
Seventh 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

October 24, 2016



ksv advisory inc. Page i of i

Contents Page

1.0 Introduction..........................................................................................................1
1.1 Purposes of this Report............................................................................2
1.2 Currency ..................................................................................................2
1.3 Restrictions ..............................................................................................3

2.0 Background of Property Company .......................................................................3

3.0 Sale Process for the Property ..............................................................................4

4.0 Condominium Purchasers....................................................................................5

5.0 Travelers Mortgage..............................................................................................6

6.0 Allocation of Proceeds Between the Co-owners...................................................6

7.0 Recommendation.................................................................................................6

8.0 Update on Sale Process for Urbancorp School Board Properties ........................6

9.0 Confidential Appendices ......................................................................................7

10.0 Conclusion and Recommendation .......................................................................8

Schedules and Appendices

Schedules

Urbancorp CCAA Entities............................................................................................... A

Appendix Tab

First Report ................................................................................................................... A

Co-Owners Agreement .................................................................................................. B

Confidential Appendix

Offers and Offer Summary .............................................................................................1

New Offer .......................................................................................................................2

Purchase and Sale Agreement........................................................................................3



ksv advisory inc. Page 1

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 UTMI are referred to as the “Companies”.) 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 Applicants (which
include the Companies) together with the entities listed on Schedule “A” attached
(collectively, the "Urbancorp CCAA Entities" and each an “Urbancorp CCAA Entity”)
were granted protection under the Companies’ Creditors Arrangement Act (the
“CCAA”) and KSV was appointed monitor (the “Monitor”).

3. On August 29, 2016, the Court issued an order extending the stay of proceedings
for the Urbancorp CCAA Entities to November 25, 2016.

COURT FILE NO.: CV-16-11389-00CL

ONTARIO
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(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
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4. The principal purpose of the restructuring proceedings is to create a stabilized
environment to allow the Urbancorp CCAA Entities the opportunity to consider their
restructuring options, including selling some or all of their properties through a
Court-supervised process. On September 15, 2016, the Court issued an order
approving the sales of the lands for which St. Clair, Patricia, Mallow and Lawrence
were the registered owners (the “Urbancorp School Board Properties”).

5. Prior to these proceedings, a sale process had been commenced for a property
located at 834 to 840 St. Clair Avenue West, Toronto (the “Property”), in which
Urbancorp 60 St. Clair Inc. (the “Property Company”) has a 40% interest.

6. This report (the “Report”) is filed by KSV in its capacity as Monitor.

1.1 Purposes of this Report

1. The purposes of this Report are to:

a) Provide background regarding the Property;

b) Provide an update on the sales (the “Sales”) of the Urbancorp School Board
Properties;

c) recommend that the Court issue orders:

i. approving the sale of the Property Company’s interest in the Property to
Worsley Urban Partners Limited (“Worsley”);

ii. vesting title in the Property Company’s interest in the Property in
Worsley, free and clear of all liens, claims and encumbrances, other
than permitted encumbrances, as detailed in the Purchase and Sale
Agreement dated August 9, 2016 for the sale of the Property (the
“PSA”);

iii. terminating the Co-Owners Agreement, as defined in Section 2.0 of this
Report and approving the distribution of funds as set out in Schedule F
of the PSA;

iv. sealing the confidential appendices set out in Section 8 of this Report;
and

v. Unsealing the purchase and sale agreements relating to St. Clair (the
“St. Clair Agreement”), Patricia (the “Patricia Agreement”) and Mallow
(the “Mallow Agreement’).

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 Urbancorp CCAA Entities, the books and records of the Urbancorp CCAA
Entities and discussions with representatives of the Urbancorp CCAA Entities,
including their lawyers and accountants. The Monitor has not performed an audit or
other verification of such information. The financial information discussed herein is
preliminary and remains subject to further review. The Monitor expresses no
opinion or other form of assurance with respect to the financial information
presented in this Report.

2.0 Background of Property Company

1. The Urbancorp CCAA Entities, together with several affiliates, comprise the
Urbancorp Group (collectively, the “Urbancorp Group”). The Urbancorp Group’s
background is summarized in the First Report of the Monitor dated June 9, 2016. A
copy of the First Report is provided in Appendix “A”, without appendices.

2. In 2011, the Property Company, together with Hendrick and Main Developments Inc.
(“HMDI”), acquired the Property from an affiliate of First Capital Corporation (“FCC”).
FCC has an indirect interest in HMDI. The acquisition was an all-cash transaction.

3. The Property Company has a forty percent (40%) undivided interest in the Property
and HMDI has a sixty percent (60%) interest in the Property. As it relates to the
Property, the Property Company and HMDI are referred to herein as the “Co-
Owners”. HMDI loaned the Property Company approximately 50% of the Property
Company’s share of the purchase price (the “Loan”).

