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INTRODUCTION

I. On December 2, 2022 (the “Receivership Date”), following the Application of Bancorp
Financial Services Inc., Bancorp Balanced Mortgage Fund II Ltd. and Bancorp Growth
Mortgage Fund II Ltd. (collectively, “Bancorp”), the Honourable Justice D. Mah granted
an order (the “Receivership Order”), pursuant to which Alvarez & Marsal Canada Inc.
was appointed receiver and manager (the “Receiver”), without security, of all of Alvaro
Developers Inc. (the “Trustee”) and Alvaro Limited Partnership’s (the “Beneficial
Owner”, and together with the Trustee, “Alvaro”, the “Company”, or the “Debtor”)
current and/ future assets, undertakings and properties of every nature and kind whatsoever,
and wherever situate, including all proceeds thereof (the “Property”), pursuant to section
243(1) of the Bankruptcy and Insolvency Act, RSC 1985, ¢ B-3 (the “BIA”), and sections
13(2) of the Judicature Act, RSA 2000, c J-2, 99(a) of the Business Corporations Act, RSA
2000, ¢ B-9 and 65(7) of the Personal Property Security Act, RSA 2000, ¢ P-7 (such

proceedings referred to herein as the “Receivership Proceedings”).

2. The Receivership Order empowers and authorizes, but does not obligate, the Receiver to,
among other things, manage, operate, and carry on the business of the Debtor and to take
possession and control of the Property and any and all proceeds, receipts and disbursements
arising out of or from the Debtor, and to sell, convey, transfer, lease or assign the Property

or any part or parts thereof out of the ordinary course of business.

3. On March 29, 2023, this Honourable Court granted an order approving and/or directing, as
applicable, inter alia, the proposed sale and investment solicitation process (the “SISP”),
the unsigned sales agent listing agreement between Avison Young Commercial Real Estate
Services, LP and the Receiver, the revival of the Trustee as an Alberta Corporation, the
extension of the Beneficial Owner’s termination date, Daniel Astete-Cruz (“Mr. Cruz”) to
produce the Accounting Records (as defined in the First Report of the Receiver dated
March 21, 2023) to the Receiver by no later than April 15, 2023, and the conduct, actions,
and activities of the Receiver and of the Receiver’s counsel, Torys LLP (the “Receiver’s

Counsel”), and their fees and disbursements.



4. The purpose of this second report of the Receiver (the “Second Report” or “this Report”)

is to provide this Honourable Court with information in respect of the following:

a)

b)

d)

2

h)

)
k)

D

the activities of the Receiver since the First Report;

an update on the proposed sale of the Debtor’s Property, including an

application for an approval and vesting order;

the Receiver’s request to this Honourable Court to grant a Restricted Court

Access Order in respect of the Confidential Supplemental Report;

an update on the Receiver’s request for production of Accounting Records by

Mr. Daniel Astete-Cruz;

an update on the status on the temporary revival of the Trustee as an active
corporation on the Alberta Corporate Registry and extension of the Beneficial

Owner’s registered termination date;

the Final Statement of Receipts and Disbursements (as defined below) for the
period from March 18, 2022 to April 28, 2023 (the “Reporting Period”) and

the cumulative actual cash flow results since the Receivership Date;
the Forecast Receipts and Disbursements (as defined below);

the proposed final distribution of estimated remaining estate funds after the

Forecast Receipts and Disbursements;

approval of the Receiver’s undertaken and remaining actions, activities and
conduct, and approval of the Receiver’s fees and disbursements and those of

the Receiver’s Counsel;
the Receiver’s application for a discharge order;
destruction of records; and

the Receiver’s conclusions and recommendations.



5. Unless otherwise set forth herein, capitalized words or terms not defined or ascribed a
meaning in this Report are as defined or ascribed the meaning set out in the Receiver’s
First Report and Receivership Order.

6. All references to dollars are in Canadian currency unless otherwise noted.

TERMS OF REFERENCE

7. In preparing this Second Report, the Receiver has relied upon: (a) the representations of
certain management and other key stakeholders of the Debtor; and (b) financial and other
information contained in the Debtor’s books and records (to the extent the Receiver had in
its possession), which were produced and maintained principally by the Debtor. The
Receiver has not performed an audit, review, or other verification of such information.

8. The Receiver has not performed an audit, review or otherwise attempted to verify the

accuracy or completeness of the Company’s financial information that would wholly or
partially comply with Canadian Auditing Standards (“CASs”) pursuant to the Chartered
Professional Accountants Canada Handbook, and accordingly, the Receiver expresses no
opinion or other form of assurance contemplated under CASs in respect of the financial
information. Future oriented financial information relied upon in this Report is based on
the Receiver’s assumptions regarding future events and actual results achieved will vary

from this information and the variations may be material.

BACKGROUND AND OVERVIEW

10.

Alvaro’s registered business address is 223 Lakeside Greens Court, Chestermere, Alberta;
however, the principal assets of the Company are located at the proposed residential
building and land project site location — the municipal address of which is 426 and 430 3™
Avenue NE, Calgary, Alberta (the “Project Lands”).

Alvaro Developers Inc. is the registered owner of the Project Lands and buildings under
construction on the Project Lands (the “Project”). The Project is an initiated 20,500 square
foot multi-residential development located on approximately 0.37 acres of land. When

completed, the Project will consist of three (3) individual buildings, namely, the north



11.

