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INTRODUCTION

1. On Tuly 20, 2007, the Applicant filed for and obtained protection from its
creditors under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c.C-36,
as amended (the “CCAA”) pursuant to an order of this Honourable Court dated
July 20, 2005 (the “Initial Order™).

2. Pursuant to the Initial Order, BDO Dunwoody Limited was appointed monitor of
the Applicant during these CCAA proceedings (the “Monitor”).

3. The purpose of this First Report of the Monitor (the “First Report™) is to provide

this Honourable Court with a preliminary update in respect of the following:
(a) Notices issued to creditors;
(b)  The status of the Applicant’s restructuring activities;

{c) The status of the Applicant’s cash flow; and
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4.

(d} The Applicant’s request for an extension to the Stay Period with an

increase in the role of the Monitor in the sale process.

Capitalized terms not defined in this First Report are as defined in the Initial
Order.

TERMS OF REFERENCE

5.

In preparing this First Report, the Monitor has relied upon unaudited financial
information, company records and discussions with management of the Applicant.
The Monitor has not performed an audit, review or other verification of such
information, and assumes no responsibility or liability for any loss or damage
occasioned by any party as a result of a circulation, publication, reproduction or
use of this Report. Any use which any party, other than this Bonourable Court,
makes of this Report, or any reliance on or decisions made based on it, is the sole

responsibility of such party.

Unless otherwise stated, all monetary amounts contained herein are expressed in

Canadian dollars.

BACKGROUND

7.

The Applicant is a single purpose entity that owns a simple parcel of undeveloped
real estate located at 66 Temperance Street, Toronto (the “Property”). The
Applicant has no active employees other than Harry Stinson, who is the sole

officer and director of the Applicant.

The Property is leased on a month-to-month basis for rent of $20,000.00 (the
“Rent”) plus GST to Canada Auto Parks (the “Tenant”). Prior to the making of
the Initial Order, the City of Toronto, acting through a bailiff, S. Wilson & Co.,
had attorned the Rent. Following the making of the Initial Order, the Monitor
advised the Tenant, the City of Toronto and the bailiff of the terms of the Initial
Order and the Rent for the month of August was, accordingly, paid by the Tenant
to the Applicant.
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9. A copy of the Initial Order and the Application Record of the Applicant filed with
this Honourable Court (the “Application Record”) have been posted by the
Monitor on its website at http://www.bdo.ca/sapphire.

NOTICE TO CREDITORS

10.  Pursuant to the terms of the Initial Order, the Monitor has mailed a notice to every

know creditor of the Applicant having a claim of more than $250 against the
Applicant, notifying the creditor of the making, and enclosing a copy, of the
Initial Order in accordance with paragraph 34 of that Order (the “Monitor’s
Letter”). A copy of the Monitor’s Letter is attached to this Report as Schedule
A

FINANCIAL PERFORMANCE SINCE THE DATE OF THE INITIAL ORDER

AND CASH FLOW FORECAST

11.

The sole monthly receipt of the Applicant is the Rent, and the monthly
disbursements are estimated by the Applicant to be in the range of $20,000.00,
primarily to make “on-account” payments for the Applicant’s legal fees and
disbursements, the fees of the Monitor and its counsel and fees for services

invoiced to the Applicant by corporations related to the Applicant.

RESTRUCTURING ACTIVITIES

12.

13.

In the Application Record, the Applicant advised this Honourable Court of an
offer (the “Offer”) for the Property from a company controlled by Tulip Business
Developers (“TBD”) that was accepted by the Applicant and was scheduled to
close on October 31, 2007. Under the terms of the Initial Order, the Applicant
was authorized to do whatever was reasonably necessary to complete the sale of

the Property on the terms of the Offer.

The Applicant advised the Monitor on August 8, 2007 that the Offer had been
terminated by TBD and that the deposit paid by TBD to the Applicant under the
terms of the Offer had been returned to TBD. The Applicant has advised the
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Monitor that the Applicant had satisfactorily responded to all due diligence

enquiries from TBD prior to the termination of the Offer.

14,  The Monitor has been made aware of an article that appeared in the Business
Section of The Toronto Star on Friday, August 10, 2007 (a copy of which is
attached to this Report as Schedule “B”) in which it is stated that “the Tulip deal

iy still alive.”

15.  Subsequent to the publication of the article, the Applicant after consultation with

the Monitor, has again confirmed that the Offer has been terminated by TBD.

