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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

NOTICE OF MOTION

THE APPLICANTS will make a motion before Mr. Justice Myers sitting as a Judge of
the Ontario Superior Court of Justice (Commercial List) (the “Court”), on Wednesday, January
24,2018 at 10:00 am, or as soon after that time as the motion can be heard, at 130 Queen Street:

West, Toronto, Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard orally.
THE MOTION IS FOR:
1. an Order substantially in the form attached at Tab 3 of the Motion Record, inter alia:

(a) abridging the time for service of this Notice of Motion and the Motion Record so
that the motion is properly returnable on January 24, 2018, and dispensing with

service on any persons other than those served;

(b) extending the Stay Period (as defined in paragraph 17 of the Initial Order (as
defined herein)) until and including April 30, 2018;
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(@ approving the twenty-first report of KSV Kofman Inc. (the “Monitor™), in its
capacity as Court-appointed Monitor, dated January 18, 2018 and the Monitor’s
activities described therein (the “Twenty-First Report”); |

(d approving‘the fees and disbursements of (i) the Monitor, for the period of October
1, 2017 to December 31, 2017; and (ii) the Monitor’s counsel, Davies 4Ward
Phillips & Vineberg LLP, for the period of October 1, 2017 to December 31,
2017; and

(e) such other and further relief as counsel may request and this Honourable Court

may allow.
THE GROUNDS FOR THE MOTION ARE:

capitalized terms not otherwise defined herein have the meaning given to them in the

Initial Order (as defined herein);

each of the Urbancorp CCAA Entities, other than Urbancorp Toronto Management Inc.
(“UTMI”), were involved in the management and development of real estate projects
across the greater Toronto area while UTMI provided back office administrative and

management services to the Urbancorp CCAA Entities;

the Urbancorp CCAA Entities other than UTMI have no employees and their only assets
are certain real estate projects in which they hold an interest as well as certain rental

properties and geothermal assets;

the Urbancorp CCAA Entities were granted protection from their creditors under the
Companies’ Creditors Arrangement Act (Canada) (the “CCAA”), pursuant to the Initial
Order of the Honourable Mr. Justice Newbould dated May 18, 2016 (the “Initial
Order”); |
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11.

12.

13.

14.

15.
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KSV Kofman Inc. was appointed in the Initial Order to act as the Monitor (the
“Monitovr”) in these CCAA proceedings;

the Initial Order granted, among other things, a stay of proceedings until June 17, 2016,

or such later date as this Honourable Court may order;

pursuant to the most recent extension Order dated October 30, 2017, the Court extended

~ the Stay Period until January 31, 2018;

extending the Stay Period will provide the Monitor with the necessary time to, among
other things, consider how best to realize upon the Urbancorp CCAA Entities’ remaining
assets and to address any outstanding issues arising from the Court-approved claims

process, including but not limited to any additional distributions to creditors;

the cash-flow statements prepared by the Monitor indicate that the Applicants will have

sufficient cash to fund these p'roceedings for the proposed extended Stay Period,

at all material times, the Urbancorp CCAA Entities have been acting, and continue to act,

in good faith and with due diligence in these CCAA proceedings;

it is just and convenient and in the interests of the Urbancorp CCAA Entities and their
respective stakeholders that the requested Order be granted and the Stay Period be

extended;
the extension of the Stay Period is supported by the Monitor;

taking into account the overall value of the services provided by the Monitor and its
counsel to date, the fees and disbursements .of the Monitor and its counsel are fair and

reasonable in the circumstances;

the Monitor has reviewed the bills of its counsel and is of the opinion that the services

have been duly authorized and rendered and the charges are reasonable;
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16. such further and 6ther grounds as set out in the Twenty-First Report;

17.  Section 11.2 of the CCAA and the inherent and equifable jurisdiction of this Honourable

Court thereunder; and

18. Rules 1.04, 1.05, 2.01, 2.03, 16 and 37 of the Rules of Civil Procedure, R.R.O 1990, Reg.
+ 194, as amended, and section 106 of the Ontario Courts of Justice Act, R.S.0 1990, c.
C.43, as amended.

AND FURTHER TAKE NOTICE that the following materials will be filed in support

of this épplication, namely:
(@  the Twenty-First Report; and

(b) such further and other material as counsel may advise and this Hdnourable Court

may allow.

DLA PIPER (CANADA) LLP

1 First Canadian Place, Suite 6000
100 King Street West

Toronto, ON MS5X 1E2

Edmond F.B. Lamek (LSUC No. 33338U)
Direct Tel:  416.365.4444

Direct Fax:  416.369.7945

Email: edmond.lamek@dlapiper.com

Danny M. Nunes (LSUC No. 53802D)
Direct Tel:  416.365.3421

‘Direct Fax:  416.369.7945

Email: danny.nunes@dlapiper.com

Lawyers for the Urbancorp CCAA Entities
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SCHEDULE “A”

List of Non Applicant Affilliates

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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Twenty-First Report to Court of

KSV Kofman Inc. as CCAA Monitor 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. and the Affiliated Entities Listed in
Schedule “A” Hereto

and

Twelfth Report to Court of KSV Kofman
Inc. as CCAA Monitor of Urbancorp
(Woodbine) Inc., Urbancorp (Bridlepath)
Inc., The Townhouses of Hogg’s Hollow
Inc., King Towns Inc., Newtowns at
Kingtowns Inc., Deaja Partner (Bay) Inc.,
and TCC/Urbancorp (Bay) Limited
Partnership |
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. 1.0 Introduction

1. On April 21, 2016, Urbancorp (St. Clair Village) Inc. (“St. Clair"), Urbancorp (Patricia)
Inc. (“Patricia”), Urbancorp (Mallow) Inc. (“Mallow”), Urbancorp Downsview Park
Development Inc. (“Downsview”), Urbancorp (Lawrence) Inc. (‘Lawrence”) and
Urbancorp Toronto Management Inc. (‘UTMI”) each filed a Notice of Intention to Make
a Proposal (“NOI”) pursuant to Section 50.4(1) of the Bankruptcy and Insolvency Act,
R.S.C. 1985, c. B-3, as amended (collectively, St. Clair, Patricia, Mallow, Downsview,
Lawrence and UTM! are referred to as the “NOI Entities”). KSV Kofman Inc. ("KSV")
was appointed as the Proposal Trustee of each of the Companies.

2. Pursuant to an Order made by the Ontario Superior Court of Justice (Commercial List)
(the “Court”) dated May 18, 2016 (the “Initial Order”), the NOI Entities, together with
the entities listed on Schedule “A” attached (collectively, the "Cumberland CCAA
Entities" and each a “Cumberland CCAA Entity”), were granted protection under the
Companies’ Creditors Arrangement Act (the “CCAA”") and KSV was appomted monitor
of the Cumberland CCAA Entities (the “Monitor”).

3. Certain Cumberland CCAA Entities' are known direct or indirect wholly-owned
subsidiaries. of Urbancorp Cumberland 1 LP (“Cumberland”). Collectively,
Cumberland and its direct and indirect subsidiaries are the “Cumberland Entities” and
each individually is a “Cumberland Entity”. Each Cumberland Entity is a nominee for
Cumberland and, as such, the assets and liabilities of the Cumberland Entities are
assets and liabilities of Cumberland. The remaining Cumberland CCAA Entities?,
other than UTMI, are directly or indirectly wholly owned by Urbancorp Inc. (‘UCI?)
(collectively, the “Non-Cumberland Entities”). The corporate chart for the Cumberland
CCAA Entities and the Non-Cumberland Entities is provided in Appendix “A”. '

4, On April 25, 20186, the District Court in Tel Aviv-Yafo, Israel issued a decision
appointing Guy Gissin as the functionary officer and foreign representative (the
‘Foreign Representative”) of UCI and granting him certain powers, authorities and
responsibilities over UCI (the “Israeli Proceedings”).

5. On May 18, 2016, the Court issued two orders under Part IV of the CCAA which:
a)  recognized the Israeli Proceedings as a “foreign main proceeding”; |
b)  recognized Mr. Gissin as Foreign Representative of UCI; and
¢c)  appointed KSV as the Information Officer.
6. On April 25, 2016, Urbancofp (Wobdbine) Inc. (*Woodbine®) and . Urbancorp

(Bridlepath) Inc. (“Bridlepath”) each filed a NOI. KSV was appointed as the Proposal
Trustee of each of Bridlepath and Woodbine.

' St. Clair,, Patricia, Mallow, Lawrence, Urbancorp (952 Queen West) Inc., King Residential Inc., Urbancorp 60 St. Clair Inc., High
Res. Inc., Urbancorp Partner (King South) inc., Urbancorp (North Side) Inc. and Bridge on King Inc.