4. The Co-Owners entered into an agreement (the “Co-Owners Agreement”) dated
December 12, 2011 that, inter alia, governs the relationship between the Property
Company and HMDI. A copy of the Co-Owners Agreement is provided in Appendix
“B” to this Report. The PSA requires the Co-Owners Agreement to be terminated
upon completion of the PSA.

5. Title to the Property is registered to 840 St. Clair Avenue West Inc. (the “Nominee”),
as nominee for the Co-Owners.

6. The initial intention of the Co-Owners was to develop the Property into a residential
condominium and retail project (the “Project”).

7. An affiliate of the Property Company, Urbancorp (St. Clair West) Inc. (“St. ClairCo”),
was a Tarion Warranty Corporation (“Tarion”) registrant and conducted the sales
and marketing of the residential condominiums in the Project on behalf of the Co-
Owners.
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8. The Property Company incurred costs in the marketing of the residential
condominiums in the Project, some of which were not authorized in accordance with
the Co-Owners Agreement. The Co-Owners orally agreed that should the Co-
Owners not complete the Project, the Property Company would bear one hundred
percent (100%) of those costs (the “Condominium Expenses”) relating to the
marketing of the residential condominiums, even though it only had a forty percent
(40%) interest in the Property.

9. St. ClairCo entered into thirteen (13) agreements of purchase and sale for the
Project’s residential condominiums (the “Condominium Purchase Agreements”) and
received deposits (the “Deposits”) totaling $622,630 from purchasers (the
“Condominium Purchasers”). The Deposits were held by St. ClairCo’s legal
counsel, Harris Sheaffer LLP (“Harris Sheaffer”), in its trust account.

10. In connection with the Project, St. ClairCo arranged for Travelers Insurance
Company of Canada (“Travelers”) to issue a bond (the “Bond”) to Tarion to secure
Tarion’s obligations to purchasers of condominiums in the Project. As collateral for
its obligations under the Bond, Travelers was granted a mortgage (the “Travelers
Mortgage”) on the Property from the Co-Owners.

11. In the autumn of 2015, the Co-Owners decided not to proceed with the Project and
instead decided to offer the Property for sale, on an as is basis.

3.0 Sale Process for the Property

1. On October 13, 2015, the Co-Owners engaged Colliers MacCaulay Nichols
(Ontario) Inc. (“Colliers”) to market the Property on an exclusive basis.

2. The marketing process developed by Colliers, in conjunction with the Co-Owners,
included:

▪ Preparing an information package about the Property;

▪ Advertising the Property for sale in the October 28, 2015 edition of The Globe
and Mail newspaper;

▪ Sending e-mail blasts about the Property to its local, regional, national and
international data base; and

▪ Having an unpriced tender process, with a November 19, 2015 deadline for
submission of offers.

3. Colliers advises that it contacted or met with over forty (40) potential purchasers
during the marketing period.

4. Colliers received three (3) written offers by the November 19, 2015 tender deadline.
One of the offers was submitted by Worsley. None of the offers were accepted. A
summary of the offers received and copies of the offers are provided in Confidential
Appendix “1” to this Report.
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5. In the spring of 2016, HDMI, on behalf of the Co-Owners, commenced negotiations
for the sale of the Property with another party (the “New Party”). The negotiations
led to an offer (the “New Offer”) being submitted by the New Party. A copy of the
New Offer is provided in Confidential Appendix “2” to this Report. Due primarily to
uncertainty surrounding the Property Company as a result of the then recently filed
insolvency proceedings of the Applicants, the Co-Owners and the New Party did not
enter into an agreement for the sale and purchase of the Property.

6. In July, 2016, HMDI, on behalf of the Co-Owners, negotiated with Worsley for the
sale of the Property, which culminated in the execution of the PSA among HMDI, the
Property Company, Worsley and an affiliate of HMDI. A copy of the PSA is provided
in Confidential Appendix “3” to this Report.

7. The PSA was conditional on, among other things:

a) a thirty-day due diligence period in favour of Worsley;

b) confirmation that the Condominium Purchase Agreements would not be
assumed by Worsley;

c) discharge of the Travelers Mortgage; and

d) this Court issuing orders approving the sale of the Property Company’s
interest in the Property and vesting the Property Company’s interest in the
Property free and clear of all liens, claims and encumbrances, other than
permitted encumbrances.

8. Conditions (a) through (c) have been waived or satisfied. Only condition (d) remains
outstanding.

4.0 Condominium Purchasers

1. As set out in Section 2(9) of this Report, St. ClairCo entered into Condominium
Purchase Agreements with thirteen (13) Condominium Purchasers.

2. On August 5, 2016, Harris Sheaffer, on behalf of St. ClairCo, issued to each of the
Condominium Purchasers a notice terminating the Condominium Purchase
Agreements (the “Termination Notice”), in accordance with the terms of the
Condominium Purchase Agreements. In addition to the Termination Notice, each of
the Condominium Purchasers received a form of mutual release and termination
agreement (the “Mutual Release and Termination Agreement”).