12.

13.

building (“North Building”), and two south buildings (“South Building #1” and “South
Building #2”) (collectively, the “Buildings”). The proposed number of individual units in
the Buildings is currently 15 (13 townhomes and two condominium units), with 17 below
ground parking stalls located beneath the North Building. The Project has been stalled since
September 2022, largely as a result of a lack of funding and is currently approximately
30% to 40% complete. The parkade beneath the North Building and foundation of South
Building #1 is complete, and the North Building is completed to the “lock-up stage”.

Construction has not yet commenced on South Building #2.

According to the Alberta Corporate Registry search results, Alvaro Developers Inc. is the
general partner of the Beneficial Owner, a partnership which is scheduled to terminate on

August 1, 2023. Mr. Cruz is listed as the sole director of the Trustee.

As at the Receivership Date, based on Alvaro’s books and records and other financial
information available to the Receiver, Alvaro owes approximately $6.7 million consisting
primarily of: (a) a secured loan from Bancorp of approximately $4.6 million, (b) a secured
vendor take-back mortgage of approximately $1.1 million from 1788459 Alberta Ltd.
(“178”), and (c) unsecured debt of approximately $1.0 million outstanding to various

unsecured creditors of Alvaro.

Further background is contained in the materials filed in support of the Receivership Order.
These documents and other publicly filed Court materials in these proceedings, including
the Receiver’s First Report, have been posted on the Receiver’s website at:

www.alvarezandmarsal.com/alvaro.

ACTIVITIES OF THE RECEIVER

14.

Since the First Report, the Receiver’s activities have included, but are not limited to, the

following:

a) continued day-to-day management of operations of the Project, including with
respect to site supervision and payment of service providers for services

rendered and approved by the Receiver;



b)

d)

g)

h)

issuing payment to the City of Calgary for the Outstanding Property Taxes
Arrears (defined below);

engaging in communications with the Alberta Corporate Registry with respect
to the proposed revival of the Trustee and the extension of the Beneficial

Owner’s termination date registration;

engaging and providing instructions to the Receiver’s Counsel on various legal

matters in respect of the Receivership Proceedings;

engaging Avison Young Valuation & Advisory Services, LP (“Avison
Young”) to conduct a formal appraisal of the Project on an ““as-as, where-is”

sale scenario;

reviewing the unsolicited, non-binding offer that was extended by Honeywell
Development Corp. (“Honeywell”) to the Receiver in and around February

2023;

negotiating and executing an asset purchase and sale agreement with
Honeywell for the sale of the Project Lands and Buildings (the
“Transaction”), subject to court approval, including hosting various
discussions with Bancorp and its legal counsel in connection with such

negotiations and dealings; and

communicating with the second secured lender, 178, respecting the Receiver’s
decision to proceed with the Transaction, without conducting a formal sales
process, in light of the various valuation metrics the Receiver has obtained and

conducted on the Project Lands and Buildings.

Canada Revenue Agency (Potential Priority Claims)

15.  Based on the Receiver’s communication with the Canada Revenue Agency, the Receiver

understands that Alvaro filed GST returns on a quarterly basis up to and including March

31, 2021, and there are no GST amounts currently outstanding up to March 31, 2021. The



Receiver recently received a copy of the Accounting Records from Mr. Cruz and will file

all outstanding GST returns in due course.

Employee, Wage Earner Protection Program and s. 81.4(1) BIA Priority Claims

16.

Based on discussions with Mr. Cruz, the Receiver understands that Alvaro did not have
any employees as at the Receivership Date or within six months of the Receivership Date.
The Receiver has confirmed that this is correct with the Canada Revenue Agency (“CRA”)
and as such, the Receiver is not required to prepare Wage Earner Protection Program claim

packages.

Corporate Registration

17.

18.

19.

As discussed in the First Report, the Receiver conducted corporate searches for the Debtor

and found the following:

a) the Trustee’s annual returns for 2021 and 2022 were outstanding and the
Trustee was listed as an inactive corporation that has been struck from the

corporate registry; and
b) the Beneficial Owner’s termination date was listed as August 1, 2023.

In order to allow the Receiver sufficient time to conclude the Receivership Proceedings
and complete its administration of the Debtor’s estate, the Receiver requested, and was
granted by an Order of this Honourable Court, that the Trustee be reinstated as an active
corporation and the Beneficial Owner’s termination date be extended for a period of two

years.

On or around April 17, 2023, the Alberta Corporate Registry confirmed the temporary
revival of the Trustee and the extension of the Beneficial Owner’s termination date to

December 31, 2024.



Outstanding Property Taxes

20.

21.

As discussed in the First Report, the outstanding 2021 and 2022 property taxes due from
Alvaro to the City of Calgary total $38,620.33, which is comprised of property tax levies
of $33,559.70 and penalties and fees of $5,060.63 (the “Outstanding Property Tax

Arrears”).

On or around April 28, 2023, the Receiver issued payment for the Outstanding Property
Tax Arrears in order to avoid incurring further penalties and fees, which would ultimately
remain attached to the Property and become the liability of the owner of the Project Lands.
Bancorp confirmed it was in agreement with the Receiver’s payment of the Outstanding

Property Tax Arrears on this basis.

Request for Accounting Records

22.

23.

24.

