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UPDATE REPORT NUMBER 9

INVITATION TO CREDITORS' MEETINGS AND PUBLICATION OF AN ARRANGEMENT

PLAN IN ACCORDANCE WITH THE PROVISIONS OF SECTION 350 OF THE

COMPANIES LAW, 5759 — 1999

In accordance with the details that were contained in the framework of the Motion
to extend the appointment of the Functionary and to issue an order to convene
creditors' meetings (motion No. 29) dated 8.1.2017 (hereinafter: "Motion No. 29),
and update report No. 8 that was filed on the 30.3.2017 (Motion No.36) (hereinafter:
"Report No. 8"), the Functionary of Urbancorp Inc. (hereinafter: "the Company"), is
hereby honored to bring before the Honorable Court the terms of the Creditors'
Arrangement Plan which, in principle, distributes the proceeds from the realization
of the assets of the Company's subsidiaries, as detailed below (hereinafter: "the

Arrangement Plan"). The Arrangement Plan will be brought for approval at the



Company's creditors' meetings, according to the principles that have been detailed

in Motion 29.

The Arrangement Plan will be published in Hebrew and in English and will be brought
for approval at a meeting of the Company's creditors' that will be held
simultaneously in Israel and in Canada, as detailed in the Functionary's Report No. 7
dated 8.2.2017 and below. In the event of inconsistency between the Hebrew and
the English version of the Arrangement Plan or any document related to this
Arrangement Plan, the Hebrew version shall prevail to the extent of any such

inconsistency.

This Report should be read together with Report No.8 detailing the sources and the
expected proceeds for payment of the Company's debts, and the expected date of

receiving such proceeds.

"1" A copy of Report No.8. is attached to this Report as Appendix No.1.

A. THE INFORMATION CONTAINED IN THIS REPORT

1. This report details the Arrangement Plan, which as long as it is duly
authorized by the creditors and by the court in Israel and recognized by the
court in Canada, will enable the organized management of the Company's
debts, the organized realization of the Company's assets and its rights, and
distribution of dividends to the Company's creditors out of the funds that will
be received from the realization of rights and assets.

2. The information contained in this report and its Appendices, is based on un-
reviewed and unaudited financial information that is currently in the
Functionary's possession. Most of the information was obtained from the
Company's and its subsidiaries' books and records. This information was
provided to the Functionary, further to his investigation and requirement

and pursuant to the cooperation protocols signed by and between him and



the officers appointed by the court in Toronto!, which manage the
subsidiaries also undergoing insolvency proceedings under the Companies'
Creditors Arrangement Act (hereinafter: "the CCAA"). The Functionary and
his Canadian representatives have been receiving on-going information from
the Canadian officers and their representatives. No audit or verification of all
the information provided has been undertaken. Accordingly, no
representations are made as to the accuracy or completeness of the
information and all information is subject to further review.

3. Some of the information contained in this Report and its Appendices, are
forward looking statements, particularly regarding assets and rights'
realization procedures on one hand, and the review and determination of the
rights of various companies' creditors in the Urbancorp group of companies
(hereinafter: "the Group"), on the other hand. As detailed below, such
proceedings have not been completed yet. The information in this report is
based on the reasonable estimates of the Canadian officers regarding the
quantum of disputed claims that could be allowed /dismissed against the
Group's subsidiaries.  Accordingly, estimates of such realizations are
uncertain due to their dependence, inter alia, upon external factors and
foreign law, over which the Functionary has limited influence.

4. The inclusion of the information provided by the Canadian officers contained
in this Report and its Appendices, does not constitute the consent and/or
confirmation on the Functionary's part of the amounts, working estimates,
and/or evaluations, that are included therein and the Functionary reserves all

rights and claims regarding any such information.

1 See Appendix 1 of Report No.3 dated May 20%, 2016 and Appendix 1 of the Application for
Instructions dated June 13, 2016.



B.

INVITATION TO CREDITOR'S MEETINGS AND SHAREHOLDER MEETING

5.

Further to the Court's decision dated 9.1.2017, in Motion 29, an unsecured
creditors' meeting is summoned on the 24th of May, 2017 at 17:00 local Tel
Aviv time, and local 10:00 Toronto time, and a secured creditors' meeting on
the 24™ of May, 2017 at 16:00 local Tel Aviv time. As is customary, in the
preparation for convening creditors' meetings, a preliminary meeting of the
bondholders (hereinafter: "the Bondholders") will be held in coordination
with Reznik Paz Nevo Trusts Ltd, the Bondholders Trustee (hereinafter: "the
Bondholders Trustee" or "the Trustee"), in order to request and instruct the
Trustee on how to vote at the creditors' meetings.

The unsecured creditors' meeting will be held simultaneously, at the office of
Adv. Guy Gissin & Co. 38B HaBarzel St., Tel Aviv, Israel and at the office of the
Functionary's lawyer in Canada, Dentons Canada LLP, 77 King Street West,
Suite 400, Toronto, by using the means of communication that enables the
Canadian creditors to participate in the meeting and vote at the meeting
without the need to come to Israel. Creditors will be provided the option to
vote through voting letters in the Hebrew and English languages.

Suitable notices of convening creditors’' meetings will be published in
accordance with the law in Israel and in Canada.

The creditors' meetings, and also the preliminary Bondholders’ meeting, will
be conducted as detailed in Motion 29.

Likewise, a shareholders' meeting will be summoned for the 24t day of May
at 11:00 local Toronto time at the office of the Functionary's lawyer in
Canada, Dentons Canada LLP, 77 King Street West, Suite 400, Toronto. In
light of the Company's insolvency, it is questionable if the approval of the
Company's shareholders' is required in order to confirm the Arrangement
Plan, since the shareholders are subordinated to creditors until full payment
of the Company's debts, including arrangement expenses. A shareholders'
meeting is being convened in order to satisfy the provisions of the Securities
Law and its Regulations. However, even if the Shareholders’ approval is not

granted, but approval from the creditors' meetings is obtained, the



Arrangement Plan in its entirety will be brought to the Honorable Court for its

approval.

C. DESCRIPTION OF THE COMPANY'S BUSINESS

10.

11.

12.

13.

The Company was incorporated in Canada in June 2015 for the sole purpose

of raising debt in Israel from the issuance of public bonds. In December 2015,
the Company published a prospectus (hereinafter: "the Issuance
Prospectus") and issued about NIS 180,000,000 nominal value Bonds (Series
A) (hereinafter: "the Bonds"), which were registered for trading on the Tel-
Aviv Stock Exchange.
According to the Issuance Prospectus, Alan Saskin, through a company wholly
owned by him (Urbancorp Holdco Inc. (hereinafter: "Holdco")), holds the
Company's entire issued and paid up share capital and the voting rights
therein. Mr. Saskin served as the Company's chairman of the board of
directors, chief executive officer and president, until the Functionary’s
appointment.

At the date of filing this Motion, the Company's securities are as follows:

(a) The Company's Bonds (Series A), in the total amount of NIS
180,583,000 par value (security number in the stock exchange
1137041).

(b) 100 common shares of the Company, without par value, held by
Holdco. In light of the controlling shareholder's personal insolvency
proceedings, Holdco is managed by Fuller Landau, the proposal trustee
in such proceedings.

The Company is a Canadian company, which is regarded as a "reporting
entity" in light of the issuance of Bonds on the Tel-Aviv stock exchange.
Beginning shortly after the issuance of the Bonds (December 2015), the
Company, through subsidiary corporations, carried on business developing,
purchasing, leasing and selling commercial and residential land and buildings

and geothermal assets, in Toronto, Canada.



The Chart of the Company's Principal Holding Structure According to the

Issuance Prospectus
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14. As detailed in the framework of Chapters B' and C' of Report No.8, most of
the Group's assets are in various stages of realization in CCAA proceedings in
Canada. The realization of the remaining Group assets is being undertaken:

(i) in cooperation with KSV Kofman Inc., which was appointed as officer



(hereinafter "the Monitor") in the framework of the CCAA proceedings with
respect to most of the subsidiaries in the Group (hereinafter: "the General
Insolvency Proceedings"); and (ii). in cooperation with Fuller Landau Group
Inc. (hereinafter "Fuller Landau"), which was appointed as officer with
respect to another group of subsidiary companies (hereinafter "the Edge

Monitor"), all as detailed in Chapter D of Report No.8.

D. THE COMPANY'S DEBTS AND ADDITIONAL DATA

15.

16.

17.

The Company and its subsidiaries are undergoing insolvency proceedings in
Israel and in Canada. The Functionary, appointed by the court in Israel and
recognized in Canada, currently manages the Company, in place of the
Company's directors and officers. Accordingly, there is difficulty in obtaining
all the information required in accordance with Regulation 7 of the
Companies Regulations (Request for Compromise or Arrangement), 5762 -
2002 (hereinafter: "the Arrangement Regulations").

Therefore, the Honorable Court was requested and approved on April 27,
2017, pursuant to Regulation 8 of the Arrangement Regulations, an
exemption from submitting full details in the form required in Regulation 7 of
the Arrangement Regulations, with respect to the Company's assets, its
obligations, financial data, etc.

Therefore, and in accordance with the Court's approval as above mentioned,
the information in this Chapter C, together with financial information
detailed in Report No. 8, that has been neither reviewed nor audited will
constitute the disclosure required for approving the Arrangement Plan,
subject to the reservations included in the beginning of this Report

(hereinafter:" the Disclosure Report").

"2" A copy of the Company's Financial Statements for 2015, which are the

neither-reviewed nor audited, is attached hereto as Appendix No. 2.

18.

Below are details regarding the Company's debts and details regarding the

security that was provided to secure such indebtedness.



19. The main creditors of the Company are the Bondholders. On 7.12.2015 the
Company and the Trustee signed a deed of trust (hereinafter: "the Deed of
Trust"), in the framework of the Issuance Prospectus, in which NIS
180,000,000 par value Bonds, was raised, as stated previously.

20. Out of the amount of NIS 180,583,000 that was raised under the Issuance
Prospectus, an amount of approximately 8.5 million New Israeli Shekels
remains with the Trustee in accordance with the provisions of the Deed of
Trust as a reserve for interest and expenses. From this amount NIS 500
thousand was transferred to the Functionary, in order to finance the legal
proceedings in Israel and Canada. As of the date of this Motion, the reserve
balance in the Trustee's account amounts to approximately 8 million NIS.

21.In addition, the principal amount of the Bonds, as stated above, in
accordance with the terms of the Deed of Trust, bears annual interest at
8.15% until 12.4.2016, and annual interest of 8.65% commencing from
12.4.2016, as a result of a reduction in the rating of the Bonds. The Deed of
Trust provides additional interest for delay at an annual rate of 3% on the
unpaid balance of the debt. 2

22. As of the date of filing this Motion, the Functionary approved the Trustee
collecting the contractual interest up to the date of the Functionary's
appointment (25.4.2016) being the date of the stay of proceedings order. 3

23. The Bonds are secured by the following charges:

(a) A fixed exclusive first charge, unlimited in amount, on the dedicated
account, which is the account to which the issuance funds has been
transmitted and the account to which it has been committed to
transfer the full surplus* which is received from the Backup Projects (as

defined in footnote 5 below).>

2 The Bonds were called for immediate payment according to the decision of the debenture holders
dated 5.5.2016.

3 See in this matter, also the Official Receiver's position, with respect to the motion to extend the
Functionary's appointment dated 19.9.2016, according to which the order of appointment is the
relevant date regarding the counting of days in accordance with the provisions of Section 350b of the
Companies Law.

4 "Surpluses" as defined in the Deed of Trust include "All the funds which will be due to the Company
and/or the subsidiaries in the event of sale of the back-up project, partly or wholly, except for



(b) A fixed, exclusive first charge, unlimited in amount, of the full rights of
the Company, under the owners' loans granted from the Issuance
funds for the Back-Up Projects (as defined in the Issuance Prospectus),
for as long as the owners' loans have not been repaid by the
Company's subsidiaries.

24. As part of the decision in the debt claim of the Bondholders’ Trustee, the
Functionary acknowledged the components of the debt claim of the Trustee
which were allowed as a secured debt only up to the amounts which would
be actually received from the repayment of any of the owners' loans which
the Company provided for the Back-up Assets (as defined in the Issuance
Prospectus).

25. Other than the Bondholders, the Functionary is not aware of any other
creditors of the Company having a secured claim.

26. In addition to the Bonds, debt claims were filed in the aggregate amount of
NIS 8.5 million (contingent claims excluded), by service providers to the
Company and by officers and the subsidiaries of the Company. Out of the
debt claims that were filed, the Functionary, as of the date of filing this
Motion, has allowed debt claims in the aggregate amount of approximately
NIS 1.6 million.®

27. Full details of the debt claims decisions are set out in Report No.7, dated
8.2.2017 ("Report No.7). This Report was approved by both this Court and
the Canadian court. In relation to the decisions on the debt, one appeal was
filed in Israel (as detailed in paragraph 31 below), and four appeals were filed
in Canada, which as described in Report No.7, are being handled, in

accordance with Canadian law, before the court in Canada (except with

amounts required for the payment of all debts to the lenders financing the relevant project, with
respect to that project, plus the Permitted Amounts. In this regard, it should be clarified, that the
Company and/or the subsidiaries will be permitted, at any time, at their sole discretion, without
obtaining the approval of the Trustee and/or the holders of the Bonds, to sell one or more of the
backup projects provided that the proceeds due to the Company will be transferred to the dedicated
account."

5 The Backup Projects are the Back-up Assets together with the Downsview project.

6 The amounts are based on the exchange rate as of 25.4.2016, date of of the Functionary's
appointment (2.9731 NIS for 1 Canadian Dollar) and may change accordingly.



respect to Mr. Saskin's appeal who in the Issuance Prospectus undertook to

acknowledge Israeli law and jurisdiction). All the Canadian claims under

dispute (contingent claims excluded), are in the aggregate amount of 810,303

Canadian dollars ("Disputed Debt Claims").

28. The following is a summary of the debt claims which the Functionary

received, along with the amount approved with respect to each claim:

Creditor

Amount
Filed

Claim Summary

Approved Amount

Shimonov & Co.,
Attorneys at Law

usD 10,838

Fees due for ongoing
legal services provided
to the Company

uSD 10,838

uSD 20,000

Special Fee for
preparing annual
reports for 2015.

% %k %k 3k ok %k %k %k %k %k %k *k *k k k k k k%

Matri, Meiri &
Co.,Attorneys at
Law

Up to USD
125,000

Fees for
representation of the
Israeli Directors in the
Class Action of Tuvia
Fachold Vs. Urbancorp,
Inc. and Others (Class
Action no. 1746-04-16)
(Hereinafter: “The
Class Action”)

Up to USD 125,000,
subject to presenting
adequate invoices

PWC Canada

CAD 34,590

Fees for providing
services of valuation
reports audit

CAD 34,590

Mr. David
Mandel (Officer
/ Director)

CAD 6,899

Out of pocket
expenses borne by the
Creditor on behalf of
the Company

CAD 6,899

CAD
7,440,020

Indemnification claim
contingent upon the
outcome of claims filed
against Mr. Mandel in
his capacity as a
Director of the
Company

% %k %k 3k ok %k %k %k %k %k %k %k %k %k *k *k k k k

Janterra Real
Estate Advisors,
Inc.

CAD 53,223

Fees for preparing
appraisal opinion for
commercial real estate

3k 3k 3k 3k 3k >k %k 3k %k >k %k %k 5k %k %k %k k k k

10




Creditor Amount Claim Summary Approved Amount
Filed
CAD 256,791 | Payments borne for | CAD 160,000
WestSide the Company
Gallery Lofts,
Inc.
CAD 374,676 | Payments for
Urbancorp n1anagen1ent fees and sk 3k 3k sk sk 3k sk 3k sk sk 3k sk sk sk sk kosk kok
Toronto services provided as
Management well as reimbursement
Inc. (UTMI) for expenses borne for
the Company
CAD 139,080 | Fees for legal services
Barry provided s 3k 3k sk ok ok ok sk ok ok ok ok ok % sk ok Kk ok
Rotenberg,
Harris Sheaffer
LLP
CAD 618,000 | Commission payments
Homelife for brokerage services | ¥¥¥**xkkkkkkarikkk
Landmark provided
Realty, Inc.

148614 Ontario

Inc. (formerly
carrying on
business as

Coldwell Banker
Case Realty)

CAD 171,592

Commission payments
for brokerage services
provided. This creditor
and the Functionary
agreed to a court order
setting  aside  the
judgment against the
Company.

> %k %k 3k ok %k %k %k %k %k %k %k *k *k k k k k%

CAD 715,191 | Payments due for
Midnorthern plus interest | supply and installing of | *##kkakokxscodxkotx
Appliance equipment
NIS 221,018 | Directors NIS 221,018
Israeli Directors compensation - payroll
Dr. Eyal Geva, —
Mr Ronen NI'S. 42.2 | NIS 422 mllllc?n.
million Indemnification Claim | ##¥¥xcdoksorreckddfx
Nekar, Mrs. )
Daphna Aviram = Class Action
NIS 24,484 Damages for selling
Mr. Ma’aravi Company Bonds in loss | *%% %k sk skoxsokkoxkok ok
Yitzhak during the month of
Former  Notes April 2016
holder
Undisclosed | Claim contingent on
Apex Issuances the outcome of the
Ltd. class action suit no.

16552-04-16 based on

> 3k 3k 3k 3k %k %k %k %k %k %k %k *k %k %k %k *k k k

11




Creditor Amount Claim Summary Approved Amount
Filed
the Company’s
Indemnification
Undertaking
NIS 32,296 Fees for registration | NIS 32,296
Registration Co. company services
of Mizrahi provided
Tfahot Ltd.
NIS Payments of principal, | NIS 186,053,675
Raznik, Paz, | 191,553,788 | interest and interest
Nevo - on arrears on the
Series A Notes Bonds
trustees NIS 608,930 | Trustee compensation | NIS 608,930
and expense | Subject to presenting
reimbursement adequate invoices
including fees to their
attorney
Undisclosed | Contingent claim for
Mr. Alan Saskin indemnification ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok K ok ok
Undisclosed | A claim without a

KSV,
for
Company’s
subsidiaries
under the CCAA

Monitor
the

specified amount,
which may be based
on transactions and/or
undertakings by and
among the companies
in the group, pre-
insolvency

> %k %k ok ok %k %k %k %k %k %k *k *k k k k k k%

29. The Functionary received a number of contingent debt claims from the

controlling shareholder, service providers to and officers of the Company.

These debt claims are based on the Company's alleged undertaking to

indemnify these parties for any damages incurred a result of class actions

filed against them in connection with the collapse of the Company. The

Functionary's position is that this indemnity obligation, with respect to each

particular case, to the extent that one exists, is in any event limited, on the

one hand based on the relevant agreement and also by virtue of the

Company's decision dated 15.3.2016, to an amount not exceeding 25% of

the Company's equity. Given the Company's insolvency, no equity value

12




30.

31.

32.

33.

whatsoever can be attributable to the Company until all the debts are fully
repaid, including all the expenses of the Company's insolvency proceedings.
For the above mentioned reasons, amongst others, the Functionary
disallowed all the contingent debt claims.

One of the disallowed contingent debt claims, was filed by three of the
Company's Israeli directors (Mr. Ronen Nekar, Mrs. Daphna Aviram and Dr.
Eyal Geva). These directors filed an appeal of the Functionary's decision
dismissing their contingent debt claims (Civil Appeal 33007-01-17). The
Functionary reached an arrangement with the directors, in this proceeding,
that was confirmed by the Court on the 1.3.2017 (and in the amended
decision dated 2.3.2017). This arrangement dismissed their appeal but also
amended their contingent debt claim so that the appellants' rights by virtue
of the letters of indemnification provided to them by the Company will have
the status of subordinated debt, after full repayment of all other creditors
and including the full expenses of the insolvency proceedings — but prior to
the repayment to the Company's shareholders', directly or indirectly. The
indemnification shall not exceed an amount equal to 25% of the Company's
equity on the date of actual payment.

The Functionary received a debt claim from a former Company bondholder,
for (alleged) damages resulting from a loss in selling the Company's Bonds in
April 2016. In addition, the former holder filed Application No. 23 for
Instructions, in this proceeding, within which he requested this Honorable
Court to instruct the Functionary to acknowledge the debt claims of the
former bondholders in accordance with the difference between the purchase
price of the bonds and the loss actually incurred. On 24.1.2017 the Court
dismissed the application. Whilst determining that the debt claim has been
disallowed, the applicant reserved his full claim with respect to Class Action
1746-04-16 Fachold vs. Urbancorp et al (see below).

Moreover, Mr. Tuvia Fachold filed a request for approval of a class action in
the amount of approximately NIS 42 million (Tel Aviv District) against the
Company, its controlling shareholders and additional officers. In the

Honorable Court's decision dated 14.11.2016, approval was granted to

13



34.

35.

36.

continue managing the request for approval of the class action against the
Company, subject to Mr. Fachold depositing the amount of NIS 75,000 in the
court fund, for ensuring the Functionary's expenses with respect to the claim.
The amount mentioned was deposited by Mr. Fachold in the court fund on
29.11.2016 (the decision dated 6.11.2016 Request 10).

