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1.0 Introduction

1. This report (the “Second Supplemental Report”) supplements the Sixth Report of the
Monitor dated March 21, 2017 filed in the Bay Entities’ CCAA proceedings. The
Monitor’s First Supplement to the Sixth Report is dated April 4, 2017 (the “First
Supplemental Report”).

2. Defined terms in this Second Supplemental Report have the meanings provided to
them in the Sixth Report, unless otherwise defined herein.

3. This Second Supplemental Report is subject to the restrictions in the Sixth Report.

1.1 Purpose of this Second Supplemental Report

1. Since the date of the Sixth Report and the First Supplemental Report, the Monitor has
obtained additional accounting information regarding the Intercompany Account of
Bay LP with UTMI. This Second Supplemental Report discusses this accounting
information, as well as other information with respect to the Foreign Representative
Motion.
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2.0 Supplementary Information

2.1 Intercompany Account

1. In paragraphs 1 and 2 of Section 3 of the Sixth Report, the Monitor stated that the
Intercompany Account reflected a balance of $527,655 owed by UTMI to Bay LP as
at December 31, 2015. The Sixth Report states that the foregoing amount was net of
the management fee that was owed to UTMI by Bay LP pursuant to the Original Fee
Agreement and the Amended Fee Agreement.

2. The Accountants have provided the Monitor with the December 31, 2016 Bay LP Trial
Balance and the 2016 Bay LP Year End Adjusting Journal Entries schedule. A copy
of the December 31, 2016 Bay LP Trial Balance and the 2016 Bay LP Year End
Adjusting Journal Entries schedule are attached as Appendices “A” and “B”,
respectively.

3. The Accountants have also provided the Monitor with the 2015 Bay LP Trial Balance
and the 2015 Bay LP Year End Adjusting Journal Entries schedule, which are
attached as Appendices “C” and “D”, respectively. The 2015 Bay LP Trial Balance
was the basis for Bay LP’s 2015 T50131 tax information that Bay LP filed with the
Canada Revenue Agency. The date of the certification of the 2015 Bay LP T5013 is
“2016-03-30”. Included in the 2015 Bay LP T5013 is Schedule 100, which
summarizes Bay LP’s assets, liabilities and partners’ capital. A copy of Schedule 100
is attached as Appendix “E”. As can be seen on Appendix “E”, there is no liability
listed that would support an indebtedness in respect of the Substituted Promissory
Notes.

4. The December 31, 2016 Bay LP Trial Balance reflects a balance of $727,655 owing
by UTMI to Bay LP. The December 31, 2015 Bay LP Trial Balance reflects a balance
of $527,655 owing by UTMI to Bay LP, which is the same amount reflected in the
Sixth Report. Neither the 2016 Bay LP Trial Balance nor the 2015 Bay LP Trial
Balance reflects amounts owing to either UCI or Realtyco in connection with the
Substituted Promissory Notes.

2.2 April 17, 2017 Affidavit

1. On April 17, 2017, Dentons Canada LP (“Dentons”) filed an affidavit of Elizabeth
Brooks (“Affidavit”) of the same date in connection with this matter. The Affidavit
contained a letter from Dentons dated April 6, 2017 to Jeremy Cole, Executive Vice
President of the Accountants, wherein Dentons posed sixteen (16) questions
(“Questions”) to the Accountants, and a letter dated April 10, 2017 from the
Accountants to Dentons, wherein the Accountants provided answers (“Answers”) to
the Questions.

2. The Monitor has reviewed the Questions and Answers. In table format, the Monitor
has provided comments (“Comments”) to the Questions and Answers, where it
believes they are warranted. A copy of the table with the Questions, Answers and
Comments is attached as Appendix “F”.

1 The T5013 is a partnership tax form required to be filed by partnerships with the Canada Revenue Agency. The
T5013 includes details of the partnership’s income (loss), assets, liabilities and allocation of income (loss) among the
partners.
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2.3 Income Allocation

1. In paragraph 2 of Section 2.2 of the Sixth Report, the Monitor outlines the ownership
of Bay LP as being:

 Deaja (General Partner) – .01%

 Alan Saskin (Limited Partner) – 79.99%

 Vestaco, as nominee for Doreen Saskin (Limited Partner) – 20.00%

2. In paragraph 3 of Section 2 of the First Supplemental Report, the Monitor stated that,
on May 15, 2008, an agreement among Deaja, Vestaco and Alan Saskin provided
Vestaco with a priority return (“Priority Return”) of $7 million plus interest at 7%,
compounded annually.

3. The Accountants provided the Monitor with a schedule (“Taxable Income Schedule”)
which summarizes Bay LP’s taxable income (loss) for the years from 2008 to 2016,
inclusive. The Tax Schedule also presents the allocation of the taxable income
among Bay LP’s partners for the years 2008 to 2015 and the proposed allocation for
2016. The Monitor is reviewing the taxable income allocation among the Bay LP
partners with the Accountants. A copy of the Taxable Income Schedule is attached
as Appendix “G”.

4. The Monitor has been advised by the Accountants that in December 2016, Vestaco
assigned its interest in Bay LP to DS (Bay) Holdings. The Monitor has requested and
is awaiting documentation relating to this assignment.

