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INTRODUCTION 

1. On February 3, 2025, the Supreme Court of Newfoundland and Labrador (“NL”) in Bankruptcy and 

Insolvency (the “Court”) heard an application by Karwood Contracting Ltd. (“Karwood 

Contracting”), Karwood Ontario Ltd. (“Karwood Ontario”), Karwood Engineering Inc. (“Karwood 

Engineering”), and Karwood Design Group Ltd. (“Karwood Design”) (collectively, “Karwood”, the 

“Companies”, or the “Applicants”) (the “CCAA Application”) for an initial order pursuant to the 

Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (“CCAA”).  

2. BDO Canada Limited (“BDO”), as proposed monitor, prepared a pre-filing report dated January 31, 

2025 (the “Proposed Monitor’s Report”) to provide information to this Court for its consideration 

in respect of the Applicants’ CCAA Application. A copy of the Proposed Monitor’s Report (without 

appendices) is attached hereto as Appendix “A”. 

3. On February 3, 2025 (the “Filing Date”), the Court granted an initial order in these proceedings 

(the “Initial Order”) that: 

a. appointed BDO as monitor of the Applicants in these CCAA proceedings (in such capacity, 

the “Monitor”); 

b. approved a stay of proceedings for the initial 10-day period (the “Stay of Proceedings”); 

c. approved a charge of $100,000 securing the fees and disbursement of professionals 

including the Applicant’s counsel, the Monitor, and the Monitor’s counsel (the “Initial 

Administration Charge”); 

d. approved an entitlement, but not a requirement, of the Applicants to pay for goods and 

services supplied to the Applicants, whether incurred prior to or after the Initial Order, 

and if in the opinion of the Monitor, the supply of such goods or services is necessary for 

the preservation of the business or property of the Applicants; 

e. exempted certain parcels of real property of Karwood Ontario from the CCAA Stay of 

Proceedings, namely: 

i. the residential property located at 236 West Street, Belmont, Ontario, identified 

by property index number (“PIN”) 08195-0655; and 

ii. the residential property located at 35 Honey Bend, St. Thomas, Ontario,  

identified by PIN 35244-2202 (collectively, the ”Exempt Property”).  
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f. authorized Libro Credit Union Limited (“Libro”), as the secured mortgage lender of the 

Exempt Property, to take possession, market and sell the Exempt Property for purposes 

of applying the proceeds of sale against the secured mortgage debt of Libro; and 

g. excluded the Exempt Property from the Initial Administration Charge (or any subsequent 

administration charge), if within ten (10) days of the date of the Initial Order, Libro paid 

to the Monitor $15,000 on account of the charge. 

A copy of the Initial Order granted by the Court is attached hereto as Appendix “B”. 

4. The Initial Order contemplated a comeback motion to be heard February 13, 2025 (the “Comeback 

Motion”).  

5. On February 12, 2025, the Monitor prepared its first report (the “First Report”) to provide 

information to this Court with respect to:  

a. the Applicants’ operations and communications with stakeholders since the granting of 

the Initial Order; 

b. the Monitor’s activities since its appointment; 

c. updates on the Monitor’s understanding of creditor claims against the Applicants; and 

d. the Applicants’ efforts to obtain debtor-in-possession financing. 

A copy of the First Report (without appendices) is attached hereto as Appendix “C”. 

6. At the Comeback Motion held on February 13, 2025, the Court granted a stay extension order (the 

“Stay Extension Order”), extending the Stay of Proceedings granted in the Initial Order to February 

20, 2025. A copy of the Stay Extension Order granted by the Court is attached hereto as Appendix 

“D”. 

7. On February 20, 2025, the Monitor prepared its second report (the “Second Report”) to provide 

information to this Court with respect to:  

a. the Applicants’ operations and communications with stakeholders since the granting of 

the Stay Extension Order; 

b. the Monitor’s activities since the First Report; 

c. an overview of the Applicants’ assets; 
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d. an overview of the Applicants’ revised 26-week cash flow forecast, for the period 

February 3, 2025, to August 1, 2025 (the “Cash Flow Period”) on a consolidated basis 

for the Applicants (the “Revised Cash Flow Forecast”), and the Monitor’s comments 

regarding the reasonableness thereof; 

e. the Applicant’s Comeback Motion, including the following: 

i. an amended and restated initial order (“Amended and Restated Initial Order” 

or “ARIO”) to: 

1. extend the Stay of Proceedings to July 8, 2025 (the “Proposed Stay 

Period”);  

2. increase the Initial Administrative Charge to $250,000 in favour of the 

Applicant’s counsel, the Monitor and its counsel against the Applicant’s 

assets, as security for their respective fees and disbursements incurred 

at the standard rates and charges of the professionals involved with the 

Applicant’s restructuring (the “Administration Charge”); 

3. approve the debtor-in-possession (“DIP”) facility (the “DIP Financing” 

or “DIP Loan”) to be provided by Bank of Montreal (“BMO” or the “DIP 

Lender”) pursuant to a DIP facility agreement dated February 20, 2025 

(the “DIP Term Sheet”); and 

4. approve a charge of up to $750,000 (the “DIP Lender’s Charge”) to 

match the maximum allowable borrowing amount as proposed in DIP 

Term Sheet.  

f. the Monitor’s recommendations on the relief sought at the Comeback Motion. 

