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1. This report (the "Supplemental Report") is the second supplement to the Twenty-
Second Report of the Monitor dated February 2, 2018 (the “Twenty-Second Report”) 
filed in the CCAA proceedings of the Cumberland CCAA Entities.  A copy of the 
Twenty-Second Report is attached hereto as Appendix “A”, without appendices. 

2. Defined terms in this Supplemental Report have the meanings provided to them in the 
Twenty-Second Report. 

3. In the course of the Foreign Representative’s action against Barry Rotenberg and 
Harris Shaeffer LLP, Mr. Rotenberg served a Statement of Defence which pleaded 
that Speedy had provided a waiver to KRI dated November 25, 2015 (the “Waiver”).  
A copy of the Statement of Defence is attached hereto as Appendix “B”.  Counsel to 
the Foreign Representative subsequently obtained a copy of the Waiver from counsel 
to Mr. Rotenberg and provided counsel to the Monitor with a copy of the Waiver on 
January 15, 2019. 

4. The Waiver, which was signed by Mr. Passero, the principal of Speedy, confirms and 
acknowledges that the Mortgage does not secure the Guarantee in respect of 
Saskin’s personal debt.  A copy of the Waiver is attached hereto as Appendix “C”. 
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5. The Debt Extension Agreement which forms the basis of Speedy’s Proof of Claim 
specifically provides that “The guarantee of [KRI] shall be strictly limited to the 
collateral mortgage as well as the cost of collection on the said mortgage.” 

6. Speedy did not disclose the Waiver to the Monitor as part of its Proof of Claim, which 
was filed entirely as a secured claim.  A copy of the Proof of Claim is attached hereto 
as Appendix “D”.  It was this secured claim that was the subject of the Monitor’s 
Disallowance and corresponding motion to uphold same.  Mr. Passero also did not 
disclose the Waiver in his affidavits sworn March 12, 2018 and April 7, 2018 in 
opposition to the Disallowance motion.  A copy of these affidavits is attached hereto 
as Appendix “E”, without exhibits. 

7. On February 12, 2019, the Monitor provided a copy of the Waiver to Mr. Saskin and 
asked him why he had not brought this document to the Monitor’s attention given that 
he was aware of the Proof of Claim and the litigation concerning its disallowance.  
Mr. Saskin informed the Monitor that he assumed that the Monitor was already aware 
of it and that he did not pay close (or any) attention to the materials filed in the ensuing 
litigation.  Mr. Saskin also advised the Monitor that it is his recollection that the Waiver 
released both the mortgage and debt against KRI.  

8. The Monitor notes that it met with Mr. Saskin and an employee of Urbancorp, James 
Greff, on January 22, 2018 for the purpose of discussing the Twenty Second Report 
before it was finalized.  

9. Counsel to the Monitor and Foreign Representative have been in without prejudice 
discussions since January 15, 2019 with counsel to Speedy regarding the Waiver, its 
impact on the appeal and the form of a consent order to vary the order of Mr. Justice 
Myers on the motion.  A copy of this consent order is attached as Appendix “F”.  The 
Monitor brought this motion to adduce fresh evidence promptly following the 
conclusion of these without prejudice discussions. 

*     *     * 

All of which is respectfully submitted, 

 

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

 



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.



Appendix “A”



Twenty-Second 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.,
KRI Residential Inc., Urbancorp 60 St.
Clair Inc., High Res. Inc., Bridge On King
Inc. and the Affiliated Entities Listed in
Schedule “A” Hereto

February 2, 2018



Contents Page

1.0 Introduction ........................................................................................................... 1
1.1 Purpose of this Report............................................................................... 2
1.2 Restrictions................................................................................................ 3

2.0 Background ........................................................................................................... 3
2.1 Bay LP....................................................................................................... 4
2.2 Reorganization .......................................................................................... 5
2.3 The Israel Bond Issue ............................................................................... 6
2.4 Insolvency of the Urbancorp Group........................................................... 6

3.0 Overview of Speedy's Claim ................................................................................. 7
3.1 Debt Extension Agreement (November 14, 2015)..................................... 7
3.2 The Secured Guarantee............................................................................ 8

3.2.1 Current Value............................................................................... 8
3.2.2 Guarantee Date Value ................................................................. 9

3.3 Impact of the Speedy Claim on UCI .......................................................... 9
3.4 Edge and Bay Creditor Groups ............................................................... 11

4.0 Solvency of Bay LP ............................................................................................. 11
4.1 Definition of an Insolvent Person............................................................. 11
4.2 Balance Sheet Test ................................................................................. 12
4.3 Cash Flow Test ....................................................................................... 13
4.4 Accounts payable .................................................................................... 13
4.5 Mortgages ............................................................................................... 14
4.6 Terra Firma Capital Corporation.............................................................. 14
4.7 Laurentian Bank of Canada (“LBC”) ........................................................ 15
4.8 Other Indicators of Distress..................................................................... 15

5.0 Conclusion .......................................................................................................... 16

6.0 Recommendation ................................................................................................ 17



ksv advisory inc.

Schedules and Appendices
Schedules

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

Appendix Tab

Speedy Proof of Claim.......................................................................................................A

Disallowance......................................................................................................................B

Notice of Dispute ...............................................................................................................C

Corporate Chart .................................................................................................................D

Bay LP Corporate Chart.....................................................................................................E

Brief Description of Bay Entities’ Purpose .........................................................................F

UCI Group Corporate Chart .............................................................................................. G

Mortgage............................................................................................................................H

Urbancorp E-mail correspondence ..................................................................................... I

Urbancorp E-mail correpsondence .................................................................................... J

Parcel Register ..................................................................................................................K

Bay Entities’ Creditors List ................................................................................................. L

Edge Creditors List ........................................................................................................... M

Fair Value Adjustments......................................................................................................N

Lawrence Loan Renewal .................................................................................................. O

St. Clair Village Loan Renewal ..........................................................................................P

Tarion email to Saskin dated October 16, 2015................................................................ Q



ksv advisory inc. Page 1 of 17

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, Lawrence and UTMI are referred to as the
“Companies”.) KSV Kofman Inc. (“KSV”) was appointed as the Proposal Trustee in
the NOI Proceedings.

2. Pursuant to an order made by the Ontario Superior Court of Justice (Commercial List)
(the “Court”) dated May 18, 2016 (the “Initial Order”), the Companies, 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 appointed monitor
(the “Monitor”) (the “Cumberland CCAA Proceedings”).

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

TWENTY-SECOND REPORT OF KSV KOFMAN INC.

February 2, 2018
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3. On September 15, 2016, the Court issued an order establishing a procedure to identify
and quantify claims against the Cumberland CCAA Entities and against the current
and former directors and officers of the Cumberland CCAA Entities and providing
procedures for the resolution of any disputes arising therefrom (the “Claims Procedure
Order”).

4. On October 19, 2016, Speedy Electrical Contractors Ltd. (“Speedy”) filed a proof of
claim (the “Proof of Claim”) against King Residential Inc. (“KRI”) in the amount of
$2,323,638.54 (the "Claim") in respect of a limited guarantee provided on November
15, 2015 (the “Guarantee Date”) by KRI to Speedy for debts owing by Alan Saskin
(“Saskin”) and by Edge on Triangle Park Inc. (“Edge”) (the “Guarantee”); KRI is a
Cumberland CCAA Entity and Edge is not.

5. As security for the Guarantee, KRI provided a collateral mortgage (the “Mortgage”) to
Speedy on thirteen specific condominiums and thirteen specific parking spots 1

(collectively, the “Residential Units”). A copy of the Proof of Claim is attached as
Appendix "A".

6. The Monitor was (and remains) unable to determine that anything more than nominal
consideration was received by KRI for the Guarantee and/or Mortgage (the "Secured
Guarantee"). Accordingly, on November 11, 2016, the Monitor issued a Notice of
Revision or Disallowance to Speedy disallowing its Claim in full (the "Disallowance").
The Claim was disallowed on the basis that the granting of the Secured Guarantee
could be voidable as a transfer at undervalue and as a fraudulent conveyance or
preference. A copy of the Disallowance is attached as Appendix "B".

7. The Monitor also notes that the granting of the Secured Guarantee could be
considered to have been oppressive or unfairly prejudicial to or to have unfairly
disregarded the interest of KRI’s other creditors at the time it was granted.

8. On November 25, 2016, Speedy filed a Notice of Dispute of Revision or Disallowance
with the Monitor (the "Notice of Dispute"). A copy of the Notice of Dispute is attached
as Appendix "C". The Claim remains unresolved and therefore the parties have
agreed to have it determined by the Court.

9. Additional information relating to these CCAA proceedings, including all reports
previously filed by the Monitor, is available at the Monitor's website at
http://www.ksvadvisory.com/insolvency-cases/urbancorp-group/.

1.1 Purpose of this Report

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

a) provide background information concerning the Cumberland CCAA Entities and
these proceedings;

b) set out the Monitor’s review of the Claim, including the solvency of Cumberland
CCAA Entities at the Guarantee Date, and the basis for the Disallowance; and

1 KRI owns 48 parking spots. The Speedy parking spots are a subset of those parking spots.
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c) recommend the Court make an order:

(i) confirming the Disallowance;

(ii) setting aside the Secured Guarantee as void as against KRI and the
Monitor; and

(iii) declaring the Mortgage as unenforceable or, if the Court determines that
the Claim is valid, limiting the Secured Guarantee to the net realizations
from the sale of the Residential Units.

1.2 Restrictions

1. In preparing this Report, the Monitor has reviewed the following information:

a) unaudited financial and other information of the Urbancorp Group;2

b) accounting records for the Bay Entities;3 and

c) the Proof of Claim and Notice of Dispute.

2. In preparing this Report, the Monitor also relied on discussions with the Urbancorp
Group’s management, including Saskin and James Greff, an employee of UTMI.

3. The Monitor has not performed an audit or other independent verification of the
information discussed herein. The Monitor expresses no opinion or other form of
assurance with respect to the financial information presented in this Report. The
Monitor has reviewed but not confirmed information and documentation concerning
the Reorganization, as defined in Section 2.0 below.

2.0 Background

1. The Urbancorp Group appears to have been founded in 1991 by Saskin. The
Urbancorp Group is principally involved in the development of residential real estate
projects in the Greater Toronto Area.

2. The Urbancorp Group set up single purpose, project-specific corporations that in most
instances acted as bare trustee corporations or nominees for their beneficial owners.

3. Prior to a corporate reorganization completed on or around December 15, 2015 (the
“Reorganization”), the beneficial owners of the various development projects were
limited partnerships each owned by Saskin and/or members of his family. The limited
partnerships that were the beneficial owners of the various projects prior to the
Reorganization were:

 TCC/Urbancorp (Bay) LP (“Bay LP”);

 Urbancorp (Bay/Stadium) LP (“Bay/Stadium LP”); and

2 The Cumberland CCAA Entities together with several affiliates comprise the “Urbancorp Group”.

3 The direct and indirect subsidiaries of TCC/Urbancorp (Bay) LP comprise the Bay Entities.
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 Urbancorp (Stadium Road) LP (“Stadium Road”).

