by Gold Tee’s Developments Ltd. seeking judgment of $1.5 million,

based on alleged breaches of a settlement agreement; and

(b) a claim filed by Island West Coast Developments Ltd. seeking judgment of

approximately $2.1 million, based on an alleged breach of contract.

51.  The Developments Partnership does not have sufficient funds to pay the costs of defending
these actions, nor does it have sufficient funds to satisfy any judgments that might be issued in
those actions. However, Sanovest has agreed to, on behalf of the Developments Partnership and

as an additional loan, pay certain legal costs associated with the above actions.
Irreconcilable Differences Regarding the Business

52.  Mr. Matthews and I are unable to agree on how the Partnerships ought to operate and,

particularly, the best strategy to advance and monetize the Project.
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53.  In Sanovest’s capacity as partner in the Developments Partnership and my capacity as
director of the relevant corporate entities, I have always believed that the Partnerships should seek
to maximize the value of their assets, whether by lot sales, bulk site sales, site servicing, or vertical
development, including through further partnerships. I have frequently sought to have the
Partnerships engage professionals to assess how they can proceed with the development of the site

to maximize profitability.

54.  The Partnerships have not completed this analysis and Mr. Matthews has advised me that
he would prefer the sale of lots and bulk sale sites that would generate immediate profits. I have
not agreed to those sales since, without the complete analysis, I believe that the Partnerships may

have unrealized profits and/or be left with properties that are difficult to sell or develop.

55.  These differences, among other things, have resulted in contentious and unresolved
litigation between and among the Developments Partnership and its partners, including me and

Mr. Matthews. These actions started in 2022 and include:

(a) an action commenced by Sanovest against Mr. Matthews, Tom Kusumoto, EBMD
and Mountain GC in respect of alleged breaches of duties arising from alleged
undervalue transactions and transfers of to the detriment of Sanovest and the

Partnerships;

(b) an oppression petition commenced by Mr. Matthews and 599 against me, EBMD
and the Partnerships alleging that I have acted oppressively by allegedly refusing
to authorize third party financing and interfering in the Partnerships’ operations;

and

(©) an action commenced by 599 and the Partnerships against me, Sanovest, EBMD
and my personal corporation alleging, among other things, breaches of the terms of

the Partnerships.

56.  The 599 Application was filed in the oppression proceedings.
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Management Concerns Requiring Oversight from a Court-Officer

57. When I became a director of Sanovest and EBMD in June 2021, I received information
regarding the status and operations of the Partnerships and their finances. Based on that
information, [ became concerned about the management of the Partnerships and their finances, and

that this was detrimental to the Partnerships. My concerns were based on:

(a) limited and inadequate management procedures, including not having an overall

business plan or development budget;

(b) transactions that appear to be self-interested and transferred assets subject to
Sanovest’s security, which are the subject of the Sanovest claim described in

paragraph 55; and

(©) various covenant defaults under the Sanovest Loan Agreement, including those

described in paragraph 44.

58. More recently, and in addition to the above, my concerns are based on documents and
advice from the Partnerships’ employees that suggest Mr. Matthews has received unauthorized
funds from the Partnerships, and operations issues that are detrimental to the Partnerships’

business, each described further below.
Transactions Leading to the Sanovest Litigation

59. Shortly before and after I became a director of EBMD in June 2021, I became aware that
EBMD and Mountain GC had transferred property out of the Partnerships for no consideration or
inadequate consideration. These issues are the subject of the Sanovest claim described in paragraph
55. This litigation is unresolved, and the circumstances that led to the claim have caused me

concern regarding the management of the Partnerships.

60.  One part of the claim is that in 2019, Mountain GC transferred the Gondola Property to
BMA for $1. Attached and marked as Exhibit “N” is a true copy of the Form A transfer for this
transaction. Based on my familiarity with the Project, I believe that the market value listed on the
Form A transfer (approximately $120,000) understates the value of the property, and the difference

is likely substantial.
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Undocumented Management Fees

61.  When I became a director of Sanovest and EBMD in 2021, I learned that the Developments
Partnership, Mr. Matthews (through Ecoasis Innovative Communities Inc. (“EIC”)) received a
management fee of $15,000 per month, but that there was no written agreement. Although Mr.
Matthews has exercised overall management of the Partnerships, based on my involvement, it is

not clear what services are being provided in exchange for this management fee.

62.  In late 2022, I advised Mr. Matthews that he and the Developments Partnership ought to
have a formal agreement outlining his responsibilities and compensation and that, until such an
agreement was in place, Sanovest (as lender and partner in the Developments Partnership) would

not agree to such fees being paid.

63.  There have been no discussions regarding such an agreement, and there continues to be no
written agreement for management services from Mr. Matthews or EIC. Accordingly, since
January 2023, I have not authorized such payments. These fees are, in part, the subject of litigation

between Mr, Matthews and Sanovest.
Questions around Payments by the Resort Partnership

64.  In the summer of 2023, the Partnerships arranged for corporate credit cards. Prior to that
time, credit card payments were made on an American Express card issued to Mr. Matthews
personally. This card was paid automatically through the Resort Partnership’s bank account, but

includes at least some personal charges.