On 14.3.2017, Mr. Fuchold filed an application to instruct the Functionary to
set aside monies in the creditors' fund in respect of the class action (Request
No.34). On 26.4.2017, the Functionary submitted his objection to the
application to set aside monies, inter alia, as the application is theoretical as
there is no motion to the honorable court to approve any distribution, as Mr.
Fuchold is not currently a creditor of the Company, and since he has not
clarified the amount claimed on behalf of former bondholders. The court
ordered Mr. Fuchold to respond to the Functionary's response by 21.5.2017.
Likewise, Apex Issuances Ltd. (which was the main underwriter of the
Company's Bonds issuance in December 2015), filed a request for permission
to file a third party notice against the Company, within a request for approval
of a class action suit filed by another class action plaintiff — Mrs. Naomi
Monrov vs. Apex, (Request No.24). In Apex's reply to the Functionary's
response, Apex noted that as far as the application may be approved, it
would waive the debt claim filed with the Functionary, as specified in
paragraph 36 below. In the hearing that took place on 24.4.2017, the court
instructed that Apex’s claim shall be dealt with in the framework of its appeal
from the Functionary's disallowance of Apex’s claim. Therefore the court
instructed Apex to file a notice of appeal as aforesaid by 28.5.2017, and the
Functionary is to respond to such appeal by 28.6.2017.

The Class Plaintif, Mr. Fuchold, did not file a debt claim. Apex did file a debt
claim, "whose existence and its amount are contingent on the results of the
Class Action suit" that was filed by Mrs. Monrov. The Functionary disallowed
Apex's debt claim. On 9.1 2017 the court approved Apex's motion to extend
the date for filing an appeal of the Functionary's decision on the debt claim

until the decision in Request No. 24 (Motion No.30).

14



"3" a list of the Substantive Legal Proceedings to which the Company is a party
edited in accordance with Form 6 of the Addendum to the Arrangement

Regulations is attached hereto as Appendix No. 3

37.In order to avoid, as far as possible, using reserve funds that have been left
by the Bondholders in order to finance legal proceedings, ’ the Functionary
reached an agreement with the Monitor with respect to financing the costs
of the legal proceedings in Canada, out of existing funds and/or funds that
may be received by the Company's Canadian subsidiaries up to the amount of
1.9 million Canadian dollars, or any increased amount, that will be agreed
upon with the Monitor in the future and approved by the Canadian Court. As
of the date of this Report, the costs of administration of legal proceedings in
Canada amount to approximately 1.35 million Canadian dollars, including the
costs of employing the Functionary's financial and legal Canadian consultants
(approved by the court) totaling approximately 1.32 million Canadian dollars,
and various expenses including accounting (preparation of financial
statements) and trips to Canada, in the amount of approximately 30

thousand Canadian dollars.

E. THE PROPOSED DEBT ARRANGEMENT

El. General

38. In the framework of this chapter, we will place before the Honorable Court
the principles of the Arrangement Plan, which, as stated in the introduction
are as follows:

(a) Distributing the Proceeds Realized from the Group, as detailed and in
accordance with the anticipated time schedule that is included in
Report No.8, including an interim distribution expected to be as of

the date of the report in the sum of approximately 20 million

7 See the decision of the Bondholders from 8.5.2016 with respect to the non distribution of monies
from out of the interest cushion that has been deposited to secure the debenture interest, for
funding administration expenses, subject to the law and court approval (reference no. 2016-10-
061312).

15



Canadian dollars out of the Assets' Realization Proceeds (as defined in

Report No.8) anticipated during the months of May or June 2017.

(b) Distribution of amounts that may be received from Assets' Realization

(c)

Proceeds from the Group in accordance with future asset realizations
and/or the process of resolving disputed debt claims, all as detailed in
Report No.8.

Distribution of amounts that may be received as a result of legal
proceedings that might be taken against third parties and/or the
controlling shareholder, his family members and companies controlled
by them, with respect to a breach of undertakings in the Issuance
Prospectus and/or transactions that have been unlawfully

undertaken,, all as detailed in the framework of Report No. 8.

(d) Taking actions in order to continue the realization on assets that have

(e)

(f)

(g)

already been approved by the Canadian court, as detailed in Report
No. 8.
Examining the possibility of realizing additional Group assets, and, in

particular, the rights in the Downsview project and geothermal assets, as

detailed in Report No.8.

The continued investigation of the circumstances for the collapse of
the Company may lead to taking action against various parties who
were involved in the Company's collapse. With regard to the potential
proceedings against the controlling shareholder, because of his
personal insolvency proceedings, it is unclear what the rate of return
(if at all) that the Company may be able to collect in the framework of
any such proceedings.

Assignment of claim rights of Bondholders to the Arrangement , in
order to institute actions and legal proceedings against third parties
who in accordance with the investigations performed by the
Functionary were involved in the collapse of the Company in Israel and

in Canada, including the controlling shareholder and third parties,
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(h)

(i)

professional consultants, underwriters etc., and instructions required
to finance activities as stated.

Maintaining Reserves out of the funds that may be received as a result
of the Group's assets realization and/or rights to claim for repaying (as
necessary) the proportional part of Disputed Claims and/or in
accordance with the Honorable Court's decision the proportional part
of the required amounts in connection with the class action law suits,
as detailed below.

Maintaining Reserves out of the funds that may be received as a result

of the Group's assets realization and/or rights to fund legal

proceedings by the Functionary in Canada.

E2. DEFINITIONS

"Bonds"

"Court"

"The
Arrangement" or
"Arrangement
Plan"

"Conditions

Precedent"

"The
Arrangement
Plan Effective
Date"

"Business Day"

"The Realization
Proceeds"

The Company's

The Company's Bonds (Series A) in the total amount NIS
180,583,000 par value (security number in the stock
exchange 1137041);

The District Court in Tel Aviv —Yafo.
The creditors' arrangement pursuant to Section 350 of

the Companies Law, 5759-1999, as detailed in this
Motion and its Appendices.

The conditions precedent to perform the arrangement
and the activities as detailed in this arrangement Plan, as
detailed in Chapter E8 below.

The date of fulfillment of the Conditions Precedent.

Any day, other than Saturday or Sunday, when most of
the banks in Israel and in Ontario, Canada are open for
business.

The proceeds of realization of the subsidiaries assets, as
detailed below and in Report No. 8.

The Company's net proceeds, that may actually be
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Proceeds" received from the Realization Proceeds and/or the legal
proceedings proceeds, after the deduction of realization
expenses, taxes, the return of mortgages, debt priority
rights and those alike.

"Legal Legal proceeding proceeds that have been taken
Proceedings (instituted) by the Edge group of companies, as detailed
Proceeds" below and in Report No.8., and additional legal

proceedings as far as they may be taken by the
subsidiaries and the Company.

"The Companies Regulations (Request for Compromise or
Arrangement Arrangement), 5762 -2002
Regulations"

E3. DISTRIBUTION OF THE GROUPS ASSETS' REALIZATION PROCEEDS

39. Commencing on the Arrangement Plan Effective Date, the Functionary will
act in order to distribute the Company's Proceeds to the Company's creditors,
in proportion to their share and priority out of the Company's total debts,
subject to the order of priority and subject to maintaining adequate reserves
all as set forth in this Chapter below (hereinafter: "the Distributions"). As
detailed in depth in Report No.8, the Functionary sets out below the
information with respect to the anticipated distributions.

40. In the Monitor's fund, there are Realization Proceeds from four out of
five Back-Up Projects, which are the main assets of the Group, and
whose cash flow surpluses were supposed to repay the debt to the
Company's Bondholders (hereinafter: the "Backup Assets")® and also
the proceeds realized from the Company's ownership rights in its
subsidiary, Urbancorp 60 St. Clair Inc. (hereinafter: "St. Clair").

41. As detailed in Report No.8, the Realization Proceeds from the Back-up
Assets and St. Clair total approximately 76.5 million Canadian dollars.

According to the information provided to the Functionary, following the

8 The Backup Assets are project Lawrence, project Mallow, project Patricia, and project Caledonia.
Project Downsview is defined in the Issuance Prospectus as Backup Asset as well. Notwithstanding,
the realization of such project has not been carried out yet as detailed in Report No. 8 and it is not
part of the general insolvency proceedings.
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repayment of mortgages, legal expenses as at the relevant date and
repayment of the loan provided for the administration of the General
Insolvency Proceedings, the net proceeds from the Back-up Assets' and
St. Clair realization will amount to approximately 64.7 million Canadian
dollars (hereinafter: the "Assets' Realization Proceeds").

42. As stated in Report No.8, out of the Assets' Realization Proceeds, the
Monitor has already recognized third party (other than the Company)
home purchasers' (deposit refunds) and suppliers' debt claims in a
cumulative amount of approximately 15.5 million Canadian dollars. As
of this date, the Functionary's (debt) claim, on the Company's behalf,
was partially allowed, at approximately 47 million Canadian dollars® for
loans granted by the Company (out of the Bonds issuance proceeds) to
the subsidiaries, including those holding the Back-Up Assets. The
parties have agreed to reserve the Functionary's rights to dispute the
disallowance of the remaining amounts that were claimed (including
with respect to the respective part of each subsidiary of the Bonds
raising costs). It is possible that there may be sufficient proceeds
available to pay the disputed portion as equity, after repayment of the
subsidiaries’ other creditors, which would negate the need to challenge
the disallowed part of claim.

43. Distribution to creditors of the Assets' Realization Proceeds will occur
gradually according to the progress of resolving appeals from the debt
claims that the Monitor disallowed. According to the information
provided to the Functionary and included in Report No.8, the expected

distributions are as follows:

43.1 An initial interim distribution in the amount of approximately
20 million Canadian dollars. This distribution requires settlement or

court determination of the appeal from the disallowance of Tarion

9 Out of those sums, an amount of approximately 10 million Canadian dollars was approved regarding
an owners' loan provided by the Company to the Downsview project which, as detailed below, was
not yet sold and is not subject to the General Insolvency Proceedings.
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Warranty Corporation, the Ontario, Canada home builders insurance
organization, in the sum of approximately 2.6 billion Canadian dollars,

which is expected in May/June 2017.

43.2 An additional distribution of the balance of reserves funds that
has been maintained by the Monitor pending the decision in the home
purchasers claims (who claimed for damages beyond their rights to
repayment of their deposits recognized by the Monitor) in the amount
of 10 million Canadian dollars. The Canadian court disallowed the
home purchasers' damages claim in a decision released 18.4.2017.
However, there is a 21 day period appeal period under Canadian law.
Hearings with respect to the remaining disputed claims, as defined in
Report No.8, in the amount of approximately 9.2 million Canadian
dollars have not yet been scheduled. However, the estimation is that
these will take place over the next few months. Following the
decisions on the disputed claims, the remaining funds shall be released
for distribution to the extent that the disallowances are sustained and

not subject to further appeal.

43.3 An additional sum of 10 million Canadian dollars from the
Realization Proceeds is being held by the Monitor for the continued
funding of the General Insolvency Proceedings (hereinafter: the
"Proceedings Funding Expenses"), including the realization of the
Group assets', primarily the Company's holdings in the Downsview
project and the geothermal assets. As detailed in Report No.8 it is
impossible to estimate at this date the ability and/or the potential

realization value of the Group's holdings in these assets.

"4" A copy of the Monitor's forecast regarding the proceeds and distribution expected
for the Company out of the proceeds realized from the Back-up Assets and St. Clair is

attached herewith as Appendix 4.

44. In addition, as detailed in Report No.8, the Company's subsidiaries, Urbancorp
Residential Inc. and King Residential Inc. currently are selling 28 residential

units that they own. In order to maximize their realization only a limited
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45.

46.

47.

48.

number of units are being offered for sale at a time. According to information
provided to the Functionary, the residential units' sale is progressing in a
satisfactory manner and the proceeds received exceed expectations. The net
consideration expected from the realization of those assets, following
mortgage and expenses repayment, is not expected, according to information

provided to the Functionary, to exceed 3.2 million Canadian Dollars.

The realization of residential units in the Edge Group (as defined in Report
No.8), is expected to yield proceeds in the amount of approximately 12.6-
13.4 million Canadian dollars. The Edge Group has no additional significant
assets to realize, except a potential right in public areas in the Edge project,
regarding which negotiations are ongoing with the City of Toronto, the details
of which are currently privileged, and certain other claim rights as detailed

below.

As detailed in Report No.8, the separate monitor for the Edge group CCAA
proceedings, Fuller Landau (hereinafter: "the Edge Monitor"), acknowledged
an amount of approximately 16.6 million Canadian dollars out of the debt
claim filed by the Functionary in the amount of approximately 17 million

Canadian dollars.

According to information provided to the Functionary, no distribution of
proceeds from the sale of residential units by the Edge Monitor is expected
before completing the proceedings for the sale of all units and resolving the

Edge Group debt claims, the forecast for the completion of is not yet known.

Likewise, as detailed in Chapter 3C of Report No.8, the Edge Monitor will in
the upcoming weeks start proceedings to recover from the Canada Revenue
Agency 12 million Canadian dollars that the Company’s controlling
shareholder, shortly before commencing insolvency proceedings, caused to
be paid on account of the value added tax that one of the Edge companies
owed. In addition, the Edge Monitor intends to initiate legal proceedings
against the unlawful transfer of residential units in the Edge project, to

creditors of the controlling shareholder and/or other Group companies, in the
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months prior to the Company's collapse. The potential results of these

proceedings are expected to become clearer during the next 6-9 months.

These proceedings, if successful, may be a significant additional source of

return.

"5" A copy of the Edge Monitor's forecast with respect to the proceeds expected

from the Edge assets compared with the creditors' claim amounts filed and/or

acknowledged is attached herewith as Appendix 5.

49.

50.

51.

The distribution will be made in accordance with this court’s instructions and in
accordance with the principles of this Arrangement Plan, in light of the
Realization Proceeds actually received and the need to maintain reserves as

detailed in the Arrangement Plan.

E4. PROCEEDINGS EXPENSES AND SECURED CREDITORS

In accordance with the Bondholders’ resolution dated 8.5.2017, an amount of
NIS 500 thousand was transferred to the Functionary for financing the
expenses of legal proceedings (hereinafter: "the Proceedings Expenses"), as
necessary, provided that the Proceedings Expenses shall have the status of
liquidation expenses and will be returned by the Functionary to the Trustee
out of proceeds that may be received from the realization of the Company's
assets or rights, prior to any other distribution to creditors or the payment of
the Functionary's fee. Therefore, the Proceedings Expenses shall be repaid to
the Bondholders Trustee prior to any other distribution.

As detailed in Motion No.29, as part of the debt decision in the debt claim of
the Trustee, the Functionary acknowledged the components of the debt
claim of the Trustee which were allowed as a secured debt, up to the
amounts which are actually received from the repayment of any of the
owners' loans which the Company granted for the Back-up Projects.
Therefore, proceeds received from realization of the Back-Up Projects shall
constitute an amount owed to the Bondholders up to the owners’ loans

granted with respect to same project (hereinafter: "the Secured Debt").
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52.

53.

54.

55.

As detailed above (and in detail in Report No.8), as of the date of this Motion
the Monitor, which manages most of the Group's assets, received proceeds in
the amount of about 64.7 million Canadian dollars from realization of the
Back-up Assets, and the interest in St. Clair.

In light of the above mentioned, and to the date that the full amount of the
Secured Debt is repaid to the Trustee, any amount that may be received from
the realization of the Back-up Projects will be used to repay solely the
Secured Debt, until full repayment thereof. Proceeds of realization from
assets which are not Back-Up Projects and/or from the remaining proceeds of
the Back-Up Projects realization, to the extent any exists, after repayment of
the Secured Debt, will be applied to the Company's ordinary (unsecured)
debts in proportion to each creditor’s percentage share of the Company's
total debt. Accordingly, the total proceeds that will be paid to the Company's
unsecured creditors, until repayment of the Secured Debt in full, will be equal
to the proportional part of the proceeds of the realization from assets other
than the Back-up Assets, according to the share of each ordinary creditor's
claim in the total unsecured claim (including the portion of the Bondholders'
debt claim that is unsecured).

A refund of approximately 125 thousand American dollars, was received in
the Functionary's account that was paid by the Company's subsidiary,
Westside Gallery Lofts Inc. (hereinafter: "Westside Gallery") for legal services
that the service provider undertook to grant the Company and the controlling
shareholder together, and that was not actually provided. The funds were
returned to the Functionary on 15.10.2016, and are exclusively destined to
pay Westside Gallery directly or through set-offs according to the law, and for

no other purpose.

ES. MAINTAINING RESERVES

From each amount that will be distributed, the following reserves will be
maintained (left) in the Functionary's fund (hereinafter: "the Reserves"):
55.1 An amount equal to the proportional rate of the distribution to the

Company's unsecured creditors, with respect to each claim under dispute
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that has not been finally resolved at the date of the relevant distribution
(hereinafter: "the Disputed Claims Reserves"). For greater certainty, the
Disputed Claims Reserves will be maintained from the funds that will
otherwise be available for the benefit of the Company's unsecured creditors,
as none of the disputed claims are secured claims.

55.2 If, contrary to the Functionary's position, the Honorable court will so
instruct the Functionary to hold reserves with respect to the class actions, as
detailed in paragraphs 34 and 35 above, a reserve in an amount equal to the
proportional rate of the funds designated for distribution towards the
Company's unsecured creditors, will be kept by the Functionary
(hereinafter: "the Class Action Reserves"). For greater certainty, the Class
Action Reserves will be maintained from the funds that will otherwise be
available for the benefit of the Company's unsecured creditors, as none of

the class action claims are secured claims.

55.3 A reserve amount as shall be required, pursuant to the Functionary's
estimate and subject to the court’s approval (in the framework of application
for distribution of dividend), for funding the Functionary's expenses,
including funding the costs of his Canadian legal representative, his financial
consultant, the accountant's costs, as necessary and additional expenses in
kind including funding trips to Canada, including in connection with taking
legal proceedings as detailed in section E6 below (hereinafter: "Funding the

Expenses Reserves").

It is clarified that the amount of Funding the Expenses Reserves has been
determined, inter alia, on the basis of the funding arrangements with the
Monitor, and the Bondholders' decision dated 8.5.2016, with respect to the
non-distribution of interest reserve monies in order finance the costs of
proceedings, as required. As far as the costs of proceedings are not funded
by the Monitor as stated in paragraph 37 above and/or the Bondholders'
will decide to distribute the interest and expenses reserve funds, the
Functionary will be required to maintain significant reserves for the

administration costs of proceedings in Canada.
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56.

57.

58.

ES. ACTIVITIES FOR REALIZATION OF THE REMAINING ASSETS OF THE

GROUP

The Functionary will continue examining the possibility of realizing on the
Group's remaining assets in Canada and, in particular, the Downsview project
and geothermal assets, with limitations as detailed in Chapter D of Report
No.8, including limitations involved in the realization of the holding in the
Downsview project, whose building and development have not yet been
completed, and difficulties arising from the ownership and holdings structure

and the existence of legal proceedings with respect to the geothermal assets.

E6. ASSIGNMENT OF CLAIMS RIGHT AND TAKING LEGAL PROCEEDINGS

The Company's creditors hereby assign, with an absolute and irrevocable
assignment to the Functionary's benefit, all their claim rights against any
third party whatsoever, including against debtors, governmental authorities,
former officers in the Company, the controlling shareholder of the Company,
his family, and entities related to him, accountants, auditors, consultants,
underwriters, various institutional entities in Israel or Canada, as well as
insurance companies that granted to any one of the above mentioned,
professional indemnity insurance and/or insurance in the undertakings in the
Issuance Prospectus, including in connection with the reasons that lead to
the collapse of the Company (collectively, hereinafter: "the Third Parties").
This includes any claim and/or demand and/or cause of action and/or any
remedy available to them, including any relief available to them by virtue of
the Securities Law and/or Deed of Trust, against any third party whatsoever,
including without derogating from the generality of the above mentioned, in
order to take actions and legal proceedings that are required in accordance
with the investigations that have been performed by the Functionary, with
respect to the involvement these entities or individuals, or any one of them,
had in the collapse of the Company.

Without derogating from the generality of the above mentioned, and subject

to the approval of the Israeli court, the Functionary is hereby authorized to
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take actions in suitable proceedings against any Third Party which, in
accordance with his investigations, the Functionary believes bears some
responsibility for the collapse of the Company and/or a breach of any law

and/or causing damage to the Company or its creditors.

E7. CONDITIONS PRECEDENT

59. The Arrangement Plan is conditional on the approval of the arrangement at
the creditors' meetings by the majority as determined in Section 350 (i) of the
law, that is the majority of those participating in the vote (other than
abstentions), who jointly have three fourths of the value represented at the
vote, or the circumstances as described in section 350m of the Companies
Law in the Company's creditors' meetings.

60. The Arrangement Plan is not conditional on the approval of the shareholders'
but whose meeting will be convened on the date as set out in section 9 above
in order to report to the court on their position with respect to the
Arrangement Plan for the record.

