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1.0 Introduction

1. On April 25, 2016, Urbancorp (Woodbine) Inc. (“Woodbine”) and Urbancorp
(Bridlepath) Inc. (“Bridlepath”) each filed a Notice of Intention to Make a Proposal
(“NOI”) pursuant to Section 50.4(1) of the Bankruptcy and Insolvency Act, R.S.C.
1985, c. B-3, as amended (the “NOI Proceedings”). Jointly, Woodbine and
Bridlepath are referred to as the “Companies”. KSV Kofman Inc. (“KSV”) was
appointed as the Proposal Trustee in the NOI Proceedings.

2. Pursuant to an order made by the Ontario Superior Court of Justice (Commercial
List) (the “Court”) dated October 18, 2016 (the “Initial Order Date”), the Applicants
(which include the Companies) and TCC/Urbancorp (Bay) Limited Partnership (“Bay
LP” and together with the Applicants, the “Bay CCAA Entities”) were granted
protection under the Companies’ Creditors Arrangement Act (the “CCAA”) and KSV
was appointed monitor (the “Monitor”).

3. The Bay CCAA Entities consist of Bay LP, Deaja Partner (Bay) Inc. (“Deaja”) and
the following wholly-owned subsidiaries of Bay LP:

 Woodbine
 Bridlepath
 The Townhouses of Hogg’s Hollow Inc. (“Hogg’s Hollow”)
 King Towns Inc. (“King Towns”)
 Newtowns at Kingtowns Inc. (“Newtowns”)
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Deaja is the general partner of Bay LP. Each of the Bay LP subsidiaries is a
nominee for Bay LP and, as such, their assets and liabilities are assets and liabilities
of Bay LP.

4. The entities below are the known direct or indirect wholly-owned subsidiaries of
Urbancorp Cumberland 1 LP (“Cumberland”):

 Urbancorp (St. Clair Village) Inc. (“St. Clair”)
 Urbancorp (Patricia) Inc. (“Patricia”)
 Urbancorp (Mallow) Inc. (“Mallow”)
 Urbancorp (Lawrence) Inc. (“Lawrence”)
 High Res Inc.
 King Residential Inc. (“King Residential”)
 Urbancorp (952 Queen West) Inc. (“952 Queen”)
 Urbancorp 60 St. Clair Inc. (“60 St. Clair”)
 Urbancorp New Kings Inc. ("UNKI")
 Bridge on King Inc. (“Bridge”)
 Urbancorp (North Side) Inc.
 Urbancorp Partner (King South) Inc. (“King South”)

Collectively, Cumberland and its direct and indirect subsidiaries are the
“Cumberland Entities” and each individually is a “Cumberland Entity”. Each
Cumberland Entity is a nominee for Cumberland and, as such, the assets and
liabilities of the Cumberland Entities are assets and liabilities of Cumberland. As
referenced in Section 2.3 below, prior to the Urbancorp reorganization (the
“Reorganization”) on or about December 15, 2015, each of the Cumberland
subsidiaries listed above was a subsidiary of Bay LP.

5. Each of the Cumberland Entities, but for UNKI, is subject to a CCAA proceeding (the
"Cumberland CCAA Proceeding") separate from the CCAA proceedings involving
the Bay CCAA Entities. The entities listed below comprise the remaining entities in
the Cumberland CCAA Proceeding:

 Urbancorp Toronto Management Inc. (“UTMI”)
 Urbancorp Downsview Park Development Inc. (“Downsview Park”)
 Urbancorp Power Holdings Inc.
 Vestaco Homes Inc.
 Vestaco Investments Inc. (“Vestaco”)
 228 Queens Quay West Limited
 Urbancorp Residential Inc. (“URI”)
 Urbancorp Realtyco Inc. (“Realtyco”)
 Urbancorp Cumberland 1 GP

The entities above, together with the Cumberland Entities, excluding UNKI, are the
“Cumberland CCAA Entities”. Except for UTMI, the above entities are direct or
indirect wholly-owned subsidiaries of Urbancorp Inc. (“UCI”). UTMI is believed to be
wholly owned by Alan Saskin.

