Court File No.: CV-16-11389-00CL

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 TORONTO MANAGEMENT INC., URBANCORP (ST. CLAIR
VILLAGE) INC., URBANCORP (PATRICIA} INC., URBANCORP (MALLOW)
INC., URBANCORP (LAWRENCE)} INC., URBANCORP DOWNSVIEW PARK
DEVELOPMENT INC., URBANCORP (952 QUEEN WEST) INC,, KING
RESIDENTIAL INC., URBANCORP 60 ST. CLAIR INC, HIGH RES. INC,
BRIDGE ON KING INC, (collectively, the “Applicants”) AND THE AFFILIATED
ENTITIES LISTED IN SCHEDULE “A” HERETO

MOTION RECORD
(returnable October 30, 2017)

October 25, 2017 DENTONS CANADA LLP
77 King Street West, Suite 400
Toronto Dominion Centre
Toronto, Ontario MSK 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
Jforeign representative of Urbancorp Inc.

TO: THE SERVICE LIST



TO:

AND TO:

AND TO:

AND TO:

Tor#: 3514838.3

URBANCORP TORONTO MANAGEMENT INC. ET AL.
SERVICE LIST
(Updated September 14, 2017)

WEIRFOULDS LLP

The TD Bank Tower, Suite 4100
66 Wellington Street West
Toronto, ON MS5K 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

KSV KOFMAN INC.
150 King Street West, Suite 2308
Toronto, ON MS5H 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

The Monitor

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

Robin B. Schwill / Jay Swartz
Tel: 416-863-5502/416-863-5520
Email: rschwill@dwpv.com / jswartz@dwpv.com

Lawyers for KSV Kofman Inc,, in its capacity as Monitor

BENNETT JONES LLP
3400 One First Canadian Place
Toronto, ON MS5SX 1A4

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

Lawyers for Urbancorp Inc. and Alan Saskin



AND TO: DENTONS CANADA LLP
400-77 King Street West, TD Centre
Toronto, ON MS3K 0A1
Neil Rabinovitch / Kenneth Kraft
Tel:  416-863-4656/416-863-4374
Email: neil.rabinovitch@dentons.com / kenneth.kraft@dentons.com

Lawyers for Adv. Gus Gissin, in his capacity as the Court-appointed Israeli
Functionary of Urbancorp Inc.

AND TO: GOODMANS LLP
Bay Adelaide Centre
333 Bay Street, Suite 3400
Toronto, ON MS5H 287

Brian Empey
Tel: 416-597-4194
Email: bempey@goodmans.ca

Lawyers for Parc Downsview Park Inc.

ANDTO: TORYSLLP
79 Wellington Street West, 30" Floor
Box 270, TD South Tower
Toronto, ON MS5K 1N2

Scott A. Bomhof
Tel: 416-865-7370

Email: sbomhofi@torys.com
Lawyers for First Capital Realty

AND TOQ: BLAKE, CASSELS & GRAYDON LLP
199 Bay Street
Suite 4000, Commerce Court West
Toronto, ON MS5L 1A9

Steven J. Weisz / Silvana M, D'Alimonte
Tel: 416-863-2616/416-863-3860
Email; steven.weisz@blakes.com / smda@blakes.com

Lawyers for Laurentian Bank of Canada

Tor#: 3514838.3



-3 -

AND TO: CASSELS BROCK & BLACKWELL LLP
Suite 2100, Scotia Plaza
40 King Street West
Toronte, ON MS5H 3C2

Jane Dietrich / Natalie E. Levine
Tel:  416-860-5223 / 416-360-6568

Email: jdietrich(@casselsbrock.com / nlevine(@casselsbrock.com

Lawyers for Mattamy Homes Limited

AND TO: ROBINS APPLEBY LLP
120 Adelaide Street West, Suite 2600
Toronto, ON MS5H IT1

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

Co-Counsel for Terra Firma Capital Corporation

AND TO: THORNTON GROUT FINNIGAN LLP
3200 — 100 Wellington Street West
TD Centre, Box 329
Toronto, ON M5K 1K7

John T. Porter
Tel: 416-304-0778
Ermnail: jporter@tgf.ca

Co-Counsel for Terra Firma Capital Corporation

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

James M. Wortzman / John Paul Ventrella / Catherine E. Allen
Tel: 416-865-3315/416-865-5327/ 416-865-5326

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

callen(@teplitskvecolson.com

Lawyers for Atrinm Mortgage Investment Corporation

AND TO: FRIEDMAN LAW PROFESSIONAL CORPORATION
150 Ferrand Drive, Suite 802
Toronto, ON M3C 3ES

Judy Hamilton
Tel: (416) 496-3340 ext. 136
Emalil: jh@friedmans.ca

Lawyers for Felice Raso

Tor#: 3514838.3



AND TO: AIRD & BERLIS LLP
Brookfield Place, 181 Bay Street
Suite 1800, Box 754
Toronto, ON MSI 2T

D. Robb English
Tel: 416-865-4748
Email: renglish@airdberlis.com

Lawyers for The Toronto-Dominion Bank

AND TO: BANK OF MONTREAL
First Canadian Place,
18" Floor, Toronto, ON M5X 1A1

Halim Chaccour
Tel: 416-867-4932
Email: halim.chaccour@bmo.com

AND TO: CHAITONSLLP
5000 Yonge Street,
10* Floor, Toronto, ON M2N 7E9

Harvey Chaiton
Tel: 416-218-1129
Email: harvey(@chaitons.com

Lawyers for Bank of Montreal

AND TO: GOWLING WLG
1 First Canadian Place
100 King Street West, Suite 1600,
Toronto, ON M35X 1G5

Lilly A. Wong / Clifton P, Prophet / Frank Lamie
Tel: 416-369-4630/416-862-3509/416.962.2609
Email: lilly, wong@gowlingwle.com / clifion.prophet@gowlingwle.com /

frank.lamie@gowlingwlg.com

Lawyers for Canadian Imperial Bank of Commerce

Tor#: 3514838.3



-5.

AND TO: MCCARTHY TETRAULT LLP
Suite 5300
TD Bank Tower
Box 48, 66 Wellington Street West
Toronto ON MSK 1E6

Heather Meredith
Tel: 416-601-8342

Emaii: hmeredith@mccarthy.ca

Lawyer for the syndicate of lenders represented by The Bank of Nova Scotia,
as Administrative Agent

AND TO: THE BANK OF NOVA SCOTIA
5075 Yonge Street,
Toronto, ON M2N 6C6

Mario Cacciola
Tel: 416-590-7994

Email: mario.cacciola@scotiabank.com

AND TO: WESTMOUNT GUARANTEE SERVICES INC.
600 Cochrane Drive, Suite 205
Markham, ON L3R 5K3

Jim Emanoilidis
Tel: 647-499-8249
Email: jim@westmountguarantee.com

AND TO: KAREG LEASING INC.
31 Davisville Avenue
Toronto, ON M4S 1G3

Dino Chiesa
Tel: 416-520-3119

Email: dinochiesa@resreit.ca

AND TO: MINISTRY OF FINANCE
77 Bay Street, 1 1% Floor
Toronto, ON MS5G 2C8

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

Tor#: 35148383



AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

Tor#: 3514838.3

TORYS LLP

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

Toronto, ON MS5K IN2

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

Lawyers for Tarion Warranty Corporation

CHAITONS LLP
5000 Yonge Street,
10" Floor, Toronto, ON M2N 7E9

Barry Rotenberg
Tel: 416-218-1133
Email: BRotenberg@chaitons.com

HENDRICK AND MAIN DEVELOPMENTS INC.
109 Atlantic Ave, Suite 302B
Toronto, ON M6K 1X4

Rick Iafelice / Gemma Fox
Tel: 416-530-2438
Email: rick@mainandmain.ca / gemma@mainandmain.ca

FASKEN MARTINEAU DUMQULIN LLP
333 Bay Street, Suite 2400
Toronto, ON M53H 2T6

Aubrey E. Kauffman
Tel:  416-868-3538

Email: akauffman@fasken.com

Lawyers for Travelers Guarantee Company of Canada

FOGLER, RUBINOFF LLP
77 King Street West

TD Centre North Tower

Suite 3000, P.O. Box 95
Toronto, ON M35K 1G8

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

Lawyers for Adrian Serpa and Stefano Serpa



AND TO: CITY OF TORONTO
Litigation Section, Legal Services Division
26 Floor, Metro Hall, Stn. 1260, 55 John Street
Toronto, ON MS5SV3Cé

Christopher J. Henderson
Tel: 416-397-7106

Email: chender3@toronto.ca
Counsel for the City of Toronto

Lawyers for the City of Toronto

AND TO: FARBER FINANCIAL GROUP
150 York Street, Suite 1600
Toronto, ON MS5H 385

Hylton Levy / Rob Stelzer
Tel:  416-496-3070/ 416-496-3500
Email; hievy@farberfinancial.com / rstelzer@farberfinancial.com

Financial Advisors for the Court-appointed Israeli Functionary of
Urbancorp Inc.

AND TO: DICKINSON WRIGHT LLP
199 Bay Street, Suite 2200
Commerce Court
Toronto, ON MS5L 1G4

Lisa S. Corne / David P. Preger
Tel:  416- 646-4608 / 416-646-4606

Email; lcorne@dipkinsonwright.com / dpreger@dickinsonwright.com

Lawyers for certain purchasers of pre-construction units

AND TO: SALVATORE MANNELLA PROFESSIONAL CORPORATION
3700 Steeles Ave W. Suite 600
Woodbridge, Ontario L4L 8K8

Salvatore Mannella
Tel: 905.856.0773 ext.273
Email: mannella@westonlaw.ca

Lawyers for Pro-Green Demolition Ltd.

Tor#; 35148383



AND TO:

AND TO:

AND TO:

AND TO:

Tot#: 3514838.3

TORKIN MANES LLP
151 Yonge Street, Suite 1500,
Toronto ON M5C 2W7

Kayla Kwinter
Tel: 416 777 5420
Email: klkkwinterf@torkinmanes.com

Lawyers for MDF Mechanical Ltd,

ALVAREZ & MARSAL CANADA INC.
Royal Bank Plaza, South Tower

200 Bay Street, Suite 2900

P.O. Box 22, Toronto, ON M5J 2J1

Tony Zaspalis / Amanda Favot
Tel: (416) 847-5171/(416) 847-5163
Email: tzaspalis(@alvarezandmarsal.com / afavoti@alvarezandmarsal.com

Receiver of Urbancorp (Leslieville) Developments Inc.,, Urbancorp (The
Beach) Developments Inc., and Urbancorp (Riverdale) Developments Inc.

BLAKE, CASSELS & GRAYDON LLP
199 Bay Sireet

Suite 4000, Commerce Court West
Toronto, ON MS5L 1A9

Pamela L.J. Huff / Milly Chow / Kelly Peters
Tel:  416-863-2958 / 416-863-2594 / 416-863-4271

Email: pamela.huffi@blakes.com / milly.chow@blakes.com /
kelly.peters(@blakes.com

Lawyers for the Receiver and Construction Lien Trustee, Alvarez & Marsal
Canada Ine,

CASSELS BROCK & BLACKWELL LLP
Suite 2100, Scotia Plaza

40 King Street West

Toronto, ON MS5H 3C2

Mark St, Cyr
Tel:  (416) 869-5462
Email: msteyr@casselsbrock.com

Lawyers for 1481614 Ontario Inc, formerly carrying on business as Coldwell
Banker Case Realty



-9.-

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

Mario Forte / Robert J. Drake
Tel: 416597 6477 /416-597-5014
Email: forte@gsnh.com / drake@gsnh.com

Lawyers for Fuller Landau LLP, Proposal Trustee to Alan Saskin

AND TO: FULLERLANDAULLP
151 Bloor Street West
Toronto, ON M5S 154

Gary Abrahamson / Adam Erlich / Ken Pearl
Tel: 416-645-6524 / 416-645-6560/ 416-645-6519
Email: GAbrahamson@FullerLLP.com / AErlich@FullerLLP.com /

KPearl@FullerLL.P.com

Proposal Trustee to Alan Saskin

AND TO: DELZOTTO ZORZI, LLP
4810 Dufferin Street, Suite D
Toronto, ON M3H 5588

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

Lawyers for Furkin Construction Inc. and GMF Consulting Inc,

AND TO: FINE & DEO
Barristers & Solicitors
Suite 300, 3100 Steeles Avenue West
Vaughan, ON L[4K 3R1

Jonathan H, Fine / Maria Dimakas
Tel: 905-760-1800, Ext. 226 / 905-760-1800, Ext, 247
Email: jfine@finedeo.com / mdimakas@finedeo.com

Lawyers for Toronto Standard Condominium Corporation No. 2302,
Toronto Standard Condominium Corporation No. 2348 and Toronto
Standard Condominium Corporation No. 2448

Tor#: 3514838.3



URBANCORP TORONTO MANAGEMENT INC. ET AL.
SERVICE LIST - EMAIL ADDRESSES
(Updated September 14, 2017)

elamek@weirfoulds.com; dnunes@weirfoulds.com; bkofman@ksvadvisory.com;
ngoldstein@ksvadvisory.com; rharlang@ksvadvisory.com; rschwill@dwpv.com;
jswartz@dwpv.com; Orzyr@bennettjones.com; SahniR@bennettjones.com;
neil.rabinovitch@dentons.com; kenneth.kraft@dentons.com; bempey@goodmans.ca;
sbomhof@torys.com; steven.weisz@blakes.com; smda@blakes.com;
Jdietrich(@casselsbrock.com; nlevine@casselsbrock.com; Imargulies@robapp.com;
dmichaud@robapp.com; jporter@tgf.ca; jwortzman(@teplitskycolson.com;
jventrella@teplitskycolson.com; callen@teplitskycolson.com; jh@friedmans.ca;
renglish@airdberlis.com; halim.chaccour@bmo.com; harvey@chaitons.com;

lilly. wong@gowlingwlg.com; clifton.prophet@gowlingwlg.com; frank.lamie@gowlingwlg.com;
hmeredith@meccarthy.ca; mario.cacciola@scotiabank.com; jim@westmountguarantee.com;
dinochiesa@resreit.ca; Kevin.Ohara@ontario.ca; aslavens@torys.com;
BRotenberg@chaitons.com; rick@mainandmain.ca; gemma@mainandmain.ca;
akauffman@fasken.com; vdare@foglers.com; chender3@toronto.ca,
hlevy@farberfinancial.com; rstelzer@farberfinancial.com; lcorne@dickinsonwright.com;
dpreger@dickinsonwright.com; mannella@westonlaw.ca; kkwinter@torkinmanes.com:;
tzaspalis@alvarezandmarsal.com; afavot@alvarezandmarsal.com; pamela.huff@blakes.com;
milly.chow@blakes.com; kelly.peters@blakes.com; msteyr@casselsbrock.com;
forte@gsnh.com; drake@gsnh.com; GAbrahamson@FullerLLP.com; AErlich@FullerLLP.com;
KPearl@FullerLLP.com; rcalderwood@dzlaw.com; sadamski@dzlaw.com; jfine@finedeo.com:;
mdimakas@finedeo.com;

Tor#: 3514838.3



INDEX



INDEX

Document Tab
Notice of Motion dated October 25, 2017 1
Fourth Report to the Court of Guy Gissin, in his capacity as Court Appointed 2

Functionary and Foreign Representative of Urbancorp Inc. dated October 24, 2017

Appendix “A”: Initial Recognition Order A

Appendix “B”: Supplemental Order

Appendix “C”: Affidavit of Nadine Amiel affirmed October 18, 2017




TAB 1



Court File No. CV-16-11389-00CL

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 PLAN MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF URBANCORP TORONTO MANAGEMENT INC., URBANCORP (ST. CLAIR
VILLAGE) INC,, URBANCORP DOWNSVIEW PARK DEVELOPMENT INC.,
URBANCORP 952 QUEEN WEST) INC., KING RESIDENTIAL INC., URBANCORP 60
ST. CLAIR INC,, HIGH RES. INC., BRIDGE ON KING INC. (collectively, the
“Applicants”) AND THE AFFILIATED ENTITIES LISTED IN SCHEDULE “A”
HERETO

NOTICE OF MOTION
(returnable October 30, 2017)
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 October 30, 2017 at 9:30 a.m., or as

soon after that 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:

L. Authorizing and directing KSV Advisory Inc., in its capacity as monitor of the
Applicants (the “Monitor”), to pay the professional fees of the Foreign Representative
from the $8 million professional fee reserve (the “Fee Reserve”) established in the

Urbancorp Cumberland I LP (“Cumberland I'’) estate; and,

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

Court may consider just.
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THE GROUNDS FOR THE MOTION ARE:
Background

1. On April 21, 2016, certain direct and indirect subsidiaries (the “NOI Entities”) of UCI
commenced bankruptcy proposal proceedings pursuant to Section 50.4(1) of the Bankrupicy
and Insolvency Act (Canada), R.S.C. 1985, ¢, B-3, as amended (the “BIA™). KSV Kofman
Inc. (“KSV”) was appointed as the Proposal Trustee;

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

over UCI (the “Israeli Proceeding™);

3. 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 Applicants would file
for protection under the Companies’ Creditors Arrangement Act, R.8.C. 1985, c. C-36, as
amended (the “CCAA”, and the “CCAA Proceedings™);

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

5. On May 18, 2016, the Ontario Court also granted two orders, the Initial Recognition Order
and the Supplemental Order, under Part IV of the CCAA in file number CV-16-11392-00CL
(the “Part IV Proceeding™);

6. The Initial Recognition Order recognized the Isracli Proceeding in respect of UCI as a
“foreign main proceeding” and recognized the Foreign Representative as foreign

representative of UCI in the Part I'V Proceeding;
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Foreign Representative’s Professional Fees

7. The Monitor has established a Fee Reserve in the Cumberland I CCAA from proceeds of

realizations in the CCAA Proceedings;

8. UCI is the only material and non-contingent creditor of Cumberland I, and had previously
consented to an increased distribution to the other accepted creditors in order to obtain this
status. UCI also directly and indirectly holds all of the issued ownership units in Cumberland
I and, as such, is the sole beneficiary of the Cumberland I estate (other than amounts already

reserved for disputed claims);

9. In the interest of administrative efficiency, the Foreign Representative is seeking an Order
authorizing and directing the Monitor to pay the Foreign Representative’s Canadian
professional fees from the Fee Reserve as these represent amounts to which UCI is entitled,
(other than the fees that might be paid to the Monitor and its counsel and the Applicants’
counsel under the Initial Order). Doing so would avoid duplicative transfers of funds from
Canada to Israel that would be remitted back to Canada to pay the Canadian professional fees

and which would increase costs to UCI creditors;

10. The Israeli Court has already approved the engagement of the Canadian professional

advisors;
General

11. Authorizing the Monitor to pay the Foreign Representative’s professional fees from the Fee
Reserve will allow for the continued efficient and equitable administration of the Part IV
Proceedings and the Foreign Representative’s involvement in the Cumberland One CCAA

and various other Canadian proceedings in which UCI has an interest;

12. Rules 1.04(1), 1.04(2), 2.03, and 37 of the Rules of Civil Procedure, R.R.O. 1990, Reg. 194;

and,

13. Such further and other grounds as counsel may advise and this Honourable Court may

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

1. The Fourth Report of the Foreign Representative dated October 24, 2017; and,

2. Such further and other evidence as counsel may advise and this Honourable Court may
admit.
October 25, 2017 DENTONS CANADA LLP

77 King Street West, Suite 400
Toronto Dominion Centre
Toronto, Ontario M5K QA1
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
Joreign representative of Urbancorp Inc.