16.  The Applicant has proposed and the Monitor concurs, that it is appropriate, given
the extended marketing of the Property by the Applicant and the termination of
the Offer, that BDO Dunwoody Limited, as Monitor be granted supplemental
powers to take a primary role in the control and implementation of the sale of the
Property in order to facilitate the distribution of the net sales proceeds thereof as
part of a Plan of Compromise or Arrangement of the Applicant with its creditors
(the “Plan”).

CLAIMS OF CREDITORS

17.  The Monitor had noted in the Monitor’s Letter that it is the Applicant’s intention
to file a Plan once a sale is finalized and to implement a Claims Bar process at
that time to settle the quantity and priority ranking of the claims of the various

creditors and groups of creditors of the Applicant.

18.  The Application Record discloses that the following charges are registered against

the Property:
Chargee Principal Amount Date of
of Charge Registratien
Graphic Aris $10,5000,000.00 2005/05/05
Building
Incorporated
Stinson Financial $6,000,000.00 2005/05/05
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Chargee Principal Amount Date of
of Charge Registration

Corporation, as bare
Trustee for a number
of investors

Leslie Steven $250,000.00 2007/04/18
Mason, in trust (for

Shibley Righton

LLP)

Oro Properties $250,000.00 2007/05/23
Limited '

Leslie Steven $275,000.00 2007/06/19
Mason, in trust (for

Shibley Righton

LLP)

Peter Walmsley, $155,000.00 2007/06/19
Glenda Dell and
Roberta Mattson

19.  The Monitor notes that it is not within its mandate under the Initial Order or
otherwise in this CCAA proceeding to review or formulate any opinion at this
time as to whether any of the charges in the preceding paragraph may be subject
to review by the creditors or their representatives, and creditors should be seeking

their own advice in this regard.

20. The affidavit of Harry Stinson included in the Application Record also notes that
there are indirect obligations of approximately $1,500,000.00 related to the
development of the Property. The Monitor has requested copies from the
Applicant of the documnentation relating to these obligations and expects to be in a
position to provide a summary of the terms of those obligations in the next Report

of the Monitor to this Honourable Court.
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THE APPLICANT REQUEST FOR AN AMENDMENT TO THE INITIAL
ORDER AND AN AMENDMENT TO THE INITIAL ORDER AND AN -
EXTENSION TO THE STAY PERIOD

71.  In the Monitor’s view, the sale of the Property is essential to the successful

restructuring of the Applicant.

72, Pursuant to the Initial Order, the Stay Period expires on August 19, 2007. The

Applicant is seeking an extension of the Stay Period.

23, An extension to the Stay Period, together with the proposed expanded role of the
Monitor in the sale process, is necessary to market and sell the Property so that

the Applicant will be in a position to develop the Plan.

24.  In the Monitor’s view, the Applicant has been and is acting in good faith and with
due diligence during this CCAA proceeding. The Monitor is of the view' that the
extension to the Stay Period is appropriate in the circumstances and therefore

recommends that an extension of the Stay Period be granted..

All of which is respectfully submitted this 14th day of August, 2007.
BDO DUNWOODY LIMITED

in its capacity as Court Appointed
Monitor of the Applicant

I Sl A
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BDO Dunwoody Limited 123 Fromt Street West Suite 1260
‘ Toranto Ontarlc Canada M3 2M2
Telephone: {416) 863-0219

A
i Fax: {416 365-0904
www Bidorcg
31 uly 2007
TO THE CREDITORS:

Re:  In the Matter of the Companies’ Creditors Arrangement Act and
In the Matter of a Plan of Compromise or Arrangemeri of
Sapphire Tower Development Carp.

Please be advised that Sapphire Tower Development Corp. ("Sapphire”) filed for
protection under the Companies’ Creditors Arrangement Act ("CCAA") on 20 July 2007.
BDO Dunwoody Limited was appointed by the Court as Monitor.

We attach hereto a copy of the Initial Order of the Honourable Mr. Justice P.A. Cumming,
which is served on you as required by paragraph 34 of the QOrder.

A copy of the initial Order can also be found on the Monitor's website,

www.bdo.ca/sapphire and the website will be updated from time o tirne with news
updates, Monitor’s reports, and further Court Orders.

Sapphire filed for protection under the CCAA in the face of inuninent power of sale
proceedings initiated by the first mortgagee at 66 Temperance Street. Sapphire had on 17
July 2007 accepted an offer for the sale of that property, (as noted in paragraph 9 (a) of the
Initial Order), and believes that the accepted offer is more attractive than what could Likely
be achieved in a distressed sale initiated by 2 mortgagee. The accepted offer is currently in
a one-month due diligence period expiring about 17 August 2007.

