District of Ontario
Division No.: 09 - Toronto
Estate No. 31-2502463
Court No. 31-2502463

IN THE MATTER OF THE BANKRUPTCY OF
ECO ENERGY HOME SERVICES INC.
OF THE CITY OF TORONTO
IN THE PROVINCE OF ONTARIO

Trustee’s Preliminary Report to the Creditors
BACKGROUND

1. Eco Energy Home Services Inc. (‘Eco Energy” or the “Company”) sold, rented and
serviced heating, ventilation, and air conditioning (*‘HVAC") systems. The Company was
headquartered in Toronto, Ontario.

2. Eco Energy derived the maijority of its revenue from two sources: (i) the sale and rental
of HVAC equipment to residential customers throughout Ontario and Western Canada, and (ii)
the maintenance and servicing of HVYAC equipment.

Causes of Insolvency

3. Pursuant to the terms of the Amended and Restated Consumer Lease Program
Agreement dated November 12, 2015 (the “Agreement”) between Eco Energy and its secured
lender, EcoHome Financial Inc. (‘EcoHome”), the Company was required to make certain
payments to EcoHome. The Company failed to make these payments in the normal course.

4. As Eco Energy was in default of its payment obligations pursuant to the Agreement and
general security agreement, EcoHome issued a Notice of Intention to Enforce its Security on
January 22, 2019, pursuant to S. 244 of the Bankruptcy and Insolvency Act.

5. On February 7, 2019, EcoHome made an application for the appointment of a receiver
over Eco Energy.

6. On April 3, 2019, by Order of the Ontario Superior Court of Justice (Commercial List)
(“Court”), RSM Canada Limited was appointed as the Receiver and Manager (the “Receiver”)
without security, of all of the assets, undertakings and properties of Eco Energy. Subsequent to
its appointment, the Receiver took possession and control of the assets of the Company.

7. Also, a bankruptcy application was made by EcoHome on March 21, 2019, which was
heard on April 16, 2019. The Company was adjudged bankrupt on that date.

8. Details of the Receiver's activities are set out in the Receiver's reports to the Court,
which are available on the Receiver’s website at:

rsmcanada.com/eco-energy-home-services-inc
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SECTION A: PRELIMINARY EVALUATION OF ASSETS

9. According to Eco Energy’s Statement of Affairs, the assets of the Bankrupt as at the

date of bankruptcy consist of the following:

Estimated to Realize

Inventory $51,417.00
Accounts receivable 360,415.03
Machinery, equipment and plant 5,000.00
Furniture 10,000.00
Vehicles 7,500.00
Other 150,001.00
Total assets $584,333,03

a) Inventory

The inventory is comprised of HYAC equipment and parts. The amount set out
on the Statement of Affairs represents the Company’s estimate of the realizable
value of all inventory.

b) Accounts Receivable

According to Eco Energy’'s Statement of Affairs, Eco Energy’s accounts
receivable as of the date of bankruptcy consisted of the following:

Book Value

Receivables - Various $674,379.20
Due from Global Eco Solutions 1,194.49
Landing and Other Receivables 81,081.74

$756,.655.43

The principal of the Company advised the Trustee that of the $756,655.43 total
accounts receivable recorded on Eco Energy’s books, only $360,415.03 would
be collectible by the Trustee.

) Machinery, equipment and plant

The $5,000 listed as the realizable value of machinery, equipment and plant on
the Statement of Affairs is comprised primarily of a forklift owned by the
Company, as well as computer equipment.

d) Furniture

The Principal of the Company estimates the value of all furniture at the
Company’s office to be $10,000.

e) Vehicle
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The Company owns one vehicle, a 2014 Mercedes-Benz Sprinter van.
e) Other
Eco Energy maintained a self-funded portfolio of rental contracts (the “Self-
Billing Portfolio”). According to the principal of the Company, the Self-Billing
Portfolio is comprised of 106 rental agreements, with an aggregate realizable
value of $150,001.00.
10. As noted above, EcoHome, a creditor for approximately $1.6 million, holds a general
security agreement covering all assets of the Company. The Trustee will describe the intended
disposition of these assets to the Inspectors.

