Court File No. CV-16-11549-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT
ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF URBANCORP (WOODBINE) INC. AND
URBANCORP (BRIDLEPATH) INC., THE TOWNHOUSES OF HOGG’S
HOLLOW INC., KING TOWNS INC., NEWTOWNS AT KINGTOWNS
INC. AND DEAJA PARTNER (BAY) INC. (COLLECTIVELY, THE
“APPLICANTS”)

AND IN THE MATTER OF TCC URBANCORP (BAY) LIMITED
PARTNERSHIP

MOTION RECORD

February 22, 2017 DENTONS CANADA LLP
77 King Street West, Suite 400
Toronto, Ontario M5K 0A1
Fax: 416-863-4592

Kenneth Kraft (LSUC No. 31919P)
Tel: 416-863-4374
Email: kenneth.kraft@dentons.com

Neil Rabinovitch (LSUC No. 33442F)
Tel: 416-863-4656
Email: neil.rabinovitch@dentons.com

Lawyers for the Moving Party, Guy Gissin the
Israeli Court-appointed functionary officer and
foreign representative of Urbancorp Inc.

TO: THE SERVICE LIST

26202194_1|NATDOCS



URBANCORP (WOODBINE) INC. AND URBANCORP (BRIDLEPATH) INC.
SERVICE LIST

TO: WEIRFOULDS LLP
The TD Bank Tower, Suite 4100
66 Wellington Street West
Toronto, ON MSK 1B7

Edmond F.B. Lamek / Danny M. Nunes
Tel: 416-947-5042 / 416-619-6293
Email: elamek@weirfoulds.com / dnunes@weirfoulds.com

Lawyers for the Urbancorp CCAA Entities

AND TO: KSV ADVISORY INC.
150 King Street West, Suite 2308
Toronto, ON M5H 1J9

Bobby Kofman / Noah Goldstein / Robert Harlang

Tel: 416-932-6228 / 416-932-6027 / 416-932-6225

Email: bkofman@ksvadvisory.com / ngoldstein@ksvadvisory.com /
rharlang@ksvadvisory.com

Monitor

AND TO: DAVIES WARD PHILLIPS & VINEBERG LLP
155 Wellington Street West
Toronto, ON M5V 3J7

Jay Swartz / Robin B. Schwill / Dina Milivojevic
Tel: 416-597-4107 / 416-597-4194 / 416-367-7460

Email: jswartz@dwpv.com / rschwill@dwpv.com / dmilivojevic@dwpv.com

Lawyers for KSV Advisory Inc., in its capacity as Monitor

AND TO: BENNETT JONES LLP
3400 One First Canadian Place
P.O. Box 130
Toronto, ON M5X 1A4

S. Richard Orzy / Raj S. Sahni
Tel: 416-777-5737 / 416-777-4804
Email: Orzyr@bennettjones.com / SahniR@bennettjones.com

Lawyers for Alan Saskin



AND TO: BLAKE, CASSELS & GRAYDON LLP
199 Bay Street
Suite 4000, Commerce Court West
Toronto, ON M5L 1A9

Steve Weisz / Silvana M. D'Alimonte / Michael McGraw
Tel:  416-863-2616/416-863-3860/416-863-4247
Email: steven.weisz@blakes.com / smda@blakes.com /
michael.mcgraw(@blakes.com

Lawyers for Laurentian Bank of Canada

AND TO: ROBINS APPLEBY LLP
120 Adelaide Street West, Suite 2600
Toronto, ON M5H 1 Tl

Leor Margulies / Dominique Michaud
Tel:  416-360-3372 [ 416-360-3795
Email; Imargulies@robapp.com / dmichaud@robapp.com

Lawyers for Terra Firma Capital Corporation

AND TO: TEPLITSKY, COLSON LLP
70 Bond Street, Suite 200
Toronto, ON M5B 1X3

James M., Wortzman / J. Ventrella / Catherine Allen

Tel: 416-865-5315

Email: jwortzman@teplitskycolson.com / jventrella@teplitskycolson.com /
callen@teplitskycolson.com

Lawyers for Atrium Mortgage Investment Corporation

AND TO: FOGLER, RUBINOFF LLP
77 King Street West
TD Centre North Tower
Suite 3000, P.O. Box 95
Toronto, ON M5SK 1 GS8

Vern W. DaRe
Tel: 416-941-8842
Email: vdare@foglers.com

Lawyers for Adrian Serpa and Stefano Serpa



AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

TRENT MORRIS BARRISTER
336-20 De Boers Drive
Toronto, ON M3J OH1

Trent Morris
Tel: 647-366-6837
Email: trent@trentmorris.ca

Lawyer for six purchasers of pre-construction homes

TORYS LLP

79 Wellington Street West, 30th Floor
Box 270, TD South Tower

Toronto, ON M5K 1 N2

Adam M. Slavens
Tel: 416-865-7333
Email: aslavens@torys.com

Lawyers for Tarion Warranty Corporation

DICKINSON WRIGHT LLP
199 Bay Street, Suite 2200, Commerce Court
Toronto, ON M5L 1G4

Lisa Corne / David Preger
Tel: 416-646-4608 / 416-646-4606
Email: lcorne@dickinsonwright.com / dpreger@dickinsonwright.com

