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1. PURPOSE OF REPORT

Pursuant to a Court Order made by the Supreme Court of British Columbia on July 21, 2009
and the Companies’ Creditors Arrangement Act (“CCAA”), The Bowra Group Inc. was appointed
Monitor of the Petitioners. A copy of the Court Order is attached as Appendix A.

Under the Court Order the Monitor is required to report to the Court within 21 days on the

following:

a) the status of completion of the construction of the real property;

b) the particulars of what is required, and the cost to complete the construction of the

development on the real property or portions thereof;

c) the determination of the current market value of any unsold units contemplated to be
finalized within each phase of the development on the real property;

d) risk assessment for stakeholders in the various alternatives, including:

i.  the completion of the construction of the development on the real property as
currently planned and the sale of any unsold units in the development at current

market prices; and,

ii. recommendations to the Court with respect to the maximization of returns to
stakeholders and the Petitioners.

Under the terms of the Court Order, the Monitor is authorized to engage those parties it deems
appropriate in order to complete its assessment including appraisers, quantity surveyors and

such other advisers.



Notice to Reader

The information contained in this report has been obtained from the records of Pointe of View
Developments (Squamish) Inc. (the “Company”), its employees and officers, and is based on
discussions with those parties and other parties who have been involved in the development or

real property.

Information in this report has not been audited or otherwise verified by The Bowra Group Inc. or
anyone else as to its accuracy or completeness, nor has it necessarily be prepared in
accordance with generally accepted accounting principles. This report also contains projections
and estimates based on the financial records of the Company which were available to the

Monitor.

The reader is cautioned that this report may not disclose all significant matters relating to the
real property. Accordingly, the Monitor expresses no opinion or any other form of assurance on
the information presented in this report. The Monitor may refine or change its observations as
further information obtained or is brought to its attention after the date of this report.

In addition, the Monitor assumes no responsibility or liability for and disclaims any and all liability
for any loss or damage incurred by any party as a result of the use of this report in any manner
or as a result of the circulation, publication or reproduction of it. Any use which any party makes
of this report, or any reliance on any decisions made based on it are the responsibility of that

party.

2, BACKGROUND

The Company is the general partner of Squamish Pointe Limited Partnership. Bel-Tar Holdings
Ltd. (Bel-Tar) is a developer that has been involved in a variety of residential and mixed-use real
estate projects. The Company and Bel-Tar undertook a joint venture to build a multi-phase

project on the real property located in Squamish, B.C. (the “Development”).

The Development consists of five phases. The first phase Skye is 100% complete and sold.
The second and third phases, known as Soleil, consist of 35 townhomes (phase 2) and an 82



unit six story tower (phase 3). The Petitioners have estimated the townhome phase to be 95%
complete and the 82 unit tower 45% complete. The fourth and fifth phases, known as Aqua,
consist of an 82 unit six story tower (phase 4) and 16 townhomes (phase 5) estimated to be
10% and 5% complete.

21 Nature of Development

The Soleil townhome phase 2 comprises 35 townhomes, including 3 bedrooms and 3 bedrooms
and lofts ranging from 1,414 to 1,638 square feet. The 82 unit condo tower (phase 3) includes

various floor plans ranging from 1 bedrooms to 3 bedroom units.

A total of 10 of the 35 townhomes and 63 of the 82 condos have been pre-sold. The majority of
the sales occurred in 2006 and 2007. Presales total $4.9M for the townhomes and $25M for the

condos.

Phases 4 and 5 known as Aqua include 82 condos and 16 townhomes. 25 of the condos have
been presold for a total value of $9.6M.

2.2  Work Done by the Monitor

The Monitor met with a variety of different parties involved in the Development, including the
developer, the sub trades, consultants, site management, the District of Squamish and

representatives of National Home Warranty.

The Monitor also met with a total of 22 trades and sub-contractors to confirm the current
contract price to complete the Development. A listing of those sub trades the Monitor met with

directly or contacted by phone includes the following:

e Alpine Exterior Solutions
e Active Fire & Safety

o All Weather Windows

o Allied Windows

o B&B Excavations

o CP Distributors



e Encore (Fireplaces)

e Friction Fit

e Garibaldi Electric

e G&H Aluminum Railings
e Integrity Hardwood Floors
e Jerry’s Pro Painting

o MBS (Structural Steel)

e MABE

e Mountainside Gas

e Norburn Lighting

e Richmond Elevator

e Spectrum Landscaping
e Squamish Interiors

e Tegra (Stonework)

e True Air Systems Lid.

e Westwood Mechanical

In addition, the Monitor contacted 7 consultants involved in the Development including:

o Siegfried Toews Architects
o Seifken Engineerings Ltd.
o Blueridge Engineering Ltd.
o Nemetz (S/A) & Associates
o Landscape Design Ltd.

e Bunbury & Associates

e Pioneer Consultants Lid.

