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        Court File No.: CV-19-00612265-0000 

ONTARIO 
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

IN THE MATTER OF AN APPLICATION PURSUANT TO SECTION 243(1) OF 
THE BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, c. B-3, AS 

AMENDED, AND SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.O. 
1990, c. C.43, AS AMENDED 

B E T W E E N: 

TEMISKAMING DEVELOPMENT FUND CORPORATION, 
Applicant 

- and - 

1793082 ONTARIO LTD., o/a K.D. QUALITY PELLETS 
Respondent 

FIRST REPORT OF THE INTERIM RECEIVER 

February 8, 2019 

INTRODUCTION AND BACKGROUND 

1. This report (the “Interim Receiver’s Report”) is filed in connection with an application

made to the Ontario Superior Court of Justice (Commercial List) (the “Court”) by

Temiskaming Development Fund Corporation (“Temfund” or the “Applicant”) seeking an

order pursuant to Subsection 243(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985,

c. B-3, as amended (the “BIA”) and Section 101 of the Courts of Justice Act, R.S.O. 1990
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c. C.43 (the “CJA”) appointing Grant Thornton Limited (“GTL”) as the receiver and

manager (the “Proposed Receiver”) over all of the assets, property, and undertakings of 

1793082 Ontario Ltd., o/a K.D. Quality Pellets (“KD Pellets” or the “Company”), 

substantially in the form included in Temfund’s Initial Application (as defined below) (the 

“Appointment Order”).   

Initial Application & January 10th Order 

2. On January 9, 2019, Temfund filed an application with the Court (the “Initial Application”)

seeking, among other things:

(a) an order appointing GTL as monitor, without security, over all of the property, 

assets, and undertakings of the Company; 

(b) an order appointing GTL as receiver and manager, without security, over all of the 

property, assets, and undertakings of the Company, the hearing of which to be 

made on at least seven (7) days’ notice; and 

(c) an order approving and authorizing a proposed sale process (the “Sale Process”) 

as outlined in a report issued by the Proposed Receiver dated January 7, 2019 

(the “Proposed Receiver’s Report”), a copy of which is attached hereto as 

Appendix “1”. 

3. On January 10, 2019, the Court issued an order (the “January 10th Order”) that, among

other things:

(a) granted Temfund the right to appoint an authorized representative (in such 

capacities, the “Representative”), with respect to its secured interest in the 

properties, assets, and undertakings (collectively, the “Property”) of the Company; 
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(b) granted immediate, reasonable and unrestricted access to the premises of the 

Company at 999582 Highway 11 north, R.R. #2, in the town of New Liskeard, 

Ontario (the “Premises”);  

(c) permitted the Applicant to appoint GTL as its Representative pursuant to the 

January 10th Order; and 

(d) directed the Company to maintain the Property and the Premises including paying 

all utilities and insurance payments in respect of same. 

A copy of the January 10th Order and corresponding endorsement are collectively attached 

hereto as Appendix “2”. 

4. On January 15, 2019, pursuant to an engagement letter between GTL and Temfund, GTL

was engaged to act in the capacity of Representative on behalf of Temfund in accordance

with the January 10th Order.

5. Upon its appointment as Representative, GTL engaged in various discussions with

Kenneth Andrew Doupe (“Mr. Doupe”), the principal of the Company, Evans Bragagnolo

& Sullivan LLP (“EBS LLP”), the Company’s counsel, and Frank Benincasa (“Mr.

Benincasa”), President of Bionorth Technology Holdings Corporation (“Bionorth”), a

secured creditor of the Company.  In its discussions with the aforementioned individuals,

GTL was made aware of the following:

(a) there was no active insurance coverage over the Premises or the property 

contained therein, in contravention of the January 10th Order; 

(b) the Company’s hydro provider, Hydro One Networks Inc. (“Hydro One”), had 

repeatedly contacted Mr. Doupe threatening to disconnect and discontinue the 

hydro services in the absence of payment to Hydro One; 
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(c) the hydro account had accumulated approximately six (6) months of arrears in 

excess of $50,000, a contravention of the January 10th Order; and 

(d) the hydro account was in the name of Bionorth, not KD Pellets. 