A copy of the Second Report (without appendices) is attached hereto as Appendix “E”. 

8. At the Comeback Motion held on February 20, 2025, the Court granted an amended and restated 

initial order (the “Amended and Restated Initial Order”), extending the Stay of Proceedings 

granted in the Initial Order to July 4, 2025 (the “Stay Period”). A copy of the Amended and Restated 

Initial Order granted by the Court is attached hereto as Appendix “F”. 

9. On February 26, 2025, the Court granted a sale approval and vesting order approving the property 

sale transaction of 55 Silver Birch Crescent, Paradise, NL in accordance with and subject to the 

terms of the agreement of purchase and sale (the “55 Silver Birch APS”) entered into by Karwood 
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Contracting, Kate Tobin and Adam Squires on July 8, 2024 (the “55 Silver Birch Sale and Vesting 

Order”). Although a Monitor report was not submitted in respect to the sale of 55 Silver Birch 

Crescent, the Monitor was supportive to the transaction and indicated so in Court. A copy of the 55 

Silver Birch Sale and Vesting Order is attached hereto as Appendix “G”, and a copy of the Monitor’s 

Certificate confirming that all terms and conditions of the 55 Silver Birch APS have been met, and 

the purchase funds called for thereunder have been paid, is attached hereto as Appendix “H”. 

PURPOSE 

10. The purpose of this third report of the Monitor (the “Third Report”) is to provide information to 

the Court with respect to: 

a. the Companies’ motion to seek an order (the “Sale Approval and Vesting Order”): 

i. approving the proposed property sale transaction of 59 Silver Birch Crescent, 

Paradise, NL (the “Purchased Property”) in accordance with and subject to the 

terms of the agreement of purchase and sale (the “APS”) entered into by 

Karwood Contracting and Matthew Strowbridge (the “Purchaser”) on July 12, 

2023 (the “Transaction”); and 

ii. upon completion of the Transaction (as evidenced by the Monitor filing a 

Certificate certifying the same), vesting all rights, title and interest in the 

Purchased Property to  the Purchaser free and clear of all charges, liens and 

encumbrances; 

b. the Companies’ motion to seek an order (the “Distribution Order”, and together with 

the Sale Approval and Vesting Order, the “Proposed Orders”) approving the Monitor to 

distribute certain sale proceeds to be held by the Monitor post-closing of the Transaction; 

and 

c. the Monitor’s recommendations on the relief being sought by the Companies. 

11. The Monitor understands that the Applicants will be relying on the Affidavit of Gregory Hussey  sworn 

April 3, 2025 (the “April 3 Hussey Affidavit”) filed in support of the of relief sought by the 

Companies. 

12. Copies of Court materials filed in these proceedings may be obtained from the Monitor’s website 

established in connection with the CCAA proceedings (the “Website”): 

https://www.bdo.ca/services/financial-advisory-services/business-restructuring-turnaround-

services/current-engagements/karwood.  
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TERMS OF REFERENCE 

13. In preparing this Third Report and making the comments herein, the Monitor has been provided 

with, and has relied upon unaudited financial information, books and records and financial 

information prepared by the Companies, discussions with the management and employees of the 

Companies and other information from various sources (collectively the “Information”).   

a. The Monitor has reviewed the Information for reasonableness, internal consistency and 

use in the context in which it was provided. However, the Monitor 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 Generally Accepted Assurance 

Standards pursuant to the Chartered Professional Accountants Canada Handbook and, 

accordingly, the Monitor expresses no opinion or other form of assurance in respect of 

the Information; and  

b. Some of the Information referred to in this Third Report consists of forecasts and 

projections. An examination or review of the financial forecasts and projections, as 

outlined in the Chartered Professional Accounts Canada Handbook, has not been 

performed.   

14. Future-oriented financial information referred to in this Third Report was prepared based on 

management’s estimates and assumptions. Readers are cautioned that since projections are based 

upon assumptions about future events and conditions that are not ascertainable, the actual results 

will vary from the projections, even if the assumptions materialize, and the variations could be 

significant.  

15. Unless otherwise indicated, the Monitor’s understanding of factual matters expressed in this Third 

Report concerning the Companies and its business is based on the Information, and not independent 

factual determinations made by the Monitor. 

16. All references to monetary amounts in this Third Report are in Canadian dollars unless otherwise 

noted. 

THE PROPOSED TRANSACTION 

17. On July 12, 2023, Karwood Contracting entered into the APS with the Purchaser with respect to the 

Purchased Property in the amount of $401,900, inclusive of applicable taxes, with a closing date of 

January 31, 2024 (the “Closing Date”).  The Purchaser paid a deposit of $20,095 to Karwood 

Contracting on August 17, 2023.  