As a result of this review the Monitor has prepared a detailed cost of completion of phase 2 and

3 of the Development which is attached as Appendix B to this report.



The Monitor also commissioned a market value assessment of the individual condo and
townhome units by Focus Project Marketing Ltd. (“Focus Group”) to assess the current market
value of phases 2, 3, 4 and 5. A copy of their report is attached as Appendix C. The Focus
Group has been involved in marketing the Development from its inception in 2005.

The Monitor also retained the services of Grover Elliott & Co. Ltd. (“Grover”) to provide an
estimate of the current value of the Development. A copy of their draft appraisal is attached as

Appendix D.

3. COSTS TO COMPLETE DEVELOPMENT

The Monitor has conducted a detailed review and assessment of the costs to complete phase 2
and 3 of the Development. The Monitor has not assessed the cost to complete phases 4 and 5

at this time.

3.1 Costs to Complete Phase 2 and 3

The Monitor estimates the total costs to complete of phases 2 and 3 are $20.3M (Appendix B).
The table below provides a comparison of our estimated costs to complete phases 2 and 3 with

that prepared by the Company.



Category

ESTIMATED CONSTRUCTION COSTS TO COMPLETE
Development Costs (see schedule)

ESTIMATED CONSTRUCTION AND DEVELOPMENT COSTS TO COMPLETE

Other Costs

Holdbacks & Accounts Payable
Interest on outstanding BMO loan
Security / Strata Fees

National Home Warranty Indemnity

ESTIMATED TOTAL COSTS TO COMPLETE BEFORE INTEREST ON DIP
ADVANCE

Interest on Loan to fund completion costs

ESTIMATED TOTAL COSTS TO COMPLETE

Note: The Company / BTY did not have a break out between phase 2 & 3.

Costs to Complete

Company / BTY TBGI

Total Phase 2  Phase 3 Total
9,873,871 1,644,490 13,598,555 15,243,044
205,545 20,282 167,718 188,000
10,079,416 1,664,772 13,766,272 15,431,044
3,328,776 1,773,643 1,555,133 3,328,776
670,209 530,156 176,719 706,875
0 35,000 82,000 117,000
0 87,500 205,000 292,500
3,998,985 2,426,299 2,018,852 4,445,151
14,078,401 4,091,071 15,785,124 19,876,195
0 86,797 380,455 467,252
14,078,401 4,177,869 16,165,579 20,343,448

Construction and development costs to complete the Development total $15.4M. Other costs
which total $4.4M include provision for payment of outstanding accounts payable and holdbacks
of $3.3M in order to get the trades to return to the site to finish the Development, interest costs

of $700K on outstanding Bank loans, strata fees of $117K, and provision for home owner

warranty of $293K.

The most recent quantity surveyor’s report (“QSR”) dated June 24, 2009 had estimated
construction costs to complete of $9.9M as compared to our estimated construction costs of
$15.2M. A copy of the QSR is attached as Appendix E. The following table shows the major

differences in the two estimates.



Company / BTY Monitor Variance

$ $ $

General Conditions 594 1,196 602
Concrete 14 791 777
Masonry 10 446 436
Thermai & Moisture 244 813 569
Finishes/Doors & Windows 2,024 4,075 2,051
Other 6,988 7,922 934

9,874 15,243 5,369

The Monitor believes the main reason for the difference is that certain items were not included

or understated in the quantity surveyor’s / Company’s estimate. These include:

» General conditions — the Monitor has estimated a 9 month construction period and
increased the supervision on the site as a result of the tight construction deadline;

e Concrete — includes the 60’ x 200" extension to plaza and concrete required in the
elevator / stair shaft. This was not included in the BTY report;

» Masonry — stone facing required for the face of the parkade and the six storey building
was not accounted for by BTY;

e Thermal & Moisture — includes firestopping and caulking. The Company does not
believe firestopping is required. No provision has been made for the roof membrane;

* Finishes, doors and windows — this includes steel stud, dry wall and the installation of
the ceramic tile for which the Monitor believes the Company has underestimated the

costs.

The Company agrees with most of our estimated costs. However, they believe our estimate of
$15.2M construction costs is overstated by $870K. They believe the Monitor has overestimated

the following cost areas:

e $60K for the final clean of the units;
e $70K for the crane operator,;

e $50K for landscaping and road base;
e $360K for concrete;

e $100K for firestopping;



e $60K for roofing;
e $30K for the rainscreen; and,

e $140K for appliances.