Lawyers for certain purchaser of pre-construction units

DEPARTMENT OF JUSTICE CANADA
Suite 3400

130 King Street West

Toronto, ON M5X 1 K6

Fozia Chaudary
Tel: 416-952-7722
Email: fozia.chaudary@justice.gc.ca

MINISTRY OF FINANCE
77 Bay Street, 11" Floor
Toronto, ON M5G 2C8

Kevin O'Hara
Tel: 416-327-8463
Email; Kevin.Ohara@ontario.ca




AND TO: OFFICE OF THE SUPERINTENDENT OF BANKRUPTCY CANADA
25 St. Clair Ave.
Toronto, ON M4T 1M2

Julie Fay
Tel: 416-973-6442

Email: julie.fav@canada.ca

AND TO: GOLDMAN SLOAN NASH & HABER LLP
480 University Ave Suite 1600
Toronto, Ontario M5G 1V2

Mario Forte / Robert Drake
Tel: 416 597 6477 / 416-597-5014
Email: forte@gsnh.com / drake(@gsnh.com

Lawyers for Fuller Landau LLP, Proposal Trustee to Alan Saskin

AND TO: DELZOTTO ZORZI, LLP
4810 Dufferin Street, Suite D
Toronto, ON M3H 558

Robert W. Calderwood / Sabrina Adamski
Tel.: 416-665-5555
E-mail: rcalderwood@dzlaw.com / sadamski(@dzlaw.com

Lawyers for Furkin Construction Inc. and GMF Consulting Inc.

AND TO: FULLER LANDAU LLP
151 Bloor Street West
Toronto, ON MS5S 154

Gary Abrahamson / Adam Erlich / Ken Pearl

Tel: 416-645-6500

Email: GAbrahamson@FullerLLP.com / AErlich@FullerLLP.com /
KPearl@FullerLLP.com

Proposal Trustee to Alan Saskin



AND TO: TORYS LLP

AND TO

79 Wellington Street West, Suite 3000
Toronto, ON M5K IN2

Scott Bomhof
Tel: 416-865-7370
Email: sbomhof@torys.com

Lawyers for First Capital Realty Inc.

FARBER FINANCIAL GROUP
150 York Street, Suite 1600
Toronto, ON M5H 385

Hylton Levy
Tel: 416.496.3070
Email; hlevy@farberfinancial.com

Financial Advisor to the Israeli
Court-appointed Functionary



INDEX



Court File No. CV-16-11549-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF URBANCORP (WOODBINE) INC. AND URBANCORP (BRIDLEPATH)
INC., THE TOWNHOUSES OF HOGG’S HOLLOW INC., KING TOWNS INC,,
NEWTOWNS AT KINGTOWNS INC. AND DEAJA PARTNER (BAY) INC.
(COLLECTIVELY, THE “APPLICANTS”)

AND IN THE MATTER OF TCC URBANCORP (BAY) LIMITED
PARTNERSHIP

INDEX
Tab
Notice of Motion dated February 22,2017 1
First Report to the Court of Guy Gissin, in his capacity as court appointed 2

functionary and foreign representative of Urbancorp Inc.

26202409_1|NATDOCS



TAB 1



Court File No. CV-16-11549-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT
ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF URBANCORP (WOODBINE) INC. AND
URBANCORP (BRIDLEPATH) INC., THE TOWNHOUSES OF HOGG’S
HOLLOW INC., KING TOWNS INC., NEWTOWNS AT KINGTOWNS
INC. AND DEAJA PARTNER (BAY) INC. (COLLECTIVELY, THE
“APPLICANTS”)

AND IN THE MATTER OF TCC URBANCORP (BAY) LIMITED
PARTNERSHIP

NOTICE OF MOTION

THE MOVING PARTY, Guy Gissin, the Israeli Court-appointed functionary officer and
foreign representative (the “Foreign Representative”) of Urbancorp Inc. (“UCI”), will make a
motion to a judge presiding over the Commercial List on a date to be fixed by the Commercial
List, at 10:00 a.m., or as soon after that time as the motion can be heard, at 330 University

Avenue, Toronto, Ontario.

THE PROPOSED METHOD OF HEARING: The motion is to be heard orally.

THE MOTION IS FOR an Order:

1. Setting aside the disallowance of the proof of claim that the Foreign Representative
received from KSV Kofman Inc. (“KSV™), in its capacity as monitor (“Monitor™) of
TCC Urbancorp (Bay) Limited Partnership (“TCC Bay”) in relation to the $6 million
promissory note, dated December 11, 2015 (the “$6 Million Promissory Note”),

originally issued in favour of Urbancorp Toronto Management Inc. (“UTMI”) and then
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2.

assigned to UCI, and allowing the claim in relation to the $6 Million Promissory Note in
full;

Confirming the validity of the $2 million promissory note, dated December 11, 2015 (the
“$2 Million Promissory Note”), originally issued in favour of UTMI and then assigned
by UTMI to Urbancorp Realtyco Inc. (“RealtyCo”) for the benefit of UCI,;

In the alternative, a declaration that first $8 million, plus interest of funds that Vestaco
Investments Inc. (“Vestaco”) receives from TCC Bay are held in trust for UCI and

RealtyCo and be paid to the Foreign Representative on behalf of UCI; and

Such further and other relief that the moving party may request and this Honourable

Court may consider just.