4. The ownership of Bay LP at the Guarantee Date is believed to have been:

 Deaja Partner (Bay) Inc. – General Partner - .01%

 Saskin – Limited Partner – 79.99%

 Vestaco Investments Inc., as nominee for Doreen Saskin – Limited Partner –
20.00%

5. A copy of the corporate chart reflecting the ultimate owners of Bay/Stadium LP and
Stadium Road at the Guarantee Date is attached as Appendix “D”.

6. The Secured Guarantee was provided prior to the Reorganization. At the time the
Secured Guarantee was provided, KRI was a wholly-owned subsidiary and nominee
of Bay LP and Edge was a wholly-owned subsidiary and nominee of Bay/Stadium LP.

2.1 Bay LP

1. The Monitor understands that Bay LP was formed in 1999. Bay LP owned and
developed various real estate projects through nominee corporations.

2. A copy of Bay LP’s corporate chart prior to the Reorganization is provided in Appendix
“E”.

3. Bay LP owned, directly or indirectly, each of the following entities prior to the
Reorganization:4

 KRI
 St. Clair
 Patricia
 Mallow
 Lawrence
 Urbancorp (North Side) Inc. (“North Side”)
 Urbancorp (952 Queen West) Inc. (“Queen”)
 Urbancorp New Kings Inc. (“UNKI”)
 Urbancorp Partner (King South) Inc. (“King South”)
 Urbancorp 60 St. Clair Inc. (“60 St. Clair”)
 Urbancorp (Woodbine) Inc. (“Woodbine”)
 Urbancorp (Bridlepath) Inc. (“Bridlepath”)
 High Res Inc. (“High Res”)
 Urbancorp the Bridge Inc. (the “Bridge”)5

 The Townhouses of Hogg’s Hollow Inc. (“Hoggs Hollow”)
 King Towns Inc. (“King Towns”)
 Newtowns at Kingtowns Inc. (“Newtowns”)

4 Downsview was also a subsidiary of Bay LP. It was transferred to Urbancorp Inc. prior to the Reorganization.

5 The name of this entity was subsequently changed to The Bridge on King Inc.
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Collectively, the direct and indirect subsidiaries of Bay LP prior to the Reorganization
are referred to as the “Bay Entities” and each individually is a “Bay Entity”. The
Monitor understands that prior to the Reorganization, each Bay Entity was a nominee
for Bay LP and, as such, their assets and liabilities were assets and liabilities of Bay
LP.

4. Set out in Appendix “F” is a brief description of the purpose of each Bay Entity, each
of which is believed to be a single purpose entity.

2.2 Reorganization

1. Urbancorp Inc. (“UCI”) was incorporated in June, 2015 in connection with the
Reorganization for the purpose of raising capital through a bond issuance in the public
markets in Israel (the “Israel Bond Issue”). As part of the Reorganization, the following
entities were formed and became wholly-owned subsidiaries of UCI:

 Urbancorp Realtyco Inc.;

 Urbancorp Residential Inc.;

 Urbancorp Cumberland 1 LP (“Cumberland 1”); and

 Urbancorp Cumberland 2 LP (“Cumberland 2”).

2. In connection with the Israel Bond Issue:

a) all Bay Entities were transferred to Cumberland 1 (collectively, the “Cumberland
Entities"6), except for Woodbine, Bridlepath, Hoggs Hollow, King Towns and
Newtowns, all of which remained subsidiaries of Bay LP (the “Remaining Bay
Entities”); and

b) Bay/Stadium LP transferred certain of its subsidiaries to Cumberland 2,
including Edge.

3. In exchange for these transfers:

a) Bay LP received Class D Shares of Urbancorp Holdco Inc. (“UHI”), the parent
company of UCI; and

b) Bay/Stadium LP received Class “E” shares of UHI.

4. The UCI group's corporate organizational chart after the Reorganization is attached
as Appendix “G”.

5. The Remaining Bay Entities are subject to separate CCAA proceedings pursuant to
which KSV is also the monitor (the "Bay Monitor"). The Reorganization is discussed
in greater detail in the Bay Monitor’s Tenth Report to Court, dated July 24, 2017, which
can be found on the Monitor’s website at: http://www.ksvadvisory.com/insolvency-
cases/urbancorp-group/.

6 St. Clair, Patricia, Mallow, Lawrence, KRI, North Side, Queen, UNKI, King South, 60 St. Clair, High Res and Bridge.
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2.3 The Israel Bond Issue

1. The Israel Bond Issue closed in December, 2015. UCI raised approximately $64.2
million before costs and reserves for future interest and expenses totaling
approximately $7.4 million. The net proceeds received by UCI from the Israel Bond
Issue was approximately $56.8 million (the “Proceeds”). Of this amount, $51.9 million
was used to repay secured debt owed by various indirect subsidiaries of UCI and the
remainder was used for general working capital purposes.

2.4 Insolvency of the Urbancorp Group

1. Within five months of the Israel Bond Issue, substantially all of the entities in the
Urbancorp Group were subject to insolvency proceedings, including all direct and
indirect subsidiaries of UCI.7 In addition to the Cumberland CCAA Proceedings, the
following insolvency proceedings were commenced:

a) on April 25, 2016, the District Court in Tel Aviv-Yafo 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”). The Israeli Proceedings
have been recognized in Canada under Part IV of the CCAA. KSV was
appointed as the Information Officer in the Israeli Proceedings;

b) on April 25, 2016, Woodbine and Bridlepath each filed a Notice of Intention to
file a Proposal ("NOI") pursuant to the Bankruptcy and Insolvency Act ("BIA").
KSV was appointed as the Proposal Trustee in these proceedings. Pursuant to
an order made by the Court dated October 18, 2016, the Remaining Bay
Entities, Bay LP and Deaja Partner (Bay) Inc., the general partner of
Bay LP (collectively, the “Bay CCAA Entities”), were granted CCAA protection
and KSV was appointed as the Bay Monitor;

c) on April 29, 2016, Edge, Bosvest Inc. and Edge Residential Inc. (collectively,
the "Edge Entities") each filed a NOI pursuant to the BIA. On October 16, 2016,
the Edge Entities, Cumberland 2 and Urbancorp Cumberland 2 GP Inc.
(collectively, the “Cumberland 2 Entities”) filed for and were granted protection
under the CCAA (the "Cumberland 2 CCAA Proceedings"). The Fuller Landau
Group Inc. (“Fuller Landau”) is the Monitor in the Cumberland 2 CCAA
Proceedings;

d) on April 29, 2016, Saskin filed a NOI pursuant to the BIA. Fuller Landau is the
Proposal Trustee in Saskin’s proposal proceedings; and

7 Other than UNKI. Pursuant to the Initial Order, Robert Kofman, the President of KSV and the person with primary oversight of
these proceedings on behalf of the Monitor, or such representative of KSV as Mr. Kofman may designate in writing from time-to-
time, was appointed to the management committee of the Kingsclub project owned by UNKI in place of Saskin, the sole officer and
director of UNKI.
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e) on May 31, 2016, the Court issued an order appointing Alvarez & Marsal
Canada Inc. as receiver and manager of Urbancorp (Leslieville) Developments
Inc. (“Leslieville”), Urbancorp (Riverdale) Developments Inc. and Urbancorp
(The Beach) Developments Inc. (the “Leslieville Entities”). The Leslieville
Entities are subsidiaries of Bay/Stadium LP.

3.0 Overview of Speedy's Claim

1. There are two components to Speedy’s claim:

 a $1 million unsecured loan to Saskin, plus interest and costs which continue to
accrue (the “Saskin Loan”); and

 $1,038,911.44 the (“Edge Amount") in respect of electrical services provided by
Speedy to Edge in respect of a project located at 38 Lisgar Street, Toronto (the
“Edge Project”).

2. The following is a chronology of the events relevant to Speedy's Claim:

 The Saskin Loan was made pursuant to a promissory note dated September 22,
2014. It bears interest at 12.5% per annum and originally matured on
September 23, 2015. This loan was not connected to the business and
operations of KRI; and

 From 2012 to 2015, Speedy provided electrical contracting services on the Edge
Project. At the time, Edge was a wholly-owned subsidiary and nominee of
Bay/Stadium LP – it is now a subsidiary and nominee of Cumberland 2. On
September 30, 2015, Speedy registered a construction lien against title to the
Edge Project for the amounts owed to it related to the Edge Project (the "Lien").

3.1 Debt Extension Agreement (November 14, 2015)

1. On November 14, 2015, Speedy, Saskin, Edge and KRI executed a Debt Extension
Agreement (the "Debt Extension Agreement") pursuant to which:

 Speedy paid $2 to KRI;

 the maturity date of the Saskin Loan was extended to January 30, 2016;8

 the Lien was discharged; and

 KRI provided the Secured Guarantee for obligations owed to Speedy in respect
of the Saskin Loan and the outstanding Edge Amount. The Secured Guarantee
is limited to the value of the assets charged by the Mortgage, plus up to $5,000
for legal costs. A copy of the Mortgage is attached as Appendix “H".

8 Saskin does not recall extending the Saskin Loan after the January 30, 2016 maturity date.
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2. Saskin has advised the Monitor that KRI entered into the Debt Extension Agreement
in order to facilitate the Israel Bond Issue. According to Saskin, the Israel Bond Issue
could not be completed with the Lien registered on the Edge Project.

3. From a review of the Urbancorp Group’s books and records, it appears that as early
as October 1, 2015, Speedy was pressing certain claims against Edge and Saskin,
including looking to petition Saskin into bankruptcy. Attached as Appendix “I” are
copies of e-mails dated October 1, 2015 from Speedy’s counsel and a UTMI employee
reflecting that Speedy was considering petitioning Saskin into bankruptcy. It also
appears that settlement discussions ensued quickly thereafter and that Speedy was
concerned with determining the creditors of Edge at that time. Attached as Appendix
“J” is an e-mail from Saskin to a UTMI employee regarding Speedy attempting to
determine the creditors of Edge.

4. The settlement ultimately reached appears to be reflected in the terms of the Debt
Extension Agreement which appears to have been signed by Saskin on November 1,
2015 and implemented on November 16, 2015, the date on which the Mortgage was
registered on title and the Lien discharged. A copy of the Parcel Register (the “Parcel
Register”) from the Land Registry Office reflecting the discharge of the Lien is
attached as Appendix “K”.

5. The Secured Guarantee was provided to Speedy by KRI in November 2015,
approximately six months before the Cumberland CCAA Entities filed for and obtained
protection under the CCAA (May 18, 2016).

6. A copy of the Debt Extension Agreement included with the Proof of Claim was not
executed by Speedy. The Monitor’s counsel, Davies Ward Phillips & Vineberg LLP,
has requested a fully executed copy of this agreement from Speedy’s counsel, but as
of the date of this Report it has not been provided.