61. The approval of the Court of the Arrangement Plan according to the
provisions of section 350 of the Companies Law and receipt of recognition

from the Canadian court.1°

E8. THE FUNCTIONARY'S AUTHORITIES AND HIS FEES

62. The Functionary has been granted with authority to complete the
Arrangement and execute all the authorities as detailed in the appointment
order dated 25.4.2016, which has already been recognized by the Canadian

courts, as follows:

"l hereby appoint Adv. Guy Gissen as functionary in Urbancorp Inc.
and grant him the authority to exercise the Company's authority, for

all the following actions:

10 As the Company is a Canadian Company, shortly after the approval of the Arrangement Plan by this
court, a motion for recognition of the Arrangement Plan and such resolution shall be filed with the
Canadian court.
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e to locate, track and seize all Company's assets, of any sort or
type whatsoever, including its funds and rights in the
subsidiaries.

e to exercise the Company's power of control in the subsidiaries.

e to obtain all information, of any sort or type whatsoever,
pertaining to the Company's activities, its property and its rights;
the same applies to the subsidiaries.

e to negotiate with the subsidiaries' trustee, and for this purpose
to also approach the Canadian court as an authorized

representative of the Company.

to track the Company's activities prior to the prospectus and

thereafter.

For the purpose of exercising these authorities, the Functionary is
hereby authorized to appear in the Company's name before any
body, authority or person in Israel or abroad; to obtain any
information whatsoever from any of the Company's factors, from
the controlling shareholders, from the authorities and from any
person who has provided or is providing services to the Company;
and to obtain from them all the documents he believes shall be

required for fulfilling his position."

63. Subject to the Court specific approval, legal fees shall be approved for the
Functionary in accordance with the Companies Regulations (Rules on the
Appointment of Receivers and Liquidators and their Compensation) 5741 —
1981.

64. In addition, should the Court approve the Functionary himself, or through the
lawyers in his office, initiating legal proceedings on behalf of the Company
against Third Parties, ' the Functionary and his legal advisors shall be entitled

to separate, contingent legal fees for managing such legal proceedings at a

1 Including as detailed in paragraphs 57 and 58 above (on the one hand in the framework of this file
and also as a separate claim).
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65.

66.

67.

rate of 20% (at least) plus Value Added Tax plus disbursements, from
amounts that may be collected for the Company's and/or creditors' benefit
(whether obtained by virtue of a judgment against or settlement with any

such Third Party).

E9. THE COURT'S AUTHORITY

In accordance and subject to the Canadian court's decision dated 15.6.2016,
recognizing this proceeding as the Foreign Main Proceeding, the District
Court in Tel Aviv in the framework of liquidation case 44348-04-16, is the only
competent court regarding this Arrangement Plan and will be given the sole,
exclusive authority in all matters related to performing this Arrangement Plan
and in any matter that may arise as a result of thereof, unless specifically

stated otherwise in the Arrangement Plan.

E10. GENERAL PROVISIONS

The confirmation of this Arrangement Plan constitutes a confirmation of all
its Appendices, even if not given explicit expression in the instructions of this
Motion.

This Arrangement Plan is meant to direct the handling of the Company and its
creditors' rights, and performing distributions of funds received by the
Company. In light of the complexity and uncertainty prevailing at the date of
this Report with respect to the date and/or the amount of the proceeds that
may be received, the outcome of the proceedings that may be taken against
the Third Parties, and also the expected rate of return of the debts according
to the Arrangement Plan, this Arrangement Plan is subject to changes and
updates, subject to the court's approval. Should the court deem any change
to be material to the provisions of the Arrangement Plan, such change shall
be subject to the approval of creditors' meetings as determined by this

Report and in Motion No. 29.
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68. The conduct of the creditors’ meetings shall be governed by applicable Israeli

law.

"6" a form of proxy and voting letter is attached hereto as Appendix 6.
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Y?el Hershkovitz, Adv. Gilz/ ergstin, Adv. Mich:‘LeI)éMAdv.
The Functionary's attorneys

Today, April 30, 2017
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At the Tel Aviv liquidation case 44348-04-16
District Court Motion no.

Before the honorable president

Judge E. Ornstein

In the matter of: The Companies Law of 5759 — 1999 The Companies Law

The Companies Order [New Version] of 5743 — 1983

And: Urbancorp Inc. Canadian company no. 2471774
The Company
20.4.2017 Decision

Motion 36 in case 44348-04-16
Judge E. Ornstein

For the reasons of the motion | hereby extend
the Functionary’s appointment until 21.7.2017.

And: Adv. Guy Gissin —Company's functionary

—

By his reps adv. Yael Hershkovitz and\or Gilad Bergst{génrt_‘ﬂed Trans\at'\on

Of the Gissin & Co. Law Firm ///

Of 38B HaBarzel St. Tel Aviv 69710 7
Yael Hershkovitz, Advocate

Phone: 03-7467777; fax: 03-7467700 Israeli License No. 44393

/=

The Functionary

And: The Official Receiver

Of 2 HaShlosha St. Tel Aviv

Phone: 03-6899695, fax: 02-6462502

The Official Receiver




Functionary's Update Report no. 8

And Motion for the Extension of Functionary's Appointment

In continuation of the details provided under the motion for the extension of
Functionary appointment and the order for the convening creditors' meetings
(motion no. 29) dated January 8" 2017 (hereinafter: "Motion 29"), the Functionary
hereby updates the honorable court regarding the progress of Canadian
proceedings, and the sources that will be available to the Company for distribution
to its creditors under the debt settlement proposal, which the Functionary will
publish as detailed below in this report. Furthermore, an extension of Functionary
appointment is requested until July 21%" 2017, in order to enable Company debt

settlement approval and promotion, as detailed below.

A. Information Brought in this Report

1. The information brought in this report is based on un-reviewed,
unaudited financial information, received from Company and subsidiaries'
books. This information was provided to the Functionary, following his
investigation and requirement and according to the co-operation
protocols signed by him with the officers appointed by the Canadian
Court’, who manage the subsidiaries undergoing settlement procedures
(CCAA). The Functionary and his Canadian representatives are acting and
receive on-going information vis-a-vis the Canadian officers and their
representatives. However, so far no audit or verification of the entire
information provided has been possible such that all information is
subject to further examinations.

2. As detailed within the Report and its appendixes, some of the information
provided is forward looking statements, particularly regarding assets and
rights' realization procedures on one hand, and review and determination
of the rights of the various Group companies' creditors on the other hand.

As described hereinafter, those procedures are still pending. The

! See Appendix 1 of report no. 3 dated May 20" 2016 and Appendix 1 of the motion for instructions
dated June 13" 2017.



information in this report is based on the reasonable estimates by the
Canadian officers regarding the scope of disputed claims that could be
sustained\dismissed against the Group subsidiaries. Thus, there is a
degree of uncertainty with respect to information and estimates of
proposed realizations, due to their dependence, inter alia, upon external
factors and foreign law, over which the Functionary has limited influence.
3. The inclusion in this report of information provided by the Canadian
officers does not constitute Functionary's consent to and\or confirmation
of the amounts, working estimates and\or evaluations it includes, and the
Functionary reserves all rights and claims regarding any such information.

B. Expected Proceed from the Sale of Assets of Subsidiaries Undergoing

General Insolvency Proceedings

4. As detailed in previous update reports, most Company subsidiaries are
managed by KSV Kofman Inc., the Canadian officer handling their
creditors' arrangement proceedings (Companies' Creditors Arrangement

Act — CCAA) (hereinafter: the "Monitor" and "General Insolvency

Proceedings ").?

5. The Functionary has filed debt claims under the General Insolvency
Proceedings against the relevant subsidiaries managed by the Monitor, in
an accumulative amount of approximately 57.7 million Canadian Dollars.
Since according to the Functionary, fundraising in the (A Series) bonds
(hereinafter: the "Bonds") the Company issued in Israel in December
2015 was mainly aimed at the repayment of subsidiary debts, the debt
claims filed also include a relative part of the raising costs of the funds
transferred to the subsidiaries, including Bonds raising costs (see details
in update report number 6 dated November 10%" 2016). In addition, the

debt claims include, inter alia, all enforcement expenses in Israel and

? For a complete picture it is noted that according to the decision by the Canadian Court dated
December 14" 2016, in light of various trust agreements between group subsidiaries, most of those
subsidiaries' insolvency procedures will be handled as one. Thus, all debt claims are served against
most of these companies under the General Insolvency Proceedings, and assets' realization
considerations as detailed infra are used for the repayment of most debts of the relevant subsidiaries
under the General Insolvency Proceedings.



Canada as well as a demand to receive any residual equity value to be left
in any of the subsidiaries (following the repayment of their undertakings).
6. As of the date of this report, the Functionary's debt claim was partially
approved at approximately 37 million Canadian Dollars under the General
Insolvency Proceedings, and an additional amount of approximately 10
million Canadian Dollars was approved regarding an owners' loan
provided by the Company to the Downsview project, which as detailed
below is not subject to the General Insolvency Proceedings. The vast
majority of the approved amount is attributed to the owners' loans' funds
granted by the Company to the subsidiaries from the consideration for
the Bonds' issuance. The Functionary and the Monitor have agreed to
reserve their arguments regarding unapproved part of the debt claims
amounts, considering that should the Company be entitled to a refund of
residual equity value (if any) from those companies, the need in debating

some of the parties' disputes in that matter could be negated.

"1" A copy of the debts claims filed by the Functionary and the Monitor's

notice of their partial allowance is attached as Appendix 1.

7. As detailed in Motion 29, four of the five Back-up projects, which are
main assets of the Urbancorp Group's companies (hereinafter: the
"Group") and whose cash flow surpluses were supposed to repay the
debt to Company Bonds' holders (hereinafter: the "Back-up Assets"),’
were sold during the past months under the General Insolvency
Proceedings, and their total sale consideration amounts to approximately
76.5 million Canadian Dollars which are deposited, as at this report, in

accounts held by the Monitor.

8. The Company's rights in several residential units under joint ownership of

Company subsidiary, 60 St. Clair (hereinafter: "St. Clair") (a 40% interest),

* The Back-up Assets are the Lawrence project, the Patricia project, the Mallow project and the
Caledonia project. The Downsview project is defined in the prospectus as well as a Back-up project,
but it has not been sold under the sale procedures detailed herein and will be discussed later on.



10.

11.

12.

were also sold, and the total proceeds from the St. Clair sale to the
relevant subsidiary amounts to approximately 1.9 million Canadian

Dollars.

In addition, as detailed in Motion 29, Company subsidiaries, Urbancorp
Residential Inc. and King Residential Inc. are currently marketing for sale
28 residential units owned by them. Considering the conditions of
Toronto's residential market and so as not to harm the units' value, a
limited number of units are being offered for sale at any given time. As at
this report, the sale of 2 units has been completed, the sale of another 4
units is subject to the execution of an agreement expected in the coming
weeks, and around 5 more units will be offered for sale during the coming
month. According to information provided to the Functionary, the
residential units' sale is progressing in a satisfactory manner and the
prices exceed expectations. The net consideration expected from the
realization of those assets for the subsidiaries (following repayment of
mortgages and expenses) is not expected, according to information

provided to the Functionary, to exceed 2 million Canadian Dollars.

According to information provided to the Functionary, following the
repayment of mortgages, legal expenses as at the relevant date and
repayment of the loan provided for the funding of the General Insolvency
Proceedings, the proceeds from the sale of the Back-up Assets' and St.
Clair realization will amount to approximately 64.7 million Canadian

Dollars (hereinafter: the "Assets' Realization Proceeds").

Out of the Assets' Realization Proceeds, the Monitor has already
recognized suppliers and home purchasers' debt claims (for refund of
their deposits) in the aggregate amount of approximately 15.5 million

Canadian Dollars.

According to information provided by the Monitor to the Functionary, the
former intends to maintain reserves in the sum of approximately 9.2

million Canadian Dollars to pay disputed debt claims (hereinafter: the



13.

14.

15.

"Disputed Claims"), an additional sum of approximately 10 million
Canadian Dollars to repay for losses claims by home purchasers
(hereinafter: the "Home Purchasers' Claims") as well as an additional sum
of approximately 10 million Canadian Dollars for the continued funding of
General Insolvency Proceedings (hereinafter: the "Procedures Funding

Expenses"), as detailed in chapter D below.

Also, there are claims by the Tarion Warranty Corporation — the Ontario
home builders insurance organization (hereinafter: "Tarion") — in the sum
of approximately 2.6 million Canadian Dollars, which were disallowed by
the Monitor. The parties are negotiating the consensual removal of
Tarion's claims. It is estimated that upon the refund of deposits to home
purchasers, which form part of the claim amounts recognized as detailed
in section 11 above (expected during the coming weeks), the Tarion claim

will be resolved.

According to that mentioned above, the Monitor proposes to perform at
this stage (and subject to said agreement with Tarion) an interim
distribution of Assets' Realization Proceeds, so that the amount to be
distributed to the Company will be approximately 20 million Canadian
Dollars (hereinafter: the "Interim Distribution"), simultaneously with the
refund of home purchasers' deposits as mentioned above. A motion for
the approval of such an initial distribution is expected to be filed with the
Canadian Court during April, in order for it to be approved and for the
actual distribution to take place during May 2017, prior to the completion
of all debt claim procedures and assets' realization under the General

Insolvency Proceedings.

A hearing in the Home Purchasers' Claims was set for April 13" 2017 in
the Canadian Court. In a nutshell, the home purchasers' argument relates
to their damages sustained due to failure to complete their purchased
homes, which is not cured by the refund of their deposits, particularly

considering the price increases of residential units in Toronto. Following



16.

17.

18.

said hearing, the scope of the Home Purchaser's Claims should become
clear. According to information provided to the Functionary, it is
reasonably estimated that a decision in the matter will be given by late
April, and will be subject to an appeal within 21 days. Following and
according to the completion of the Home Purchasers' Claims (including
any appeal), which could reasonably be expected to end in late June, it
will become clear if additional potential distribution amounts are
available, as detailed in section 12 herein.

The estimate is that the remaining Disputed Claims (as defined above) will
be heard in late May; however a hearing date in those matters has yet to
be set. According to the decision regarding the remaining Disputed
Claims, it will become clear if the Monitor can distribute additional
amounts out of the amounts reserved for the Disputed Claims'

proceedings as detailed in section 12 above.

The additional amounts that are reserved at this stage were meant to
ensure funding sources for the General Insolvency Proceedings in the
future, and, inter alia, enable the handling and realization of additional
Group assets, and first and foremost, the Downsview project and

geothermal assets, as expansively detailed herein.

Regarding the Kingsclub project, as detailed in Motion 29, this project
includes 3 residential and commercial buildings, held in partnership in
equal shares with First Capital Realty Co. Project completion is expected
to end during 2018, yet as at this report the values expected for the
Company from the realization of its share of the project (if any) are
unclear. As detailed in Motion 29, apparently the value of the Company's
holdings in the project is significantly lower than its reference in
Company prospectus dated December 2015. The Functionary is
investigating and examining the circumstances around the value

decrease.



"2" A copy of the Monitor's forecast regarding the proceeds and distribution

expected for the Company out of the Back-up Assets and St. Clair's sale

considerations is attached hereto as Appendix 1.

Expected Proceeds from the Edge Group

C.1. General

19.

20.

21.

22.

23.

As detailed in Motion 29, the Edge companies' group, which mainly
includes the subsidiaries' holdings of the Edge project (hereinafter: the
"Edge Group") is managed separately by another Canadian Functionary,
The Fuller Landau Group Inc. (hereinafter: "Edge Monitor") under CCAA

proceedings regarding companies included in the Edge Group.

On January 25" 2017, the Functionary served the Edge Monitor with a
debt claim totaling approximately 17 million Canadian Dollars, due to
inter-company loans. This debt claim includes a sum of approximately 12
million Canadian Dollars transferred for HST payments regarding Edge

Group assets.

According to the Functionary's investigations and examinations, those are
the same 12 million Dollars which the controlling shareholder undertook
to provide the Company as an owners' contribution. An immediate report
published by the Company on March 10" 2016, signed by Mr. Saskin
stated: "a sum of 12 million Canadian Dollars was deposited in Company

account on March 10" 2016".

In fact, according to the Functionary's investigations, said amount
(hereinafter: "Owners' Contribution Funds") was not deposited in the
Company's account, but rather was improperly transferred, directly by
the controlling shareholder to the Canadian tax authorities, for HST
payments of the Edge project, for which Mr. Saskin apparently was

personally liable.

On March 3™ 2017, the Edge Monitor approved a sum of approximately

16.5 million Canadian Dollars out of the debt claim filed by the

8



Functionary. The remainder of the debt claim, in the sum of
approximately 0.5 that was not allowed by the Edge Monitor results from
the attribution of the relative share of the Edge Group subsidiaries in the
costs of fundraising transferred to the subsidiaries, including the Bonds
issuance costs. The Functionary reserved all of his arguments in that

regard.

"3" A copy of the debt claims filed by the Functionary, the Edge Monitor's

notice of their (nearly complete) acceptance, is attached as Appendix 3.

C.2. Residential Units Realization

24,

25.

26.

27.

As detailed in previous update reports, on December 16™ 2016, the
Canadian Court approved a transaction for the realization of 21
residential units (out of 37 units owned by the Edge Project). The gradual
realization of the rest of the residential units in order to maximize their

price was also approved.

The Edge Monitor estimates that the consideration due to the sale of all
residential units owned by Edge Group subsidiaries should be

approximately 12.6-13.4 million Canadian Dollars.

The Edge Group has no additional significant assets to realize, except a
potential right in public areas in the Edge project, regarding which
negotiations are ongoing with the Toronto Municipality, the details of
which are currently privileged, and except claim rights as detailed in

chapter C.3 below.

According to information provided to the Functionary, no distribution of
proceeds from the sale of residential units by the Edge Monitor is
expected prior to the completion of the proceedings for the sale of all
units and the proceedings of the Edge Group debt claims, the forecast for

the completion of which is yet to be provided to the Functionary.



"4" A detailing of the proceeds expected from the Edge assets compared with

the crediting amounts filed and\or recognized is attached herewith as

Appendix 4.

C.4. Legal Procedures Against Third Parties

28. Following demands by the Functionary and the approval of the creditors
committee formed in the Edge Group4, the Edge Monitor agreed to act
vis-a-vis the Canadian HST authorities to demand the refund of the
Owners' Contribution Funds transferred for HST payments (see section 21
above), allegedly as an unfair preference. According to information
provided to the Functionary, a motion regarding said refund should be
filed during the coming weeks.

29. Following investigations and examinations by the Functionary in
coordination with the Edge Monitor, the creditors' committee approved
that the Edge Monitor also take legal procedures against an unlawful
transfer of residential units in the Edge project to private creditors of the
controlling shareholder, in the months prior to the companies' collapse. A
motion in this matter is expected to be filed shortly. According to
information provided to the Functionary, a decision is expected within 6-9

months of filing date.

D. Other Assets' Realization

30. Simultaneously with the realization of the Back-up Assets, residential
units and St. Clair, and in order to yield additional amounts for the
Company, the Functionary acts, in coordination with the Canadian
officers, to examine possibilities for the realization of the Group's other

assets.

D.1. The Geothermal Assets

* In which the Functionary's Canadian representative is a member.

10



31.

32.

33.

As detailed in Motion 29, the geothermal assets owned by the Group are
actually rights to enjoy use fees of heating and cooling systems installed
in residential buildings. Use fees are paid by the condominium
corporations in which the systems are installed. Said geothermal assets
are held by several Group subsidiaries. The agreements with the
condominium corporations are for a 20 year term with two extension
options for an identical term. The value appraisals given to the
geothermal assets and included in the prospectus were based on the
capitalization of the cash flows from those assets for a 60 year term, and
stated a total value of approximately 44 million Canadian Dollars, as at
June 30" 2015, attributed to the four geothermal assets owned by Group
companies.

However, examinations by the Canadian officers regarding these assets'
realization options show that the value determined for the geothermal
assets in the prospectus, does not live up to reality, and that transactions
(let alone potential transactions) in such assets do not support those
estimates. It was also found that the transfer of rights in the geothermal
assets to Company’s subsidiaries was not completed, and that their
ownership and rights structure requires a complex legal and accounting
review yet to be completed. Furthermore, regarding most geothermal
assets, legal procedures are pending with condominium corporations
arguments of being overcharged for the use of those systems'. In some
cases, the corporations ceased paying or demanded to deposit the funds
with a trustee, and collection procedures were taken against them.
Currently, the Canadian officer is undertaking a preliminary discussion
with interested parties, to appraise the option of selling the Group’s
holdings in all geothermal assets. Conclusions of said discussions are
expected in late April, and in any case any such realization transaction will
be subject to the approval by the Canadian Court. The Functionary
estimates that fundamental progress in the assets' realization will entail
the completion of collection and claims procedures vs. condominium

corporations as detailed above.

11



34.

In light of that mentioned, the Functionary cannot estimate at this stage
the expected date for geothermal assets' realization and\or their

realization values.

D.2. The Downsview Project

35.

36.

37.

38.

As mentioned in Motion 29, the Downsview project is an entrepreneurial
construction project held by a Company subsidiary — Urbancorp
Downsview Park Development Inc. (hereinafter: "UC Downsview") - in
the rate of 51%, in conjunction with the Mattamy Company (49%).
Mattamy is also the project's development and construction manager.
There is an agreement with BCIMC Construction Fund Corporation for a
construction funding regarding the project totaling approximately 225
million Canadian Dollars (hereinafter: the "Funding Agreement"), as well
as an agreement with the partner, Mattamy, according to which Mattamy
provides funding for UC Downsview's share in the equity capital required
under the Funding Agreement. For providing UC Downsview's share in the
equity required under the Funding Agreement, the latter is charged an
annual interest of 15%, as approved by the Canadian Court.