3. All of the Condominium Purchasers have executed the Mutual Release and
Termination Agreement.

4. Harris Sheaffer has refunded all of the Deposits provided by the Condominium
Purchasers.
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5.0 Travelers Mortgage

1. In order to have the Travelers Mortgage discharged, Travelers required the return of
the Bond issued to Tarion. As a result of: a) St. ClairCo entering into the Mutual
Release and Termination Agreement with each of the Condominium Purchasers; b)
Harris Sheaffer refunding all the Deposits to the Condominium Purchasers; and c)
certain declarations being provided to Tarion, the Bond was returned to Travelers.
The Travelers Mortgage was discharged on October 18, 2016.

6.0 Allocation of Proceeds Between the Co-owners

1. As set out in Sections 2(3) and 2(8) of this Report, the Property Company has a
forty percent (40%) interest in the Property and is indebted to HMDI for providing the
Property Company with the Loan. The Property Company agreed to be responsible
for one hundred percent (100%) of the Condominium Expenses, in the event the
Project was not completed.

2. The Co-Owners have agreed that HMDI would be repaid its Loan out of the
proceeds from the sale of the Property, together with unpaid and accrued interest
and the Condominium Expenses, as referenced in Schedule F of the PSA.

7.0 Recommendation

1. For the following reasons, the Monitor recommends that the Court issue an order
approving the Property Company’s sale of its interest in the Property in accordance
with the PSA and vesting the Property Company’s interest in the Property free and
clear of all liens, claims and encumbrances, other than permitted encumbrances to
Worsley:

▪ Colliers conducted an extensive marketing process for the Property;

▪ HMDI, the co-Owner with a sixty percent (60%) interest in the Property, is
satisfied with the PSA;

▪ It is a condition of the transaction; and

▪ The PSA represents the highest offer submitted for the Property.

8.0 Update on Sale Process for Urbancorp School Board Properties

1. On September 15, 2016, the Court issued Approval and Vesting Orders in respect of
the St. Clair Agreement, the Patricia Agreement, the Mallow Agreement and the
asset purchase agreement relating to Lawrence (the “Lawrence Agreement”)
(collectively, the “Sales Agreements”).



ksv advisory inc. Page 7

2. The St. Clair Agreement was originally scheduled to be completed on
September 30, 2016. The purchaser requested that the closing of the St. Clair
Agreement be extended until October 7, 2016. The Monitor consented to the
extension request, provided the purchaser increased its deposit. The purchaser
increased the deposit and the St. Clair Agreement was completed on October 7,
2016.

3. The Patricia Agreement was scheduled to close on October 11, 2016 and did so as
scheduled.

4. The Mallow Agreement was scheduled to close on October 11, 2016 and did so as
scheduled.

5. The Lawrence Agreement was scheduled to be completed on September 30, 2016;
however, on that date, counsel for the purchaser advised the Applicants’ counsel
(the “Applicants’ Counsel”) that his client will not be delivering the closing funds.
Accordingly, as at the date of this Report, the Lawrence Agreement has not been
completed. The Monitor has retained the deposit provided under the Lawrence
Agreement and is considering options to realize on the Lawrence property.
Subsequently, letters have been issued by counsel for the Applicants, the Monitor
and the purchaser, each setting out their client’s respective legal position. The
Applicants’ and the Monitor’s position is that the purchaser repudiated the Lawrence
Agreement and that the Monitor is entitled to retain the deposit.

6. The proceeds from the completion of the St. Clair Agreement, the Patricia
Agreement and the Mallow Agreement have been paid to the Monitor’s Urbancorp
trust account. By Court Order dated September 29, 2016, the Monitor was
authorized to repay the first mortgage indebtedness to Terra Firma Capital
Corporation and Atrium Mortgage Investment Corporation (“AMIC”) in respect of the
Patricia property and the Mallow property and the indebtedness under the DIP
Facility (as defined in the Court Order dated June 30, 2016) to AMIC. The Monitor
has repaid the foregoing indebtedness:

 Pre-NOI first mortgage on Patricia totaling $3,927,726;

 Pre-NOI first mortgage on Mallow totaling $4,011,817; and

 DIP Facility totaling $3,277,637.

9.0 Confidential Appendices

1. This Report contains appendices (“Confidential Appendices “1” to “3”) relating to
offers received, including the PSA. The Monitor recommends the appendices be
filed with the Court on a confidential basis and be sealed until further order of the
Court. If these documents are not sealed, the information contained therein could
negatively impact the Property Company’s realization in the event that the PSA is
not completed.
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2. In the Monitor’s Fifth Report, the Monitor recommended that the Sales Agreements
be filed with the Court on a confidential basis and be sealed. The Monitor made the
recommendation on the basis that if the documents were not sealed, the information
contained therein could negatively impact the realizations in the event that the
transactions did not close. On September 15, 2016, the Court ordered that the Sale
Agreements be sealed until further order of the Court. As the St. Clair Agreement,
the Patricia Agreement and the Mallow Agreement have been completed, the
Monitor recommends that those documents now be unsealed.