2 Vestaco Homes Inc., Vestaco Investments Inc., Urbancorp Power Holdings Inc., UTMI, Downsview, 228 Queens Quay West
Limited, Urbancorp Residential Inc., Urbancorp Realtyco Inc., Urbancorp Cumberland 1 GP Inc.
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7. Pursuant to an order made by the Court dated October 18, 2016, TCC/Urbancorp
(Bay) Limited Partnership (“Bay LP"), Bridlepath and Woodbine and the entities listed
on Schedule “B” (collectively, the “Bay CCAA Entities”, and together with the
Cumberland CCAA Entities, the “CCAA Entities”) were granted protection in a
separate CCAA proceeding and KSV was appointed Monitor of the Bay CCAA
Entities.

8.  Each Bay CCAA Entity is a wholly owned subsidiary of Bay LP, except Deaja Partner
(Bay) Inc. Each of Bay LP’s subsidiaries is a nominee for Bay LP and, as such, their
assets and liabilities are assets and liabilities of Bay LP. The corporate chart for the
Bay CCAA Entities is provided in Appendix “B”.

9.  On October 30, 2017, the Court issued orders extehding the stay of proceedings for
the Cumberland CCAA Entities and the Bay CCAA Entities to January 31, 2018.

1.1  Purposes of this Report
1. The purposes of this report (“Report”) are to:
a)  provide an update on the CCAA proceedings;

b) summarize a Standstill Amending Agreement (the “Standstill Amending
Agreement”) among the Monitor, King Liberty North Corporation (“KLNC”),
Urbancorp New Kings Inc. (“UNKI") and First Capital (S.C.) Corporation
(“FCSCC”) (collectively, the “Standstill Parties”) in respect of a development
located at 1100 King Street West, Toronto (the “Kingsclub Development”);

c) report on the consolidated cash flow projections of the Cumberland CCAA
Entities and of the Bay CCAA Entitles for the period February 1, 2018 to April 30,
2018 ("Cash-Flow Statements”);

d) summarize and seek approval of the fees and expenses of KSV, as Monitor of
the CCAA Entities, and the Monitor’s counsel, Davies Ward Phillips & Vineberg
LLP (*Davies”), for the periods referenced in the attached Fee Affidavits; and

e) recommend that the Court issue orders:
i. approving the Standstill Amending Agreement;

ii. granting an extension of the stay of proceedings for the CCAA Entities to
April 30, 2018; and

iii. approving the fees and disbursements of the Monitor and Davies, as
detailed in this Report.

1.2 Currency

1. All currency references in this Report are to Canadian dollars.
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1.3 Restrictions

1. In preparing this Report, the Monitor has relied upon unaudited financial information
of the CCAA Entities, the books and records of the CCAA Entities and discussions
with representatives of the CCAA Entities. The Monitor has not performed an audit
or other verification of such information. The financial information discussed herein is
subject to further review. The Monitor expresses no- opinion or other form of
assurance with respect to the financial information presented in this Report.

2. An examination of the CCAA Entities’ Cash Flow Statements as outlined in the
Chartered Professional Accountant Canada Handbook has not been
performed. Future oriented financial information relied upon in this Report is based
upon the CCAA Entities’ assumptions regarding future events; actual results achieved
may vary from this information and these variations may be material.

2.0 Background

1. The CCAA Entities, together with several affiliates, comprise the Urbancorp Group of

~ Companies (collectively, the “Urbancorp Group”). The Urbancorp Group primarily

engaged in the development, construction and sale of residential properties in the
Greater Toronto Area. The Urbancorp Group also owns geothermal assets.

2.1 Urbancorp Inc.

1. UCI was incorporated on June 19, 2015 for the purpose of raising debt in the public
markets in Israel. Pursuant to a Deed of Trust dated December 7, 2015, UCI made a
public offering of debentures (the “IPO”) in Israel of NIS180,583,000 (approximately
$64 million based on the exchange rate at the time of the IPO) (the “Debentures”).

2. From the monies raised under the IPO, UCI made unsecured loans (the “Shareholder

’ Loans”) totalling approximately $46 million to each of the NOI Entities (other than
UTMI) so that these entities could repay loan obligations owing at the time. The loan
agreements in respect of the Shareholder Loans set out that repayment of the
Shareholder Loans is subordinate to certain other obligations of the NOI Entities (the
“Permitted Obligations™). '

3.0 Update on CCAA Proceedings

3.1 Cumberiand Entities — Distributions and Disputed Claims

1. .On June 27, 2017, the Court made an order authorizing and directing the Monitor to -
pay in full the amounts owing to creditors with admitted claims against the
Cumberland Entities, other than UCI, which received a partial distribution. On
November 22, 2017, the Court made an order authorizing and directing the Monitor
to make a further distribution to UCI in the amount of $750,000. A summary of the
distributions to the Cumberland Entities’ creditors, including to UCI, the remaining
unpaid claims and disputed claims is provided in the table below.

ksv advisory inc. Page 4



($000s; unaudited) Total Unpaid Total

~ Admitted Admitted Disputed
Claims Distribution Claims claims
UCI (Shareholder Loans) 36,968°% 30,146 6,822 -
Other. creditors 13,510 13,510 - 11,994
50,478 43,656 6,822 11,994

2. As the repayment of the Shareholder Loans is subordinated to the repayment of the
Permitted Obligations, UCI was required to assign its distributions to those creditors
that have claims for Permitted Obligations until those creditors’ claims were repaid in
full. Since the remaining admitted unsecured claims were relatively insignificant, the
Foreign Representative subordinated repayment of the Shareholder Loans to all
currently admitted claims against the Cumberland Entities (but not to any currently
disputed claims) such that all currently admitted claims have been repaid in full.
Approximately $6.8 million of UCI’s claim-against the Cumberland Entities remains
unpaid. ' :

3. The Monitor has issued disallowance notices to several claimants of the Cumberland
Entities. The Monitor has reserved for the full amount of the disputed claims. Set out
below is a summary of the claimants who have disputed the disallowance notices.

($000s; uhaudited) » .
Claimant = Amount

Travelers Insurance Company of Canada (“Travelers”) 4,404
Tarion Warranty Corporation (“Tarion”) ' 2,787
Employee Claims : 2,456
Speedy Electrical Contractors Ltd. (“Speedy”) 2,324
Other 23

) 11,994

4.  The following is an update on the Cumberland disputed claims:

a)  Travelers - the majority of this claim relates to a guarantee made by High Res
Inc., a Cumberland CCAA Entity, for a bond provided by Travelers to Tarion in
respect of a project being developed by Urbancorp (Leslieville) Inc.
(“Leslieville™). Leslieville is subject to receivership proceedings in which Alvarez
& Marsal Canada Inc. (“A&M") is the Court appointed receiver. The actual
exposure under the guarantee, if any, will be determined once the Leslieville
project is completed and all residential units are sold. The Monitor corresponded
with A&M on January 13, 2018 and A&M advised that all residential units are
expected to be sold and ready for occupation by Spring, 2018.

* UC! also has a claim for Shareholder Loans against Downsview.
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b)  Tarion — the Monitor continues to have discussions with Tarion and expects to
' bring a motion shortly to approve a settlement to resolve the majority of Tarion’s
claims. The Monitor and Tarion have been unable to resolve approximately $1.4
- million of Tarion’s claims relating to delayed occupancy compensation. Delayed
occupancy compensation is paid by Tarion to home buyers if occupancy of their
home is delayed beyond the outside date in their purchase agreements. In the
case of the CCAA Entities, the delayed occupancy claims are in respect of
projects that were never built or occupied. The Monitor, in consultation with the
Foreign Representative, intends to have this portion of Tarion's claim decided

by the Court. '

c) Employee Claims — these claims relate to two former employees of UTMI, who
have filed common employer claims against the CCAA Entities.

i. Employee 1: this claim js for approximately $2.1 million. The employee
asserts that she is entitled to severance and termination pay against the
CCAA Entities, as well as a contractual profit participation claim on the
Urbancorp Group’s projects. Until recently, the employee’s legal counsel
had advised the Monitor that the employee was ill and unable to advance
the claim. The Monitor understands that the employee is now able to move
forward to try to resolve its claim. In this regard, the Monitor has
commenced discussions with the employee’s legal counsel.

ii. Employee 2: this claim is for approximately $400,000. The employee
asserts that she is entitled to, infer alia, severance pay, termination pay,
unpaid vacation pay and legal fees against the CCAA Entities. The
Monitor and counsel for the employee have been working to settle this
claim; however, to-date, those discussions have been unsuccessful. A
motion has been scheduled to be heard on March 13, 2018 to have this
claim determined by the Court. In the meantime, settlement discussions
continue. '

d)  Speedy Electrical Contractors Inc. (“Speedy”) - Speedy filed a secured claim in
the amount of $2,323,638 against King Residential Inc. (“KRI”), a Cumberland
CCAA Entity. The Speedy Claim is based on a guarantee provided by KRI for
liabilities owing by Alan Saskin in the amount of $1,284,727 and Edge on
Triangle Parking Inc., an affiliated entity, in the amount of $1,038,911. The
Monitor has been unable to determine if KRI received any consideration for
providing the secured guarantee.” The claim was disallowed on the basis that
the transaction could be voidable as a transfer at undervalue, and, in addition,
voidable as a fraudulent conveyance or preference. The Monitor anticipates
that a motion will be required in the near term to have this matter resolved.