6. KSV, as Monitor of the Cumberland CCAA Entities, has filed various reports to
Court. The reports filed by KSV, as Monitor of the Bay CCAA Entities and the
Cumberland CCAA Entities can be found on KSV’s website at
http://www.ksvadvisory.com/insolvency-cases/urbancorp-group/.
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7. Corporate charts for each of the Bay CCAA Entities and Cumberland CCAA Entities
are attached as Appendices “A” and “B”, respectively. For the purposes of this
Report, the Bay CCAA Entities and the Cumberland CCAA Entities, together with
their affiliates, comprise the Urbancorp Group (the “Urbancorp Group”).

8. On the Initial Order Date, an order (the “Claim Procedure Order”) was made by the
Court to establish a procedure for the identification and quantification of certain
claims against the Bay CCAA Entities and against the current and former officers
and directors of the Bay CCAA Entities.

9. In response to the Claims Procedure Order, UCI submitted a $6,051,486.96 claim
dated November 8, 2016 (the “Claim”). The Claim was in respect of a $6 million
promissory note dated December 11, 2015 issued by Bay LP in favour of UTMI, as
assigned to UCI, plus interest. A copy of the Claim is attached as Appendix “C”.

10. On December 9, 2016, the Monitor issued a Notice of Revision or Disallowance (the
“Disallowance”) to UCI, disallowing the Claim in its entirety. A copy of the
Disallowance is attached as Appendix “D”.

11. On February 22, 2017, Guy Gissin (“Gissin”), the Israeli court-appointed functionary
officer and foreign representative (the “Foreign Representative”) of UCI filed a
motion (the “Foreign Representative Motion”) with this Court. The relief sought in
the Foreign Representative Motion includes:

 Setting aside the Disallowance;

 Confirming the validity of a $2 million promissory note dated December 11,
2015, originally issued by Bay LP in favour of UTMI and subsequently
assigned to Realtyco1; and

 In the alternative, a declaration that the first $8 million, plus interest, of funds
that Vestaco2 receives from Bay LP are held in trust for UCI and Realtyco and
are to be paid to the Foreign Representative on behalf of UCI (the “Alternative
Relief”).

1.1 Purposes of this Report

1. The purposes of this report (the “Report”) are to:

a) Detail the Monitor’s review of information pertaining to the Claim and the basis
for the Disallowance;

b) Recommend the Court make an order approving:

i) this Report;

1 Realtyco is a wholly-owned subsidiary of UCI and as such, UCI could potentially benefit from a $2 million
realization by Realtyco from Bay LP.

2 Vestaco, as a nominee for Doreen Saskin, is a registered limited partner of Bay LP. See Section 2.2 and
Appendix “E”.
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ii) the Monitor’s Disallowance;

iii) the Monitor’s conclusion that there is no debt owing by Bay LP on the $2
million note held by Realtyco; and

iv) in the event that the Alternative Relief is considered, that 25% of the
payments be made to KSV, as Monitor of Realtyco.

1.2 Currency

1. All dollar amounts in this Report are in Canadian dollars.

1.3 Restrictions

1. In preparing this Report, the Monitor has relied upon unaudited financial statements
of the Bay CCAA Entities and Cumberland CCAA Entities, the books and records of
the Bay CCAA Entities and Cumberland CCAA Entities (the “Books and Records”)
and discussions with their management (“Management”), their legal counsel (“Legal
Counsel”) and their external accountants (“Accountants”). (Collectively,
Management, Legal Counsel and the Accountants are referred to as the
“Representatives”.) The Monitor has considered the explanations by the
Representatives concerning the transactions discussed herein.

2. The Monitor has not performed an audit or independent verification of the
information discussed herein. The Monitor expresses no opinion or other form of
assurance with respect to the financial information presented in this Report.

2.0 Background

2.1 General

1. The Urbancorp Group was founded in 1991 by Alan Saskin. The Urbancorp Group
is principally involved in the development of residential real estate projects in the
Greater Toronto Area. There are numerous entities within the Urbancorp Group.
We understand that Mr. Saskin, family members and family trusts are, directly or
indirectly, the ultimate owners of the Urbancorp Group entities.