Pursuant to the Order granted on March 31, 2023, Mr. Cruz was compelled to deliver a
copy of the Accounting Records to the Receiver by April 15, 2023. Mr. Cruz delivered a
backup of Alvaro’s QuickBooks accounting system to the Receiver on April 26, 2023.

The Receiver is currently unable to view the Accounting Records as they require access to
QuickBooks. While the Receiver is unable to confirm the contents of the QuickBooks
backup, the Receiver understands, based on its discussion with Mr. Cruz, that it contains
the financial records of the Debtor. The Receiver has contacted Mr. Cruz and requested
that pdf copies of the Accounting Records be provided as they are required in order for the

Receiver to complete its administration of the estate.

The Receiver has received a request from 178 to deliver certain of the Debtor’s books and
records, including bank statements and other financial information so that it may be able
to independently review the flow of funds within the estate at their discretion. The Receiver
advised that it did not have any concerns to deliver this information to 178, however, the
Receiver believes it would be appropriate to receive approval from this Honourable Court
to do so. As a result, the Receiver is seeking an order from this Court to authorize the

release of certain Debtor’s information to 178. In light of the fact that the Receiver has not

10



viewed the contents of the QuickBooks backup, the Receiver also plans to enter into a non-

disclosure agreement with 178 prior to delivering the requested books and records.

SALE OF THE PROJECT TO HONEYWELL

Overview

25.

26.

27.

As noted in the Receiver’s First Report, in or around February 2023, the Receiver was
made aware of an unsolicited, non-binding offer submitted by Honeywell to Bancorp to
purchase the Project. The consideration being offered by Honeywell appeared to be an
attractive and competitive offer in comparison to the range of values that were outlined in
the Receiver’s confidential Estimated Realization Analysis, which was appended to the
First Report as a confidential appendix; however, the Receiver did not receive the offer for

its consideration from Bancorp on March 24, 2023.

On March 28, 2023, the Receiver contacted Honeywell directly to explain the Receiver’s
role in the Receivership Proceedings and requested that Honeywell direct any further
communication to the Receiver regarding its interest in purchasing the Project Lands and
Buildings. The Receiver was advised that Honeywell is represented by Maxwell Central as
its sales agent. The Receiver was also informed that Tink Real Estate International
(“Tink”) was in communication with Maxwell Central and communicated directly with
Bancorp regarding the Honeywell offer. Tink was previously Alvaro’s real estate advisor,
but since the Receivership Date (as discussed in greater detail below), the Receiver never

affirmed nor selected Tink to act as its sales agent in these proceedings.

On March 29, 2023, Honeywell presented its unsolicited offer directly to the Receiver. The
consideration included in Honeywell’s offer was the same as the consideration provided in
the unsolicited offer that was previously presented to Bancorp. The Receiver, in
consultation with Bancorp, negotiated an asset purchase and sale agreement (the “Sale
Agreement”) directly with Honeywell with respect to the Project Lands and Buildings and
executed the Sale Agreement, which is subject to approval by this Honourable Court, on
April 28, 2023. A copy of the redacted version of the Sale Agreement is attached as
Appendix A.

11



28.

29.

30.

As outlined in the Sale Agreement, the Transaction contemplates the Projects Lands and
Buildings to be transferred to Honeywell upon closing (and subject to Court approval) and
the Receiver, with the support of Bancorp, will pay a commission to Maxwell Central as
the sales representative for Honeywell. As noted in the First Report, the Receiver initiated
a request for proposals for a marketing agent to represent the Receiver, should there be a
sale process and selected Avison Young. Avison Young did not however represent the
Receiver on this contemplated Transaction. As such, there will be no commissions paid to
any other sales agent, other than Maxwell Central. Ultimately, the Receiver did not execute
a listing agreement with Avison Young as originally contemplated, due to the fact that it

had received this unsolicited offer.

Due to the confidential nature of the information provided in the Sale Agreement, the
Receiver is concerned that, if the information disclosed in the Sale Agreement is disclosed
to third parties prior to the closing of the transaction, the disclosure could materially
jeopardize the sale, or if the sale does not close, could materially jeopardize subsequent
efforts to market the Project. As such, the Receiver is respectfully of the view that it is
appropriate for this Honourable Court to seal the Confidential Supplemental Report to the
Receiver’s Second Report in accordance with the proposed form of the Restricted Court
Access Order accompanying the Receiver’s application (the “Restricted Court Access

Order”) as it contains:
a) the Receiver’s analysis on the Sale Agreement;
b) the “as-is, where-is” appraisal conducted by Avison Young; and

c) the unredacted contents of the Sale Agreement, including purchase price and

deposit amount.

The Receiver considered the following when assessing the offer from Honeywell with
respect to the Project, and believes that the approval of the Sale Agreement is in the best

interest of all stakeholders for the following reasons:

a) the Receiver’s authority to sell the Property of the Company in accordance

with paragraph 3(1) of the Receivership Order;

12



b)

d)

2

h)

the appraisal provided by Avison Young;

the Receiver acted in good faith and with due diligence and has made
significant efforts to extract the best price with Honeywell for the Project,

given the circumstances;

a deposit of 8.75% of the cash component of the purchase price has been
remitted but not yet received by the Receiver, and will be held in trust by the
Receiver and shall be releasable in accordance with the terms of the Sale

Agreement;

Bancorp, as the fulcrum creditor, along with 178 (as second secured creditor)

have advised their support of the Sale Agreement;

Mr. Cruz’s (as the owner of the Project and guarantor of Bancorp’s secured
debt) counsel informed the Court previously that his client was supportive of
Honeywell’s initial unsolicited offer at the Receiver’s application on March
29, 2023, and the key terms of the transaction in the Sale Agreement are

substantially the same;

the Sale Agreement was negotiated between the respective parties at arm’s
length in good faith and is commercially reasonable under the circumstances;

and

after reviewing the appraisal for the Project conducted by Avison Valuations,
the Receiver is of the opinion that the offer submitted by Honeywell is a

commercially reasonable “as is, where is” offer.