According to information provided to the Functionary, it could be
estimated that UC Downsview's holdings in the project would be of a
substantial value, upon the completion of project development and
construction.

However, in light of the desire to complete the repayment of Group
subsidiaries' debts in the foreseeable future, and in light of the high
funding costs to which UC Downsview is obligated due to the provision of
the equity required of it by Mattamy, the Functionary is examining
various options for the realization of UC Downsview's holdings in the
project, even before its development is completed. The Functionary
received a preliminary inquiry from a third party regarding such an
option.

Said realization is of course subject to the consents of third parties as

determined in the agreements signed by UC Downsview regarding the

12



39.

project, to an organized procedure and to the necessary Canadian Court
approvals.

In light of that mentioned, the Functionary cannot estimate at this stage
the expected date for the realization of Company holdings in UC

Downsview and\or the expected realization values.

Debt Claim and Legal Procedures Against the TCC BAY Company

40.

41.

42.

43,

As detailed in Motion 29, according to the Bonds' issuance prospectus
(hereinafter: the "Prospectus") the controlling shareholder and his family
members undertook to assign in favor of the Company their right to
receive loans from corporations held by them, in a total amount of 8
million Canadian Dollars (hereinafter: the "Rights' Assignment").

In reality, the Rights' Assignment was performed through an undertaking
by the TCC/Urbancorp (Bay) Limited Partnership (hereinafter: "TCC Bay"),
a corporation owned by the controlling shareholder and his wife, to pay
another company owned by the controlling shareholder (Urbancorp
Toronto Management Inc.) a sum of 8 million Canadian Dollars. That
undertaking, allegedly regulated under a promissory note was assigned to
the Company in December 2015, as part of the controlling shareholders'
undertakings regarding the Bonds' issuance.

TCC Bay, which is not part of the interests transferred to the Company’s
ownership, is also undergoing insolvency proceedings handled by KSV
Kofman Inc. as officer ("Monitor") (hereinafter: the "TCC Monitor"). The
TCC Monitor acted to realize TCC Bay's assets, and according to
information provided to the Functionary, agreements were entered for
the assets' sale for significant amounts. According to the information
currently held by the Functionary, these amounts should enable the
repayment of most of TCC Bay's debts, including those assigned in favor
of the Company by virtue of the Rights' Assignment.

The Functionary filed with the TCC Monitor a debt claim totaling
approximately 8 million Dollars by virtue of the Rights' Assignment. That
debt claim was fully disallowed by the TCC Monitor on December gt

2016. The result of said disallowance is an expected payment of millions

13



44,

of Dollars in favor of companies controlled by the controlling shareholder
and his family members, who hold the interests in TCC Bay.

Since the debt claim's disallowance and as at this report, the Functionary
negotiated this matter with both the TCC Monitor and the controlling
shareholder and his representatives.

According to the TCC Monitor, pursuant to information held by him there
were no monies owing to the Holder of the Promissory Note (a company
also owned by the controlling shareholder), who assigned it to the
Company and accordingly no force to TCC Bay's liability towards the

Company.

"5" A copy of the TCC Monitor's disallowance notice is attached herewith as

Appendix 5.

45,

46.

In his response to the disallowance, the Functionary indicated that (inter
alia) the Company is a "holder in due course"; that the Company provided
significant value against the Rights' Assignment under the IPO; that
according to information provided to him, a real undertaking was at the
base of the assigned undertakings; and that it would be unfair, immoral
and incorrect to allow the controlling shareholder and his family
members to receive proceeds from TCC Bay instead of their payment to
the Company, let alone that to the best of the Functionary's knowledge,
the controlling shareholders are not denying their undertaking and the
debt assignment which was a condition for the Company's Bonds
issuance.

The Functionary approached Mr. Saskin and his wife and clarified that the
TCC Monitor's position is explicitly contradictory to the representations
made under the Prospectus, as well as information provided to
Company's Board, the Israel Securities Authority and other entities. Thus,
the abovementioned were requested to urgently provide the TCC
Monitor with the information necessary to give complete force and effect
to the Rights' Assignment, and consent (should the debt claim be

disallowed) to the assignment to the Company of up to $8 million plus

14



47.

48.

49.

50.

interest, so that the Company and not the Saskin family will receive the
benefit of the sale of TCC Bay's assets (up to the rights assigned in
December 2015, by virtue of the Rights' Assignment).

As at this report, the controlling shareholder and his family members'
have not consented to the Functionary's demand.

Accordingly, the Functionary filed on February 24" 2017, a motion with
the Canadian Court, according to which the court is requested to approve
the Rights' Assignment's validity, or alternatively order that first proceeds
from the consideration of the sale of TCC Bay's assets payable to its
shareholder, held by Mr. Saskin's wife, will be held in trust in favor of the
Company and paid to the Functionary for the Company.

The hearing in the Functionary's motion in the Canadian Court was set for
May 2" 2017.

The Functionary is simultaneously reviewing additional legal actions to
protect the Company and its creditors' right, including regarding that

matter.

"6" A copy of the Functionary's response to the Monitor's disallowance notice

and the motion filed with the Canadian court dated February 24" 2017, is

attached herewith as Appendix 6.

Investigations and the Possibility of Initiating Procedures and Claims

Against Third Parties

51.

52.

The Functionary continues investigating and formulizing conclusions
regarding other entities' involvement and responsibility in Company
management prior to, during and following its raising of the Bonds' funds.
As part of those investigations, beyond the examination of the
responsibility and actions of the controlling shareholders (for example —
see chapter C above) and those acting on their behalf, are examined, inter
alia, the involvement and responsibility of various creditors of the
controlling shareholder and companies under his control, which as result
of the Bonds' raising managed to retrieve millions of Dollars at the

expense of debts, the collection chances of which from the controlling

15



shareholder and the companies under his control were most
problematic.’

53. The responsibility of professional consultants and various service
providers, economic, legal and accounting, in Canada and Israel prior to,
during and following the Bonds' issuance is also being examined.
Investigation reports and motions for the approval of legal actions will be
filed separately.

G. Progress of the Approval of a Company's Creditors Arrangement and

Miscellaneous

G.1. Creditors Arrangement

54. Following the Court's approval dated January 29" 2017 in Motion 29, the
Functionary intends to convene creditors' meetings for the approval of a
creditors' arrangement proposal plan, which will mainly include the
distribution of Assets' Realization Proceeds upon their receipt.

55. The arrangement proposal is expected to be published during the coming
weeks in Hebrew and English and will be brought for the approval of the
Company's creditors' meeting to be simultaneously held in Israel and
Canada, as detailed in the Functionary's report number 7 dated February

8™ 2017, likely during May 2017.
G.2. Tax Returns

56. During March 2017, the Functionary filed in Canada an application for tax
refunds on behalf of the Company for the period of June 19" 2015 until
December 31* 2015.

57. On January 13" 2017, the Functionary filed an application for HST refund
in the sum of approximately 228 thousand Canadian Dollars. The
Functionary's Canadian consultants estimate that the HST authorities’

decision is expected within 3 months of its filing.

> And first and foremost by an entity called Terra Firma Capital Corporation and its related entities,
which according to the information received by the Functionary were the main beneficiaries of the
repayment of Company and subsidiary debts by bonds issuance proceeds, in an aggregate amount of
approximately 41 million Canadian Dollars.

16



G.3. Canadian Procedures' Funding

58.

59.

On March 14" 2017, the Canadian Court's approval was received for the
continued funding of Canadian legal procedures out of subsidiary funds
under the General Insolvency Proceedings, according to the funding
agreement signed in that matter with the Monitor. As instructed by the
funding agreement, the Functionary required the Canadian Court's
approval once proceedings' expenses (including legal consultants,
financial consultant and current expenses reimbursement) exceeded 1
million Canadian Dollars.

In light of said Canadian Court's approval, the Functionary could continue
funding the Canadian procedures' costs (according to engagement
agreements approved in this case) using the funds received from the
realization of the Canadian subsidiaries' assets, in accordance with the
terms of the funding agreement, and up to a total of 1.9 million Canadian

Dollars.

"7" A copy of the Canadian Court's order dated March 14™ 2017, is attached

herewith as Appendix 7.

. Functionary's Appointment Extension

60.

61.

In order to enable the Functionary to seek the approval of the creditors
arrangement proposal as detailed above and perform it, the Functionary
hereby files in advance a motion for the extension of his appointment
according to the appointment order granted on April 25" 2016
(hereinafter: the "Appointment Order"). The extension is requested for a
term of 90 days, as of the end of current appointment extension term,
April 21* 2017 (according to the honorable court's decision in Motion 29
dated January 9" 2017), until July 21 2017.

The special grounds at the base of the Functionary's motion for
appointment extension beyond nine months as instructed by section

350B of the Companies Law of 1999, are as follows:

17



(A) This is a company incorporated and registered according to Canadian
law, which issued securities in Israel, and which according to its
Prospectus is subject to two legal systems (Canadian and Israeli).
Furthermore, the location of Company assets in Canada lays
additional constraints by virtue of Canadian law, as detailed above.
The need for current conduct and approval under two judicial and\or
legal systems results in significant complexity.

(B) The Canadian Court recognized the Functionary's authorities
according to the Appointment Order, and that is also the base
according to which the co-operation protocols with the Canadian
monitors were approved; it may be that failure to extend the
appointment and\or the holding of liquidation procedures in this
procedure will expire and\or at least require mandate renewed
approval and recognition of the Functionary's authorities.
Furthermore, the Functionary was informed by his Canadian
representatives that a Canadian company's liquidation procedure
could only be performed by an appropriately licensed Canadian
officer.

(C) As at this motion, the entire Assets' Realization Proceeds could not
yet be distributed, as detailed above, due to disputed debt claims
under the General Insolvency Proceedings. Those distributions are
expected to be performed gradually according to the manner and
schedules of the Disputed Claims' proceedings under the insolvency
procedures of Group subsidiaries, as detailed above.

(D) As at this motion, proceedings are held and\or reviewed for the
realization of additional Company assets and rights both under the
General Insolvency Proceedings and under the Edge Group
proceedings, which together could lead to a significant contribution to

the Company.
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Yael Hershkovitz, adv. Gilad Bergstein, adv.
Representing the Urbancorp Inc. Functionary

Today, March 30" 2017, Tel Aviv
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Urbancorp Inc.

Balance Sheet
As at December 31, 2015
(Unaudited - see Notice to Reader)

2015
Assets
Loans receivable 60,081,605
Investment in Cumberland 2 LP 20,404,403
Investment in Cumberland 1 LP 18,638,140
Prepaid financing fee 5,395,028
Cash and cash equivalents 4,855,821
Restricted and earmarked deposits 3,014,456
Investment in Urbancorp Realtyco Inc. 1,734,482
Harmonized sales tax receivable 135,537
Investment in Urbancorp Power Holdings Inc 10
114,259,482
Liabilities
Bond payable 64,170,783
Accounts payable and accrued liabilities 853,691
Advances from related parties 603,927
Interest payable 257,657
65,886,058
Shareholders' equity
Share capital 48,520,377
Deficit (146,953)
48,373,424
114,259,482

Approved on behalf of the Board

[signed]
Director

[signed]

Director

i
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Urbancorp Inc.

Statement of Loss and Deficit
For the period ended December 31, 2015
(Unaudited - see Notice to Reader)

2015
(6 months)
Expenses
General and administrative expenses 220,090
Selling and marketing expenses 5,123
Interest and bank charges 191
225,404
Loss from operations (225,404)
Foreign exchange gain(loss) 78,451
Loss before income taxes (146,953)
Net loss (146,953)
Retained earnings (deficit), beginning of year -
Deficit, end of year (146,953)

—
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Urbancorp Inc.

Year End: December 31, 2015
Adjusting Journal Entries

Date: 01/01/2015 To 31/12/2015

Number Date Name Account No Reference Annotation Debit Credit Recurrence Misstatement
1 31/12/2015 Accounts Payable 2100 A2 8,741.64
1 31/12/2015 Bank Account - TD Canada Trust 1055.06 A2 8,741.64

To reverse O/S cheques lo agrees
to bank statement balance per Deloitle Israel

2 31/12/2015 Work in Progress - Financing Costs 1521 40 138,911.48 .
2 31/12/2015 Travel Expense 5711 40 133,788.61 :
2 31/12/2015 Meals and Entertainment MNP1 40 5,122.88
To reclass travel, meal and
lodging expenses from inventory fo expense
3 31/12/2015 Accounts Payable 2100 NN. 2 596,311.72
3 31/12/2015 Accounting/Audit Fee 5605 NN. 2 482,250.00
3 31/12/2015 Legal Fee 5645 NN. 2 474,549.23
3 31/12/2015 Financing fee MNP7 NN. 2 956,799.23
3 31/12/2015 Financing fee MNP7 NN. 2 602,926.75
3 31/12/2015 Financing fee MNP7 NN. 2 596,311.72
3 31/12/2015 ¥C - Urbancorp Toronto Mgt 2 2500.40 NN. 2 602,926.75
To record financing fee
4 31/12/2015 Interest payable - NIS MNP 17 BB 725,795.24
4 31/12/2015 Interest payable - FX MNP18 BB 468,137.92
4 31/12/2015 Capitalized Interest MNP 18 BB 257,657.32
To record interest and amortize
financing charges
7 31/12/2015 Israel Bond - FX MNP8 95,917.15
7 31/12/2015 Foreign exchange gain/loss MNP11 95,917.15
To transiate loan 1o YE rate
8 31/12/2015 Invesimentin Urbancorp Cumberiand 1 LP MNP4 18,380,482.73
8 31/12/2015 Investmentin Urbancorp Cumberiand 2 LP MNP21 20,404,402.78 .
8 31/12/2015 Capital a/c-Urbancorp 3701.02 38,784,885.51
To record investment in Cumberiand
LPs
9 31/12/2015 Investment in Urbancorp Power Holdings MNP22 10.00
9 31/12/2015 Capital a/c-Urbancorp 3701.02 10.00
To record investment in Urbancorp
Power Holdings
10 39/12/2015 Investment in Urbancorp Realtyco Inc. MNP23 1,734,481.60
10 31/12/2015 Capital a/c-Urbancorp 3701.02 1,734,481.60
To record investment in Urbancorp
Residential
11 31/12/2015 Intercompany loan MNP25 8,000,000.00
11 31/12/2015 Capital a/c-Urbancorp 3701.02 8,000,000.00
To record intercompany loan
transfered by UTM
B1 34/12/2015 Trust Account - NIS MNP2 NN. 1 180,583,000.00
B1 31/12/2015 Trust Account - FX MNP3 NN. 1 116,316,300.12
B1 31/12/2015 Israel Bond - NIS MNP5 NN. 1 180,583,000.00
B1 31/12/2015 Israel Bond - FX MNP6 NN. 1 118,316,300.12
To record bond transactions
Prepared by |Detail review | Supervisory | Peer review
1110112017 MC
9:24 AM 211122016 7.1




Urbancorp Inc.

Year End: December 33, 2015
Adjusting Journal Entries

Date; D1/01/2015 To 3911212015

Number  Date Name Account No Reference: Annotation Debit Credit  Recutrence  Miss(alement

B2 31!_12/3015 Trust Account - 115 MNP2 NN % 6‘326,7‘.07,»’40

Bz 3144272075 Trus Account - FX WP - NN 4,074,607 52

82 3117272015 Financiog iee NPT §N 2,261300.48
To ricord Inencing ige paid lo H
Apex :

B3 31112/2G15 Trust Account> WIS MNP2 WHC A 2,774,822.88

B3 §1/7202015 Trust Account - FX o unP3 i 4

83 31/1212615 Finanging fee MHP? NN

B3 2474272015 Firs cing e NPT NN

B3 3111212015 Firancing fee MIPT N

B3 3174212618 Financing fee WINPT NN A

B4 3171212015 fsrael Bond Payabié 2440 R 47,583 767.08

B4 3171212015 Trust Accouni - NS P2 NN 171,483 850.52
84 3141202015 Trust Account - FX NP3 NN 1 110,45¢,150.14

84 31)12/2015 Réznik Trust A MHP8 NN, 1 B.47C.357.00

84 3111272015 Reznik Trust Accaunt + FX 1ANPE RN, 3 5.456,900 71
B4 3111242015 Decicaled Account WMNP15 Nid 1 :

B4 4171202045 Foreion exchange gatnoss MANP1T WY

BS 3111212015 Dedicalad Ascourt NNFIO 48,080.002.00
g5 31212015 Ganer's jodn - Caiedoniz MNP2 i

85 HNEI3 2,577.353.00

BS 3301212075 Owened's loan WMNF14 9 .753,287.03

BS 3911202015 Owhet's loan - Deweses WNP15 18,094,552 02

B5 11212915 Oweier's loan - P2incia MRPIB €.851.072.0

To record repaymant of loans

580,562,981.96  580,582,881.16

Net Income {Loss) .446,953.04

o
I

Topanvya PO N 1
Urbancorp Inc. mans

/

On 2.2.2017, The Tel Aviv District Court has issued an order permitting the Functionary to sign the company's
financial statements and tax return application for 2015, while-exempting the Functionary and enforcing
reservation, as customary in insolvency proceedings, whereby said signature will not impose on him personal
liability in any way, shape, or form, unless it is proven to the Court of Insolvency (which shall have the exclusive
jurisdiction in said matter) that the Functionary acted carelessly and/or maliciously.
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Urbancorp Inc.
Year End: December 31, 2015
Trial Balance

Account Prelim Adj's Reclass Rep Annotation Rep 12/14 %Chg
MNP8 Reznik Trust Account - NIS 0.00 8,470,357.00 0.00 8,470,357.00 0.00 0
MNPS Reznik Trust Account - FX 0.00 -5,455,900.71 0.00 -5,455,900.71 0.00 0
1100 Restricted and earmarked deposits 0.00 3,014,456.29 0.00 3,014,456.29 0.00 0
1055.06 Bank Account - TD Canada Trust 4,847,079.46 8,741.64 0.00 4,855,821.10 000 _ O
1101 Cash and cash equivalents 4,847,079.46 8,741.64 0.00 4,855,821.10 0.00 0
2330.01 HST - ITC 52,129.54 0.00 0.00 52,129.54 0.00 0
2330.02 OHST - ITC 83,407.27 0.00 0.00 83,407.27 0.00 0
1106 Harmonized sales tax receivable 135,536.81 0.00 0.00 135,536.81 0.00 0
1521 Work in Progress - Financing Costs 138,911.48 -138,911.49 0.00 0.00 0.00 0
1115 Inventories of buildings for sale 138,911.48 -138,911.49 0.00 0.00 0.00 [}
MNP7 Financing fee 0.00 5,395,028.10 0.00 5,395,028.10 0.00 0
1118 Customer deposits held in trust 0.00 5,395,028.10 0.00 5,395,028.10 0.00 0
MNP12 Owner's loan - Caledonia 0.00 7,688,690.00 0.00 7,688,690.00 0.00 0
MNP13 Owner's loan - Lawrence 0.00 8,577,389.00 0.00 8,577,389.00 0.00 0
MNP14 Owner's loan - Mallow 0.00 9,758,287.00 0.00 9,758,287.00 0.00 0
MNP15 Owner's loan - Downsview 0.00 10,094,562.00 0.00 10,094,562.00 0.00 ]
MNP16 Owner's loan - Patricia 0.00 9,881,072.00 0.00 9,881,072.00 0.00 0
MNP25 intercompany loan 0.00 8,000,000.00 0.00 8,000,000.00 0.00 0
2500.60 I/C - Urbancorp 60 St. Clair Ave. 821,126.35 0.00 0.00 821,126.35 0.00 [}
2500.67 I/C - Edge on Triangle Park Inc. 8,741.64 0.00 0.00 8,741.64 0.00 0
2500.77 I/C - Urbancorp Renewable Power Inc. 997.00 0.00 0.00 997.00 0.00 0
2500.78 I/C - Bosvest Inc. 3,109,724.00 0.00 0.00 3,109,724.00 0.00 0
2500.83 I/C - Urbancorp Partner (King South) Inc 1,336,509.65 0.00 0.00 1,336,509.65 0.00 0
2500.86 I/C - Urbancorp (952 Queen West) inc. 738,199.60 0.00 0.00 738,199.60 0.00 0
2500.100 I/C - Urbancorp (Patricia) Inc. 5,000.00 0.00 0.00 5,000.00 0.00 0
2500.108 /C Edge Residential Inc. 61,306.77 0.00 0.00 61,306.77 0.00 0
1169 Loans receivable 6,081,605.01 54,000,000.00 Q.OU 60,081,605.01 0.00 0
MNP4 Investment in Urbancorp Cumberland 1 LP 0.00 18,380,482.73 0.00 18,380,482.73 0.00 0
MNP19 Capitalized Interest 0.00 257,657.32 0.00 257,657.32 0.00 0
4236 Investment in partnerships 0.00 18,638,140.05 0.00 18,638,140.05 0.00 0
MNP21 Investment in Urbancorp Cumberiand 2 LP 0.00 20,404,402.78 0.00 20,404,402.78 0.00 0
1237 Investmentin significantly influenced entities 0.00 20,404,402.78 0.00 20,404,402.78 0.00 0
MNP22 Investment in Urbancorp Power Holdings 0.00 10.00 0.00 10.00 000 _ 0O
1238 Investment in subsidiary 0.00 10.00 0.00 10.00 0.00 0
MNP23 Investment in Urbancorp Realtyco Inc. 0.00 1,734,481.60 0.00 1,734,481.60 000 _ 0
4239 Trust assets 0.00 1,734,481.60 0.00 1,734,481.60 0.00 0
2100 Accounts Payable 0.00 -605,053.36 0.00 -605,053.36 0.00 0
2120 Account Payable - Control -248,637.41 0.00 0.00 -248,637.41 0.00 0
1302 Accounts payable and accrued liabilities -248,637.41 -605,053.36 0.00 -853,690.77 0.00 0
MNP17 Interest payable - NIS 0.00 -725,795.24 0.00 -725,795.24 0.00 1]
MNP18 Interest payable - FX 0.00 468,137.92 0.00 468,137.92 0.00 _0
1303 Interest payable 0.00 -257,657.32 0.00 -257,657.32 0.00 0
2500.40 I/C - Urbancorp Toronto Mgt 2 -1,000.00 -602,926.75 0.00 -603,926.75 000 _ 0O
1335 Advances from related parties -1,000.00 -602,926.75 0.00 -603,926.75 0.00 0
2440 Israel Bond Payable .11,095,787.18  11,995787.08 0.00 -0.10 0.00 0
MNP5 Israel Bond - NIS 0.00 -180,583,000.00 0.00 -180,583,000.00 0.00 0
MNPS Israel Bond - FX 0.00 116,412,217.27 0.00 116,412,217.27 0.00 0
1402 Bond payable -11,995,787.18  -52,1 74,995.65 0.00 -64,170,782.83 0.00 0
Prepared by |Detail review | Supervisory | Peer review
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Urbancorp inc.
Year End: December 31, 2015
Trial Balance