* Other than $2
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3.2 Bay Entities — Distributions and Disputed Claims

1. OnJune 27, 2017, the Court made an order authorizing and directing the Monitor to
pay a 33% dividend to creditors with admitted claims against the Bay CCAA Entities.
At that time, the Monitor was unable to recommend that it make any additional
distributions due to claims filed by Terra Firma Capltal Corporation (“TFCC”) and UCI,
WhICh the Monitor has disputed.

2. On November 30, 2017, the Court made an order authorizing and directing the
Monitor to pay in full all admitted claims, other than intercompany claims. The order
was made on the consent of TFCC and UCI.

3. Asummary of the distributions to the Bay Entities’ creditors and the remaining unpaid
claims is provided in the table below.

($000s; unaudited) Total Unpaid Total
Admitted Admitted Disputed
Claims Distribution Claims claims
TFCC 718 716 - 10,014
Other third party creditors 7,445 7,445 - 3,172
Other intercompany creditors 1,154 381 773 -
9,315 8,542 773 13,186

4. The Monitor has issued disallowance notices to several claimants of the Bay CCAA
Entities. The Monitor has reserved funds for the disputed claims. Set out below is a
summary of the claimants who have disputed the disallowance notices.

(unaudited; $000)

Claimant Amount
Secured Claim
TFCC (principal, interest and cost reserve) 10,014
Unsecured Claims
Employee Claims 2,456
Tarion 7186
3,172
Total Disputed Claims 13,186
5. In addition to the disputed claims set out above, the Foreign Representative, on behalf

of UCI, has filed a motion to late file a claim of $8 million on the basis of
misrepresentation and negligent misrepresentation in connection with promissory
notes totalling $8 million that were issued by Bay LP; the Court previously issued a
decision confirming the Monitor's disallowance of UCI’s claim for the amounts owing
under the promissory notes.
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6. TFCC’s disputed claim relates to a loan provided by TFCC to Urbancorp Holdco Inc.,
the parent company of UCI, which was guaranteed by, among others, Bay LP,
Woodbine and Bridlepath. As security for the guarantee, Woodbine and Bridlepath
granted mortgages to TFCC on real property registered as being owned by Woodbine
and Bridlepath. The Monitor has been unable to determine if Bay LP, Bridlepath or
Woodbine received any consideration for providing the secured guarantee. The claim
was disallowed on the basis that the transaction could be voidable as a transfer at
undervalue, and, in addition, voidable as a fraudulent conveyance or preference. A
motion to resolve TFCC's claim was originally scheduled to be heard on September
5, 2017. It was adjourned on consent to October 19, 2017. On October 12, 2017,
legal counsel to TFCC advised the Monitor that it was seeking an adjournment of the
motion sine die to provide additional time to finalize a settlement between TFCC and
the Foreign Representative which, among other things, could resolve the TFCC
disputed claim against Bay LP, Bridlepath and Woodbine. For additional details
regarding TFCC’s claim, refer to the Tenth Report of the Bay Monitor dated July 25,
2017, which is available on the”  Monitor's website at:
http://www ksvadvisory.com/insolvency-cases/urbancorp-group/.

7. TFCC and the Foreign Representative continue to negotiate a settlement of their
claims against Bay LP. The Monitor is not involved in those negotiations. The Monitor
has advised the Foreign Representative and TFCC that any settlement of their claims
against the Bay CCAA Entities requires Court approval on notice to all affected
stakeholders.

8.  The Monitor continues to follow up regularly with legal counsel to TFCC and the
Foreign Representative regarding the status of their settlement discussions. On
January 9, 2018, the Monitor’s legal counsel, Davies, corresponded with TFCC'’s legal
counsel which advised that the parties require additional time to continue their
negotiations. The Monitor is of the view that this matter should be resolved shortly,
failing which it should proceed with a determination of TFCC’s claim and UCI’s late
filed claim.

3.3 Geothermal Assets

1. Certain of the Cumberland CCAA Entities have an interest in geothermal assets
located at four condominiums developed by entities in the Urbancorp Group of
Companies (collectively, the “Geothermal Assets”).

2. Pursuant to energy supply agreements, each condominium corporation (collectively,
the “Condo Corporations”) is required to pay Urbancorp Renewable Power Inc.
(“URPI") for the supply of the geothermal energy (the “Supply Agreements”). URPI is
neither a subsidiary of UCI nor is it subject to CCAA proceedings. The Monitor
understands that URPI is owned by Alan Saskin. URPI is required to pay the revenue

_it receives from the Condo Corporations to the Urbancorp entity that holds the
geothermal energy system, net of a management fee of approximately 3% payable to
URPI and other costs (such as repairs and maintenance costs).
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3. . The registered owners of the geothermal energy systems appear to be Vestaco
‘Homes Inc. (Bridge Condo), Vestaco Investments Inc. (Curve Condo) and 228
Queen’s Quay West Ltd. (Edge Condo), each of which is a Cumberland CCAA Entity.

4, The registered owner of the Fuzion Condo geothermal energy system appears to be
Urbancorp New Kings Inc. (“UNKI") and Urbancorp Management Inc., each as to 50%
and each of which is not subject to CCAA proceedings.

5. The Fuller Landau Group Inc. (“Fuller Landau”), in its capacity as Monitor of certain
of the other entities in the Urbancorp Group of Companies, including Edge Residential
Inc., Edge on Triangle Park Inc. and Bosvest Inc. (collectively, the “Edge
Companies”), has indicated that the Edge Companies may have an interest in the
Edge geothermal system. '

6. The Bridge and Fuzion Condo Corporations have failed to make payments to URPI
under their supply agreements since March 2016. The Edge Condo Corporation has
failed to make payments to URPI under its supply agreement since April 2016.° The
receivables owing to URPI from the Bridge, Fuzion and Edge Condo Corporations
total approximately $3.9 million as of December 31, 2017. The Monitor understands
that the Condo Corporations have been paying a portion of the receivables into their
lawyer’s trust accounts.

7. -~ URPI has engaged counsel to litigate against the Condo Corporations for, inter alia,
failure to pay the amounts owed under the Supply Agreements. The Condo
Corporations have filed cross claims alleging, inter alia, that certain of the Geothermal
Assets require repairs and that the Condo Corporations are paying more for heating
and cooling than traditional energy sources. A trial date has not been scheduled.

8.  The Monitor has reviewed the expert reports issued by consultants to URPI and the
relevant Condo Corporations. In order to establish an independent opinion and
potentially assist in settling the geothermal litigation, the Monitor retained a consultant,
Beatty Geothermal Inc. (“Beatty”), to review various issues in the litigation. The
consultant has provided the Monitor with interim findings in a preliminary report.
Beatty has not completed the full scope of.its mandate. The consultant’s final report
is expected by the end of February 2018.

9.  The Monitor understands that the Condo Corporation for Curve alleges that it
exercised a right to purchase its geothermal system, and, accordingly, is no longer
making any payments to URPI. No payment has been received in connection with
the alleged purchase. ‘A further Court hearing may be required to deal with URPI's
claim against Curve.

10. Once the litigation is resolved, the Monitor intends to work with Fuller Landau and
other affected stakeholders to sell the Geothermal Assets..

5 On August 30, 20186, the Edge Condo Corporation made a $260,000 partial payment to URP in respect of amounts owing.
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3.3.1 URPI Loan Facility

1. URPI has no revenue because it has not been receiving payments from the Condo
Corporations. URPI filed two claims against the Cumberland Entities totaling
$580,000. Both were admitted. Rather than making a distribution directly to URPI,
the Monitor reached an agreement with URPI that it would fund maintenance costs
associated with the Geothermal Assets and the costs of the geothermal litigation from
URPI's distribution. To date, approximately $507,000 has been paid from URPI's
distribution in respect of these costs.

2. On November 22, 2017, the Court approved a loan facility in the amount of $500,000
between Cumberland, as lender, and URPI, as borrower. The purpose of the facility
is to fund the litigation and potential repairs for the Geothermal Assets after the
distributions on URPI's claim have been exhausted. No amounts have been funded
under this facility as of the date of this Report.

3.4 Condominium Sale Procéss

1. On December 14, 2016, the Court issued an order (the “Sale Process Order”)
approving a sale process for 28 Residential Units held by URI and KRIs. Pursuant to
the Sale Process Order, Brad J. Lamb Realty Inc. (“Brad Lamb Realty”) is marketing
the Residential Units for sale. ‘

2. On January 27, 2017, the Court issued an order, as amended and restated on
March 14, 2017 and September 13, 2017 (the “Approval and Vesting Order”), which
authorized the Monitor to enter into a form of sale agreement for each of the respective
Residential Units as each is sold and, upon the delivery of a Monitor's certificate
concerning any sale, vested the Residential Unit pertaining to the relevant sale
agreement in and to the purchaser free and clear of related scheduled encumbrances.