The Initial Order provides a 30 day Stay of Proceedings, at the expiry of which Sapphire
will likely seek extensions pending closing of the sale (or to seek another sale if this one
were to abort), in the expectation of finalizing a sale of the real estate as soon as possible,
and thereby maximizing a return for the creditors.

It is not necessary at this time to provide the Monitor with full particulars of your claims,
or to submit supporting documentation.

It is Sapphire’s intention to #le a Plan of Compromise or Arrangement with its creditors,
once a sale is finalized, and at that time a Claims Bar process would be implemented to
settle the quantity and priority ranking of the daims of the various creditors, and groups
of creditors.

Yours very traly,

BDO DUNWODDY LIMITED
Monitor

Per:

Uwe Manski, FCA, FCIRP
President

/e
Encl.
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H T have ta work rmy ass off for the

restofmylife, I will not screw pecple.
~ Harry Stinson

Mot so long age, Harry Stinson's
dreamsecape floated high above his
condo-hetel 2t 1 King West, souring
to 81 storeys of shimmering biue
glass that would arise from a park-
inglot at 66 Temperance S¢.

Raturally enough. he calied it the
Sapphire Tower.

As Stinson imagined it. there
wold be ¢ si-lit infinity pocd,
glass-wehed shuttle eievetors, gir
valar apartments with rep-sided
“Citizen Kanc” frepizces, and &
“Sky Epa. which even on the cloud-
lest days wonic never be gloomy.

There are 5o blue siges for Harmy
Stinson these days.

Cm Jaly 20, Sapphire Tower De-
velopment Corp., of which Stinson
is the sole shareholder, officer and
director, fied for, and was granted,
bankruptey protection.

This is ot to be confused with 1
King, which was granted protection

tinson’s tower
ig dreams
umbling down

for his shimmering, clusive Sapphire condo projeet

-0 have $tinsen removed from 1

from ereditors in April Last week,
theatre produver Lavid Mirvish,
who it owed more than £12 millien
by Stinson, filed a notice of moton

Eing and to have a recelver ap-
poinied 1o take over operations.
That motion. originally set to be
heard today. has been put over to
Aug. 2.

OTWUS 1094658 em SECLLS. o barre) f tops for reliability

There's no other way 1o ook ol jt:
the dreams of the pwereurial Stin-
FOI HIC CONNNG Wndone.

He sounds exhnusted Jio i cer-
tadnly belesguered. "Whal 6u vou
ininkisinitiorme st this siage?™ he
ashs. “Tt would have bwen o Jol sane
pler to formally walk swny fom
this thing. And mevbe ) sheuld
have ”

In an 2ffidavit filed in support of
hiz Szpphire spplication, Stinson

reveuls that s first montgage o 66
Temperante, to the tune of $10.5
million. izin defanlt. That morgage
is beld by Graplic Artx Bujlding
Corp., which sold Stinson the site in
May 200s.

RON BULL/TORUNTO ETAR FIET PRI

Harry Stinson with a model of his Sapphire Tower in August 2004.
Lonstruttion wes 10 start in 2008, bt the project never got off the ground,
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Private deal with
Dubai developer

still alive:

TTINSON trom B1

Further indebtedness, inclading
small mortgages attached by mom-
2nd-pop investors, take Sapphire’s
total indebtedness to $27.6 million.

Pacing a forced power of sale by
Graphit, Stinson seught protection
from the vourts, giving him time to
finalize, he says in his affidavit, &
private sale of the building to Tulip
Business Deveiopers, a Dubai-
based development firm.

The precise sum of the Tulip offer
is not revealed bt it, the affidwdt
states, in exeess of §29 million. A
“significant deposit™ has been
mmade with respect to the purchase
price. Tulip’s due diligence period
expires Aug. )4,

Stinson says he believes the Tulip
deal is stifl slive, that two ather buy-
ers remain extremely interested,
and that he is trying desperately to
secizre maxmun value for 2 whole
host of investors who believed in
the Stinsen vision.

The vision. Harrv Stinson has of-
ten said that the real estate tap-
estTies he has woven in the city are
far 1o complex 1o be explained in
the conventional language of mort-
gagee and moTtgagor. and certainiy
far 1066 creative to be undersiood by
conventional lenders,

Stinson

SAPPHIRE TOWER

» Originally planned {o reach 81
storeys on 2 site on Termperance
St thie ower was 1 have iwo
connected cyfinders covered
with blue glass, cepped with s
globe that would minimize
building sway in the wind.