Account Prelim Adj's Reclass Rep Annolation Rep 12/14 %Chy
3701.02 Capital afc-Urbancorp -1,000.00  -45,512.377.11 0.00 -48,520,377.11 003 _o0
1601 Share capital 4,00000 -48,519,377.11 0.00 -48,520,377.11 0.00 G
MNP Meals and Entertainment 0.00 5.122.88 0.00 5,122.88 DO [
4001 Selling and riarketing-expenses 0.00 5,122.88 0.00 5,122.88 000 0
5615 Bank Charges 191.22 ©.00 0.00 18122 000 _ 0
4042 Interest and bank charges 181.22 0.00 0.00 181.22 0.00 0
5211 Comprebensive Services Fee Expense 86,301.37 0.00 0.00 85,301.37 0.00 0
5645 Leye! Fee 474,548.23 -474,549.23 0.00 0.00 0.00 o
§711 Travel Expense 0.00 123,788.61 0.00 133,788.61 000 O
4058 General and administralive expenses 560,850.60 -340,760.62 0.00 220,089.98 0.00 s}
5505 Accounlirip/Audit Fee 482.250.60 -482.256.00 0.00 . 0.00 202 _ 0
4063 Professional jees 482,250.00 -482,250.00 0.00 0.00 0.00 0
MNP11 Foreign exchange gainfloss 0.00 -78,451.04 0.00 -78,451.04 _ 000. _ 0
5218 Foreign exchange gain {loss) 0.00 -78,451.04 0.00 -78,451.04 0.00 0
0.00 0.00 6.00 0,00
- Heilncome {Lo5s) -1,043,291.82 -146,953.04 0,00

18T bya POTTON wkw/
Urbancorp Inc. 59302
44348~04-16 P19

Approved by hm=X=T =z=kin
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On 2.2.2017, The Tel Aviv District Court has issued an order permitting the Functionary to sign the company's
financial staternents and tax return application for 2015, while exempting the Functionary and enforcing
resarvation, as customary in insolvency proceedings, whereby said signature will not impose on him personal
liability in any way, shape, or form, unless it is proven to the Court of Insolvency (which shall have the exclusive
jurisdiction in said matter) that the Functionary acted carelessly and/or maliciously.
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Urbancorp Inc.

Year End: December-31, 2015
Adjusting Journal Entries

Date: D1/01/2015 To 31/12/2015

Number Dale Name Account No Reference Annplation Debit Credit Recurrence Misslaleroent
B2 31112/2015 Trust Account - KIS 1ANP2 NN. 1 6,228.207.40°

B2 3111272015 Trust Account - FX WIHP3 MM 4,074,007 52

B2 3173272015 Finsncngles MNPT NN 1 2.261399.48

83 311272615 Trust Acconnt~ RIS MNP2 [T 2,774,922.58
B3 3111312015 Trust Accourt <FX NP3 N 1,747.342.06

B3 31/12i2015 Finanting fe2 NPT [N 598,807 €0

23 2144272015 Financing fee MWPT NN 4 265249.55

B3 311122015 Firancing fee MHPT NN 16.075.

e3 31422015 Financing fee MHPT NH. 1 7.519.40

i o
sige and TRSE

To recor finaneing
Enuibright, Shimos

84 3111272015 1srae) Bond Payabis 2440 NN.1 11,685.767.08
84 3171212015 Trst Accouni - NI P2 NN 171,481 859.62
84 31122018 Y3t Account - FX MRP3 RN.1 110,454,150.14
84 3171202015 Reznik Trus hceount s NIS MKPE N4 B,47C3257.00
B4 31/12/2015 Reznik Trusl Accoimi~ FX ANPS WN. 4 5.455,920.71
B4 31/12/2015 Dodicated Account MNP0 HR 213,000,620.00
B4 4474212015 Foiclgn axchangie gainfloss KWRP11 NN 17,486,171
To retord Iransizr.ol fungs to
Re:zeiK &nd Canat:an Accounts
85 3111272015 Dedicaled Accourd MNP0 48,030,003 00
85 317122015 Gwner s toan - Catodoniz NP2 7.688,630.20
o5 31422018 Ouner's foan - Lawiente [P K %577,385.00
BY 3711202015 Owner's loan - Mallaw KMNP14 9.753,287.05
Bs 3114262015 Owier's foan - Dewnsiew WNP15 40.094,562 0D
BS 311212015 Owner's toan - P MRP18 2.531.672.00

To FOEHT TephyInit of (Déns

580,582,981.46  580,562,861.16

* e Income (Loss) 1146,553.04
/7 N (_// 1\,—//\,/
THE5Y Dya PO 1Y
Urbancorp Inc. $193ny
44348-04~16 p/'ma

Approved by SICRIIZIRCIn

On 2.2.2017, The Tel Aviv District Court has issued an order permitting the Functionary to sign the company's
financial statements and tax return application for 2015, while exempting the Functionary and enforcing
reservation, as customary in insolvency proceedings, whereby said signature will not impese on him personal
liability in any way, shape, or form, uniess it is proven to the Court of Insolvency (which shall have the exclusive
jurisdiction in said matter) that the Functionary acted carelessly and/or maliciously.
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Urbancorp Inc.
Year End: December 31, 2015
Trial Balance

Account. Prelim Adj's Reclass Rep Annotation Rep 12114 %Chy
3701.02 Capital alc-Urbancorp -1,000.00 -48,519.377.11 0.00 -48,520,377.11 0.00 0
1601 Share capital -1,000,00  -48,519,377.11 0.00 -48,520,377.1% 0.00 o
NP1 Ieals and Enlertainment 0.00 5.122.88 0.00 5,122.88 opd _ o
4001 Sefling and rnarketing-expenses 0.00 5,122.80 0.00 5,122.88 0.00 Q
‘5615 Bank Charges 191.22 0.00 0.00 194.22 . 000 _ O
4042 interest and bank charges 191.22 0.00 0.00 181.22 0.00 0
5211 Comprehensive Services Fee Evpense 86,301.37 C.00 0.00 88,301.37 0.00 0
5645 Legal Fee 474 54923 -474,549.23 0.00 0.00 0.09 o
5711 Travel Expense 0.00 123,788.61 0,00 133,788.61 000 0
4058 General and adminisiralive expenses 560,850.60 -340,760.62 0.00 220,089.80 0.00 0
5605 Accounting/Audit Fee 482:250.00 -482,250.00, 0.00 0.00 000 _©
4063 Professlonal fees 482,250.00 -482,250.00 0.00 0.00 0.00
MNP11 Forelgn-exchange gan/loss 0.00 -78,451.04 0.00 -78,451.04 000 0
5218 Foreign exchange gain'(loss) 0.00 -78,451.04 0.00 -78,451.03 0.00 0
0.00 0.00 06.00 D.00
¢ NelIncome (Loss)  -1,043.291.82 -146,953.04 0.00

oS oy POIT I *rlw/'
Urbancorp Inc. n9an?
44348~04-16 P10

Approvad by moriarmaerin
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On 2.2.2017, The Tel Aviv District Court has issued an order permitting the Functionary to sign the company's
financial statements and tax return application for 2015, while exempting the Functionary and enforcing
reservation, as customary in insolency proceedings, whereby said signature will not impose on him personal
fiability in any way, shape, or form, unless it is proven to the Court.of Insolvency (which shall have the exclusive
jurisdiction in said matter) that the Functionary acted carelessly and/or maliciously.

Prepared by |Detail review | Supervisory | Peer review
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Appendix 3

a list of the Substantive
|_egal Proceedings to
which the Company is a
party edited in accordance
with Form 6 of the
Addendum to the
Arrangement Regulations

22 Page



Companies Regulations (Application for a Compromise or Arrangement) 5762 — 2002

Form

6

(Regulation 7 (b) (3))

In the District Court in Tel Aviv

In the

matter of:

Urbancorp Inc. Canadian company no. 2471774 Inc.

By the attorney Adv. Guy Gissin —the Company's Functionary
Of 38B Ha’barzel St, Tel Aviv 69710
Tel: 03-7467777, Fax: 03-7467700

SUBSTANTIVE LEGAL PROCEEDINGS TO WHICH THE COMPANY IS A PARTY !

Part One — Actions against the Company

Attach copies of the writ of claim and the writ of defense and of every judgment or other

decision handed down.

No. | Court | File number Creditor/plaintiff | Nature of | Stage of the | Amount | Collateral
and his proceeding | proceeding | of the given to
representative reached debtin | secure

NIS the debt

1. District | Class Action Tuvia Fachold by | Request Preliminary | 42

Tel no. 1746- the lawyers, for proceedings | million
Aviv 04-16 Weksler approval in the
Bregman & Co., | offiling a request for
Law Office class approval
action

Part Two — Execution Proceedings against the Company

Attach copies of the form that opened the proceeding and of all substantive decisions made
by the Head of the Execution Office

! Published Statutes 5762 No, 6178 dated 27.6.2002 page 868.




No. | Execution | File number Creditor/successful | Judgment, Amount of Collateral
Office plaintiff and his promissory | the debtin given to
representative notes or NIS secure
other the debt

1.

2.

3.

4,

Part Three — Actions brought by the Company

Attach copies of the writ of claim and the writ of defense and of every judgment or other

substantive decision handed down.

No. | Court File number Defendant Nature of Stage the Amount of | Collateral
and his the proceeding the debtin | given to
representativ proceeding | has reached | NIS secure
e the debt

1. Ontario | CV-16-11549- | KSV Kofman Application A hearing is NIS 21.5

Superior | 00CL Inc. in his foran order | setfor the million
Court of position as to receive 2.5.2017 (according
Justice Monitor of the to the rate
TCC/ Functionary's of the
Urbancorp debt claim in Canadian
(Bay) Limited | the amount dollar
Partnership of 6 million exchange
Canadian 2.6681 to
dollars (and the New
the Israeli
subsidiary Shekel).
debt claim in
the amount
of 2 million
Canadian
dollars)
against TCC
Bay.




Part Four — Execution proceedings brought by the Company

Attach copies of the form that opened the proceeding and of all substantive decisions made

by the Head of the Execution Office

No. | Execution | File number Debtor and his Judgment Amount of Collateral
Office representative or the debt in given to

promissory | NIS secure
notes the debt

1.

2.

3.

4,

Affidavit

I, who submits this report and the undersigned Guy Gissin by virtue of my position as

Functionary in the file that is in the headlines, ID No. , hereby declare

that to the best of my knowledge the report | hereby submit to the Court, including all its

pages and attachments, is accurate, complete and up to date as of

Date:

(Name and signature of the declarant)
, hereby certify that on

I, the undersigned appeared

before me Mr. Guy Gissin, whom | identified according to ID card No. after |
cautioned him that he must say only the truth and the whole truth, and that if he does not
do so he will be liable to penalties prescribed by law, he affirmed that his aforesaid

declaration is true and he signed it in my presence.

Date:

(Name and signature of the receiver of the affidavit)
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The yule against double proof prevents the former bontholders from
claiming sgainst UCI on the basts of the bonds. Ender this rule, there ¢annot be
two proofs of claim accepted in fespect of the same debt obligation. If more than
one claim were allowed, (whether in contract or in tort), those creditors wounld
get a larger share of available assets than is properly atfributed to the debt,
diluting the recovery to creditors generally...

Allowing the former bondholders recovery under the bonds would requice
UCT to pay out an amount that is greater than he total value of debt obligation
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created by the bonds, Further, it wauld snreasonable to allow 2 caim by the
former bondholders where this claim would dilute fhie recovery of the secondary
market purchasers who are entifled fo recover ¢he full amount of their clafms, If
allowed, this would also create a situation whereby the former bondholders
would be in & better position than if they had retained the bonds and would
increase the linbility of the issuer through an artificial splitting of the claim.

LR

4 CONCLUSION

An anglysis of limited jurisprudence in Comada suggests that the Secondary
Afarket Purchasers will be eatifled to recover the full debt owing onder the
bonds, despite having purchased the honds at discount. Conversely, the rule
agninst double proof wonld prevent Former Bondholders from meintaining a
claim against UCE althiough they may have acclaim against thivd parties other
than the issuer. As to the application of Canadian insofvency laws, to the extent
that the Canadian procecdings are properly {nstituted, they would be given offect
ta notwithstanding the cholee of Isracll law provision in the indenture and the
Prospectus,

- B What s the likelihood that a Caoadian court will enforee a foreign
judgment that grants bondholders relief in excess of re relief available under
Canadian law?

A Canadian court is not likely to enforce a foreign judgment that violates

greater recovery than they would be entitled to in Canadian inselvency
proceedings...”

- the puile agsinst double. proof as. that would grape the Former Bondholders o o
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Court File No. CV-16-11549-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGE’MENTACT, R.S.C.
1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
URBANCORP (WOODBINE) INC. AND URBANCORP (BRIDLEPATH) INC., THE
TOWNHOUSES OF HOGG’S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT
KINGTOWNS INC. AND DEAJA PARTNER (BAY) INC. (COLLECTIVELY, THE

~ “APPLICANTS”)

AND IN THE MATTER OF TCC URBANCORP (BAY) LIMITED PARTNERSHIP
FACTUM OF THE FOREIGN REPRESENTATIVE

PART I - OVERVIEW

1. On December 7, 2015, Urbancorp Inc. (“UCI”), an entity within the Urbancorp Group of
Companies (the “Urbancorp Group”), successfully raised $64 million on the Tel Aviv Stock
Exchange through a public bond issuance (the “Bond Issuance”). The majority of the Bond
Issuance proceeds were loaned to subsidiaries of UCI to repay existing secured, higher interest

debt, with the balance being used to fund the Urbancorp Group’s continued operations.

2. As a condition of the Bond Issuance, the controlling shareholders of the Urbancorp
Group, Alan Saskin and his family, covenanted in the prospectus prepared in connection with the
Bond Issuance (the “Prospectus”) to assign to UCI, inter alia, $8 million of receivables, which
were evidenced by an $8 million promissory note dated December 15, 2014, issued by
TCC/Urbancorp (Bay) Limited Partnership (“TCC Bay”) in févour of Urbancorp Toronto
Management Inc. (“UTMI”) (the “2014 Promissory Note”).

3. On December 11, 2015, shortly after the Prospectus had been issued but before the Bond
Issuance had been completed, TCC Bay issued two promissory notes (collectively, the “2015

Promissory Notes”) in the amounts of $6 million and $2 million, which were subsequently

27099304_1|NATDOCS
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assigned to UCI and to Urbancorp Realty Co. (“Realtyco”), for the benefit of UCI, in order to
satisfy this obligation. The 2015 Promissory Notes replaced the 2014 Promissory Note.

4. In early 2016, the Urbancorp Group began experiencing financial difficulties and
numerous of its entities sought creditor protection under the Bankruptcy and Insolvency Act
(Canada) and the Companies’ Creditors Arrangement Act (Canada) (the “CCAA”). At around
the same‘time, the District Court in Tel Aviv-Jaffa, at the behest of the indenture trustee of the
" bonds, appointed Guy Gissin as the functionary of UCI pursuant to Israel’s insolvency regime.
These Israeli proceedings were subsequently reckognized as foreign main proceedings under the
CCAA by the Ontario Superior Court of Justice and Mr. Gissin was confirmed as the Foreign

Representative of UCI (the “Foreign Representative”).

5. On November 8, 2016, the Foreign Representative submitted a proof of claim to KSV
Kofman Inc., the monitor in the Applicants’ CCAA proceedings (the “Monitor”), in respect of
the $6 million, plus accrued interest, owing under the promissory note assigned to UCI (the “$6
Million Promissory Note”).! The Monitor disallowed this proof of claim on December 9, 2016,
on the basis that, inter alia, the 2015 Promissory Notes were not supported by consideration as,
due to various intercompany transactions, there was no debt owing by the issuer at the time it

issued the promissory notes.

6. The Foreign Representative has brought this motion to set aside the Monitor’s
disallowance and to ensure that the $8 million owing under the 2015 Promissory Notes is paid to

UCI for the benefit of the bondholders, as the Bond Issuance contemplated. -

7. There are sufficient funds in TCC Bay to pay all allowed claims. Should the Monitor’s
disallowance not be set aside, the perverse result that likely follows is that proceeds that UCI
would otherwise be entitled to under the 2015 Promissory Notes will instead flow to Alan
Saskin’s wife, Doreen Saskin, through Vestaco Investments Inc. (“Vestaco”), the limited partner
of TCC Bay as nominee for Doreen Saskin. Such a result would be grossly unjust and
inequitable given that the beneficiaries of these proceeds had agreed to assign the 2015

Promissory Notes to UCI and, at all times, have maintained their validity and enforceability.

! It being accepted that the same principles should apply to the $2 million promissory note (the “$2 Million Promissory Note™)
assigned to Realtyco for the ultimate benefit of UCIL.
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Alan Saskin and his family should not be allowed to benefit from false representations and

promises to the detriment of the bondholders who reasonably relied on them.

PART II - FACTS

8. The facts with respect to this Motion are more fully set out in the First and Third Report
of the Foreign Representative and the Sixth Report and Supplement of the Monitor. Capitalized
terms not defined herein shall have the meanings ascribed to them in the Foreign

Representative’s and the Monitor’s Reports.
The Issuance of the Promissory Notes

9, On June 10, 2013, UTMI, TCC Bay, and Urbancorp Downsview Park Development Inc.
(“Downsview”), all members of the Urbancorp Group, entered into a consulting agreement (the
“Original Fee Agreement”) wherein TCC Bay agreed to pay UTMI a management fee of $9.8
million in the event that Downsview’s 49% interest in certain properties was sold for more than
$18 million. The Original Fee Agreement was entered into to reduce the tax consequence of the

sale, at the advice of MNP, the accountants to the Urbancorp Group.?

10.  As the properties were sold for a price in excess of $18 million, TCC Bay became liable
to UTMI for the management fee of $9.8 million.” In December of 2013, TCC Bay paid $1.8
million, plus HST, to UTMI in partial satisfaction of this liability. TCC Bay’s 2013 financial
statements reflect this $1.8 million payment for management expenses in the Statement of
Earnings. The remaining $8 million was deferred and kept as a separate liability in order to avoid

triggering an immediate HST liability for the balance. *

11. On December 15, 2014, TCC Bay:issued an $8 million promissory note (the *“2014
Promissory Note”) to UTMI for the $8 million balance of the management fee.” TCC Bay's

2 Transcript of the Examination of Alan Saskin on April 6, 2017 [AS Transcripf], Q. 152.

3 AS Transcript, Q. 149-, 150 & 151.
* MNP Reponses to Questions submitted by the Foreign Representative, dated April 10, 2017 [MNP Response), Q. 8.
% Sixth Report of the Monitor dated March 21, 2017, at Section 6 [Monitor's Sixth Report].
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2014 financial statements reflect this $8 million management fee in the Statement of Earnings.

There is no reference in the 2014 Promissory Note to the terms of the Original Fee Agreement.”

12. By agreement dated June 1, 2015 (the “Amendment Agréement”), the Original Fee
Agreement was amended to reduce the management fee by $3 million to $6.8 million, plus
HST.® The Amendment Agreement expressly provides that the total fee payable by TCC Bay to
UTMI as of June 1, 2015, is $6.8 million, plus HST. No changes were made to the 2014

Promissory Note as a result of any amendments to the Original Fee Agreement.9

13.  Alan Saskin has confirmed that he believed that $8 million remained outstanding under
10

the 2014 Promissory Note as at the time of the Bond Issuance.