3. On November 30, 2017, the Court issued an additional vesting order ancillary to the
Approval and Vesting Order in order to be able to sell and convey parking units, locker
units and bike storage units for which URI or KRl is the registered owner.

4. Since the commencement of the sale process, the Monitor has closed twenty
transactions for the Residential Units.” A summary of the net proceeds from the
transactions is provided in the table below.

($000's; No. of Gross Net
unaudited) units sold Proceeds Mortgages Costs® Proceeds
KRI 9 3,645 1,823 253 1,469
URI 11 4,437 2,726 314 1,397

20 7,982 4,549 567 2,866

% URl and KRI are nominee companies for Urbancorp Realty Co. and Urbancorp Cumberland 1 LP, respectively.
7 Including five parking spots and four lockers.
% Includes professional fees of $10,000 per unit and broker fees.
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5. All of the Residential Units are vacant. Brad Lamb Realty is presently marketing two
Residential Units at a time. The net proceeds from the remaining Residential Units
are projected to be approximately $1.5 million.

3.5 Urbancorp New Kings Inc.

1. The Kingsclub Development is a significant project located in Toronto. It is presently
under construction and is to consist of retail space, residential space and parking. The
development is scheduled to be completed by the end of 2018.

2. Each of KLNC and UNKI own 50% of the retail component of the development.
Pursuant to agreements between KLNC and UNKI, KLNC has the right to purchase
UNKI's interest in the retail component. Cumberland is the shareholder of UNKI.
UNKI appears to be a nominee for Cumberland. UNKI is not subject to the CCAA
proceedings.

3. The residential component of the Kingsclub Development was originally owned by
KLNC (50%) and UNKI (50%). On July 28, 2015, KLNC and UNKI sold one-third of
the residential component to CAPREIT Limited Partnership (‘CAPREIT”), such that
KLNC, UNKI and CAPREIT each now have a one-third interest in the residential
component of the development.

4, Pursuant to the Initial Order, Robert Kofman, the President of KSV and the person
with oversight of these proceedings on behalf of the Monitor, or such representative
of K8V as Mr. Kofman may designate in writing from time to time, was appointed to
the management committee of the Kingsclub Development (the “Management
Committee”).

5.  As of November 13, 2017, UNKI and KLNC had borrowed approximately $191.4
million in connection with the financing of the Kingsclub Development, consisting of
an approximately $69.5 million loan from FCSCC and $121.9 million from Bank of
Nova Scotia. As of the date of this Report, UNKI has alsc borrowed from KLNC
approximately $13.1 million to fund capital cost increases (the “Capital Contribution
Loans”).

3.56.1 Standstill Agreement

1. On September 30, 2016, the Management Committee of the Kingsclub Development
authorized additional costs for the Kingsclub Development in the amount of $24.7
million, which were required to be funded equally by KLNC and UNKI (the “2016 Cost
Increase”). The Cumberland CCAA Entities and/or UNKI were not in a position to
fund the 2016 Cost Increase.

2. At the time of the 2016 Cost increase, options were considered to monetize UNKI's
interest in the Kingsclub Development, including a sale process for UNKI’s interest in
the development. Efforts to commence a sale process, particularly in the context of
an insolvency process, could have disrupted the project, with an uncertain result.

3.  After consideration, the Monitor determined that it was appropriate to enter into the
standstill agreement so that the project could continue to be developed without
disruption (the “Standstill Agreement”).

ksv advisory inc. Page 11



4, Pursuant to the terms of the Standstill Agreement, inter alia:

a)  KLNC funded UNKI's portion of the 2016 Cost Increase under the Capital
Contribution Loan;®

b)  UNKI agreed not to seek: i) creditor protection; and/or ii) to terminate any
material contracts in respect of the Kingsclub Development; and

-¢)  The Standstill Agreement would terminate and UNKI could commence formal
insolvency proceedings if UNKI was required to make additional capital
contributions and KLNC and FCSCC (jointly, the “FCR Lenders”) falled to
increase the Cadpital Contr!butlon Loan.

5. A copy of the Standstill Agreement is attached as Appendix “C". A summary of the
material terms of the Standstill Agreement is provided in the Monitor's Tenth Report
to Court dated December 9, 2016 (the “Tenth Report”). A copy of the Tenth Report
is attached as Appendix “D”, without appendices.

6. On December 14, 2016, the Court approved the Standstill Agreement.
3.5.2 Standstill Amending Agreement

1. The Kingsclub Development continues to incur cost overruns. Accordingly, on
- October 30, 2017, the Management Committee authorized an increase in the budget

to fund further costs for the Kingsclub Development in the amount of approximately
$43.8 million (the “2017 Cost Increase”), which are also required to be funded equally

by KLNC and UNKI. UNKI remains unable to fund its portion of the cost overruns and
KLNC and/or FCSCC have agreed to loan UNKI monies sufficient for UNKI to fund

this obligation, provided UNKI enters into an amendment of the Standstill Agreement.

2. On November 30 2017, the Standstill Parties executed the Standstill Amending
Agreement. Under the Standstill Amending Agreement, KLNC has agreed to advance
UNKI's portion of the 2017 Cost Increase; the other material provisions of the
Standstill Agreement are unaffected by the Standstill Amending Agreement, including
that UNKI can commence formal insolvency proceedings if the FCR Lenders do not
increase the Capital Contribution Loan should UNKI be required to make additional
capital contributions.

3. The Standstill Amending Agreement is not subject to Court approval, but fequires
Court approval to be sought. A copy of the Standstill Amending ‘Agreement ‘is
attached as Appendix “E”. :

4. The Monitor recommends that the Court approve the Standstill Amending Agreement.
The Standstill Amending Agreement provides a mechanism to permit UNKI to fund
the 2017 Cost'Increase, which UNKI would otherwise be unable to do. The Standstill
Amending Agreement also provides for an orderly completion of the Kingsclub
Development, which may provide value for UNKI.

¢ Pursuant to a loan assignment agreement dated November 22, 2018, KLNC assigned its rights under the Capital Contribution Loan
to FCSCC.
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3.5.3 UNKY’s interest in the Kingsclub Development

1. The Monitor continues to oversee the Kingsclub Development, including to assess the
value of UNKI’s interest in the project. The Monitor corresponds regularly with Alan
Saskin and FCSCC regarding the Kingsclub Development, including attending
monthly development meetings and periodic Management Committee meetings. The
Monitor has also met with CAPREIT, which also attends the monthly development
meetings. '

2. Despite the cost overruns associated with the Kingsclub Development, it appears that
the value of the Kingsclub Development may have increased in value; however, it
remains uncertain at this time whether UNKI’s interest has any value.

3.6 Downsview

1. Downsview Homes Inc. ("DHI”) owns land located at 2995 Keele Street in Toronto,
which is being developed into condominiums and other residences (the “Downsview
Project”). The shares of DHI are owned by Downsview (51%) and Mattamy
(Downsview) Limited, an affiliate of Mattamy Homes (“Mattamy”) (49%).

2. The Downsview Project consists of two phases. The first phase is scheduled to be
completed in the first half of 2018, while the second phase is not expected to be
completed for several years.

3. The Monitor continues to oversee this project, including reviewing pro-formas and
corresponding routinely with Mattamy. There is significant uncertainty at this time as
to the value of Downsview’s interest in the Downsview Project, although it appears
that earlier forecasts of the value of the Downsview interest provided to the Monitor
by Mattamy and: representatives of the Urbancorp Group were optimistic. The
Downsview Project appears to have underperformed the prior projections.

4, In order to review the material variances of the value of the Downsview Project, the -
Monitor, in consultation with the Foreign Representative, engaged a cost-consultant,
Pelican Woodcliff Inc. (“Pelican”), to audit the Downsview Project. The Downsview
audit consists of reviewing the Downsview Project’s historical financial results as well
as determining the reasonableness of earlier pro-formas prepared for the Downsview
Project. The terms of Pelican’s mandate were finalized on December 11, 2017. The

“Monitor, Pelican, Mattamy and a representative of the Foreign Representative
attended a meeting on December 14, 2017 to determine the framework for the audit
and to review an information request prepared by Pelican. Pelican’s mandate is
significant as total costs of the Downsview Project are estimated to be in excess of
$500 million." The Downsview audit is expected to be completed one month after
Pelican receives the documentation in its information request. Several information
requests of Mattamy remain unsatisfied.

° Based on Mattamy's most recent pro-forma dated October 13, 2017,
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3.7 Urbancorp Downtown Developments Inc.

1. Inoraround June, 2014, UTMI advanced $750,000 on behalf of Urbancorp Downtown
Developments Inc. (*UDDI"), an affiliated entity not subject to insolvency proceedings,
to fund a deposit in connection with the purchase of land by UDDI (the “UDDI
Deposit”). In December 2014, approximately $250,000 was returned to UTMI by
UDDI, thereby reducing the UDDI Deposit to $500,000.

