Edmonton and Calgary Trip Reports
Dates March 18 – 20, 2009

By Bill Baker
Genesis

On March 18, 2009 I attended the project meeting for Genesis, chaired by David McDonald of IPM.  The major items of discussion were the completion of the electrical installation so that builders, especially Stellar Homes who is already building on the site, could have access to clean power.  In addition, landscaping was discussed and resulted in a decision to meet with Stony Plain planning dept. to sort out density of trees we would be required to provide – a $97,000 budget.

The question of who would build a fence around the 8 acre pond was brought up and was not resolved.  DM believed it had been agreed that the builders would provide the wrought iron fence – item to be clarified. 

With the completion of the electrical and gas (gas co. to install the gas lines), and some landscaping, the project would be in good shape to welcome builders.  There are other items to be completed such as the final lift of asphalt but this can be deferred until next year. 

I met DM the next day privately to discuss marketing – how are we going to get sell through on the lots and attract builders.  

The idea of building show homes for builders had been brought up in the past and was brought up again – essentially Genesis pays to have show homes built for two or three builders and in return they commit to purchasing lots.  We would need to get some financing in order to do the building. I will work with DM on a plan to allow show homes to be built. 

It is clear that much more needs to be done in order to sell lots and a marketing plan will be formulated in conjunction with a marketing consultant (not IPM).  We need to devise a WOW marketing attack on the market that takes the public by storm and captivates them on the basis of incentives and lifestyle. 
We have a significant problem with Gentech, the major contractor.  They are owed some money for work done on phases 2 – 5.  The claim is for $5.5 Million.  They have a lien on phases 2  - 5 but are seeking some resolution of the matter now.  They understand that Genesis doesn’t have the cash to pay but will put forward other potential solutions, including transfer of other lands.  There is significant investigation on this file that needs to be done in order to determine how this work was done – why the grading and earthworks were done on this phase without a budget and its not yet clear if the work was authorized in writing or why it was done at the initial stages.  I am meeting with Gentech on March 26th to discuss possible approaches to settlement. They indicated in written correspondence that if there is no settlement they won’t continue working at Genesis. 
Stellar Homes

I went to Stony Plain to meet with Mike Klein of Stellar Homes.  It was a productive meeting and he was clearly pleased to see there was activity.  He toured me around the Genesis project and other competitive projects in the area.  

We have a sales agreement with Stellar Homes with lot sales due in February.  They are holding off completing any more purchases until the issue of the electrical is sorted out. It was suggested that we hold $120K in trust from the proceeds of sales for the electrical installation so that an electrical contractor would be able to count on getting paid on time.  I have pitched the TD Bank on this plan which would then allow us to close on two more lots for Stellar and reduce our indebtedness by $528K.  

RCR

RCR Construction has a number of issues that need to be settled with FIC, primarily in the Willow Park development.  I met with Curt Quigley to move this along. 
1. RCR is being sued by buyers as a result of raising prices and FIC has been brought into the suit – the plaintiffs claim that RCR was an agent for FIC and we have not been successful in making the court dismiss that allegation.  The result is we have 5 of our Willow Park lots with Caveats on them and the prospect of a full lawsuit.  I suggested to RCR that they settle this suit by building the homes at the original price.  They are agreeable but wanted us to provide a lower price on the 5 lots – they suggested $95,000.  I met with Curt Quigley, the owner of RCR to discuss this and other items. The $95K price was unattractive to me since it basically required FIC to take a deep discount while RCR would not be discounting their product.  Later in the day at the law office of Trevoy, I made a counter offer of $115,000 plus a premium of $10K for one of the larger lots. There was a counter offer on March 23rd of $105,000 by RCR.  This was not acceptable but in order to get this finalized and potentially avoid continuing litigation, I agreed to $115,000 per lot plus some legal costs. RCR now needs to settle with the plaintiffs.
2. RCR owes FIC about $1 Million as a result of loans it made to RCR.  RCR used the money to build homes and sold the homes without paying back FIC.  I am attempting to settle this matter without litigation.  RCR claims they lost money due to the fact it had sold homes and wasn’t able to complete the sales because FIC didn’t complete the services and in fact was a year late.  This may or may not be accurate and I’m looking into it.  Ultimately after the parties have finished posturing and setting out their legal position, the matter will need to be settled without a protracted lawsuit.  Quigley has been quite clear that he can simply start another company if we win a lawsuit and there would be nothing to collect.  

3. RCR has outstanding purchases pending for 7 lots on which they have provided substantial down payments ($91,000 each).  He is seeking price reductions on these lots but at this point has no bargaining leverage because he signed a charging agreement.  Two of the lots have houses built on them and he is concerned that the purchasers will not close because he can’t provide title to the land.  This is a bargaining chip with #2.

Calmar- Buy a Brand New Single Family Home in Calmar for $1,000 Down!

I don’t believe we can sell lots in Calmar without homes on them and the home must be very, very affordable ($300K or less) for 1,400 sq. ft. with double garage.

I met with Dave LaRose regarding Calmar.  He had been retained to be the sales agent for the lots in Calmar – his contract ran out in December and he wanted it renewed and believed it would be.  I indicated that I’d be interested in having him assist me in putting together a sales program for Calmar based on very low down payment for starter homes. We will need to build a team to sell these lots – some builders, a marketing consultant, a mortgage broker, a lawyer, etc.  David indicated he would be interested in pursuing this with me.  The basic premise is that FIC would take back a 2nd mortgage for anyone who qualifies for a first mortgage of 95% (CMHC insured).  This plan still has some wrinkles to iron out – especially how we get purchasers qualified if they don’t have the down payment in their account already.  A full marketing plan will need to be prepared with timelines, budgets and marketing approaches. 
Legal

I met with David Welsh at Trevoy to review all outstanding legal matters. There are unresolved issues with Crossroads, Dome, RCR and Phoenix Ventures.  

Lenders

I went to Calgary to visit Liberty Mortgage and met with Doug McKinnon.  He is supportive of our efforts to sell properties and listened while I explained some of the other challenges we faced in our efforts to collect other monies owed.  He indicated that he would assist in any way possible but needed to get the payments back to current.  We discussed remedies and how we would work together without a receiver to optimize the sales prices of properties if things came to that. It was a productive meeting, although the bottom line is still – pay the current months interest so we can carry you for another month without taking action.

Refinancing – I am considering a refinancing plan.  We have some good assets and may be able to use another lender to refinance the total package instead of the current arrangement of having 3 lenders (two of them with high rates).  I’m exploring this option with the intent of reducing overall monthly payments and getting some deeper level of cooperation from lenders (especially TD). 

In Summary

The programs being put in place will take time to mature and in the meantime I am seeking to generate sales by any means possible. My basic plan of attack on the properties is to optimize the selling prices of the lots in Genesis and Calmar through clever marketing.  In addition, I will be seeking bulk sales of some of the properties such as Ascot and Pigeon Lake and Devon.  Crossroads needs some resolution of legal issues so we can take possession in order to sell it.   I will assess the progress of rezoning of Pigeon Lake before making a determination of price.  Bottom line is we need to convert land to cash as quickly as possible without distress selling. 
I have ordered updated appraisals on most of the properties to determine Fair Market Value in advance of selling the major parcels off. We also need this for audit and refinancing purposes.
End of Report