14.  On December 11, 2015, while the Bond Issuance in Israel was in the process of being
completed, the 2014 Promissory Note was replaced by the $6 Million Promissory Note and the
$2 Million Promissory Note, with the $6 Million Promissory Note assigned to UCI, and $2
Million Promissory Note assigned to Realtyco for the ultimate benefit of UCL'! The 2014
Promissory Note was replaced with two notes for tax purposes in order to avoid a capital gain on

the transfer of certain assets to subsidiaries of UCL!2

15.  The Monitor has challenged the validity and enforceability of the 2015 Promissory Notes.
In doing so, the Monitor incorrectly relies on the transactions recorded in the intercompany
account between UTMI and TCC Bay (the “Intercompany Account”) in 2015, as a result of
which the Intercompany Account reflects a balance of $527,655 owing by UTMI to TCC Bay at

the time that the 2015 Promissory Notes were issued.

16.  UTMI is the management company for the Urbancorp Group." It employs all of the

employees who are then contracted out to various entities in the Urbancorp Group to work on

© Appendix “L” to the Sixth Report of the Monitor.

7 Appendix “A” to the First Report of the Foreign Representative dated February 22, 2017 [First Report of the Foreign
Representative]

8 Appendix “N” to the Monitor’s Sixth Report.

% AS Transcript, Q. 232, 233, 234, 235 & 236.

10 AS Transcript, Q. 289.

' Appendix “A”, “B” & “C” to the First Report of the Foreign Representative.

12 MNP Response, Q. 14.

1> MNP Response, Q. 1; AS Transcript, 206.
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their respective projects.'* UTMI also holds the excess cash from the Urbancorp Group and
funds the cash needs of various Urbancorp Group entities in respect of their various projects.'”
Consequently, the Intercompany Account reflects various ordinary course transactions between

UTMI and TCC Bay.'®

17. MNP, the long-standing accountants for the Urbancorp Group, have confirmed that the
entries in the Intercompany Account in 2015 are not accurate as they have not been subject to

year-end adjustments.'’

18.  The transactions posted in the Intercompany Account were recorded incorrectly and
without regard to tax planning implications.’® As a result, MNP established a practice of
correcting such entries at year-end by posting adjusting entries."® No such corrections were made

to the Intercompany Account for 2015, due to the intervention of these insolvency proceedings.20

19. Alan Saskin has acknowledged that it was the intention of TCC Bay and UTMI for the
$8 million to remain outstanding.21 Accordingly, MNP would have adjusted the entries in the
Intercompany Account at the 2015 year-end to reflect the $8 million outstanding on the 2015
Promissory Notes.”> Given that no such adjustments were made, MNP has advised that the
Monitor should not have relied on the transactions recorded in the Intercompany Accounts to
disallow the Foreign Representative’s claim without the year-end adjusting journal entries first

having been completed.”

20.  All parties involved in the issuance and subsequent transfer of the 2015 Promissory

Notes, including Alan Saskin and MNP, believed at all material times, and continue to believe,

4 MNP Response, Q. 1; AS Transcript, 206, 207 & 208.
15 MNP Response, Q. 1; AS Transcript, 206 & 210.

16 AS Transcript, Q. 210, 211 & 212.

" MNP Response, Q. 10.

18 MNP Response, Q. 3.

19 MNP Response, Q. 4.

® AS Transcript, Q. 218, 219 & 220.

2 AS Transcript, Q. 289.

2 MNP Response, Q. 11,

2 MNP Response, Q. 9.
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that the 2014 Promissory Note and the 2015 Promissory Notes represent a valid debt owing by

TCC Bay which remains outstanding.**

The Terms of the Promissory Notes

21.  The 2014 Promissory Note and the 2015 Promissory Notes all expressly provide that the
notes were issued for valuable consideration, that they are payable on demand, and that they

expressly exclude set-off.”

22.  Each of the 2015 Promissory Notes further expressly provide that they are issued “in
substitution for a portion of the Promissory Note in the amount of $8 million between the
Borrower [TCC Bay] and the Holder [UTMI] dated the 1% day of December 2015.” Alan
Saskin has confirmed that, as a result of a typographical error, this date is erroneous and should

instead be the 11" day of December 2014, thereby referring to the 2014 Promissory Note.”®
Representations in the Prospectus and Financial Statements

23, UCI was created for the sole purpose of the Bond Issuance. It did not carry on any
operations, nor did it have any material assets at the time of incorporation. A condition of the
Bond Issuance was that Alan Saskin and his family would cause a transfer to UCI of, inter alia,

certain entities of the Urbancorp Group and the right to repayment of loans held by Urbancorp

Group entities.

24.  The Prospectus reflects this condition and expressly commits Alan Saskin and his family
(the “Rights Holders”) to assign to UCI the right to repayment of loans held by entities within

the Urbancorp Group in the amount of $8 million as part of the Bond Issuance:

“The Rights Holders (as defined above) have committed that, prior to the listing for trading [of the
bonds]...they would transfer to [UCI] their rights (including indirectly through corporations owned thereby)
in the transferred entities which indirectly hold rights to rental investment property....and would assign
[UCH] their right to the repayment of loans held be [sic] them, which amounts to CAD 8,000 thousand
(hereinafter together “the Transferred Rights”)...””

2 AS Transcript, Q.260 & 289; Exhibit “2” to the Examination of Alan Saskin on April 6, 2017.
 Exhibits “A” and “B” to the First Report of the Foreign Representative.

6 AS Transcript, Q. 368.

77 Appendix “D” to the First Report of the Foreign Representative (emphasis added).
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25.  Alan Saskin has confirmed that the references in the Prospectus to $8 million in loans
refer to the 2014 Promissory Note (and the 2015 Promissory Notes issued as a replacement of the

2014 Promissory Note).?®

26.  As part of the Bond Issuance, UCI underwent an audit conducted by Brightman Almagor
Zohar & Co. (“Deloitte Israel”). Deloitte Israel audited interim pro forma consolidated financial
statements as at June 30, 2015 (the “June 2015 Pro Forma Statements”) and as at September
30, 2015 (the “September 2015 Pro Forma Statements™), which were incorporated in the

Prospectus.29

27.  Each of the June 2015 Pro Forma Statements and the September 2015 Pro Forma
Statements show that UCI has a current asset of $8 million in respect of “related parties”. Alan
Saskin has confirmed that this $8 million asset is the 2014 Promissory Note.® He has also
confirmed the accuracy of the June 2015 Pro Forma Statements and the September 2015 Pro
Forma Statements and has advised that he would have notified Deloitte Israel of any inaccuracies

in these financial statements had he been aware of them.’!

28. Moreover, by letters to the underwriters of the Bond Issuance, dated November 29, 2015
and December 7, 2015 (the “Representation Letters”), Alan Saskin and Phillip Gales, as
President and Chairman of the Board and CFO of UCI, declared that, inter alia, the

representations in the Prospectus were truthful and accurate and that the Prospectus contained no

misleading details.*”

29.  Alan Saskin confirmed that he had discussed with Deloitte Israel the validity of the 2014
Promissory Note (and the 2015 Promissory Notes) and that he believed them to be valid.™ His
discussions with Deloitte Israel also focused on whether there were sufficient assets to generate

$8 million of value to repay the 2014 Promissory Note (and the 2015 Promissory Notes).** MNP

% AS Transcript, Q. 262.
2 AS Transcript, Q. 325.
% Appendix “A” and “B” to Third Report of the Foreign Representative dated March 24, 2017 [Third Report of the Foreign
Representative].
.3 AS Transcript, Q. 289 & 326.
32 Appendix “C” to the Third Report of the Foreign Representative.
3 AS Transcript, Q. 292 & 293.
3* AS Transcript, Q. 292, 293 & 294.
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has also confirmed that the 2014 Promissory Note was expected to be repaid from the proceeds

of the sale of the Bayview and Woodbine projects.™

30. On March 31, 2016, Deloitte Israel issued a draft auditor’s report to UCI, which was
accompanied by financial statements of UCI as at December 31, 2015 (the “December 2015
Financial Statements™).*® The December 2015 Financial Statements show the 2015 Promissory
Notes as being a non-current asset of $8 million in respect of “related parties” as well as an $8

million “balances with related parties” in Appendix A — non-cash transactions.

31.  Note 22 (a)(6) to the Audited Financial Statement references the $8 million asset in
respect of “related parties” and states:
Following on the assignment of the controlling shareholders’ rights to the Company of loans from
corporations held by them, which amount to approx. CAD $8,000 thousand, the Company reclassified
the above assignment of rights and instead of presenting it as “current assets” now presents them under
section Related parties, classified as “non-current assets”. In this matter it should be noted that the Company
estimates that the surplus asset value of the related corporations, beyond the obligations of the relevant

corporations (including the right of the new loan sccured as a senior loan over the assignment of rights) is
more than $8 million, This issue was tested by an independent outside assessment of value.”’

32.  On April 7, 2016, at the request of Deloitte,”® PricewaterhouseCoopers LLP (“PwC”)
was engaged to review the financial forecasts for certain real estate projects (Bayview,
Woodbine, Epic and Valermo) in order to assess the likelihood that the 2015 Promissory Notes
would be repaid. PwC issued a draft report dated April 15, 2016 (the “PwC Report”). The PwC
Report stated that UCI had pledged cash flows from certain projects toward extinguishment of an
~ $8 million obligation to bondholders and estimated this obligation to be approximately $8.2
million, inclusive of interest.” Due to the commencement of these proceedings the PwC Report

was never finalized.

33. The Prospectus, the June 2015 Pro Forma Statements, the September 2015 Pro Forma
Statements, the December 2015 Financial Statements, and the PwC Report all support that the

2014 Promissory Note and the 2015 Promissory Notes have consistently been recognized being

35 MNP Response, Q. 13.

3 Exhibit “R” to the Affidavit of Alan Saskin dated May 13, 2016.

37 Exhibit “R” to the Affidavit of Alan Saskin dated May 13, 2016, pg. 58 (emphasis added).
3 AS Transcript, Q. 393.

% Appendix “E” to the First Report of the Foreign Representative.
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as valid and enforceable and that, even in 2016, UCI's management believed that they were

outstanding.
At issuance and at assignment, there was no notice of any defect in the promissory note

34, MNP has advised that when the 2014 Promissory Note was issued, TCC Bay owed

UTMI $8 million in management fees.”’

35. MNP further advised that it is not aware of any payment having been made on account of

the 2014 Promissory Note or the 2015 Promissory Notes.*!

36.  UCI provided information to the Israeli Securities Authority as to the conditions and

value of the underlying obligations of 2015 Promissory Notes on or around April 11, 2016.%

37.  Since receiving notice of the Monitor's disallowance of the claim in relation to the $6
Million Promissory Note, both MNP and Alan Saskin have advised the Monitor that they believe
the 2014 Promissory Note was not repaid and have supplied further information to the Monitor

to support the 2015 Promissory Notes.*
Vestaco would receive $12 million after creditor claims are satisfied

38.  If for any reason the 2015 Promissory Notes are determined not to be valid, fully
outstanding and enforceable, then the representations in the Prospectus relating to the 2015
Promissory Notes would be untrue. The Foreign Representative has been advised by the Monitor
that after the claims of creditors of TCC Bay have been satisfied, the next $12 million would

otherwise be paid to Vestaco, the limited partner of TCC Bay, as nominee for Doreen Saskin.*

“ MNP Response, Q. 5 & 6.

41 MNP Response, Q. 16.

*2 First Report of the Foreign Representative, para, 21.

 Ibid.

“ First Report of the Foreign Representative, para, 22; Appendix “E” to the Sixth Report of the Monitor.
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PART III - THE ISSUES
39.  The issues before this Honourable Court are:
i.  whether the 2015 Promissory Notes are valid and enforceable against TCC Bay;

ii.  if the answer to (i) is yes, can TCC Bay assert any defences to reduce its liability

on 2015 Promissory Notes; and

iii.  and if the answer to (i) is no or if TCC Bay can assert valid defences to reduce its
liabilities on the 2015 Promissory Notes, would it be just and equitable to grant a
declaration that the first $8 million (plus interest outstanding under the 2015
Promissory Notes) that would otherwise be payable to Vestaco (for the ultimate

benefit of Doreen Saskin) from TCC Bay should be held in trust for UCI.
PART IV - LAW AND ARGUMENT

Issue (i): the 2015 Promissory Notes are valid and enforceable against TCC Bay

40.  The 2015 Promissory Notes are “promissory notes”, pursuant to subsection 176(1) of the
Bills of Exchange Act, R.S.C.1985, c.B-4 (the “BEA”).*

41.  The BEA defines a “holder” of a promissory note as “the payee or endorsee of a bill or

note who is in possession of it or the bearer thereof.”*®

42.  The BEA contemplates two types of holders of promissory notes: a “holder for value”

and a “holder in due course.”®” All “holders in due course” are also “holders for value.”*® A

“holder for value” does not have to be a holder in due course.*’

5 Bills of Exchange Act, R.S.C., 1985, c B-4 at 5.176(1) [BEA].

S BEA, 5.2.
4 Crawford, B., Law of Banking and Payment in Canada (loose-leaf), Toronto: Canada Law Book, available on Thomson
Reuters Proview eReference at paragraphs 24:20 [Law of Banking and Payment in Canada].

8 Ibid.
* Ibid,
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43.  UCI meets the requirements under the BEA for a “holder in due course” and is
consequently entitled to enforce the $6 Million Promissory Note in accordance with its terms and

without regard to any defect or personal defences.

44.  Even if UCI is not a holder in due course, it is nevertheless a “holder for value” of the $6
Million Promissory Note and is entitled to enforce it on its terms, subject to any defects or

defences, neither of which invalidate or preclude enforcement.”
UCl is a “holder in due course” of the $6 Million Promissory Note

45.  Under the BEA, a “holder in due course” holds a promissory note free and clear from any
defect in title and mere personal defences available to prior parties among themselves, and may

enforce payment against all parties liable on the bill.>!

46.  Every holder of a promissory note is deemed to be a “holder in due course”, in the
absence of evidence to the contrary.52

47.  Promissory notes can be assigned by one related company to another within the same

corporate group, without jeopardizing the assignee’s status as a holder in due course.”

48. Section 55 of the BEA defines a holder in due course:

55 (1) A holder in due course is a holder who has taken a bill, complete and regular on the face of it, under
the following conditions, namely,

(a) that he became the holder of it before it was overdue and without notice that it had been previously
dishonoured, if such was the fact; and

(b) that he took the bill in good faith and for value, and that at the time the bill was negotiated to him he had
no notice of any defect in the title of the person who negotiated it.

49.  Subsection 55(1)(a) describes the characteristics that the promissory note must have at
the time of transfer for its holder to be a “holder in due course”. It requires that, at the time of

transfer, the note was complete and regular on face and that it was neither overdue nor

previously dishonoured.

50 The same analysis applies to the $2 Million Promissory Note.

' BEA, 5.73(b).

S2BEA, 5. 57(2).

33 966478 Ontario Ltd. v Hack, 1995 CarswellOnt 3654 at paras. 5-6, 20-23, 44, 49-50 (Ont. C.J. Gen. Div.).
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50.  The $6 Million Promissory Note satisfies these requirements. When UCI became the
holder and took possession of the note, it was neither overdue (as it is payable on demand) nor
had it been previously dishonoured.”* The $6 Million Promissory Note is also complete and
regular, having satisfied the BEA requirements for a “promissory note”.> It is an unconditional
promise made by TCC Bay to UTMI to pay a fixed sum on demand to the order of UTMI, which

was made in writing and executed by TCC Bay.

51.  Subsection 55(1)(b) describes the conditions under which the holder must take the note
and requires the holder to have taken the note for value, without any notice of defect in title, and

~ in good faith.

(a) UCI Acquired the $6 Million Promissory Note for Value

52.  In consideration of the $6 Million Promissory Note (and the $2 Million Promissory
Note), UCI issued special shares to Urbancorp Holdco, which is wholly-owned by Alan Saskin,

the ultimate beneficiary of the assignor.™

53.  UCI also raised $64 million from the Bond Issuance for the benefit of the Urbancorp
Group of Companies, which includes the assignor. The 2015 Promissory Notes’ assignment was

part of the consideration for the Bond Issuance.”’

54.  UTMI received value for its assignment of the $6 Million Promissory Note to UCIL The
adequacy of the consideration is irrelevant.’® Courts will not inquire into whether the value given
for the note is the fair equivalent to its face value, as the giving of any value enables the holder to

enforce the promissory note for its full face value.”

54 Appendix “B” of the First Report of the Forcign Representative; AS Transcript, Q. 103 & 289.
5 Law of Banking and Payment in Canada, supra, note 47 at paragraph 24:30.20(1)(b).

56 AS Transcript at Q. 351; Prospectus at Exhibit “B” to the Affidavit of Alan Saskin, dated May 13, 2016, pgs. 246-249 of the
Application Record dated May 13, 2016.

7 AS Transcript, Q. 260.
8 Law of Banking and Payment in Canada, supra, notc 47 at paragraph 24:20.10(1).
% Ibid.
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55.  Importantly, as a “holder in due course”, UCI has the right to enforce the $6 Million
Promissory Note without regard to whether consideration was given for its issuance in the

underlying transaction.*

56.  UCI was created to receive the proceeds from the Bond Issuance, advance proceeds to the
various members of the Urbancorp Group, hold interests in certain transferred subsidiaries, and
hold the 2015 Promissory Notes for the benefit of the bondholders. It would be the ultimate
triumph of form over substance to disadvantage the bondholders from being a holder in due
course as UCI is under the control of the Foreign Representative, not Alan Saskin. Since the
commencement of proceedings in Canada and Israel, Alan Saskin exercises no authority over
UCI, with authority having vested in Foreign Representative pursuant to the Order of the Israeli
Court which was recognized in Ontario.’’ The Foreign Representative is in the process of
realizing on the assets of UCI for the benefit of UCI’s creditors, of which the bondholders are the

substantial majority.

(b) UCI Acquired the $6 Million Promissory Note without Notice of Defect in Title

57. A “holder in due course” must acquire the promissory note without any notice of defect

in title.®?

58.  Subsection 55(2) of BEA lists several examples of title defects:

In particular, the title of a person who negotiates a bill is defective within the meaning of this Act when he
obtained the bill, or the acceptance thereof, by fraud, duress or force and fear, or other unlawful means, or for
illegal consideration, or when he negotiates it in breach of good faith, or under such circumstances as amount
to fraud

59.  Nothing in the evidence suggests that the 2015 Promissory Notes were issued
fraudulently, by duress, force, fear or other unlawful means or for illegal consideration. The

same is true for the 2014 Promissory Note.

60. As such, UCI could not have had notice of any such non-existent defects in title.

Certainly, the bondholders had no such notice (even if one existed).

% Ibid, at paragraph 26:30.40(4)(e).
St AS Transcript Q. 417, 418, 419, 420, 421 & 422.
% BEA, 5.55(1)(b).
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(©) UCI Acquired the $6 Million Promissory Note in Good Faith

61.  Since every holder is deemed by the BEA to be a holder in due course, there is a

rebuttable presumption that each holder obtained the promissory note in good faith.*

62. Section 3 of the BEA states:

A thing is deemed to be done in good faith, within the meaning of this act, where it is in fact done honestly,
whether it is done negligently or not.

63.  The good faith requirement contains no element of negligence but is a factual inquiry into
whether the holder acted in good faith.* It is an inquiry that considers the total relationship of
the parties and asks whether there are any facts in the transaction, which are known to the person
who becomes the holder, that cause a suspicion to arise which the person then supresses and

refrains from asking questions or making further inquiries.®

64.  Such a wilful disregard of the facts will deny good faith, but only if the facts are known
to the person whose good faith is at issue.® Constructive notice or deemed notice, of an
individual who negligently refrains from making inquiries, do not apply to negotiable

instruments.%’

65. A consideration of the total relationship between the parties reveals that Alan Saskin is
the principal and controlling mind of each of the entities involved: TCC Bay, as issuer; UTMI, as
payee and assignor; and UCI as assignee and holder for the benefit of the Israeli bondholders (as

the assignment was conditioned on the success of the Bond Issuance).

66.  Alan Saskin’s involvement with the three entities does not disqualify UCI from having

obtained the $6 Million Promissory Note in good faith because at all material times, Alan Saskin

% BEA, s. 57(2); Law of Banking and Payment in Canada, supra, note 47 at para. 24:30:30.
5 Law of Bariking and Payment in Canada, supra, note 47 at paras. 24:30:30 and 24:30:30(1)(a).
% National Money Mart Co. v State Farm Fire and Casualty Co., 2016 ONSC 6298 at paras. 29 and 42.

% Toronto Dominion Bank v. Jordan, 1985 CarswellBC 62 at paras, 12 & 13 (B.C.C.A), leave to appeal refused,
1985WL525260.

87 Law of Banking and Payment in Canada, supra, note 47 at paras. 24:30:30(1)(a).
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believed, and continues to believe, (as does MNP) that the 2015 Promissory Notes are valid and

enforceable.®®

67.  The 2014 Promissory Note was issued by TCC Bay to UTMI in respect of its obligations
under the Original Fee Agreement (as defined in the Monitor’s Sixth Report).” Despite various
intercompany transactions between TCC Bay and UTMI, TCC Bay did not repay the 2014
Promissory Note and this debt remained outstanding when the 2014 Promissory Note was

replaced by the 2015 Promissory Notes.”

