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I.
1.

INTRODUCTION
By Order of the Ontario Superior Court of Justice (Commercial List) (the “Court”)
dated July 30, 2019 (the “Appointment Order”), RSM Canada Limited was
appointed receiver and manager (the “Receiver”), without security, of real
property municipally known as 37 and 85 Panache Lake Road, Espanola,
Ontario (collectively, the “Property”) owned by Greenhouses Canada Inc.
(“Greenhouses” or the “Debtor”). A copy of the Appointment Order is attached
to this report as Appendix “A”.

2.

The Appointment Order authorizes the Receiver to, among other things:
(a) take possession of and exercise control over the Property and any and all
proceeds, receipts and disbursements arising out of or from the Property;
(b) receive, preserve and protect the Property, or any part or parts thereof,
including but not limited to, the changing of locks and security codes, the
engaging of independent security personnel, the taking of physical
inventories and the placement of such insurance coverage as may be
necessary or desirable;
(c) market the Property, including advertising and soliciting offers in respect
of the Property and negotiating such terms and conditions of sale as the
Receiver in its discretion may deem appropriate; and
(d) sell, convey, transfer, lease or assign the Property with the approval of the
Court.

3.

Paragraph 20 of the Appointment Order authorizes the Receiver to borrow
monies to fund the exercise of the powers and duties conferred upon the
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Receiver by the Appointment Order from time to time, provided that the
outstanding principal amount does not exceed $75,000 (or such greater amount
as the Court may by further order authorize). The Receiver’s borrowings are
secured by way of a fixed and specific charge over the Property as security for
the payment of the monies borrowed, together with interest and charges thereon,
in priority to all security interests, trusts, liens, charges and encumbrances,
statutory or otherwise, in favour of any person, but subordinate in priority to the
Receiver’s Charge (as defined in the Appointment Order) and the charges as set
out in sections 14.06(7), 81.4(4) and 81.6(2) of the Bankruptcy and Insolvency
Act.
4.

The Appointment Order referred to in this report, together with related Court
documents, has been posted on the Receiver’s website which can be found at
rsmcanada.com/37-and-85-panache-lake-road.
Purpose of Report

5.

The purpose of this first and final report of the Receiver (the “Report”) is to:
(i)

report to the Court on the activities of the Receiver since the date of the
Appointment Order to September 11, 2020;

(ii)

provide the Court with a summary of the Receiver’s cash receipts and
disbursements for the period July 30, 2019 to August 31, 2020 (the “R&D”);

(iii)

provide the Court with information with respect to the amount of protective
disbursements paid in respect of the Property;
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(iv)

inform the Court of a settlement reached between the Applicant, Business
Development Bank of Canada (“BDC”), and the Debtor, one of the terms of
which is for BDC to seek the discharge of the Receiver; and

(v)

seek an Order:
i) approving the Report and the Receiver’s conduct and activities to
September 11, 2020; and
ii) discharging the Receiver upon the Receiver filing a certificate with the
Court confirming that the Receiver has completed the Remaining
Activities (as defined later herein) (the “Receiver’s Discharge
Certificate”), and authorizing the Receiver to complete certain
administrative matters following the discharge of the Receiver.

Terms of Reference
6.

In preparing the Report and making the comments herein, the Receiver has
relied upon information from third-party sources (collectively, the “Information”).
Certain of the information contained in the Report may refer to, or is based on,
the Information. As the Information has been provided by other parties, or
obtained from documents filed with the Court in this matter, the Receiver has
relied on the Information and, to the extent possible, reviewed the Information for
reasonableness. However, the Receiver has not audited or otherwise attempted
to verify the accuracy or completeness of the Information in a manner that would
wholly or partially comply with Canadian Auditing Standards pursuant to the CPA
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Canada Handbook and, accordingly, the Receiver expresses no opinion or other
form of assurance in respect of the Information.
7.

Unless otherwise stated, all dollar amounts contained in the Report are
expressed in Canadian dollars.

II.

BACKGROUND

The Parties
8.

Greenhouses is a company incorporated in Ontario on August 14, 2014 under
the name 1916438 Ontario Limited. The company’s name was changed to
Greenhouses on April 19, 2016.

9.