18. Karwood Contracting and the Purchaser entered into a total of seven (7) amendments to the APS, 

with the latest amendment entered into on March 13, 2025, amending the Closing Date to April 3, 

2025.  
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19. On March 25, 2025, Karwood Contracting and the Purchaser executed a final price sheet (the “Final 

Price Sheet”) confirming the final price of the Purchased Property at $391,086, inclusive of 

applicable taxes. The purchase price was reduced by $9,216, plus applicable taxes, due to a 

reduction in approved options and change orders.  

20. At the request of the DIP Lender, Karwood Contracting engaged Appraisal Associates Limited (the 

“Appraiser”) to provide a progress inspection report on construction to date and an appraisal of the 

Purchased Property as if construction was completed.  The Monitor understands that on or around 

March 21, 2025, the DIP Lender received a progress inspection report estimating construction of the 

Purchaser Property was approximately 80% complete as at the effective date of March 12, 2025, the 

date the Appraiser inspected the Purchased Property.  The Appraiser also estimated the fair market 

value of the Purchased Property, as if completed, was $415,000. 

21. The appraised value of the Purchased Property represents an estimated $23,914 increase in value 

since the APS was executed on July 12, 2023.  The Monitor understands that Karwood Contracting 

management has considered its options, including the option to disclaim the APS to expose the 

Purchased Property to the open market to potentially achieve a higher sale price. However, 

according to management, the additional legal costs to disclaim the APS, the impact on Karwood 

Contracting’s reputation in the local market, and the expected delay in closing, outweighed the 

potential increase in the sale price. As such, Karwood Contracting intends to complete the 

Transaction pending approval of the Court. 

22. The Monitor is of the view that the APS should be approved by the Court due to the following:  

a. the Purchased Property was listed with a realtor and the sale process appears to have 

been fair and transparent, with sufficient effort made to obtain the best price for the 

Purchased Property; 

b. the Monitor is of the opinion that further marketing of the Purchase Property may not 

result in higher net proceeds of sale after considering costs to disclaim the APS and the 

time and effort required to obtain new offers; 

c. the Applicants obtained an appraisal of the Purchased Property and the Monitor is of the 

view that the purchase price contemplated in the APS is fair and reasonable; 

d. the Applicants have acted in good faith, and have not acted improvidently; 

e. the APS and the Transaction is in the best interests of the Applicants and their respective 

stakeholders, as follows:  

i. the senior secured creditor, the Bank of Montreal (“BMO”), is supportive of the 

Transaction; and 



9 
 

ii. the net proceeds from the sale of the Purchased Property will be used to settle 

secured debt related to the Purchased Property and to assist the Applicants’ 

restructuring efforts under the CCAA proceedings (as further detailed in the 

section below). 

f. there has been no unfairness in the working out of the process. The APS was negotiated 

in good faith with an arm’s length party. 

THE PROPOSED DISTRIBUTION 

23. Pursuant to the Companies’ Revised Cash Flow Forecast as attached as Appendix “F” to the Monitor’s 

Second Report, the Monitor understands the Applicants are seeking a Distribution Order to distribute 

the forecast net sale price of $343,786 the Purchased Property, after considering the deposit 

previously received, closing costs, and mechanic lien funds held back on sale, as follows: 

a. a distribution of $158,473 to BMO to settle the builder’s mortgage outstanding with 

respect to the Purchased Property, and a prorate share (representing 1/6th of a revolving 

line of credit secured by a collateralized mortgage and a general security agreement, 

being the prorate share of the six (6) residential properties under BMO’s security); and  

b. a distribution of the remaining net proceeds of sale, notwithstanding mechanic lien 

holdback funds, to Karwood Contracting to assist the Applicants’ restructuring efforts 

under the CCAA proceedings.  

24. The Monitor understands that BMO is the senior secured creditor with respect to the Purchased 

Property and is not aware of any outstanding mechanic lien claims against the Purchased Property 

as at the CCAA filing date.  

MONITOR RECOMMENDATIONS 

25. In the Monitor’s view, the Applicants have acted and continue to act in good faith and with due 

diligence.  

26. Based on the foregoing, the Monitor recommends the Court grant the Proposed Orders: 

a. approving the completion of the Transaction and authorizing Karwood Contracting to 

execute such documents and take such additional steps as are necessary for that purpose;  

b. upon completion of the Transaction (as evidenced by the Monitor filing a Certificate 

certifying the same), vesting the Purchased Property in the Purchaser free and clear of 

all charges, liens, or encumbrances; and 

c. approving the distribution of net sale proceeds to BMO and Karwood Contracting as 

forecasted in the Companies’ Revised Cash Flow Forecast. 
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All of which is submitted to this Court on this 9th day of April 2025.   

 
BDO CANADA LIMITED 
Acting in its capacity as Monitor of  
Karwood Contracting Ltd., Karwood Ontario Ltd., 
Karwood Engineering Inc., and Karwood Design Group Ltd. 
and not in its personal capacity. 
 
Per: 
 

 
Neil Jones, CA, CPA, CIRP, LIT 
Senior Vice-President 
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