THE GROUNDS FOR THE MOTION ARE:

On December 15, 2014, TCC Bay issued a promissory note to in the principal amount of
$8 million (the “2014 Promissory Note”). The 2014 Promissory Note was issued in
consideration of management fees that were owed to UTMI in an amount equal to at least

$8 million;
The 2014 Promissory Note expressly excluded set-off;

In anticipation of UCI’s bond issuance, and for tax reasons, the 2014 Promissory Note
was replaced with two promissory notes that were issued in favour of UTMI on
December 11, 2015 (the “2015 Promissory Notes”). The terms of the 2015 Promissory
Notes were otherwise identical to the 2014 Promissory Note and again, expressly

excluded any rights of set-off;

UTMI assigned the $6 Million Promissory Note to UCI and assigned the $2 million
promissory note to RealtyCo, for the benefit of UCI;

UCI is a “Holder” Of The Promissory Note and is Entitled to Enforce it on its Terms

26197357_1|INATDOCS



10.

11.

12.

13.

14.

-3

The $6 Million and $2 Million Promissory Notes (collectively, the “2015 Promissory
Notes”) are “promissory notes” pursuant to subsection 176(1) of the Bills of Exchange
Act, R.S.C.1985, ¢.B.-4 (the “BEA”). It is an unconditional promise, signed by the TCC
Bay as the maker, engaging to pay $8 million to UTMI on demand;

UCI and RealtyCo are “holders in due course” of the Promissory Notes, pursuant to
Section 55 of the BEA, and are entitled to enforce it against all parties liable on those

notes, without regard for any defect in title or any personal defences;

When UCI and RealtyCo became the holders of the Promissory Notes, they were neither

overdue (as they are payable on demand) nor had they been previously dishonoured;

UCI and RealtyCo acquired the Promissory Notes for value as the assignment was part of

the consideration related to the Israeli bond issuance (the “Bond Issuance”);
UCI was created for the sole purpose of the Bond Issuance;

UCI and the bondholders were consistently reassured through representations in the
prospectus (the “Prospectus”) issued in respect of the Bond Issuance that the 2015
Promissory Notes were valid, enforceable, and would be transferred to UCI and RealtyCo

as a prerequisite to the Bond Issuance;

Alternatively, even if UCI and RealtyCo. are not “holders in due course”, they
nevertheless are “holders for value” pursuant to Section 53 of the BEA, having given
value and taken possession of the 2015 Promissory Notes, and are therefore entitled to

enforce the 2015 Promissory Notes on their terms;

No defects in title or personal defences apply to invalidate or preclude enforcement of the

2015 Promissory Notes;

At the time the 2014 Promissory Note was issued, TCC Bay owed $8 million to UTMI on

account of management fees;

The 2014 Promissory Note excluded the application of any set-off rights and the 2015

Promissory Notes contained the exact same terms;

26197357_1|NATDOCS



15.

16.

17.

4.

At the time that the 2015 Promissory Notes were issued, the 2014 Promissory Note had

not been repaid;

The 2015 Promissory Notes were issued in respect of the $8 million owing on the 2014

Promissory Note;

On their face, the Promissory Notes provide that they were issued by TCC Bay “For

Value Received”;

First $8 Million, plus interest in TCC Bay Proceeds that would be pavable to Vestaco in the

event the disallowance is maintained should be held in trust for UCI and RealtyCo

18.

19.

20.

21.

22.

If the disallowance of the Monitor is not set aside, then the first $8 million of TCC Bay
proceeds that would otherwise be remitted to Vestaco after payment in full of TCC Bay’s
creditors should be held in trust for UCI and RealtyCo and paid to the Foreign

Representative;

As it is likely that all creditors of TCC Bay will be paid in full, the dispute over the
amount owing under the 2015 Promissory Notes will be between UCI/RealtyCo and
Doreen Saskin, through her ownership/control of Vestaco, in which she apparently has
an entitlement to a preferred return of $12 million prior to any distributions from Vestaco

to Alan Saskin;

It would be grossly unjust and inequitable to allow TCC Bay proceeds to flow to an entity

under Doreen Saskin’s control to the prejudice of UCI and UCT’s creditors;

The Prospectus expressly committed Alan Saskin and his family to assign to UCI the
right to repayment of loans held by entities within the Urbancorp Group in the amount of
$8 million, as consideration for the Bond Issuance. This occurred with the assignment of

the 2015 Promissory Notes;

UCI was created for the Bond Issuance. It did not carry on any operations nor did it have
any assets, until assets (which included the Promissory Notes) were transferred to it by

Alan Saskin and his family in contemplation of the Bond Issuance;

26197357_1|NATDOCS



23.

24.

25.

26.

27.

28.

29.

-5-

The bondholders reasonably relied on the representations made in the Prospectus that the
2015 Promissory Notes would be transferred to UCI and RealtyCo and would be
enforceable to recover proceeds for UCI. The bondholders are deemed to have relied on

these representations to their detriment;

The Bondholders invested in UCI on the expectation that the 2015 Promissory Notes,
would be available to assist with the repayment of the bonds and, ultimately, the recovery
of their investment. The bondholders would be deprived of these proceeds if they are

transferred to Vestaco before the bondholders are repaid in full;

Vestaco should be estopped from recovering the TCC Bay proceeds, otherwise a member
of Saskin’s family would benefit from false representations and avoid obligations that the

bondholders relied upon in the Prospectus;

Vestaco would be unjustly enriched if it, as an entity under Doreen Saskin’s control, is

entitled to recover any TCC Bay proceeds ahead of the UCI bondholders;

Vestaco’s enrichment would be at the expense of a corresponding detriment to the
bondholders, who purchased the UCI bonds on the expectation that in accordance with
the representations in the Prospectus, the Saskin family, including Doreen Saskin, would

cause the transfer of the 2015 Promissory Notes, to UCL.
There is no juristic reason for Vestaco or Doreen Saskin’s enrichment;

Accordingly, any monies received by Vestaco from TCC Bay up to $8 millin, plus
interest should be held in trust for UCI and RealtyCo in satisfaction of the 2015

Promissory Notes;

THE FOLLOWING DOCUMENTARY EVIDENCE WILL BE USED AT THE
HEARING OF THE MOTION:

1.