6. Furthermore, Mr. Doupe, EBS LLP, and Mr. Benincasa each advised GTL that KD Pellets

did not have the funding required to secure the required insurance nor pay the arrears

owing to Hydro One.  As a result of this information, the Applicant became concerned with

the Company’s non-compliance with the January 10th Order and the absence of a timeline

for which the Company may become compliant.

7. As a result of the non-compliance with the January 10th Court Order, specifically the threat

of Hydro One disconnecting services, Temfund’s counsel, accompanied by a

representative from GTL, attended Court on January 18, 2019 on an emergency basis.

On that day, the Honourable Justice Mr. McEwen issued an endorsement (the “Hydro

Endorsement”) that, among other things:

(a) scheduled a hearing on January 22, 2019 to hear arguments for potential interim 

relief to be granted to Temfund; and 

(b) ordered Hydro One to continue to provide ongoing services to the Premises 

pending the hearing scheduled on January 22, 2019. 

A copy of the Hydro Endorsement is attached hereto as Appendix “3”. 

Interim Receivership Order 

8. On January 22, 2019, the Court issued an Order (the “Interim Receivership Order”) that,

among other things, appointed GTL as the interim receiver and manager (in such

capacities, the “Interim Receiver”) of the Property.  As outlined in paragraph three (3) of

the Interim Receivership Order, the Interim Receiver was authorized to take possession
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of and exercise control over the Property and perform reasonable steps to protect and 

preserve same.  A copy of the Interim Receivership Order and supporting endorsement is 

attached hereto as Appendix “4”. 

9. Additional information regarding the background of the Company are included in the Initial

Application and the Proposed Receiver’s Report.

PURPOSE OF THIS INTERIM RECEIVER’S REPORT 

10. The purpose of this Interim Receiver’s Report is to provide this Court with an overview of

the activities of GTL in its role as Interim Receiver in these proceedings (the “IR

Proceedings”).

SCOPE AND TERMS OF REFERENCE 

11. Certain information contained in this Interim Receiver’s Report has been obtained from

the records of the Company, publicly available information, and/or is based on discussions

with, and representations made by, Mr. Doupe, EBS LLP, Mr. Benincasa, other creditors

of the Company, and professional advisors retained in this matter.  The information has

not been audited by the Interim Receiver as to its accuracy or completeness, nor has it

necessarily been prepared in accordance with Generally Accepted Accounting Principles

(“GAAP”) or International Financial Reporting Standards (“IFRS”) and the reader is

therefore cautioned that this Interim Receiver’s Report may not disclose all significant

matters about the Company.

12. This Interim Receiver’s Report has been prepared for the use of this Court and the

Company’ stakeholders as general information relating to the Company and to assist the

Court in making a determination of whether to approve the relief sought by the Applicant.

Accordingly, the reader is cautioned that this Interim Receiver’s Report may not be
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appropriate for any other purpose.  The Interim Receiver assumes no responsibility or 

liability for any loss or damage occasioned by any party because of the circulation, 

publication, reproduction or use of this Interim Receiver’s Report.  Any use that a party 

makes of this Interim Receiver’s Report, or any reliance on or decisions to be made based 

on it, is the responsibility of such party. 

13. A copy of this Interim Receiver’s Report and other relevant documents with respect to

these IR Proceedings are available on the Interim Receiver’s case

website: www.GrantThornton.ca/KDQP (the “Case Website”).

14. Capitalized terms not defined in this Interim Receiver’s Report have the meanings

ascribed to them in the Initial Application and/or the Proposed Receiver’s Report.