68. MNP also confirmed that it is not aware of any facts that would cause the $8 million

owing under the 2015 Promissory Notes not to be outstanding.71

69.  Alan Saskin was not aware of anything that would jeopardize the validity or
enforceability of the 2015 Promissory Notes at the time they were issued and assigned to UCI
and Realtyco.’® This is consistent with the PwC Report, the information provided to UCI’s audit

commiittee, and the evidence of the Urbancorp Group accountants.”

70.  UCI was created for the sole purpose of the Bond Issuance,’® the success of which
depended on transferring assets, including the 2015 Promissory Notes, to UCI for the sole

comfort and benefit of the bondholders.

71.  If Alan Saskin was aware of any defects that jeopardized the validity or enforceability of
the $6 Million Promissory Note, he did not bring these to the bondholders’ attention. In fact, the
bondholders were consistently reassured that the 2015 Promissory Notes were valid and

enforceable.”

58 AS Transcript, Q. 289.

% Monitor’s Sixth Report at Section 4.

" MNP Response Q. 16; AS Transcript, Q. 289.

"I MNP Response, Q. 16.

2 AS Transcript, Q. 90, 103, 289.

7 First Report of The Foreign Representative, paras. 14, 18, & 19.

™ First Report of the Foreign Representative, para. 15; AS Transcript, Q. 252.

5 Appendix “C” of the Third Report of Foreign Representative;' AS Transcript, Q. 289.
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72.  Not only did UCI stakeholders not participate in the underlying transactions that could
have given rise to any alleged defect in the issuance of the 2015 Promissory Notes, they had no

reason to question their validity.

73.  Even if it is determined that Alan Saskin was aware of a risk to the enforceability and
validity of the 2015 Promissory Notes, this knowledge should not be imputed to UCIL. Although
Alan Saskin was the controlling mind of UCI, the circumstances at hand do not warrant

discounting the lack of knowledge of other UCI stakeholders, namely, the bondholders.

74.  Consequently, UCI acquired the $6 Million Promissory Note in good faith, for the benefit
of the Israeli bondholders, without notice or suspicion as to anything that would jeopardize its

enforceability.

(d) It is appropriate to recognize UCI as a “holder in due course”

75.  The requirements for a “holder in due course” under the BEA are satisfied in this case.

76.  The doctrine of ‘““close connection” should not apply to disqualify UCI from the status of

a “holder in due course”.

77.  This doctrine disentitles an assignee from the status of “holder in due course” where the
assignee and assignor are so interdependent that the businesses operate as one, “each in the

conduct of its particular phase being useless without the association of the other.”"

78.  The relief it affords is exceptional and only available where there is evidence of fraud or
some clear, overt activity that would make maintaining the distinction between the entities
unjust.”” Applying the doctrine on these facts would have the effect of penalizing the

bondholders, arm’s length third parties, for the benefit of Doreen Saskin.

6 966478 Ontario Ltd. v Hack, 1995 CarswellOnt 3654 at para. 47 (Ont. C.J. Gen. Div.), citing Federal Discount Corporation
Ltd. v. St. Pierre, 1962 CarswellOnt 146 (O.N.C.A).

77 Ibid., at para. 49.
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79.  Although UCI, UTMI, and TCC Bay were related entities as part of the larger Urbancorp
Group, their businesses were by no means interdependent. UTMI and TCC Bay carried on

separate business operations and both existed well before UCI was incorporated.78

80.  The relationship between UCI, UTMI, and TCC Bay cannot be said to be so
interdependent, such that any one is “useless without the association of the others”, and therefore
the close connection doctrine cannot apply to disqualify UCI from being a holder in due course

of the $6 Million Promissory Note.
UCl is a “holder for value” of the $6 Million Promissory Note

81.  In the event that UCI is found not to be a “holder in due course”, it is nevertheless a
“holder for value” of the $6 Million Promissory Note under the BEA. As such, it is entitled to
enforce the $6 Million Promissory Note on its terms, subject to any defects or defences, neither

of which invalidate, nor preclude enforcement.

82. Section 53(1) of the BEA provides:

Where value has, at any time, been given for a bill, the holder is deemed to be a holder for value as regards
the acceptor and all parties to the bill who became parties prior to that time.

83.  As described in paragraphs 52-55 above, UCI acquired the $6 Million Promissory Note
for value. As consideration for its assignment, UCI issued special shares to Urbancorp Holdco,
which is wholly-owned by Alan Saskin, the ultimate beneficiary of the assignor.” Moreover, the

assignment was a condition of the Bond Issuance, which raised $64 million for the benefit of the

Urbancorp Group, including UTMLY

84. A “holder for value” is entitled to enforce a promissory note, subject to any defects in
title and mere personal defences available arising from the underlying transaction in which the

promissory note was issued.®!

8 AS Transcript, Q. 206, 209, 252, 37 & 38.

7 Prospectus at Exhibit “B” to the Affidavit of Alan Saskin, dated May 13, 2016, at pgs. 246-249 of the Application Record
dated May 13, 2016.

5 Appendix “D” to First Report of the Foreign Representative.

8 BEA, 5. 73.
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85.  In support of its disallowance of UCI’s proof of claim, the Monitor relies on the defence
that the issuance of the 2015 Promissory Notes was not supported by consideration.®” Namely,
the Monitor suggests that, due to various intercompany transactions between TCC Bay and
UTMLI, there was no debt owing by TCC Bay to UTMI in respect of the 2014 Promissory Note to

support the issuance of the 2015 Promissory Notes in its place.83

86.  This defence implies that set-off is available to reduce the debt owing on the 2014
Promissory Note. Set-off is expressly prohibited by both the 2014 Promissory Note and the 2015

Promissory Notes.®

87.  The Monitor also suggests that amendments to the Original Fee Arrangement, which
gave rise to the $8 million obligation in respect of which TCC Bay issued the 2014 Promissory
Note, reduced the $8 million obligation such that debt evidenced by the 2014 Promissory Note

should also be reduced.®

88.  For the reasons set out below, neither the evidence nor the law support the Monitor’s

position.

Issue (ii): If the 2015 Promissory Notes are enforceable, TCC Bay Cannot Maintain any
Defences

(a) Sufficient consideration was provided for the issuance of the 2015 Promissory
Note

89.  The BEA presumes that a holder of a note has given value to obtain it® and places the

onus of proving a lack of consideration on the promisor.87 The Monitor bears this onus.

90.  Valuable consideration for a note may be constituted by any consideration sufficient to

support a simple contract or an antecedent debt or liability.®® Any antecedent debt or liability

& Appendix D of Monitor’s Sixth Report; Monitor’s Report at Section 6.
8 Ibid.

8 Appendix “A™ and “B” to the Monitor’s First Report.

8 Monitor’s Report at Section 6.

8 BEA, s. 57(1) and 57(2).

87 Westcott v. Luther, 1933 CarswellOnt 86 at para.14 (5.C.C)

% BEA, 5. 52
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may be found in a prior agreement, the obligations arising from which have not been

discharged.*

91.  The $6 Million Promissory Note expressly replaces the 2014 Promissory Note:

This Promissory Note is in substitution for a portion of a Promissory Note in the amount of $8,000,000
between the Borrower and Holder dated the 11th day of December, 2015.%

92. The words “value received” inscribed on the $6 Million Promissory Note raise the
presumption that the maker received consideration or that there is an antecedent debt.”’ The $6
Million Promissory Note expressly recognizes the existence of consideration in stating that the

promise to pay is made “for value received”:

“FOR YALUE RECEIVED, the undersigned TCC/URBANCORP (BAY) LIMITED PARTNERSHIP (the
“Borrower™), hereby promises to pay to the order of URBANCORP TORONTO MANAGEMENT INC. (the
“Holder")...”yz

93.  Alan Saskin has rejected the Monitor’s proposition that, at the time that the 2015
‘Promissory Notes were issued, TCC Bay had already repaid its debt to UcL” Any payments by
TCC Bay to UTMI were made in the ordinary course of business and were not intended to repay

the 2014 Promissory Note.”

94.  TCC Bay and UTMI intended to make accounting adjustments at the 2015 year-end to
leave the $8 million outstanding.”® It was also intended that such year-end adjustments would
recognize the $8 million liability of the 2014 Promissory N ote.”s MNP routinely made such year-

end adjustments where they may have been incorrectly posted internally during the year.

(b) Set-off is expressly prohibited by the 2014 Promissory Note

95.  TCC Bay cannot rely on intercompany debt that was incurred in the ordinary course of

business to set-off the obligation it owes UTMI under the promissory note.

8 Sarna, L. Law of Cheques and Promissory Notes (loose-leaf), Toronto: Carswell, at para. 7 [Sarnal.

% Appendix “B” to the First Report of the Foreign Representative. (Note that the December 11, 2015 date is incorrect.)
%% Sarna, supra, note 89 at para. 7; Riml v Greger, (November 22, 1991), Doc CA021802 at pg. 2 (B.C.C.A).

%2 Appendix “B” to the First Report of the Foreign Representative.

% Exhibit 2 to the Examination of Alan Saskin on April 6, 2017

 AS Transcript, Q. 103 & 289; Exhibit 2 to the Examination of Alan Saskin on April 6, 2017.

% AS Transcript, Q. 103 & 289.

% Ibid. .
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96.  Both the 2014 Promissory Note and the 2015 Promissory Notes expressly prohibit set-
off.

97.  Set-off is not available in the face of an express prohibition to do so in a promissory

note.97

98.  Where a borrower contracts out of defences or set-off against a lender’s claim, it will be

held to its bargain.”®

99.  In any event, MNP has confirmed that year-end adjusting entries would have needed to

be entered before the Intercompany Accounts could be relied upon.99

(c) Adjustments to Original Fee Arrangement do not reduce the debt owing on the
2015 Promissory Notes

100. Importantly, consideration to support a promissory note does not have to be equivalent to
the total amount of debt owed to the payee.mo It is sufficient that the promisee gives up

something which may be of value and that the promisor accepts what the promisee gives up as

the price for the promise.'”’

101. TCC Bay issued the 2015 Promissory Notes to UTMI in respect of a pre-existing debt
evidenced by the 2014 Promissory Note.!”? TCC Bay issued the 2014 Promissory Note to UTMI

in respect of the $8 million balance on the $9.8 million obligation for management fees under the

103

Original Fee Agreement. - Despite a subsequent amendment to the Original Fee Agreement and

several intercompany transactions between UTMI and TCC Bay, the $8 million debt remained

outstanding at the time that the 2015 Promissory Notes were issued. 104

7 PCL Industries Ltd. (Receiver of) v. 431218 B.C. Ltd, 1996 CarswellOnt 3284 at para. 9 (Ont. C.J. Gen. Div.).

%8 British Columbia (Attorney General) v Malik, 2009 BCCA 202 at paras. 44 & 45.

% MNP Response, Q. 9.

10 Sarna, supra, note 89 at para. 1; sce also Albert Pear! (Management) Ltd. v JOF Builders Ltd., 1974 CarswellOnt 248 at para.
37 (5.C.0).

191 Albert Pearl (Management) Ltd. v JDF Builders Ltd., 1974 CarswellOnt 248 at para. 37 (S.C.C).

102 AS Transcript, Q. 367. ’

193 Monitor’s Sixth Report at Section 6.

104 MNP Response, Q.16; AS Transcript, Q. 103 & 298.
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102. Even if the Original Fee Agreement was amended to reduce the quantum of management
fees owed by TCC Bay to UTMI, the 2015 Promissory Notes issued to replace the 2014
Promissory Notes do not need to reflect this reduction. There is nothing on the face of the 2014
Promissory Note limiting it to the terms of the Original Fee Agreement. Upon creation, the 2014

Promissory Note became an independent obligation.

103.  This is no different than when a cheque is delivered to satisfy a liability. Once the cheque
is created it becomes a separate, distinct and independent obligation that can be negotiated to

another regardless of any defences or conditions related to the original liability.

Issue (iii): Should for any reason, the disallowance be maintained, the first $8 million plus

interest in TCC Bay proceeds that would be paid to Vestaco, should be held in trust for
UCIL.

104. If the Monitor’s disallowance is upheld, the Monitor has reported that proceeds from
TCC Bay would flow to Vestaco, the limited partner of TCC Bay, as nominee for Doreen Saskin.

105. It would be grossly unjust and inequitable to allow TCC Bay proceeds to flow to Vestaco,
and, therefore, to Doreen Saskin, to the prejudice of UCI and UCI’s creditors.

106. The Prospectus expressly commits the Rights Holders, which include Doreen Saskin,'®
to assign to UCI, should the Bond Issuance be successful, the right to repayment of loans held by
Urbancorp Group entities in the amount of $8 million, which the 2015 Promissory Notes

evidence.!%

107.  Equitable remedies of unjust enrichment and estoppel by representation prevent Vestaco
from recovering TCC Bay proceeds, which would otherwise allow Doreen Saskin, as one of the
Right Holders, to benefit from false representations and avoid obligations that bondholders relied

upon to their detriment.

195 AS Transcript, Q. 357.
106 Appendix “D” to the First Report of the Foreign Representative; AS Transcript, Q. 262.
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(a) Doreen Saskin would be unjustly enriched if she recovers TCC Bay proceeds

108. Unjust enrichment is a doctrine that restores a benefit which justice does not permit one

to retain.'”’

109. It allows recovery whenever the claimant can establish three elements: (i) an enrichment
of or benefit to the defendant; (ii) a corresponding deprivation of the plaintiff; and, (iii) the

absence of a juristic reason for the enrichment.'%

(i) Enrichment of Doreen Saskin

110. Doreen Saskin would be unjustly enriched if she is able to recover the TCC Bay proceeds
ahead of the UCI bondholders. Doreen Saskin would be enriched by recovering these proceeds to
the corresponding detriment of the bondholders, who had purchased the UCI bonds on the
expectation that, in accordance with the Prospectus, the Rights Holders, including Doreen
Saskin, would cause the transfer of the 2015 Promissory Notes to UCI and to Realtyco, for the

benefit of UCI prior to the Bond Issuance.

(ii) Deprivation of the Bondholders

111. The Bond Issuance raised $64 million for the benefit of entities within the Urbancorp
Group, of which Doreen Saskin is a direct or indirect beneficiary. Doreen Saskin was aware of
the Bond Issuance and that Alan Saskin expected his family to benefit from it.'% The
bondholders invested $64 million based on the representations in the Prospectus which included
assigning $8 million in debt to UCL The bondholders will be deprived of these proceeds if they

are allowed to flow to Vestaco for the benefit of Doreen Saskin.

(iii) No Juristic Reason for the Enrichment

112. There is no juristic reason for Doreen Saskin’s enrichment. The analysis of whether a

e e . . . . . .. . . 110
juristic reason exists involves a consideration of the legitimate expectations of the parties.

17 Korr v Baranow, 2011 SCC 10 at para. 31 [Kerr].
18 1bid, at para 32.

109 AS Transcript, Q. 357, 358, 259, 260 & 361.

0 Kerr, supra, note 108, at para. 41.
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113. The expectation of the parties, as the Prospectus evidences, was that the Rights Holders,
which term includes Doreen Saskin, would transfer $8 million of liabilities, consisting of the
2014 Promissory Note, which was subsequently substituted with the 2015 Promissory Notes, to
UCI if the bonds were purchased.'!’ Given that the bonds were purchased, there is no reason in
law why Doreen Saskin should be allowed to receive any portion of the $8 million which was

assigned.

114. The remedy for unjust enrichment is to require the defendant to repay or reverse the
unjust enrichment.!'? Accordingly, $8 million payable by TCC Bay (plus accrued interest), that
would flow to Vestaco for the benefit of Doreen Saskin if the disallowance is upheld, should be

held in trust for and paid to UCI in satisfaction of the 2015 Promissory Notes.

(b) Doreen Saskin should be estopped from recovering the TCC Bay proceeds

115. The basic effect of estoppel is to hold a person to his or her word.'" It protects those who

have acted improvidently and allows the Court to preserve equities that would otherwise be

sacrificed.'™

116. Estoppel by representation allows the maker of a false statement to be held to that

statement as being true by the recipient, if the recipient has relied on it to their detriment.'"

117. It requires a positive representation by one party made with the intention to bind the
other; an act or omission resulting from the representation by the party to whom the
representation is made; and, a detriment to the party as a result of its action, such that it would be

inequitable for the party making the representation to be permitted to act inconsistently with it 116

118. Doreen Saskin should be estopped from recovering TCC Bay proceeds which, through

representation in the Prospectus, the Rights Holders, including Doreen Saskin, had represented

L AS Transcript, Q. 260; Appendix “D” to the First Report of the Foreign Representative.

Y2 Kerr, supra, note 108 at para, 46.

13 MacDougall, B., Estoppel, (2012), Markham: Lexis Nexis. at para. 1.1 [MacDougall]; Richards v Law Development Group
(Georgetown) Ltd., 1994 CarswellOnt3965 at para. 61 (Ont. C.J. Gen. Div.);

Y4 Canada v. Canadian Pacific Railway Co., 1929 CarswellNat32 at para. 45 (Ex.C.), reversed in part, [1930] S.C.R. 574
(5.C.0), reversed and trial judgment restored [1931] 1 W.W.R. 673.

15 MacDougall, supra, note 113 at para 4.1.

Y6 Canadian Superior Oil Ltd. v Paddon-Hughes Development Co., 1970 CarswellAlsa 101 at para. 19 (8.C.C); Ryan v Moore,
2005 SCC 38, at para. 5.
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would be assigned to UCI as consideration for the Bond Issuance for the benefit of the

bondholders.

119. The Prospectus expressly commits the Rights Holders, including Doreen Saskin, to
assign to UCI the right to repayment of loans, evidenced by the 2015 Promissory Notes and held

by Urbancorp Group entities, prior to UCI’s Bond Issuance.

120.  In addition to the Prospectus, UCI’s June 2015 Pro Forma Statements, September 2015
Pro Forma Statements, and December 2015 Financial Statements all reflect an $8 million asset in

respect of “related parties”.

121. At no time did Alan Saskin, Doreen Saskin, or anyone in the Urbancorp Group, suggest

that the 2014 Promissory Note or the 2015 Promissory Notes were not valid and enforceable.'”

"8 and executed the

Alan Saskin has confirmed that he believed they were valid obligations
Representation Letters attesting that the representations in the Prospectus were truthful, accurate,

and not misleading.'*?

122. Investors are presumed to rely on representations in a prospectus in deciding whether to

investina company.120

123, The assignment of the 2014 Promissory Note (subsequently replaced by the 2015
- Promissory Notes) itself was subject to the success of the Bond Issuance which reinforces the

point that the assignment was integral to raising funds from the bondholders.

124. If the disallowance is maintained, and Doreen Saskin recovers the proceeds from TCC
Bay, the bondholders will have been deprived of $8 million, plus interest, that they expected to

receive based on the representation.

125. Requiring payment of $8 million (plus accrued interest) of TCC Bay proceeds to UCI,

instead of to Vestaco for the benefit of Doreen Saskin, would remedy this injustice.

U7 Appendix “C" to the Third Report of the Foreign Representative; AS Transcript, Q. 289.
18 AS Transcript, Q. 103 & 289.

19 AS Transcript, Q. 336 & 337.
120 Sharbern Holding Inc. v. Vancouver Airport Centre Ltd. 2005 CarswellBC 395 at para. 150 (B.C.S.C).
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PART V - RELIEF REQUESTED

126. For the foregoing reasons, the Foreign Representative respectfully requests that this

Honourable Court:

a. Set aside the disallowance of claim of the Monitor and confirm that the obligations in

respect of the 2015 Promissory Notes are valid and outstanding; or

b. If, for any reason, the disallowance is upheld, grant a declaration that the first $8
million (plus interest outstanding under the 2015 Promissory Notes) that would
otherwise be payable to Vestaco from TCC Bay should be held in trust and paid to
UCL

ALL OF WHICH IS RESPECTFULLY SUBMITTED

April 18, 2017 DENTONS CANADA LLP
77 King Street West, Suite 400
Toronto, Ontario M5K 0A1
Fax: 416-863-4592

Kenneth Kraft (LSUC No. 31919P)
Tel: 416-863-4374
Email: kenneth.kraft @dentons.com

Neil Rabinovitch (LSUC No. 33442F)
Tel: 416-863-4656
Email: neil.rabinovitch @dentons.com

Lawyers for the Moving Party, Guy Gissin the
Israeli Court-appointed functionary officer and
foreign representative of Urbancorp Inc.

TO: THE SERVICE LIST
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Schedule “B” — Statutory Provisions

Bills of Exchange Act, R.S.C. 1985, c. B-4

2. Definitions
In this Act,

""acceptance' means an acceptance completed by delivery or notification; ("acceptation”)
"action'" includes counter-claim and set-off; ("action”)

"bank"' means a bank or an authorized foreign bank within the meaning of section 2 of the Bank
Act; ("bangue")

"bearer'' means the person in possession of a bill or note that is payable to bearer; ("porteur")
"bill"" means bill of exchange; ("lettre”)

"defence' includes counter-claim; ("défense”)

"delivery' means transfer of possession, actual or constructive, from one person to
another; ("livraison”)

"endorsement'' means an endorsement completed by delivery; ("endossement” )ou("endos")

"holder" means the payee or endorsee of a bill or note who is in possession of it, or the bearer
thereof; ("détenteur")

"issue" means the first delivery of a bill or note, complete in form, to a person who takes it as a
holder; ("émission")

""non-business days" means days directed by this Act to be observed as legal holidays or non-
juridical days, and any other day is a business day; ("jours fériés")

""note'" means promissory note; ("billet")
""value' means valuable consideration. ("Version anglaise seulement”)

52(1) Valuable consideration

Valuable consideration for a bill may be constituted by

(a) any consideration sufficient to support a simple contract; or
(b) an antecedent debt or liability.