2.2 Bay LP

1. Bay LP is a limited partnership that the Monitor understands was started in 2008.
Bay LP owned, through nominee corporations, various real estate projects. At the
commencement of the NOI Proceedings, Bay LP owned real estate projects through
its nominees, Woodbine and Bridlepath. The land held in the name of Woodbine and
Bridlepath was sold by KSV on September 30, 2016 and October 14, 2016,
respectively.
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2. The ownership of Bay LP is as follows:

 Deaja – General Partner - .01%
 Alan Saskin – Limited Partner – 79.99%
 Vestaco, as nominee for Doreen Saskin – Limited Partner – 20.00%3

Collectively Deaja, Alan Saskin and Vestaco are referred to as the “Partners”.

3. During 2015, in contemplation of and in conjunction with a bond offering in Israel
(the “Israel Bond Offering”), Bay LP transferred Downsview Park to UCI and various
other Bay LP nominees to Cumberland, as set out in Section 1.0.4 of this Report
(the “Transfers”). A more detailed description of the Transfers is provided in the
Monitor’s Second Report, dated December 6, 2016 (the “Second Report”). A copy
of the Second Report is attached as Appendix “F”, without appendices.

4. Bay LP does not have any employees or office infrastructure. Management services
are provided to Bay LP by UTMI. Management and other fees charged to Bay LP
by UTMI are described in the Second Report.

2.3 UTMI

1. UTMI is the only Urbancorp Group entity with employees and an office
infrastructure. A description of the services performed and the fees charged by
UTMI to other Urbancorp Group entities is provided in KSV’s Eighth Report dated
November 10, 2016 filed in the Cumberland CCAA Entities’ proceedings. A copy of
this report is provided in Appendix “G”, without appendices.

2.4 Accounting and Transactions among Urbancorp Group Entities

1. In the normal course, UTMI received funds on behalf of, or from, other Urbancorp
Group entities, including sale proceeds, purchaser deposits and loans. UTMI also
disbursed funds on behalf of, or to, other Urbancorp Group entities for purposes
such as servicing loans, paying construction costs and paying deposits on real
estate purchases. In addition, UTMI earned fees from other Urbancorp Group
entities.

2. The transactions between UTMI and other Urbancorp Group entities are recorded in
an intercompany account. Entries in the intercompany account were made in the
normal course, with periodic adjustments. The periodic adjustments were often
provided with the assistance of the Accountants.

3 Pursuant to a 2008 agreement, Vestaco is to receive a preferred return.
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3.0 Bay LP – UTMI Intercompany Account

1. Bay LP and UTMI maintained an intercompany account (the “Intercompany
Account”), as described in Section 2.4 above, in its general ledger system. Set out
in Appendices “H-1” through “H-6” are copies of the Intercompany Account for the
years 2008 through 2015. A summary of the year end balances is as follows:

Amount owing
by (to) UTMI

($)
2008 (1,575)
2009 (3,995,218)
2010 (5,499,757)
2011 (3,268,730)
2012 183,616
2013 (1,403,928)
2014 3,537,135
2015 527,655

2. The Foreign Representative Motion references an $8 million fee as the basis for the
debt to support the promissory note that was issued by Bay LP in favour of UTMI.
The management fee referenced in the Foreign Representative Motion is accounted
for and reflected in the balances above. As evidenced by the table above, UTMI
owed Bay LP $527,655 at the end of 2015. A full description of the management
fee and the promissory notes is provided in the sections below.

4.0 Management Fee and Promissory Notes

1. The management fee referenced in the Foreign Representative Motion relates to a
fee charged by UTMI to Bay LP in respect of the sale of Bay LP’s 49% interest (the
“Sale”) in Downsview Homes Inc. (“Downsview Homes”) to Mattamy Homes. A
history of Downsview Homes, the Sale, the management fee and the promissory
notes, is as follows:

 June 28, 2011 – Downsview Homes, a nominee for Downsview Park, which
was the nominee for Bay LP, entered into agreements (the “Purchase
Agreements”) for the purchase of lands (the “Lands”) from Parc Downsview
Park Inc. (“PDP”). The Purchase Agreements were to close upon the rezoning
of the Lands. The date for the closing was unknown at the time of entering into
the Purchase Agreements.