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

THE INTERIM RECEIVER’S ACTIVITIES 

16. Since the date upon which the Interim Receiver was appointed, the Interim Receiver’s

activities, in addition to those discussed throughout this Interim Receiver’s Report, have

included, among other things:

(a) corresponding with Hydro One and opening a new account under the Interim 

Receiver’s name for the payment of services for the period after the Interim 

Receivership Order; 

(b) obtaining sufficient insurance coverage for the Premises, effective the date of the 

Interim Receivership Order;  

(c) gaining entry to the Premises and engaging a locksmith to have the locks changed 

on the buildings to secure the assets contained therein; 

http://www.grantthornton.ca/KDQP
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(d) contacting a licensed plumber to repair a pipe that fed the sprinkler systems in the 

main building that had burst on the morning of January 23, 2019; 

(e) placing notices of the on all access points to the Premises notifying the public of 

the IR Proceedings; 

(f) confirming the presence of an alarm system and ensuring that such alarms were 

switched into the Interim Receiver’s name and all prior access codes were 

deregistered; 

(g) identifying all bank accounts held by the Company, providing such institutions with 

a copy of the Interim Receivership Order, and advising same to freeze accounts; 

(h) securing snow plow services to ensure the Premises remains accessible; 

(i) engaging a third party to attend the Premises on a daily basis for the purposes of 

maintaining the Property, involving, among other things: (i) checking the electrical 

breakers that keep the sprinkler system active; (ii) monitoring the pressure of the 

fire suppression system; (iii) ensuring the surrounding temperature of the buildings 

are above freezing; and (iv) running a diesel operated floor heater to assist in 

temperature regulation as required. 

(j) corresponding with stakeholders of KD Pellets regarding various matters with 

respect to these IR Proceedings; 

(k) maintaining a public website (i.e. the Case Website) for the IR Proceedings in 

accordance with the Commercial List E-Service Protocol, including, copies of 

motion materials, reports, orders, notices, etc.; and 

(l) preparing this Interim Receiver’s Report. 
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17. The Interim Receiver’s primary focus, as outlined in the Interim Receivership Order, has

been to take possession of, and exercise control over, the Property and any and all

proceeds, receipts, and disbursements arising out of or from the Property.  With a view to

maintaining this limited role, the Interim Receiver has:

(a) not employed any of KD Pellets’ previous employees; 

(b) not carried on or made any decisions with respect to the Company’s business 

operations; 

(c) not terminated, abandoned or disclaimed any of the Company’s contracts; and 

(d) not settled, extended or compromised any indebtedness owing to KD Pellets. 

18. Since the issuance of the Interim Receivership Order, the Interim Receiver has been

contacted by various parties in connection with a potential purchase of the Company

and/or settlement of certain debt owed to certain of the Company’s creditors.  The Interim

Receiver has advised such parties of its limited capacity as Interim Receiver and has

encouraged them to reach out directly to the Applicant’s counsel with any proposals.

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 8th day of February, 2019. 

GRANT THORNTON LIMITED, 
solely in its capacity as the Court-appointed interim receiver  
and manager of 1793082 Ontario Ltd., o/a K.D. Quality Pellets 
and not in its personal or corporate capacity 

Per: ________________________________ 
Dan Wootton, CIRP, LIT 
Senior Vice-President 
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SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

IN THE MATTER OF AN APPLICATION PURSUANT TO SECTION 243(1) OF
THE BANKRUPTCYAND INSOLVENCYACT, R.S.C. 1985, c. B-3, AS

AMENDED, AND SECTION 101 OF THE COURTS OFJUSTICEACT, R.S.O.
1990, c. C.43, AS AMENDED

BETWEEN:

TEMISKAMING DEVELOPMENT FUND CORPORATION,

Applicant

- and -

1793082 ONTARIO LTD, ola K.D. QUALITY PELLETS

Respondent

REPORT OF GRANT THORNTON LIMITED,
THE PROPOSED RECEIVER

January 7, 2018

INTRODUCTION AND PURPOSE OF THIS REPORT

This report (the "Proposed Receiver's Report") is filed in connection with an application

made to the Ontario Superior Court of Justice (Commercial List) (the "Court") by

Temiskaming Development Fund Corporation. ("Temfund") seeking an order pursuant to

section 243(1) of the Bankruptcy and Insolvency Act (Canada) (the "BIA") and section 101

of the Courts of Justice Act (Ontario) (the "CJA") appointing Grant Thornton Limited

("GTL") as the receiver (the "Proposed Receiver") over all of the assets, property and
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undertaking of 1793082 Ontario Ltd., 0/a K.D. Quality Pellets ("KD Pellets" or the

"Company"), substantially in the form included in Temfund's application record (the

"Appointment Order").