7. Together with applicable interest and legal fees payable under the Saskin Loan,
Speedy’s Proof of Claim asserts a secured claim against all Cumberland CCAA
Entities in the total amount of $2,323,638.54, comprised of $1,274,727.10 owing
under the Saskin Loan (with interest), legal fees of $10,000 and the outstanding Edge
Amount of $1,038,911.44.

3.2 The Secured Guarantee

3.2.1 Current Value

1. The Secured Guarantee is limited to the value of the Residential Units and the legal
costs to a maximum of $5,000 in connection with the enforcement of the Mortgage.
The Mortgage was registered on title subsequent to mortgages on the Residential
Units held by TD Bank and Canadian Imperial Bank of Commerce (“CIBC”).

2. Pursuant to Court orders issued in the Cumberland CCAA Proceedings, the Monitor
is carrying out a sale process for 28 condominiums, 51 parking spots and seven
lockers owned by the Cumberland CCAA Entities, including the Residential Units. Of
the thirteen condominiums and thirteen parking spots subject to the Secured
Guarantee, nine condominiums and one parking spot have been sold. The remaining
condominiums are expected to be sold over the next few months. It is unclear if all of
the parking spots are saleable.
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3. The estimated value of the Secured Guarantee is set out in the below table.

($000s; unaudited)
Description Amount
Net realizations to date (9 condominiums and one parking spot) 1,427

Expected future gross realizations (4 condominiums) 1,141
Costs

TD Bank/CIBC Secured Debt (705)
Expected future realtor commissions (4.6% of list prices) (52)
Projected professional fees9 (40)

(797)

Estimated Value of Secured Guarantee, before realizing on the parking spots 1,771

4. Based on the table above, the estimated value of the Secured Guarantee is
approximately $1.771 million, prior to the sale of the remaining twelve parking spots.
The projected proceeds from the parking spots have been excluded from this estimate
because of the uncertainty related to their saleability. The ultimate value of the
Secured Guarantee cannot be fully determined until each of the Residential Units has
been sold.

3.2.2 Guarantee Date Value

1. The Monitor has also estimated the value of the Secured Guarantee as of the
Guarantee Date.

($000s; unaudited)
Description Amount
Fair value of condominiums10 3,141

CIBC/TD mortgages (2,487)
Estimated Value of Secured Guarantee, before realizing on the parking spots 654

2. Based on the table above, the estimated value of the Secured Guarantee at the
Guarantee Date was approximately $654,000, prior to the realization of the thirteen
parking spots. Accordingly, KRI provided a secured guarantee valued at $654,000 in
return for $2.

3.3 Impact of the Speedy Claim on UCI

1. UCI raised approximately $64.2 million through the Israel Bond Issue. Substantially
all of the proceeds from the Israel Bond Issue were advanced to the Urbancorp Group.

9 Assumes professional fees on the sale of each unit are $10,000. Includes professional fees of the Monitor and its legal counsel.
Also includes an allocation of the fees relating to the condominium sale process motion across each unit.

10 The fair value analysis for the condominiums is provided in Note 7 to Appendix “N”.
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2. A summary of UCI’s admitted claims and distributions to UCI in the Cumberland CCAA
Proceedings to date is provided below.

($000s; unaudited)

Entities
Claims

Filed
Admitted

Claims Distributions

Unpaid
Admitted

Claims

Total
Disputed
Claimsa

Cumberland Entities 46,275 37,174 30,352 6,822 -

Non-Cumberland
Entities11

11,457 10,155 - 10,155 1,302

57,732 47,329 30,352 16,977 1,302

a) The Monitor disallowed $9.1 million of the UCI claims filed against the Cumberland Entities,
which were objected to by UCI. Subsequently, UCI agreed to withdraw its objection.

3. The table reflects that approximately $17 million of UCI’s admitted claim against the
Cumberland CCAA Entities remains unpaid. There are approximately $12 million of
claims against the Cumberland CCAA Entities subject to dispute; all other claims have
been paid in full.

4. The Cumberland CCAA Entities have realized on all of their assets, other than eight
condominiums, 47 parking spots, three lockers, 12 geothermal assets and their
interests in Downsview and the Kingsclub development owned by UNKI.

5. In addition to the Cumberland CCAA Entities, UCI may also generate recoveries from:

 distributions to UCI from the Cumberland 2 Entities;

 distributions to UCI from the Bay CCAA Entities; and

 realizations from litigation commenced by UCI against Saskin and individuals
and entities related to Saskin and other parties.

6. It is uncertain whether UCI will generate recoveries sufficient to fully repay the
amounts owing from the Israel Bond Issue. Monies paid to satisfy the Speedy Claim
will reduce the amounts ultimately recoverable by UCI.

11 Downsview, UTMI, Vestaco Homes Inc., Vestaco Investments Inc. and 228 Queen Quay West Limited.

12 Four of these condominiums and 12 of these parking spots are subject to the Secured Guarantee.
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3.4 Edge and Bay Creditor Groups

1. The Bay Entities and Edge13 had different creditor groups as of the Guarantee Date.
Accounts payable ledgers for the Bay Entities and Edge as of the Guarantee Date are
attached as Appendix “L” and “M”, respectively. A summary of each of the accounts
payable ledgers is provided in the table below.14

($000s; unaudited) Edge Bay Entities
Amount owing 21,163 6,970
Largest creditor Canada Revenue Agency (14,533) City of Toronto (978)

4.0 Solvency of Bay LP

1. In performing its assessment of Speedy's claim, and as required under the BIA,
Fraudulent Conveyances Act (Ontario) ("FCA") and Assignment and Preferences Act
(Ontario) ("APA"), the Monitor has considered the debtor's solvency at the time of and
in connection with the Secured Guarantee transaction.

2. At the time of the Debt Extension Agreement and the Guarantee Date, KRI was a
nominee of Bay LP. Accordingly, the Monitor has prepared a solvency analysis of
Bay LP, as discussed below.

4.1 Definition of an Insolvent Person

1. An "insolvent person" is defined in section 2 of the BIA as:

a person who is not bankrupt and who resides, carries on a
business or has property in Canada, whose liabilities to creditors
payable as claims under this Act amount to one thousand dollars
and:

(a) who is, for any reason, unable to meet his obligations as
they generally become due, or

(b) who has ceased paying his current obligations in the
ordinary course of business generally as they become due,
or

(c) the aggregate of whose property is not, at fair valuation,
sufficient, or if disposed of at a fairly conducted sale under
legal process, would not be sufficient to enable payment of
all his obligations, due and accruing due.

Items (a) and (b) are known as the “cash flow” test and item (c) is known as the
“balance sheet” test.

13 At the Guarantee Date, Edge was a nominee of Bay/Stadium LP. The table in Section 3.4 provides a summary of the creditors of
Edge at the Guarantee Date to illustrate that the composition of its creditors was different than the Bay Entities’ creditor composition.
Bay/Stadium LP had creditors at the Guarantee Date, in addition to those in Edge.

14 According to the Urbancorp Group’s books and records as at the Guarantee Date.
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4.2 Balance Sheet Test

1. The Monitor has reviewed the books and records of the Bay Entities as at the
Guarantee Date. The Bay LP balance sheet has been adjusted to estimate the fair
valuation of Bay LP’s assets. Set out below is the Bay LP estimated balance sheet
as at the Guarantee Date (November 15, 2015), both at book value and at estimated
fair valuation:15

($000’s; unaudited)
Book Value

Fair Value
Adjustments Fair Valuation

Assets

Current Assets

Bank (224) 224 -

Restricted Cash 1,542 (1,542) -

Short term investments 531 (531) -

Intercompany receivables 11,392 (11,392) -

Sundry Assets 4,494 (2,473) 2,021

17,735 (15,714) 2,021

Property held for Development 98,541 4,254 102,795

116,276 (11,460) 104,816

Liabilities

Current liabilities

Accounts payable 6,969 224 7,194

Mortgages (Laurentian Bank of Canada)16 12,680 - 12,680

Total current liabilities. 19,649 224 19,873

Long term debt

Purchaser Deposits 16,198 (1,542) 14,656

Mortgages and other loans 55,676 - 55,676

Intercompany payable 7,400 - 7,400

Guarantee (contingent obligation)17 - 2,400 2,400

Other 357 - 357

Total long term debt 79,631 858 80,489

Total liabilities 99,280 1,082 100,362

Partners’ Equity 16,996 (12,542) 4,453

Total Liabilities and Equity 116,276 (11,460) 104,816

15 The Bay Entities do not maintain general ledgers for UNKI and North Side. The value of the assets of UNKI at the time of the
Guarantee Date is uncertain. Realizations from UNKI are uncertain and may not be significant – it may not generate any recoveries.
The Monitor understands that North Side’s only asset is its ownership interest in Bridge and the assets and liabilities of the Bridge
are included in the estimated fair valuation. UNKI and North Side have been excluded from the estimated fair valuation.

16 The Laurentian Bank of Canada (“LBC”) mortgage has been classified as a current liability as LBC had advised the Bay Entities
that it would not be renewing its loans.

17 For presentation purposes, the Secured Guarantee has been reflected at its face value of $2.4 million. The Bay Entities also
guaranteed a bond from Travelers Guarantee Company of Canada (“Travelers”) in the amount of approximately $9.3 million in
respect of the Leslieville project. Travelers filed a contingent claim in the CCAA proceedings for approximately $4.4 million. As at
the date of the Report, the value of the guarantee is undetermined; however, the guarantee has not been reflected as a fair value
adjustment as it appears that there will be no exposure to the Cumberland CCAA Entities under the Guarantee.
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2. Based on the above, it appears that Bay LP had book equity of approximately $4.453
million as at the Guarantee Date, after giving effect to the Secured Guarantee.

3. A schedule detailing each of the fair value adjustments is provided in Appendix “N”.

4.3 Cash Flow Test

1. As at the Guarantee Date, the Bay Entities were facing a liquidity crisis. The Bay
Entities were not regularly paying vendors and were facing pressure from their
lenders. The following sections provide an overview of the Bay Entities’ liquidity at
the time. In order to perform this review, the Monitor has considered the Bay Entities’
obligations at the Guarantee Date to determine if they were being serviced in the
ordinary course.

2. It should also be noted that within five months of providing the Secured Guarantee,
certain of the Cumberland CCAA Entities had filed NOIs pursuant to the BIA and
shortly thereafter substantially all of the Urbancorp Group was subject to some form
of insolvency process.

4.4 Accounts payable

1. A summary of the aging of the accounts payable for the Bay Entities at the Guarantee
Date is provided in the following table.18

($000’s unaudited)

0-60 days 60-90 days +90 days Total % over 90 days

199 197 6,572 6,969 94%

2. The table above reflects that 94% of the Bay Entities’ accounts payable were aged
more than 90 days at the Guarantee Date.19 The majority of the over 90-day payables
are in respect of vendors that were required to develop the projects, including
architects, consultants and legal counsel in respect of predevelopment activities.20 A
creditors’ list for the Bay Entities as of the Guarantee Date is attached as Appendix “L”.

