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1. INTRODUCTION AND PURPOSE OF REPORT 
 

 PrimeWest Mortgage Investment Corporation (“PrimeWest” or the “Corporation”) was 

incorporated under The Saskatchewan Business Corporations Act on March 22, 2005, and commenced 

operations in October of 2005 as a Mortgage Investment Corporation (“MIC”). 

 The Corporation provided lending on security of mortgages on real properties situated in 

Saskatchewan, Manitoba and Alberta.  The mortgages transacted by the Corporation did not generally 

meet the underwriting criteria of conventional lenders. As a result, the Corporation’s investments were 

subject to a greater risk and accordingly earned a higher rate of interest than is typical with 

conventional mortgage lending activities.   

 In June of 2016, the contract of the then-President and CEO of the Corporation, Mr. Don Zealand 

(“Zealand”), was terminated, and an interim CEO was engaged, effective August of 2016. 

Subsequently, an in-depth review of the Corporation’s portfolio was performed, which included 

updated appraisals of properties on which the Corporation’s loans were secured (the “Portfolio 

Review”).  

 The Portfolio Review revealed that a number of mortgage loans were under-secured and non-

compliant with the Corporation’s lending guidelines and policies. As a result, the Corporation was 

required to increase its loan loss provision by over $4 million for the year and suspend payment of 

dividends to shareholders for the first time in its history. 

 The interim CEO subsequently resigned in May of 2017, and was replaced by the Corporation’s CFO.  

 In response to the Portfolio Review, in October of 2017 the Corporation filed a Statement of Claim 

against Zealand, claiming a breach of the Corporation’s corporate policy, gross negligence and breach 

of fiduciary duty while he was President and CEO (the “Zealand Action”). Zealand denies all the 

allegations and has filed a counter-claim against the Corporation for wrongful dismissal. A defence to 

the counter-claim has been filed by the Corporation’s solicitors.  

 Throughout 2017 and 2018, the Corporation initiated a number of steps to attempt to improve its 

financial position, including extensive cost cutting, initiation of foreclosure proceedings on non-

performing mortgage loans and pursuit of new investments and capital into the Corporation.  
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 Such efforts did not result in significant financial improvement and, in June of 2018, the Corporation 

sought to sell its entire portfolio of assets. No acceptable proposals were received, culminating in the 

engagement of KPMG Inc. (“KPMG”) by the board of directors (the “Board”) on or about May 29, 

2019, to evaluate potential strategies for the Corporation. 

 Following KPMG’s analysis and recommendations, the Corporation determined that an orderly 

liquidation pursuant to Section 204 of The Business Corporations Act, RSS 1978, c B-10 would be 

the most effective means of winding up the Corporation. 

 On September 24, 2019, at an annual and special meeting of the shareholders of the Corporation, a 

detailed liquidation plan was presented to and approved by the shareholders (the “Liquidation Plan”).  

 The Liquidation Plan provides a mechanism to: 

a) Cease operations in an efficient and definitive manner; 

b) Safeguard the current assets of the Corporation and move to realize them in due course; 

c) Establish a claims process by which to address all Claims in a timely and cost-effective 

manner; and  

d) Make distributions to creditors and, in the event of there being remaining equity, to 

shareholders in as expedited and equitable a manner as possible.  

 The voluntary liquidation and windup of the Corporation commenced effective October 24, 2019 (the 

“Effective Date”), at 5:00PM CST. At that time, all powers of the Corporation’s directors ceased and 

the directors were deemed to have resigned. KPMG was appointed as liquidator (the “Liquidator”).  

 On October 31, 2019, the Court of Queen’s Bench for Saskatoon (the “Court”) issued an order (the 

“Order”) approving the Liquidation Plan and affirming the appointment of KPMG as Liquidator. The 

Order further appointed former directors of PrimeWest, Tom Robinson, Wilson Olive, Francis Bast 

and Tom Archibald, as inspectors of the Corporation’s liquidation (collectively, the “Inspectors”).  

 On December 18, 2019 the Liquidator filed its first report (the “First Report”), which described, 

among other things: 

a) The Company’s primary assets and liabilities; 
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b) The Receiver’s activities to date; 

c) The Company’s interim receipts and disbursements from October 25, 2019 to December 

20, 2019 including a discussion of professional fees incurred to date by the Liquidator and 

its counsel; and 

d) The Liquidator’s proposed claims process for the identification, resolution and barring of 

claims (the “Claims Process”).  

 On January 10, 2020, the Court issued an order (the “Claims Process Order”) approving the Claims 

Process.   

 Merchant Law Group LLP (“Merchant”) is counsel for a putative class action lawsuit against the 

Company and its directors and officers (the “Merchant Action”).  

 Merchant was notified via mail of the requirement to submit a claim in the proceedings pursuant to 

the Claims Process Order.  Merchant was served with notice and all materials in respect of the Claims 

Process Order application.  

Purpose of the Liquidator’s Supplemental Report to the Court of appeal 

 This is the Liquidator’s supplemental report to the Saskatchewan Court of Appeal (the “First 

Supplemental Report”) and has been prepared for the sole purpose of providing background and 

supporting documents received and sent in relation to the Merchant Action. The First Supplemental 

Report is not intended as an update regarding the progress of the Liquidation Proceedings or addendum 

to the First Report of the Liquidator. 

 On January 31, 2020, the Liquidator received an Appearance Day Notice from Merchant for an 

application to be heard at a date to be determined. Subsequently, a hearing on this matter was 

scheduled for March 19, 2020 at 10AM. The Court was then closed because of the COVID-19 

Pandemic.  