TO: THE SERVICE LIST
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SCHEDULE “A”
LIST OF NON APPLICANT AFFILIATES
Urbancorp Power Holdings Inc.
Vestaco Homes Inc.
Vestaco Investments Inc.
228 Queen’s Quay West Limited
Urbancorp Cumberland 1 LP
Urbancorp Cumberland 1 GP Inc.
Urbancorp Partner (King South) Inc.
Urbancorp (North Side) Inc.
Urbancorp Residential Inc.

Urbancorp Realtyco Inc.
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ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.8.C. 1985, C. ¢-36, AS AMENDED

AND IN THE MATTER OF URBANCORP INC.

APPLICATION OF GUY GISSIN, THE FOREIGN REPRESENTATIVE OF

URBANCORP INC., UNDER SECTION 46 OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

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

(October Q4 2017)
A. BACKGROUND

1. On April 21, 2016, certain direct and indirect subsidiaries (the “NOI Entities”) of
Urbancorp Ine. (“UCI™) commenced bankruptcy proposal proceedings pursuant to
Section 50.4(1) of the Bankruptcy and Insolvency Act (Canada), R.8.C. 1985, c. B-3, as
amended (the “BIA”). KSV Kofman Inc. (“KSV”) was appointed as the Proposal

Trustee.

2. On April 25, 2016, pursuant to an application under Israel’s insolvency regime brought
by the indenture trustee (the “Indenture Trustee”) of certain notes issued by UCI on the
Israeli Stock Exchange (the “Bond Issuance”), the District Court in Tel Aviv-Jaffa,
Israel (the “Israeli Court”) granted an order appointing Guy Gissin (the “Foreign
Representative™) as functionary officer of UCI and giving him certain management

powers, authorities and responsibilities over UCI (the “Israeli Proceeding™).

3. 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 “Urbancorp CCAA Entities”) would file for
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protection under the Comparnies’ Creditors Arrangement Act, R.S.C. 1985, ¢. C-36, as
amended (the “CCAA”, and the “CCAA Proceedings”).

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

Initial Order also approved the Protocol.

5. On May 18, 2016, the Ontario Court also granted two orders, the Initial Recognition
Order and the Supplemental Order, under Part IV of the CCAA.

6. The Initial Recognition Order recognized the Isracli Proceeding in respect of UCI as a
“foreign main proceeding” and recognized the Foreign Representative as foreign
representative of UCIL. A copy of the Initial Recognition Order is attached as Appendix
“A” hereto. Pursuant to the Supplemental Order, KSV was appointed as information

officer of UCI. A copy of the Supplemental Order is attached as Appendix “B” hereto.

7. The Israeli Court has extended the Foreign Representative’s appointment several times
and the Ontario Court has granted recognition orders in respect of each extension. As the
Plan Approval Order (as defined herein) appoints the Foreign Representative as trustee of

the UCI estate, no further extension of his appointment is required under Israeli law.

8. The Foreign Representative has incurred certain Canadian professional fees in connection
with these proceedings, and is seeking reimbursement for these expenses from the reserve
established by the Monitor for professional fees (the “Fee Reserve™) in the Urbancorp
Cumberland [ LP (“Cumberland I”) estate. For the Foreign Representative, it is more
efficient to have these fees paid ahead of amounts that would be sent to Israel than having

them remitted them back to Canada.

9. The Foreign Representative has scheduled a motion before the Ontario Court, returnable
on October 30, 2017 at 9:30 a.m., for an Order recognizing the Plan Approval Order and
authorizing and directing the Monitor to pay the ongoing Canadian professional fees of

the Foreign Representative from the Fee Reserve.
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B. PURPOSE OF THE REPORT

10. The purpose of this Fourth Report is to:

a. Report to the Ontario Court on the Plan (as defined herein) and the Plan Approval

Order; and,
b. Request an Order of the Ontario Court:
i. recognizing the Plan Approval Order; and,

ii. authorizing and directing the Monitor to pay the Foreign Representative’s
Canadian professional fees from the Fee Reserve established in the

Cumberland I estate.

C. ISRAELI PLAN APPROVAL ORDER

1L

12.

13.

14.

On January 9, 2017, the Israeli Court granted an order (the “Israeli Creditors® Meeting
Order”), among other things, authorizing the Foreign Representative to convene a
meeting of secured and unsecured UCI creditors in order to vote on a creditors’
arrangement plan (the “Plan”)., The Ontario Court recognized the Israeli Creditors’

Meseting Order on January 27, 2017.

In accordance with the Israeli Creditors’ Meeting Order, the meeting of secured creditors
took place in Israel and the unsecured creditors’ meeting was held concurrently in Israel
and in Canada. Both meetings took place on May 24, 2017. A meeting of UCI
bondholders was also held, in advance of the creditors’ meetings, at which the

bondhoiders voted to instruct the Indenture Trustee to vote in favour of the Plan.

An overwhelming majority of creditors approved the plan, with 99.9% of secured
creditors and 98.7% of unsecured. creditors in value voting in favour. Accordingly, the
Foreign Representative brought a motion before the Israeli Court to approve the Plan,

which was supported by the Israeli Official Receiver.

At the approval motion, the Israeli Court considered the terms of the Plan, the votes

tendered at the creditors’ meetings, and the objections raised by certain stakeholders,
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15.

16.

17.

-4.

including the current shareholders and former Canadian directors of UCL As an
immaterial number of creditors abstained from voting, the Israeli Court held the requisite
majority vote of participants at the creditors’ meetings had been obtained. On September
26, 2017, the Israeli Court released its decision (the “Plan Approval Order”) approving
the Plan and dismissing the objections, with costs awarded against the Proposal Trustee
and the UCI Holdco Shareholders (as each term is defined herein) in favour of the
Foreign Representative, the Indenture Trustee, and the Israeli Official Receiver. An
official translation of the Plan Approval Order is attached to the affidavit of Nadine
Amiel, affirmed October 18, 2017, which is attached as Appendix “C* hereto.

The key terms of the Plan provide for an immediate interim distribution to UCI’s secured
creditors in the amount of approximately CAD 20 million from proceeds of realizations
in the CCAA Proceedings, the reimbursement of the Indenture Trustee for financing legal
proceedings, the establishment of reserves for disputed claims, administrative costs, and
professional fees, costs, and expenses related to the filing of third party claims on behaif
of UCI’s creditors. The Plan also provides for continuing the realization of UCI’s group
assets and the assignment of UCI creditor claims against third parties in connection with

the Bond Issuance to the Foreign Representative to pursue on their behalf,

A number of stakeholders objected to the Plan. Objections were filed by Tuvia Facthold
(a bondholder, “Facthold”), Alan Saskin, Philip Giles, David Mandel, John Biran, and
James Cameroon Somerweil (collectively, the “Canadian Directors™), Fuller Landau
Group Inc., in its capacity as Alan Saskin’s proposal trustee (the “Proposal Trustee”),
and The Webster Trust, TCC/Urbancorp Bay Stadium LP, and Urbancorp Management
Inc. (collectively, the “UCI Holdco Shareholders™).

Facthold opposed the interim distribution contemplated by the Plan and sought to
establish a NIS 13 million reserve pending the resolution of his class action claim against
UCI for, among other things, losses incurred due to the diminished resale value of his
UCI bonds, which remains in the early stages of certification. In its analysis of Facthold’s
objection, the Israeli Court considered, among other things, that his share in the UCI debt

is marginal (as he had a nominal amount of bonds), that his class action claim is

30086729_S|NATDOCS
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19.

-5-

conditional, and that UCI creditors will suffer serious damage if no distribution is made
pending the resolution of the class action given the significant interest that will continue
to accrue on the distribution amount. The Israeli Court ultimately held that it would allow
the Foreign Representative to establish the reserve on the condition that Facthold provide
a personal undertaking by October 15, 2017, to compensate creditors for any damage
caused as a result of holding back the reserve. Facthold did not provide this undertaking

and, accordingly, the Foreign Representative paid the rescrve to the Indenture Trustee.

The Canadian Directors opposed the Plan because it did not indemnify them against
claims advanced against them as officers and directors of UCI. Two of the Canadian
Directors, Alan Saskin and David Mandell, had filed proofs of claim in respect of such
indemnification, which were disallowed by the Foreign Representative. The remaining
Canadian Directors did not file claims. Alan Saskin appealed the disallowance of his
claim. For this reason, the Foreign Representative and the Israeli Official Receiver
respectively argued that the Canadian Directors could not oppose the Plan as they are not
UCI creditors and do not have standing to object to the Plan. The Israeli Court held that
the Canadian Directors’ objection could not prevent approval of the Plan because it was
approved by a significant majority of UCI creditors. However, to address the Canadian
Directors’ concerns, the Israeli Court ordered that distributions would not be made to
UCP’s Israeli directors, who had negotiated a settlement with the Foreign Representative
that subordinated their indemnity claims, until the disputed claims of the Canadian

Directors were resolved,

The Proposal Trustee and the UCI Holdco Shareholders did not oppose the interim
distribution contemplated by the Plan but objected to the approval of the Plan generally
on the basis that, among other things, the motion to approve the Plan was not supported
by the Foreign Representative’s affidavit, the Plan does not specifically outline a process
for its termination, the Foreign Representative does not have authority to liquidate UCI’s
assets, and that the assignment of creditors’ rights to the Foreign Representative is too
general, The Proposal Trustee and the UCI Holdco Shareholders also sought clarification

regarding the Plan and opposed the approval of the Foreign Representative’s fees. The

30086729_S{NATDOCS
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21.

22,

23.

-6

Foreign Representative has maintained that the Proposal Trustee and the UCI Holdco

Shareholders do not have standing to object to the Plan.

The Israeli Court considered, as a preliminary threshold matter, whether the Proposal
Trustee and the UCI Holdco Shareholders’ objections should be taken into account, given
that shareholders’ interests defer to the interests of creditors undexl Israeli insolvency law
and are only considered where there is a reasonable possibility that shareholders will
receive distributions. The Israeli Court rejected the assertion, advanced by the Proposal
Trustee and the UCI Holdco Shareholders, that sharcholders will likely receive
distributions on the basis that it was only generally stated and was not supported by any
evidence. Instead, the Israeli Court relied on the Foreign Representative’s reports which
showed that even creditors were unlikely to recover the full amount of their claims.
Despite concluding that Proposal Trustee and the UCI Holdco Shareholders failed to
satisfy the preliminary threshold test, the Israeli Court proceeded to consider, and

dismiss, all of their objections to the Plan.

The Israeli Court also considered, and dismissed, the Proposal Trustee and the UCI
Holdco Shareholders’ objection to the approval of the Foreign Representative’s fees.
Notably, the Israeli Court held that the Proposal Trustee and the UCI Holdco
Shareholders could not dispute the fees incurred by the Foreign Representative in
connection with his investigation of them and the lawsuit filed against the UCI Holdco
Shareholders and Alan Saskin, given the conflict of interest that arises in doing so.
Rather, the Israeli Court held that deference should be given to the UCI creditors and the
Israeli Official Receiver’s approval of the Foreign Representative’s fees and noted that
the Israeli Court and the Israeli Official Receiver had itself previously approved these

fees.

The Israeli Court awarded costs against the Proposal Trustee and the UCI Holdeo
Shareholders in connection with their objections in favour of the Foreign Representative,

the Indenture Trustee, and the Israeli Official Receiver.

The Foreign Representative is secking an Order of the Ontario Court recognizing the Plan

Approval Order, which is effective as of its issuance without regard for any subsequent

30086729_5|NATDQCS
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appeal, unless an order staying the execution of the Plan Approval Order is specifically

- obtained. No appeals have been filed to date.

D. PAYMENT OF PROFESSIONAL FEES

24,

25.

26.

217.

The Monitor has established the Fee Reserve in the Cumberland I estate from proceeds of

realizations in the CCAA Proceedings.

UCI is the only non-contingent creditor of Cumberland I, and had previously consented

to an increased distribution to remaining accepted creditors in order to obtain this status.

UCT also holds a 99.99% ownership interest in Cumberland I and a 100% interest in
Urbancorp Cumberland I GP Inc., which holds the remaining 0.001% ownership interest
in Cumberland I, As such, UCI is the sole beneficiary of the Cumberland I estate (aside

from the disputed claims which have been fully reserved for).

In the interest of administrative efficiency, the Foreign Representative is seeking an
Order of the Ontario Court authorizing and directing the Monitor to pay the Foreign
Representative’s ongoing Canadian professional fees from the Fee Reserve in
Cumberland 1. Doing so would avoid additional administrative costs and duplicative
transfers of funds from Canada to Israel that would be remitted back to Canada to pay the
Canadian professional fees. The Israeli Court has already approved the engagement of the

Canadian professional advisors.

E. RECOMMENDATIONS

28.

The Foreign Representative respectfully requests that this Honourable Court grant an

Order:
a. recognizing the Plan Approval Order; and

b. authorizing and directing the Monitor to pay the Foreign Representative’s

Canadian professional fees from the Fee Reserve.

30086729_5|NATDOCS
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All of which is respectfully submitted this 24 day of October, 2017

30086729_5|NATDOCS

Guy Gissin, in his capacity as Court-Appointed
Functionary and Foreign Representative of
Urbancorp Ine., and not in his personal or
corporate capacity
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Court File No.: CV-16-11392-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE MR ) WEDNESDAY, THE 18 DAY

)
JUSTICE NEWBOULD ) OF MAY, 2016

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

AND IN THE MATTER OF URBANCORP INC,

aURBANCORP INC., UNDER SECTION 46 OF THE COMPANIES ! CREDI TORS
ARRANGEMENT ACT, R.8.C, 1985, ¢, C-36, AS AMENDED

"" )

R INITIAL RECOGNITION ORDER
e (FOREIGN MAIN PROCEEDING)

THIS APPLICATION, made by Guy Gissin, the Functionary Officer and foreign
representative of Urbancorp Inc, appointed by the District Court of Tel Aviv-Yafo, Israel (the
“Israeli Court”) by Order dated April 25, 2016 (the “Israeli Court Order”), in his capacity as
foreign representative (the “Foreign Representative”) of Urbancorp Inc. pursuant to Part IV of
the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢, C-36, as amended (the “CCAA™),
for an Order substantially in the form enclosed in the Application Record, was heard this day at

330 University Avenue, Toronto, Ontario.

ON READING the Notice of Application, the affidavit of Guy Gissin sworn May 16,
2016 (the “Gissin Affidavit”), the report dated May 13, 2016 (the “Repor.t'”) of K8V Kofman
Inc. (the “Proposed Information Officer”), in its capacity as proposal trustee of Urbancorp
Toronto Management Iric. ef al. (Filed in Court File No. CV-16-11389-00CL), each filed, and
upon being provided with copies of the documents required by section 46 of the CCAA,
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AND UPON BEING ADVISED by counsel for the Foreign Representative that in
addition to this Initial Recognition Order, a Supplemental Order (Foreign Main Proceeding) is

being sought,

AND UPON HEARING the submissions of counsel for the Foreign Representative,
counsel for KSV in its capacity as the proposed Information Officer, counsel for Urbancorp Inc.,
counsel for a number of direct or indirect subsidiaries of Urbancorp Inc. who are concurrently

commencing proceedings under the CCAA, counsel for Alan Saskin, and those other parties
present, no one else appearing, and upon reading the affidavit of service of Rebeca Burrows,

sworn May 17, 2016, and on reading the consent of KSV to act as the information officer:

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application, the
Application Record, the Gissin Affidavit and the Report is hereby abridged and validated so that
this Application is properly returnable today and hereby dispenses with further service thereof.

FOREIGN REPRESENTATIVE

2. THIS COURT ORDERS AND DECLARES that the Foreign Representative is the

“foreign representative” as defined in section 45 of the CCAA of Urbancorp Inc. in respect of the -

proceedings commenced in the Israeli Court (the “Foreign Proceeding”).
CENTRE OF MAIN INTEREST AND RECOGNITION OF FOREIGN PROCEEDING

3. THIS COURT DECLARES that the centre of main interests for Urbancorp Inc. is the
State of Israel, and that the Foreign Proceeding is hereby recognized as a “foreign main

proceeding” as defined in section 45 of the CCAA.