2.	The purpose of this Proposed Receiver's Report is to seek the approval of a sale process

should the Appointment Order be granted.

SCOPE AND TERMS OF REFERENCE

3. Certain information contained in this Proposed Receiver's Report has been obtained from

the records of the Company, publicly available information, and/or is based upon

discussions with, and representations made by, other creditors of the Company and

professional advisors retained in this matter. The information has not been audited by the

Proposed Receiver as to its accuracy or completeness, nor has it necessarily been

prepared in accordance with generally acceptable accounting principles and the reader is

therefore cautioned that this Proposed Receiver's Report may not disclose all significant

matters about the Company.

4. This Proposed Receiver's Report has been prepared for the use of this Court and the

Companies' stakeholders as general information relating to the Company and to assist the

Court in making a determination of whether to approve the relief sought. Accordingly, the

reader is cautioned that this Proposed Receiver's Report may not be appropriate for any

other purpose. The Proposed Receiver assumes no responsibility or liability for any loss

or damage occasioned by any party because of the circulation, publication, reproduction

or use of this Proposed Receiver's Report. Any use that a party makes of this Proposed

Receiver's Report, or any reliance on or decisions to be made based on it, is the

responsibility of such party.
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5. A copy of this Proposed Receiver's Report and other relevant documents with respect to

these proceedings will be made available on the Proposed Receiver's website at:

www.GrantThornton.ca/kdgp, if appointed.

6.

	

Capitalized terms not defined in this Proposed Receiver's Report have the meanings

ascribed to them in the application record filed by Temfund.

7.

	

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

BACKGROUND

8. The Company's business is in the manufacture and wholesale of wood pellets, which are

sold to commercial and residential customers for heat and power generation. The

Company operated from a Company-owned facility in New Liskeard, Ontario. The

Proposed Receiver understands that the Company has not been operating for some time,

has little to no active employees and significant debts relative to the size of the business

and asset values.

9. The Proposed Receiver, if appointed, would seek to implement an immediate sale process

so as to reduce the amount of time before a sale transaction could be completed and in

order to make distributions to creditors with proven claims pursuant to the legal priority of

claims. In addition, the Proposed Receiver understands that there may be challenges with

respect to current insurance coverage and utility services. A further reason to consider

approving a sale process would be to take advantage of any Court appearances and

reduce the overall administrative costs of a receivership proceeding.

PROPOSED SALE PROCESS

10.	Pursuant to the Appointment Order, the Proposed Receiver (if appointed, the "Receiver")

would be authorized to, among other things, market and sell the Property (as defined
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herein) of the Company. In an effort to manage time and costs, the Proposed Receiver is

seeking approval of its proposed sale process ("Sale Process") at the same time as the

Appointment Order, if granted.

11. The proposed Sale Process has been designed to market the Company's right, title and

interest, if any, in the inventory, manufacturing equipment, warehouse equipment, real

property, books and records, and intellectual property including any Company owned

patents, web site, and customer lists, among other things (collectively, the "Property").

The Receiver's objective would be to seek a buyer who will consider operating the

business as a turnkey investment opportunity as opposed to a liquidation of the equipment

assets, where possible. In the Proposed Receiver's view, this would provide for the highest

value and recovery to the Company's creditors.

12.

	

In summary, the proposed Sale Process would be a public sale and will be conducted in

the following manner:

(a) The Property will be marketed for sale on an "as is, where is" basis.

(b) The Receiver shall be under no obligation to accept the highest or best offer and

the acceptance of any offer shall be in the discretion of the Receiver however the

Receiver may consult with the Company's senior secured creditors.

(c) The Receiver may, in its discretion, extend the deadline for offers if it considers it

to be appropriate or necessary in the circumstances.