The Monitor believes their cost estimates reflect the work required to complete the building and
therefore the Monitor has not adjusted the costs to complete to reflect the $870K in changes

suggested by the Company.
3.2 Costs to Complete Phases 4 and 5

The Company estimates the total costs to complete phases 4 and 5 to be $29.6M. This
includes construction and development costs of $27.8M, and other costs of $1.8M, including
interest costs of $1.2M, home warranty of $118K, mortgage and inspection fees of $429K, and

professional fees of $32K.
The Monitor has not reviewed the Company’s estimates for phases 4 and 5.
3.3 Construction Schedule

With the consent of the Petitioners, the Monitor retained the services of Mierau Construction to
review the Development, inspect the current level of construction and prepare a schedule of

completion for phases 2 and 3. A copy of their construction schedule is attached as Appendix F.

Mierau estimates the construction time for completion of phase 3 is 9 months, which provides
for completion by March 31, 2010. They believe phase 2 can be completed within 3 months by
October 30, 2009. This schedule assumes that the trades and subcontractors work six days a
week, 12 hour days and there are multiple crews on site. Mierau believes this construction time
is exceptionally tight and should any problems arise the estimated completion could stretch into
May or June, 2010.

The Company believes the townhomes should be completed by the end of October and
occupancy obtained by the end of November. The Monitor agrees with the Company’s

assessment on the townhomes.



The Company agrees with Mierau’s estimate of 9 months to complete phase 3. However, they
believe that sufficient work can be completed by January 31, 2010 in order to obtain partial
occupancy on the six story condo building and allow a number of the presale purchasers to
complete and move in prior to the Olympics.

The Monitor believes completion of the condo tower will require additional trades,
subcontractors and supervision over and above what is currently budgeted. It will also require
the agreement of the District of Squamish to provide a partial occupancy approval or permit.

In addition, there are a significant number of trade construction contracts that have either not
been awarded or put out to bid. These include steel stairs to the 3 exit stairways in the six story
building to provide efficient access for the trades, the roofing contract to ensure building could
be closed in against the elements as soon as the structure was completed, and the emergency
generator which usually has a lead time for delivery. In total, the Monitor estimates there is
$5.1M in contracts that have not been awarded. A listing of the contracts not awarded is
attached as Appendix G. The Monitor has prepared our own estimate of construction costs

where the contract has not been awarded.
Therefore, the Monitor believes that while it may be possible, it is unlikely that sufficient

construction will be completed to obtain partial occupancy for the Company’s deadline of
January 31, 2010.

4, CURRENT MARKET VALUE AND SALES ASSESSMENT

This section of the report has been removed as it contained confidential information. The full

report has been filed under seal with the Court.



5. RISK ASSESSMENT OF VARIOUS ALTERNATIVES

Under the Court Order the Monitor is required to conduct a risk assessment for stakeholders of
the various alternatives which include completion of construction as currently planned and

completion of the sale of any unsold units.

The Monitor is also required to provide specific recommendations to the Court with respect to

the maximization of returns to the stakeholders and the Company.

A. Options

The Monitor feels there are 2 options available with respect to the Development:

1. Sell the existing Development on an “as is where is” basis; or

2. Finish construction of phases 2 and 3 (the Soleil phase) and sell the units, then
refinance or sell the remainder of the Development (phases 4 and 5).

B. Assessment of Options

1. Sale of Development “As is Where is”

The Monitor considered the alternative of whether or not a third party will be interested in the
Development and what value they will place on the purchase of the entire Development on an
“as is where is” basis. Also, the Monitor has with the permission of the Petitioners talked to

three other developers about the Development.

One of these developers had already been in contact with the Petitioners and provided us with
their pro forma analysis of the Development. In their view it was premature for them to consider
the Development primarily because of the status of the construction. They felt that they would
be interested in talking to the Petitioners once the current phases 2 and 3 of the Development
were completed. An analysis of their pro forma showed a discount on the projected revenues
based on discounts of between 20% and 30% of the Company’s current projected revenue.
This developer also cited the uncertainty of whether or not the $30M in presales could be

10



completed in accordance with the current construction schedule deadline of December 15,
2009.

In discussions with the other developers they raised various issues which will factor into their
consideration of the Development. They indicated at this time they would have no interest in
acquiring the Development on an “as is where is” basis. However, they could be interested in
some form of participation which will involve leaving the existing risks on the current phases with
both the developer and its existing lenders, and will consider some sort of management
construction proposal for the balance of the Development, or alternatively consider participation

in some financial manner in phases 4 and 5.

The Monitor believes there are several issues that will impact on a developers decision to
takeover and acquire the Development on an “as is where is” basis. These include the

following:

o Risk of completion of phases 2 and 3 on schedule in order to preserve the $30M of
presale contracts;

» Potential discount of projected revenue of between 20% and 30% based on developers
assessment of current market values;

o Concern about the overall market conditions in Squamish including oversupply of
product and apparent overpricing of townhomes;

» Oversupply of development property currently available in the marketplace;

o Difficulty in obtaining financing for construction projects.