STAY OF PROCEEDINGS
4, THIS COURT ORDERS that, until otherwise ordered by this Court:

(a)  all proceedings taken or that might be taken against Urbancorp Inc. under the
Bankrupicy and Insolvency Act or the Winding-up and Restructuring Act are

stayed;
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(b)  further proceedings in any action, suit or proceeding against Urbancorp Inc. are

restrained; and

(c)  the commencement of any action, suit or proceeding against Urbancorp Inc. is

prohibited.
NO SALE OF PROPERTY

5. THIS COURT ORDERS that, except with leave of this Court, Urbancorp Inc. is

prohibited from selling or otherwise disposing of:

(a)  outside the ordinary course of its business, any of its property in Canada that

relates to the business; and
(b)  any of its other property in Canada.

GENERAL

6. THIS COURT ORDERS that within five (5) business days from the date of this Order, or
as soon as practicable thereafter, the Foreign Representative shall, with the assistance of the
Proposed Information Officer, cause to be published a notice substantially in the form attached

to this Order as Schedule A, once a week for two consecutive weeks, in the Globe and Mail

(National Edition),

7. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, to give effect to this Order and
to assist Urbancorp Inc. and the Foreign Representative and their respective counsel and agents

in carrying out the terms of this Order.

L. THIS COURT ORDERS AND DECLARES that this Order shall be effective as of
4301 a.n. Eastern Standard Time on the date of this Order.

9. THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order or seek other relief on not less than seven (7) days’ notice to Urbancorp Inc.

and the Foreign Representative and their respective counsel, and to any other party or parties
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likely to be affected by the order sought, or upon such other notice, if any, as this Court may

order.

—

NEX

[~

ENTERED AT / INSCRIT A TORONTO
ON/BOOKNO: ™
LE / DANS LE REGISTRE NO:

MAY 18 2016

PER/ PAR; Qw
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SCHEDULE A - NOTICE OF RECOGNITION ORDERS
Court File No.: CV-16-11392-00-CL

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 URBANCORP INC.

APPLICATION OF GUY GISSIN, THE FOREIGN REPRESENTATIVE OF
URBANCORP INC., UNDER SECTION 46 OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

PLEASE BE ADVISED that this Notice is being published pursuant to an order of the Ontario
Superior Court of Justice (Commercial List) (the “Canadian Court”), granted on May 18, 2016.

PLEASE TAKE NOTICE that, by Order made April 25, 2016 (the “Isracli Court Order”), the
District Court for Tel Aviv-Yafo, in the State of Israel (the “Israeli Court™) appointed Adv. Guy
Gissin (the “Foreign Representative”) as functionary officer and foreign representative of
Urbancorp Inc. (*UCIF”) in Israeli Court Liquidation File 44348-04-16 (the “Isracli

Proceeding™).

PLEASE TAKE FURTHER NOTICE that an Initial Recognition Order (Foreign Main
Proceeding) and a Supplemental Order (Foreign Main Proceeding) dated May 18, 2016
(together, the “Recognition Orders” and the proceedings commenced thereby, the “Recognition
Proceedings”) have becn granted by the Canadian Court under Section 47 of the Companies’
Creditors Arrangement Act, R.8.C. 1985, ¢, C-36, as amended, that, among other things: (i)
recognize the Israeli Proceeding as a foreign main proceeding; (ii) recognize Adv. Guy Gissin as
the Foreign Representative of UCI, (iii) recognize the Israeli Coust Order granted by the Israeli
Court in the Israeli Proceeding: (iv) stay all proceedings against UCI and their directors and
officers; and (v) appoint KSV Kofman Inc. as the Information Officer with respect to the

Recognition Proceedings.
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PLEASE TAKE FURTHER NOTICE that persons who wish to receive a copy of the
Recognition Orders or obtain any further information in respect of the Recognition Proceedings
or the matters set forth in this Notice, should contact the Information Officer at the address
below:

KSV KOFMAN INC.

in its capacity as Information Officer of
Urbancorp Inc., and not in its personal capacity
150 King Street West, Suite 2308

Toronto, Ontario MSH 1J9

Attention: Noah Goldstein

Tel: 416.932.6207

Fax: 416.932.6266

E~-mail: ngoldstein@ksvadvisory.ca

PLEASE FINALLY NOTE that the Recognition Orders, and any other orders that may be
granted by the Canadian Court, can be viewed at: : hitp://www.ksvadvisory.com/insolvency-

cases-2/urbancorp/

ADV, GUY GISSIN (the Foreign Representative)
c/o Gissin & Co., Advocates

38 Habarzel Street

Tel Aviv, Israel 69710

Attention: Yael Hershkovitz

Tel: +972-3-7467777

Fax: +972-3-7467700

E-mail: yael@gissinlaw.co.il

GOODMANS LLP (counse! to the Foreign Representative)
Bay Adelaide Centre

333 Bay Street, Suite 3400

Toronto, ON MSH 257

Attention: Joseph Latham

Tel: 416.597.4211

Fax: 416.979.1234

E-mail: jlatham@goodmans.ca

DATED AT TORONTO, ONTARIO, this 18th day of May, 2016.

KSV KOFMAN INC.
in its capacity as Information Officer of
Urbancorp Inc. and not in its personal capacity

20
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TAB B



Coutt File No.: CV-16-11392-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE MR. ) WEDNESDAY, THE 18THDAY
)
JUSTICE NEWBOULD )y OF MAY, 2016
Iﬁ@]‘HE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
r”i R.S.C. 1985, ¢, C-36, AS AMENDED
li:‘?
Y
5T AND IN THE MATTER OF URBANCORPF INC,

APPLICATION OF GUY GISSIN, THE FOREIGN REPRESENTATIVE OF
URBANCORY INC., UNDER SECTION 46 OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS AMENDED

SUPPLEMENTAL ORDER
(FOREIGN MAIN PROCEEDING)

THIS APPLICATION, made by Guy Gissin, the Functionary Officer and foreign
representative of Urbancorp Inc. appointed by the District Court of Tel Aviv-Yafo, Israel
(the “Israeli Court”) by Order dated April 25, 2016 (the “Israeli Court Order™), in his capacity
as foreign representative (the “Foreign Representative™) of Urbancorp Ine. pursuant to Part IV
of the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the “CCAA™),

for an Order substantially in the form enclosed in the Application Record, was heard this day at

330 University Avenue, Toronto, Ontario,

ON READING the Notice of Application, the affidavit of Guy Gissin sworn May 16,
2016 (the “Gissin Affidavit™), the report dated May 13, 2016 (the “Report”) of KSV Kofinan
Inc. (“KSV™) (filed in Court File No. CV-16-11389-00CL), the affidavit of Tamryn Jacobson
sworn May 18, 2016, each filed, and on being advised that the secured creditors who are likely to

be affected by the charges created herein were given notice, and on hearing the submissions of
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counsel for the Foreign Representative, counsel for KSV in its capacity as the proposed
Information Officer, counsel for Urbancorp Inc., counsel for a number of direct or indirect
subsidiaries of Urbancorp Inc. who are concurrently commencing proceedings under the CCAA,
counsel for Alan Saskin, and those other parties present, no one else appearing, and upon reading
the affidavit of service of Rebecca Burrows, sworn May 17, 2016, and on reading the consent of

KSV to act as the information officer:

SERVICE

I, THIS COURT ORDERS that the time for service of the Notice of Application, the
Application Record, the Gissin Affidavit and the Report is hereby abridged and validated so that
this Application is propetly returnable today and hereby dispenses with further service thereof.

INITIAL RECOGNITION ORDER

2. THIS COURT ORDERS that any capitalized terms not otherwise defined herein shall
have the meanings given to such terms in the Initial Recognition Order (Foreign Main

Proceeding) dated May 18, 2016 (the “Recognition Order™) in these proceedings.

3. THIS COURT ORDERS that the provisions of this Supplemental Order shall be
interpreted in a manner complementary and supplementary to the provisions of the Recognition
Order, provided that in the event of a conflict between the provisions of this Supplemental Order

and the provisions of the Recognition Order, the provisions of the Recognition Order shall

govert.
RECOGNITION OF FOREIGN ORDERS

4, THIS COURT ORDERS that the Israeli Court Order, a copy of which is attached as
Schedule “A” to this Order, made by the Israeli Court in the Foreign Proceeding is hereby
recognized and given full force and effect in all provinces and territories of Canada pursuant to
section 49 of the CCAA, provided, however, that in the event of any conflict between the terms
of the Israeli Court Order and the Orders of this Court made in the within proceedings, the
Orders of this Court shall govern with respect to Property (as defined below) in Canada. For
greater certainty, further to the provisions of the Istaeli Court Order, Urbancorp Inc. shall not be
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entitled to take steps to deal with its Property in Canada (including, without limitation, its
shareholdings in any subsidiary or affiliate) or enter into any transactions without the consent of
the Foreign Representative and Order of this Court on notice to the Foreign Representative and
the Information Officer (as defined below).

APPROVAL OF PROTOCOL FOR CO-OPERATION AMONG COURT OFFICERS

5. THIS COURT ORDERS that the Protocol for Co-operation Among Canadian Court
Officer and Israeli Functionary Officer dated as of May 13, 2016 (the “Co-operation Protocol”)

be and the same is hereby approved.
APPOINTMENT OF INFORMATION OFFICER

8. THIS COURT ORDERS that KSV (the “Information Officer”) is hereby appointed as

an officer of this Court, with the powers and duties set out herein,
NO PROCEEDINGS AGAINST URBANCORP INC, OR THE PROPERTY

7. THIS COURT ORDERS that until such date as this Court may order (the “Stay Period™)
no proceeding or enforcement process in any court or tribunal in Canada (each, a “Proceeding™)
shall be commenced or continued against or in respect of the Foreign Representative, Urbancorp
Inc. or affecting its business (the “Business™) or its current and future assets, undertakings and
properties of every nature and kind whatsoever, and wherever situate including all proceeds
thereof (the “Property”), except with leave of this Court, and any and all Proceedings currently
under way against or in respect of any of Urbancorp Inc. or affecting the Business or the

Property are hereby stayed and suspended pending further Order of this Court.

NO EXERCISE OF RIGHTS OR REMEDIES

8. THIS COURT ORDERS that duriné the Stay Period, all rights and remedies of any
individual, firm, corporation, governmental body or agency, or any other entities (all of the
foregoing, collectively being *Persons” and each being a “Person”) against or in respect of the
Foreign Representative, Urbancorp Inc., or affecting the Business or the Property, are hereby
stayed and suspended except with leave of this Court, provided that nothing in this Order shall

(i) prevent the assertion of or the exercise of rights and remedies outside of Canada, (if) empower
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Urbancorp Inc, to carry on any business in Canada which it is not lawfuily entitled to carry on,
(iii) affect such investigations or Proceedings by a regulatory body as are permitted by section
11.1 of the CCAA, (iv) prevent the filing of any registration to preserve or perfect a security

interest, or (v) prevent the registration of a claim for lien.

NO INTERFERENCE WITH RIGHTS

0, THIS COURT ORDERS that during the Stay Period, nio Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, licence or permit in favour of or held by Urbancorp Inc, and affecting the

Business in Canada, except with leave of this Court.
ADDITIONAL PROTECTIONS

10.  THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements with Urbancorp Inc. or statutory or regulatory mandates for the supply of goods
and/or services in Canada, including without limitation all computer software, communication
and other data services, centralized banking services, payroll services, insurance, transportation
services, utility or other services provided in respect of the Property or Business of Urbancorp
Inc., are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by
Urbancorp Inc., and that Urbancorp Inc. shall be entitled to the continued use in Canada of their

current premises, telephone numbers, facsimile numbers, internet addresses and domain names,

11,  THIS COURT ORDERS that no Proceeding shall be commenced or continued against or
in respect of the Information Officer, except with leave of this Court. In addition to the rights
and protections afforded the Information Officer herein, or as an officer of this Court, the
Information Officer shall have the benefit of all of the rights and protections afforded to a
Monitor under the CCAA, and shall incur no liability or obligation as a result of its appointment
or the carrying out of the provisions of this Order, save and except for any gross negligence or

wilful misconduct on its part.
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OTHER PROVISIONS RELATING TO INFORMATION OFFICER

12. THIS COURT ORDERS that the Information Officer;

@

(b)

©

(d)

(e)

is hereby authorized to provide such assistance to the Foreign Representative in
the performance of ifs duties as the Foreign Representative may reasonably

request;

shall report fo this Court at least once every three months with respect to the
status of these proceedings and the status of the Foreign Proceedings, which
reports may include information relating to the Property, the Business, or such

other matters as may be relevant to the proceedings herein,

in addition to the periodic reports referred to in paragraph 12(b) above, the
Information Officer may report to this Court at such other times and intervals as
the Information Officer may deem appropriate with respect to any of the matters

referred to in paragraph 12(b) above;

shall have full and complete access to the Property, including the premises, books,
records, data, including data in electronic form, and other financial documents of
Urbancorp Inc., to the extent that is necessary to perform its duties arising under

this Order; and

shall be at liberty to engage independent legal counsel or such other persons as the
Information Officer deems necessary or advisable respecting the exercise of its

powers and performance of its obligations under this Order.

13, THIS COURT ORDERS that Urbancorp Inc. and the Foreign Representative shall
(i) advise the Information Officer of all material steps taken by Urbancorp Inc. or by the Foreign

Representative in these proceedings or in the Foreign Proceedings, (i) co-operate fully with the

Information Officer in the exercise of its powers and discharge of its obligations, and

(iif) provide the Information Officer with the assistance that is necessary to enable the

Information Officer to adequately carry out its functions.
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14,  THIS COURT ORDERS that the Information Officer shall not take possession of the
Property and shall take no part whatsoever in the management or supervision of the management
of the Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

maintained possession or control of the Business or Property, or any part thereof.

15, THIS COURT ORDERS that the Information Officer (i) shall post on its website all
Orders of this Court made in these proceedings, all reports of the Information Officer filed
herein, and such other materials as this Court may order from time to time, and (ii) may post on

its website any other materials that the Information Officer deems appropriate.

16. THIS COURT ORDERS that the Information Officer may provide any creditor of
Urbancorp Inc. with information provided by Urbancorp Inc. or the Foreign Representative, as
the case may be, in response to reasonable requests for information made in writing by such
creditor addressed to the Information Officer. The Information Officer shall not have any
responsibility or liability with respect to the information disseminated by it pursuant to this
paragraph, In the case of information that the Information Officer bas been advised by
Urbancorp Inc. or the Foreign Representative is privileged or confidential, the Information
Officer shall not provide such information to creditors unless otherwise directed by this Court or

on such terms as the Information Officer, the Foreign Representative and the Urbancorp Inc. may

agree,

17. THIS COURT ORDERS that the Information Officer and counsel to the Information
Officer shall be paid by Urbancorp Inc. their reasonable fees and disbursements incurred in
respect of these proceedings, both before and after the making of this Order, in each case at their
standard rates and charges unless otherwise ordered by the Court on the passing of accounts.
Utbancorp Inc. is hereby authorized and directed, with the consent of the Foreign Representative,
not to be unreasonably withheld, and subject to paragraph 18 hereof, to pay the accounts of the

Information Officer and counsel for the Information Officer on a monthly basts.

18.  THIS COURT ORDERS that the Information Officer and its legal counsel shall pass
their accounts from time to time, and for this purpose the accounts of the Information Officer and

its legal counsel are hereby referred to a judge of the Commercial List of the Ontario Superior
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Court of Justice, and the accounts of the Information Officer and its counsel shall not be subject

to approval in the Foreign Proceeding,

19. THIS COURT ORDERS that the Foreign Representative (solely with respect to the
reasonable expense he may incur in connection with these proceedings), the legal and financial
advisors to the Foreign Representative, the Information Officer and counsel to the Information
Officer, if any, shall be entitled to the benefit of and are hereby granted a charge (the
“Administration Charge”) on the Property in Canada, which charge shall not exceed an
aggregate amount of $400,000, as security for their professional fees and disbursements incurred
in respect of these proceedings, both before and after the making of this Order. The
Administration Charge shall have the priority set out in paragraphs 24 and 26 hereof.

INTERIM FINANCING

20. THIS COURT ORDERS that Urbancorp Inc. is hereby authorized and empowered to
obtain and borrow up to $1,900,000 under an interim lending facility from Urbancorp Partner
(King South) In¢. or any of the Applicants in the CCAA proceeding in Court File No. CV -16-
11389-00CL (each, an “Interim Lender”) in order to finance the reasonable expenses of the

Foreign Representative, the reasonable fees and disbursements of the legal and financial advisors

28

to the Foreign Representative, and the rcas?-@h: fees and dlsbursements of the Informatlon T i\S

Ehe o Yes g Onos
Officer and its counsel in these proceedings, all as set out in the Term Sheet (as defined below),
A

provided that the borrowings under such interim lending facility shall not exceed $1,000,000
unless permitted by further Order of this Court,

21.  THIS COURT ORDERS THAT such interim lending facility shall be on the terms and
subject to the conditions set forth in the intercompany interim financing revolving credit facility

term sheet between Urbancorp Inc. and the Interim Lender dated as of May 18, 2016 (the “Term
Sheet”), filed.

22, THIS COURT ORDERS that the Foreign Representative, for and on behalf of Urbancorp
Inc., is hereby authorized and empowered to execute and deliver the Term Sheet, and Urbancorp
Inc. is hereby authorized and directed to pay and perform all of its indebtedness, interest, fees,

liabilities and obligations to the Interim Lender under and pursuant to the Term Sheet as and
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when the same become due and are to be performéd, notwithstanding any other provision of this

Order.

23.  THIS COURT ORDERS that the Interim Lender shall be entitled to the benefit of and is
hereby granted a charge (the “Interim Lender’s Charge™) on the Property in Canada, which
Interim Lender’s Charge (i) shall not secure an obligation that exists before this Order is made,
and (ii) with respect to the Property in Canada, shall have the priority set out in paragraphs 24
and 26 hereof, and further provided that the Interim Lender’s Charge shall not be enforced
except with leave of this Court.