2. In addition, the books and records of UTMI reflect an intercompany balance of
$200,000 owing by UDDI to UTMI.

3. The property that was to be purchased by UDDI was expropriated by the Toronto
Catholic District School Board (“TCDSB”) prior to closing. The TCDSB held back an
amount from the price of the expropriated land, including an amount equal to the UDDI
Deposit (the “TCDSB Holdback”). The TCDSB Holdback is in respect of potential
‘environmental costs.

4.  UDDI has made a claim against TCDSB for: (i) through an agreement with the vendor,
arelease of the TCDSB Holdback; and (ii) the increase in the value of the expropriated
land between the time UDDI entered into the agreement to purchase the expropriated
land and the date TCDSB expropriated the land.

5. UDDlis negotiatihg a settlement with TCDSB. UDDI has acknowledged by email that
any proceeds received from TCDSB with respect to its claims, after costs, will first be
used to satisfy the amounts UDDI owes to UTMI.

4.0 Cash Flbw Forecasts

1. Consolidated cash flow projections have been prepared for the CCAA Entities for the
period February 1, 2018 to April 30, 2018 (the "Period"). The Cash-Flow Statements
and the CCAA Entities’ statutory reports on the cash flow pursuant to Section 10(2)(b)
of the CCAA are attached as Appendices “F” and “G”", respectively.

2. The expenses in the Cash-Flow Statements are primarily comprised of payroll,
general and administrative expenses, professional fees and advances to URPI in
connection with the Loan Facility. The CCAA Entities have sufficient cash to pay all
disbursements during the Period.

3.  Based on the Monitor's review of the Cash-Flow Statements, there are no material
assumptions which seem unreasonable in the circumstances. The Monitor’s statutory
reports on the cash flows are attached as Appendix “H”".
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5.0 Request for an Extension

1. The CCAA Entities are seeking an extension of the stay of proceedings from
January 31, 2018 to April 30, 2018. The Monitor supports their request for extensions
of the stay of proceedings for the following reasons:

a)
b)
c)

d)

the CCAA Entities are acting in good faith and with due diligence;

no creditor will be prejudiced if the extensions are granted,;

it will allow time fo complete the Downsview audit;

it will allow the Cumberland CCAA Entities and the Monitor further time to deal
with the remaining assets owned by the Cumberland CCAA Entities, including
the Residential Units, the Geothermal Assets, the Downsview Project and the

Kingsclub Development;

it will allow the Monitor the opportunity to resolve the disputed claims; and

as of the date of this Report, neither the CCAA Entities nor the Monitor is aware

of any party opposed to an extension.

6.0 Professional Fees

1. The fees and disbursements of the Monitor and Davies for the period are summarized

below.
(%)

Firm Period Fees Disbursements Total
Cumberland CCAA Entities

KSV Oct 1/17 — Dec 31/17  223,629.50 172.19 223,801.69

Davies Oct 1/17 - Dec 31/17  298,958.50 4,899.06 303,857.56
Total 522,588.00 5,071.25 527,659.25
Bay CCAA Entities

KSV Oct 117 — Dec 31/17  31,965.00 1,373.10 33,338.10

Davies Oct 1117 — Dec 31/17  71,136.00 105.60 71,241.60
Total 103,101.00 1,478.70 104,579.70

2. Detailed invoices are provided in appendices to the fee affidavits filed by
representatives of KSV and Davies which are provided in Appendices “I” and “J”,
respectively.
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3. The average hourly rates for the Monitor and Davies are as follows:

Average Hourly

Firm Rate ($)
Cumberland CCAA Entities
KSV 518.08
Davies . . 795.95
Bay CCAA Entities
KSV 463.26
Davies ' 858.09

4, Since the last fee approval motion, the main matters addressed by Davies include:
dealing with the disputed claims, dealing with the sale of the Residential Units, dealing
with matters related to the Geothermal Assets and the Downsview audit.

5. The Monitor is of the view that the hourly rates charged by Davies are consistent with
rates charged by law firms practicing in the area of restructuring and insolvency in the
downtown Toronto market, and that the fees charged are reasonable and appropriate
in the circumstances.

7.0 Conclusion and Recommendation

1. Based on the foregoing, the Monitor respectfully recommends that the Court make an
order granting the relief detailed in Section 1.1(1)(e) of this Report.

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.

IN ITS CAPACITY AS CCAA MONITOR OF
THE CCAA ENTITIES

AND NOT IN ITS PERSONAL CAPACITY
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Schedule “A”

Urbancorp Toronto Management Inc.
Urbancorp (952 Queen West) Inc.
King Residential Inc.

Urbancorp 60 St. Clair Inc.

High Res. Inc,

Bridge on King Inc.

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.



Schedule “B”

The Townhouses of Hogg's Hollow Inc.
King Towns Inc.

Newtowﬁs at Kingtowns Inc.

Deaja Partner (Bay) Inc.

TCC Urbancorp (Bay) Limited Partnership



Appendix “A”
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STANDSTILL AGREEMENT
BETWEEN: '

KING LIBERTY NORTH CORPORATION

—and ~

URBANCORP NEW KINGS INC.

‘ —and ~
KSV KOFMAN INC.,, in its role as Monitor of
Urbancorp Cumberland 1 LP,.
Urbancorp Cumberland 1 GP Inc. and certain related entities,
and not in its personal capacity

5and—.

FIRST CAPITAL (S.C.) CORPORATION

November 22, 2016
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STANDSTILL AGREEMENT

THIS AGREEMENT is made as of the 22nd day of November, 2016, but effective as of
"November 7, 2016

BETWEN:

KING LIBERTY NORTH CORPORATION (;‘KLNC”)

—and -

URBANCORP NEW KINGS INC. (“UNKI”)

—and —

KSV KOFMAN INC.,, in its role as Monitor of
Urbancorp Cumberland 1 LP,
Urbancorp Cumberland 1 GP Inc. and certain related entities,
-and not in its personal capacity
(the “Monitor”)

—and —

FIRST CAPITAL (8.C.) CORPORATION (“FCSCC”)

RECITALS: .

A. KLNC and UNKI are co-owners of the lands described in Schedule “A” under the heading
“Phase I Lands” (the “Kingsclub Development™) and Kingsclub Development Inc. is the
registered owner of the Phase Il Lands, inter alia, as nominee and bare trustee for and on
behalf of KLNC and UNKI.

B. KLNC and UNKI (each a “Co-Owner”, and collectively, the “Co-Owners”) are parties to
an amended and restated Co-Owners Agreement dated February 1, 2012, as amended by
amending agreements made as of April 2013, March 28, 2014, July 18, 2014, November
16, 2014 and July 28, 2015 (collectively, the “Co-Owners Agreement”).

C. Each of KLNC and UNKI are borrowers under a credit agreement, originally entered into
with FCRI as lender, dated April 19, 2012 and amended on May 15, 2014, November 20,
2014, January 1, 2015, April 30,2015, June 29,2015, and July 28, 2015 (the “Early Works
Loan™).

D. Pursuant to a loan assignment agreement dated as of May 15, 2014, FCRI assigned its rlght
title and interest under the Early Works Loan to FCSCC. :
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UNKI is a borrower pursuant to an amended and restated credit agreement dated as of

November 24, 2010 with KLNC as lender (the “Urbancorp Loan Agreement”).

KLNC and UNKI, as Vendors, entered into a purchase and sale agreement dated as of July
28, 2015, for the residential component of the Kingsclub Development with CAPREIT
Limited Partnership (the “CAPREIT APS”). FCRI is a guarantor under the CAPREIT
APS.

Further to the CAPREIT APS, each of KLNC, UNKI and CAPREIT GP Inc. have entered
into a management agreement dated July 28, 2015 (the “CAPREIT Management
Agreement”).

KSV was appointed monitor of Urbancorp Cumberland 1 LP, the shareholder of UNKI,
and certain related entities, pursuant to an order made under the Companies’ Creditors
Arrangement Act by the Honourable Mr. Justice Newbould on May 18, 2016 (the “CCAA
Order”).

Pursuant to paragraph 30 of the CCAA Order, Robert Kofman, or such representative of
KSV as Mr. Kofman may designate in writing from time to time, was authorized, directed
and empowered to act as the representative of UNKI on the Management Commmee (as
defined in the Co-Owners Agreement) of the Kingsclub Development

On September 30, 2016, the Management Committee of the Kingsclub Development
authorized additional costs for the project in the amount of $24.7 million (the “Cost
Increase™) and it is an obligation of each Co-owner under the Co-Owners Agreement to
contribute its respective 50% share of the Cost Increase (the “Cost Increase Capital
Contribution”) to the project.