Greenhouses is the owner of 37 Panache Lake Road (“37 Panache”) and 85
Panache Lake Road (“85 Panache”) located in Espanola, Ontario.

10.

According to a Corporation Profile Report issued by the Province of Ontario
Ministry of Government Services (“CP Report”) dated July 8, 2019, Joel Tarvudd
is president and director while Andrew Nootchtai is treasurer, secretary and
director of Greenhouses. The registered head office of Greenhouses is located
in Lively, Ontario (although the CP Report sets out the head office as being in
Livly, Ontario). A copy of the CP Report is attached hereto as Appendix “B”.

11.

Located on 37 Panache are three buildings. The main and largest building is an
industrial building under construction for a cannabis growth operation. The main
building is approximately 8,100 S.F. (to be 17,800 S.F. upon the completion of
construction) and is open to the elements as no doors or windows have been
installed. The other two buildings are smaller and secured under lock and key.

12.

85 Panache is a vacant, undeveloped property.
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Appointment of the Receiver
13.

For the reasons set out in BDC’s Notice of Application dated July 19, 2019, BDC
sought the appointment of the Receiver. On July 30, 2019, Justice Dietrich
issued the Appointment Order appointing the Receiver over the Property.

III.
14.

RECEIVER’S ACTIVITIES TO DATE
The Receiver has undertaken the activities set out below since the date of its
appointment.

Property Manager
15.

In order to minimize the day-to-day costs associated with overseeing the
Property, the Receiver entered into an agreement with Richmond Advisory
Services Inc. (“RAS”) to provide property management services for the Property.

16.

As BDC is seeking the discharge of the Receiver, on September 9, 2020, the
Receiver provided to RAS the 30-day termination notice required under the
property management agreement.

Possession and Control
17.

On July 31, 2019, RAS attended at 37 Panache and 85 Panache to inspect the
Property. RAS arranged for the existing locks and padlocks at the Property to
be changed.

18.

In addition, the following actions were taken by the Receiver to address
potentially hazardous conditions at 37 Panache and to meet the requirements of
its insurer:

5

(a) barricades were erected to bar access to two external staircases at the main
building;
(b) metal that was strewn about the Property was moved to inside or outside
the main building;
(c) wood that was lying about the Property was gathered to one location and
then disposed of after it was determined that it was weathered and not reuseable;
(d) a temporary locked metal fence was installed around the main building to
prevent easy access to the building (the “Fence”); and
(e) “No Trespassing” signs were posted on the Property.
Insurance
19.

Upon its appointment, the Receiver inquired of the Debtor whether it had
insurance in place for the Property. As the Debtor did not respond, the Receiver
arranged for property and liability coverage through its own broker.

20.

As 37 Panache was in a state of partial construction and vacant, the insurer
required that the Receiver take steps, as described above, to minimize potential
liability hazards in respect of the external staircases, main building and materials
strewn about the Property. The insurer also required that site inspections be
scheduled once every 72 hours and those inspections are being carried out by
RAS.

21.

On August 16, 2019, counsel for the Debtor forwarded to the Receiver a copy of
the Debtor’s commercial insurance policy for 37 Panache. As the Receiver had
concerns that the Debtor may have been in breach of certain policy conditions
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thereby voiding coverage under that policy, and as the Receiver had already
arranged for its own coverage, the Receiver did not take any action in connection
with the Debtor’s insurance policy.
Solar Panels at the Property
22.

Upon the Receiver’s appointment, there were certain solar panels located at the
Property.

23.

On August 19, 2020, the Receiver was informed by RAS that certain of the panels
were missing. RAS contacted the Ontario Provincial Police and a police report
was filed. On August 21, 2020, the Receiver notified Mr. Tarvudd of the missing
panels.

24.

On August 24, 2020, the Receiver was advised that the panels belonged to a
third party.

Statutory Notices and Reports
25.

Attached to this report as Appendix “C” is the Amended Notice and Statement
of Receiver prepared pursuant to Sections 245(1) and 246(1) of the Bankruptcy
and Insolvency Act in respect of the Property.

IV.
26.

PROPERTY TAXES
The Receiver has not paid any property taxes since its appointment. The
Receiver has not made any enquiries as to whether property taxes are currently
outstanding in connection with the Property.
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V.
27.