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

24.  THIS COURT ORDERS that the priorities of the Administration Charge and the Interim

Lender’s Charpe, as among them, shall be as follows:

First — Administration Charge (to the maximum amount of $400,000); and
Second — Interim Lender’s Charge.

25.  THIS COURT ORDERS that the filing, registration or perfection of the Administration
Charge or the Interim Lender’s Charge (collectively, the “Charges™) shall not be required, and
that the Charges shall be valid and enforceable for all purposes, including as against any right,
title or interest filed, registered, recorded or perfected subsequent to the Charges coming into

existence, notwithstanding any such failure to file, register, record or perfect the Charges.

26. THIS COURT ORDERS that each of the Administration Charge and the Interim
Lender’s Charge (all as constituted and defined herein) shall constitute a charge on the Property
in Canada and such Charges shall rank in priority to all other security interests, trusts, liens,
charges and encumbrances, claims of secured creditors, statutory or otherwise

(collectively, “Encumbrances™) in favour of any Person.

27.  THIS COURT ORDERS that, except as may be approved by this Court, Urbancorp Inc.
shall not grant any Encumbrances over any Property in Canada without the approval of the

Foreign Representative, and no such Encumbrances shall rank in priority to, or pari passu with,
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the Administration Charge or the Interim Lender’s Charge without the prior written consent of

the Information Officer and the Interim Lender.

28. THIS COURT ORDERS that the Administration Charge and the Interim Lender’s
Charge shall not be rendered invalid or unenforceable and the rights and remedies of the
chargees entitled to the benefit of the Charges (collectively, the “Chargees™) shall not otherwise
be limited or impaired in any way by (i) the pendency of these proceedings and any declarations
of insolvency made herein; (ii) any application(s) for bankruptcy order(s) issued pursuant to
BIA, or any bankruptcy order made purswant to such applications; (iii) the filing of any
assignments for the general benefit of creditors made pursuant to the BIA; (iv) the provisions of
any federal or provincial statutes; or (v) any negative covenants, prohibitions or other similar
provisions with respect to borrowings, incurring debt or the creation of Encumbrances, contained
in any existing loan documents, lease, sublease, offer to lease or other agreement (collectively,
an “Agreement”) which binds Urbancorp Inc., and notwithstanding any provision to the contrary

in any Agreement:

(a)  the creation of the Charges shall not create or be deemed to constitute a breach by
Urbancorp Inc. of any Agreement to which it is a party;

(b)  none of the Chargees shall have any liability to any Person whatsoever as a result

of any breach of any Agreement caused by or resulting from the creation of the

Charges; and

(c) the payments made by Urbancorp Inc. to the Chargces pursuant to this Order, and
the granting of the Charges, do not and will not constitute preferences, fraudulent
conveyances, transfers at undervalue, oppressive conduct, or other challengeable

or voidable transactions under any applicable law.

29. THIS COURT ORDERS that any Charge created by this Order over leases of real
property in Canada shall only be a Charge of Urbancorp Inc.’s interest in such real property

ieases.
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SERVICE AND NOTICE

30. THIS COURT ORDERS that that the E-Service Protocol of the Commercial List
(the “Service Protocol”) is approved and adopted by reference herein and, in this proceeding,
the service of documents made in accordance with the Service Protocol (which can be found on
the Commercial List website at  hitp://www.ontariocourts.ca/scj/practice/practice-
directions/toronto/e-service-protocol/) shall be valid and effective service. Subject to Rule 17.05
this Order shall constitute an order for substituted service pursuant to Rule 16.04 of the Rules of
Civil Procedure. Subject to Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the
Service Protocol, service of documents in accordance with the Service Protocol will be effective
on transmission. This Court further orders that a Case Website shall be established in
accordance  with  the  Service Protocol  with  the  following URL %

http://www.ksvadvisory.com/insolvency-cases-2/urbancorp/’,

31.  THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Service Protocol is not practicable, the Foreign Representative and the Information
Officer are at liberty to serve or distribute this Order, any other materials and orders in these
proceedings, any notices or other correspondence, by forwarding true copies thereof by prepaid
ordinary mail, courier, personal delivery or facsimile transmission to Urbancorp Inc.’s creditors
or other interested partics at their respective addresses as last shown on the records of the
Urbancorp Inc. and that any such service or distribution by courier, personal delivery or
facsimile transmission shall be deemed to be received on the next business day following the

date of forwarding thereof, or if sent by ordinary mail, on the third business day after mailing.

GENERAL

32,  THIS COURT ORDERS that the Information Officer may from time to time apply to this

Court for advice and directions in the discharge of its powers and duties hereunder.

33,  THIS COURT ORDERS that nothing in this Order shall prevent the Information Officer
from acting as an interim receiver, a receiver, a receiver and manager, a monitor, a proposal

trustee, or a trustee in bankruptcy of Urbancorp Inc., the Business or the Property.
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34, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,

regulatory or administrative body having jurisdiction in Canada or in the State of Israel, to give
effect to this Order and to assist Urbancorp Inc., the Foreign Representative, the Information
Officer, and their respective agents in carrying out the terms of this Order. All courts, tribunals,
regulatory and administrative bodies are hereby respectfully requested to make such orders and
to provide such assistance to Urbancorp Inc., the Foreign Representative, and the Information
Officer, the latter as an officer of this Court, as may be necessary or desirable to give effect to
this Order, or to assist Urbancorp Inc., the Foreign Representative, and the Information Officer

and their respective agents in carrying out the terms of this Order.

35, THIS COURT ORDERS that each of the Foreign Representative and the Information
Officer be at liberty and is hereby authorized and empowered to apply to any court, fribunal,

regulatory or administrative body, wherever located, for the recognition of this Order and for

assistance in carrying out the terms of this Order.

36. THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order or seek other relief on not less than seven (7) days’ notice to the Foreign
Representative, the Information Officer and their respective counsel, and to any other party or

parties likely to be affected by the order sought, or upon such other notice, if any, as this Court

may order.

37.  THIS COURT ORDERS that notwithstanding the immediately preceding paragraph, the
Interim Lender shall be entitled to tely on the priority granted to the Interim Lender and the

Interim Lender’s Charge up to and including the date on which this Order may be varied or

modified.

18 THIS COURT ORDERS that this Order shall be effective as of /A 0} S*Eastern Standard

Time on the date of this Order.
M ’
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d-ohthe matier of:

And on the matfer of:

And on the mafter of:

General

rrangeiment), 5762-2002
Article 350 of the Companies Act, 5759-1999

Reznik Paz Nevo Trusts Ltd,
Trustee of holders of bonds (class A) of the company
By its representatives: Yoel Freilich, Adv., Yael Herschkowitz,
Adv., Inbar Hakmian-Nahari, Adv., and Evgeniya Gluchman,
Adv.

The Applicant

Urbaneorp Inc,
By its representative: Gad Ticho, Adv.
The Company

the Official Receiver
By its representative: Roni Hirschenzon, Adv,

Decision

1. Before me is an urgent request for the provision of temporary reliefs and for the
appointment of a functionary in Urbancorp Inc. (hereinafter: “the Company”), pursuant
to Regulation 14(a) of the Companies Regulations ((Request for Compromise or
Arrangement), 5762-2002 (hereinafter: “the Arrangement Regulations”) and Article
350 of the Companies Act, 5759-1999 (hereinafter: “the Companics Act™),

Summary of the Facls

P

2. The Company incorporated in Canada and it is registered in the county of Ontario. Its
main occupation is leasing and initiating real-estate for tesidential ?l’d commercial
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The District Court in Tel-Aviv — Yafo

"q;_;_l:""il_e 44348-04-16 Reznik Paz Nevo Trusts Ltd. V;.--Ifi%balicdrb Inc.

.p Ig,q;ibrabie Justice Eitan Orenstein, Vice President

pti,rpgs'e:'s' at the location of its incorporation. The Company operates geothermal systems
in -s‘ev'é;a}- of its projects, which are used for providing heating and cooling for the
propsrﬁ‘cs, ‘while wsing green energy. It is in the control of Mr. Alan Saskin, a citizen of
Canada and a resident thercof (hereinafter: “the Controlling Party™).

In December 2015 the Company raised bonds from the Israeli public, amounting to
approximately 180 million ILS, with an interest of 8.15%. The bonds were mised
pursuant to a prospectus dated 30/11/2015 and later completions thereof, and were
registered for trade at the Tel-Aviv Stock Exchange. It shall be stated that Midroog Ltd,
has granted the bonds a rafing of A3, a medium-high rank. The underwriter of the
issuance was Apex Issuances Ltd., the prospectus was drafted by Shimenoy & Co. Law
Firm, and the Deloitte firm Brightman, Almagor, Zohar & Co., Accountants, The trustee
" for the bond hoiders is Reznik Paz Nevo Trusts Lid., which has submitted the application.
“(hereinafter: “the Trustee”).

: Thchgnsideraﬁon of the issuance was intended to serve for shareholders’ loan for the

o Cbﬁip‘a:ny’s; subsidiaries which are also incorporated in Canada (hereinafier: “the

. E,Supsidiaries“) and for providing equity for paying off loans in their various projects, as
“specified in the bill of trust, as well as for the payment of taxes.

The application states that during the months following the issuance, there has been a
severe deterioration in the Company’s financial state and in its capability to sustain itself,
which is the result of a number of events, when according to the Applicant it is
impossible to rule out that the share of those had already been known prior to the
issuance, but they were not reported. The outcome was that all Company directors, apart
from the Controlling Party, have resigned; the Company’s trade in securities hes ceased;
the ranking has ceased, and more. In light of the foregoing, there has been very intensive

" contact with the Controlling Party, who was supposed to sign a Stand-Still document, and
has asked to delay the taking of actions against the Company. Nevertheless, the Trustee
was surprised to find out that the Subsidiaries, which excess cash flows were supposed to

 serve the debt for the holders of bonds, have recently begun an insolvency proceeding in
.Canada, and a trustee on behalf of the court there has been appointed to them.

he R '_uest
3, :The Trustee points in his request, fo a series of severe failures in the Company’s conduct,
which also constitute a breach of the bill of trust, and give rise to a ca . providing
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The District Court in Tel-Aviy — Yafo
quidation File 44348-04-16 Reznik Paz Nevo Trusts Ltd. Vs: Urbancorp Inc.
foi'e the Honorable Justice Eitan Orenstein, Vice President

: the debt for immediate repayment and taking proceedings against the Company. For this
" matter, it has been claimed thet it is necessary to immediately intervene in the Company’s
~“businesses by appeinting a fimctionary, who shaell be granted the authorities of the

Company’s ditectorate; who shall exercise the Company’s power of control in ifs

Subsidiaries; who shall examine the insolvency proceedings taken by the Subsidiaries;
who shall negotinte with the trustee appointed to them; who shall act to obtain all
. required information pertaining to raising the capital; who shall formulate & recovery plan

~ for the Company, inasmuch as it shall be possible; and who shall enter the Company’s
premises and its offices and shell seize its assets, including accounts and financial
‘ dgpcsits.

. The request was submitted on 24/04/2016, during the Passover recess, and I have
" instructed holding an urgent discussion today in the presence of the Company, its former
. functionaries who provide services to if, the Istaeli Securities Authority, the Official

Receiver and more. In my decision from yesterday, an order for the prohibition of

- disposition was also granted, according to which the Company and anyone on its behalf

" is prevented from making any transaction, of amy sort and type whatsoever, with its

property.

‘he Court Discussion

5. The following were present at the discussion: the Trustee and its representatives; the
representative of the recently resigned Company directors; the Company’s former legal
consultants; the representative of the Tel-Aviv Stock Exchange and members of its legal
department; the representative of the Official Receiver, as well as Gad Ticho, Adv., on

. behalf of the Company, who has notified that he had taken on representing the Company

the previous evening.

.‘_':I'h'é;Trustee’s representative, Yoel Freilich, Adv., has repeated the request during the
‘discussion, and has emphasized the need for granting the urgent reliefs, He clarified that

the Trustee has engaged with a law firm in Canada, which shall assist the functionary,
should he be appointed, in fulfilling his position; that there is no conflict of interests for
the intended functionary, and more, ﬂ

According to the Company’s representative, its client does not object to leaving the order }‘
of prohibition of disposition effective, however she does not see the neex| for appointing & 7
fumctionary and for granting the requested guthorities, and she obje
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The Districet Court in Tel-Aviv— Yafo

iquidation File 44348-04-16 Reznik Paz Nevo Trusts Ltd. Vs. Urbancorp Inc,

Before the Honarable Justice Ejtan Orenstein, Vice President

the suggested functionary due to conflict of intercsts. In addition, the Company’s
representative has claimed that there is no need for the drastic requested reliefs, that the
~ Company should be given leave to submit a proper response, that in any case a meeting
,pf the holdets of bonds is scheduled for May 1, 2016~ in which the meeting shall decide
with regards fo continuing the proceeding — and that no irreversible damege shall occur
should the order not be granted,
The representative of the Official Receiver holds the opinion that the state of the
-Company justifies granting a relief against it, similar to other cases in which the court has
instructed appointing a functionary, even if it is for a limited period of time, until the
situation is clarified.

Discugsion and Ruling

6. We are dealing with a request which was submitted urgently during the Passover recess,
and which requires an urgent decision, therefore I shall suffice with a brief reasoning,

The Rule

The request, by nature, is a request for temporary relief, and prior to submitting the
primary proceeding. Therefore, it should be examined by the rules used for temporary
reliefs, namely, does the Applicant meet the test of prima facie reliable evidence in the
cause of the action as well as the balance of convenience test, and as set in the Civil

Procedure Regulations, 5744-1984 and in rulings, when between the two there is a i
“parallelogram of forces” (see Civil Leave of Appeal 2174/13 D.K. Shops for Rent jn
Herzlia HaTzeira Lid. Vs, Avraham Cohen & Co. Contracting Company Ltd, i

(published on the website of the Judicial Authority, 19/04/2016).

I shall emphasize, that under the circumstances of the request before me, when the
primary relief has not yet been requested, the court is required to take extra precautions
when ruling on a request for temporary relief, especially given the drastic temporary
reliefs requested therein,

The request is accompanying to a primary proceeding which the Trustee is intending to
submit pursuant to the provisions of Article 350 of the Companies Act, which deals with i
an arrangement between a company and its creditors, a proceeding which, according to |
the word of the law, can also be taken by a creditor of the company, in addition to the
company itself, or a participant or & liquidator. As is known, it {s possible to appesl for
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‘.tempora.ty reliefs even before begmmng the pnmary -proceeding, provided that the
-applicant has met the required conditions stated above.

Another basis for the request, as mentioned, is Regulation 14(z) of the Arrangement
. Regulations, which authorizes the court to appoint a functionary when discussing a
request for arrangement in accordance with Article 350 of the Companies Act, saying:

“To appoint a functionary, who shall have all authorities and duties :
which shall be determined by the court, including managing the i-ltl
_company or supervising its management, keeping ifs assets, as well as ile
examining claims of debt and claims for amending the regisiry of
shareholders in the method specified in Chapter C; the court shall
appoint a functionary once it was convinced that the candidate is ;
suitable for the position due to his skills or his experience in
formulating comprom:se arrangements or an arrangemeni],..]”

m the General to the Specific

7. Viewing the statements of claim and their appendixes paints a grim picture, to say the
least, of the state of the Company,

On the surface it appears that it is failing to meet the conditions of the bill of trust, in a
way which gives rise to a cause for providing the debt for immediate repayment. For this
matter, I shail list the breaches, each of which is sufficient to give rise to the stated cause,
let alone when put together: the trade in the Company’s bonds has been stopped; the
Company’s rating by Midroog Ltd, has alse been stopped; all of the Company’s Isragli
directors have resigned, as well as its legal consultants and its intermal anditor;

i
i
5

And severe failures in the Company’s activity have been found, as specified in the report
it submitted pertaining to its financial data, dated April 20, 2016, Amongst those: a loss
of 15 million Canadian Dollars compared with the current activity in the last quarter of
2015; a decrease in the value of the right of the Controlling Party assigned to the
Company to receive loans from corporations in his control, thus from an estimated value ;

of approximately eight million Doilars, the value is expected to drop to an insignificant i
amount; concern that the Company shall decrease the value of the geothermal assets at a
total, ranging between four and six million Canadian Dollars. Thefend of the report even
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states that it is possible that the Company’s state is far worse and that its losses shall be
high.

Another event teaching of failures in the Company which should be stated, is the decision
of the Canadian Home Organization Trion dated April 4, 2016, to not extend the
Company’s license, namely, theé Company is not entitled to continue its activity of
initiating and selling planned projects.

ThIS is joined by the fact stated above, that the Subsidiaries have recently begun & stay of
proceedings in Canada, as part of which a trustee was appointed to them. The Company
and the Controlling Party have not brought this important fact to the knowledge of the
Trustee, let alone given details pertaining to the proceeding taken, its significance, its
- implication on the Company and such,

The conclusion drawn from the stated above is that there is total uncertainty with regards
to the Company’s financial state, its equity, its capability of sustaining itself, and concern
for the fate of the investments made by the holders of bonds. Another conclusion is that
_ there i a substantial lack of information pertaining to the occurrences in the Company,
and the Trustee is forced to seek in the dark, all when there is concern for the fate of the
Company and its assets, including with regards to the occurrences in the Subsidiaries and
their assets, which have enjoyed the monies of capital raised by the holders of bonds.

In my opinion, the stated above is sufficient basis for appointing a functiorary to the
Company, who shall be authorized to receive all information pertaining to the Company,
_ ifs activity, its property and its rights, including the Subsidiaries and the proceedings
. conducted in Canada. Simultaneously, the functionary shall be able to track the
- Company’s property, to locate it, to seizg it and to prevent making irrevergible actions. I
. shall add that obtaining the information shall also enable making an educated decision
regardmg taking appropriate proceedings with regards to the Company, to minimize
damages and to redirect, as pauch as possible, the monies which would be could be paid

to the ho]ders of bonds.