31.  After consideration of the above, the Receiver is seeking and order approval of the Sale

Agreement (the “Approval and Vesting Order”).

13



PROPOSED SISP PROCESS

32.

33.

34.

The SISP was approved by this Honourable Court pursuant to the Order granted on March
29, 2023, which was contemplated to proceed in the event that the transaction between the

Receiver and the Honeywell did not materialize.

Based on the Receiver’s previous analysis as outlined in the First Report, including its
review of the recent appraisal obtain provided by Avison Young for the Project Lands and
Buildings, the Receiver believes that, in this circumstances, accepting the Sale Agreement
is appropriate. The Receiver does not believe that it will be able to generate any offer that
would be materially greater than the Sale Agreement, and the cost to the administration of
the estate to implement such a SISP would outweigh any potential benefit in seeing if such

offers may exist.

Bancorp is owed $5,275,514.15 and the purchase price in the Sale Agreement will not (as
outlined in the Confidential Appendix) full pay out Bancorp’s outstanding secured debt,
including any borrowings that the Receiver obtained from Bancorp in these Receivership
Proceedings. As such, Bancorp is considered to be the fulcrum creditor and the most
significant stakeholder in these proceedings. Bancorp has advised the Receiver that it is

strongly supportive of the Sale Agreement.

RECEIVER’S DEALINGS WITH TINK

35.

36.

The Receiver was first made aware of Tink’s prior involvement with Alvaro at the initial
application for the Receivership Order. Mr. Thomas Keeper (“Mr. Keeper”), the CEO of
Tink, was present at the initial application and made certain comments to the Court with
respect to the Project along with expressing its desire to continue to act as the sales agent
of Alvaro. Mr. Keeper also made comments about an unsolicited offer that had been
submitted to Alvaro prior to the Receivership Proceedings. The Receiver followed up on
this offer shortly after the Receivership Date and confirmed that the interested party was

no longer willing to proceed with a sale.

Shortly after the Receivership Date, the Receiver contacted Tink to obtain additional

information on the Project and advised Mr. Keeper that the Receiver would not be

14



37.

38.

assuming Tink’s listing agreement with Alvaro as the Receiver intended to initiate a request
for proposal for offers from other sales agents to act for the Receiver. The Receiver
extended the offer to Tink to submit its interest and proposal to the Receiver for its
consideration, as discussed in the First Report. On March 6, 2023, the Receiver contacted
Mr. Keeper and informed him that the Receiver had completed its final review and analysis
of Tink’s proposal to act as the Receiver’s sales agent, and determined that it would not be

accepting Tink’s proposal.

Shortly after the Receiver advised Tink it would not be accepting their proposal, the
Receiver became aware that Tink was engaging in various discussions with Bancorp and
Honeywell with respect to Honeywell’s unsolicited offer and was purporting to be the
Alvaro’s sales agent, with the support of Mr. Cruz. As previously discussed, the Receiver
informed Honeywell to direct any communication with respect to their offer directly to the

Receiver on March 28, 2023.

The Receiver understands that there were no transactions entered into with Alvaro and Tink
prior to the Receivership and that no monies were owed to Tink. If there were monies
owing or potentially to Tink, the Receiver believes they would be an unsecured claim

against the Company.

RECEIVER’S BORROWINGS

39.

40.

Pursuant to paragraphs 18 to 20 of the Receivership Order, the Receiver has been
empowered to borrow up to $500,000 (or such greater amount as the Court may further

order).

During the Receivership Proceedings, the Receiver issued $405,000 in Receiver’s
Certificates to Bancorp at a notional rate per annum equal to the rate of 5.30%above the

prime commercial lending rate of the Bank of Canada:
a) Receiver’s Certificate No. 1 (January 18, 2023): $92,000;
b) Receiver’s Certificate No. 2 (February 22, 2023): $90,000;

¢) Receiver’s Certificate No. 3 (March 13, 2023): $73,000; and
15



d) Receiver Certificate No. 4 (April 26, 2023): $150,000.

41.

appears to be market and commensurate in comparison to the Receiver’s borrowings in

other insolvency proceedings of this nature and, as a result, the Receiver believes that the

rate is fair and reasonable under the circumstances.

42.

interest thereon calculated and compounded monthly not in advance on the last day of each

month at a notional rate per annum equal to the rate of 5.30% above the prime commercial

lending rate of the Bank of Canada.

FINAL RECEIPTS AND DISBURSEMENTS

43.