MARKETING AND SALES ACTIVITIES
The Receiver invited five realtors, Avison Young (“Avison”), CBRE Limited
(“CBRE”), Colliers International (“Colliers”), Royal LePage North Heritage
Realty (“Royal LePage”) and Mallette-Goring Inc. (“Mallette”) to each submit
listing proposals for the marketing and sale of the Property. Listing proposals
were received from Royal LePage and a joint proposal was received from Colliers
and Mallette. Avison and CBRE informed the Receiver that they would not be
submitting a listing proposal. After considering the Royal LePage and ColliersMallette listing proposals, including the commission rates proposed by each
realtor, on August 29, 2019, the Receiver, with BDC’s concurrence, executed a
listing agreement with Royal LePage to market the Property for sale.

28.

The steps taken by Royal LePage to market the Property include the following:
(a) on September 3, 2019, three listings were posted to MLS (the “MLS
Postings”):


37 and 85 Panache for $1,890,000;



37 Panache for $1,695,000; and



85 Panache for $195,000;

(b) the MLS postings were auto-emailed to clients of realtors on the Sudbury
Real Estate Board;
(c) the listing was posted on several online sites including realtor.ca,
royallepage.ca, National Post, Facebook, Kijiji, Sudbury.com, Instagram
and LinkedIn;
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(d) a marketing flyer (the “Flyer”) was sent to approximately 3,000 realtors,
investors and various other professionals from Royal LePage’s head office;
(e) during the week of September 16 to 20, 2019, the Flyer was sent to
hydroponic store owners as well as dispensaries across Northern Ontario;
(f) the listing was featured in Royal LePage’s Fall Newsletter which was sent
to Royal LePage’s client database on September 20, 2019;
(g) an advertisement was placed in the National Post on September 24 and 26,
2019; and
(h) an “Investment Opportunity” brochure was sent out to parties that
responded to the Flyer.
29.

In response to the lack of offers received, on October 7, 2019 and January 10,
2020, the Receiver, with BDC’s concurrence, instructed Royal LePage to reduce
the listing prices for the Property.

30.

As of March 27, 2020, no offers for the Property were received. The listing
agreement with Royal LePage expired on March 31, 2020 and was not renewed.

31.

On June 22, 2020, the Receiver, with BDC’s concurrence, entered into a listing
agreement with Royal LePage in which the Property was to be listed for sale as
follows:

32.



37 and 85 Panache at $985,000;



37 Panache at $920,000; and



85 Panache at $65,000.

On July 24, 2020, the Receiver informed Royal LePage that the Receiver wished
to increase the commissions that would be payable upon the sale of the Property.
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33.

On August 20, 2020, Royal LePage received an offer for 85 Panache from a
prospective purchaser (the “Purchaser”). As the Purchaser indicated it would
not submit an offer on 37 Panache until it obtained copies of permits/drawings,
for that property, the Receiver informed Royal LePage that the Receiver would
not be responding to the Purchaser’s offer for 85 Panache pending receipt of an
offer for 37 Panache.

34.

As of September 8, 2020, no offer for 37 Panache was received.

35.

On September 8, 2020, the Receiver notified Royal LePage that counsel to BDC
had advised the Receiver that a Court date had been scheduled for September
18, 2020 at which time BDC would be seeking the discharge of the Receiver and,
as a result, pursuant to the terms of the listing agreement, the listing agreement
would be terminated effective that day.

VI.
36.

CANADA REVENUE AGENCY
Canada Revenue Agency (“CRA”) wrote to the Receiver on July 10, 2020 and
advised that CRA had a claim of $24,651.96 against Greenhouses for source
deductions, of which $15,559.82 constituted a deemed trust against the Property.

37.

In view of BDC’s application for the discharge of the Receiver, and since the
Receiver has not had any realizations from the Property, the Receiver has not
addressed CRA’s claim.

10

VII.
38.

DISCHARGE OF THE RECEIVER
On September 2, 2020, counsel for BDC advised the Receiver that BDC was in
the process of finalizing a settlement with the Debtor and that BDC would be
preparing documents to seek the discharge of the Receiver.

39.

On September 8, 2020, counsel to BDC advised that the settlement agreement
had been executed and that the discharge motion was scheduled for September
18, 2020.

