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1 INTRODUCTION

1.1 On January 12, 2010, by order of the Supreme Court of British Columbia
(the “Court”) on application of Malkit Johal (“Johal”) and Gurmel Singh
Kainth (“Kainth”), PricewaterhouseCoopers Inc. was appointed Receiver
Manager (the “Receiver”) of The Symphony Development Corporation
(“Symphony” or the “Company”).

1.2 The Receiver has previously filed the following reports with the Court:

1.2.1 March 4, 2010 – Receiver’s First Report;

1.2.2 March 24, 2010 – Supplemental Report to the Receiver’s First
Report;

1.2.3 April 26, 2010 – Receiver’s Second Report;

1.2.4 May 25, 2010 – Receiver’s Third Report;

1.2.5 June 16, 2010 – Receiver’s Fourth Report;

1.2.6 August 19, 2010 – Receiver’s Fifth Report;

1.2.7 October 4, 2010 – Receiver’s Sixth Report;

1.2.8 November 10, 2010 – Receiver’s Seventh Report; and

1.2.9 January 27, 2011 – Receiver’s Eighth Report.

1.3 This is the Receiver’s ninth Report to the Court and is filed for the
following purposes:

1.3.1 Providing the Court with a brief update on the status of this
receivership;

1.3.2 Reporting on the Court’s request that the Receiver image the
memory stick referred to in its order dated June 30, 2011 and
report on its findings relative to certain loan agreement files
contained therein; and

1.3.3 Providing comments on the List of Offsets submitted by Johal as
part of Johal’s appeal of the Receiver’s determination on the
validity of the secured claims submitted by Tejwant Kainth and
0769932 B.C. Ltd. (“076”).
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2 STATUS OF THE RECEIVERSHIP

2.1 A summary of the status of the Receivership is provided below:

Remaining Assets

2.2 Since its last report the Receiver has collected approximately $276,000 in
respect of outstanding GST refunds as a result of updating the Company’s
books and records and filing all the relevant tax returns.

2.3 Security deposits totaling $271,000 are recoverable from the District of
Maple Ridge (“DMR”) once certain additional work is completed pursuant
to agreements with DMR. The Receiver may be able to realize some of
these deposits if the cost of the work required is less than the deposits
held. However, the Receiver is not convinced that the potential benefit is
worth the risk of cost over-runs to the Receiver. The Receiver is seeking
alternate approaches to realizing any potential “equity” in these deposits.

Statement of Receipts and Disbursements

2.4 Attached as Appendix A is a Statement of Receipts and Disbursements
from the date of the Receiver’s appointment to July 31, 2011.

2.5 Cash receipts have totaled $19.7 million and cash disbursements have
totaled $1.7 million, resulting in an excess of receipts over disbursements
of $18.0 million.

2.6 Distributions totaling $13.0 Million have been made to Coast Capital
Savings Credit Union, Tejwant Kainth and the subcontractors to Pacific
Utility Contracting, leaving $5.0 million cash on hand as at July 31, 2011.

Status of appeals to Receiver’s determinations on the Secured Claims

2.7 Integra Architecture Inc. (“Integra”) – The Receiver’s initial determination
of Integra’s lien claim was that it should not be allowed and that it was an
unsecured claim. Subsequent to this determination, the Receiver was
provided with additional information regarding the claim, including
evidence that the work performed by Integra was in respect of an
improvement constructed upon the Albion Slopes Lands. Additionally,
and more importantly, a post-determination judgment of the Supreme
Court of British Columbia altered the previous standard for determining
when an improvement is deemed to have been abandoned for the purposes
of establishing the commencement of the lien period. The effect of this
judgment was to permit the Court to consider the intention of Integra not
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to abandon the improvement until August 21, 2009. In the result,
Integra’s Claim of Builder’s Lien, filed on August 21, 2009, was filed
within the requisite lien period and constituted a valid secured claim.
Details of these material factors were filed in connection with Integra’s
appeal, which was heard on June 15, 2011. The Court accepted the
additional evidence concerning the existence of an improvement, and
applied the new SCBC authority in approving Integra’s secured claim in
the amount of $122,479.24.

2.8 497308 B.C. Ltd (“497”) – The Receiver is not aware of any actions taken
by 497 to schedule an appeal of its claim to date. The Receiver will be
contacting 497 in this regard to make arrangements for an appeal.

2.9 Bassi Brothers Framing Ltd. (“Bassi”) – The Receiver understands that
Bassi is currently seeking court dates to schedule the hearing of its appeal.

2.10 Tejwant Kainth & 076 – Johal has appealed these claims and case
planning conferences are set for August 16 and August 17, 2011. The
following sections of this report address issues raised during the appeal
process.