2.

First Report of the Foreign Representative, dated February 22, 2017; and

Such further and other evidence as counsel may advise and this Honourable Court may

admit.

26197357_1|NATDOCS



February 22, 2017

TO: THE SERVICE LIST
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DENTONS CANADA LLP
77 King Street West, Suite 400
Toronto, Ontario M5K 0A1
Fax: 416-863-4592

Kenneth Kraft (LSUC No. 31919P)
Tel: 416-863-4374
Email: kenneth. kraft@dentons.com

Neil Rabinovitch (LSUC No. 33442F)
Tel: 416-863-4656
Email: neil.rabinovitch@dentons.com

Lawyers for the Moving Party, Guy Gissin the
Israeli Court-appointed functionary officer and
foreign representative of Urbancorp Inc.
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Court File No. CV-16-11549-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. 1985,
¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
URBANCORP (WOODBINE) INC. AND URBANCORP (BRIDLEPATH) INC., THE
TOWNHOUSES OF HOGG’S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT
KINGTOWNS INC. AND DEAJA PARTNER (BAY) INC. (COLLECTIVELY, THE
“APPLICANTS”)

AND IN THE MATTER OF TCC URBANCORP (BAY) LIMITED PARTNERSHIP

FIRST REPORT TO THE COURT
OF GUY GISSIN, IN HIS CAPACITY AS COURT APPOINTED
FUNCTIONARY AND FOREIGN REPRESENTATIVE OF URBANCORP INC.

February 22,2017

A. BACKGROUND
On April 21, 2016, certain direct and indirect subsidiaries (the “NOI Entities”) of Urbancorp

[y

Inc. (“UCI”) commenced bankruptcy proposal proceedings pursuant to Section 50.4(1) of the
Bankruptcy and Insolvency Act, R.S.C. 1985, c. C-36, as amended (the “NOI Proceedings”).
KSV Kofman Inc. (“KSV”) was appointed as the Proposal Trustee for each of the NOI

Entities.

2. On April 25, 2016, pursuant to an application under Israel’s insolvency regime (the “Israeli
Proceedings™) brought by the indenture trustee of certain notes issued by UCI to bond
holders on the Tel Aviv Stock Exchange (the “Bond Issuance”), the District Court in Tel
Aviv-Jaffa, Israel (the “Israeli Court”) granted an order giving the Foreign Representative
certain management powers, authorities and responsibilities over UCI (the “Initial Israeli

Order”).



Also, on April 25, 2016, Urbancorp (Woodbine) Inc. (“Woodbine”) and Urbancorp
(Bridlepath) Inc. (“Bridlepath™) each filed a NOI. KSV was also appointed as the Proposal
Trustee for both Bridlepath and Woodbine.

On May 11, 2016, the Israeli Court granted an order authorizing the Foreign Representative
to enter into a protocol between the Foreign Representative and KSV (the “Protocol”). The
Protocol contemplated, among other things, that the NOI Entities and certain other entities
(together, the “Cumberland CCAA Entities”) would file for protection under the
Companies’ Creditors Arrangement Act (the “CCAA”) (the “CCAA Proceedings™).

On May 18, 2016, the Ontario Superior Court of Justice (Commercial List) (the “Ontario
Court”) granted an initial order (the “Imitial Order”) under the CCAA in respect of the
Cumberland CCAA Entities and appointed KSV as monitor (the “Monitor”) of the
Cumberland CCAA Entities. The Initial Order also approved the Protocol.

On May 18, 2016, the Ontario Court also granted two orders under Part IV of the CCAA,
which:

(@) recognized the Israeli Proceedings in respect of UCI as a “foreign main proceeding”;

(b) recognized the Foreign Representative as the foreign representative of Urbancorp

Inc.; and

(c) appointed KSV as the Information Officer (the “Information Officer”) in respect of
UCL

On October 18, 2016, the Ontario Court granted an initial order under the CCAA in respect
of Bridlepath, Woodbine and certain other entities (together, the “Bay CCAA Entities”) and
KSV was appointed Monitor of the Bay CCAA Entities.

PURPOSE OF THE REPORT
The purpose of this First Report is to:



C.

10.