Alvaro during the Reporting Period (the “Final Statement of Receipts and

Disbursements”):

Alvaro Developers Inc. (in receivership)
Final Statement of Receipts & Disbursements
December 2, 2022 to April 28, 2023

Based on the Receiver’s experience, the notional financing rate charged by Bancorp

The terms of Receiver’s Certificates No. 1 — 4 are payable on demand by Bancorp with

The following is a statement of the Receiver’s receipts and disbursements in respect of

CAD $'s First Report Reporting Period Total
Dec 2/22 to Mar 18/23 to Dec 2/22 to
Mar 17/23 Apr 28/23 Apr 28/23

Opening bank balance $ - $ 13,769 $ -
Receiver's certificate (borrowings) 255,000 150,000 405,000
Receipts

Bank deposit interest 143 64 207
Total receipts $ 255143 $ 150,064 $ 405,207
Disbursements

Property Taxes - 39,384 39,384

Site utilities and maintenance 10,621 4,007 14,628

Insurance 5,000 - 5,000

General & administrative costs 8,473 4,180 12,653

GST payments 10,764 5,737 16,501

OSB Fees 146 - 146

Professional fees and costs

Receiver's fees 122,617 44,248 166,866
Receiver's Counsel's fees 83,753 62,410 146,163

Total disbursements $ 241,374 $ 159,966 $ 401,340
Ending cash balance 13,769 $ 3,867 $ 3,867
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44, There was approximately $13,800 of opening cash available at the start of the Reporting
Period.

45. The Receiver has collected approximately $150,000 relating to:

a) the Receiver’s borrowings of $150,000 during the Reporting Period (the
Receiver is authorized to borrow up to $500,000 pursuant to the Order granted

on December 2, 2022); and
b) $64 in interest on cash deposits in the Receiver’s trust account.

46. The Receiver made disbursements of approximately $160,000 during the Reporting Period,

relating primarily to:

a) payment for approximately $39,400 to the City of Calgary for Outstanding
Property Tax Arrears;

b) site utilities and maintenance costs of approximately $4,000 relating to the

Project Lands security, perimeter fence rental and electricity costs;

c) general and administrative costs of approximately $4,200 related to the

appraisal prepared by Avison Young;
d) GST paid on disbursements of approximately $5,700; and

e) professional fees and costs of the Receiver and the Receiver’s Counsel of
approximately $110,700 that were paid in the Reporting Period and relating to
the period of March 1, 2023 to March 31, 2023.

47. Total cash on hand as at April 28, 2023 was $3,867.

17



FORECAST RECEIPTS AND DISBURSEMENTS

48.  The table below provides a summary of the remaining estimated forecast receipts and
disbursements to be collected and paid by the Receiver (the “Forecast Receipts and

Disbursements”):

Alvaro Developers Inc. (in receivership)
Forecast Statement of Receipts & Disbursements

April 29, 2023 to Discharge

CAD $§'s
Opening bank balance $ 3,867
Receipts
Honeywell Sale Agreement deposit  Pending Court Approval
Other receipts 16,501
Total receipts $ 16,501
Disbursements
Site utilities and maintenance 12,586
Professional fees and costs 75,000
Honeywell Sales Agent commission Pending Court Approval
Contingency 15,000
$ 102,586
Total disbursements
Ending cash balance $ (82,219)
—
49.  Forecast receipts include the following:

a) Honeywell’s deposit of 8.75% of the purchase price, releasable in accordance

with the terms of the Sale Agreement, which is pending Court approval; and

b) other receipts, which relate to a forecast GST refund from CRA of

approximately $16,500.
50. Forecast disbursements of approximately $102,600, primarily relating to:

a) site utilities and maintenance costs of approximately $12,500 related to forecast
and incurred costs for security, perimeter fence rental and electricity costs until

the closing date of the Sale Agreement;

18



b) estimated forecast professional fees and costs of the Receiver and its legal
counsel totalling $75,000, in the approximate amounts of $37,500 each, to
complete the Receivership Proceedings. The Receiver notes that this is an
estimate which may increase or decreasing depending on the final
administrative matters concerning these proceeding or should there be

additional time required to address any unforeseen issues that may arise;

c) commission payable to Honeywell’s sales agent (Maxwell Central) upon

closing of the Sale Agreement; and

d) a contingency fee for any unknown and unanticipated costs of $15,000.

PROPOSED FINAL DISTRIBUTION

51.

52.

53.

Pursuant to paragraph 13 of the Receivership Order, the monies collected during the
Receivership Proceedings shall be held by the Receiver to be paid or distributed in

accordance with the terms of the Receivership Order or any order of this Court.

As discussed in the First Report, the Receiver’s Counsel has provided a security opinion to
the Receiver, which provides that, subject to the qualifications and assumptions set forth
therein, the security documents of Bancorp create a valid security interest in favour of
Bancorp, as applicable, in the personal property described therein in which the Debtor
presently has rights and are sufficient to create a valid security interest in favour of Bancorp
in any such personal property in which the Debtor acquires rights when those rights are
acquired by the Debtor to secure payment and performance of the obligations described in
such security document as being secured by it and that Bancorp’s mortgage registered
against the Project Lands creates in favour of Bancorp a mortgage charge of the Project

Lands subject only to the prior registered encumbrances, liens, or interests.

If the forecast receipts (as outlined in the Forecast Receipts and Disbursements) are
collected, the Receiver recommends making a final distribution to Bancorp as repayment
of the overall indebtedness owing to Bancorp. The final distribution would be made from

the estimated forecast ending cash balance after the collection of the Honeywell deposit
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and payment of the Honeywell sales agent commission. The unredacted Forecast Receipts

and Disbursements can be found in the Confidential Appendices.

APPROVAL OF FEES AND EXPENSES

54.

55.

56.

57.

58.

59.