3. The Monitor understands from Saskin that, as at the Guarantee Date, the Bay Entities
had no access to additional liquidity to pay these liabilities or to bring them current.
The Urbancorp Group undertook the Israeli Bond Issue and the Reorganization to
address these and other liquidity issues.

18 Excludes the fair value adjustment of $225,000.

19 According to the Bay Entities’ aged payable sub-ledgers as of November 15, 2015.

20 The accounts payable balance includes $278,112 owing to UTMI. Of the balance owed to UTMI, $35,348 is aged under 60 days,
$17,488 is aged 60-90 days and $225,276 is aged greater than 90 days.
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4.5 Mortgages

1. Each of the Bay Entities’ properties was subject to a mortgage at the Guarantee
Date. A summary of the mortgages is provided in the table below.

($000s; unaudited)

Mortgagee Security
Amount

Outstanding

Percentage of
Total

Mortgage
Debt

Terra Firma Capital Corporation St. Clair, Lawrence, Patricia,
Mallow, 60 St. Clair, Bridlepath,
King South

42,644 62.4%

Laurentian Bank Patricia, Woodbine 12,680 18.6%

Other lenders Patricia, 60 St. Clair, King
South, Lawrence

13,032 19.0%

Total 68,356 100%

4.6 Terra Firma Capital Corporation

1. Terra Firma Capital Corporation (“TFCC”) provided secured advances to numerous
Bay Entities 21 . The Bay Entities collectively owed TFCC approximately $42.644
million as at the Guarantee Date.

2. During the latter part of 2014 and throughout 2015, the Urbancorp Group required
liquidity and was having difficulty servicing its various loans, including the loans from
TFCC. In order to keep the TFCC loans from going into arrears, TFCC extended or
renewed loans at higher amounts, the effect of which was to capitalize unpaid interest
and costs.

3. Examples of TFCC extending or renewing loans at higher loan levels include:

 Loan renewal for Lawrence dated October 5, 2015. The loan was increased to
$7,953,495 to include accrued interest of $483,496 from the initial advance
date. The loan renewal for Lawrence is attached as Appendix “O”.

 Loan renewal for St. Clair Village dated November 24, 2015. The loan was
increased to $7,380,000 to include accrued interest of $450,000 from the initial
advance date. The loan renewal for St. Clair Village is attached as Appendix
“P”.

4. The above two loans were renewed after the loans had matured and therefore at the
time of the renewal the loans were already due and payable.

21 Includes loans administered by Terra Firma Capital Corporation.
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4.7 Laurentian Bank of Canada (“LBC”)

1. At the Guarantee Date, LBC had two loans outstanding to the Bay Entities: one for
approximately $7.7 million owing from Patricia and one for approximately $5 million
owing from Woodbine. In September, 2015, LBC placed these loans in their special
loans group.

2. LBC was also part of the banking syndicate (led by CIBC) that provided a loan to
Leslieville, which is not a Bay Entity. By mid-2015, Leslieville was in default on the
loan. As a result, LBC advised Saskin that it would not be renewing or extending any
loans to any Urbancorp Group entity upon maturity.

3. The LBC loan to Woodbine matured on February 1, 2016, approximately four months
after the Guarantee Date. On March 4, 2016, LBC demanded repayment and issued
a Notice of Intention to Enforce Security under Section 244 of the BIA. As of March 4,
2016, Woodbine owed LBC interest arrears of approximately $44,000. The LBC Loan
was repaid in October 2016 from the proceeds of sale of the property owned by
Woodbine in the sale process conducted by KSV as the Bay Monitor.

4. A portion of the Proceeds from the Israel Bond Issue was used to repay LBC’s loan
to Patricia.

4.8 Other Indicators of Distress

1. In addition to the cash flow issues reflected above, other indicators of financial distress
in October, 2015 include:

a) the Urbancorp Group retained A. Farber & Partners (“Farber”) to provide
distressed consulting services. Farber’s engagement letter with the Urbancorp
Group is dated October 19, 2015;

b) virtually all of the Urbancorp Group’s projects were delayed. In that respect,
Tarion Warranty Corporation, the Ontario regulator for home builders, was
investigating delays on construction of the Urbancorp Group’s Leslieville
project. An email dated October 16, 2015 from Tarion to Saskin regarding the
delays on Leslieville is attached as Appendix “Q”; and

c) liens had been placed on several projects, including the Edge Project, and
vendors were applying pressure to be repaid. Based on the Parcel Register for
the Edge Project, liens had been registered on the Edge Project by, among
others, Speedy, Lido Construction Inc. and EXP services Inc. As evidenced by
the e-mails provided in Appendix “I”, Speedy was applying payment pressure.
Speedy and its counsel appear to have been well aware of the financial distress
being encountered by Saskin and the Urbancorp Group.
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5.0 Conclusion

1. Based on the Monitor's review of the Claim in context, the following overall
conclusions can be made:

i. Based on the cash flow test, Bay LP was insolvent at the Guarantee Date;

ii. Saskin entered into the Debt Extension Agreement at the time he controlled
both Edge and KRI;

iii. Bay LP, through its KRI subsidiary, does not appear to have received any
benefit, other than the nominal consideration of $2.00, in return for granting the
Secured Guarantee with a value of approximately $654,000 at the time;

iv. releasing the Lien pursuant to the Debt Extension Agreement benefited the
creditors of Bay/Stadium LP, Edge’s beneficial owner, without providing any
benefit to KRI;

v. in respect of the Saskin Loan, providing the Secured Guarantee pursuant to the
Debt Extension Agreement benefited Saskin personally and Speedy in
providing valuable security for the recovery of what was an unsecured personal
obligation at the time without providing any benefit to KRI;

vi. Speedy and Saskin were aware of the Urbancorp Group’s financial distress at
the time and Speedy was granted and took security over assets held by KRI to
address this risk;

vii. the effect of the Secured Guarantee will defeat or hinder recoveries to the
creditors of the Cumberland CCAA Entities, namely UCI’s creditors, primarily
the Israeli bondholders;

viii. given the foregoing, the Monitor considers that having Edge and KRI enter into
the Debt Extension Agreement was oppressive, unfairly prejudicial to or unfairly
disregarded the interests of Bay LP's creditors while providing a benefit to
Speedy and personally to Saskin;

ix. given the foregoing, it is also the Monitor's position that the Secured Guarantee
is voidable as a "transfer at undervalue" under the BIA, fraudulent conveyance
under the FCA, or fraudulent preference under the APA; and

x. even if the Claim is valid, the value of the Secured Guarantee should be limited
to the net realizations from the Residential Units.
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6.0 Recommendation

1. Based on the foregoing, the Monitor recommends the Court make an order as set out
in Section 1.1 1(c).

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
IN ITS CAPACITY AS CCAA MONITOR OF
THE CUMBERLAND CCAA ENTITIES
AND NOT IN ITS PERSONAL CAPACITY
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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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Dear Counsel,

Please find attached the statement of defence to the amended statement of claim 
which is served on you in accordance with the Rules.

Please also find attached the draft of the third party claim. The Commercial List has 
advised they have not yet assigned a new court file number. We're attempting to 
overcome that to issue the claim and will serve upon receipt.

Lisa
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Court File No. CV-18-596633

ONTARIO
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST

BETWEEN:

GUY GISSIN SOLELY IN HIS CAPACITY AS ISRAELI COURT 
APPOINTED FUNCTIONARY OFFICER AND FOREIGN 

REPRESENTATIVE OF URBANCORP INC. and GUY GISSIN SOLELY IN 
HIS CAPACITY AS FOREIGN REPRESENTATIVE AND AS TRUSTEE OF 
THE CLAIMS OF THE HOLDERS OF BONDS ISSUED BY URBANCORP 

INC. AND NOT IN HIS PERSONAL CAPACITY

- and-
Plaintiffs

HARRIS SHEAFFER LLP and BARRY ROTENBERG
Defendants

STATEMENT OF DEFENCE 
TO THE AMENDED STATEMENT OF CLAIM

BACKGROUND

1. The defendants admit paragraphs 3, 4, 5, 6,7, 8, 9, 10, 11, 12, 13, 14, 15 and 16 of the 

Amended Statement of Claim (“Claim”).

2. With respect to the claims relating to Edge and King Residential Inc., the defendants admit 

paragraphs 24 of the Claim.

3. With respect to the Edge Transfers, the defendants admit the particulars of the Transfers 

referred to in paragraphs 39 and 46 of the Claim.

4. With respect to Edge/HST issues, the defendants admit the allegations contained in 

paragraphs 56, the first sentence of paragraph 58, and 59 of the Claim.

5. Save as is admitted, the defendants deny each and every other allegation contained in the

Claim.



THE RETAINER

6. In the spring of 2015 Apex Issuances Ltd. (“Apex”), an underwriter of securities on the Tel 

Aviv - Jaffa Stock Exchange in the State of Israel, together with representatives of Shimonov & 

Co. and Nir Cohen Sasson (collectively “Shimonov”), Israeli solicitors, visited Toronto to meet 

with Alan Saskin (“Saskin”) and representatives of the Urbancorp Group of Companies 

(“Urbancorp”) to discuss their possible retainer by Urbancorp to market bonds for Urbancorp in 

Israel. Urbancorp, an Ontario corporation, would raise a significant amount of money through its 

issuing of debt in Israel. Urbancorp, while asset rich and possessed of significant equity in its 

assets, was in need of cash to help it meet its daily financial obligations.

7. Sometime in 2015, Saskin, David Mandel and Phillip Gales, who represented Urbancorp, 

agreed with Apex and Shimonov that Urbancorp would proceed with what became called the 

“Bond Raise” and is more particularly described in the Claim.

8. The Bond Raise is particularized in paragraph 6 of the Claim:

6. On or about December 11, 2015, UCI raised NIS 180,583,000 by issuing bonds (the 

“Bonds”) (approximately CAD $64 million at the then-current rate of exchange) on the Tel Aviv 

stock exchange (the “Bond Raise”), pursuant to a prospectus dated November 30, 2015, as 

amended on December 7, 2015 (the “Prospectus”). The Bondholders are the holders of the 

Bonds.

9. The defendants had intermittently acted for various corporations within Urbancorp. They 

provided legal services to some of the corporations on an “as needed” basis. In early March 2015, 

the defendants were retained to act for the corporation which was to be the vehicle for the Bond
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Raise: Urbancorp Inc. (“UCI”). There was no written retainer with respect to the services they 

were to provide and did provide in the period they acted for UCI. The defendants were the 

Canadian solicitors for UCI and performed, broadly, two services: i) reorganizing the Urbancorp 

corporations and transferring their assets within UCI as required for the Bond Raise, and ii) 

assisting Shimonov (Israeli counsel) in their preparation of certain specific limited portions of a 

Prospectus to be issued to the public in Israel for the purpose of marketing the bonds. Shimonov 

would and did work directly with the underwriter, Apex. The defendants did not work with Apex.