Neither UNKI, nor the Monitor, is in a posmon to advance UNKI’s portion of the Cost

Increase (

UNKI has rcqucsled that KLNC advance funds on UNKI’s behalf on the basis provided
for under Section 9.2(b) of the Co-Owners Agreement with respect to UNKI’s Cost
Increase Capital Contribution, with such funds to be used solely to pay costs associated
with the Kingsclub Development including, without limitation, the Cost Increase. .

The Parties acknowledge and agree that the Material Contracts are an integral part of the
development and completion of the Kingsclub Development and that the undertaking by
UNKI to honour these agreements to the extent provided herein is the primary inducement
for KLNC to provide the credit facilities contemplated herein.

The parties have agreed to enter into this Standstill Agreement to provide for an orderly
completion of the Kingsclub Development in a manner that will prevent the
commencement of court proceedings or the enforcement of security in order to'maximize
the value of the project which is in the best interest of each of the Co-Owners.
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NOW THEREFORE, in consideration of the mutual covenants and agreements
between the Parties contained herein, and for good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the Parties agree as follows:

1. Interpretation

(a) Definitions

Each capitalized term used and not otherwise defined in this Agreement shall have
the meaning given to it in the Co-Owners Agreement.

(b) Other Definitions

In this Agreement the following terms have the following meanings:

@)

(i1)
(iii)
(iv)

™)
(vi)
(vii)

(viii)

30459-2654 22204583.22

“Approval Order” has the meaning attributed to such term in Section 7(b).

“BIA” mcans the Bankruptcy and Insolvency Act (Canada).

“CAPREIT APS” has the meaning attributed to such term in Recital F.

“CAPREIT Management Agreement” has the meaning attributed to such
term in the Recitals.

“CCAA” means the Companies’ Creditors Arrangement Act (Canada).

“CCAA Order” has the meaning attributed to such term in Recital H.

“Completion” means the later to occur of the day immediately following
the date on which:

(A)

(B)

©

D)

the option to purchase in favour of KLNC pursuant to Section
10.8(b) of the Co-owners Agreement (the “Phase 2 Retail Option™)
has expired without KLNC having exercised its option to purchase;

KLNC (or an Affiliate thereof) has acquired Urbancorp’s Co-
ownership Interest in the Phase 2 Retail Component (each as defined
in the Co-owners Agreement) pursuant to the Phase 2 Retail Option;

the CAPREIT APS has been terminated and the purchase
rights/obligations and/or transfers described in Section 2.2(6) and/or
2.2(7), as applicable, of the CAPREIT APS have been completed;
and :

CapREIT Limited Partnership (or a successor or permitted assign)
has purchased all of the Purchased Property (as defined in the
CAPREIT APS) pursuant to the terms of the CAPREIT APS.

“Co-Owners” has the meaning attributed to such term in the Recitals.



(ix)

(x)
(xi)

(xii)
(xiii)
(xiv)
(xv)
(xvi)

(xvii)

(xviii)

(xix)

(xx)
(xx)

(xxii)

(xxiii)

(xxiv)

30459-2654 22204583.22

-4-
“Co-Owners Agreement” has the meaning attributed to such term in
Recital B.
“Cost Increase” has the meaning attributed to such term in Recital J.

“Cost Increase Capital Contribution” has the meaning attributed to such
term in Recital J.

“Early Works Loan” has the meaning attributed to such term in Recital C.
“Effeétive Date” means the date of this Agreement.

“FCR Lenders” means, colleétively, KLNC and FCSCC.

“FCRI” means First Capital Realty Inc. |

“FCSCC” has the meaning attributed to such term in the pre-amble,

“Fuzion Geothermal Assets” means the geothermal utility assets,
including any geothermal room. units located in the residential
condominium building constructed at 20 Joe Shuster Way, Toronto and
more particularly described in Schedule “B” attached hereto;

“Geothermal Loan” means the agreement pursuant to which KLNC agreed
to loan Urbancorp Management Inc. and UNKI the sum of $2,000,000 on
the terms contained in: (i) the purchase agreement between KLNC, as
vendor, and Urbancorp Management Inc., as purchaser, in respect of
KLNC’s interest in the Fuzion Geothermal Assets dated March 7, 2016, and
(i1) the vendor take-back mortgage registered against title to the Fuzion
Geothermal Assets on March 7, 2016;

“KLNC” has the meaning attributed to such term in the pre-amble.

“Kingsclub Development” has the meaning attributed to such term in
Recital A.

“Loan Agreements” means, collectively, the Urbancorp Loan Agreement
and the Early Works Loan Agreement and all security with respect thereto.

“Material Contracts” means the Co-Owners Agreement, the CAPREIT
APS, the CAPREIT Management Agreement and this Agreement.

“Parties” means KLNC, FCSCC, the Monitor and UNKI, and “Party”
means any one of them.

“Relief Period” means the period of time starting on the Effective Date and
ending on the Termination Date.



(xxv)

(xxvi)
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“Termination Date” has the meaning attributed to such term in Section

3(a).

“Urbancorp CCAA Entities” means Urbancorp Toronto Management
Inc., Urbaricorp (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., 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. and
Urbancorp Realtyco Inc.

(xxvii) “Urbancorp Cumberland 1” means, collectively, Urbancorp Cumberland

1 LP and Urbancorp Cumberland 1 GP Inc.

(xxvii1)“Urbancorp Loan Agreement” has the meaning attributed to such term in

(xxix)

(xxx)

Recital E.
“UNKI” has the meaning attributed to such term in the pre-amble.

“UNKI Co-Owners Cross Charge” means, collectively, (i) a charge in the
principal amount of $75,000,000 by UNKI in favour of KLNC which was
registered on October 8, 2009 as Instrument No. AT2199344; and (ii) a
charge in the principal amount of $75,000,000 by UNKI in favour of KLNC
which was registered on November 24, 2010 as Instrument No.
AT2559562, as such Charges were amended and assigned by UNKI to
Kingsclub Development Inc. pursuant to a mortgage and other security
assumption and confirmation agreement made as of April 19, 2012 between
Kingsclub Development Inc.,, KLNC, UNKI and Fuzion Downtown
Developments Inc. :

(c) Rules of Interpretation

(A)  Number and Gender. In this Agreement, words signifying the
singular number include the plural and vice versa, and words
signifying gender include all genders. Every use of the word
“including” in this Agreement is to be construed as meaning
“including, without limitation”.

(B)  Headings. Headings, subheadings and any table of contents or index
contained in this Agreement are inserted for convenience of
reference only, and will not affect the construction or interpretation
of the Agreement.

(C)  Subdivisions. Unless otherwise expressly stated, reference herein to

30459-2654 22204583.22

a Schedule or to an Article, Section, paragraph or other subdivision



(D)

E)

()

(d) Schedules

.6-

is a reference to such Schedule to this Agreement, or such Article,
Section, paragraph of other subdivision of this Agreement,

Time. Time is and will be of the essence of this Agreement. Unless
otherwise specified in this Agreement, time periods within which or -
following which any payment is to be made or act is to be done will
be calculated by excluding the day on which the period commences
and including the day on which the period ends. If the last day of the
time period is not a Banking Day, the time period will end on the
next Business Day.

Statutes. Regulations and Rules. Unless otherwise expressly stated,
any reference in this Agreement to any applicable Law is and will
be a reference to that applicable Law as amended, supplemented, re-

" enacted or replaced from time to time, and, in the case of a statute,

shall include all regulations and rules in force and effect in respect
of such statute.

Monetary References. Whenever an amount of money is referred to
herein, such amount will, unless otherwise expressly stated, be in
Canadian Dollars.

The-following is a list of the Schedules to this Agreement:

Schedule “A” - Phase 1] Lands
Schedule “B” - Geothermal Assets
2. Acknowledgments

(a) Acknowledgments of UNKI

UNKI acknowledges that:

1 jointly with KLNC as of September 30, 2016, it is indebted to FCSCC in
the amount of $69,279,302.44 (including accrued interest) with respect to
the Early Works Loan;

(ii) as of Scptember 30, 2016, it is indebted to KLNC in the amount of
$2,851,434.90 (including accrued interest) with respect to the Urbancorp
Loan Agreement; '
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(iif)

(iv)

™)

(vi)

(vii)

-7

jointly with KLNC, as of October 3, 2016, it is indebted to Bank of Nova
Scotia in the amount of $81,739,390.00 with respect to the BNS Credit
Facility;

jointly with Urbancorp Management Inc., as of September 30, 2016, it is
indebted to KLNC in the amount of $2,060,000.00 (including accrued
interest) with respect to the Geothermal Loan;

cach of the Early Works Loan, the Urbancorp Loan Agreement and the
BNS Credit Facility are secured against UNKTI’s interest in the Kingsclub
Development;

UNKI is unable to make the Cost Increase Capital Contribution and, at
UNKTI’s request, KLNC is agreeing herein to make a loan to UNKI under
the terms of the Co-Owners Agreement to fund UNKI’s Cost Increase
Capital Contribution; and

it is currently in the best interests of the Kingsclub Development and UNKI
that construction continue in the normal course and that no steps are taken
to place UNKI into any form of Debtor Relief Law including, without
limitation, the existing CCAA Proceedings for the Urbancorp CCAA
Entities.