60.

The Receiver previously sought and obtained approval from this Honourable Court of the
Receiver’s and the Receiver’s Counsel’s professional fees, disbursements and costs

incurred since the Receivership Date (December 2, 2022) to February 28, 2023.

The Receiver seeks further approval from this Honourable Court of its, and those of the
Receiver’s Counsel’s fees and disbursements, from March 1 to March 31, 2023, pursuant

to paragraphs 18 to 20 of the Receivership Order.

Professional fees and expenses rendered by the Receiver from March 1 to March 31, 2023
total $44,248.37 (exclusive of GST) (the “Receiver’s Fees and Costs”). The accounts will

be made available upon request and are summarized in Appendix B to this Report.

Professional fees and expenses rendered by the Receiver’s Counsel from March 1, 2023 to
March 31, 2023 total $62,409.50 (exclusive of GST) (the “Receiver’s Counsel’s Fees and
Costs”). The accounts will be made available upon request and are summarized in

Appendix C to this Report.

The accounts of the Receiver’s and the Receiver’s Counsel outline the date of the work
completed, the description of the work completed, the length of time taken to complete the

work and the name of the individual who completed the work.

The professional fees and costs of the Receiver and the Receiver’s Counsel for December
2, 2022 to March 31, 2023 have been paid and are reflected in the actual cash flow receipts

and disbursements discussed above.

The Receiver and the Receiver’s Counsel’s estimated fees and costs to complete this
engagement (April 1 to discharge) are estimated at approximately $75,000 (the “Forecast

Fees and Costs™), which include fees and costs incurred but not paid.
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61.

The Receiver respectfully submits that its professional fees and disbursements and those
of the Receiver’s Counsel are fair and reasonable in the circumstance and as outlined in
this Report and respectively requests that this Court approve the Receiver’s Fees and Costs

and the Receiver’s Counsel’s Fees and Costs and the Forecast Fees and Costs.

APPROVAL OF CONDUCT AND DISCHARGE OF THE RECEIVER

62.

63.

64.

65.

The Receiver respectfully requests that this Honourable Court grant an Order which,
among other things, and subject to the filing of a certificate confirms the Receiver has
satisfied its obligations under the Receivership Order, absolutely, forever and
unconditionally discharges the Receiver from any claims against the Receiver arising from,
relating to, or in connection with, the performance of the Receiver’s duties and obligations

as Receiver, save and except for claims based on gross negligence or wilful misconduct.

The Receiver is respectfully of the view that it has conducted itself appropriately in these
Receivership Proceedings and respectfully requests that this Court approve the actions and
conduct of the Receiver since the First Report and throughout the Receivership

Proceedings.

The Receiver’s administration of the estate is substantially complete, subject to the forecast
receipts to be collected and payments to be made as set out in the forecast disbursements
and final distribution described herein. In addition, the Receiver will have some
miscellaneous administrative items to attend to post discharge, including the filing of GST
returns with the CRA, receiving the forecast receipts and paying the forecast
disbursements, final reconciliation of accounts and addressing various other CRA matters.
The Receiver is of the view that these items are administrative in nature and should not

prevent this Court from granting an unconditional discharge.

The Receiver’s next steps in these Receivership Proceedings include, but are not limited

to:
a) filing the outstanding GST tax returns;
b) closing the transaction contemplated in the Sale Agreement;
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c) collecting the remaining receipts and disbursing funds as described in the

Forecast Receipts and Disbursements;
d) preparing a final distribution to Bancorp; and

e) completing any necessary administrative tasks in accordance with the

Receivers’ discharge requirements under the BIA.

66.  Upon completion, the Receiver will file an affidavit with the Court confirming that all
outstanding matters reported in this Report have been completed. Upon filing the Discharge
Affidavit, the Receiver will be automatically discharged without further order of the Court.
A copy of the proposed form of Discharge Affidavit is attached as Appendix D to this
Report.

RECEIVER’S CONCLUSIONS AND RECOMMENDATIONS

67. The Receiver is of the view that it has made commercially reasonable efforts to obtain the
highest and most efficient realizations of the assets of Alvaro. The Receiver is satisfied that
the interests of the financial stakeholders of Alvaro have been considered during the course

of the realization process and these Receivership Proceedings.

68. Based on the foregoing, the Receiver respectfully recommends that this Honourable Court

approve, inter alia:
a) the Restricted Court Access Order;
b) the Sale Agreement and corresponding Approval and Vesting Order;
c) the final distribution to Bancorp;
d) the Final Statement of Receipts and Disbursements;
e) the Forecast Statement of Receipts and Disbursements;

f) the release of certain Debtor’s financial information to 178;
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g) the Receiver’s Fees and Costs and the Receiver’s Counsel’s Fees and Costs as
set out in the Final Statement of Receipts and Disbursements and the Forecast

Fees and Costs;

h) the Receiver’s discharge; and the actions, activities and conduct of the Receiver

and its counsel to date as set out in this Report and in the First Report.

All of which is respectfully submitted this 2" day of May, 2023.