(A)  Report to the Court on:

®

(ii)

(iif)

The disallowance by the Monitor of the claim of UCI in relation to the $6
million promissory note, dated December 11, 2015 (the “$6 Million
Promissory Note”), originally issued by TCC Urbancorp (Bay) Limited
Partnership (“TCC Bay”) to Urbancorp Toronto Management Inc. (“UTMI™)
and which UTMI subsequently assigned to UCI,

The related $2 million promissory note, dated December 11, 2015 (the “$2
Million Promissory Note”), originally issued by TCC Bay to UTMI and
which UTMI subsequently assigned to Urbancorp Realtyco Inc.(“Realtyco™),
one of the CCAA Cumberland Entities (the $6 Million Promissory Note and
the $2 Million Promissory Note are collectively referred to as the “2015
Promissory Notes”); and

representations made in the prospectus (the “Prospectus”), issued in respect
of the Israeli bond issuance (the “Bond Issuance”), regarding the 2015
Promissory Notes;

(B)  Request an Order of the Court:

(M)

(ii)

(iif)

setting aside the disallowance. of the proof of claim that the Foreign
Representative received from the Monitor in relation to the $6 Million
Promissory Note (the “$6 Million Disallowance”) and allowing the claim in
full;

confirming the validity of the $2 Million Promissory Note (the “$2 Million
Disallowance”);

In the alternative, should the 2015 Promissory Notes not be enforceable, a
declaration that first $8 million of funds from TCC Bay that would otherwise
be received by Vestaco Investments Inc. (“Vestaco”) be held in trust for UCI
and Realtyco and be paid to the Foreign Representative on behalf of UCI
instead of to Vestaco.

THE PROMISSORY NOTES

On December 15, 2014, TCC Bay issued a promissory note in the principal amount of $8

million (the “2014 Promissory Note”). The 2014 Promissory Note was issued in

consideration of management fees that were owed to UTMI in an amount equal to at least $8

million. A copy of the 2014 Promissory Note is attached as Appendix “A”.

The 2014 Promissory Note expressly excluded set-off.



11.

12.

13.

14.

15.

16.

On December 11, 2015, in anticipation of the Bond Issuance, and for tax reasons, the 2014
Promissory Note was replaced with the 2015 Promissory Notes. The terms of the 2015
Promissory Notes were otherwise identical to the 2014 Promissory Note and again, expressly
excluded any rights of set-off. Copies of the 2015 Promissory Notes are attached as
Appendix “B”.

On December 11, 2015, UTMI assigned the $6 Million Promissory Note to UCI and assigned
the $2 Million Promissory Note to Realtyco. When UCI and RealtyCo became the holders of
the 2015 Promissory Notes, the 2015 Promissory Notes were neither overdue (as they are
payable on demand) nor had they been previously dishonoured. Copies of the assignments

are attached as Appendix “C”.

Jeremy Cole of MNP LLP (“MNP”), the accountants to the Urbancorp Group of companies,
has advised the Foreign Representative that when the 2014 Promissory Note was issued,
TCC Bay owed UTMI $8 million in management fees and that this debt was recorded in the
books of UTMI.

Mr. Cole further advises the Foreign Representative that MNP is not aware of any payment

having been made on account of the 2014 Promissory Note or the 2015 Promissory Notes.

UCI was created for the sole purpose of the Bond Issuance. It did not carry on any operations
nor did it have any material assets at the time of incorporation. In contemplation of the Bond
Issuance, Alan Saskin and his family caused a transfer of the Cumberland CCAA Entities so
as to become indirect subsidiaries of UCI. Additionally, as further consideration for the Bond
Issuance, the $6 Million Promissory Note was assigned to UCI and the $2 Million
Promissory Note was assigned to Realtyco for the benefit of UCI.

The Prospectus expressly committed Alan Saskin and his family (the “Rights Holders”) to
assign to UCI the right to repayment of loans held by entities within the Urbancorp group of

companies in the amount of $8 million as part of the Bond Issuance.

“The Rights Holders (as defined above) have committed that, prior to the listing for
trading [of the bonds]...they would transfer to [UCI] their rights (including indirectly
through corporations owned thereby) in the transferred entities which indirectly hold
rights to rental investment property....and would assign [UCI] their right to the

4.



17.

18.

19.

20.

21.

repayment of loans held be [sic] them, which amounts to CAD 8,000 thousand
(hereinafter together “the Transferred Rights”)...”

The relevant excerpt of the Prospectus is attached hereto as Appendix “D”.

On April 7, 2016, PricewaterhouseCoopers LLP (“PwC”) was engaged to review the
financial forecasts for certain real estate projects (Bayview, Woodbine, Epic and Valermo) in

order to assess the likelihood that the 2015 Promissory Notes would be repaid.

PwC issued a draft report dated April 15, 2016 (the “PwC Report”). The PwC Report stated
that UCI had pledged cash flows from certain projects (the $8 million in liabilities) toward
extinguishment of an $8 million obligation to bondholders and estimates this obligation to be
approximately $8.2 million, inclusive of interest. The PwC Report further supports the
position that the 2015 Promissory Notes have consistently been recognized being as valid
and enforceable and that, even in 2016, UCI’s management believed that they were
outstanding. Relevant excerpts from the draft PwC Report are attached hereto as Appendix
“E” (the balance of the PwC Report is not included due to the commercially sensitive nature
of the valuation information for various assets that are included in the PwC Report). Due to

the commencement of these proceedings the PwC Report was never finalized.

Internal UCI information, provided to its audit committee, in April of 2016, also refer to the
existence and rights granted under the 2015 Promissory Notes. A redacted copy of the
material provided to the audit committee is attached as Appendix “F”. (As with the PwC
Report, this presentation is redacted as it contains valuation information related to various

assets beyond just the 2015 Promissory Notes.)

The Foreign Representative further understands that UCI provided information to the Israeli
Securities Authority as to the conditions and value of the underlying obligations of 2015

Promissory Notes on or around April 11, 2016.