Needless to say, the Company is in the twilight zone of insolvency, when there is concern
- for its fate and for the fate of the monies of investors, unless urgent actions are taken. As
 stated by the representative of the Official Receiver, the court discussing insolvency has &
- wide range of reliefs at its disposal, which also apply to a situation whe /the Company is
in the twilight zone of insolvency. In this regard I shall refer to 2 r
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Supreme Court, as said by the Honorable Justice E, Hayut in Civil Appeal 3791/15
~Synergy Cables vs. Hever, paragraph 8 (published on the website of the Judicial
" ‘Authority on 19/04/2016):

The District Court has not ruled pursupnt to which legal authority it ‘ i
appoints the respondent, but as righ’éftilly stated by the respondent,
reality shows that there arc cases [...] where the court appoinis s
funetionaries in proceedings in which the corporation ig in the “zone ]
of insolvency”, even prior to issuing an order for stay of proceedings
or for tle lignidation of the company (compare, for example:
Liguidation Tile (Tel-Aviv) 36681-04-13 Hermetic Trusts (1975) Ltd.
vs, IDB Development Lid. (30/04/2013), in which the District Court in
Tel-Aviv (Justice E, Orenstein) has decided to appoint a functionary
who was defined ag an “observer” for flie company, while relying for
this purpose of the wide authority pranted to him in accordance with

Regulation 14(a)(1) of the Companies Regulations [...]

(Emphasis not in the original - E.O.)

This rule also applies to the matter before us.

In my opinion, the circumstances of the case meet the tests required for granting a
temporary relief. For this matter, the Company has allegedly breached its undertakings
towards the holders of bonds in & way which grants the holders of bonds the right to
provide the debt for immediate repayment, and to-.claim the reliefs due as a result thercof.
I shall add that the balance of convenience also leans towards granting the temporary
relief, In this context, I shall state that according to the Company’s representative, these
days a substantial transaction is to be exécuted, of selling the Company’s property, which ;
should provide it with a substantial amount of money; it is not improbable that the !
consideration shall not be given to the holders of bonds, despite the order of prohibition
of disposition, in the absence of practical capability for enforcement, thus causing B
irreversible damage. Therefore, only a functionary who could also frack the stated (
transaction, could possibly prevent irreversible damage to the holders of bonds. i

7 2o R

o,

R

This conclusion is emphasized noticing the recent problematic conduct of the Controlling i
Party. As is evident in the request, he has failed to disclose to the Trustee during contacts 1
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conducted these days that the Subsidiaries intend o takmg tbe proeeedmg of msolvency
as they have done,

In fact, the Company has no management core, whereas all directors, apart from the
Controlling Party, have resigned, it bas no internal auditor, and even' the legal consultants
have terminated their engagement with it. In this state of affairs, the Company is given to
the good will of the Controlling Party, and in light of the problems I have pointed
pertaining to him, and in the absence of supervision on his conduct, it would be best to
appoint an authority who shall take the Company’s reigns and shall supervise the
occurrences in the Company at least until the picture is clarified.

I have not ignored the claim made by the Company’s representative regarding the
damage which could be caused to the Company due to appointing the functionary, but I
have not seen that it leads {o a different conclusion. I believe that the weight of the
reasons I have specified above, exceeds by far the concern raised by Advocate Ticho in
this regard. In any case, it is possible to find the required balance between guaranteeing
the Company’s conduct and the argued damage, by limiting the authorities which shall be

'_granted to the Trustee and the period of time in which he shall be appointed. I shall

' pmphasme that the concern raised by Advocate Ticho, which, according to him, may be a
result of appointing a temporary liquidator to the Company, can be abated by not
appointing a temporary liquidator, which has not even been requested.

I have also answered the argument made by Advocate Ticho regarding the conflict of
interest in which the offered functionary is allegedly in, due to him representing the
Trustee, 1 have not found this argument sufficient reason for not appointing Advocate
Gissin, and I shall clarify: Gissin & Co. Law Firm has accepted the representation of the
Trustee only recently, as Advocate Freilich has said in the discussion. The firm has not
represented the Trustee in the process of preparing the prospectus, its publication and the
issuance of the bonds, nor in the following period, but only following the Company’s :
getting into trouble, Therefore, it is impossible to say that he is involved in proceedings
preceding this request. In addition, should it be found out in the future, that there is a
conflict of interest, the argument shall be made before the court and shall bé examined by
itself, and the argument shall not prevent the appointment at the preliminary stage we are

in,

e—
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To complete the picture I shall state that there is no dispute regarding the authority of the

‘court in Israel to grant the requested relief, In this context, I shall refer to the various
‘documents attached by the Trustee to the request, including the prospectus and the bill of
trust, which state that the Company acknowledges the authority of the court in Israel to
grant the reliefs (see clause 34 of the bill). In addition, I shall state that Article 39a of the
Securities Law, 5728-1968, which applies to the prospectus, rules that the provisions of i
the Companies Act shall apply to eny foreign company which has issued securities. I
Needless to say, the authority of the court to discuss the request is also pursuant to the :
court ruling given in a case with similar circumstances, and I shall refer to Civil Appeal f

~ 2706/11 Sybil Germany Public Co, Limited vs. Hermetic Trusts (1975) Lid.

- (published on the website of the Judicial Authority on 04/09/2015).

9. In light of the foregoing I hereby instruct as follows:

I appoint Advocate Gissin as functionary in Urbancorp Inc. and grant him the authority to
exercise the Company’s authorities, for all following actions:

& To locate, to track and to seize all Company assets, of any sort and type
whatsoever, including its monies and rights in the Subsidiaries;

& To exercise the Company’s power of control in the Subsidiaries;

& To obtain all information, of any sort and type whatsoever, pertaining to the
Company’s activity, its property end jis rights; the same applies to the
Subsidiaries; )

% To negotiate with the Subsidiaries’ trustee, and for this purpose, to also approach
the Canadian court as an authorized representative of the Company;

& To track the Company’s activities prior to the prospectus and thereafter. Bl

For the purpose of exercising these authorities, the functionary is hereby authorized to o
appear in the Company’s name before any body, authority or person in Israel and abroad; Ei
to obtain any information whatsoever from any of the Company’s factors, from the - q
Controlling Parties, from the authorities and from any person who has provided or is
providing services for the Company; and to obtain from them all documents he believes

shall be required for fulfilling his position.

90of 10
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Before the Honorable Yustice Eitan Orenstein, Vice President
The functionary shall be authorized to formulate an initial outline of a ereditors’

arrengement,

The functionary shall approach the court if necessary, and shall request its permission to
exercise Company authorities not expressly specified in the decision.

For the avoidance of doubt: the functionary is not authorized to realize the Company’s
propetty.

A condition for the appointment is the functionary depositing a personal bond at a total of
250,000 ILS.

The functionary shall do all that he can for obtaining the required information in the
coming days, so that it can be presented, as much as possible, before the meeting of
holders of bonds set for next Sunday, May 1, 2016.

At this point I set the appointment until May 22, 2016 or as shall be otherwise decided.
A first report of the functionary’s actions shall be submitted by May 8, 2016,

The case has been set for discussion for May 22, 2016 at 11:30.
The secretariat shall notify of the decision by telephone and shall also send it by fax.

(Given today, 17 Nisan 5776 (25"‘ of April 2016), ex parte.

P

Wﬁ.&v--- &.
&

Eitan Orenstein, Justice

Vice President
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Serial 42/2017
Form No. 1

AUTHENTICATION OF SIGNATURE

I the undersigned,....... I Segal Sheila. Notary at

Nahariya., hereby certify that on 19% of
September 2017. there appeared before me at
my office Mrs., Nadine Amiel., who is known
to me personally (whose identity was proved to
me by Identity Booklet No 306058058. issued
by Ministry of Internal affairs ..at Nazeret', and
signed of her own free will the above document
(the attached document marked A’ B.) (the
document overleaf).

In witness whereof 1 hereby authenticate
the signature(s) of Mrs. Nadine Amicl, by my
own signature and seal this 18% of October
2017.

(Signature)

" * Where mdré thanefie person appeared, each should b
named separately, specifying the manner in which his or
her identity was proved. ‘

Note: Deletc whatever is inapplicable.
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Court File No, CV-16-11392-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
{COMMERCIAL LIST)

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

AND IN THE MATTER OF URBANCORP INC,

APPLICATION OF GUY GISSIN, THE FOREIGN REPRESENTATIVE OF
URBANCORP INC., UNDER SECTION 46 OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, RS.C. 1985, ¢. C-36, AS AMENDED
Affidavit of Nadine Amiel

(affirmed October _18™,2017)

I, Nadine Amiel, of the of Moshav Shavei Tzion in the State of Israel, SOLEMNLY AFFIRM AND

SAY:

1. Iam alicensed Israeli advocate, bearing license no. 16088

2. I hereby declare that I am well acquainted with the Hebrew and the English languages
and that the documents as listed below, are to the best of my knowledge and professional
ability a correct translation into English of the original Hebrew versions as submitted
and/or received to/from the Tel Aviv District Court ("Hebrew Versions"), Company
Liquidation File 44348-04-16. For clarification, in a few places some words have been
added in square brackets to the English language version to make the meaning more
clear.

4. According to legal advice I received from Adv. Guy Gissin, the Court appointed
Functionary and foreign representative of Urbancorp Inc. Canadian company no.
2471774, the Hebrew Versions are the only documents binding on the parties for
proceedings conducted in Israel. Accordingly, the Hebrew Versions are the only
documents that have been used to conduct legal proceedings in Israel and are therefore
the only ones known to date to the courts in Isracl. Should there be any inconsistency
between the Hebrew and the English versions, the Hebrew versions shall prevail.

5. 1do note as an additional comment that, due to transliteration from Hebrew into English
(and vice versa), spellings, especially of names, may vary.

6. The list of translated documents are as follows:

30095550__2|NATDOCS

,;/'\‘/r /6_ ’
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(1) Honorable President Judge Eitan Orenstein Judgment and Rulings dated September 26,
2017 a copy of which is attached as Exhibit "A";

(hereinafter: the "Exhibits™)

AFFIRMED before me at the-gity of )

Nahariya, in the State of -
18™ day of Qctober, 20
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Honorable President Judge Eitan Orenstein Judgment and Rulings dated September 26,

(L H
2017 a copy of which is attached as Exhibit "A";

(hereinafter: the "Exhibits")

AFFIRMED before me at the-b
Nahariya, in the State o
18% day of October, 20

Dol

A Notary Public of (& <3 NADINE AMIEL
Take Qaths in the JtAte AAH .
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2471774 et al

in the matter
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matter:

Company Liquidation File 44348
Canadian Company 247 1774, et al.
‘Motions 42, 47, 48, 50

Before Honorable President Eitan Orenstein

Liquidation case 44348-04-16, reznik Paz Nevo Trusts Ltd. v. Urb

The District Court in Tel Aviv —Jaffa

Motions 42,47,48, 50

Before the Honourable President Eitan Orenstein
The Companies Law, 5759-1999

The Companies Ordinance [New version] 5743- 1983

Urbancorp, Inc.

Adv. Guy Gissin ~the Company's Functionary

By attorneys' Adv. Yael Hershkovitz and/or Gilad Bergstein

1. Alan Saskin

2. Philip Giles

. 3. Mendel David

4. John Biran
5, James Camercon
By attorneys' Adv. Gad Ticho and/or 1shat Shidlowsky-Or
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September 26, 2017

The District Court in Tel Aviv - Jaffa

Company Liquidation File 44348-04-16 Reznik Paz Nevo Trusts Ltd. v. Urbancorp Inc
Canadian Company 2471774, et al. ’
Motions 42, 47, 48, 50

Before Honorable President Eitan Orenstein

6. Tuvia Facthold

By the lawyers Weksler, Bregman & Co., Law Offices
7. The Fuller Landau Group Inc.

{as proposal trustee of Alan Saskin)

8. The Webster Trust

9, TCC/Urbancorp Bay Stadium L.P

10. Urbancorp Management Inc.

By Attorney Adv, Ofer Zuret al

The Shareholders
Andin the Reznik Paz Nevo Trusts Ltd.
matter: .
By attorneys Amir Flamer and Evyatar Kramer et al.
The Trustee to the
Bondholders
And in the The Official Receiver
matter:

The Official Receiver

Judgment and Rulings

1. General

Placed before me is the motion of Adv. Guy Gissin, who has been appointed as the Functionary
of the company "Urbancorp Inc."”, in the matter of the approval of the Creditors’ Arrangement
{hereinafter respectively: "the Functionary”; “the Company"; "the Creditors’ Arrangement")
{Motion 42). Also placed before me are the Functionary's motions: to disburse an intermediate
dividend in the amount of NIS 70 million to secured creditor (Motion 47); to approve an
intermediate legal fees (Mation 48); to continue to present the Company in the Class Action
and to approve the legal fees for dealing with the [Class] Action {Motion 50).

For the sake of efficiency, | have chosen to give a combined ruling.

2, Background
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The District Court in Tel Aviv - Jaffa

Company Liquidation File 44348-04-16 Reznik Paz Nevo Trus.ts Ltd. v. Urbancorp Ine
Canadian Company 2471774, et al. ?
Motions 42, 47, 48, 50

Before Honorable President Eitan Orenstein

1 The Company was incorporated in Canada and dealt mainly with the leasing and development of
2 real estate for commercial and residence in Canada. In the month of December 2015 the -
3 Company raised capital in the amount of NIS 180 million by means of issuing debentures in the ¥
4 Security Exchange in Tel Aviv. The subscriber in the issuance was the Company Apex Issuances f
5 Ltd. {"Apex"}. £
6 A few months after the issuance there was a deterioration in the Company's financial state,
7 which inter alig, resulted in the resignation of the Company's directors, and the trading halt in
8 the Company's debentures. The subsidiaries, whose income was destined to serve the debt of
9 holders of the debentures, have taken insolvency proceedings in Canada and a trustee was

10 appointed on behalf of the Canadian court. In light of the above mentioned, the trustee of the

11 bandholders, "Reznick, Paz Neva Trusts Ltd." (hereinafter: "the Trustee") submitted a motion to

12 appoint a functionary. In the decision dated April 25, 2016 Adv. Guy Gissin was appointed as

13 the Functionary in the Company.

14 At the same time, the controlling shareholder of the Company, Mr. Alan Saskin found himself in

15 insolvency proceedings and the Canadian menitor, the Company, The Fuller Landau Group Inc.

16 (as proposal trustee of Alan Saskin), was proposed as trustee of his assets (hereinafter

17 respectively: "the Debtor"; "the Canadian Trustee"}.

18 To complete the picture to point out that against the Company a class action was also filed anda

19 motion to approve it as such, at the Economic Department of the District Court in Tel Aviv Yafo,

20 by Mr. Tuvia Facthold (hereinafter: "Facthold") {Class Action file 1746-04-16). In this proceeding

2] claims of breaches and omissions that were carried out by the Company, the Debtor and other

22 Functionaries contrary to the provisions of the Securities Law, 5728 - 1968, (hereinafter: "the

23 Securities Law") were alleged. The amount of the claim stands in the amount of NIS 42 million

24 and is found in the first stages of clarifying the motion to approve the action as a class [action).

25 An additional class action was filed against Apex by Mrs. Noami Monrov ("Monrov") (Class

26 Action file 16652-04-16), and In this matter the lack of disclosure that was tantamount to a

27 misleading detail in the Prospectus contrary to the Sacurities Law (both of the above mentioned

28 class actions are collectively referred to as "the Class Actions"). Apex filed a mation in the

29 Insolvency court to permit it to file a third-party notice against the Company {Motion 24), and 10

30 appeal the Functionary's decision which rejected the debt ciaim that was submitted to him, as

31 " will be detailed in due course.

32
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The District Court in Tel Aviv - Jaffa

Company Liquidation File 44348-04-16 Reznik Paz Neve Trusts Ltd, v, Urbancorp In
Canadian Company 2471774, et al. s
Motions 42, 47, 48, 50

Before Henorable President Eitan Orenstein

3. The Company's Creditors’

The main creditors of the Company are the bondholders that operate through the Trustee and
in accordance with the Trustee’s documents between the Trustee and the bondholders that are
not part of the composition (entanglement) of the file before us, The Trustee filed a debt claim
to the Functionary in the amount of NIS 180 million and this was approved in full by the
Functionary and recognized as a secured debt up to the limit of the amount that will a&ually be
received.

Additional creditors of the Company are suppliers and service providers, officers and
subsidiaries of the Company whose cumulative crediting stands at about NIS 8.5 million. Out of
the amount, as stated, the Functionary approved an amount of about NIS 1.6 million. The
Functionary, inter alia, recognized the debt claims for the Directors fees and expenses and the
debt claim of various service providers. The Functionary rejected part of the debt claims: debt
claims from [aw offices, contingent indemnification claims that were filed by officers and
directors of the company and Apex, payments for mediation services and etc.