10. The restructuring was done in Toronto and the Prospectus (written in Hebrew) would be 

prepared in Israel where the Bond Raise was to be held. The defendants would neither prepare nor 

work on the Prospectus. They provided information and documentation to Shimonov and Apex. 

Shimonov and Apex drafted the Prospectus and jointly determined its contents. The Prospectus 

was issued November 30, 2015, as amended December 7, 2015.

11. The defendants took intermittent Urbancorp instructions with respect to the restructuring 

from David Mandel, Alan Saskin and MNP (UCFs Canadian auditors). No complaint is made by 

the plaintiffs with respect to this restructuring. The complaint is with respect to the contents of the 

Prospectus and certain related matters described below.

12. The preparation and filing of the Prospectus were done in Israel by Shimonov and Apex. 

The defendants were orally instructed by UCI to assist Shimonov as UCI fulfilled its undertaking. 

Essentially the defendants were instructed to do as the Israeli lawyers reasonably asked with 

respect to the Prospectus.

13. The Prospectus was drafted and filed by Apex. The defendants had very minimal contact 

with Apex or its lawyers. The Apex lawyers dealt directly with Shimonov. Shimonov, as required,

3
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communicated with the defendants, Shimonov would request information or opinions from the 

defendants who would do their best to respond accurately and promptly. UCFs specific 

instructions to the defendants were that they should do all that was reasonable and proper to ensure 

the Prospectus was issued in a timely manner so the Bond Raise would proceed. The defendants 

had a very limited role to play in the preparation of the Prospectus.

DUTIES/ TO the Boiidliolders/the client, UCI

UCI

14, With respect to paragraph 18 of the Claim, these defendants say they owed UCI all those 

duties and obligations recognized at law flowing from a solicitor client relationship. They say they 

fulfilled them all. Those duties, however, must be read in the light of UCFs instructions to help 

Shimonov to ensure that the Prospectus was issued in a timely manner so that the Bond Raise 

would proceed. If it can be said the defendants were “to ensure that UCFs interests would be 

protected”, as pleaded, it was in that context. They were to work to that end. Conversely, they 

were to do nothing that might delay, undermine or abort the Bond Raise. Thus the interests of the 

Bondholders differed significantly from those of UCI.

15. The defendants specifically deny the allegation in paragraph 19 of the Claim that UCI 

retained them “to ensure that the Prospectus fully and accurately disclosed all material aspects of 

the business and affairs of UCI.” Their retainer was globally to assist the Israeli solicitors on a 

very limited basis as those solicitors and Apex drafted, registered and published the Prospectus in 

Israel such that the Bond Raise would proceed. They were not asked to determine whether the 

Prospectus fully and accurately disclosed all or any material aspects of the business and affairs of 

UCI. And they did not do so.

4



JAN/08/201 9/TUE 11:29 AM FAX No,

16. The defendants deny, that insofar as UCI was concerned, “it was critical that the Prospectus 

was true and accurate in all material respects.” In any event that concern was neither included in 

their retainer nor implied therein at law.

17. . The defendants agree, as alleged in paragraph 21 of the Claim, they were required to 

provide certain opinions to UCI, Shimonov and Apex and its Israeli counsel with respect to the 

preparation of the Prospectus in Israel by Shimonov and Apex. They also agree that they had “a 

duty to ensure that the opinions and the disclosures therein were true, accurate and not in any way 

misleading” as alleged in paragraph 21 of the Claim. However, this duty was owed to UCI and not 

the “Bondholders”.

18. The opinions and clarifying memoranda provided by the defendants and more particularly 

identified in paragraph 29 of the Claim were true, accurate and not in any way misleading. They 

are restricted to their terms. The defendants5 obligations are also restricted to the terms of the 

letters and go no further.

THE BONDHOLDERS

19. The defendants owed no duty of care to the Bondholders. Nor did the Bondholders rely 

upon the defendants’ opinions for anything either directly or indirectly as alleged in paragraph 22 

of the Claim. The published Prospectus, upon which the plaintiff sues, contained only one opinion 

letter written by the defendants. It is not referred to in the Claim. It is dated November 27th’ 2015 

and is addressed to UCI, Shimonov, Apex, Apex’s lawyers and Deloitte Israel, (the accountants 

for UCI). It was translated into Hebrew. The letter states in part:

5
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Dear Sirs:

Re: Urbancorp Inc. Securities Issue in Israel

We have acted as corporate counsel to Urbancorp Inc, (“Urbancorp*) in connection with its 
proposed initial public offering in Israel (the ‘‘Offering”) of non-convertible debentures 
(Series A) of Urbancorp (the “Offered Securities”).

This letter is being delivered to you in connection with the prospectus of Urbanceip which 
will be published on or about November 294 2015 (the “Prospectus”) and to be filed by 
Urbancorp with the Tel Aviv Stock Exchange (the “TASE”) and the Israel Securities 
Authority (“ISA”).

This opinion is solely for the benefit of the addressee and is rendered solely in connection 
with the filing of the Prospectus. Except as specifically provided below, this opinion may not 
be relied upon by you for any other purpose, or furnished to, quoted to, or relied upon by any 
other person for any purpose without our prior written consent, and may not be made public 
without our prior written consent. Urbancorp may incorporate this opinion in the Prospectus 
but this opinion may not be relied upon by any investor in purchasing or making a decision as 
to whether or not to purchase the Offered Securities. We consent to the use of the name of 
our firm in the Prospectus,

We^ have not participated in the preparation or filing of the Prospectus, nor have we 
participated in the preparation of any other documentation relating to the Prospectus or the 
Offering. We reserve our rights to make such changes and amendments to this opinion as we, 
in our sole discretion, deem necessary.

We have relied upon the Documents (as defined below) without independent investigation of 
the matters provided for therein for the purpose of providing our opinions expressed below.

20. Thus, in the face of the November 27th 2015 letter it cannot it be said that it was reasonably 

foreseeable that any Bondholder would rely upon any information the defendants provided to 

Shimonov which was passed to Apex.

21. In response to the allegations in. paragraph 22 of the Claim, the defendants say that at no 

time were they retained or asked to opine on “the accuracy of the Prospectus” or that they “would 

be conducting (due diligence) in order to ensure that the Prospectus was true and accurate in all
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materials respects” or that they owed the Bondholders “a duty of care to ensure that the Prospectus 

was true and accurate and not in any way misleading” or, “to ensure that the Prospectus accurately 

described the assets and liabilities of UCI and the Cumberland entities”.

22. These defendants cannot say the Prospectus was accurate in its entirety because they never 

read it for that purpose, or were they obliged to determine that. However, they can say that they 

had no reason to believe that the Prospectus was inaccurate.

23. The defendants deny they breached any duty they owed to UCI and if in the alternative 

they owed a duty to the Bondholders, to the Bondholders. The defendants say that actual reliance 

is a component of the Bondholders’ claims and put the plaintiffs to strict proof that each of the 

Bondholders actually read and relied on the Prospectus or any part thereof or any document the 

defendants prepared.

Edge and King Residential

Paragraphs 24 - 49 of the Claim

The Speedy Electrical Contractors Ltd. Lien and Mortgage

24. In the summer and fall of 2015, the Urbancorp Group of Companies was experiencing 

significant cash flow difficulties and was unable to pay its contracting trades in a timely manner. 

By September 30, 2015, Speedy Electrical Contractors Ltd. (“Speedy”), which had completed 

work for Edge on the Triangle Park Inc. (“Edge”) claimed to be owed $ 1,03 8,911.44. Accordingly, 

Speedy registered a construction lien against the Edge property for that sum of money.

7
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25. In addition, the Edge condominium corporation was owed common expenses in the amount 

of $10,049 and on August 26,2015, it registered a common expense lien in its favour against some 

of the units owned by Edge and Edge Residential Inc.

26. By October 7, 2015, Lido Construction Inc. was owed $825,833 by Edge and registered a 

construction lien against the Edge property in that amount.

27. On November 3, 2015, EXP Services Inc. registered a construction lien against the Edge 

property in the amount of $50,478.

28. By November 6, 2015, Edge or the beneficial owner of the Edge property 

(TCC/Urbancorp) Bay/Stadium (Limited Partnership) owed approximately $14 Million to the 

Federal Government of Canada for HST.

29. On November 26, 2015 the defendants delivered a confirmation letter to UCI, Shimonov, 

Apex and its lawyers in connection with Shimonov’s preparation with UCI of a proposed public 

offering in Israel of non-convertible debentures (series A) of UCI. This letter was a title opinion 

fas of November 6th, 20151 in respect of defined property being the Edge on The Triangle Park 

Inc. condominium development in Toronto. This is the first letter upon which the plaintiff sues, 

is referred to in paragraph 29 of the Claim and has been produced by the plaintiff.

8

30. The letter is a title opinion on express terms:
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Title, Opinion in respect as the Prqpe&tx

We have oxamintd title to the Property in the LUO. We have hot made any off flfle entries as to 
unregistered easements, t utilities arrears, outstanding realty taxes, outstanding common expanses, 

> condominium status certificate matters or other matters affecting the Property nor have we taken any 
steps to verify if the encimtbiaaees registered on the. title to the Property are in good standing. In 
addition, we have not obtained a statement in respect of any Charge registered on title confirming -whether 
sndh Charge is in good standing and the amount currently outstanding thereunder. We therefore offer no 
opinion m the aforesaid matters.

31. This letter lists the encumbrances on title including those items listed above in paragraphs

24 - 28. By November 6, 2015 the HST debt amounted to about $14 Million.

32. This letter put the recipients to their enquiry as to the financial condition of UCI and 

Urbancorp. They made no such enquiries or if they did they ignored it in order to complete the 

Bond Offering, If they had done so the financial distress and inability of UCI and Urbancorp to 

pay its debts in a timely manner (of which they now say they were unaware) would have been 

patent to all and the Bond Raise would not have proceeded as planned or at all. To be clear not 

only did the defendants not have an obligation to advise the recipients of this, they were not 

retained therefore. It would have been contrary to the interests of their client UCI to do so. 

However, the November 26, 2015 letter (supra) nonetheless made this clear.

33, The failure to make such enquiries or ignoring UCI’s financial condition was a breach of 

the duties the recipients owed to the Bondholders.

34. Alternatively, the recipients knew of the financial distress and insolvency of UCI and 

proceeded with the Bond Raise in the face of this knowledge. Likewise a breach of the duties they 

owed to the Bondholders.

35. Rotenberg and Harris Sheaffer had no opinion whether the “registration of the (Speedy) 

Lien would have resulted in the Bond Raise aborting” as pleaded in paragraph 26 of the Claim
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because he had disclosed it as aforesaid. He admits that as originally prepared the Speedy 

Mortgage included, at Saskin’s direction, $1 Million for Saskin’s personal liability.