(b) Acknowledgements of KSV

KSV acknowledges that, until the Termination Date:

®

(i)

as Monitor of Urbancorp Cumberland 1, the shareholder of UNKI, it has an
interest in the Kingsclub Development; and

it is in the best interests of the Kingsclub Development, UNKI and
Urbancorp Cumberland 1 that consiruction continue in the normal course
and that no steps are taken to place UNKI into any form of Debtor Relief
Law including, without limitation, the existing CCAA Proceedings for the
Urbancorp CCAA Entities.

(c) Acknowledgements of UNKI and KSV

UNKI and KSV acknowledge that upon and after the Termination Date:

®

30459-2654 22204583.22

if the Termination Date occurs as a result of any insolvency, bankruptcy,
restructuring or similar proceedings, including under any Debtor Relief
Law, being commenced by the FCR Lenders or BNS against UNKI, in
Canada or elsewhere, then steps may be taken to place UNKI into any form
of Debtor Relief Law including, without limitation, the existing CCAA
Proceedings for the Urbancorp CCAA Entities and, in such proceedings,
UNKI reserves the right to seek to disclaim any one or more of the Material
Contracts (and the FCR Lenders reserve all rights with respect thereto);



(i)

(iii)
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if the Termination Date occurs as a result of the FCR Lenders failing to
increase to the amounts available pursuant to Section 5 of this Agreement
upon a request being made pursuant to Section 2(d)(iii) of this Agreement,
then steps may be taken to place UNKI into any form of Debtor Relief Law
including, without limitation, the existing CCAA Proceedings for the
Urbancorp CCAA Entities and, in such proceedings, UNKI reserves the
right to seek to disclaim any one or more of the Material Contracts (and the
FCR Lenders reserve all rights with respect thereto); and

if the Termination Date occurs for any other reasons other than (i) or (ii)
above, then steps may be taken to place UNKI into any form of Debtor
Relief Law including, without limitation, the existing CCAA Proceedings
for the Urbancorp CCAA Entities and, in such proceedings, provided that
funding for UNKI’s portion of any additional cost increases approved in
accordance with the terms of the Co-owners Agreement continue to be
provided by KLNC pursuant to this Agreement, UNKI shall not seek to
disclaim any one or more of the Material Contracts, and each of UNKI and
KSV shall oppose any steps taken by any other party seeking to disclaim
such contracts.

(d) Acknowledgments of the FCR Lenders

Each of the FCR Lenders acknowledge that:

(M)

(if)

(iii)

it is in the best interests of the Kingsclub Development and the FCR Lenders
that construction continue in the normal course and that no steps are taken
to place UNKI into any form of Debtor Relief Law including, without
limitation, the existing CCAA Proceedings for the Urbancorp CCAA
Entities;

KLNC, or an affiliate thereof, should advance funds to UNKI, secured
against UNKI’s interest in the Kingsclub Development, in order to fund
UNKTI’s Cost Increase Capital Contribution; and '

in the event that the Management Committee of the Kingsclub Development
authorizes further additional costs, and UNKI is not able to contribute its
share of such additional costs, the FCR Lenders will consider in good faith
the request for an increase to the amounts available pursuant to Section 5 of
this Agreement. :

(e) Acknowledgments of UNKI and KLNC

®
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UNKI and KLNC acknowledge that the Cost Increase has been approved
by the Management Committee, that funds are not otherwise available and
must be funded by way of a capital call, and deem this agreement to satisfy
any requirement in the Co-Owners Agreement for the Management
Committee to issue in writing a call for capital from the Co-Owners with
respect to the Cost Increase or any part thercof.



3. Relief
(a) Forbearance of Enforcement Action.

Each of the FCR Lenders, in reliance upon the acknowledgements, confirmations,
representations, warranties, covenants and agreements of UNKI and KSV contained in this
agreement, and subject to the terms and conditions of this agreement and any documents or
instruments executed in connection herewith, agree to forbear from exercising their rights and
remedies under the Loan Documents and the Co-Owners Agreement commencing on the Effective
Date and ending on the earlier of:

(i) Each of the following occurring: (x) Completion of the Kingsclub
Development project; and (y) indefeasible repayment in full, in cash of the
obligations outstanding under cach of the BNS Credit Agreement, the Loan
Documents, the Geothermal Loan and this Agreement; and

(ii) the occurrence or existence of an Additional Event of Default,
(such earlier date being the “Termination Date”).

Effective upon the Termination Date, the agreement of the FCR Lenders to forbear
from exercising their rights and remedies as set forth herein shall automatically and without further
notice, demand or other requirement expire and be of no further force and effect, it being expressly
agreed that the effect of such expiration will be to permit the FCR Lenders to exercise, without
further notice or demand, their rights and remedics immediately.  For greater certainty, nothing in
this Agreement (including Section 3(d) hereof): (i) restricts, alters or limits any rights that the FCR
Lenders have to receive any amounts payable to UNKI under the CAPREIT APS or section 10.8
of the Co-Owners Agreement and all rights and remedies with respect to such payments are
preserved; and (ii) restricts KLNC’s right and entitlement to receive payments under the
Geothermal Loans from any proceeds received from the use of the Geothermal Assets; (iii)
restricts, alters-or limits KLNC’s rights to receive payments pursuant to section 8.1(a)(iv) of the
Co-Owners Agreement; and (iv) restricts, alters or limits any rights that First Capital (King
Liberty-Retail) Corporation has under a lease agreement with Urbancorp Toronto Management
Inc. dated September 21, 2011, as amended on March 2, 2016, with respect (o the premises located
at 120 Lynn Williams Street, Toronto, Ontario.

(b) No Other Waivers and Reservation of Rights

No waiver or indulgence by the FCR Lenders of any of their rights and remedies

hereunder or under the Loan Agreements or the Co-Owners Agreement shall be construed as a

waiver of any other or subsequent right or remedy and no delay or omission in the exercise or

“enforcement of their rights and remedies hereunder shall be construed as a waiver of any right or

remedy of such parties and they reserve all rights, claims and remedies that they have or may have

against UNKI hereunder or under the Loan Agreements, the Co-Owners Agreement or under
applicable law:

(i) except as expressly set out herein, the FCR Lenders have not waived, and
are not by this Agreement waiving, and have no intention of waiving, any
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Default or Event of Default (as such terms are defined in the Early Works
Loan and the Urbancorp Loan Agreement) that exists or may be continuing
on the Effective Date or any Additional Event of Default; and

subject to Section 3(a) of this Agreement, the FCR. Lenders reserve the
right, in their sole discretion, to exercise any or all of their rights or remedies
under any of the Loan Agreements, the Geothermal Loan, the Co-Owners

| Agreement or applicable Law as a result of any Additional Events of

Default, and the FCR Lenders have not waived any such rights or remedies.

© Additional Agreements

UNKI agrees to the following:

)

(ii)

(iii)

(iv)

)

(vi)

Adherence to Agreements. Subject to Section 3(d), UNKI shall strictly
adhere to all of the terms, conditions and covenants of this Agreement, the
Material Contracts, the Geothermal Loan, and the Loan Agreements.

Corporate Status. UNKI shall maintain its existence as a valid and
subsisting corporation.

Operation of Business. Notwithstanding anything else in the Loan
Documents, UNKI shall not, other than in the ordinary course of business
and consistent with past practice, incur or enter into any new material
liability or obhgatlon of any nature or kind, during the Relief Perlod
without the prior written consent of KLNC.

Continuation of Business without Interruption. Subject to section 2(c)
hereof: (a) UNKI shall not seck any form of protection from its creditors,
whether pursuant to any Debtor Relief Law or any similar legislation,
without the prior written consent of KLNC; and (b) UNKI shall oppose any

- application brought by any other party to commence any similar proceedmg

on an involuntary basis.

No Interference with Material Contracts. Subject to section 2(c) hereof,
UNKI agrees that it shall take no steps to terminate, disclaim or resiliate the
Material Contracts and agrees to oppose any attempt to terminate, disclaim
or resiliate any Material Contract,

Geothermal Assets. UNKI agrees that payments received for the use of the
Geothermal Assets shall be applied against the Geothermal Loan in
accordance with its terms. In the event that UNKI’s interest in the
Geothermal Assets are sold, UNKI agrees to maintain any proceeds, after
repayment of the Geothermal Loan, in an account in UNKI’s name.

As Monitor of Urbancorp Cumberland 1 LP, the shareholder of UNKI, KSV agrees
that it shall not take any action or steps that would result in UNKI breaching its obligations herein,
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and it shall oppose any steps taken by UNKI or any other party which could result in UNKI
breaching such obligations.