The Foreign Representative has been advised that since receiving notice of the Monitor's
disallowance of the claim in relation to the $6 Million Promissory Note, both MNP and Alan
Saskin have advised the Monitor that they believe the 2014 Promissory Note was not repaid
and have supplied further information to the Monitor to support the 2015 Promissory Notes.



22, If for any reason the 2015 Promissory Notes are determined not to be valid, fully outstanding
and enforceable, then the representations in the Prospectus relating to the 2015 Promissory
Notes would be untrue. The Foreign Representative has been advised that after the claims of
creditors of TCC Bay have been satisfied, the next $12 million would otherwise be paid to
Vestaco, the limited partner of TCC Bay and an entity under the control of Doreen Saskin. In
that circumstance, it would be unjust for Vestaco to benefit from the misrepresentations

relating to the 2015 Promissory Notes.

D. RECOMMENDATIONS

23. The Foreign Representative respectfully requests that this Honourable Court grant an Order:

(i)  setting aside the disallowance of the proof of claim that the Foreign
Representative received from the Monitor in relation to the $6 Million
Promissory Note;

(i) confirming the validity of the $2 Million Promissory Note; and

(iii) in the alternative, should the 2015 Promissory Notes not be enforceable, a
declaration that first $8 million, plus interest of funds from TCC Bay that
would otherwise be paid to Vestaco be held in trust for UCI and Realtyco and
should be paid to the Foreign Representative on behalf of UCI instead of to

Vestaco.

ALL OF WHICH IS RESPECTFULLY
SUBMITTED THIS 22nd DAY OF
FEBRUARY, 2017.

Guy Gissin, in his capacity as Court-Appointed
Functionary and Foreign Representative of
Urbancorp Inc., and not in his personal or
corporate capacity
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PROMISSORY NOTE

CANADIAN $8,000,000 - DUE: On Demand
Toronto, Ontario Date: December 15%, 2014

FOR VALUE RECEIVED, the undersigned TCC/URBANCORP (BAY) LIMITED PARTNERSHIP
(the "Borrower'™), hereby promises to pay to the order URBANCORP TORONTO MANAGEMENT
INC., (the "Holder™), which term shall include its successors and assigns at 120 Lynn Williams Street,
Suite 2A Toronto, Ontario, M6K 3P6 or at such other place as the Holder may from time to time in
writing designate, in lawful money of Canada, the principal sum of Eight Million ($8,000,000) Dollars or
so much thereof as may be outstanding- from time to time (hereinafter referred to as the "Principal
Balance™), with no interest.

Provided this Promissory Note may be repaid in whole without interest or penalty upon ten days prior
written notice.

If this Promissory Note is placed in the hands of a solicitor for collection or if collected through any legal
proceeding, the Borrower promises to pay all costs of collection including the Holder's solicitors’ fees and
Court costs as between a solicitor and his own client.

All payments to be made by the Borrower pursuant to this Promissory Note are to be made in freely
transferrable, immediately available funds and without set-off, withholding or deduction of any kind
whatsoever except to the extent required by applicable law and, if any such set-off, withholding or
deduction is so required and is made, the Botrower will, as a separate and independent obligation to the
Holder, be obligated to pay to the Holder all such additional amounts as may be required to fully
indemnify and save harmless the Holder from such set-off, withholding or deduction and as will result in
the effective receipt by the Holder of all the amounts otherwise payable in accordance with the terms of
this Promissory Note,

The undersigned and all persons liable or to become liable on this Promissory Note waive presentment,
protest and demand, notice or protest, demand and dishonour and non-payment of this Promissory Note,
and consent to any and all renewals and extensions in the time of payment hereof, and agree further that,
at any time and from time to time without notice, the terms of payment herein may be modified, without
affecting the liability of any party to this instrument or any person liable or to become liable with respect
to any indebtedness evidenced hereby.

Time is of the essence hereof.

This Promissory Note shall be governed by the laws of the Province of Ontario and shall not be changed,
modified, discharged or cancelled orally or in any manner other than by agreement in writing signed by
the parties hereto or their respective successors and assigns and the provisions hereof shall bind and enure
to the benefit of their respective heirs, executors, administrations, successors and assigns forever,

TCC/URBANCORP (EAX ) LIMITED
PARTNERSHIP by fts/feneral Pgtner DEAJA

Per:

Alan Shekin 1
President

I have the authority to bind the Corporation

M\ S\ 50105\Promissary Note $8,000,000 doc
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PROMISSORY NOTE

CANADIAN $6,000,000 DUE: On Demand
Toronto, Ontario Date: December 11"‘, 2015

FOR VALUE RECEIVED, the undersigned TCC/URBANCORP (BAY) LIMITED PARTNERSHIP
(the "Borrower"), hereby promises to pay to the order URBANCORP TORONTO MANAGEMENT
INC. (the "Holder'™), which term shall include its successors and assigns at 120 Lynn Williams Street,
Suite 2A Toronto, Ontario, M6K 3P6 or at such other place as the Holder may from time to time in
writing designate, in lawful money of Canada, the principal sum of Six Million ($6,000,000) Dollars or
so much thereof as may be outstanding from time to time (hereinafter referred to as the "Principal
Balance"), together with interest thereon at the rate of One (1%) per annum, which interest shall be
calculated daily and compounded monthly as hereinafter set forth, as well after as beforé demand or
maturity and both before and after default and judgment as follows:

Interest calculated daily not in advance at the aforesaid rate on the amount outstanding from time to time
shall become due and be payable monthly on the 1st day of January in each and every year commencing on
the 1st day of January, 2017. The first payment of interest is to be computed from the 11th day of
December, 2015 on the amount outstanding from time to time, to become due and payable on the 1st day of
January, 2017.