36. The defendants admit that King Residential Inc. (“KRI”) gave the mortgage as alleged in 

paragraph 28 of the Claim and that mortgage was registered November 16, 2015. Thus the 

registration was after the effective date (November 6, 2015) of the November 26th 2015 title letter 

aforesaid. Thus, it was properly not referred to in the title letter.

37. The defendants admit they sent the letters and memoranda referred to in paragraph 29 of 

the Claim but deny these letters were in any way misleading or inaccurate. The letters and 

particularly the December 8ths2015 letter disclosed the true state of the title to the described lands, 

including the Speedy mortgage. The defendants had no obligation to disclose that the mortgage 

secured Saskin’s personal liability to Speedy, because by December 8, 2015 it did not. As above 

the defendants had no obligation to disclose Saskin’s personal financial difficulties to anyone. To 

do so would not have been in UCI’s interest and contrary to their instructions.

38. By December 6, 2015, Apex and Shimonov recognized that the defendants’ then most 

recent title opinion was as of November 611’, 2015. They therefore advised the defendants that the 

underwriter’s lawyers were asking the defendants to issue a letter stating that there had been no 

change to the assets of the company in anticipation of the closing on December 11th, 2015. 

Rotenberg immediately and accurately advised that UCI had disposed of and mortgaged 

(condominium) units “since our letter”.

39. On December 6, 2015 at 3:55 p,m., Rotenberg wrote to Nir:

I keep telling you Condo units have been transferred and a Mortgages were placed 
on other units. I cannot give you a “no change” letter.

10
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40. Following this, Rotenberg spoke with Nir and Apex by telephone and explained the “Edge

transfers” referred to in paragraphs 42 and 43 below were made in satisfaction of trade payables

as was the Speedy mortgage above. Nir instructed:

You cannot pay/satisfy debt from outside Bondco with Bondco assets. They must 
be reversed.

41. Nir then requested acknowledgments from trades be prepared confirming that unites 

transferred to them satisfied only indebtedness of Bondco companies

42. The defendants do not know whether Nir advised Apex or its lawyers of this information. 

However in the context of any obligations to the Bondholders, he ought to have. This information 

was a further red flag as were the contents of the initial letter of November 26, 2015 (supra 

paragraphs 29 and 30) warning them of the precarious state of the UCI/Saskin financial problems.

43. Accordingly, the defendants arranged to have the mortgage granted by KRI (supra 

paragraph 35) amended such that it only secured the amount due to Speedy from Edge and not any 

amount owing to Speedy from Alan Saskin personally. By letter dated November 25, 2015, 

Speedy agreed that the mortgage only secured the amount due from Edge on Triangle Park Inc. 

The defendants properly relied on this document:
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Niwanifarr 2?/ 2t’M.5

Urbimcwp luv.
SKI lypn Wi SI inn y Shred 
Suite 2A
Toronto. Ontario
Mm

King: Residential} ftaC.
12(J Lynn WiJjiams Strfici 
Suiter 2A 
TimouIo. Ontario 
M6K 3N6

Harris. SJusaffer U.JJ 
i3umstC7« find Solicitors 
Yange Corporal* Centie 
4100 Yonge Street. Suits filQ 
Toronto. Ontario,
M2P 2B5
Astejiiion: Burry Rosenberg

Re. King Resideiuie] project pledge in regard with Joans given by- Speedy FLkcLiic^l 
Conlradldi'S 5i>e. (’‘Speedy’") to Alan Sa&kJn (**£astdn’*j

1. We. the undersigned, have ejig&gcd on September 23/ 2014, E» y. certain Inaxs agpeecnfttti 
whh, Saskm in the amount of 5 E rOW,,000, winch is attached as Appendix A to this tetter 
(the “Loan”).

2. Weal?* iwderssfc^nfld hereby confirm ihai lit* murigiigG of the assets of King ResidertitaJ 
late.* rcgisiereci as Instrument No. AT4067287, a* collateral fur lhe Lean (the “Mortgage”) 
is hereby waived and. acksiovdedge that ihe rnoiiga^c only securer- ihe tomuuiH rltue to us 
from Edge on TtriflEiyle Park [no.

3. The panics hereto ague* that this letter Miay be ttansroisied by facsimile, enasaJ or such 
sjfmiar device arid that ?be rcproduciikni □('signatures by fucsYivile* entail! itf such similar 
device will be treafled as bidding as ifajx original.

SPSEDY ELECTRICAL CONTRACTORS INC.

Name:
ASO

>f 3S ttc?

44. The substitution of the Speedy Mortgage as amended for the Speedy lien (supra) was of 

neutral effect on the assets of UCI and the plaintiff has no complaint therefore. The liability was 

recorded on the books of Edge.
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EDGE TRANSFERS 

Paragraphs 37 - 49 of the Claim

45, The defendants admit that insofar as the transfers alleged in paragraphs 37 - 49 of the 

Claim were made to satisfy obligations of Saskin and/or Non bondco entities, they were improper 

given the terms of the Prospectus. However insofar as they were made for the purpose of paying 

trades for work done on Bondco /UCI properties, they were proper. These transactions were 

negotiated by Saskin/Mandel/Gales, not by the defendants. Clearly UCI did not have sufficient 

cash to pay its trades. The transfers simpliciter demonstrated that,

46, The defendants then advised UCI and Saskin to regularize these transfers to ensure these 

were proper and in accordance with the direction of Shimonov and the Prospectus requirements.

47, By December 8, 2015 when the defendants gave their final pre-closing opinion letter, UCI 

and Saskin had ensured the transactions were proper, conformed to the Prospectus and the transfers 

had no negative effect on the assets of UCI. Particularly the transfers were only to compensate the 

trades for the work they had done for UCI properties and not non Bondco properties or Saskin as 

alleged. The defendants were provided with documentation evidencing that and they properly 

relied upon that documentation. They had no reason not to rely on that documentation. Thus, the 

opinion the defendants gave on December 8th’ 2015 was accurate and not misleading. The 

defendants made clear they were not warranting the truth, accuracy, correctness or the 

completeness of the information contained in any of the documents received from the trades and 

so stated. Their letter in its entirety is as follows:
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Decembers, 2MS

Shimoaov & Co.“ Advocates

AasitfanC OliwylMara 
BswaRs ctROCrt^ftftrii-ahtftlfcr.airr.

jm&tfQ'i isms
Rogovm Tidhar Tower, 23nd floor 
i 1 Menachwn. Begin Road 
Ramttt Gan 3250$, teal 
Attn; Israel Sbimonov, Adv. Mir 
Cohan Smtnt Adv- Peltier,
Adv, ®yal Na&niao* Adv. Meayan
BlumeafbLd

Apex Issuances 
Champion Tow»r 
30 SMielHayamtm Street

Am; EiiavBar-PBvjd

Poron, Tikotdty, Kacfor, Gutman, CedWbomn & Co* 
L«w Oftfca
12 AbbaHiM Silver Street 
RAmfltOan,S25060G Israel 
Attn: Giora Gutman, Adv

Urbaucorp Inc.
120 Lyrni WilUtuna Street 
Suite 2A 
Toronto, Ontario,
M6ON6

D tar Sira:

RE: Urb&ncorp lac.

As you are aware we have noted is counsel toDVbHncorp foe, #ta “Cttcapany”), ct si k connection with 
a baud offering mads by the Company on the Tel A?fv Stock ixetage & or about December 7,2015 
(tta "Bond Offering”), Xbls letter is furnished to you atyour request to coufinn that status of tta assets 
{the “Assets”) as further described in the opinion letters of Basest Stauffer LLP dated November 23, 
201S as clarified in m letter of November 28*, 2015 toteMdsr (the "Asset Opinion Letters”).



Decembers, 2015 
PageZofZ

Based upon and retying uptai the following we oonfora foat thft Asset Opinion Leltera contbue to 
accurately describe «H of tiia Assets, save md except as fellow;

1« Since November 6**1,2015, various coadomlnium units at the ^rejects cwmacaty referred to "Edge
on TriangleiW’, "W&sismomtiyLoW md“KkgResid^tiar have site

(a) sold and tnmfeTjcd to eim’? length purchasers;
(b) transferred to trades who provided services to the Assets ffoe 'Trades'*), in exchange for 

a reduction of an agreed upon value in accounts payable;
(e) been given M ©oftotera! security for obligations ofFdgp on Triangle Park Jut,;

The subject matter of this letter is based upon cfocmnentEta received by us flora either foe Company 
and/oE* the Trades and a stetatoty declaration of Alan Saskk dated December 2015 (the IlStatutojy 
Declaration")*

In providiog this letter we have not undertaken any independent Investigator to determine the truth, 
gnftUraey, correctness or completeness of the- information contained fo any of foe letters m documents 
received by us flora the Trades. We have assume the legal competency of all rignatnras to each prfoa 
letters or documents flora foe Tnutos, foe gmufomets dM ilp&tures, foe completeness and autatfoity 
of all foe letter or doeuments flora foe TYades submitted to us, foe completeness and authenticity of all 
letter or documents submitted to us flora the Trades and foe tmtkfoheBS offoo Statutory Declaration.

fo addition, to foe best of our knowledge, there has be® M ohaoga fothe corporate status of Ufbancorp 
flic, since November 26*, 2015, including changes in Directors, amendments to By-Lawn, aharc capital or 
Articles of ItorporMtoit

Yours very truly,

HAJOTS, SHEAFFKP LLP

48. The authors of the Prospectus relied on the letter of December 8, 2015 and accepted the 

propriety of the use of condominium units to pay trades for work done on units within Bondco

properties. Footnote 40 of section 7.7.6.1 of the Prospectus, in describing and enumerating these

units stated: “The remaining units were used to pay Third Party contracts.” Thus, Apex and

Shimonov knew of the transactions, and like the defendants, did not determine whether these

acknowledgements were true, accurate and complete but believed they were. They closed the
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Bond Raise without performing additional due diligence. That was their informed choice for 

which the defendants are not responsible.

49. In addition, any Bondholder who actually did read the prospectus, must be taken to have 

read footnote 40, pages gl0-g!2 and was satisfied to purchase bonds with knowledge of the 

financial distress of UCI. These are further indicia in the Prospectus of such distress. The 

defendants therefore say the Bondholders purchased the bonds with knowledge of the true state of 

the financial condition of UCI and Saskin. They cannot complain that the Bond Raise failed.

DOWNSVIEW PARK

Paragraphs 50 - 55 of the Claim

50. The Downsview project was included in the Prospectus and is described as a very central 

and material asset of UCI. The Downsview project is a partnership with UCI and Mattamy 

(Downsview) Limited. The plaintiffs complaint appears to be that the Prospectus does not 

disclose the numerous significant “amendments to the agreements” which govern the Downsview 

project. These “amendments to the agreements”, it is said, “materially impacted both the 

ownership controls and profitability of Downsview Park.”

