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INTRODUCTION 

1. On August 18, 2006, the Plaintiffs applied for and obtained an Order (the “IR Order”) pursuant 

to s. 13(2) of the Judicature Act, R.S.A. 2000, c. J-2, as amended.  Pursuant to the IR Order, 

Ernst & Young Inc. was appointed Interim Receiver of certain records of Integra Investment 

Service ltd. (“Integra”), more fully described in Schedule A of the IR Order. 

2. On September 8, 2006, the Plaintiffs obtained a Receivership Order pursuant to s. 13(2) of the 

Judicature Act (the “Receivership Order”).  Pursuant to the Receivership Order Ernst & Young 

Inc. was appointed Receiver and Manager (the “Receiver”) of the following corporations: 

a. Integra; 

b. Aurora River Towers Inc.; 

c. Carling Springs Village Inc.; and  

d. Carling Development (B.C.) Inc. 

(collectively referred to as the “Integra Companies”). 

3. On October 18, 2006, the Plaintiffs obtained a Consent Order (the “Consent Order”) for the 

appointment of Ernst & Young Inc. as Inspector of Rundle Development Cooperative (the 

“Inspector”) under Part 13 of the Cooperatives Act. 

4. The purpose of this fifth report of the Receiver (the “Fifth Report”) is to provide this 

Honourable Court with an update in respect of: 

a. The mortgage amounts raised by Integra which were secured by a mortgage registered 

against the property known as 603 – 11 Ave SE (“603”); 

b. The foreclosure sale by TD Canada Trust (“TD Bank”) as first mortgagee on 603; and 

c. The Receiver’s recommendation with respect to the 603 net sale proceeds paid into 

Court. 

BACKGROUND 

5. The Integra Companies were in the business of promoting investment opportunities that 

included the selling of securities in specific real estate projects and pooling funds raised from 
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individual investors (the “Investors”) to make loans against secured mortgages in these real 

estate projects. 

6. The Integra Companies, acting as a bare trustee, advanced the Investors’ funds to borrowers 

(the “Loans”) with the Loans being secured by mortgages, general security agreements and 

guarantees.  

7. Investors were able to advance funds to participate in these mortgages inside or outside of an 

RRSP. RRSP Investors advanced funds to Olympia Trust Company (“OTC”) and Canadian 

Western Trust (“CWT”) who acted as the bare trustee for RRSP Investors.  OTC and CWT in 

turn paid these funds to legal counsel in trust. Cash Investors (Non-RRSP Investors) were to 

advance monies directly to legal counsel, although a small portion of investors advanced funds 

directly to Integra. Integra acted as bare trustee for the cash Investors. 

8. Prior to advancing funds to participate in the syndicated mortgages Investors signed certain 

documents including a term sheet, co-lending loan administration and agency agreement (the 

“Agreement”) and power of attorney. A copy of the Agreement for 603 is attached as Appendix 

A. The Agreement appointed Integra as Administrator of the mortgage. Section 10.1 of the 

Agreement provides the Administrator with the ability to commence proceedings on behalf of 

and in its capacity as agent for the co-lenders (as defined in the Agreement).  The money raised 

from Investors pursuant to the Agreement was advanced to Rundle Development Co-operative 

(“RDC”) against security of mortgage number 041 398 158 registered against 603 (the 

“Mortgage”).  A copy of the Mortgage is attached as Appendix B. 

MORTGAGE FUNDS RAISED 

9. The Mortgage was originally registered against 603 for $850,000.  Integra transferred part of 

that mortgage to OTC in four separate transfers. Copies of the Transfer of Mortgage documents 

are attached as Appendix C. The Land Titles Certificate for this property indicates that Integra 

as bare trustee had registered a Second Mortgage of $738,500 against this property and OTC as 

bare trustee had registered a Second Mortgage of $111,500 against this property. The Integra 

and OTC mortgages were pari passu and both ranked as a second mortgage against 603, as 

indicated in the Transfer of Mortgage documents.  A copy of the Land Titles Certificate is 

Appendix D hereto. 
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10. Although the Land Titles Certificate does not indicate that CWT had a mortgage against 603, 

OTC acknowledged that part of the registered mortgage of $111,500 should have been 

transferred to CWT and therefore OTC is not disputing the amounts indicated in Integra’s books 

and records, namely $31,500 for OTC and $80,000 for CWT. 

11. The Receiver reviewed the books and records of Integra to determine the amount of funds that 

were advanced under the Mortgage.  The Mortgage was registered against 603 by RDC in 

favour of Integra/OTC/CWT (on behalf of the Investors in 603). The Receiver’s analysis of the 

books and records indicates that $630,500 in principal is owed under the Mortgage comprising 

the following bare trustees: 

Amount
Integra 519,000$        
Olympia Trust Company 31,500$          
Canadian Western Trust 80,000$          
Total 630,500$       

 

12. The Receiver confirms that only $630,500 was raised by Integra with respect to 603 and not 

$850,000 as registered. The Receiver further confirms that it has reconciled and accounted for 

the individual Investors that comprise the Mortgagees in respect of the Mortgage. OTC and 

CWT have also confirmed the Investor listing. 

FORECLOSURE SALE 

13. On September 8, 2004, RDC entered into an agreement with 1015514 Alberta Inc. to purchase 

603 for approximately $319,000, plus RDC assumed the TD Bank mortgage registered against 

the property of approximately $148,000 for a total purchase price of approximately $467,000. 

The transaction to purchase 603 closed on October 15, 2004.  

14. As indicated above money raised from Investors pursuant to the Agreement were advanced to 

RDC and secured by the Mortgage. This Mortgage was registered in second position behind the 

TD Bank mortgage already registered against the property. 