2.4 Factum of Foreign Representative

1. In the context of this motion, Dentons filed a Factum of the Foreign Representative
(“FR Factum”) dated April 18, 2017.

2. In paragraph 27 of the FR Factum, reference is made to UCI’s interim pro forma
consolidated financial statements as at June 30, 2015 (“June 30, 2015 Pro Forma
Statements”) and as at September 30, 2015 (“September 30, 2015 Pro Forma
Statements”) (collectively the “Pro Forma Statements”). The June 30, 2015 Pro
Forma Statements and the September 30, 2015 Pro Forma Statements also contain
December 31, 2014 comparative results. The statements of financial position of the
June 30, 2015 Pro Forma Statements and the September 30, 2015 Pro Forma
Statements are attached as Appendices “H” and “I”, respectively.

3. Paragraph 27 of the FR Factum states that the Pro Forma Statements reflect an
$8 million current asset from “related parties”.

4. The Monitor has reviewed the Pro Forma Statements and notes the following:

 the Information relating to June 30, 2015 and September 30, 2015 is
“Unaudited” and the information relating to December 31, 2014 is “Audited”.

 as at December 31, 2014, the Pro Forma Statements reflects no amount owing
from “Related parties”; and
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 UCI was incorporated on June 19, 2015, being subsequent to the date on which
the financial position of UCI was audited. Additionally, the majority of the assets
contained in the Pro Forma Statements were acquired by UCI in December, 2015.
Accordingly, it is unclear to the Monitor which entity’s results are reflected in the
Pro Forma Statements.

3.0 Conclusion

1. The Monitor’s conclusions and recommendations set out in the Sixth Report remain
unchanged.

* * *

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
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Re: Urbancorp Inc. – CCAA Proceedings – 567672-1

Question MNP Answers KSV Comments

1. Can you briefly explain the purpose of UTMI? Management of Company for the
employees is the holder of any
excess cash from the group and
funds the cash needs of various
projects

UTMI provides the majority
of back office services for the
group.

Other entities within the group
maintained cash balances from
time-to-time.

2. Were there transactions between UTMI and other
Urbancorp affiliated (sic) on a daily basis (in the
periods preceding the creation of UCI and the
subsequent corporate reorganization) that were
considered to be in the ordinary course?

Yes

3. If yes, were any of these transactions ever posted by the
companies incorrectly or without understanding the tax
planning implications?

Yes

4. If so, what would MNP do at year end to correct these
entries?

MNP would post adjusting entries at
year-end

The records indicate that there
was a MNP 2015 year end
adjusting entry [recorded in
the intercompany account] ($3
million adjustment to reverse
prior year accrual for
management fee)

5. Can you advise whether there was a debt owed to TCC
Bay at the time the $8 million Promissory Note was
issued?

Yes to my knowledge

6. If your answer is yes, what was the source of the debt? Management fees payable on sale
of a partial interest in the
Downsview contract to Mattamy

7. Would you consider the $8m transaction between
UTMI and TCC Bay to be in the ordinary course?

Yes While intercompany
transactions, including
management fee charges,
appear to be in the ordinary
course, KSV is unaware of a
similar transaction, i.e. where
a promissory note was issued
in respect of management fees
accrual or any other liability.

8. Why was this TCC Bay liability not posted to the
general intercompany account between UTMI and
TCC Bay?

To avoid the immediate
triggering of HST

UTMI would have paid HST
and TCC Bay would have
been entitled to an equivalent
ITC.

9. KSV has reviewed the internal general ledger accounts,
prior to any year end adjusting entries, of UTMI and
TCC Bay in deriving its position. Should KSV have
relied on these internal general ledger accounts without
the year end adjusting entries being completed?

No KSV reviewed post-adjusting
entry accounting information.
No differences were noted.



10. Is it your opinion that the intercompany accounts
between UTMI and TCC Bay were completely
accurate?

No

11. As the accountant to UTMI and TCC Bay, would
MNP have posted year end adjusting entries for these
companies if the intent had been to keep the $8 million
debt outstanding?

Yes MNP’s answer suggests that
there was no intent to maintain
the $8 million obligation as no
adjusting entry was booked.

12. If yes, can you please advise what entries you would
have posted in regards to this $8m liability owed by
TCC Bay?

Unsure as did not prepare the
financials.

Tax information was prepared
by MNP for 2015 and 2016 (in
draft). There is no indication
of an $8 million liability in the
tax information for either year.

13. Can you advise how TCC Bay was to repay the $8
million Promissory Note?

The proceeds from the sale of
the Bayview and Woodbine
projects.

KSV is unaware of any
evidence to support MNP’s
answer. Additionally, prior to
creation of UCI, Bay LP
owned several projects in
addition to Woodbine and
Bayview. Revenue generated
from any of these projects
could have been used to repay
the obligation, if one existed.

14. Why was the $8 million split into two separate notes? Tax purposes, to avoid a capital
gain on the transfer of certain
assets to UCI subsidiaries.

15. Why do the replacement promissory notes bear
interest when the original note did not provide for any
interest?

I do not know

16. Are you aware of anything that would cause the $8
million to no longer be outstanding?

Not to my knowledge The obligation was recorded
in the intercompany account
between UTMI and TCC Bay.
The 2016 year-end balance
reflected a liability owing
from UTMI to Bay LP.
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