51. The plaintiff says that the defendants, “knew or ought to have known that the disclosure in 

the Prospectus regarding the profitability, profit distribution and ownership control of Downsview 

Park was materially inconsistent with the actual state of affairs and the provisions of the 

agreements prepared and negotiated by them.” The plaintiff alleges that the defendants failed to 

ensure the Prospectus accurately disclosed the facts regarding the project, particularly the 

“amending agreements”.

16
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52. The defendants did not opine on these agreements/amendments nor were they asked to do 

so. Indeed, the plaintiff does not say they were.

53. Neither did the defendants opine on the accuracy of the Prospectus as alleged or at all, nor 

were they asked to. They reiterate; this was not a term of their retainer with UCI. Their retainer 

required them to assist Apex and Shimonov as requested. This they did with respect to the 

Downsview Project, They had no knowledge that there were omissions of relevant information 

concerning this project in the Prospectus,

54. The plaintiffs complaint appears to be that neither Shimonov nor Apex nor its lawyers 

asked whether these agreements had been amended, a failure of their due diligence for which the 

defendants are not responsible. Alternatively, these defendants, they say, deliberately did not 

provide Shimonov and Apex with the “amending agreements” and they ought to have.

55. However, UCI and/or the defendants did provide the “amending agreements” to Shimonov, 

and, the underwriter did have all the “amending agreements” as it was preparing the Prospectus. 

This the plaintiff knows; to wit.

56. The plaintiff has brought an action in the Tel Aviv - Jaffa District Court Commercial 

Department (the Israeli action) as trustee for the creditors arrangement of UCI (the Bondholders). 

This action also arises from the Bond Raise and the insolvency of UCI. It is brought against 

several defendants including Apex, But it is not brought against the defendants. In paragraphs 32 

- 43 of the claim in the Israeli action the plaintiff raises the same complaint concerning the 

Downsview project: the failure of the Prospectus to disclose the “amending agreements”.

17

57. However, in the Israeli action, at paragraph 41, the plaintiff pleads:
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41. Investigations pursued by the Functionary [Guy Gissin] indicate that such 
amendments to the Partnership Agreements, which did not earn any disclosure in 
the Prospectus, were transferred to at least some of the Defendants in the framework 
of due diligence material that was received for the purpose of the Offering and/or 
the preparation of the financial statements.

58. In other words, in Israel, the plaintiff says the defendants fulfilled their retainer of helping 

Apex by providing the relevant “amending agreements” which it now says, in Ontario, the 

defendants did not fulfill.

59. The defendants breached no obligation to UCI or the Bondholders with respect to the 

Downsview project. It believed that all necessary and relevant documents concerning the 

Downsview Project were deposited in the Drop Box in time for proper Israeli due diligence to be 

done.

Edge /HST Issues 

Paragraphs 56 - 62 of the Claim

60. The Bond Raise was completed on December 11, 2015. In March 2016, Urbancoip Holdco 

Inc., the parent of UCI and not a party to this action, borrowed $10 Million from Terra Firma Capital 

Corporation (“Terra Firma”). This money was used by the parent and UCI to pay a portion of 

Edge/UCFs HST obligation to the CRA which then amounted to some $14 Million.

61. It is alleged that even though the money was disbursed to the CRA reducing Edge’s 

obligation to CRA and UCPs liability to CRA, this was for the benefit of Saskin, as he was personally 

liable for such amount to CRA. Thus, the defendants could not accept instructions from him but 

needed UCI board and its committees’ approval. Since UCI was insolvent at the time, only Saskin
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benefited from the transaction.
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62. Assuming this is correct, there can be no damage/loss to UCL Rather, there was a benefit to 

UCI/the Bondholder.

63. The loan was not made by UCL Rather it was made, as the plaintiff pleads, by Urbancorp 

Holdco Inc. (UCrs parent company) so Saskin could inject equity into UCI as required by the 

Prospectus. Thus the money borrowed reduced the UCI obligation to CRA by $10 Million at no 

cost to UCL

64. However, Saskin was not liable to the CRA when the loan was made, rather he had a potential 

personal liability. He was not in a position of conflict for that reason. Saskin was obliged to inject 

$12 Million in equity in UCI as a term of the Prospectus. It was for this reason that Urbancorp 

Holdco Inc. entered the March 2016 loan agreement. The defendants were aware of the loan 

agreement but did not prepare it. Insofar as the proceeds were to be used to reduce the Edge CRA 

HST obligation, the defendants reasonably believed this was a requirement of Terra Firma inserted 

in their loan commitment for their benefit. At the time Terra Firma held a mortgage on the Edge 

property. This payment of HST would have eliminated any claim that the existing Terra Firma 

mortgage and/or prepayment of principal on the old Terra Firma mortgage had lost its priority to the 

extent that HST was not paid. The defendants further believed that the payment of this obligation 

would permit UCI to complete the refinancing on the remaining Edge units. In other words this was 

for the benefit of UCL

65. In addition, the defendants believed that it was in the best interests of UCI to enter the loan 

agreement so Saskin could comply with his Prospectus obligation. Thus they had no reason not to 

take instructions from Saskin to implement it. In addition they had no knowledge there were outside 

directors who had been appointed. Indeed they were supplied with an Officer's certificate from UCI
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certifying to the defendants and the Terra Fiona solicitors that the loan had been duly authorized in 

accordance with the terms of the commitment from Terra Firma and that the company approved 

Saskin’s signing any documentation to complete the loan. Thus, the defendants reasonably believed 

that the loan transaction had been properly approved. They had no reason to believe that the 

transaction required audit committee approval and that such approval, if in fact required, was not 

obtained, and put the plaintiff to strict proof that such was the case.

BAY LP PROMISSORY NOTES

Paragraphs 63 - 70 of the Claim

66. Saskin was to assign to UCI, it is alleged, $8 Million in loans owing to him. They would be 

assets of UCI post Bond Raise. It is alleged that by December 2015, the notes had been reduced to 

$5 Million and then to zero value and the defendants knew or ought to have know this. Thus, they 

knew that “the representation in the Prospectus that an $8 Million asset would be assigned to UCI 

and form part of UCI’s material assets was inaccurate and misleading.”

67. The defendants have nor had any knowledge of tire assets underlying these loan receivables. 

They merely drafted notes as requested. They have no knowledge whether the Prospectus was 

misleading in this regard and put the plaintiff to strict proof in this regard. Nor do they have or had 

knowledge of whether the debts had been reduced to zero as alleged or at all.

68. The defendants were not asked to opine nor did they opine on the existence of assets 

underlying these notes. In addition, they were not retained to determine whether the Prospectus was 

accurate in whole or in part and did not do so particularly with respect to the value(s) of assets

described therein.
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952 Queen West Sale Proceeds 

Paragraphs 71 - 75 of the Claim

69, It is alleged that the Prospectus provided that the proceeds from the sale of 952 Queen Street 

West in October 2015 would “flow back to UCI in order to fund its ongoing business expenses”. It 

is pleaded that the defendants knew this yet facilitated the unauthorized transfers of the proceeds to 

benefit Saskin and not UCI, The payments were not related to UCPs business activities. Thus, UCI 

was damaged.

70, The defendants at no time had any knowledge, instruction or direction that these proceeds 

were to be paid to UCI. No one advised them that the Prospectus said otherwise and they put the 

plaintiff to strict proof thereof. On October 19, 2015, at the time of the sale of 952 Queen Street 

West, Saskin was the sole officer and director of Urbancoip (952 Queen Street West) Inc, which was 

the registered owner of that property. The defendants were entitled to take instructions for the 

disbursement of the sale proceeds from Saskin and did so through proper directions. The proceeds 

were disbursed for the benefit of UCI and the defendants put the plaintiff to strict proof that they 

were not.

71, In addition, in October 2015, Rotenberg advised Shimonov that this property had been sold 

and it ought not to be included in the Prospectus. On November 20,2015, Shimonov acknowledged 

Rotenberg’s position but insisted it be included. By this time almost all of the proceeds had been 

disbursed as Shimonov well knew. Certainly the defendants were not advised prior to the 

disbursement of the funds, that there was a restriction on their disbursement as alleged.
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72. In November 2015 and before the closing of the Bond Raise, at the request of Christine 

Honrade, the CFO of Urbancoip, the defendants provided her with an accounting of where the 

proceeds were disbursed. The defendants believe she updated the accounting records of UCI and 

Urbancorp (952 Queen Street West) Inc. Shimonov and Apex knew or reasonably ought to have 

known this. No complaint was made with respect thereto.

73- Thus the defendants breached no duties owed to UCI, nor preferred the interests of anyone 

over the interests of UCI.

74. The opinions given were accurate and disclosed exactly what they were meant to disclose.

75. The Bondholders did not rely on any act or document prepared by the defendants. Nor did 

the Bondholders suffer any damage that was caused directly or indirectly by the defendants.

76. The Bondholders bought the bonds with knowledge of the financial plight of UCI and Saskin. 

If not, they reasonably ought to have known and in any event they were put to their enquiry.

77. The defendants plead and rely on the Negligence Act, R.S.O. 1990, C-N.l.

78. If any damages were suffered by the plaintiff, they were caused in whole or in part by UCI, 

the Bondholders, Shimonov and Apex.

THE FAILURE OF THE BOND RAISE

79. The Bondholders did not read the Prospectus. Rather they relied upon Apex and Shimonov 

who drafted and created the Prospectus and were responsible for its contents. Shimonov and Apex 

knew the true state of the UCI finances; it was insolvent. They also knew UCI needed the Bond 

Raise proceeds to carry on its business. Thus the Bondholders and UCI closed with this knowledge.
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80. Approximately 2 weeks prior to the scheduled completion of the underwriting, Shimonov 

and Apex requested that the transaction be changed. Particularly:

i. The Urbancorp projects: Patricia, Lawrence, Caledonia, Mallow and Downs view 

would be designated as “Backup Projects”.

ii. The proceeds of the underwriting would be utilized to repay all existing charges 

owing by Urbancorp entities on the Backup Projects and a restriction would be 

placed on Urbancorp remortgaging or borrowing against those properties. It could 

remortgage when it was in a position to commence construction of the 4 Backup
A

Projects other than Downsview.

iii. All of these Backup Projects, except Downsview were at least 2 years away from

being developed. Since the Bond Raise proceeds were being utilized to repay the 

existing mortgages and Urbancorp could not re-mortgage them, these restrictions 

effectively cut off all cash flow to Urbancorp, ensuring Urbancorp’s insolvency as 

it was unable to meet its debts as they came due on projects including the 5 Backup 

Projects.

81. Apex and Shimonov knew that all Urbancorp projects had been a single basket of assets 

and liabilities with no internal restrictions on cross-collateralizing in order to raise money to keep 

the operations going. This was changed. These changes ensured the bonds would go into default.

82. Accordingly, Apex and Shimonov knowingly caused Urbancorp to be insolvent 

immediately upon the Bond issue being completed. Thus the defendants are not responsible for 

any loss the plaintiff may have suffered.
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83. This action should be dismissed with costs.