(d) Reservation

Notwithstanding any other provision of this Agreement, the FCR Lenders
acknowledge and agree that any failure of UNKI to make a payment of principal, interest, fees and
any other amounts when due under any of the Material Contracts, Loan Agreements and
Geothermal Loan, or any breach of any representation, warranty or covenant under any of the
Material Contracts Loan Agreements and Geothermal Loan (together with any and all related
security agreements) arising as a result of such failure, shall not constitute a breach of any terms,
representations or warranties of this Agreement and, specifically without limiting the generality of
the foregoing, shall not constitute or otherwise be maintained as grounds for an Additional Event
of Default hereunder.

4. Representations and Warranties

(a) Representations and Warranties of UNKI
UNKI hereby represents and warrants to each of KLNC and FCSCC as follows:

@) each of the Recitals set out above is true and correct in all material respects
and that such Recitals form an essential part of this Agreement;

(ii) this Agreement, the Loan Agreements, the Geothermal Loan and any other
agreements or documents entered into by it pursuant to this Agreement have
been duly authorized, executed and delivered, are in full force and effect, as
modified hereby, and constitute legal, valid and binding obligations
enforceable against it in accordance with their terms;

(1)  each of the representations and warranties made by UNKI in any of the Loan
Agreements and the Geothermal Loan was true and correct when made, and
in all material respects, or in all respects to the extent such representations
and warranties are already qualified by materiality, remains, subject to
Section 3(d) of this Agreement, true and correct on the Effective Date
(cxcept to the extent stated to be made only as of a specified date), with the
same full force and effect as if each of those representations and warranties
had been made by UNKI on the date of, and within, this Agreement;

(iv)  thereis no matter, fact or event that is known to it that has not been disclosed
to the FCR Lenders that is likely to have a material adverse effect on the
performance of their obligations under this Agreement, and it has conducted
such investigations as it considers reasonably necessary to make this
representation and warranty; and

v) the authorization, execution and delivery and performance of this

Agreement by it will not violate any applicable Law or any order,
declaration or judgment binding on it, any consent, license, permit or
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approval to which it is party or beneficiary, or any agreement to which it is
a party and will not result in, or require, the creation or imposition of any
lien on any of its assets, property or undertaking,

(b) Representations and Warranties of KSV
KSV hereby represents and warrants to the FCR Lenders that:

(i) pursuant to the CCAA Order, it is the Monitor and sole decision-maker for
Urbancorp Cumberland 1; and :

(ii) subject to obtaining the Approval Order, this Agreement, and any other
agreements or documents entered into pursuant to this Agreement have been
duly authorized, executed and delivered by, as applicable to the extent it is
a party thereto, are in full force and effect and constitute legal, valid and -

. binding obligations enforceable against it in accordance with their terms.

© Representations and Warranties of KLNC and FCSCC
Each of KLNC and FCSCC hereby represents and warrants to UNKI as follows:

(i) each of the Recitals set out above is true and correct in all material respect
and that such Recitals form an essential part of this Agreement; and

(ii)  this Agreement, and any other agreements or documents entered into
pursuant to this Agreement have been duly authorized, executed and
delivered by them, as applicable to the extent the party thereto, are in full
force and effect, and constitute legal, valid and binding obligations
enforceable against it in accordance with their terms.

5. Interim Borrowing

In order to permit UNKI to fund its Cost Increase Capital Contribution and its
portion of any additional cost increases approved in accordance with the terms of the Co-owners
Agreement, and as consideration for the undertakings and agreements set out herein, the Parties
have agreed as follows: (i) KLNC has agreed to make secured advances to UNKI as permitted by
section 9.2(b) of the Co-Owners Agreement up to the maximum amount of $15 million (the
“Capital Contribution Loan”), and in accordance with the terms and conditions set out in section
9.2(b) of the Co-Owners Agreement; (ii) interest shall accrue on the Capital Contribution Loan
from the date of the first advance thereunder in accordance with the provisions of the Co-Owners
Agreement; (iii) UNKI agrees and acknowledges that the advances contemplated by this section
shall be secured by the UNKI Co-Owners Cross Charge; (iv) KLNC and UNKI hereby agree to
increase the principal amount of the UNKI Co-Owners Charge to $90 million and register such
amended charge on title to the Kingsclub Development; (v) UNKI, as beneficial owner, agrees to
enter into a beneficial owner’s direction in favour of Kingsclub Development Inc. to authorize and
direct Kingsclub Development Inc. to enter into the amended charge referenced in (iv), and to
confirm that it remains liable for the debts, covenants under such amended charge; and (vi) KLNC
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and UNKI will work co-operatively to obtain any necessary consent from BNS to the loan and
security contemplated by this provision.

The Capital Contribution Loan shall be used solely for the following permitted

purposes:
6)) to fund UNKI’s Cost Increase Capital Contribution; and
(i)  to fund payments to creditors that have provided goods or services to the
Kingsclub Development where funds are not available under the BNS
Facility until the Cost Increase is fully funded by the Co-Owners.
6. Conditions to Effectiveness

“(a) Conditions to Effectiveness

This Agreement, including, without limitation, the agreément of the FCR Lenders
to forbear enforcement contained herein, shall not be effective unless and until:

G) The FCR Lenders have received a copy of this Agreement, duly authorized,
executed and delivered by UNKI and KSV;

(i)  The principal amount of the UNKI Co-Owners Charge shall have been
increased to $90 million and such amended charge shall have been
registered as contemplated by Section 5;

(iil)  Subject to Section 3(d) hereof, no Event of Default has occurred under the
Co-Owners Agreement (except for any default related to payment of
UNKTI’s Cost Increase Capital Contribution);

(iv)  Subject to Section 3(d) hereof, no Default or Event of Default (as such terms
are defined and used in each of the Loan Agreements) has occurred under
the Loan Agreements; and

) BNS shall have provided its consent to this Agreement and to each of the
documents contemplated by this Agreement.

(b) Post-Closing Best Ei‘foﬁs Requirement for Court Approval

Each of the parties hereto agree that they shall use commercially reasonable efforts
as soon as practicable to obtain an-order in the CCAA proceedings approving this Agreement and
declaring that the obligations of UNKI and KSV under this Agreement, including those set out in
Section 3 hereof, are approved, such order to be in a form that is satisfactory to each of KSV and
the FCR Lenders (the “Approval Order™).

7. Events of Default under the Agreement

- (a) Events of Default
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Subject to Section 7(b), the following shall each be and be considered to be an
“Additional Event of Default” under this Agreement (without limiting any event, action or
occurrence that constitutes a Default or Event of Default under the Loan Agreements):

()

(i)

(iii)

(iv)

v)

(vi).

subject to Section 3(d), any Event of Default under the Co-Owners
Agreement, the Loan Agreements or the Geothermal Loan that is existing

- as of the Effective Date or that may occur at any time on or after the

Effective Date;

any insolvency, bankruptcy, restructuring or similar proceedings, including
under any Debtor Relief Law, are commenced against UNKJ, in Canada or
elsewhere, or any action is taken by UNKI in response to any such
proceedings; :

UNKI or KSV, as the case may be, fails to comply with or defaults in the
performance or observance of any of the terms, conditions, covenants,
agreements or undertakings under or provided for in this Agreement;

UNKI fails to comply with, breaches, or defaults in the performance or
observance of any of the terms, conditions, covenants, agreements or
undertakings under or provided for in the other Loan Documents (other than
as contemplated by Section 3(d) hereof);

an Event of Default occurs undcr the BNS Credit Agreement and

the F CR Lenders fail to increase to the amounts available pursuant to
Section 5 of this Agreement upon a request being made pursuant to Section
2(d)(iii) of this Agreement within 30 days of such request being made.

Notice Required

Notwithstanding Section (a) hereof, the occurrence of the events set out in Sections
(a)(@), (a)(iii) and (a)(iv) shall only become an Additional Event of Default
hereunder upon the FCR Lenders declaring such event to be an Additional Event
of Default in writing.

Reservation of Rights

Nothing in this Agreement shall prejudice any of the FCR Lenders’ respective
rights to pursue any of their remedies including, without limitation, enforcing the Loan
Agreements or the Co-Owners Agreement upon the Termination Date (whether arising from the
expiration or termination of the Relief Period or otherwise). Upon the occurrence of an Additional
Event of Default, KLNC shall not be obligated to provide further advances pureuant to Section 5
. of this Agreement.

8. General Provisions

(a)

Entire Agreement
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This Agreement, together with the other Loan Documents and the agreements and
other documents to be delivered pursuant to this Agreement, constitute the entire agreement
between the FCR Lenders on the one hand, and UNKI or KSV on the other hand, pertaining to the
subject matter of this Agreement and supersedes all prior agreements, understandings, negotiations
and discussions, whether oral or written, of the Parties, and there are no representations, wartanties,
waivers or other agreements between the Parties in connection with the subject matter of this
Agreement except as specifically set out in this Agreement, the Loan Documents or any other
agreements and documents delivered pursuant to this Agreement.

(b) Severability

If the whol