 June 10, 2013 – A consulting agreement (the “Original Fee Agreement”) was
entered into among Bay LP, Downsview Park and UTMI. The Original Fee
Agreement provided, inter alia, that Bay LP would pay UTMI a $9.8 million fee
if Bay LP successfully completed the Sale for an amount in excess of $18
million. The fee would become payable upon an invoice being rendered by
UTMI to Bay LP, which UTMI agreed would not be rendered prior to the
closing of the Purchase Agreements with PDP. At the date of the Original Fee
Agreement, the date of the final closings for the Purchase Agreements was
unknown. The final closings, as it turned out, occurred on June 4, 2015. A
copy of the Original Fee Agreement is attached as Appendix “I”.
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 July 30, 2013 – Bay LP completes the Sale to Mattamy Homes for an amount
in excess of $21 million (the “Sale Price”). From the proceeds of the Sale
Price, UTMI received approximately $14.5 million in two separate payments
($6.8 million and $7.7 million). The proceeds are accounted for and reflected
in the Intercompany Account.

 December 31, 2013 – The 2013 Bay LP Financial Statements reflect a
“Management fees” expense of $1.8 million in the Statement of Earnings.
These management fees were included in the 2013 Bay LP’s Balance Sheet
item “Accounts payable and accruals” of $1,817,030. The $1.8 million accrued
management fee was a portion of the $9.8 million Original Fee Agreement. In
2014, the $1.8 million accrued management fee (plus HST for a total of
$2,034,000) was “billed” and reflected in the Intercompany Account. A copy of
the 2013 Bay LP Financial Statements is attached as Appendix “J”.

 December 15, 2014 – An $8 million promissory note (the “Original Promissory
Note”), dated December 15, 2014 was issued by Bay LP in favour of UTMI.
The debt supporting the Original Promissory Note was the unbilled balance of
the fee relating to the Original Fee Agreement (i.e. $9.8 million less the $1.8
million fee accrued in 2013). The payment terms of the Original Promissory
Note differ from the payment terms of the Original Fee Agreement; the Original
Promissory Note was “Due on Demand”, whereas the Original Fee Agreement
specifies the fee would be due upon the rendering of an invoice by UTMI to
Bay LP, which would not be rendered prior to the final closing of the Purchase
Agreements. A copy of the Original Promissory Note is attached as Appendix
“K”.

 December 31, 2014 – The 2014 Bay Financial Statements reflect a
“Management fees” expense of $8 million in the Statement of Earnings. The
management fees were included in the 2014 Bay LP’s Balance Sheet item
“Accounts payable and accruals” item of $8,150,738. The $8 million
management fee was the balance of the $9.8 million Original Fee Agreement.
The $8 million management fee accrual was accounted for and reflected in the
Intercompany Account on June 30, 2015. As at December 31, 2014, the
Intercompany Account reflected $3,537,135 owing by UTMI to Bay LP,
exclusive of the $8 million management fee accrual. A copy of the 2014 Bay
LP Financial Statements is attached as Appendix “L”. In addition, attached is
a copy of the December 31, 2014 Bay LP Trial Balance, which identifies both
the $8 million accrued liability and the $3,537,135 Intercompany Account
balance, as Appendix “M”.