_ On the Functionary's ruling of the debt six appeals were filed: four appeals were filed with the
attorneys of the functionary in Canada. Two appeals were filed in this court: one, by the
Company's Israeli Directors, Messrs, Eyal Geva, Ronen Nekar, Daphna Aviram (hereinafter: "the
Israeli Directors”) (Different civil appeal 33007-01-17) for which they requested to be
compensated from the Company for the claims submitted against them was rejected by the
Functionary. From decisions dated March 1, 2017 and March 2, 2017 the consent of the parties
was approved according to which the rights of the Israeli directors by virtue of the letter of
indemnification have the status of a deferred debt as determined therein. The second was filed
by Apex, (Different civil appeal 5248-06-17) and it will focus on the Functionaries rejection of
Apex's debt claim for compensation from the Company contrary o the subscription agreement,
as far as it may be adjudicated to its liability expenses in the class action proceedings that has

been filed against it.
On the abovementioned background, the Motions placed on my doorstep will be examined.
4, The Motion to Confirm the Creditors’ Arrangement

4.1 The Principles of the Creditors’ Arrangement

The Creditors’ Arrangement is condensed and includes a number of provisians in the matter:
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The Distriet Court in Tel Aviv — Jaffa

Company Liquidation File 44348-04-16 Reznik Paz Nevo Trusts Ltd. v. Urbanco
Canadian Company 2471774, et al. .
Motions 42, 47, 48, 50 T

rp Inc,, 3

Before Honorable President Eitan Orenstein

RS

1
2 The Disbursement of a Dividend; the approval of the disbursement of dividends to creditors
3 from proceeds of existing realization and the approval of the disbursement of future menies, as
4 far as these will be received from different sources amongst them the realization of assets and
5 different legal proceedings. According to the Creditors’ Arrangement, an intermediate dividend
6 will be disbursed to secured creditor, in other words, the Trustee in the amount of Canadian
7 dollars 20 million, whose value is approximately NIS 70 million. The motion for this
8 disbursement was requested by the Functionary as an independent Motion also (Motion 47) as
9 detalled fater.
10
11 The Reimbursement Expenses in the Proceeding and Secured Creditors; the approval of the
12 reimbursement of the financing of legal proceedings that have been transferred to the
13 Functionary by the Trustee at the commencement of the proceedings in the amount of NIS
14 500,000. With respect to secured creditors, it is to be clarified that that any amount that may be
15 received from the realization of "back up projects” as defined in the Prospectus, will be used to
16 repay the secured debt until full repayment. It should be noted further that that proceeds in the
17 amount of Canadian dollars 64.7 million has been recelved by the monitor, managing the
18 Group's assets,
19
20 Maintaining Reserves: an amount will be preserved to finance claims under dispute and
21 reserves ta finance class actions out of monies that are destined for disbursement to unsecured
22 creditors. It is furthermore requested to preserve reserves to finance the expenses of the
23 Creditors’ Arrangement.
24
25 Realization of the Remaining Assets of the Group: The Functionary shall continue to operate to
26 examine the possibility of realizing the Group's remaining assets in Canada, including the rights
27 in the Downsview project and the geothermal assets of the Company and the Company's
28 subsidiaries, '
29 Assignment of claims right and taking legal proceedings: The Company's creditors assign to the
30 Functionary with an absolute and irrevocable assignment their entire claim rights towards third
31 parties including: the State authorities, Company's officers and others, whether in Israel or in
32 Canada, with respect to the reasons leading up to the collapse of the Company. The Functionary
i3 will, subject to the confirmation of the court, be authorized to take legal steps (proceedings)
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The District Court in Tel Aviv—J affa

Company Liquidation File 44348-04-16 Reznik Paz Nevo Trusts Ltd. v. Urbancorp Inc
Canadian Company 2471774, et al. ”
Motions 42, 47, 48, 50

Before Honorable President Eitan Orenstein

against said third parties and all as detailed in the Letter of Assignment attached to the Motion
to confirm the Creditors’ Arrangement.

4.2 The Essence of the Creditors’ Arrangement

The Creditors’ Arrangement before me i not a ciassical arrangement, because the Enajority of
Creditors’ Arrangements include provisions according to which the creditors waive a part of
their debt; arrange the continuation of the Company's activities, whether by the controlling
shareholder who contributes from his sources to the arrangement fund, or otherwise; the
_possibiiity of recovery, etc.

Different, from the regular Creditors’ Arrangement, the essence of the Creditors’ Arrangement
on the agenda Is the disbursement of monies to creditors and the assignment of a claim right of
the Company's creditors to the Functionary. The Functionary, details the reasons regarding the
need of Creditors’ Arrangement for the Company, which is in fact the only alternative, given that
the other aption is liquidation. After examination of the issues, | did not see any reason in the
abovementioned difference for not approving the Creditors’ Arrangement and the Functionary's
position is acceptable to me. In connection with this, it should be clarified that we are dealing
with a Canadian company and in this manner difficulty exists to instruct on the liquidation
thereof, all the more so this matter is likely to cause complex, legal complications, with respect
to the influence of the liquidation on the insolvency proceedings in Canada. Thus for example,
the process of liquidation, is likely to give rise to questions of the Functionary's authority as well
as the authority of the court, and this is especially true when in Canada different possibilities
were raised concerning the continued operations of the Company and in order to realize the
different alternatives, and in this way it appears that the way of Creditors’ Arrangement is
preferable compared to that of liquidation.

j emphasize that the creditors’ Arrangement is also possible in the sense of the fact that itisa
default aption whilst there is no other mechanism that allows for the gra nting of suitable
remedies. In this context, it has occurred to me 10 express my position in the liquidation of the
Company {Tel Aviv District) 35560-80 Sella Capital Real Estate Ltd. v. the shareholders in the
Company (published in Nevo, November 7, 2010), paragraph 23 and s apt/appropriate in our
matter also:

"In general, Section 350 of the Companies Law grants the court the authority to approve 3
different compromise or arrangement in companies in a general statutory framework, whose
aim is to assist the application of implementing various arrangements in companies, whilst
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The District Court in Tel Aviv — Jaffa

Company Liquidation File 44348-04-16 Reznik Paz Nevo Trusts Ltd. v. Urbancorp Ine
Canadian Company 2471774, et al. K
Motions 42, 47, 48, 50 ‘ [

Before Honorable President Eitan Orenstein

adapting to the changing economic needs in accordance with the spirit of the times. We are

dealing with a framework section which is usad to implement a wide variety of arrangements
and it Is impossible to refute that in the appropriate case this provision also constitutes the

possible legal framework to purchase shares. 4
My approach is in [ine with the court ruling with respect to the implementation of Section 350
of the Companies Law. In this matter we turn to Miscellaneous Civil Applications (TA) 4139/01
Carme! Investments Group Ltd. v. the Phoenix Israeli Insurance Company Ltd. 33 {1)772") .

O oo =1 O LN e

in light of the abovementioned conclusion, 1 will detail the continuation of the development of
10 the events in connection with the Creditors’ Arrangement.

12 S. The Creditors’ and Shareholder’s Meetings

13 On May 24, 2017, secured and unsecured creditors meeting were held in Israel and Canada. The
14 meetings were preceded by a Company's bondholders meeting dated May 16, 2017, where the
15 bond holders instructed the Trustee how to vote at the creditors’ meetings.

16 . The secured creditors: The secured creditors’ meeting confirmed the arrangement with a claim
17 majority of 89.9%. The Trustee voted on behalf of all the debenture voters with secured claims
18 in the amount of NIS 135,411,351, The bondholders that requested to exclude themselves are:
19 - Facthold, who vated against the Creditors’ Arrangement on the basis of a claim in the amount of .
20 ~ Ni5 2,662 and Mr. Zuckerman, with a claim in the amount of NIS 7,475 who ahstained from

" 21 voting.

22 The unsecured creditors: The unsecured creditors meeting confirmed the arrangement with a "
23 claim majority of 98.7%. The Trustee voted claims of the bondhalders in the amount of NIS !
24 51,237,242 of the unsecured bondholders; that is all the bondholders, except for the

25 bondholders that requested to exclude themselves: Mr. David Mandel, a Company director,

26 through a power of attorney Mr, Ted Saskin, who voted against the Creditors’ Arrangement, his

27 claim in the amount of Ni5 18,545; the company Waest Side Gallery Lofts Inc. through the Debtor

28 and the Canadian Trustee, who objected to the Creditors’ Arrangement and its claim in the

29 amount of NIS 430,096, The Israeli directors abstained from voting on the Creditors’

30 Arrangement, their claims are in the amount of NIS 221,018 which Is the amount that was

31 approved as directors’ remuneration. Additional bondholders whao excused themselves,
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The District Court in Tel Aviv - Jaffa

Company Liguidation File 44348-04-16 Reznik Paz Nevo Trusts Ltd, v, Urbancorp Inc
Canadian Company 2471774, et al, K
Motions 42, 47, 48, 50

Before Honorable President Eitan Orenstein

" 1 objected to the Creditors’ Arrangement by virtue of claims in the amount of Nis 1,007 and %
2 abstaining by virtue of claims in the amount of NIS 2,828,
l 3 Given that the Trustee represents the absolute majority of the bondholders, that s, beyond the .i
‘ 4 claims’ value majority, there is a majority of voters in two of the creditors votes, as weli,
_ 5 The shargholders: At the shareholder’s meeting the company Urbancerp Holdco Inc.
6 participated through the Debtor and the Canadian Trustee, which according to its declaration
7 holds {possesses) the full voting rights on behalf of the Company. The sharehoider voted against
fl 8 the Creditors’ Arrangement,
| 9 s After the voting the Functionary petitioned to confirm the Arrangement and which made it
10 possible for the creditors to file objections. Three organized objections were submitted the
11 first, by Facthold, the second by the Canadian creditors; the Debtor and Messrs Philip Giles,
12 David Mande), John Biran, James Cameroon Somerweil (hereinafter collectively: "the Canadian
13 Directors); the third by the Canadian Trustee, and indirectly, the Companies: The Webster Trust;
14 TCC/Urbancorp Bay Stadium LP; Urbancorp Management Inc. {hereinafter collectively: "the
15 Shareholders").
16
17 2. A hearing in the presence of the parties
" 18 tn the light of filing objections whase principles will be detailed in due course (iater), a hearing ' ks
19 was held on September 17,2017, [a hearing] in the presence of the parties, during the course of 4
20 which the lawyers for the parties emphasized their objections and the Functionary, the Trustee
21 and the Official Receiver, related to these. For the sake of efficiancy, | shall deal with each §
22 objection, in its own right.
| 23 ;
24 8 The will of the Majority of the Creditors .,
25 * Before discussing the merits of the objections, | should preface by noting that under the provisions
26 of Section 350(1) of the Companies Law, 5759-1999 {the “Companies Law"), itis required that the ;g:
27 meetings of each series {type) approve the Settlement with a majority of three-fourths of the debt '
28 and a majority of participants, meaning:
29 “If, in each series (type) meeting gathered under Subsection {A), most of the participants in
30 the vote {less the abstainers), jointly holding three-fourths of the debt represented in the
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The District Court in Tel Aviv - Jaffa

Company Liquidation File 44348-04-16 Reznik Paz Nevo Trusts Ltd, v. Urbancorp Ing

Motions 42, 47, 48, 50

Before Honorable President Eitan Orenstein

vote, agreed to the settlement or arrangement, and the court certified the settlement or

arranigement, these shall bind the Company and all of the creditors or sharehalders or any

series thereof, as applicable, and if it is in the process of winding up - the liquidator and any
. participant (contributory).”

To apply this to our case, none dispute that in our case, each series meeting, apart from the
meeting of shareholders, approved the Creditors’ Arrangement by a landslide - well beyorfd the
requirements of Section 350(I) of the Companies Law. Thus, in absence of special circumstances,
the Court must certify the Creditors’ Arrangement by accepting the required majority of the serfes
meetings, and subject to ruling on any objections and weighing the decision of the shareholders’
meeting. It is a fundamental principle that the will of the creditors must be respected, and the
Settlement that merited the support of required majority of creditors participating in the vote and
holding 75% of the debt must be certified. The rationale for this is that the creditors are in the best
position to evaluate whether or not the Creditors’ Arrangement is to their advantage. On this note,

I refer to Civil Appeal 3782/09 Legin Food Packaging Ltd. v. Bank Leumi Israel Ltd. {published on
Neva, February 25, 2014), para. 15;

“As stated, even in cases where the creditor meetings have voted in favor of the settlement,
the court must certify the settlement (see Section 3501} of the Companies Law), The court will
generally tend towards certifying a settlement that the creditor meetings have voted in favor
of. The reason for this is that the vote of the creditor meetings reflects the preferences of the
majority of creditors with respect to the proposed settlemant. It can be assumed that the
creditors themselves are in the best bosition to evaluate whether or not the settlement is to
their advantage. Thus, as a rule, the court will not substitute the judgment of the creditors
with its own. Only in exceptional cases of lack of reasonableness or unfairness will the court
decide not to certify the settlement (Alshich and Qrkach, pp. 617).”

Notwithstanding the foregoing, the Court has the authority to refuse to certify the Creditors’

Arrangement, even if it received the support of the majority of the creditors; however, this will only
be done in exceptional circumstances, such as when it is proven that a defect occurred in the voting
process of the creditor meetings, or where there were ulterior economic motives that are sufficient
to disqualify the Creditors’ Arrangement. | refer to Liquidation (Nazareth District) 21285-02-13 Amir
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Company Liquidation File 44348-04-16 Reznik Paz Nevo Trusts Ltd. v. Urbancorp Iy
Canadian Company 2471774, et al. K
Motions 42, 47,48,50

Before Honorable President Eitan Orenstein

AT

Shahada Construction and Development Ltd. v, Electises Ltd. (published on Neve, October 31

2013), pp. 6; Liquidation (Tel Aviv) 49085-11-11 israe] Credit Lines Supplementary Financial
Services ttd. {in liquidation] v. the Official Receiver (published on Nevo, September 23, 2012), op

18; Alshich and Orbach, Suspension of Proceedings (Second Edition, 2010} (“Alshich and Orbach”)
pp. 622; t have established additional considerations in the ruling on Liquidation {Tel Aviv District) 9
11478-06-13 |.D.B. Holdings Ltd. v. the Official Receiver (published on Nevo, December 17, 2013),

I s e

pp. 17.

00 -1 O\ L bW N —

9. As stated, the creditor meetings approved the Creditors’ Arrangement with an absolute majority of 2
99,9% of the debt from the secured creditors and an absolute majority of 98.7% of the debt from ,‘;-
the unsecured creditors, i.e., well beyond the majority required by law. A majority of participants
was also achieved in each of the meetings. Thus, 1 will consider the reasons for the objections, the
significance of the opposition of the shareholder meeting and whether these pose a reason not to 5

certify the Creditors’ Arrangement. -
10. Fachtold’s Opposition : '. i
Facthold, who holds NIS 2,662 in the Company's bonds, opposes the full disbursement of the i ’;
interim dividend to the secured creditor —i.e., the Trustee — unless the Functionary retajns Ni5 13 £ A

million in his treasury until the ruling on the class action.

The Functionary and the Trustee oppase the position of Fachtold, and believe that there is no
reason to suspend payments, considering that the ruling on the class action wili not be foralong
time, during which period serious damages will be incurred by the creditors who do not receive
their payments, and given the enormous sum of interest that will accrue on the sum of the balance
that is suspended and not disbursed at Fachtold's request. It was further argued that Fachtold did
not explain how he arrived at the sum of NIS 13 million.

The Official Receiver indicated that we are dealing with a conditional debt, starting with the
" recognition of the class action and continuing with the acceptance of the claim itself, as well as the
damages that will be incurred as a result of the delay.

10.1 1 don‘t believe that Fachtold's opposition is sufficient to prevent the certification of the ]
Creditors’ Arrangement; to be clear.
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Fachtold represents a marginal share of the debt, since, as
of bonds that is not sufficient to negate the adoption of th
the debt Is concerned, It is also clear that Fachtold’s objection alone is not sufficient to

negate the required majority for the approval of the Settlement, as far as the number of
voters supporting the Creditors’ Arrangement is concerned,

neted, he holds 3 negligibla sum
e Settlement, as far as the stopa of

Ex gratfa, even If the entire debt alleged by Fachtold in the name oft
purports to represent is recognized, and even if he is reco
Company, this would still be clearly insufficient to negate
the Settlement. As stated, Fachtold has filed claim in the name of all of the plaintiffs in the
class action, for a sum of NIS 42 miilion —a sum comprising some 23.5% of the scope of the
secured debt, Since the rest of the secured &reditors have supported the Settlement, there is,

in any event, a required majority of the debt for approval of the Creditors’ Arrangement -
even if the class action in its entirety is accepted. Therefore,

he class of plaintiffs he
gnized as a secured creditor of the

the required majority for approving

the canclusion is that Facthold's
opposition is not sufficient to prevent the resuit of the meeting of secured creditors
approving the Creditors’ Arrangement with the required majority,

whether with respect ta
the value or the quorum.

i should note that Fachtold’s motion to consolidate NIS 13 million for the class members he

"Purports to represent in the framework of the class action proceeding was adjudicated
before me in Motion 34. | reasoned that the motion to consolidate funds to secure Facthold's .
claim essentially amounted to a temporary injunction; therefore, it was a ppropriate that the
motion be adjudicated in the framewark of the class action, given that the class action court
has the tools to evaluate the chances of the claim, and, in this framework, the motion to
consolidate funds to secure it. Thus, in my ruling of July 3, 2017, ! instructed Fachtold to refer
his motion to the court adjudicating the class action. A leave of appeal to the Supreme Court
was filed on that ruling {Leave of Civil Appeal 5846/17), and the Supreme Court’s ruting of
September 13, 2017 determined that, given the lack of clarity with respect to the type of
debt represented by Fachtold - i.e., secured or unsecured — the inselvency court should
establish whether we are dealing with a secured or unsecured debt, for the purpose of
Fachtold’s motion to consolidate funds. It was further determined that the insolvency court
will determine the manner of adjudication with which to investigate the type of debt

Page 11 of 30




—
T O W00 NI Y L B W R

—
na

[\Jl\J;—-r—A)—Ap—-y—Ar—u-—-‘
= O D00 ) Oy th b

(S B S I ST B )
[= W U SO P Y

27

Company Liquidation File 44348-04-16 Reznik Paz Nevo Trusts Ltd. v. Urbancorp Ine,,
Capadian Company 2471774, et al.
Motions 42, 47, 48, 50

10.2

September 26,2019

The District Court in Tel Aviv — Jaffa

Before Honorable President Eitan Ovenstein

represented by Fachtold, The difficulty is that, even if t were to determine the type of dabt
represented, this would not be sufficient to quantify the scope of Fachtold’s debt, nar
whether or not it is a certain debt.

Fachtold is & conditional creditor, since he must first convince the court adjudicating the class
action to accept his motion to certify the class action. If and to the extent that he succeeds in
this task, he will need to convince the courtto accept the class action itself, There s no doubt
that this is a process that will take a long time, not least considering the possibility of an
appeal, should one be filed. One must consider that, during this entire period, a sum of NIS
13 million - out of the total sum of NIS 70 million, i.e. nearly 20% of the sum intended to be
disbursed - should be retained at Fachtold’s request, without this Court so much as having
the tools to investigate whether there is any justification for retaining said sum.