10.0Conclusion 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(c) of this Report.

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
IN ITS CAPACITY AS CCAA MONITOR OF
THE URBANCORP CCAA ENTITIES
AND NOT IN ITS PERSONAL CAPACITY
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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 (the “NOI Proceedings”). (Collectively, St. Clair,
Patricia, Mallow, Downsview and Lawrence are referred to as the “NOI Entities” and
the NOI Entities and UTMI are referred to as the “Companies”.)

2. KSV Kofman Inc. (“KSV”) was appointed as the Proposal Trustee in the NOI
Proceedings.

3. Pursuant to an Order made by the Ontario Superior Court of Justice (Commercial List)
(“Court”) dated May 18, 2016 (“Initial Order”), the Applicants (which include the
Companies) together with the entities listed on Schedule “A” attached (collectively,
the "Urbancorp CCAA Entities") were granted protection under the Companies’
Creditors Arrangement Act (the “CCAA”) and KSV was appointed monitor (the
“Monitor”).

4. This report (the “Report”) is filed by KSV in its capacity as Monitor.

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. 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

JUNE 9, 2016
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5. The Initial Order:

a) granted a stay of proceedings for the Urbancorp CCAA Entities to June 17,
2016;

b) approved an interim credit facility (the “Interim Credit Facility”) in the amount of
$1.9 million between Urbancorp Partner (King South) Inc. (“King South”), as
lender, and the Urbancorp CCAA Entities, as borrowers, and authorized the
Monitor to cause any Urbancorp CCAA Entity with available cash to loan that
cash to another Urbancorp CCAA Entity, as required (an “Approved
Intercompany Advance”);

c) authorized the Monitor to solicit proposals for interim financing to replace or
augment the Interim Credit Facility (the “DIP Solicitation Process”);

d) approved a protocol (the “Protocol”) between the Monitor and Guy Gissin,
functionary of Urbancorp Inc. (the “Functionary”), as appointed by the Israeli
District Court in Tel Aviv-Yafo (the “Tel Aviv Court”);

e) provided the Monitor with enhanced authority in the CCAA proceedings,
including control of the cash management system, operational decision making
and the direction of the restructuring process generally; and

f) granted the Administration Charge, the Intercompany Lender’s Charge, the
Interim Lender’s Charge and the Director’s Charge, all as defined in the Initial
Order.

6. The principal purpose of the CCAA proceedings is to create a stabilized environment
to allow the Urbancorp CCAA Entities the opportunity to consider their restructuring
options, including development opportunities and/or selling some or all of their
properties through a Court approved process.

1.1 Purposes of this Report

1. The purposes of this Report are to:

a) provide background information about the Urbancorp CCAA Entities and these
proceedings;

b) provide the Court with an update on:

i. Urbancorp Inc.’s proceedings in Israel (the “Israeli Proceedings”), which
have been recognized as a foreign main proceeding by the Court under
Part IV of the CCAA (the “Part IV Proceedings”);
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ii. the Urbancorp CCAA Entities’ restructuring, including the status of
development opportunities and a sale process to be finalized shortly by the
Monitor; and

iii. the DIP Solicitation Process;

c) report on the Urbancorp CCAA Entities’ cash flow projection for the period
June 4, 2016 to September 2, 2016 (“Cash-Flow Statement”);

d) summarize the terms of a debtor-in-possession facility (the “DHI Facility”) in the
amount of $8 million between Mattamy (Downsview) Limited (“Mattamy”), as
lender, and Downsview, as borrower, as well as a charge (the “DHI Facility
Charge”) in favour of Mattamy over Downsview’s assets, properties and
undertakings to secure repayment of the amounts borrowed by Downsview
under the DHI Facility;

e) provide an overview of the Monitor’s activities since the commencement of the
CCAA proceedings; and

f) recommend that the Court make an Order:

i. granting the Urbancorp CCAA Entities’ request for an extension of its stay
of proceedings from June 17, 2016 to September 2, 2016;

ii. approving the DHI Facility and the DHI Facility Charge; and

iii. approving this Report and the activities of the Monitor as set out in this
Report.

1.2 Currency

1. Unless otherwise noted, all currency references in this Report are to Canadian dollars.

1.3 Restrictions

1. In preparing this Report, the Monitor has relied upon unaudited financial information
of the Urbancorp CCAA Entities, the books and records of the Urbancorp CCAA
Entities and discussions with representatives of the Urbancorp CCAA Entities,
including their lawyers and accountants. The Monitor has not performed an audit or
other verification of such information. The financial information discussed herein is
preliminary and remains subject to further review. The Monitor expresses no opinion
or other form of assurance with respect to the financial information presented in this
Report.
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2. An examination of the Urbancorp CCAA Entities’ Cash Flow-Statement as outlined in
the Chartered Professional Accountant Canada Handbook has not been
performed. Future oriented financial information relied upon in this Report is based
on the Urbancorp CCAA Entities’ assumptions regarding future events; actual results
achieved may vary from this information and these variations may be material. The
Monitor expresses no opinion or form of assurance on whether the Cash-Flow
Statement will be achieved.