In discussions with developers and based on our experience in real estate development the
Monitor has attempted to determine what value a prospective purchaser will put on the

acquisition of the Development in its current state.

In our opinion it is extremely unlikely that a developer will acquire the Development in its current
state and take on the various risks involved. More likely a developer will propose to leave the
risk with the existing owner and lender and offer some sort of project management and profit
participation role. All the developers that the Monitor has talked to indicated that they will
require a minimum of 4 weeks with which to conduct due diligence. One of the developers
advised that they will not be interested in this Development, given the limited profit potential.

11



For the purposes of this report the Monitor has attempted to prepare an estimated value of the
Development on an “as is where is” basis and the table below provides a summary of that
analysis. In our opinion a developer is unlikely to agree to share much, if any, of the potential
upside revenue which is included in the event the presale contracts complete.

SM
Net Revenue from Phase 2 & 3 36.0
Residual Value from Phase 4 & 5 (note 1) 2.9
38.9
Costs to Complete Phases 2 & 3 19.1
Carrying Costs 0.9
20.0
Profit Required (20%) 4.0
24.0
Net Recovery 14.9

Note 1- Residual value is based on an estimate of $30K to $40K per door for the 98
units in phase 4 and 5.

2. Completion of Phases 2 and 3
The Monitor has also considered the value of the Development in the event the developer was
to complete the existing phases 2 and 3 based our projected revenue using different
assumptions. These assumptions include:

1. The existing presales are completed; and

2. The existing presales do not complete.

The impact on the range of revenues from these 2 alternatives is approximately $8M. The
Monitor has also determined the value for the remaining phases 4 and 5 of between $3M and
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$4M. This value is based on an estimated value per door of between $30K and $40K. Phases
4 and 5 include 98 units, accordingly assuming a range of $30K to $40K that will suggest a
residual value on the remaining Aqua phase of between $2.9M and $3.9M.

The table below provides a comparison of the various options with respect to the additional

funding requirements and completion of the various phases, the total amount of funding that will
be required and the estimated recovery.

The option of selling the Development on an “as is where is” basis involves no additional
funding but also means the lowest possible recovery. In our opinion, subject to the appropriate
controls and the marketplace, it is far more likely that the completion of the existing phases 2
and 3 and the possible sale, refinancing or completion of phases 4 and 5, will recover more for
the stakeholders and the Petitioners than a sale on an “as is where is” basis.

Option A Option B Option B
Sell Complete Complete
Development on Phases2 & 3 Phases2 & 3
an As Is Where Best Case Worse Case
Is Basis Recovery Recovery
$M ™ $M
Additional Funding (Phase 2 & 3) 0.0 19.1 19.1
Funding Requirements (Phase 4 & 5) 0.0 0.0 0.0
NIL 19.1 19.1
BMO Current loan 29.5 29.5 29.5
Total BMO Loan at Risk 29.5 48.6 48.6
Total Recoveries
Revenue from Phases 2 & 3 0.0 43.9 36.4
Residual Value of Phases 4 & 5 0.0 4.0 3.0
As Is Where Is 15.0 0.0 0.0
15.0 47.9 39.4
Surplus (Shortfall) to BMO (14.5) (0.7) (9.2)

All calculations are before strata fees, property taxes, ongoing interest charges and professional fees.
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C. Impact of Various Options on Stakeholders and Petitioners

In our opinion a sale of the Development on an “as is where is” basis without any further
completion of construction of phases 2 and 3 will result in a loss for all the stakeholders.

The option most likely to maximize recovery for the stakeholders and the Petitioners involve at a
minimum completion of phases 2 and 3, and either the sale, refinancing or completion of phases
4 and 5.

The best option with which to maximize recoveries for the stakeholders is to proceed to
complete the existing phases 2 and 3 of construction and complete the sales of the remaining
unsold units and then consider the alternatives available with respect to completion of phases 4

and 5. Alternatives with respect to completion of phases 4 and 5 could include:
1. Refinancing the remainder of the Development;
2. Sale of the remainder of the Development on an “as is where is” basis:
3. Completion of phases 4 and 5.

D. Summary

Our recommendation at this time is to proceed with construction of phases 2 and 3 and
completion of the sales, and then reassess the various alternatives available to the Petitioners
and the stakeholders as far as phase 4 and 5 is concerned. At this stage it is clear that there
will be a shortfall to the existing secured lender the BMO Bank of Montreal after completion of
phases 2 and 3 based on the estimated market value of the unsold units per the Focus Group

report.

This paragraph of the report has been removed as it contained confidential information.
The full report has been filed under seal with the Court.
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