Reflection on the significance of the class action hovering over the Creditors’ Arrangement:

When the certification of a Creditors’ Arrangement is sought for a company that is also the
subject of a class action, the prospect of the claim clouds the Creditors’ Arra ngement, since
there Is no way to truly know how the class action will affect the Creditors’ Arrangement,
considering it is a conditional claim. Class actions, which are subject to recognition or

certification as class action, are usually complex and complicated, involve farge sums, and
don’t require the movant to pay a fee, which increases the uncertainty and significantly
reduces the rate of the dividend that can be disbursed to the creditors — even if these
deserve higher dividends. This difficult issue was expressed by the scholars Alshich and
Orbach, pp. 702-707:

“It's not difficult to see that the class action contains all of the elements that could
prove destructive to the Creditors’ Arrangement: Legal-factual complexity making it
unsuited to determination by the trustee, and often causing It to centinue for several
long years; a tendency to reach enormous sums, especially when filed in the name of a
large class of alleged injured parties; and the fear of abuse by “professional”
blackmailers and plaintiffs.”
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- to be a secured creditor, along with the class he claims to represent. This being the case, he

f concur with the opinion of these scholars as to the difficulty generated by pending claims
that frustrate the progression of the Creditors’ Arrangement proceedings and raise the
specter of undermining the Craditors’ Arrangement, all the while being unable to negate the
possibility of same being entirely unjustified — such as in the event that the motion to certify
the class action, or the class action itself, are dismissed. This difficulty also exists with respect
te regular claims that are filed, such as tort claims; however, its potency is less than when
dealing with class actions, for the reasons | have listed above.

I should note that the secondary legislator was aware of the problems stated above, and, for
this reason, created a legisfative mechanism in the form of Regulation 24(B) of the
Companies Regulations (Motion for Settlement or Arrangement), 5762-2002 {the
“Settlement Regulations”), which determines that:

“If a debt claim is filed for a conditional or unfixed debt, the functlonary shall
determina the chances, by its astimation, of the condition’s fulfi Ilment, or the value of
the debt, as applicable; should the functionary determine that an unfixed debt cannot
be fairly estimated, said debt claim shall not be allowed to vote; shouid the
functionary believe that the chances of the realization of a conditional debt cannot be
determined, it shail refer the matter to the court, and the court shall determine the
entitlement of the conditional debt’s creditor to vote in the meetings.”

It would appear to be fitting that | order the activation of the mechanism setautin
Regulation 24 of the Settlement Regulations, such that the Functionary would examine
Fachtold’s debt claim in accordance with the mechanism stated in the regulation, and only
following and subject to such examination, advance the Creditors’ Arrangement and consider
how the meetings should vote. This being said, | don’t believe Regulation 24 of the
Settlement Regulations applies in our case. On this note, | should clarify that Fachtold claims

is not required to file a debt claim. Therefore, the mechanism set out in Regulation 24 of the

Settlement Regulatians is inapplicable in our case. Mareover, Fachtold did not appeal to
prevent the convening of the creditor meetings until after the decision regarding his debt, its 3
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-determine the scape of the debt, nor the certainty of the creditor, but rather only the type of
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scope and jts type'. For this reason, as will, there Is no reason to reopen the convening of the
meetings, nor the manner of their voting.

Above and beyond ~ As stated, in our matter, even if the class action is granted in full, and
Fachtold’s debt claim, as well as the class he purports to represent as a secured creditor are
recognized, this alone shall not be sufficient to deny the Creditars’ Arrangement at this point,
This is the case given that the full amount of the debt according to the class action fails
below the scope of debt that may have prevented the confirmation of the Creditors’
Arrangement with regard to the majority of the debt stipulated in Section 350{t} of the
Companies Law, since, in any event, over three quarters of the scope of the required credit
to confirm the Creditors’ Arra ngement was attained.

73

The problematic nature of Fachtold's motion to consolidate the funds in the case befare me
is intensified given that Fachtold is motioning to withhold the payment to the secured
creditors, and In light of the considerable amount that he is maotioning to withhold NIS 13
million. This is further intansified given that he is still a conditional creditor since the action
has yet to be recognized as a class action, and in any event, the action has yet to be ruled on
its merits. As stated, the insolvency court does not have the tools to assess the odds of the
class action’s certification, nor the odds of the action itself. These are determined by the
court hearing the class action, However, the Supreme Court’s decision instructing the stay for
disbursing dividends until September 27, 2017 must ba implemented in order to enable
Fachtold to file an appropriate motion. Although, as detailed above, the ruling shall not

creditor. | deliberated/considered wheth er there is room to delay the clarification of the
decision regarding the type of creditor until after the clarification of whether the
prerequisites were fuifilled. However, in light of the Supreme Court’s ruting, | found that the
deliberation of the dispute regarding the creditor’s classification should advance.

For the sake of caution and in light of the Supreme Court’s order, according to which the
disbursement of funds shafl be delayed in the rate petitioned by Fachtold, the order shall
remain in place until another decision is reached. However, | believe that if it later becomes
apparent that there was no basis for the stay that harmed the cred}tors, they must be
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allowed to file an action against Fachtold for the damage it caused, if any. in this regard, one
must draw an analogy from the ternporary injunctions chapter in the Civil Procedure
Regulations, 5744-1984 (the “Civil Procedure Regulations”), and from the case-taw that faid

the legal foundation required to charge a plaintiff at whose request a temporary injunction
was filed, for damages caused as a result of granting the injunction, after his action was
rejected. Similarly, one may draw the analogy from Regulations 354-365 of the Civil*
Procedure Regulations, Therefore, as a conditio‘n for the stay, Fachtold must signon a
personal undertaking te pay for any damages caused, if any, as a resuit of granting the
temporary stay for dishursing dividends to the creditors,

10.4  Therefore, ! instruct that the sum of NiS 13 million from the total funds that the Functionary
motions to disburse shall be retained at Fachtold’s request until another ruling is reached,
subject to Facthold signing a personal undertaking by October 15, 2017, as required
according to Article 365(B) of the Civil Procedure Regulations, mutatis mutandis.

Fachtold shall file a motion to be recognized as a secured creditor by November 1, 2017, The
Functionary shall respond to the motion by December 1, 2017. The motion shall be brought
for my review on that date. For the avoidance of doubt, the parties shall file a copy of the
pleadings to the clerk by the stipulated date, in addition to filing a copy on Net HaMishpat.

10.5 Asan aside, reference to the other reasons of Fachtold’s opposition, including the
" assignment of the plaintiff's rights, will be discussed in the continuation of the judgment,
since these reasons were also raised by additional opponents.

-Opposition of the Canadian Directors

The Canadian Directors oppose the Creditors’ Arrangement, primarily since it does not include the
indemnification to which they are entitled to the extent that they will be charged with actions filed
against them due to them being officers in this Company. This is as opposed to the Israeli Directors
who received the status of the Company’s deferred creditors.

The Functionary disputes the Canadian Directors’ abjections, and claims that thair objections are
intended to prevent their investigation and the filing of legal proceedings against them. The
Functionary further claims that the Canadian Directors’ objections should be rejected once the debt
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claim that they filed was dismissed and they did not file an appeal, thereby implying that we are
dealing with a final dismissal, and they shall not be considered creditors of the Company. The
Official Receiver beliaves that Canadian Directors do hot have standing since they did not appeal the
ruling regarding the Functionary’s dabt,

In the hearing, the Canadian Directors’ representative claimed that his client still has the right to fila
an appeal regarding the Functiona ry’s ruiing rejecting the Director's debt action, The representativa
even petitioned to present a document in this regard. in contrast, the Functionary claimed that the
date had already passed, as stated in his response. | did not see fit to receive the document given
that we are dealing with a factual matter that must be supported by an affidavit, that the Canadian
Director’s representative did not have, as well as the fact that they did not appear at the hearing. !
believe that there is no place for this Court to make determinations regarding the factual dispute
between the Canadian Directors'and the Functionary with regard to the former's [sic] rights to
appeal the Functionary’s ruling. This dispute shail be heard before the competent authority in the
context of the appropriate proceeding, if filed, and there is no place to require it in the framework
of the metion to confirm the Creditors’ Arrangement.

To the crux of the matter - since the regular/unsecured creditors’ meeting confirmed tha Creditors’
Arrangement by a majority above and beyond the required, as detailed above, the Canadian
Directors’ opposition cannot prevent the confirmation. Not to mention that their only opposition
was based onh differences in the settlement between them and the Israeli Directors that will be
compromised if it becomes apparent that the Canadian Directors’ have the right to appeal the
rejection of the debt claim, and insofar as they file an appeal and it is accepted. In order to assure
the Canadian Directors, it was clarified that dividends would not be dishursed to the defarred
creditors until the fate of the Canadian Directors’ creditors is clarified,

Opposition of the Shareholders

The Canadian Trustee and the Shareholders believe that there is a good chance that the Company's
whole debt shall be paid, and therefare, in their opinion, weight should be Eiven to their position in
confirming the Creditors’ Arrangement. The Canadian Trustee and the Shareholders do not oppose
to the interim disbursement/ of d ividends, but believe that the Creditors’ Arrangement should not

be confirmed for a number of reasons: the motion to confirm the Creditars’ Arrangement is not
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1 supported by the Functionary’s affidavit; the Creditors’ Arrangement is worded in a general manner
2 and does not stipulate an outline that will end the pracedure; the Functionary does not have the
3 authority to liquidate the assets since it is defegated to the Canadian Functionaries; the assignment .
4 of the crediters’ rights to an action s general; clarifications were requested from them on specific
5 topics; the Canadian Trustee and the Shareholders oppose the fees petitioned by the Functionary.,
6 In the framework of the motion to disburse an interim dividend (Mation 47), t will refer to thé
7 opposition of the Canadian Trustee and Shareholders to keep the sum of NIS 7 million in the
8 Functionary's fund for financing his expenses, since, in their opinion, this amount must also be
9 disbursed to the creditors. '
10 12.1  Thisis the place to note that Fachtold joined some of the Canadian Trustee’s and
11 Shareholders’ objections that were mentioned above. Among these: Fachto!d opposes the
12 Functionary’s assignment of rights in light of his petitioned general assignment, and it is
13 likely to overlap the grounds for the class action that he filed, as well as due to the conflict
14 of interests between the Functionary and the Company's creditors, Fachtold further claims
15 that the Creditors’ Arrangement should not be confirmed since it Is not supported by an
16 affidavit. The Functionary did not specify, in his opinion, the financial scope requestad by
17 him to execute the Settlement, and he did not specify the amount of the financial reserves
18 that he wishes to maintaip,
19 12.2  The Functionary disagrees with the stance of both the Canadian Trustee and the
120 Shareholders, as well as with Fachtold’s stance.
21 As for the essence of the Canadian Trustee’s and the Shareholders’ opposition, the
22 Functionary ciaims that these parties do not have standing with regard to the Creditors’
23 Arrangement confirmation,
24 The Functionary’s claim to the objections’ merits:
25 It is claimed that the motive at the basis of the opposition of the Canadian Trustee and the
26 shareholders is to prevent their investigation and the filing of legal proceedings against them.
27 As for the petition for details of the rights assigned to the Fu nctionary by the Trustee, the
28 Functionary claims that this, along with the findings of his investigation, were intended to
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1 expose the legal grounds for which he would make a future claim against tha Canadian Trustee
2 and the Shareholders, As for Fachtold’s claim with regard to the assignment of the acticnable
3 rights, the Functionary proposed that insofar that there is overlap between the grounds for the
4 future action that he would take and the grounds for the class action, then he would file a
5 preliminary motion with the court prior to filing the action.
6 With regard to the claims regarding the lack of a supporting affidavit in the motion to‘ confirm -
7 the Creditors’ Arrangement, the Functionary responded that the motion is based on
8 information that was obtained in the framework of his position, and therefore, he is not’
9 required to support it with an affidavit on his behalf.
10 As for the matter of the objection to the proceeding’s expenses; the Functionary clarified that’
11 the proceeding’s expenses up until now in Israel stand at a sum of NiS 152,000. The future
12 expenses are unknown at this stage, and money should be kept in the insolvency fund
13 according to the general estimate in a sum of NIS 7 million, which appears reasonable.
14 As for the Canadian Trustee’s and the Shareholders’ objection to the fees, the Functionary
15 believes that there is no room to allow them to object to the fees because they are being
16 investigated by him.
17 12.3  The Official Receiver believes that the Creditors’ Arrangement should be confirmed. As for 4
18 the assignment of rights, at first the Official Recaiver thought it was appropriate for the _
19 Functionary to detail which grounds for the action he wishes to assign. Subsequently, and i’
20 light of the sweeping consent of the craditors to the proposed Creditors’ Arrangement, the 3
21 Official Receiver did not insist with the detail requirement, and he even reasoned that it
22 provided a clear and coherent refuge/lodging for the management of the creditors’ action.
f 23 As for the proceedings’ expenses, at first the Official Receiver reasoned that there was roo
f 24 for the Functionary to elaborate on the expenses that he.spent until now, and the future
: 25 expenses would be examined in the framework of the reparts and in the Functionary’s
26 motions. However, after the explanations that were given in the framework of the
27 Functionary’s responses, as well as during the hearing, the Official Receiver reasoned that

28 there is no need to continue to elaborate.
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|
12.4  The shareholders’ stance on certifying the Creditors’ Arrangement — the normative

framework

1

2

3 The case-law states that in the laws of insolvency, the shareholders’ interest js deferred to the
4 creditors’ interest, such that an action performed on behalf of the creditors has priarity even if
5 it may harm the shareholders. The Creditors’ Arrangement was made on behalf of the
6
7
8

creditors with the aim of increasing their rate of repayment. In light of the aforesaid, the
shareholders’ stance with regard to the confirmation of the Creditors’ Arrangement is minor,
and it is doubtful whether there is reem to consider their own preferences in the confirmation

9 of the Creditors’ Arrangement. In this context, the remarks of the Supreme Court (his Hon,
10 President Grunis) in Leave of Civil Appeal 8417/11 Nemij Trustees Ltd. v. Adv. Shaul Bergerson
11 Receiver for N.IL.I Real Estate Ltd. {In Receivership) (published on Nevo, May 7, 2013), p. 11,
12 are appropriate:
f 13 “However, in the case that that there is no concrete possibility of adopting a
‘ 14 _ settlement that wiil leave the company’s current controlling shareholders ‘in the
15 picture’ even after the attempt to rehabilitate it, the creditors are those wha remain
16 at center stage, while the primary goal of the settlement is to benefit them ie, to
: 17 increase the debt repayment rate towards them.”
.i 18 (Emphasis added - £,0.)
Ii 19 I shall also reference Liquidation {Tel Aviv District Court) 3706/09 Shtang Construction and
i 20 Engineeriﬁg Ltd. {pubiished on Nevo, November 11, 2009), p. 3:
21 “The very concept of the shareholders’ deference to the creditors in a state of
22 Insolvency shows that when the interest of the former collides with the interest of the
23 latter, the creditor's interest shall prevail, In a situation in which the desire of
24 shareholders to stay in their place confiicts with the creditors’ interest in reaching a
25 settlement, preference is given to the shareholders’ interest (inter alia, by
26 disqualifying a dilution attempt). in practice, this means their preference over the
27 creditors, and therefore is tantamount to contradicting the insolvency laws.”
)
28 (Emphases added - £.0.)
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1 t had occasion in the past to express my views on the matter as stated in Liquidation 38222-
2 01-10 Development Company Founded by the Israel Contractors and Builders Center v.
3 Official Receiver (published on Nevo, April 7, 2011}, onp. 7:
4 “I agrea with the case-law since, also in my opinion, the court should prefer the
5 interest of the creditors over those of the shareholders in a situation of insolvency and
6 on the principle of rajection of the latter; all the more so in the circumstances of the
7 case before us. The creditors who participated in the creditors’ meeting unanimously
g supported this.creditors’ arrangement from an informed perspective that it would
9 only Improve their debtor’s solvency if a settlement is not reached. This stance must
10 be preferrad to that of those shareholders who objected in the shareholders' meeting,
11 In practice, this is sufficient in order to reject Sassen’s opposition.”
12 Only in the case where there is a reasonable possibility that a balance will remain for the
13 shareholders after the creditors’ debts have been repaid will it is also be appropriate to take
14 into consideration the interests of the shareholders. However, insofar as there is no such
15 . possibility, then the creditors “remain at center stage” and the primary goal of the Creditors’
16 Arrangement is to benefit them (also see Liquidation {Tel Aviv District Court) 32984-07-10
17 Peleg — N.I.A. Ltd. v. Trustee Bonds Holder (Series A} (published on Nevo, November 30,
18 2010), on p. 9; and Liquidation (Tel Aviv District Court) 35221-07-16 Africa Israel
19 Investments Ltd. v. Official Receiver of the Te! Aviv and Central District (published on
20 Nevo, luly 28, 2016), paragraph 12)).

" 21 12,5 Implementation in our case:

.22 . I should first clarify that, as far as 1 am concerned, the Canadian Trustee’s position should be
23 seen as the position of the shareholders. This is the person holding the ownership of the
24 Company’s shares, whether directly or indirectly, not least considering that the Canadian
25 Trustee is an officer in the bankruptcy of the Debtor, who is the indirect controlling
26 shareholder of the Company. Thus, these will hereinafter be jointly referred to as “the
27 Sharehalders.”
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| see no reason to accept the Shareholders claim that their position should be considerad-
because they believe there is a good chance that all of the Company’s debts will be repaid;
and a balance will remain. The claim is made vaguely and without explanation, without.
references or, at least, an affidavit to support the claim that a balance will remain fdfiowi’ﬁ
the full repayment of the debt to the creditors. The current picture says otherwise, and
refer to the well-grounded reports of the Functionary, which unequivocally show tha£ t
creditors will not be repaid their full debt. It is unclear on what basis the Shareholders staf
their general claim that a monetary balance will remain in the Functionary’s fund-.followiﬁ' '
the full repayment of the debt to the creditors. It is also worth noting that the Sharehol
presented no repayment plan, cash injection, or financial opinion, nor 50 much as any o
reliable reference to support this unsubstantiated narrative. Certainly, as things appe
the surface, based on the Craditors’ Arrangement, the list of assets and their liquidation
can be expected that the creditors will not receive full repayment of their debt. We must§
conclude that the Shareholders’ position should be seen as weak and deferred, as detai! .

in the rulings granted above.