ALVAREZ & MARSAL CANADA INC.,

in its capacity as the Court-appointed Receiver of
Alvaro Developers Inc., and Alvaro Limited

Partnership and not in its personal or corporate capacity

/)x‘/ » /’7/
Orest Konowalchuk, CPA, CA, CIRP, LIT David Williams, cpa
Senior Vice President Senior Manager
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ASSET PURCHASE AGREEMENT dated April 28, 2023

BETWEEN:

ALVAREZ & MARSAL CANADA INC,, solely in its capacity as receiver and manager of the undertaking,
property and assets of Alvaro Developers Inc. and Alvaro Limited Pattnership (together, the “Vendor”)

-and -

Honeywell Development Corp. (the “Purchaser”)

WHEREAS:

A. Alvarez & Marsal Canada Inc. was appointed receiver and manager (the “Receiver”) of the assets,

undertakings and properties of Alvaro Developers Inc. and Alvaro Limited Partnership (the “Debtor”)
pursuant to a Receivership Order (the “Receivership Order”) granted by the Court of King’s Bench of
Alberta (the “Court”) pursuant to the provisions of, among other things, the Bankruptey and Insolvency Act, RSC
1985, ¢ B-3, as amended (the “BIA”) dated December 2, 2022;

It is a provision of the Receivership Order that the Receiver has the power to sell all or any part of the
property, assets, and undertaking of the Debtor, subject to certain conditions;

The Debtor had prior to the appointment of the Receiver endeavored to build a residential development on the
Lands (defined below) comprising condominium units; and

The Purchaser has agreed to purchase from the Vendor, and the Vendor, subject to an order being issued by
the Court approving the sale, has agreed to sell to the Purchaser, the Purchased Assets, which are owned by the
Debtor and are now subject to the Receivership Order, on the terms and conditions set forth herein.

NOW THEREFORE this Agreement witnesses that in consideration of the mutual covenants and agreements
contained herein, and for other good and valuable consideration, the receipt and sufficiency of which are acknowledged
by each Party to the other, the Parties agree as follows:

11

In this Agreement:

ARTICLE 1
INTERPRETATION
Definitions
(a) “Affiliate” means, with respect to any person, any other person or group of persons acting in concert,

directly or indirectly, that controls, is controlled by or is under common control with such person.
The term “control” as used in the preceding sentence means the possession, directly or indirectly, of
the power to ditect or cause the direction of the management or policies of a person whether through
ownership of more than 50% of the voting securities of such person, through being the general
partner or trustee of the other person, or through contract or otherwise;

(b) “Agreement” means this asset purchase agreement and any Schedule attached hereto;
©) “Applicable Law” means, in respect of any Person, assets, transaction, event or circumstance:
@ statutes (including regulations enacted thereunder);
(1) judgments, dectees, and otrders of courts of competent jurisdiction (including the common
law);

37877137.9
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2
(iir) regulations, orders, ordinances, and directives issued by Governmental Authorities; and
(iv) the terms and conditions of all permits, licenses, approvals, and authotizations;

in each case which are applicable to such Person, asset, transaction, event or circumstance;

“Approval and Vesting Order” means an order of the Court approving the Transaction in
accordance with the provisions of this Agreement, and vesting all of the Vendor’s Interest in, to and
under the Purchased Assets in the Purchaser, such order to be substantially in the form attached
hereto as Schedule “D” together with such modifications and amendments to such form as may be
approved by the Vendor, acting reasonably;

“Assumed Liabilities” means all of the Vendot’s and/or Debtot’s existing, present and future
Losses and Liabilities (including, without limitation, utilities and any tenant obligations), including
Environmental Liabilities, arising prior to or from and after the Effective Time from the ownership
and/or use of the Purchased Assets, including all existing, present and future Losses and Liabilities
under any permits, licences, or agreements arising in respect of the period after the Effective Time
and whether or not related to or arising out of any breach or default occurring prior to, at or as a
consequence of the Closing;

“BIA” has the meaning ascribed to that term in the recitals;

“Business Day” means a day other than a Saturday, Sunday or any other day on which the principal
chartered banks located in Calgary, Alberta are not open for the transaction of domestic business
during normal banking hours;

“Claim” means any right, claim, cause of action or complaint of any Person that may be asserted or
made in whole or in part against the Vendor and/ot the Debtot or any of their respective Affiliates
and their respective Representatives, whether or not asserted or made, in connection with any
indebtedness, liability or obligation of any kind whatsoever, and any interest accrued thereon or costs
payable in respect thereof, including without limitation, by reason of the commission of a tort
(intentional or unintentional), by reason of any breach of contract or other agreement (oral or
written), by reason of any breach of duty (including, without limitation, any legal, statutory, equitable
or fiduciary duty) or by reason of any right of ownership of or title to property or assets or right to a
trust or deemed trust (statutory, express, implied, resulting, constructive or otherwise), and whether or
not any indebtedness, liability or obligation is reduced to judgment, liquidated, unliquidated, fixed,
contingent, matured, unmatured, disputed, undisputed, legal, equitable, secured, unsecured, present or
future, known or unknown, by guarantee, surety or otherwise, and whether or not any right, claim,
cause of action or complaint is executory or anticipatory in nature including, without limitation, any
right or ability of any person to advance a claim for contribution or indemnity or otherwise with
respect to any matter, action, cause or chose in action whether existing at present or commenced in
the future, together with any other rights or claims of any kind that, if unsecured, would be a debt
provable in bankruptcy within the meaning of the BIA had the Debtor become bankrupt;

“Closing” means the completion of the Transaction and the completion of all other transactions
contemplated by this Agreement that are to occur contemporaneously with such sale, all subject to
and in accordance with the terms and conditions of this Agreement;