Provided this Promissory Note may be repaid in whole without bonus or penalty upon ten days prior
written notice.

If this Promissory Note is placed in the hands of a solicitor for collection or if collected through any legal
proceeding, the Borrower promises to pay all costs of colfection including the Holder's solicitors' fees and
Court costs as between a solicitor and his own client.

All payments to be made by the Borrower pursuant to this Promissory Note are to be made in freely
transferrable, immediately available funds and without set-off, withholding or deduction of any kind
whatsoever except to the extent required by applicable law and, if any such set-off, withholding or
deduction is so required and is made, the Borrower will, as a separate and independent obligation to the
Holder, be obligated to pay to the Holder all such additional amounts as may be required to fully
indemnify and save harmless the Holder from such set-off, withholding or deduction and as will result in
the effective receipt by the Holder of all the amounts otherwise payable in accordance with the terms of
this Promissory Note.

The undersigned and all persons liable or to become liable on this Promissory Note waive presentment,
protest and demand, notice or protest, demand and dishonour and non-payment of this Promissory Note,
and consent to any and all renewals and extensions in the time of payment hereof, and agree further that,
at any time and from time to time without notice, the terms of payment herein may be modified, without
affecting the liability of any party to this instrument or any person liable or to become liable with respect
to any indebtedness evidenced hereby.

Time is of the essence hereof.

This Promissory Note shall be governed by the laws of the Province of Ontario and shall not be changed,
modified, discharged or cancelled orally or in any manner other than by agreement in writing signed by
the parties hereto or their respective successors and assigns and the provisions hereof shall bind and enure
to the benefit of their respective heirs, executors, administrations, successors and assigns forever.

This Promissory Note is in substitution for a portion of a Promissory Note in the amount of $8,000,000
between the Borrower and Holder dated the 11" day of December, 2015,

TCC/URBANCORP (BAY) LIMITED
i neral Partner DEAJA

I have the authority to bind the Corporation

M:\15V150105\Promissory Note $8,000,000.doc



PROMISSORY NOTE

CANADIAN $2,000,000 DUE: On Demand
Toronto, Ontario Date: December 11, 2015

FOR VALUE RECEIVED, the undersigned TCC/URBANCORP (BAY) LIMITED PARTNERSHIP
(the "Borrower'), hereby promises to pay to the order URBANCORP TORONTO MANAGEMENT
INC. (the "Holder'), which term shall include its successors and assigns at 120 Lynn Williams Street,
Suite 2A Toronto, Ontario, M6K 3P6 or at such other place as the Holder may from time to time in
writing designate, in lawful money of Canada, the principal sum of Two Million ($2,000,000) Dollars or
so much thereof as may be outstanding from time to time (hereinafter referred to as the "Principal
Balance"), together with interest thereon at the rate of One (1%) per annum, which interest shall be
calculated daily and compounded monthly as hereinafter set forth, as well after as before demand or
maturity and both before and after default and judgment as follows:

Interest calculated daily not in advance at the aforesaid rate on the amount outstanding from time to time
shall become due and be payable monthly on the 1st day of January in each and every year commencing on
the Lst day of January, 2017. The first payment of interest is to be computed from the 11th day of
December, 2015 on the amount outstanding from time to time, to become due and payable on the 1st day of
January, 2017.

Provided this Promissory Note may be repaid in whole without bonus or penalty upon ten days prior
written notice.

If this Promissory Note is placed in the hands of a solicitor for collection or if collected through any legal
proceeding, the Borrower promises to pay all costs of collection including the Holdert's solicitors' fees and
Court costs as between a solicitor and his own client.

All payments to be made by the Borrower pursuant to this Promissory Note are to be made in freely
transferrable, immediately available funds and without set-off, withholding or deduction of any kind
whatsoever except to the extent required by applicable law and, if any such set-off, withbolding or
deduction is so required and is made, the Borrower will, as a separate and independent obligation to the
Holder, be obligated to pay to the Holder all such additional amounts as may be required to fully
indemnify and save harmless the Holder from such set-off, withholding or deduction and as will result in
the effective receipt by the Holder of all the amounts otherwise payable in accordance with the terms of
this Promissory Note. »

The undersigned and all persons liable or to become liable on this Promissory Note waive presentment,
protest and demand, notice or protest, demand and dishonour and non-payment of this Promissory Note,
and consent to any and all renewals and extensions in the time of payment hereof, and agree further that,
at any time and from time to time without notice, the terms of payment herein may be modified, without
affecting the liability of any party to this instrument or any person liable or to become liable with respect
to any indebtedness evidenced hereby.

Time is of the essence hereof.

This Promissory Note shall be governed by the laws of the Province of Ontario and shall not be changed,
modified, discharged or cancelled orally or in any manner other than by agreement in writing signed by
the parties hereto or their respective successors and assigns and the provisions hereof shall bind and enure
to the benefit of their respective heirs, executors, adiministrations, successors and assigns {orever.

This Promissory Note is in substitution for a portion of a Promissory Note in the amount of $8,000,000
between the Borrower and Holder dated the 11" day of December, 2015.