2.0 Background

1. The Urbancorp CCAA Entities, together with several affiliates, comprise the
Urbancorp Group (collectively, the “Group”). The business of the Group commenced
in 1991. The Group primarily engages in the development, construction and sale of
residential properties in the Greater Toronto Area. The Group also owns rental
properties and geothermal assets1. A condensed organization chart for the Group is
provided in Appendix “A”.

2. The ultimate shareholders of the Group are Alan Saskin and members of his family.

3. At the commencement of the CCAA proceedings, the Urbancorp CCAA Entities had
several projects in various stages of development and construction. The projects
require significant capital in order to be completed. The Urbancorp CCAA Entities are
in need of funding. They will be unable to generate positive cash flow until the projects
are advanced.

4. UTMI provides back-office support for the Group, including human resources and
accounting. As at June 6, 2016, UTMI employed approximately 13 individuals; it is
the sole employer in the Group. UTMI provides services to the Urbancorp CCAA
Entities and to other entities in the Group, including:
(i) Edge Residential Inc., Edge on Triangle Park Inc. and Bosvest Inc. which are
subject to the NOI proceedings in which The Fuller Landau Group Inc. (“Fuller
Landau”) is the Proposal Trustee; and (ii) Urbancorp (Leslieville) Developments Inc.,
Urbancorp (Riverdale) Developments Inc. and Urbancorp (The Beach) Developments
Inc. which are subject to receivership proceedings in which Alvarez & Marsal Canada
Inc. (“A&M”) has been appointed receiver. UTMI’s workforce is not unionized and it
does not maintain a pension plan.

2.1 Israeli Proceedings

1. Urbancorp Inc. was incorporated on June 19, 2015 for the purpose of raising capital
in the public markets in Israel.

1 Geothermal assets use “green technology” to provide heating and cooling to residential developments.
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2. Pursuant to a deed of trust dated December 7, 2015, Urbancorp Inc. made a public
offering of debentures (the “IPO”) in Israel for NIS 180,583,000 (approximately C$64
million based on the exchange rate at the time of the IPO) (the “Bonds”). The Bonds
traded on the Tel Aviv Stock Exchange (the “TASE”). Urbancorp Inc. is alleged to
have defaulted on the Bonds and trading in the Bonds has been suspended by the
TASE.

3. The majority of the proceeds from the Bonds were used to provide loans to the NOI
Entities so that the NOI Entities could in turn repay their loan obligations owing at the
time. The loan agreements between Urbancorp Inc. and the NOI Entities set out that
these advances are unsecured and can only be paid from surplus cash flow after all
other creditors are paid in full. The maturity date of the Bonds is December 31, 2019,
at which time they must be repaid.

4. Pursuant to the Recognition Order issued in the Part IV Proceedings:

a) Mr. Gissin was appointed as the foreign representative of Urbancorp Inc.;

b) the Israeli Proceedings were recognized as a “foreign main proceeding”;

c) a decision by the Tel Aviv Court granting the Functionary certain powers,
authority and responsibilities over Urbancorp Inc. was recognized by the Court;
and

d) KSV was appointed as the Information Officer;

5. Pursuant to the Initial Order, the Court approved the Protocol between the Monitor
and the Functionary. The Protocol addresses, inter alia, the sharing of information
between the Functionary and the Monitor, the manner in which the Functionary is to
have input in the CCAA restructuring process and that KSV would be the Information
Officer in the Part IV Proceedings.

6. Further background concerning the Group and the Israeli Proceedings was provided
in the affidavit of Alan Saskin, the sole director and officer of each of the Companies,
sworn May 13, 2016 (the “Saskin Affidavit”) and the First Report of KSV as Proposal
Trustee dated May 13, 2016 (the “Proposal Trustee Report”). The Saskin Affidavit,
the Proposal Trustee Report and other publically available materials filed in the
insolvency proceedings are available on KSV’s website at:
http://www.ksvadvisory.com/insolvency-cases-2/urbancorp/.

3.0 Update on the Israeli Proceedings

1. Since the commencement of the CCAA proceedings, the Monitor has been in regular
contact with the Functionary and its Canadian counsel, Goodmans LLP, to provide
updates and consult with the Functionary on major issues in the Urbancorp CCAA
Entities’ restructuring process.
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2. On May 10, 2016, the Functionary made an application to the Tel Aviv Court to, inter
alia, authorize the Functionary to enter into the Protocol. On May 11, 2016, the Tel
Aviv Court made an Order authorizing the Functionary to enter into the Protocol. On
May 22, 2016, the Tel Aviv Court made an order extending the appointment of the
Functionary to September 22, 2016.

3. The Functionary shortly intends to seek an Order of this Court calling for claims by
Canadian creditors against Urbancorp Inc. and establishing a bar date for same. The
Monitor expects that the Functionary will seek an order of this Court approving a
claims process, including the form of claims’ notice that is to be published. The
Monitor and the Functionary have been in discussions in this regard.