15. The former principals of Integra allege that funds advanced to RDC were to be used in part to 

pay out the TD Bank mortgage and that RDC failed to do so. The Current RDC Board advised 
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that it was its understanding that the TD Bank mortgage was to be assumed by RDC and not be 

paid out. 

16. On January 18, 2006, the TD Bank obtained an Order Nisi/Order for Sale by this Honourable 

Court (the “Order”). This Order provided the Defendant Rundle Development Cooperative 

(“RDC”) a one day redemption period to pay TD Bank $150,285.58 plus costs related to TD 

Banks mortgage registered against 603. A copy of the Order is attached as Appendix E. 

17. RDC defaulted on this payment and TD Bank obtained a Final Order for Sale or Foreclosure on 

603.  

18. TD Bank accepted an offer to purchase 603 for a total purchase price of $550,000.00. The 

Statement of Adjustments and a copy of the Reconciliation of Trust Funds for this transaction 

are attached as Appendix F and G respectively. 

19. On October 22, 2006, $356,401.11 was paid into Court, representing the Net Sale Proceeds as 

identified in the Reconciliation of Trust Funds. 

DISCUSSIONS WITH OTC AND CWT 

20. Integra as Administrator of the 603 Mortgage is not obligated to advise the Investors of actions 

taken by the Administrator on behalf of the Investors. 

21. In the interest of keeping all parties informed the Receiver discussed the allocation of net 

proceeds available for distribution to investors in the 603 property with OTC and CWT. 

22. The Receiver circulated a schedule to OTC and CWT which detailed the allocation of net 

proceeds available for distribution to the RRSP Investors of 603. OTC approved the schedule 

on behalf of their annuitants on January 10, 2007. CWT circulated a copy of the schedule 

provided by the Receiver to their annuitants in early January 2007. On March 12, 2007 CWT 

authorized the Receiver to proceed with this matter.  This schedule only allocated a portion of 

the costs associated with the Receivership investigations into 603 to the RRSP Investors.  

23. The Receiver has spent a considerable amount of time reconstructing Integra’s financial 

records. The Receiver did not anticipate that Integra’s books and records would be in such a 

disorganized state and that the Receiver would be reconstructing the records from source 
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documentation without the assistance of accounting software, trial balances and other relevant 

financial information.  

24. The reconstruction of Integra’s financial records was necessary to trace all funds advanced to 

the borrowers including the funds advanced relating to 603. The Receiver is of the view that all 

Investors (cash and RRSP) should share the costs associated with this reconstruction.  

25. The Receiver no longer supports the distribution schedule previously distributed to OTC and 

CWT with respect to the proceeds paid into Court, attached as Appendix H.  

26. The Receiver recommends that this Honourable Court distribute the proceeds paid into Court 

with respect to the foreclosure sale of 603 to the Receiver. These funds will be held in trust 

pending a further report from the Receiver which will discuss the proposed distribution 

methodology for all proceeds.  

PRIORITY TO FUNDS PAID INTO COURT 

27. The Receiver’s counsel reviewed the Integra/OTC/CWT mortgage previously registered against 

603 and confirms that it was valid. The Receiver confirms that there are no secured creditors 

other than TD Bank ahead of the Integra/OTC/CWT mortgage registered against 603, as 

indicated in the Land Titles Certificate attached as Appendix D. The Receiver is entitled to 

claim payment to the funds paid into Court as administrator of the Mortgage. 

28. The Receiver confirms that RDC signed a promissory note in the amount of $850,000 relating 

to 603, a copy of the promissory note is attached as Appendix I. 

RECOMMENDATION 

29. The Receiver recommends that this Honourable Court distribute the net sale proceeds paid into 

Court with respect to the foreclosure sale of 603 to the Receiver. These funds will be held by 

the Receiver pending further Court Order with regard to the distribution of proceeds.  
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All of which is respectfully submitted this 7th day of June, 2007. 

ERNST & YOUNG INC.  
Solely in its capacity as Court Appointed Receiver 
of Integra Investment Service Ltd, Aurora River Towers Inc., 
Carling Springs Village Inc. and Carling Development (B.C.) Inc. 
 
 
 
 
 
H. Neil Narfason, CA•CIRP, CBV 
Senior Vice-President 
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Distribution of Proceeds paid into Court - 603 - 11 Ave SE
Notes

Funds paid into Court 356,401.11$   

Receiver Fees (5,000.00)       1
Legal Fees (2,500.00)       1

Funds Available for Distribution to Investors 348,901.11$   

Distribution to Investors:
Principle Interest Total

Cash Investors 519,000.00$   99,136.62$      618,136.62$   82.3% 287,200.12$   2

RRSP Investors
CWT 80,000.00$     15,281.17$      95,281.17$     12.7% 44,269.77$     2
OTC 31,500.00$     6,016.96$        37,516.96$     5.0% 17,431.22$     2

Total Mortgage 630,500.00 120,434.76 750,934.76 348,901.11

Balance Unsecured Claim:
Total Distribution Balance

Cash Investors 618,136.62$   (287,200.12)$   330,936.50$   330,936.50$   3

RRSP Investors
CWT 95,281.17 (44,269.77)       51,011.41$     51,011.41$     3
OTC 37,516.96 (17,431.22)       20,085.74$     20,085.74$     3

Total Unsecured Claim 750,934.76$   (348,901.11)$  402,033.65$  402,033.65$   

Notes:
1. Professional fees to prepare report and apply to Court for distribution of funds paid into Court.
2. Includes principle and interest from March 15, 2005 to September 29, 2006 (date of foreclosure sale).
3. The unsecured claim would be a claim against the unsecured assets of RDC.

Ernst Young Inc. Draft for Discussion Purposes Only 03/01/2007
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