Ex gratia, | have also given thought to the Shareholders’ othér arguments, and did not
that these were sufficient to bring me to a different conciusion.

12.6 The Settlement is general and not sufficiently detailed; | found no substance in this

argument, and did not understand what provoked the Shareholders’ ire. The Function
spelled out the principies of the Settlement in a clear and orderiy manner, including W
respect to the monetary disbursements until now, and the forecast of future dishurse
given the anticipated receivables and their chances of being realized, as well as their
estimated sumns. The Functionary further clarified the expenses associated with the

proceeding and the essence of the rights assignment, as detailed later on. | didn’t f‘ndl f
mare details should have been provided than were provided. As stated, we are dealin ,‘
orderly and sufficiently explained principles. To the extent that clarifications are reqmrd
the time of their implementation, there is nothing preventing these from being soughtiig

order to avoid any doubt; however, presently, | do not see anything lacking. 5
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Lack of clarity with regards to the costs of the proceeding; The Functionary noted that the
total expenses from the proceeding in Israel amounted to NIS 192,000, and even attached a
table detailing the expenses until now. As for future expenses, obviously, they cannot be
quantified at this stage of the proceeding. The Functionary sought to leave a sum of NIS 7
million in the Company’s treasury as an estimate of future anticibated expenses, The line of
logic, common sense, and life experience teach us that it is better to leave a sum that will be
a sufficient source to cover whatever is needed, than to empty the funds and leave no
source to serve the monetary needs of the proceeding. 1 don't believe the Functionary’s
estimate was unreasonable, given his discretion, his past experience, and the needs of the
proceeding, which are often associated with significant costs. It should also be stressed that,
in any event, there are control and supervision with regards to the payment of expenses,
including through motions filed with the Court, which are also examined by the Official
Receiver. Therefore, there is also no concern that the creditors or the Shareholders will be

harmed in this respect.

The Functionary’s lack of authority to liquidate the assets; the primo facie authority to
[lquidate the assets of the subsidiaries rests with the Canadian Functionaries. However, the
Functionary is vested the Company’s autharities to act in the subsidiaries, and, in this
framework, to receive information about the subsidiaries’ operations, properties, and rights
{see ruling of April 25, 2016). Mareover, the Functionary, by virtue of his station, represents
the interests of the Company and the Company’s creditors; therefore, even if he himself
does not liquidate the assets of the subsidiaries, he acts in coordination with'the Canadian
Functionaries, without deviating from his vested authorities. The foregoing does not negate
or derogate from the authorities of the Canadian Functionaries.

Lack of an affidavit supporting the confirmation of the Creditors' Arrangement; | was

bewildered by this argument raised by the Shareholders and Fachtold, That these, who have
sown their opposition in a series of factual claims — such as the Shareholders’ claim that a
balance will remain for the Sharehglders in the Company's treasury; Fachtold's claim that
the Functionary said that he is considering filing claims under the Securities Law; and more ~
would also attack the Functionary for lacking an affidavit to support the metion to confirm
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the Creditors’ Arrangement! This brings to mind the saying: “It Is good to practice what one
preaches.” :

As for the merits of the claim — case-law teaches us that the Functionary is not generally
required to support his motiens with an affidavit, given that the information is not known {
him first-hand (see: Civil Appeal 5709/99 Levin v. Schiller, P.D. 55{4) 925, 937 (2001); Lea
of Civil Appeal 3032/08 Efriam Reich v, Adv. Avner Cohen, in his position as Provisional
Liguidator, {published on Nevo, September 2, 2009). While some of the information the
motion concerns is known to the Functionary, it came into his hands by virtue of his
position; therefore, | see no reason to deviate from the precedent case-law by requiring hi
to file an affidavit. | will add to this that there was no allegation, in the objection in this
regard, of a material defect in the motion that would have required the support of an
affidavit on the part qf the Functionary.

12.10 The Functionary’s attorneys’ fees in the actions he files; | believe that the Shareholders
have no standing to ground their alllegations concerning the attorneys’ fees to be paid to ti
Functionary for conducting a claim against them, considering they are tainted by a confli
of interest. Moreover, preference must be given-to the weight of the creditors and the |
Official Receiver, who confirmed the framework of fees to be paid to the Functionary.

As for its merits; the eligibility for these attorneys’ fees are on the basis of success, whichh
may alleviate from the financing burden that would have existed if the faes were paid
hourly basis. This also incentivizes the Functionary to avoid accruing unnecessary expens!

12.11 Assignment of the claims rights by the Functionary; As stated, | believe that the
Shareholders have no standing with respect to the filing of claims against them, and th
includes the assignment of the creditors’ claims rights against them. The Supreme Court
{Her Hon. Justice Baron) was recently required to address this matter in Civil Appeal
7102/12 JKV BETEILIGUNEGES GmbH v. Moonlight Wireless Ltd. (in liquidation] (publi
on Nevo, September 11, 2017) {the “Moonlight Case”), and her words there are equally. %

relevant to our case:
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“The motion to issue instructions, as well as the Liquidator’s response to the minority

1
2 group’s offer, cancern an authority that is distinct from the investigative authority
3 granted to the Liquidator in the framework of the liquidation proceeding. This is the
4 authority to file claims in the name of the Company, under Section 307(a){1) of the [
5 Companies Ordinance (see Cohen, Vol. A, p. 287-291}. In this regard, as well, the law is I
6 that the appellates are given no right to respond. This has already been determined in : .
7 the primary circuits, and in rulings by single justices in this Court...” ‘
¥
8 See, as well, Civil Appeal 8481/14 Afridar Housing and Development in Israel Ltd, v. Fritzky f
9 {published on Nevo, June 28, 2017), p. 2. '
10 So as not to miss anything, | will add that the objection, on its merits, is also insubstantial, Ag
i* : 11. stated in the Moonlight case, the Functionary has the authority to file claims in the name of " :
: 12 the Company, by virtue of his position, against those who, he reasons, were responsible for
E 13 its collapse. See: Section 307(a){1) of the Companies Law, 5743-1983; the Moonlight case, p.
| 14 22; Civil Appeal 1938/11 The Zohar Construction Tower Ltd. v. Gov Guy Ltd. {published on
! 15 Nevo, December 1, 2011}, p. 10-11. Therefare, it is doubtful whether the Functionary even
F 16 needs an order in this regard, in the framework of the Creditors’ Arrangement,
17 For these reasons, | cannot accept the mation for an explanation of the assignment of rights
, 18 sought by the Shareholders. The Canadian Trustee is the Trustee of the Debtor in
) 19 bankruptcy proceedings he Is currently undergoing. Therefore, to the extent that the Debtor
{ 20 is a potential defendant, the Canadian Trustee is the one to substitute him, and the latter
. 21 should aiso be treated as a potential defendant ~ whereby, naturally, the Trustee would
r 22 have a conflict of interest with the assignment of actionable rights. The Shareholders and
23 the Canadian Directors are also potential defendants, in light of the conclusions of the
24 Functionary’s investigations; therefore, they also should not be allowed to object to the
25 assignment of rights. Moreover, the requested explanation would likely frustrate the filing
26 of a claim against these, or, at least, would serve as an attempt to “fish” for information
27 about the Functionary’s investigations, conclusions and causes of action he intends to use In
28 his claim, This must not be allowed. It is further noted that an assignment of rights is a
29 matter between the assignor of the rights —i.e., the Company’s creditors — and the recipient
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1 of the rights, i.e,, the Functionary; therefore, it is unclear what standing the shareholders
2 have to intervene in this assignment of rights.
3 As for Fachtold’s opposition to the asslgnment of rights:
4 I cannot accept the argument that the Functionary has a conflict of interest, since the
5 Functionary is acting to increase the Company's creditors’ fund, and there is no conilict
6 between his being the Functionary appointed to the Company and his filing of a claim
7 . against those responsible for its collapse — in addition to the precedent rulings | have cited
8 above.
9 As for the claim concerning an overlap between the causes of action in the class action and
10 the Functionary’s causes of action, this concerns an internai disagreement between the
11 creditars, i.e,, between the bondholders represented by the Trustee and between Fachtold,
12 who purports to represent a group of bondholders, The reiations between these are
13 regulated in a series of documents, such as deeds of trust, and are not currently an issue for
14 the insolvency court. All that is required of the insolvency court is to approve the
15 assignment of actionable rights held by the secured creditors, To the extent that thers is a
16 dispute amongst the creditors, they are welcome to deliberate it before the a ppropriate
17 forum.

18  13. | will now discuss the additional motions filed.

13 14. Motion to disburse an interim dividend {Motion 47)

20 As stated, the Functionary filed a separate motion to disburse an interim dividend to the secured
21 creditor amounting to NIS 70 million, and to reimburse the Trustee for NIS 500,000 that he made
22 available to finance the expenses of the proceeding at its inception. The Court was further

23 petitioned to approve leaving the Functionary with a sum of NIS 7 million, to serve as a resource to
24 finance the payment of fees and expenses associated with the claims that will be filed.

25 The confirmation of the Creditors’ Arrangement, one of whose matters pertained to the interim
26 disbursement to the secured creditors, has obviated the need te rule on Moticn 47.

27

15. Moﬁon to order interim attorneys’ fees for the Functionary {Motion 48)
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The Functionary petitions to approve interim attorneys’ fees for him, amounting to NIS 2.5 million
with the addition of VAT, and office expenses amounting to NIS 16,395, plus VAT. The Official
Receiver believes interim attorneys’ fees ought to be ordered for the Functionary in asumof NIS2
million, with added VAT, and that a proper reckoning can be conducted when ordering the final fees,
In the ruling of July 18, 2017, the attorneys’ fees were apprnved in accordance with the Ofﬂ:lal

Recelver's position, as detailed therein.

The Shareholders objected to the sum of the attorneys' fees approved for the Functionary, inter
alia, for the following reasons: The Functibnary stipulated the interim attorneys’ feeson a
disbursement to the secured creditors that has yet to occur; the Functionary took credit for actions
he has not executed; he does not supervise the Canadian Functionaries, and requested attorneys’
fees for matters regarding which he has requested attorneys’ fees separately, such as Fachtold's
class action; most of the Functionary’s actions are immaterial, and consist of tracking and reporting
to the Court; the Functionary’s actions did not exceed regular functionary activity; the Functionary
did not detail the estimated final attorneys’ fees, in contravention of Regulation 14 of the
Companies Regulations (Rules concerning Appointment of Receivers and Liguidators and their Feas),
5741-1981 {the “Fees Regulations”}; the Functionary did not perform disbursements to all of the
types of creditors, as required in Regulation 8A of the Fees Regulations; the fees should be limited
owing to the fact that the Functionary performed unnecessary actions and repeated actions taken
by other functionaries, in accordance with Regulation 13 of the Fees Regulations; the Functionary is
not entitled to payment for asset liquidations, since he is not authorized to liquidate the Company’s
assets, as stated in Regulation 8{A) of the Fees Regulations, and he is not entitled te payment for
managing them, since he did not perform any managemaent actions, as stated in Regulation 7{A) of
the Fees Regulations; the Functionary did not attach an affidavit; financial statement or references

O~ O bh bW B

for hours of work, in contravention of Regulation 6 of the Fees Regulations.

The Functionary disputes the position of the Shareholders. He argues that the interim attorneys’
fees have already been approved by the Court. The Shareholders have not displayed a change in
circumstances that justifies reopening the Court’s decision. As for the merits of the arguments, the
Functionary claims his request for attorneys’ fees meets the requirements of the Fees Regulations,
since it was approved by the Official Receiver. The Functionary further emphasizes that the interim
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1 attorneys’ fees he requested are not calculated according to Regulation 8A of the Faes Regulations,

2 but rather, on account of the final fees that will be ordered.

3 The Shareholders argue that the Functionary, in his motion to approve interim attorneys’ fees,

4 sought interim éttorneys' fees in the wake of a disbursement to the secured creditor under

5 Regulation 8A of the Fees Regulations, while in his response to.the Shareholders, he claims that the

6 attorneys’ fees are on account of the final fees that will be ordered.

7 15.1 The attorneys’ fees ordered for the Functionary are only attorneys’ fees on account of the

8 ﬁna.l fees, and de not represent the final fees. In cases involving the vast scope of work

9 required of the Functionary as in the framework of this proceeding, it is customary to pay an
10 advance on account of the final fees, and not to wait for the conclusion of the proceeding to
11 order the fees in their entirety. The rationale for this approach is s that the Functionary is
12 not required to finance the expenses of the proceeding from his own pocket. In
13 consideration of the foregoing, | saw no need to consider the arguments on their merits, and
14 these will be examined, if necessary, at the conclusion of the proceeding, when determining
15 the final fees of the Functionary. '
16 Moreover, the facts that have accumulated until now, and the scope of the present
17 disbursement amounting to NIS 70 million, on top of which further disbursements will be
18 added, indicate that the final fees that will be paid to the Functionary in accordance with the
19 Fees Regulations exceed the sum of the interim fees; therefore, i see no reason to grant the
20 motion.
21 15.2  Another reason to dismiss the arguments of the Shareholders is that the secured creditors
22 did not oppose the Functionary's motion for interim attorneys’ fees. To be clear, the secured
23 creditors are the ones directly impacted by the granting of interim attorneys’ fees to the
24 Functionary, since this derogates from the sum of their debt that they will receive; whereas
25 the Shareholders are deferred creditors in any event,
26  16. Motion to certify continued representation of the Company in the class action by the Functionary,
27 and his attorneys’ fees {Motion 50}
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1 The Functionary requests to be granted, with the consent of the Official Receiver, 150 additional
2 hours to conduct the Company's defense in the class action filed by Fachtold.
3 The Shareholders opposed the Functionary’s motion, with their main arguments being as follows: no
4 affidavit was filed with the motion; the scope of hours requested is expected to exceed the term of
5 the Functionary’s appointment, which is set to expire on October 11, 2017 —therefore, it is
6 requested to limit the attorneys’ fees up until the date the appointment expires, and stipulate them
7 on the extension of the appointment, along with setting a ceiling for the attorneys’ fees; actlons
g taken in this proceeding by the Functionary may become mixed with actions taken by the
9 Functionary in the framework of the class action —therefore, a detailed affidavit is sought regarding
10 all of the actions taken by the Functionary; the hours detailed in the motion do not include the work
11 hours of Adv, Gissin - therefore, an accounting of these hours is requested, as well as whether or
12 not attorneys’ fees will be sought for them.
13 The Functionary disputes the position of the Sharehoiders. The Functionary noted that the Court has
14 approved his representation of the Company in the class action irrespective of the extension of the
15 apbointment, and that each hour of work is examined by the Official Receiver; the Functionary
16 further stressed that the motion was approved by the Official Receiver after the latter approved the
17 table of hours attached to the motion. The Functionary argues that, to the extent that the Creditors’
18 Arrangement is approved, his appointment wili be extended regardless.
19 16.1 1did not see fit to accept the arguments of the Shareholders;
20 Since the Creditors’ Arrangement was confirmed, the appointment of the Functionary is
21 extended, and he will continue to represent the Company in the class action proceeding filed
22 by Fachtold as well. ‘
23 I found no substance in the allegations made by the Shareholders concerning the actions of
24 the Functionary, since the Functionary’s actions are regulated, examined, and approved by
25 the Official Recelver, and, as stated, the motion was filed with the consent of the Official
26 Receiver, The Shareholders did not indicate any reason to doubt the findings of such
27 examinations.
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It seems like the Shareholders’ main rationale is an unfouﬁded concern that the
Functionary's actions in the insolvency proceeding will become mixed with his actions in the
class action proceeding. However, as stated, this concern is unfounded, and | have found na
reason to doubt the Official Receiver’'s examinations. Certainly, considering we are dealing
with two entirely distinct legal fields, beyond involving the same Company, it is unclear what
sort of overlap could occur between the actions undertaken in the two proceedings.

17. In conclusion

A verdict is hereby granted dismissing the oppositions to the motion to confirm the Creditors’
Arrangement, and | certify it, as detailed above. | hereby appoint Adv. Guy Gissin as Trustee in the
execution of the Creditors’ Arrangement, who will act to implement the provisions of the Creditors’
Arrangement, as detailed therein, including through the disbursement of the dividend to the
creditors, and as stated in the ruling.

The Trustee for the execution of the Creditors’ Arrangement shall postpone, at this stage, the
disbursement of a dividend amounting to NIS 13 million, at the request of the creditor Fachtold,
subject to Fachtold signing a personal undertaking to secure the damage that may be caused as a
result of such postponement, should any such be caused, and as detailed in the ruling. This should
be done no later than October 15, 2017,

The Canadian Directors reserve the right to undertake appeals proceedings with respect to the
dismissal of their debt claim, to the extent that the deadiine for its filing has not passed, and subject
to any other law.

The Canadian Trustee and the Shareholders, jointly and severally, shall bear the expenses of the
proceeding, amounting to NIS 23,400 to the Functionary, NIS 8,190 to the Bondhoiders’ Trustee and
NIS 7,000 to the Official Receiver. -

The clerk shall scan the verdict and the rulings in Motions 42, 47, 4é and 50.

The clerk shall send the verdict and rulings to the parties.

Granted today, Tishrei 6, 5778, Septembear 26, 2017, in absentia of the parties.

fSignature]
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1 Eitan Orenstein, President
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