4.0 Restructuring Process

4.1 Development Proposal

1. Prior to the commencement of the restructuring proceedings, the Group was engaged
in discussions with a real estate developer regarding a development proposal for the
properties owned by the NOI Entities, other than the property owned by Downsview
(the “Properties”).

2. On May 12, 2016, the Monitor received a letter of intent from the developer. The
Monitor engaged in negotiations with the developer and considered making the
development proposal a stalking horse offer in a realization process. A stalking horse
process is often beneficial to maintain stakeholder support, such as employees,
customers and vendors during a sale process, so that goodwill is preserved. As the
main asset of the NOI Entities is raw land, the Monitor concluded that a stalking horse
is of limited benefit, if any, at this stage of the sale process2. Accordingly discussions
with the developer were discontinued during the week of May 27, 2016.

4.2 Broker Solicitation Process

1. In early June, the Monitor requested proposals from realtors to act as its listing agent
for the Properties. Proposals are due on June 13, 2016.

2. Upon selection of one or more successful proposals, the Monitor and the realtor(s)
will develop a realization process to be approved by the Court. The Monitor expects
Court approval to be sought prior to the end of June, 2016. A copy of the package
sent to the realtors is provided in Appendix “B”.

3. Each of the realtors has a national or significant practice and has experience selling
real estate similar to the Properties.

4. In selecting a realtor, the Monitor will also consider unsolicited proposals it receives.

2 The Monitor contemplates that the sale process for which it intends to seek Court approval will provide the option,
but not the obligation, to have the best offer or offers to be a stalking horse in an auction.
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5.0 Cash Flow

1. The Cash-Flow Statement and related assumptions for the period June 4, 2016 to
September 2, 2016 (the “Period”), together with Management’s Report on the Cash-
Flow Statement, are provided in Appendix “C”.

2. The Urbancorp CCAA Entities’ principal assets are undeveloped real estate, which do
not presently generate positive cash flow. The most immediate cash requirement is
$8 million required to fund an equity injection by Downsview to DHI under the DHI
Facility (discussed in Section 7 below). The remaining expenses in the Cash-Flow
Statement include payroll, general and administrative expenses and professional
fees.

3. As of the date of this Report, the Urbancorp CCAA Entities have a cash balance of
approximately $2.1 million. The Urbancorp CCAA Entities’ cash balance is projected
to be fully utilized by July 15, 2016. Accordingly, a debtor-in-possession facility (a
“DIP Facility”) will be required at that time.

4. The Monitor is of the view that the material assumptions in the Cash-Flow Statement
are reasonable. The Monitor’s report on the Projection is provided in Appendix “D”.

6.0 DIP Financing Process

1. The Initial Order authorized the Monitor to conduct the DIP Solicitation Process.

2. The Monitor is seeking a DIP Facility in the amount of $10 million. The DIP Facility is
to be secured by unencumbered raw land owned by Lawrence and St. Clair (the
“Collateral”). Estimates of value recently received by the Monitor indicate that the
value of the Collateral exceeds the anticipated amount of the DIP Facility.

3. It is contemplated that the proceeds from the DIP Facility will be used to fund operating
costs and professional fees incurred by the Urbancorp CCAA Entities during the
restructuring process. It may also be used to repay amounts that have been loaned
among the Urbancorp CCAA Entities since the commencement of the NOI
proceedings under the Intercompany Lender’s Charge and the Interim Lender’s
Charge.

4. Between June 6 and 8, 2016, the Monitor sent a letter to several parties detailing the
DIP opportunity (the “Solicitation Letter”).3 Attached to the Solicitation Letter was: (i)
a confidentiality agreement (the “CA”); and (ii) a form of term sheet to be used by
interested parties to submit their bids. A copy of the Solicitation Letter is attached as
Appendix “E”. Interested parties who sign CAs will be provided access to an online
data room. The data room contains information concerning the Collateral, including
environmental reports, zoning studies and appraisals.

3 The majority of the Solicitation Letters were sent on June 6, 2016. Additional letters were sent on June 7 and 8, 2016
to parties who expressed an interest on these dates.
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5. The following criteria, among others, will be considered in respect of DIP proposals:

a) term;

b) interest rate and fees; and

c) conditions.

6. The terms of the selected DIP proposal will be subject to Court approval.

7.0 Downsview

1. Downsview Homes Inc. (“DHI”) owns land located at 2995 Keele Street in Toronto,
which is being developed into condominiums and low-rise residences (the
“Downsview Project”). Construction is in process. When completed, the Downsview
Project will consist of 1,136 residential units.

2. The shares of DHI are owned as follows: Downsview (51%) and Mattamy (49%).

3. Prior to the commencement of the CCAA proceedings, Mattamy made advances to
DHI on behalf of Downsview. Downsview also has obligations to Mattamy under a co-
ownership agreement (“Agreement”). Downsview has pledged its shares in DHI to
Mattamy as security for the advances and for Downsview’s obligations under the
Agreement.