SECTION B: CONSERVATORY AND PROTECTIVE MEASURES

11. The Trustee has not taken any conservatory or protective measures as the assets of
Eco Energy are under the possession and control of the Receiver.

SECTION C: LEGAL PROCEEDINGS
12. The trustee has retained Goodmans LLP, in connection with the following:

a) To conduct appropriate searches and to advise the Trustee regarding the validity
of encumbrances;

b) To advise the trustee/ receiver with respect to the sale of the Company’s assets;
and
c) To advise the trustee/ receiver generally with respect to legal matters arising

prior to the first meeting of creditors.

The Trustee is not currently involved in any legal proceedings but is considering various matters
which may now necessitate legal action.

SECTION D: PROVABLE CLAIMS

13. The claims filed by creditors as of 9:00 a.m. on May 6, 2019, are as follows:

Per Statement Filed as of
of Affairs May 6, 2019
Secured $584,333.03 $4,446,117.46
Unsecured 1,117,260.43 23,948.21
Preferred 30,970.79 16,390.94
Contingent 784,197.55

Total $2.516.761.80 $4,486,456.62
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14. The Trustee will review the differences between the amounts set out in the Proofs of
Claim filed and the amounts included in the SOA in the event there are funds available for
distribution to Eco Energy’s creditors.

SECTION E: SECURED CREDITORS

15. A search conducted of the Personal Property Security Act Registration System (“PPSA”)
identified three parties as having a secured interest in Eco Energy’s assets as at the date of
bankruptcy:

Secured Party Charge over
Enbridge Gas Distribution Inc. (“Enbridge”) Accounts, Other
Ecohome Financial Inc. Inventory, Equipment, Accounts, Motor
- Vehicles, Other
Royal Bank of Canada (“RBC”") Inventory, Equipment, Accounts, Motor
Vehicles, Other

16. The Enbridge registration, which relates only to “Accounts” and “Other”, was registered
prior to EcoHome’s registration. The RBC registrations were registered after EcoHome's
registration.

17. The Receiver received from its independent counsel, Goodmans LLP, confirmation that
EcoHome’s security interest is legal, valid, binding and enforceable against Eco Energy.

Third Party Property

18. The Trustee has been advised by Reliance Home Comfort (“Reliance”) that certain
HVAC inventory located at Eco Energy’s head office is subject to a consignment agreement
between Eco Energy and Reliance. Reliance has not yet submitted a claim in respect of this
property. The Trustee will discuss this with the Inspectors as needed.

SECTION F: ANTICIPATED REALIZATIONS AND PROJECTED DISTRIBUTION

19. Based on the amount owed to the secured creditor(s), it is the trustee’'s preliminary
assessment that the realizations from the sale Eco Energy’s assets will not be sufficient to repay
the secured creditors in full. As a result, there will be no funds available for distribution to Eco
Energy’s unsecured creditors.

SECTION G: TRANSFERS AT UNDERVALUE AND PREFERENCE PAYMENTS

20. The Trustee has identified a number of suspect transactions that occurred in the
reviewable period prior to the date of Bankruptcy. As of the date of this report, the Trustee has
not yet determined if any of these transactions were preference payments or transfers at
undervalue. The Trustee will review this matter further with the Inspectors.
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SECTION H: OTHER MATTERS

21. The Trustee has nothing further to report at this time.
Dated at Toronto, Ontario, this 6! day of May, 2019.

RSM CANADA LIMITED in its capacity as
Trustee of the Estate of Eco Energy Home Services Inc., a bankrupt

and ncy&
/

Per: Bryah/A, Tannenbaum, FCPA, FCA, FCIRP, LIT
President