 On May 22, 2020, the Liquidator’s counsel brought an application for the advice and directions of the 

Court as to how the matters and issues in regards to the class action were to be determined in the 

liquidation proceedings pursuant to the Claims Process Order.  
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 On July 7, 2020, a fiat was issued by the Court of Queen’s Bench for Saskatchewan which stated that 

Randy Koroluk, the representative plaintiff in the class action represented by Merchant was required 

by the terms of the Claims Process Order to file with the Liquidator a proof of claim within 30 days 

and the Claims bar was extended to August 7, 2020.   

 On August 6, 2020, Merchant filed two proofs of claim attached hereto as Appendix “A”.  

 The Liquidator reviewed the two proofs of Claim filed by Merchant and determined that it meets the 

definition of a Claim as defined in article 1.1 of the Liquidation Plan. On August 21, 2020 the 

Liquidator sent a letter in response to the proofs of claim filed by Merchant attached hereto as 

Appendix “B”.  

 Further background and information regarding the Corporation and these liquidation proceedings, 

including a copy of the Order and the Liquidation Plan, which forms Schedule “A” thereto, can be 

found on the Liquidator’s website at https://home.kpmg/ca/primewest (the “Liquidator’s Website”). 

This Report is respectfully submitted this 21st day of August, 2020. 

KPMG Inc. 

In its capacity as Liquidator of  
PrimeWest Mortgage Investment Corporation 
and not in its personal or corporate capacity. 
 
  

 
Per:  Neil Honess   
         Senior Vice President 
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KPMG Inc. 
DA – Restructuring & Turnaround 
205 5th Avenue SW 
Suite 3100 
Calgary, AB T2P 4B9 
Tel 403-691-8000 
Fax 403-691-8008 
www.kpmg.ca 
 
E. F. Anthony Merchant, Q.C. 
 
Merchant Law Group LLP      
2401 Saskatchewan Drive 
Regina, Saskatchewan 
S4P 4H8  

 

August 20, 2020 

Dear Sir: 

Re: PrimeWest Mortgage Investment Corporation – In Liquidation 
 

NOTICE OF STATUS OF CLAIMS 
On October 24, 2019, PRIMEWEST MORTGAGE INVESTMENT CORPORATION (the 
“Corporation”) commenced voluntary liquidation under The Business Corporations Act, 
RSS 1978, c B-10 (the “Liquidation”) and, by Amended and Restated Order of the Court of 
Queen’s Bench for Saskatchewan dated November 25, 2019, continued the Liquidation 
under Court supervision (the “Liquidation Proceedings”), with KPMG Inc. appointed as the 
Liquidator (the “Liquidator”). 
 

As part of the Liquidation Proceedings, the Court of Queen’s Bench for Saskatchewan 
ordered that a Claims Process be initiated in order that all Claims against the Corporation 
and its directors and officers can be determined.  A copy of the Claims Process Order of the 
Honourable Mr. Justice N.G. Gabrielson dated January 10, 2020, is enclosed.  All terms not 
otherwise defined in this letter shall have the meanings ascribed to them in the Claims 
Process Order. 

 
You are receiving this letter for the following reasons: 
1) You have filed two Proofs of Claim against the Directors. 

2) The term “Claim” is defined at Article 1.1 of the Liquidation Plan attached as Schedule 
“A” to the Order of the Honourable Justice N.G. Gabrielson dated November 25, 2019, 
which Liquidation Plan was approved by such Order.  The definition of “Claim” in the 
Order dated November 25, 2019, was adopted in the Claims Process Order.  A Claim 
includes “…any right of any Person against the Corporation in connection with any 
indebtedness, liability or obligation of any kind of the Corporation and any interest 
accrued thereon or costs payable in respect thereof, whether liquidated, unliquidated, 
reduced to judgment, fixed, contingent, matured, unmatured, disputed, undisputed, 
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legal, equitable, secured, unsecured, present, future, known or unknown, by guarantee, 
surety or otherwise, and whether or not such right is executory or anticipatory in nature, 
including any claim made or asserted against the Corporation through any affiliate or 
associate or any right or ability of any Person to advance a claim for contribution or 
indemnity or otherwise with respect to any matter, action, cause or chose in action, 
whether existing at present or commenced in the future with respect to any matter, 
action, cause or chose in action; and any existing or future right of any Person against 
any one or more of the Directors which arose or arises as a result of such Director’s 
position, supervision, management or involvement as a Director or otherwise in any 
other capacity in connection with the Corporation, whether such right, or the 
circumstances giving rise to it, arose before or after the Effective Date and whether 
enforceable in any civil, administrative or criminal proceeding”. 

3) The Liquidator has reviewed the two Proofs of Claim filed by your office, and has 
determined that it meets the definition of a “Claim” against the Directors. 

4) The Liquidator has further determined that it is unable to accept, revise or reject the 
Claim summarily and, therefore, pursuant to paragraph 22 of the Claims Process Order, 
the Liquidator is required, in due course, to file and serve upon your office a Notice of 
Application returnable in the Liquidation Proceedings seeking the direction of the Court.  

5) This letter constitutes written notice to the Claimant by the Liquidator that it will serve 
the Notice of Application upon your office at the earliest possible opportunity. 

6) No further action is required by or on behalf of you in regard to this claim at this 
time.   

Should you have any questions or concerns regarding the foregoing, please contact Cristina 
Pimienta at 403-691-8406, or cpimienta@kpmg.ca. 

 

Yours faithfully, 

KPMG Inc., in its capacity as liquidator  
of PrimeWest Mortgage Investment Corporation,  
and not in its personal or corporate capacity 
 
 
 
Neil Honess, Senior Vice President 
Enclosure 

mailto:cpimienta@kpmg.ca