“Closing Date” means May 19, 2023 or such other Business Day as the Parties may agree in writing;
“Court” has the meaning ascribed to that term in the recitals;

“Court Approval” means both the issuance of the Approval and Vesting Otrder by the Court
approving the sale of the Purchased Assets, and such Approval and Vesting Order having become a
Final Order;

“Debtor” has the meaning ascribed to that term in the recitals;
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“Deposit” has the meaning ascribed to that term in Section 3.2;
“Effective Time” means 12:01 a.m. (Calgary time) on the Closing Date;

“Encumbrances” means any pledges, liens, security interests, encumbrances, claims, charges, options
or interests;

“Environment” means the components of the earth and includes ambient air, land, surface and
subsurface strata, groundwater, surface water, all layers of the atmosphere, all organic and inorganic
matter and living organisms, and the interacting natural systems that include such components, and
any derivative thereof shall have a corresponding meaning;

“Environmental Liabilities” means all past, present and future liabilities, obligations and expenses
in respect of the Environment which relate to the Purchased Assets (or lands pooled or unitized with
lands which may form part of the Purchased Assets), or which arise in connection with the ownership
thereof or operations pertaining thereto, including liabilities related to or arising from:

@ transportation, storage, use or disposal of toxic or hazardous substances;

(1) release, spill, escape, emission, leak, discharge, migration or dispersal of toxic ot hazardous
substances; or

(iii) pollution or contamination of or damage to the Environment;

including liabilities to compensate Third Parties for damages and Losses and Liabilities resulting from
the items described in items (i), (ii) and (iii) above (including damage to property, personal injury and
death) and obligations to take action to prevent or rectify damage to or otherwise protect the
Environment;

“Final Order” means an order of the Court that has not been vacated, stayed, set aside, amended,
reversed, annulled or modified, as to which no appeal or application for leave to appeal therefrom has
been filed and the applicable appeal period with respect thereto shall have expired without the filing
of any appeal or application for leave to appeal, ot if any appeal(s) or application(s) for leave to appeal
therefrom have been filed, any (and all) such appeal(s) or application(s) have been dismissed, quashed,
determined, withdrawn or disposed of with no further right of appeal and all opportunities for
rehearing, re-argument, petition for certiorari and appeal being exhausted or having expired without
any appeal, application or petition having been filed and remaining pending, any requests for
rehearing have been denied, and no order having been entered and remaining pending staying,
enjoining, setting aside, annulling, reversing, remanding, or superseding the same, and all conditions to
effectiveness prescribed therein or otherwise by Applicable Law or order having been satisfied;

“General Conveyance, Assignment and Assumption Agreement” means a general conveyance,
assignment and assumption agreement, substantially in the form attached hereto as Schedule “E”,
evidencing the conveyance to the Purchaser of the Vendor’s Interest (if any) in, to and under the
Purchased Assets and the assumption by the Purchaser of the Assumed Liabilities;

“Governmental Authority” means any domestic or foreign government, whether federal, provincial,
state, territorial or municipal; and any governmental agency, ministry, department, tribunal,
commission, bureau, board, court (including the Court) or other instrumentality exercising or
putporting to exercise legislative, judicial, regulatory or administrative functions of, or pertaining to,
government, having jurisdiction over a Party, the Purchased Assets or the Transaction;

“Income Tax Act” means, collectively, the Income Tax Act, RSC 1985, ¢ 1 (5% Supplement), the Income
Tax Application Rules, RSC 1985, ¢ 2 (5% Supplement) and the Income Tax Regulations, in each case as
amended to the date hereof;
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“Insurance Policies” means the insurance policies maintained by the Vendor with respect to the
Purchased Assets;

“Lands” means the real property legally desctibed as:

PLAN 1332N

BLOCK 2

LOT1

EXCEPTING THEREOUT THAT PORTION OF LOT 1
LYING EAST OF A LINE DRAWN 37.5 FEET

EAST FROM THE WEST BOUNDARY

AND ALL OF LOTS 2 TO 4 INCLUSIVE

EXCEPTING THEREOUT ALL MINES AND MINERALS FROM LOT 2
AND THE THAT PORTION OF LOT 3 WHICH LIES TO THE EAST
OF THE WESTERLY 7 FEET THROUGHOUT OF THE SAID LOT 3

Title Number: 181 195 112.

-and-

PLAN 1332N
BLOCK 2
ALL THAT PORTION OF LOT 1 WHICH LIES TO THE EAST OF A

LINE DRAWN PARALLEL WITH AND 37.5 FEET
PERPENDICULARLY DISTANT EASTERLY FROM THE WEST BOUNDARY
OF SAID LOT

Title Number: 201 009 726.

“Legal Proceeding” means any litigation, action, suit, investigation, hearing, claim, complaint,
grievance, arbitration proceeding or other proceeding and includes any appeal or review or retrial of
any of the foregoing and any application for same;

“Losses and Liabilities” means any and all assessments, charges, costs, damages, debts, expenses,
fines, liabilities, losses, obligations and penalties, whether accrued or fixed, absolute or contingent,
matured or unmatured or determined or determinable, including those arising under any Applicable
Law, claim by any Governmental Authority or any order, writ, judgement, injunction, decree,
stipulation, determination or award entered by or with any Governmental Authority and those arising
under any contract, agreement, arrangement, commitment or undertaking and costs and expenses of
any Legal Proceeding, assessment, judgment, settlement