TCC/URBANCORP (BAY) LIMITED

PARTNERSHIPby/its General Partner DEAJA
PARTNER (,57% ING.
0y
Per: __f /14 74
Alafi Kk

President
T have the authority to bind the Corporation

MASAS501 '05 \Promissary Note $8,000,000.doc
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ASSIGNMENT

TO: URBANCORP INC.

WE HEREBY ASSIGN TO URBANCORP INC. all of our right, title and interest in a
$6,000,000 Promissory Note dated the 1 1% day of December, 2015, a copy of which is attached
hereto, outstanding to us from TFCC/Urbancorp (Bay) Limited Partmership.

DATED at Toronto, this 11% day of December, 2015.

5 'AGEMENT INC.

Alan Saskdn =~ 7771
President
I have the authority to bind the Corporation

M:\13\150105 assignment of promissory note from utmi to urbancorp inc..docx




ASSIGNMENT

TO: URBANCORP MANAGEMENT INC.

WE HEREBY ASSIGN TO URBANCORP MANAGEMENT INC. all of our right, title and
interest in a Promissory Note dated the 1 1™ day of December, 2015, a copy of which is attached
hereto, in the principal amount of $2,000,000 outstanding to us from TFCC/Urbancorp (Bay)
Limited Partnership.

DATED at Toronto, this 11% day of December, 2015.

%

7’ 7

URBANCORP TQI{@/;, MANAGEMENT INC.
Per: " /11

Alan S#iin 77 7

President

1 have the authority to bind the Corporation




ASSIGNMENT

TO: URBANCORP REALTYCO INC.

WE HEREBY ASSIGN TO URBANCORP REALTYCO INC. all of our right, title and interest
in a Promissory Note dated the 11" day of December, 2015, a copy of which is attached hereto,
in the principal amount of $2,000,000 outstanding to us from TFCC/Urbancorp (Bay) Limited

Partnership.

DATED at Toronto, this 1» day of Dece_mber, 2015.

URBANCORP MAN INC.

Per: / Z /
Alan Saskin v
President

I have the authority to bind the Corporation

M:A15\ 150107 \assignment of promissory note from urbancor managemein (o urbancor realty.docx
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SN Definitions

For convenience, below are key definitions used in this chapter:

“The Company”

"Group companies”
or "the Group"

"Saskin" or "the

controlling
shareholder"

"The rights holders"

"Urbancorp Group"

"The Transferred
Rights"

"The Transferred
Companies"
"Condominium"

"Dollar" or "CAD"

"Square feet" or "sqft"

Urbancorp Inc.

The Company, subsidiaries and associates.

Alan Saskin, the controlling shareholder of the Company and
founder of Urbancorp Group, serves as Chairman and CEO of
the Company.

Alan Saskin and his family.

A commercial name comprised of private corporations held by
Alan Saskin (directly or indirectly through other entities
controlled thereby), alone, including with his family members or
with partners, that hold, as of the prospectus date and prior to
transfer of Alan's holdings in the transferred companies to the
Company, real estate properties in and outside Toronto (whether
development projects, rental properties and/or land classified as
investment property). Note that not all Urbancorp Group
companies would be transferred to the Company.

Consequently, after completion of the issuance pursuant to this
prospetus and transfer of Alan's holdings in the transferred
companies to the Company, Urbancorp Group would still consist
of companies that hold development and investment real estate
properties which would not be transferred to the Company.

As these terms are defined in section 7.1.7 below.
As defined in section 3.3.2.

As this term is defined in section 7.8.1(h) below.
Canadian Dollar.

To convert square feet to square meters, 10 sqft = 0.9290 m?. For
example, a property with an area of 5,000 sqft has an area of
464.5 m”.



o

proposal, the proposal would be deemed to have been rejected (by the
Audit Committee); in case of rejection of or non-response to the proposal,
the controlling shareholder may (directly or indirectly) accept the
proposal. Furthermore, in case where, despite acceptance of the proposal
by the Company, no agreement for investment in the new project and/or
acquisition of the new project by the Company shall materialize (for
reasons not contingent on the controlling shareholder), the controlling
shareholder may (directly or indirectly) make such investment and/or
acquisition, subject to the right of refusal provision as set forth above in
this section.

(c) The Company will issue an Immediate Report concerning any decisions
by the Company's Audit Committee and Board of Directors after every
such decision concerning delimitation of activities.

(d) The commitment by the controlling shareholder to delimit his activities, in
conjunction of the framework decision above, and the right-of-first-
refusal granted to the Company, are given for no consideration.

Note that as of the prospectus date, Saskin owns multiple real estate
development projects in Toronto, which would not be transferred to the
Company in conjunction with transfer of the transferred rights to the
Company.

Acquisition of the transferred companies by the Company from the Rights
Holders against share allocation

The Rights Holders (as defined above) have committed that, prior to listing
for trading on the stock exchange of debentures (Series A) offered to the
public pursuant to this prospectus, and subject to successful issuance to the
public, they would transfer to the Company their rights (including indirectly
through corporations owned thereby) in the transferred entities which
indirectly hold rights to rental investment property, development property and
geothermal assets in Toronto, Ontario in Canada, including liabilities with
respect thereto, and would assign the Company their right to the repayment of
loans from entities held be them, which amounts to CAD 8,000 thousand
(hereinafter together: "the Transferred Rights") against issuance of class
shares to to Urbancorp Holdco Inc, a corporation wholly-owned by Saskin,
which will issue similar class shares to the Interest Holders, and will be fully
controlled by Saskin.
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