4. Pursuant to a term sheet dated May 25, 2015 (the “bcIMC Term Sheet”), bcIMC
Construction Fund Corporation (“bcIMC”) provides construction financing for the
Downsview Project. A condition of the bcIMC Term Sheet is that Mattamy and
Downsview inject equity into DHI; approximately $8 million is required to be advanced
by Downsview.

5. Downsview does not have the cash to fund its portion of the required equity. If the
equity injection is not made, bcIMC may discontinue funding the Downsview Project.
Mattamy has agreed to loan Downsview the funds it requires to fund the equity
contribution.

6. Downsview has no material assets other than the shares of DHI which are subject to
transfer restrictions and co-ownership obligations.

7.1 DHI Facility4

1. The terms of the DHI Facility are set out in a term sheet (the “DHI Term Sheet”). A
copy of the DHI Term Sheet is attached as Appendix “F”. The significant terms of the
DHI Facility are below.

a) Amount: $8 million;

4 Terms not defined in this section have the meaning provided to them in the DHI Term Sheet.
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b) Maturity date: the earliest of (i) December 31, 2018; (ii) the date upon which all
conditions precedent to a plan under the CCAA have been satisfied; (iii) the date
on which Downsview has sufficient funds to repay the DHI Facility in full; and
(iv) such earlier date upon which repayment is required due to the occurrence
of an Event of Default;

c) Interest rate: 15% per annum, payable on maturity;

d) DHI Facility Charge: all obligations of Downsview under the DHI Facility are to
be secured by a first-ranking Court ordered charge over all present and after
acquired property, assets and undertakings of Downsview, subject only to the
UDDI Administration Charge;

e) Right of First Refusal (“ROFR”): provides Mattamy with 15 days to match the
terms of any take-out financing for the DHI Facility;

f) Conditions:

i. entry of the DHI Facility Approval Order by June 15, 2016;

ii. Alan Saskin to resign as an officer and director of DHI;

iii. bcIMC continues to fund DHI; and

iv. the absence of an Event of Default.

g) Events of default:

i. termination of the CCAA proceedings or the CCAA stay of proceedings;

ii. an Order modifying the DHI Financing Charge or the Interim Financing
Charge, which adversely impacts the rights of Mattamy;

iii. an Order modifying the Interim Financing Approval Order or DHI
Financing Approval Order without the consent of Mattamy, in a manner
which adversely impacts the rights of Mattamy;

iv. failure of Downsview to pay any amounts owing to Mattamy when due;

v. if Downsview, or an affiliate of Dowsview or any director and/or officer of
Downsview, takes any actions with respect to Downsview’s business or
assets which have a material adverse effect on Mattamy or any assets
subject to the DHI Facility Charge;

vi. any material breach of a Court Order; and

vii. breaches of covenants in the DHI Term Sheet or the bcIMC Term Sheet,
which are not remedied for a period of five days.



ksv advisory inc. Page 10 of 14

7.2 Monitor’s Recommendation

1. The Monitor considered the following factors when considering the terms of the DHI
Facility, as well those set out in Section 11.2 of the CCAA:

a) Downsview is without cash to fund the equity injection. Mattamy has advised
that it may consider enforcing its security on the shares of DHI if Downsview
does not contribute its portion of the required equity. Without the equity injection
from Downsview and Mattamy, bcIMC may not fund its loan to the project, which
could put the Downsview Project at risk. The Downsview Project appears to be
a valuable asset. Making the equity injection allows the project to continue
without risk to Downsview’s interest;

b) At this time, Mattamy is the only party with sufficient understanding of the
Downsview Project and DHI to be able to advance funds prior to the deadline
for the equity injection, particularly since the only security to support such
funding are Downsview's shares in DHI, which are already pledged to Mattamy.

c) The Monitor is able to repay the DHI Facility at any time, without penalty;

d) The DHI Term Sheet is the result of negotiations among the Monitor, Downsview
and Mattamy. The Monitor understands that Mattamy is not willing to provide
the interim financing other than on the terms and conditions of the DHI Term
Sheet;

e) The interest rate on the DIP Facility is consistent with market, particularly given
the complexities of the Downsview project. It is also consistent with the interest
rates for advances made on behalf of a defaulting party under the Agreement;
and

f) The only meaningful security for the DHI Facility are the shares of DHI which
are currently pledged to Mattamy to secure obligations owing under the
Agreement. The Monitor has considered the ROFR and does not consider this
condition to be a practical or material impediment to receiving alternative
financing offers which may prove to be more advantageous than the DHI
Facility. The Monitor and Downsview have no current plans to seek alternative
financing, in these circumstances;

2. Based on the foregoing, the Monitor believes that the terms of the DIP Term Sheet
are reasonable in the circumstances.
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8.0 Request for an Extension

1. The Urbancorp CCAA Entities are seeking an extension of the stay of proceedings
from June 17, 2016 to September 2, 2016. The Monitor supports the Urbancorp CCAA
Entities’ request for an extension of the stay of proceedings for the following reasons:

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

b) no creditor will be materially prejudiced if the extension is granted;

c) it will allow the Urbancorp CCAA Entities the opportunity to continue the
realization process for the Properties;

d) it will allow the Monitor to address a myriad of other issues affecting the
Urbancorp CCAA Entities; and

e) as of the date of this Report, neither the Urbancorp CCAA Entities nor the
Monitor is aware of any party opposed to an extension.