January 7, 2019 PAPE CHAU0HURY LLP
150 York Street 
Suite 1701
Toronto, ON M5H 3S5

Paul J. Pape, LSOC 12548P 
paul@nanechaudhury. com
416.364.8755 
416.364.8855 fax

Lawyers for the defendants
TO:

DENTONS CANADA LLP
400 TD Centre North Tower 
Toronto, ON M5K 0A1

Neil Rabinovitch 
Michael Beeforth 
Neil.rabinovitch@denton5.com
Michael.beeforth@dentons.com
Tel: 416-863-4388/367-6779 
Fax: 416-863-4592

Lawyers for the plaintiffs
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BETWEEN:

GUY GISSIN SOLELY IN HIS CAPACITY AS ISRAELI COURT 
APPOINTED FUNCTIONARY OFFICER AND FOREIGN 

REPRESENTATIVE OF URBANCORP INC. and GUY GISSIN SOLELY IN 
HIS CAPACITY AS FOREIGN REPRESENTATIVE AND AS TRUSTEE OF 
THE CLAIMS OF THE HOLDERS OF BONDS ISSUED BY URBANCORP 

INC. AND NOT IN HIS PERSONAL CAPACITY

- and-
Plaintiffs

HARRIS SHEAFFER LLP and BARRY ROTENBERG

- and -
Defendants

SHIMONOV & CO., APEX 3 and NIR COHEN SASSON
Third Parties

THIRD PARTY CLAIM
TO THE THIRD PARTY

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by way of a third party claim in an action in this court.
The action was commenced by the plaintiff against the defendant for the relief claimed in the statement of claim served with this third 

party claim. The defendant has defended the action on the grounds set out in the statement of defence served with this third party claim. 
The defendant’s claim against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS THIRD PARTY CLAIM, you or an Ontario lawyer acting for you must prepare a third party 
defence in Form 29B prescribed by the Rules of Civil Procedure, serve it on the lawyers for the other parties or, where a party does not 
have a lawyer, serve it on the party, and file it, with proof of service., WITHIN TWENTY DAYS after this third party claim is served on 
you, if you are served in Ontario.

If you are served in another province or teiritoiy of Canada or in the United States of America, the period for serving and filing your 
third party defence is forty days. If you are served outside Canada and the United States of America, the period is sixty days.

Instead of serving and filing a third party defence, you may serve and file a notice of intent to defend in Form 18B prescribed by the 
Rules of Civil Procedure, This will entitle you to ten more days within which to serve and file your third party defence.

YOU MAY ALSO DEFEND the action by the plaintiff against the defendant by serving and filing a statement of defence within the 
time for serving and filing your third party defence.

IF YOU FAIL TO DEFEND THIS THIRD PARTY CLAIM, JUDGMENT MAY BE GIVEN AGAINST YOU IN YOUR. ABSENCE 
AND WITHOUT FURTHER NOTICE TO YOU. IF YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO PAY 
LEGAL FEES, LEGAL AID MAY BE AVAILABLE TO YOU BY CONTACTING A LOCAL LEGAL AID OFFICE.
(Where the third party claim is for money only, include the following:)

IF YOU PAY THE AMOUNT OF THIRD PARTY CLAIM AGAIN ST YOU, and $ 10,000 for costs, within the time for seizing and 
filing your third party defence, you may move to have the third party claim dismissed by the court. If you believe the amount claimed for 
costs is excessive, you may pay the amount of the third party claim and $400 for costs and have the costs assessed by the court.

Date Issued by..........................

393 University Avenue 
Toronto, ON M5G IE<5

Local registrar-
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TO

Shimonov & Co.
23rd Floor - Rogovin Tidhar Tower 
11 Menadhem Begin Road 
Ramat Gan 52506 
Israel

AND TO:

Apex Issuances Ltd.
23 Yehuda Halevi (Discount House) Street
Tel Aviv
Israel

AND TO:

Nlr Cohen Sasson
23rd Floor - Rogovin Tidhar Tower
11 Menachem Begin Road
Ramat Gan 52506
Israel



CLAIM

1. The Defendants claim against the Third Parties:

a. contribution and indemnity for any and all amounts which the Defendants may 

be called upon to pay to the Plaintiffs;

b. contribution and indemnity for their costs of defending the main action;

c. their costs of the third partyclaim;

d. pre-judgment and post-judgment interest pursuant to the Courts of Justice Act, 
R.S.O. 1990, C-43 as amended;

e. such further and other relief as this Honourable Court deems just.

2. The Defendants repeat each allegation contained in their statement of defence filed in this 

proceeding. They rely upon these allegations. They also rely on the Negligence Act of Ontario, 

RSO 1990, cN.l.

3. The Third Party, Apex Issuances Ltd. (“Apex”) is a company incorporated in Israel which 

carries on the business there as an underwriter of securities. Apex acted as the pricing underwriter 

to the Prospectus (as defined in section 1 of the Securities Law), was involved in structuring the 

Offering and signed on the drafts and the Prospectus that were published to the public investors.

4. Shimonov & Co. is a partnership of lawyers practising securities law in Israel. At all 

material times, it was acting for UCI in Israel with respect to the Bond Raise described in the claim 

and defence filed in this proceeding.

5. Nir Sassoon Cohen is a lawyer practising securities law in Israel and is a partner of 

Shimonov & Co. He was the lawyer principally involved in the preparation and drafting of the

Prospectus.
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6. The Plaintiffs bring this action in Ontario claiming damages for alleged deficiencies in the 

Prospectus (as defined). The Defendants deny there are any such deficiencies. However, in the 

event there are any deficiencies, they say they were caused by the Third Parties jointly and or 

severally. Not by the Defendants. Or alternatively with the defendants.

7. The Plaintiffs also claim that the Defendants preferred the interests of UCI to those of the 

Bondholders. Any such preference, which is denied, was given by the Third Parties jointly and or 

severally. Not by the Defendants. Or alternatively with the Defendants.

8. Ultimately, the losses of any of the Bondholders, if proven, were ultimately caused by the 

Third Parties who should indemnify the Defendants for any sum the Defendants are found liable 

by this Honourable Court.

9. In the event the Defendants are found liable, they ask that liability be apportioned between 

them and the Third Parties pursuant the Negligence Act, supra.

10. Therefore, in the event that this Honourable Court should find that Defendants are liable to 

the Plaintiffs for damages, which is not admitted but specifically denied, then judgment should 

issue against the Third Parties.

11. The Defendants propose that the trial of this third party claim be heard together with or 

immediately after the trial of the main action.

12. The defendants rely on Rule 17(q) of the Rules of Practice and say it is appropriate to bring 

this Third Party Claim and thus it is appropriate to serve same outside of Ontario. They also rely 

on Rule 17(g) of the Rules of Practice as the contract to underwrite the Bond Raise and draw and 

issue the Prospectus were made in Ontario.



13. They also rely on Rule 17.02 (f)(i) and (d).

(Date of issue) PAPE CHAUDHURY LLP
150 York Street 
Suite 1701
Toronto, ON M5H 3S5

Paul J. Pape, LSOC 12548P 
paul@papechaudhurv, com
416.364.8755 
416.364.8855 fax

Lawyers for the defendants



GUY GISSIN SOELY IN HIS CAPACITY AS ISRAELI COURT APPOINTED FUNCTIONARY
OFFICER AND FOREIGN REPRESENTATIVE OF URBANCORP INC. et al
Plaintiffs
and
SHIMONOV & CO., APEX ISSUANCES LTD. and NIR COHEN SASSON
Third Parties

and HARRIS SHEAFFER LLP et al
Defendants

Court File No. CV-18-596633

ONTARIO
SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST

Proceedings commenced at Toronto

THOU) PARTY CLAIM

PAPE CHAUDHURY LLP
Suite 1701
150 York Street
Toronto, Ontario
M5H3S5

Paul J. Pape, LSO #12548P 
oanlfSioaoechaudhur v. com
Tel: 416.364.8755
Fax: 416.364.8855

Lawyers for the defendants
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Court File No.  CV-16-11389-00CL 

ONTARIO 

SUPERIOR COURT OF JUSTICE 

COMMERCIAL LIST 

THE HONOURABLE  

JUSTICE MYERS  

 

 

) 

) 

) 

) 

THE      DAY OF JANUARY, 2019 

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 

ORDER 
 

THIS MOTION, made on consent by KSV Kofman Inc., in its capacity as Court-

appointed Monitor (the "Monitor") of the Applicants and the affiliated entities listed on 

Schedule "A" (collectively, the "CCAA Entities", and each individually a "CCAA 

Entity"), pursuant to the Companies' Creditors Arrangement Act, R.S.C. 1985, c. c-36, 

as amended (the "CCAA") for an order varying the Order of the Honourable Justice 

Myers dated May 11, 2018 (the “Original Order”), and disallowing in part the claim filed 
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by Speedy Electrical Contractors Ltd. (“Speedy”), was heard in writing at 330 University 

Avenue, Toronto, Ontario. 

ON READING the materials filed by the parties, and on reading the consents to 

the Order sought filed on behalf of the Monitor and Speedy; 

1. THIS COURT ORDERS that paragraph 1 of the Original Order is varied to 

provide as follows: 

“1. THIS COURT ORDERS that the Monitor’s motion is: (a) granted as to 

Speedy’s secured claim for $1,000,000 plus interest at the rate of 12.5% since 

September 23, 2014 in respect of the loan made to Alan Saskin pursuant to a 

promissory note dated September 22, 2014; and (b) dismissed as to the balance 

of Speedy’s claim.” 

 

 
The Honourable Justice F.L. Myers 



  

  

SCHEDULE "A" 

LIST OF NON APPLICANT AFFILIATES  

 

Urbancorp Power Holdings Inc. 

Vestaco Homes Inc. 

Vestaco Investments Inc. 

228 Queen’s Quay West Limited 

Urbancorp Cumberland 1 LP 

Urbancorp Cumberland 1 GP Inc. 

Urbancorp Partner (King South) Inc. 

Urbancorp (North Side) Inc. 

Urbancorp Residential Inc. 

Urbancorp Realtyco Inc. 



 

  

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., 
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URBANCORP NEW KINGS INC., URBANCORP 60 ST. CLAIR INC., HIGH RES.INC., BRIDGE ON KING 
INC. (THE "APPLICANTS'') AND THE AFFILIATED ENTITIES LISTED IN SCHEDULE "A'' HERETO 
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ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

Proceeding commenced at Toronto 

 

ORDER 
 

 

DAVIES WARD PHILLIPS & VINEBERG LLP 
155 WELLINGTON STREET WEST 
TORONTO, ON  M5V 3J7 

Robin B. Schwill (LSUC #38452I) 
Tel:  416.863.5502 
Fax:  416.863.0871 
 
Lawyers for the Monitor 

3953900 
 