 June 1, 2015 – An amending agreement (the “Amended Fee Agreement”) was
entered into among Bay LP, Downsview Park and UTMI. The Amended Fee
Agreement reduces the fee earned on the Sale by $3.0 million to $6.8 million.
The Amended Fee Agreement also changes the date on which the fee is to be
due and payable to the date of the first advance from bcIMC Mortgage Fund
(“bcIMC”) of the construction financing for the Downsview Park project. The
first funding from bcIMC, although not known at the time of the Amended Fee
Agreement, occurred in 2016. The financing facility provided by bcIMC closed
on July 21, 2016. A copy of the Amended Fee Agreement is attached as
Appendix “N”.
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 December 11, 2015 – The $8 million Original Promissory Note was replaced
by a $6 million promissory note (the “$6 Million Promissory Note”) and a $2
million promissory note (the “$2 Million Promissory Note”) (collectively the
“Substituted Promissory Notes”). The Substituted Promissory Notes make
reference to the Original Promissory Note (although the Substituted
Promissory Notes state the Original Promissory Note had been issued on
December 11, 2015 rather than December 15, 2014). The terms of the
Substituted Promissory Notes appear to be the same as the Original
Promissory Note except that the Substituted Promissory Notes bear interest
(at 1%), whereas the Original Promissory Note stated there is no interest. The
$6 Million Promissory Note and the $2 Million Promissory Note were assigned
by UTMI on December 11, 2015 to UCI and Urbancorp Management Inc.
(“UMI”), respectively; on the same day, UMI assigned the $2 Million
Promissory Note to Realtyco. Copies of the $6 Million Promissory Note, the $2
Million Promissory Note, the assignment of the $6 Million Promissory Note by
UTMI to UCI, the assignment of the $2 Million Promissory Note by UTMI to
UMI and the assignment of the $2 Million Promissory Note by UMI to Realtyco
are attached Appendices “O”, “P”, “Q”, “R” and “S”, respectively.

 During 2015 – Numerous transactions occurred during 2015 (as set out in
Appendix “H-6”), the net of which resulted in the Intercompany Account
reflecting a balance of $527,655 owing by UTMI to Bay LP at the end of 2015.
Because all of the foregoing is recorded in the Intercompany Account, the
Intercompany Account reflects the management fee in favour of UTMI
pursuant to the Original Fee Agreement and the Amended Fee Agreement.

5.0 Other Matters

5.1 Realtyco

1. Realtyco is one of the Cumberland CCAA Entities and is a direct, wholly-owned
subsidiary of UCI. The Books and Records of Realtyco do not reflect the $2 Million
Promissory Note from Bay LP. A copy of Realtyco’s September 30, 2016 Trial
Balance is attached as Appendix “T”.

2. URI is a nominee for Realtyco. The Books and Records of URI indicate that URI
has substantial liabilities to both other Urbancorp Group entities as well as to third
parties.

5.2 Estimated Bay LP Equity

1. All major assets of Bay LP have been realized upon. Excluding the value, if any, of
the receivable from UTMI, no other realizations are expected to form part of the Bay
LP estate.
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2. The equity that may be available for distribution to the Partners is estimated as
follows:

Balance in Monitor’s bank account $ 20,159,300
Less:

 Reserve for administrative expenses 3,000,000

 Admitted claims -vendors 1,661,100
-Intercompany 540,000
-Purchasers’ deposits 7,113,700 9,314,800

12,314,800
Estimated equity4 before disputed claims $ 7,844,500

3. There are disputed claims in Bay LP, aside from the Substituted Promissory Notes.
The disputed claims are:

 Terra Firma Guarantee Claims - $6.5 million

 Employees Claims - $2.4 million

 Homebuyers Damage Claims – Unspecified5

 Tarion - $349 million

4. Until the disputed claims listed above are resolved, there is no certainty that any
distribution would be available for the Partners.

6.0 Monitor’s Conclusions and Recommendations

1. The Foreign Representative Motion seeks the following reliefs:

 Setting aside the Disallowance in respect of the $6 Million Promissory Note
and allowing the Claim;

 Confirming the validity of the $2 Million Promissory Note assigned to Realtyco;
and

 In the alternative, a declaration that the first $8 million, plus interest, of funds
that are paid by Bay LP to Vestaco are held in trust for UCI and Realtyco and
be paid to the Foreign Representative on behalf of UCI.

4 Bay LP is a partnership and as such, does not pay income taxes. There may be taxable income attributed to the
Partners for 2016. The liability for the taxes, if any, to the Partners is not reflected in the estimated equity.