(d) Offers must be accompanied with a deposit equal to at least 10% of the offer

price.

(e) If deemed appropriate, the Receiver may prepare a form of an agreement of

purchase and sale (the "APS") to be used by all prospective bidders. Bidders will

then be able to submit their offers in the form of the APS and be able to provide a

blackline to the APS with any proposed changes or conditions.
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(f)

	

The final sale agreement will be subject to Court approval.

Phase 1: Preparation - Time Frame: 1-2 weeks

	

13.

	

During Phase 1 the Receiver will:

(a) Finalize its review and assessment of the Company's Property for the purposes of

preparing an information memorandum for prospective purchasers.

(b) Prepare a form of solicitation letter or email summarizing the Sale Process and

soliciting parties to express their interest in same.

(c) Prepare a form of non-disclosure agreement (the "NDA") to be executed in order

to obtain information that is not included in the information memorandum and to

further participate in the Sale Process.

(d) Prepare a data room, if deemed appropriate, (the "Data Room") containing, among

other things, financial information, any relevant agreements, customer information,

real property information, and any other information to be shared with prospective

purchasers subsequent to receiving an executed NDA.

(e) Identify and prepare a list of potential purchasers for the Company's Property

("Potential Purchasers").

Phase 2: Marketing - Time Frame: 4-6 weeks

	

14.

	

During Phase 2 the Receiver will:

(a) Circulate the solicitation Letter/email and NDA to the Potential Purchasers where

such Potential Purchasers will include both regional and national buyers. The

solicitation letter may indicate that offers which provide for the continued operation
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of the Company's Property at its current premises will be viewed as a positive term

within their offer.

(b) Directly communicate with industry participants who have expressed an interest in

or who the Receiver believes may have an interest in the Company's

Property/operations.

(c) Advertise the sale of the Company's Property in a Canadian national newspaper.

(d) Allow any Potential Purchasers who execute the NDA to access the Data Room.

(e) Coordinate site visits for Potential Purchasers to inspect the Property and facilitate

Potential Purchaser's due diligence generally.

(f) Maintain the Data Room.

(g) Collect offers from Potential Purchasers by a bid deadline date (which will be set

upon the completion of Phase I but will at a minimum provide for at least a 30 day

due diligence period from when the first solicitation letters are sent to Prospective

Purchasers.

Phase 3: Entering into APA - Time Frame: 2-3 weeks

15.

	

During Phase 3 the Receiver will:

(a) Review all offers submitted in Phase 2 and, where appropriate, discuss the results

of the initial sale process with the senior secured creditors of the Company.

(b) The Receiver may ask some or all of the offerors to re-submit offers for subsequent

rounds of offers. In such a case, the Receiver will, where appropriate, discuss the

results of the sale process with the senior secured creditors of the Company.
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(c)

	

The receiver will select the offer that represents the best offer and will negotiate

the terms of a final sale agreement which will be subject to Court approval.

(d) Once a sale agreement is approved by the Court, the Receiver will work to

efficiently close the transaction as soon as possible and based on the terms of the

sale agreement.

16. It is likely that the Receiver will not be operating the Company's business and as a result,

a longer sale process my not provide for any greater net recovery to the Company's

creditors.

17.

	

The Proposed Receiver has shared its proposed Sale Process with Temfund who is

supportive of the Sale Process steps and timeline.

18. The Proposed Receiver has engaged Cassels Brock and Blackwell LLP ("Cassels") as its

independent counsel, and if appointed as receiver, Cassels will provide an independent

opinion on the validity of the security of any of the senior secured creditors who will receive

a portion of the net sale proceeds.

CONCLUSION AND RECOMMENDATION

19.	The Proposed Receiver respectively requests that this Court approve of the Sale Process

as set out in this Proposed Receiver's Report.

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 7th day of January, 2019.

GRANT THORNTON LIMITED,
solely as the proposed receiver of the Respondent
and not in its ponal orcorporateqapacity

Per:
Dan Wootton, CIF, LIT
Senior Vice-President
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