3 KAINTH FLASH DRIVE

3.1 The Receiver’s original analysis relative to the claims by Tejwant Kainth
and 076 included a description of its efforts to confirm whether the terms
of the loans, at the time they were made, were in fact as set out in the loan
agreements submitted with the proofs of claim. In particular, the Receiver
noted that it had obtained the computer files that the claimants represented
contained the original loan agreements. The Receiver reviewed them to
determine the following:

3.1.1 Whether the loan agreements contained therein matched the loan
agreements that were submitted with the proofs of claim; and

3.1.2 Whether the file creation and print dates pre-dated the dates that
the loans were made in order to corroborate the assertion that the
loan agreements were in place at the time that the loans were
made.

3.2 Although the computer files provided evidence supporting the conclusion
that a loan agreement existed at the time the loan was made, there
remained the possibility that the loan agreements had been altered and re-
printed subsequent to the dates on which the loans were made. Details of
the Receiver’s concerns in this regard, and the qualifications upon the
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Receiver’s conclusions respecting the dates of creation and printing of the
loan agreements, are set out more fully at Appendix H.1 of the Receiver’s
6th Report to Court. As a result of these qualifications, the Johals sought a
further review of the computer files in relation to the loan agreements, and
on June 30, 2011 an Order was granted, directing the Receiver to conduct
forensic testing in relation to the electronic records.

3.3 A copy of the Court’s order made on June 30, 2011 is attached as
Appendix B. In summary, the Court ordered:

3.3.1 That Gurdeep Kainth deliver to the Receiver the flash drive
containing the loan agreement files.

3.3.2 That the Receiver make two bit stream image copies of the loan
agreement files only and return the flash drive to Gurdeep Kainth
or Fasken Martineau DuMoulin LLP (“FMD”) on his behalf.

3.3.3 That the Receiver deliver one copy of the imaged loan agreement
files to counsel for Johal.

3.3.4 That the Receiver prepare a report to the Court as to its review and
analysis of the loan agreement files that addresses, in particular,
the dates of creation and printing of the loan agreement files.

3.4 On July 15, 2011, the Receiver received the flash drive. The Receiver’s
Forensic Technology Solutions group imaged the following four files from
the flash drive:

3.4.1 Loan Agreement – Template.doc;

3.4.2 Loan Agreement – TK.doc;

3.4.3 Loan Agreement – 076.doc; and

3.4.4 Loan Agreement – GP.doc.

3.5 On July 20, 2011, the Receiver:

3.5.1 delivered a CD containing the imaged files to counsel for Johal.

3.5.2 delivered a copy of the CD provided to counsel for Johal and the
original flash drive to Mr. Millar at FMD.
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3.5.3 obtained a confidentiality agreement from Mr. Brown of Boughton
Law Corporation with respect to the imaged files as outlined in the
draft court order.

3.6 The Receiver notes that the draft court order did not include the data file
entitled “Loan Agreement – GP.doc as one of the files to be imaged. The
file was imaged, as it contained one of two loan agreement documents that
formed part of the claim submitted by 076. The Receiver notes that this
additional file was provided by FMD during the course of the Receiver’s
initial claims review and was discussed by the Receiver in its analysis of
076’s claim in its 6th report to the court.

3.7 The Receiver used software called Encase to extract each Microsoft Word
file (“Word File”) and compared the loan agreements contained on the
Word File with the loan agreements submitted with the proofs of claim
provided to the Receiver. The loan agreements contained the same text
and appeared to be identical to the documents submitted with the proofs of
claim.

3.8 The Receiver used Encase to determine the Word File creation dates
which are summarized below:

Word File Creation Date

Loan Agreement – Template.doc June 20, 2006

Loan Agreement – TK.doc. November 19, 2007

Loan Agreement – 076.doc March 31, 2008

Loan Agreement – GP.doc October 3, 2007

3.9 The Receiver notes that without access to the computer used to print the
files or the print server for a network of computers that may have been
used to print the files, it is not possible to determine and verify all the
dates that the Word Files were printed or whether all of a particular Word
File was printed.

3.10 However, the Receiver did review the Word File properties (“File
Properties”) statistics for each loan agreement file. The File Properties
include details as to the creation date, last modified or accessed date, last
printed date and the name of the user that last saved the Word File.
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3.11 File Properties can sometimes be helpful in tracing what has happened to a
Word File; however, there are some limiting features about File Properties
that must be considered. For example:

3.11.1 The creation date for a Word File that is saved on another storage
medium or renamed on the current storage medium will be updated
to reflect the date that the Word File is saved or renamed.

3.11.2 The modified or accessed dates reflect only the date on which the
Word File was last modified or accessed. No log disclosing all of
the modification or accessed dates is maintained or available from
the File Properties.