40.

If the Court agrees to make an Order discharging the Receiver (the “Discharge
Order”), the Receiver will need to attend to the following matters following the
issuance of the Order (the “Remaining Activities”):
i)

informing Royal LePage of the Receiver’s discharge and the
termination of the listing agreement;

ii)

arranging for final bills to be rendered and processed for payment;

iii)

arranging for removal on or about September 21, 2020 of the
Fence; and

iv)

filing with the Office of the Superintendent of Bankruptcy the report
pursuant to Section 246(3) of the Bankruptcy and insolvency Act.

41.

In view of the above, the Receiver proposes that the discharge become
effective upon the filing by the Receiver of the Receiver’s Discharge Certificate
confirming that the Receiver has completed the Remaining Activities, with the
proviso that RSM may perform such incidental duties as may be required by it
to complete its obligations pursuant to its appointment as Receiver.
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VIII.

RECEIVER’S INTERIM STATEMENT OF RECEIPTS AND DISBURSEMENTS

42.

Attached to this report as Appendix “D” is the R&D.

43.

As set out in the R&D, BDC advanced $46,438.45 (the “Advance”) to the
Receiver to enable the Receiver to pay certain expenses, While a Receiver’s
Certificate was not issued to BDC in respect of the amount advanced, BDC has
informed the Receiver that BDC does not require the Receiver to repay the
advance.

44.

As of August 31, 2020, the balance in the Receiver’s bank account is $419, which
the Receiver proposes to return to BDC.

45.

In addition to the amounts set out on the R&D, the ongoing carrying costs for the
Property have been paid directly by BDC as protective disbursements and are
not reflected in the R&D. To date, the protective disbursements paid directly by
BDC total approximately $127,900 and include the cost of property and liability
insurance, property management fees, and other expenses to secure the
Property, and fees of the Receiver and its independent legal counsel, Miller
Thomson LLP (“Miller Thomson”).

IX.
46.

PROFESSIONAL FEES
In its application for the discharge of the Receiver, BDC is requesting that the
requirement for the Receiver and its counsel to pass their respective accounts pursuant
to paragraph 18 of the Appointment Order be dispensed with. The Receiver is therefore
not seeking the Court’s approval of the Receiver’s and Miller Thomson’s fees and
disbursements incurred during the receivership administration.
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47.

In the event that the Court does not dispense with the aforementioned requirement, the
Receiver will seek the Court’s approval of its and Miller Thomson’s fees and
disbursements.

X.
48.

CONCLUSION AND REQUEST OF THE COURT
The Receiver respectfully requests that the Court grant an Order which provides
for the following:
(a) approving the Report and the Receiver’s conduct and activities therein;
(b) approving the R&D; and
(c) terminating these proceedings and discharging the Receiver from the
powers, duties and obligations attendant to its appointment as Receiver
upon the filing of the Receiver’s Discharge Certificate.

All of which is respectfully submitted to this Court as of this 14th day of September, 2020.

RSM CANADA LIMITED
In its capacity as Court Appointed Receiver and Manager of
37 and 85 Panache Lake Road, Espanola, Ontario
and not in its personal capacity

Per:

Daniel Weisz, CPA, CA, CFF, CIRP, LIT
Senior Vice President
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APPENDIX C

APPENDIX D

RSM Canada Limited
Court-Appointed Receiver and Manager of
37 and 85 Panache Lake Road, Espanola, Ontario
Interim Statement of Receipts and Disbursements
For the period July 30, 2019 to August 31, 2020

Receipts
Advance from secured lender (Note 1)
Other

$

46,438
419

$

46,857

$

345
40,759
5,334

Total disbursements

$

46,438

Net funds on hand

$

419

Total receipts
Disbursements (Note 2)
Miscellaneous
Receiver's fees
HST/PST paid

Notes:
(1)
The amount of $46,438 was advanced by Business Development Bank of
Canada ("BDC").
(2)

Disbursements do not include protective disbursements billed to the Receiver
that were paid directly by BDC in respect of the Property. These disbursements
include property and liability insurance, hydro charges, snow clearing and
security-related costs.

This Appendix forms part of the First Report of the Receiver dated
September 14, 2020 and should only be read in conjunction therewith.