65.  The Resort Partnership has inadequate records regarding these expenses. At various points,
I asked Mr. Matthews to prepare expense reports, with backup documentation. Mr. Matthews

refused to do so.

66. In February 2024, I was advised by Ryan Mogenson, Land Development Manager with the
Partnerships and who works at the Partnerships’ administrative office, that Mr. Matthews was
taking cash receipts from the Resort Partnership and that this began in September 2023. Following
this advice, I received records suggesting that, between September 2023 and January 2024, Mr.
Matthews had received approximately $24,500 in cash.
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67.  Through counsel, Sanovest requested that Mr. Matthews return funds taken in cash or
personal expenses charged to the card paid by the Resort Partnership. Mr. Matthews denied taking

any funds and advised that all personal expenses had been reimbursed.
68. I was not satisfied by the response in the letters because:
(a) the explanations provided were not consistent with the documents that I received;

(b)  given the lack of records, I am concerned that neither the Resorts Partnership nor

Mr. Matthews can properly monitor and track expenses; and

(c) I had made multiple requests for backup documentation for expenses and did not

receive any documents supporting the expenses.
69.  Attached and marked as follows are:

(a) as Exhibit “O”, a true copy of the ledger showing the periodic total of cash receipts
of the Resort Partnership between January and March 2024,

(b) as Exhibit “P”, a true copy of Mr. Matthews’ American Express credit card
statement for the period July 25 to August 24, 2023;

(c) as Exhibit “Q”, a true copy of Mr. Matthews’ American Express credit card
statement for the period August 25, 2023 to September 24, 2023;

(d) as Exhibit “R”, a letter dated March 19, 2024 from Daniel Byma to Craig Ferris,
K.C. and Gordon Brandt; and

(e) as Exhibit “S”, a letter dated March 25, 2024 from Craig Ferris, K.C. to Daniel
Byma.

70.  The records attached as Exhibits O to Q were provided to me by Ryan Mogenson.
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Management Concerns - the Hotel Lease

71. As noted above, in or about June 2019, the Partnerships sold the Hotel. The Resort
Partnership then entered into a lease with the Hotel for the Course Facilities. The lease was not

renewed and will expire on its terms on June 30, 2024,

72. Without this lease, the Resort Partnership will lose access to the Course Facilities,
including space to charge its golf carts, which would be very detrimental to revenue. Golf carts are
critical to the golf course operations since the length and hilly terrain would deter guests from
golfing without carts. The Resort Partnership will also require alternate arrangements for space for

members and a pro shop.

73.  In April 2024, I spoke to David Clarke, who works in the finance department of the Hotel,
regarding the lease. Mr. Clarke advised me that the Hotel would agree to commercially reasonable
terms for an extension, but that they would not extend or renegotiate the lease if Mr. Matthews is

involved.

74. At Mr. Matthews’ direction, the Resort Partnership retained a contractor to construct new
charging/storage facilities (using shipping containers) that would not require the use of the Course
Facilities. The cost of this work is estimated to be at least $500,000. The work includes
reconfiguration of the golf course lands to use part of the driving range for storage of the carts and

new cart paths to accommodate the new location.

75. Work has begun on these facilities, but neither of the Partnerships have sufficient funds for

the existing invoices (approximately $70,000) or future work.

76. 1 do not agree with the decision to construct these new facilities instead of leasing the
existing Course Facilities from the Hotel. The work proposed by Mr. Matthews would not address
the requirements for a members’ space or pro shop and comes at significant costs that the

Partnerships are unable to pay.
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A Court-Appointed Receiver is Required

77. 1 believe that a receiver-manager is required to ensure that the Respondents’ assets are

safeguarded and their value maximized for the benefit of stakeholders. In the absence of this relief,

I am concerned that, among other things:

(a) the Respondents will remain unable to meet their obligations as they come due,
including forthcoming property taxes;

(b) the Partnerships are at risk of not making payroll and are entirely reliant on golf
course revenue to do so;

(©) the expiry of the lease necessary for the Course Facilities (including usable golf
carts), without a viable alternative, will exacerbate the Partnerships’ financial
position;

(d) the litigation surrounding the Partnerships, both third-party and within the
Partnership group, will distract from the work necessary to monetize the assets and
will increase holding costs;

(e) interest will continue to accrue on the Sanovest Loan; and

® the partners will continue to disagree on the best process to realize on the value of
the Respondents’ real property, which will impair realization efforts.

78.  As aresult of the forgoing, I believe that appointing a receiver is necessary to ensure that

the Respondents meet their obligations to stakeholders without further delay and that the process

is transparent, commercially reasonable, and fair.

AFFIRMED BEFORE ME at Vancouver, )
British Columbia, on May 22, 2024 )
)
)
) /}r
)
A Commissioner for taking Affidavits for )  TIAN KUSKMIOTO
British Columbia )
LISAHIEBERT

Barrister & Solicitor

Fasken Martineau DuMoulin LLP
2900 - 550 Burrard Strest
Vancouver, BC V6C 0A3

604 631 4977
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