3.11.3 The printed date reflects only the last date that the Word File was
submitted for printing. No log disclosing all print dates is
maintained or available from the File Properties. Further, the
printed date only indicates the date when a request to print the
Word File was made. It is not definitive in determining whether
the Word File was ever physically printed by the computer or
network being used to print the Word File. A review of the
printing computer’s hard drive or the print server would be
necessary to provide a more definitive determination.

3.12 Based on the print dates contained within the File Properties, the Receiver
compared the print dates of each Word File to the dates that the loan
agreements provided with the proofs of claim indicate that they were
“signed and dated”. The comparison follows:

Word File Printed Dates Signed & Dated

Loan Agreement – TK.doc November 19, 2007 November 19, 2007

Loan Agreement – 076.doc March 31, 2008 April 2, 2008

Loan Agreement – GP.doc October 3, 2007 October 3, 2007

3.13 The fact that the printed dates pre-date or are the same as the “signed and
dated” dates strongly suggests that a form of the loan agreement contained
in each Word File was printed and was available for execution on the
“signed and dated” dates for each loan agreement.
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3.14 However, the Receiver also reviewed the File Properties for each Word
File and noted that in each case the most recent modified date is
subsequent to the most recent printed date. A summary of the last
modified dates follows:

Word File Modified Date

Loan Agreement – Template.doc September 9, 2010

Loan Agreement – TK.doc. September 9, 2010

Loan Agreement – 076.doc September 9, 2010

Loan Agreement – GP.doc September 9, 2010

3.15 The modified date is updated when either a change in the Word File
occurs and is saved or the Word file is opened and then subsequently
saved without any changes. Given that each of the Word Files has a
modified date that post dates the print dates, one cannot conclude with
certainty that the loan agreements contained in the Word Files as provided
to the Receiver were the same loan agreements printed on the print dates.

3.16 In summary, the Word File creation dates and the print dates allow the
Receiver to conclude that a loan agreement, in one form or another,
existed at the time that the loans were made and on the dates that they
were said to have been executed. However, because the last modification
date for each file is September 9, 2010, the Receiver cannot determine
with certainty whether the forms of the loan agreements contained in the
flash drive (which in each case matches the loan agreement submitted with
the proofs of claim for 076 and Tejwant Kainth) were in fact the same
forms of loan agreements that existed when the loans were agreed to by
Symphony.

4 POTENTIAL SET OFF ISSUES RAISED BY JOHAL

4.1 On July 26, 2011, counsel for Johal delivered a document entitled “List of
Offsets of the Symphony Development Corporation” as part of its appeal
from the Receiver’s determination on the secured claims of Tejwant
Kainth and 076. The document outlines certain legal arguments relating to
the assignment of the loan to the Company by Pritam Aulakh and Gurmel
Kainth to 076 and details of up to $1.3 million that could be set off against
claims made by Gurmel Kainth, Tejwant Kainth and Pritam Aulak (the
“Offsets”). A copy is attached as Appendix C. On June 30, 2011, the
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Court requested that the Receiver review the list of Offsets and provide its
comments to the Court.

4.2 When the Receiver made its determination on the Tejwant Kainth and 076
claims, the Receiver conducted a review of the accounts between the
Company and Tejwant Kainth and 076, to determine whether potential
offsets existed, and did not identify any offsets that applied to those
claimants. The Receiver did not consider whether any offsets might exist
as between the Company and Gurmel Kainth, as Mr. Kainth was not
directly a claimant.

4.3 The presentation of the Offsets by Johal raises the following two issues:

4.3.1 Do the Offsets constitute legitimate claims that should be deducted
from claims made against the Company?

4.3.2 Are amounts (if any) owing to the Company by Pritam Aulakh or
Gurmel Kainth eligible for set off against the secured claim of
076?

4.4 The Receiver considers that only amounts determined to be owing from
Tejwant Kainth should be set off against Tejwant Kainth’s claim. Further,
the Receiver considers that any amount owing to the Company by Gurmel
Kainth or Pritam Aulakh could potentially be set off against the claim
advanced by 076, based upon the following:

4.4.1 The claim of 076 relies in part upon an assignment of an obligation
due from the Company to Gurmel Kainth and Pritam Aulakh,
which was assigned to 076;

4.4.2 A debtor is entitled as against an assignee to any set off or defence
existing at the time of the notice to the assignment to the debtor, in
the same manner and to the same extent as the set off or defence
would have been effectual if there had been no assignment; and

4.4.3 The Company received notice of the assignment to 076 on
April 2, 2008, and therefore any amounts due from Gurmel Kainth
and Pritam Aulakh to the Company prior to that date could
potentially serve to reduce the Company’s indebtedness to 076.
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4.5 The Receiver has considered the nature of the Offsets but not conducted a
detailed review to determine the potential validity of the Offsets for the
following reasons:

4.5.1 The Offsets represent select transactions rather than a full
accounting of all the transactions between the Company and either
Gurmel Kainth or Pritam Aulakh. Although the Offsets are
supported by documentation and appear to represent claims in
favour of the Company, there may be other transactions that create
claims against the Company which would operate to reduce the
value of the Offsets. To validate the net balance between Gurmel
Kainth and the Company, for example, the Receiver anticipates
that it would need to review the Company records to identify all
transactions occurring between them. It would have to seek
explanations from Gurmel Kainth and review source documents to
validate the transactions. This exercise could not be completed in
the timeframe provided to the Receiver, and would not be
consistent with the Receiver’s restrictions respecting the review of
unsecured claims; and

4.5.2 Moreover, unless and until it is determined that the Offsets can be
applied against the claims against the Company by 076 or Tejwant
Kainth, there appears to be little value in incurring the cost of
determining whether the Offsets constitute valid claims.

4.6 In summary, it is the Receiver’s view that there is a threshold issue to be
determined before it would be useful to conduct an analysis of the Offsets
related to 076. It is the Receiver’s understanding that counsel for the
Johals and counsel for the Kainths each agree that no analysis of these
Offsets should be undertaken in the absence of a determination of that
threshold issue, and further directions from the Court.

4.7 It is the Receiver's further view that at least those impugned transactions
involving Gurmel Kainth and Pritam Aulakh which precede the date on
which notice of the assignment was provided to the Company (April 2,
2008 - the "Notice Date") prima facie meet the threshold test, and should
be reviewed along with all other transactions which might result in a credit
to Gurmel Kainth and Pritam Aulakh, such that the Receiver can provide a
further report as to the balance of such accounts as at the Notice Date.
Additional transactions may, depending upon the Court's determination as
to the essential validity of the assignment and related Mortgage (as
submitted by the Johals), be added to the transactions under review by the
Receiver.
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4.8 The Receiver would propose to initiate the process by interviewing
Gurmel Kainth to obtain his evidence and position on the impugned
transactions. It would then obtain and review all available primary
resources in its effort to present an accurate and fulsome analysis of the
individual transactions and the balance of accounts as at the material
date(s), to assist the Court in its determination of whether the test for legal
or equitable set off has been satisfied in each case.

4.9 With respect to Tejwant Kainth, the Receiver concludes that there is no
similar threshold issue, such that any Offsets involving her could presently
be considered to operate in reduction of the balance due to Tejwant Kainth
under her mortgage, if they otherwise meet the legal tests for legal and
equitable set off. The Receiver would propose to initiate a review of the
impugned transaction identified at paragraphs 42 and 43 of the List of
Offsets submitted by the Johals. The review would include interviewing
Tejwant Kainth and Gurmel Kainth, and reviewing Symphony’s records.

This report is respectfully submitted this 11th day of August 2011.

PricewaterhouseCoopers Inc.
Court Appointed Receiver Manager of
The Symphony Development Corporation

Neil P. Bunker
Vice President
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APPENDIX A

Receipts ($)

Cash in bank at Vancity 3,695
Term deposits from Coast Capital 850,156
Land Sales

Spencer's Ridge 732,500
Albion Slopes 17,688,000

Pre Appt - GST Refund 276,958
Post Appt GST/HST Refunds 118,615
Motor Vehicle 5,400
Interest Income 64,752
Total Receipts 19,740,075

Disbursements

Commission 423,161
Property tax paid on sale of lands 208,241
Receiver fees 582,763
Legal Fees 363,912
Office expenses 29,488
Utilities 762
HST Paid 107,448
GST Paid 28,347
Insurance 3,765
Repairs & Maintenance 420
Search Fees 190
Contract Labour 2,433
Advertising 449
Filing fees 90
Total Disbursements 1,751,469

Excess of Receipts over disbursements 17,988,606

Represented by

Cash on hand 5,028,680
Distributions

Coast Capital Savings Credit Union 11,582,951
Tejwant Kaur Kainth 471,076
Tejwant Kaur Kainth Mortgage Security Held in Trust 25,000
Pacific Utility Contracting Subcontractors 734,549
Pacific Utility Contracting 146,350

Total 17,988,606

PRICEWATERHOUSECOOPERS INC.
IN ITS CAPACITY AS RECEIVER MANAGER OF

THE SYMPHONY DEVELOPMENT CORPORATION

STATEMENT OF RECEIPTS AND DISBURSEMENTS
FOR THE PERIOD JANUARY 12, 2010 TO JULY 31, 2011
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Court Order dated June 30, 2011
regarding the Kainth flash drive
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