5 The Monitor is having discussions with counsel for certain of the homebuyers that would limit the damage claims.
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2. The bases for the Foreign Representative Motion include:

 The Original Promissory Note was issued as consideration for management
fees that were owed to UTMI in an amount in excess of $8 million;

 The Substituted Promissory Notes were identical to the Original Promissory
Note;

 UCI and Realtyco are holders in due course and as such, are entitled to
enforce the Substituted Promissory Notes without regard to any defect in title
or any personal defences;

 UCI and the Bondholders were consistently reassured through the prospectus
(“Prospectus”) of the Israel Bond Issue that the Substituted Promissory Notes
were valid, enforceable and would be transferred to UCI and Realtyco as
prerequisites of the Israel Bond Issue; and

 At the time of the issuance of the Substituted Promissory Notes, the Original
Promissory Note had not been repaid.

3. Based on the information obtained and reviewed by the Monitor and as set out in
this Report, the conclusions of the Monitor are:

 At the date of the issuance of the Original Promissory Note, Bay LP did not
owe UTMI at least $8 million. The factors leading to this conclusion include:

i. The payment of the management fee, as set out in the Original Fee
Agreement, which gave rise to the Original Promissory Note, was
contingent on a future event (i.e. the final closing of the Purchase
Agreements), although likely to occur, that had not yet occurred at the
date of the issuance of the Original Promissory Note;

ii. Contrary to the terms of the Original Promissory Note, pursuant to the
terms of the Original Fee Agreement, the management fee was not due
and payable until the final closing of the Purchase Agreements and was
not due on demand;

iii. At the date of the issuance of the Original Promissory Note, even if the
full amount of the management fee under the Original Fee Agreement is
taken into account, the indebtedness of Bay LP to UTMI was
substantially less than $8 million because UTMI owed Bay LP in excess
of $3.5 million, as set out in the Intercompany Account; and

iv. The quantum of the management fee was reduced by the Amended Fee
Agreement; the Amended Fee Agreement pre-dates the time that the
management fee would have been due and payable (i.e. the date of the
first advance by bcIMC) and the time the Substituted Promissory Notes
were issued.

 Contrary to the assertion by Gissin contained in the Foreign Representative
Motion, the terms of the Substituted Promissory Notes were not identical to the
terms of the Original Promissory Note in that the Substituted Promissory Notes
bear interest whereas the Original Promissory Note did not bear any interest.
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 UCI and Realtyco are part of the Urbancorp Group and as such cannot be
third party holders in due course of the Substituted Promissory Notes without
notice.

 Assurances to the Bondholders through the Prospectus that the Substituted
Promissory Notes were valid, enforceable and would be transferred to UCI
and Realtyco may have been made. Bay LP was not included in the
Prospectus and did not provide such assurances.

 At the date of the issuance of the Substituted Promissory Notes, Bay LP had
fully repaid any such debt obligations to UTMI under the Original Promissory
Note. In fact, at the date of the issuance of the Substituted Promissory Note,
UTMI was indebted to Bay LP after giving full effect to the management fee
created by the Original Fee Agreement and the Amended Fee Agreement.

 The Books and Records of Realtyco do not reflect any amount owing by Bay
LP.

 UCI, as the parent company of Realtyco, is entitled to the equity, if any, in
Realtyco. The Books and Records of URI reflect substantial liabilities to other
Urbancorp Group entities and to third parties. Should the Court decide that
the Substituted Promissory Notes are valid and enforceable, URI, a nominee
of Realtyco, and Realtyco may need the proceeds of the $2 million Promissory
Note to satisfy their liabilities.

4. Based on the information contained in this Report, the Monitor makes the following
recommendations:

 Dismiss the motion to set aside the Disallowance of the Claim;

 Dismiss the motion to confirm the validity of the $2 Million Promissory Note;

 In the event that the Alternative Relief is considered, that 25% 6 of the
payments be made to KSV, as Monitor of Realtyco;

 Approve this Report.

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
IN ITS CAPACITY AS COURT-APPOINTED MONITOR OF
URBANCORP (WOODBINE) INC., URBANCORP (BRIDLEPATH) INC., THE TOWNHOUSES
OF HOGG’S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT KINGTOWNS INC.,
DEAJA PARTNER (BAY) INC. AND TCC/URBANCORP (BAY) LIMITED PARTNERSHIP
AND NOT IN ITS PERSONAL CAPACITY

6 Realtyco holds the $2 million Promissory Note, which is 25% of the $8 million Original Promissory Note.






















































































































































