9.0 Overview of the Monitor’s Activities

1. The Monitor’s activities since the commencement of the proceedings have included:

a) carrying out the Monitor’s duties and responsibilities in accordance with the
Initial Order;

b) corresponding with Davies Ward Phillips & Vineberg LLP, counsel to the
Monitor, and Borden Ladner Gervais LLP, counsel to the Urbancorp CCAA
Entities, concerning all matters in the CCAA proceedings;

c) attending on a near daily basis at the Urbancorp CCAA Entities’ head office;

d) corresponding regularly with purchasers of residential units regarding the status
of their deposits and their projects;

e) preparing and arranging for an advertisement in The Globe and Mail as required
under the CCAA;

f) preparing and e-filing with the Office of the Superintendent of Bankruptcy Form
1 and Form 2, as required by the CCAA;

g) considering a letter of intent provided by a national home builder in respect of
the Properties;

h) reviewing the Urbancorp CCAA Entities’ daily bank activity;

i) reviewing information regarding the Group’s geothermal assets;

j) making a digital backup of the Group’s books and records;
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k) considering UTMI’s costs, as well as the allocation of those costs between the
Urbancorp CCAA Entities and entities not included in the CCAA proceedings;

l) corresponding with Fuller Landau and A&M regarding their insolvency
proceedings;

m) corresponding with Harris Schaeffer LLP, the Group’s corporate lawyers, to
obtain information concerning the background of the Urbancorp CCAA Entities;

n) corresponding with MNP LLP, the Group’s accountants;

o) considering and advancing a sale process, including compiling a list of
prospective purchasers and assembling an electronic data room;

p) corresponding frequently with interested purchasers and lenders;

q) convening meetings with UTMI’s employees to apprise them of developments
in the restructuring process;

r) reviewing information provided by the Urbancorp CCAA Entities in connection
with the Properties, including:

i. purchase and sale agreements;

ii. site plan details;

iii. environmental reports and development reports;

iv. schedules summarizing deposits received from home buyers;

v. property surveys; and

vi. appraisals.

s) corresponding extensively with key stakeholders in these proceedings,
including secured lenders and their respective legal counsel;

t) preparing the DIP Solicitation Process materials;

u) compiling information in a data room in respect of the DIP Solicitation Process;

v) corresponding with the Urbancorp CCAA Entities’ insurance broker to add the
Monitor as a loss payee and named insured on the insurance policies;

w) preparing a Request for Proposals in connection with the process to solicit
proposals from realtors;

x) paying expenses incurred in the CCAA proceedings;

y) corresponding regularly with the Functionary and its Canadian counsel;
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z) corresponding regularly with Mattamy and its counsel;

aa) negotiating the DHI Facility;

bb) changing the signatories on the Urbancorp CCAA Entities’ bank accounts to
representatives of the Monitor, as required pursuant to the Initial Order;

cc) mailing a notice to the Urbancorp CCAA Entities’ creditors, as required pursuant
to the CCAA;

dd) reviewing the Projection and the underlying assumptions;

ee) preparing Management’s Reports on Cash Flow Statement;

ff) preparing the Monitor’s Reports on Cash Flow Statement;

gg) preparing an e-mail to the Service List, as required pursuant to the Commercial
List E-Service Protocol;

hh) corresponding with UTMI’s employee benefits provider to arrange for the
continuation of benefits during the CCAA proceedings;

ii) corresponding with Bennett Jones LLP, Mr. Saskin’s counsel, regarding various
matters in these proceedings;

jj) corresponding with prospective purchasers of the Urbancorp CCAA Entities’
properties;

kk) responding to enquiries from creditors, including the various secured creditors
of the Urbancorp CCAA Entities;

ll) corresponding with representatives of Scotiabank, a lender to Kings Club
Development Inc. (“Kings Club”);

mm) reviewing information concerning Urbancorp New Kings Inc.’s (“UNKI”)
investment in Kings Club;

nn) corresponding with legal counsel for representatives of First Capital Realty Inc.,
UNKI’s partner in the Kings Club development;

oo) posting materials filed with the Court to the Monitor’s website for these
proceedings;

pp) maintaining the service list; and

qq) drafting this Report.
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10.0Conclusion and Recommendation

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

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
IN ITS CAPACITY AS CCAA MONITOR OF
THE URBANCORP CCAA ENTITIES
AND NOT IN ITS PERSONAL CAPACITY



Schedule “A”

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.
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