& The 1,000-unit project was &
festure studio srd one-bedroom
units in the lower jevels,
{wo-bedroom uniis in the higher
ievels and some full-floor swites.
& The project was later
redesigned and reduced to 62
sioreys. Amenities were to
inelude @ private hotel, sps,
Za~hour grocery storg, dry
cleaning service, daycare and
vglet parking.

o in December 2006, the
Ontarie Securities Commission
slleged Stinson broke securilies
iews by selling units without
issuing a prospectus, and
Stingon agreed o pay 2 line.

» The construction start deie
hag been set for 2605, but the

project has never broken ground.

¢ Hatry Stinson's Sapphire Tower
Development Corp. entered
nankruptey protection on July
0.




This is particulsrly troe of Sap-
sshire, b development that morphed
#om lhe initially conceved “To-
ronto Plaza,” to the swish Sapphire,
whichwaémemtwdvalthexm:»
high ambitions of ponald Trump.
“When rezoning for the blue glass
cyiinder was rejected by the city's
planning depariment due to the
shadow it would cast on Nathan
Phillips Square, the Sapphire was
redesigned by Turner Fleischer Ar-
chitects as & kess thrusting, 62-sto-
rey condominium with multi-
tiered residences geared for fapmi-
Hes seeking downtows living.

Through the \ransiormation, in-
vestors who had made deposits on
\umits in what we will call Sapphire 1
were offered the option of placing
those funds in so-calied Stinson
Hospitality bonds. In his affidavit,
Srinson states that approximitely
1.5 million in such “indirect obli-
gations” have been made by Stin-
son Hospitality Inc.

Additionaily, an undisciosed num-
ber of investors provided funds di-
sectly to Sapphire Tower Develop-
ment Corp. by way of promissory
notes. While court filings do not
docament the size of this total in-
vestrnent. a copy of@ single promis-
sory note shows that one Toronte
investor entrusted: $400,000, on
which Stinson pledged a rale of in-
terest, paysble semi-annusally, 6{20
percent

“fhe investor received a single in-
terest payment b May 2006 and
has not seen & pEvIY since.

Stinson declined to comment on
how many such note holders there
are, nor tha sums invested. *There
are” he would say, “a iot of smal}
people whe are peing crushed by
the repercussions to me”

e expressed impatience with the
inpatience of the investors. )

“When you invest in 2 develop-
ment, if you believe you aregoingic
recefve 20 or 25 per cent retum on
your investment, and it i unse-
cured, then to be running around
saying this evil fellow tricked me, I
think it's not entirely foir, They
were investing in @ development.
They were not buying noes from

e - AR B A AT

the Bank of Cansada”

What were they investing in? Stin-
son Hospitality is the company
Stinson incotporated to encoin.
pass his operations withins 1 King
wiich means the interests of the
Sapphire group bleed into the in-
terests of 1 King, which means
we’vegotaxrmsununrhand&

Through last spring, facing the
very real prospect of 3 forced power
of sale of 66 Temperance, Stinson
Iaunched an email initiative meant
to appease these Sapphire mves-
tors. Vigorous hegotiations were
ongoing with= plethora of prospec-
yive deveiopers, he wrots, indhud-
ing: “the hoteliers” urmamed); &
Weet Coast entrepreneus =~ "a
wealthy, very oid but very active
gent in'Vancouver {not Jimmy Pat-
tison); “Jismny?atﬁson}ﬁmseﬁ(a
Jong shot, but they DID express in-
terest & year ago and | am trying 1o
revive it)"; “two very aggressive
young guys in New York who invest
money on behalf of Cargil Corpo-
ration {s very jarge US. group, ap-
parently tied in with Cheney, Bush
and other morally vecucas — but
wealthy — characters)’; “the Las
Vegas bays"; and "the Russians”

Toronto developer Murray Gold-
man thought he had 2 deal with |
Stinson to purchuse the property
for §21 million. “He pulled the deal
on me and it diecl” Goldman says.
“The pext day he signed an offer
with somebody elsef That, oo,
evaporated as Stinson sought 2
buyer at a‘priﬁeabowhis$2’?.6m3-
Tion debi load, “He'll besble to seli
#t,” Goldman says, st not at the
pﬂc&she's'talkingabont'

=1 could have sold” Btinson says.
“They would have taken care ofthe
Brst (mortgage), they would have
taken care of the second, but they
wontddir't have taken care of every-

Harry Stinson insists he has only
the interests of others at heart. As
‘is dreasms whispes into the sunset,
he can but lamend, “There isnot go-
ingtobe anythingin it for me”
jwelis@thesiarcs