52(2) Form of bill

An antecedent debt or liability is deemed valuable consideration, whether the bill is payable on
demand or at a future time.
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53 (1) Holder for value
Where value has, at any time, been given for a bill, the holder is deemed to be a holder for value
as regards the acceptor and all parties to the bill who became parties prior to that time.

55(1) Holder in due course

A holder in due course is a holder who has taken a bill, complete and regular on the face of it,
under the following conditions, namely,

() that he became the holder of it before it was overdue and without notice that it had been
previously dishonoured, if such was the fact; and

(b) that he took the bill in good faith and for value, and that at the time the bill was negotiated to
him he had no notice of any defect in the title of the person who negotiated it.

(2) Title defective

In particular, the title of a person who negotiates a bill is defective within the meaning of this Act
when he obtained the bill, or the acceptance thereof, by fraud, duress or force and fear, or other
unlawful means, or for an illegal consideration, or when he negotiates it in breach of faith, or
under such circumstances as amount to a fraud.

57(1) Presumption of value ;
Every party whose signature appears on a bill is, in the absence of evidence to the contrary,
deemed to have become a party thereto for value.

57(2) Presumed holder in due course

Every holder of a bill is, in the absence of evidence to the contrary, deemed to be a holder in due
course, but if, in an action on a bill, it is admitted or proved that the acceptance, issue or
subsequent negotiation of the bill is affected with fraud, duress or force and fear, or illegality, the
burden of proof that he is the holder in due course is on him, unless and until he proves that,
subsequent to the alleged fraud or illegality, value has in good faith been given for the bill by
some other holder in due course.

73. Rights and powers of holder

The rights and powers of the holder of a bill are as follows:

(a) he may sue on the bill in his own name;

(b) where he is a holder in due course, he holds the bill free from any defect of title of prior
parties, as well as from mere personal defences available to prior parties among themselves, and
may enforce payment against all parties liable on the bill;

(c) where his title is defective, if he negotiates the bill to a holder in due course, that holder
obtains a good and complete title to the bill; and

(d) where his title is defective, if he obtains payment of the bill, the person who pays him in due
course gets a valid discharge for the bill.

Promissory Notes

176 (1) A promissory note is an unconditional promise in writing made by one person to another
person, signed by the maker, engaging to pay, on demand or at a fixed or determinable future
time, a sum certain in money to, or to the order of, a specified person or to bearer.
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Endorsed by maker .

(2) An instrument in the form of a note payable to the maker’s order is not a note within the
meaning of this section, unless it is endorsed by the maker.

Pledge of collateral security

(3) A note is not invalid by reason only that it contains also a pledge of collateral security with
authority to sell or dispose thereof.
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Court File No. CV-16-11549-00CL

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 (WOODBINE) INC. AND URBANCORP (BRIDLEPATH) INC., THE
TOWNHOUSES OF HOGG'S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT
KINGTOWNS INC. AND DEAJA PARTNER (BAY) INC. (COLLECTIVELY, THE
"APPLICANTS")

AND IN THE MATTER OF TCC/URBANCORP (BAY) LIMITED PARTNERSHIP

RESPONDING FACTUM
OF THE MONITOR

PART | ~ OVERVIEW

1. There is only one issue on this motion: the validity of Urbancorp Inc.'s
claim against TCC/ Urbancorp Bay Limited Partnership ("Bay LP") which has been

disallowed by the Monitor.

2. Urbancorp Inc. ("UCI") claims that Bay LP owes it $6 million plus
accrued interest on the basis of a promissory note dated December 11, 2015 which
was originally issued by Bay LP in favour of Urbancorp Toronto Management Inc.

("UTMI") and then assigned by UTMI to UCI (the "UCI Note").

3. At all relevant times, Mr. Alan Saskin was the sole officer and director
or otherwise had full control over Bay LP, UTMI and UCI. He also signed all of the

relevant documents for each of these entities, every time.
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4. At the time the UCI Note was issued, Bay LP did not owe UTMI
anything. In fact, UTMI owed Bay LP $527,655. There is also no evidence that
UTMI provided any new consideration to Bay LP in exchange for the issuance of the
UCI Note. Indeed, the underlying obligations giving rise to the original basis for the

UCI Note had been fully repaid by Bay LP by the 2015 year-end.

5. Furthermore, UCI did not provide any cash consideration to UTMI in
exchange for the assignment of the UCI| Note, so no money flowed into UTMI as a
result of the assignment. UCI did not even issue its own shares to UTMI in exchange
for the assignment, but rather is said to have issued special shares to Urbancorp

Holdco in exchange for the assignment from UTMI.

6. Accordingly, UCI cannot properly claim to be owed anything by Bay LP
on the basis of the UCI Note and, therefore, the Monitor's disallowance of this claim

should be upheld.

PART Il ~ FACTS

7. The facts are set out in the Sixth Report to Court of KSV Kofman Inc. as
CCAA Monitor of the Applicants and Bay LP dated March 21, 2017 (the "Sixth
Report") together with the Supplement to the Sixth Report dated April 4, 2017 (the
"First Supplemental Report") and the Second Supplement to the Sixth Report dated
April 24, 2017 (the "Second Supplemental Report"). The salient facts pertaining to
this motion are set out below. Capitalized terms used herein and not otherwise

defined have the meaning ascribed to them in the Sixth Report.
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Genesis of the Original $8 Million Note

8. On June 28, 2011, Downsview Homes Inc. (“Downsview Homes"), a
nominee for Downsview Park, which was the nominee for Bay LP, entered into
agreements (the "Purchase Agreements”) for the purchase of lands (the “Lands”)
from Parc Downsview Park Inc. (“PDP”). The Purchase Agreements were to close
upon the rezoning of the Lands. The date for the closing was unknown at the time of

entering into the Purchase Agreements.’

9. On June 10, 2013, a consulting agreement (the “Original Fee
Agreement’) was entered into among Bay LP, Downsview Park and UTMI. The
Original Fee Agreement provided, inter alia, that Bay LP would pay UTMI a $9.8
million fee if Bay LP successfully completed the sale of Bay LP’s 49% interest (the
~“Sale”) in Downsview Homes to Mattamy Homes for an amount in excess of $18
million. However, the fee would only become payable upon an invoice being
rendered by UTMI to Bay LP, which UTMI agreed would not be rendered prior to the
closing of the Purchase Agreements with PDP. At the date of the Original Fee
Agreement, the date of the final closings for the Purchase Agreements was unknown,
and while likely to occur, had not yet occurred. The final closings, as it turned out,

occurred on June 4, 2015.2

10. On July 30, 2013, Bay LP completed the Sale for an amount in excess

of $21 million (the “Sale Price”). From the proceeds of the Sale Price, UTMI (and not

! Sixth Report at Section 4.0, para. 1, p. 6.

2 Sixth Report at Section 4.0, para. 1, p. 6 and Section 6.0, para. 3(i), p. 10.
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Bay LP) received approximately $14.5 million in two separate payments ($6.8 million
and $7.7 million). These amounts were due to Bay LP and are reflected in the

intercompany Account.’

11. Inconsistent with the provisions of the Original Fee Agreement (as there
was yet to be a closing of the Purchase Agreements with PDP and, therefore, UTMI
should not have rendered any invoice pursuant to the Original Fee Agreement), the
2013 Bay LP Financial Statements reflect a “Management fees” expense of $1.8
million in the Statement of Earnings. These management fees were included in the
2013 Bay LP’s Balance Sheet item “Accounts payable and accruals’ of $1,817,030.
The $1.8 million accrued management fee was a portion of the $9.8 million fee owing

from Bay LP to UTMI pursuant to the Original Fee Agreement.4

12. In 2014, the $1.8 million accrued management fee (plus HST for a fotal

of $2,034,000) was "“billed” and reflected in the Intercompany Account.’

'13. The Intercompany Account reflects actual and notional cash payments

and transfers made between Bay LP and UTMI®

14. On December 15, 2014, an $8 million promissory note dated December

15, 2014 (the “Original Promissory Note”) was issued by Bay LP to UTMI. The

3 Sixth Report at Section 4.0, para. 1, p. 7.
4 Sixth Report at Section 4.0, para. 1,p. 7.
® gixth Report at Section 4.0, para. 1,p. 7.

® Sixth Report at Section 2.4, paras. 1and 2, p. 5.
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debt supporting the Original Promissory Note was the unbilled balance of the fee
relating to the Original Fee Agreement (i.e. $9.8 million less the $1.8 million fee

accrued in 2013 and "billed" and "paid” in 2014 via the Intercompany Account).”

15. As at December 31, 2014, the Intercompany Account reflected

$3,537,135 owing by UTMI to Bay LP, exclusive of the $8 million management fee

accrual discussed below.®

16. The payment terms of the Original Promissory Note differ from the
payment terms of the Original Fee Agreement. The Original Promissory Note was
“Due on Demand”, whereas the Original Fee Agreement specifies the fee would be
due upon the rendering of an invoice by UTMI to Bay LP, which would not be

rendered prior to the final closing of the Purchase Agrc—:-emen’ts.9

17. Furthermore, and also inconsistent with the Original Fee Agreement,
the 2014 Bay LP Financial Statements reflect a “Management fees” expense of $8
million in the Statement of Earnings. The management fees were included in the

2014 Bay LP’s Balance Sheet item “Accounts payable and accruals” of $8,150,738."°

7 Sixth Report at Section 4.0, para. 1, p. 7.
8 Sixth Report at Section 4.0, para. 1, p. 7.
® 5ixth Report at Section 4.0, para. 1, p. 7.

10 5jxth Report at Section 4.0, para. 1, p. 7.
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18. The $8 million management fee accrual was then "paid" via (i.e.,

accounted for and reflected in) the Intercompany Account on June 30, 2015."

19. The Intercompany Account reflected a balance of $527,655 owing by
UTMI to Bay LP at the end of 2015. This Intercompany Account balance accounted
for and reflected the management fee in favour of UTMI pursuant to the Original Fee

Agreement and the Amended Fee Agreement (discussed below).12

20. On June 1, 2015, an amending agreement (the “Amended Fee
Agreement’) was entered into among Bay LP, Downsview Park and UTMI. The
Amended Fee Agreement reduces the fee earned on the Sale by $3.0 million to $6.8
million. The Amended Fee Agreement also changes the date on which the fee is to
be due and payable to the date of the first advance from bcIMC Mortgage Fund
(“bcIMC”) of the construction financing for the Downsview Park project. The first
funding from bcIMC, although not known at the time of the Amended Fee Agreement,

occurred in 2016. The financing facility provided by bcIMC closed on July 21, 2016."
Genesis of the $6 Million and $2 Million Replacement Notes

21. Subsequent to the “payment” of the $8 million management fee accrual
via the Intercompany Account on June 30, 2015 and the reduction of the

management fee to $6.8 million pursuant to the Amended Fee Agreement on June 1,

" gixth Report at Section 4.0, para. 1, p. 7.
12 gixth Report at Section 4.0, para. 1, p. 8.

13 gixth Report at Section 4.0, para. 1, p. 7.
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2015, on December 11, 2015, the $8 million Original Promissory Note was replaced
by a $6 million promissory note (the UCI Note or “$6 Million Promissory Note”) and
a $2 million promissory note (the “$2 Million Promissory Note”) (collectively the

“Substituted Promissory Notes”)."

22. The terms of the Substituted Promissory Notes appear to be the same
as the Original Promissory Note except that the Substituted Promissory Notes bear

interest (at 1%), whereas the Original Promissory Note stated there is no interest."

23. The $6 Million Promissory Note and the $2 Million Promissory Note
were assigned by UTMI on December 11, 2015 to UCI and Urbancorp Management
Inc. (“UMI), respectively. On the same day, UMI assigned the $2 Million Promissory

Note to Realtyco.'

24, Realtyco is one of the Cumberiand CCAA Entities and is a direct,
wholly-owned subsidiary of UCI. The books and records of Realtyco do not reflect the
$2 Million Promissory Note obligation from Bay LP. URI is a nominee for Realtyco.
The books and records of URI indicate that URI has substantial liabilities to both

other Urbancorp Group entities as well as to third parties..17

' Sixth Report at Section 4.0, para. 1, p. 8.
18 Sixth Report at Section 4.0, para. 1, p. 8.
16 Sixth Report at Section 4.0, para. 1, p. 8.

V7 Sixth Report at Section 5.1, paras. 1 and 2, p. 8.
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25. As discussed above, the Intercompany Account reflected a balance of
$527,655 owing by UTMI to Bay LP at the end of 2015 and accounted for and
reflected the management fee owing by Bay LP to UTMI pursuant to the Original Fee

Agreement and the Amended Fee Agreement.

26. Bay LP also filed its 2015 T5013 with the Canada Revenue Agency, the
date of the certification as “2016-03-30". Included in the 2015 Bay LP T5013 is
Schedule 100, which summarizes Bay LP’'s assets, liabilities and partners’ capital.
There is no liability listed in Schedule 100 that evidences any indebtedness in

respect of the Substituted Promissory Notes.'®

PART Il ~ ISSUES AND THE LAW

27. in order to determine whether or not UCI (or Realtyco) has a valid debt
claim against Bay LP, the only thing this Court must determine is whether there was
any debt owing by Bay LP to UTMI at the time the Substituted Promissory Notes
were issued. The preponderance of the evidence that should be given any weight in

this case is that there was not.

28. It is uncontested that the Original Promissory Note was issued by Bay
LP in favour of UTMI as evidence of the principal payment obligation under the
Original Fee Agreement. In other words, it was not issued as a separate,

independent debt obligation of Bay LP or as payment of the obligation itself.

'® Second Supplemental Report at Section 2.1, para. 3,p. 2.
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29. In such a case, as between debtor (Bay LP) and creditor (UTMI), the
instrument itself does not give rise to any liability on the debtor's part. The basic
transaction remains the only effective source of the debtor's liability. The debt is
neither discharged nor suspended by the giving of the instrument. The instrument is

only intended to serve as evidence of the indebtedness."

30. Real (or absolute) defences do not constitute a defect of title and are
also available against a holder in due course.?® One such absolute defence is the

discharge of the instrument by payment in due course.”!

31. At the time the Substitute Promissory Notes were issued on December
11, 2015, the evidence as between Bay LP and UTMI, taking into consideration the
Amended Fee Agreement dated June 1, 2015, was that the management fee of $8
million had been recorded as an expense and accrued liability on the 2014 Bay LP
Financial Statements and was “paid” via the net transactions between Bay LP and
UTMI as reflected in the Intercompany Account as at June 30, 2015. Additionally,
and as further evidence that Bay LP was not indebted to UTMI, the 2015 Bay LP

T2015 tax return does not reflect an obligation to UTMI.

® Geva B., Volume Il Negotiable Instruments and Banking Toronto; Emond Montgomery Publications
Ltd., 1995 at 90-91 [Geva]; Monitor's Brief of Authorities ("Monitor's BOA"), Tab 4.

20 crawford, B., Law of Banking and Payment in Canada (loose-leaf) [Crawford], Toronto: Carswell, at
26:30.30(1); Monitor's BOA, Tab 5; and Geva, /bid, at 133; Monitor's BOA, Tab 4.

2 Grawford, Ibid, at 26:30.30(1)(f); Monitor's BOA, Tab 5; and Geva, [bid, at 134; Monitor's BOA,
Tab 4.
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32. In other words, as between UTMI and Bay LP, any and all fees owing

under the Original Fee Agreement, as amended, had been fully satisfied and “paid”.

33. Given that UCI and Realtyco were controlled completely by Alan
Saskin, as were UTMI and Bay LP, and all relevant documents were signed by him, it
cannot be reasonably held that UCI or Realtyco were unaware of this state of affairs

between UTMI and Bay LP.

34. Accordingly, neither UCI nor Realtyco can be said to be holders in due
course. They cannot be said to not have had actual notice of the state of their own
intercompany affairs and the fact that the management fee pursuant to the Original
Fee Agreement, as amended, had been fully booked as an expense against reported
taxable income and “settled” or “paid” via postings to the Intercompany Account,

especially given that UTMI administered the internal affairs of all of them.??

35. The Bills of Exchange Acf?® (the “BEA”) exists in recognition of the fact
that commercial life demands that the integrity of bills of exchange be recognized and
that those acquiring them in good faith should not be required unnecessarily to make

inquiries to establish their authenticity.

2 gixth Report at Section 2.3, p. 5.
#R.S.C, 1985, c. B4.

2 Federal Discount Corporation Ltd. v. St. Pierre, (1962) 32 D.L.R (2d) 86 (O.C.A.) at p. 97 [Federal
Discount]; Monitor's BOA, Tab 1. -

Tor#: 3548694.2
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36. However, it is not necessary for the support of ordinary commercial
transactions that th.e holder of a bill of exchange should under all circumstances be

permitted to shield himself behind the guise of a holder in due course.”

37. In the examination of any transfer to decide if it constituted the
transferee a holder in due course the plaintiff's actual involvement with the transferor
will be a major factor; on this account the whole relationship between the plaintiff and

its transferor must be examined and considered.?

38. With regards to UTMI and UCI (and Realtyco), “[tlo pretend that they
were so separate that the transfer of each note constituted an independent
commercial transaction not affected by the pre-existing arrangements between them

would, in my view, be to permit the form to prevail over the substance”.”’

39. UCI also fails to meet the requirement of a “holder for value” under the
BEA requiring valuable consideration as there was no debt owing by Bay LP to UTMI
in respect of the Substituted Promissory Notes. The debt owing by Bay LP to UTMI

was already paid, as reflected in the postings to the Intercompany Account.

%5 Ibid., at p. 97; Monitor's BOA, Tab 1.
% Ibid., at p. 97; Monitor's BOA, Tab 1.

27 Ibid., at pp. 99-100 ; Monitor's BOA, Tab 1.

Tor#: 3548694.2



-13-

40. While an antecedent debt can be consideration for a promissory note,
an antecedent debt or liability can be found in a prior agreement only where the

obligations arising from it have not been discharged 2

41. The Original Promissory Note and the Substituted Promissory Notes
contain a so-called “no set off provision”. That provision reads in relevant part as

follows: “All payments to be made by the Borrower pursuant to this Promissory Note

are to be made in freely transferrable, immediately available funds and without set-

off, withholding or deduction of any kind whatsoever except to the extent required by

applicable law ..." (emphasis added).*

42. Payments reflected in the Intercompany Account are not payments
made “pursuant to the Promissory Note”. There could have been no payments made
“pursuant to the Promissory Note” because payment pursuant to the Promissory Note
was never demanded. The fact is that the Intercompany Account reflects payments
pursuant to the Original Fee Agreement, as amended by the Amended Fee
Agreement. Neither the Original Fee Agreement, nor the Amended Fee Agreement,

contain any restrictions as to effecting payment by way of set-off.¥!

28 garna, L. Law of Cheques and Promissory Notes (loose-leaf) [Sarna], Toronto: Carswell, at p. 17-1;
Monitor's BOA, Tab 3.

% Sarna at p. 17-6, Monitor's BOA, Tab 3.
% gixth Report, Tabs K, O and P.

*' Sixth Report, Tabs | and N.

Tor#: 3548694.2
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43. Lastly, given much of the evidence on which the Foreign
Representative relies, what anyone believes to be owing or not between Bay LP and
UTMI cannot be determinative of whether or not there is in fact any such amount

owing, especially when such a belief is contrary to a number of other facts.*
Response to Request for Equitable Relief

44, As discussed above, Realtyco is one of the Cumberland CCAA Entities
and is a direct, wholly-owned subsidiary of UCI. URIis a nominee for Realtyco. The
books -and records of URI indicate that URI has substantial liabilities to both other

Urbancorp Group entities as well as to third parties.*®

45, As also discussed above, the $6 Million Promissory Note and the $2
Million Promissory Note were assigned by UTMI on December 11, 2015 to UCI and
UMI, respectively. On the same day, UMI assigned the $2 Million Promissory Note to

Realtyco.**

486. Accordingly, if the equitable relief requested is to give effect to UCl’s
entitlements as an equity holder, then the $2 million should be directed to be paid to
Reatyco first in order to properly determine UCI's entitlement to any distribution from

Realtyco as a shareholder thereof.

32 pajeic v. Sadek (2012), 9 B.L.R. (5th) 235 (B.C. S.C.), affirmed 2013 BCCA 440 (B.C. C.A)), at para.
141, per Maisonville J.; Monitor's BOA, Tab 2.

3 gixth Report at Section 5.1, para. 2, p. 8.

% gixth Report at Section 4.0, para. 1, p. 8.

Tor#: 3548694.2
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PART IV ~ RELIEF SOUGHT

47. The motion to dismiss the Monitor’s disallowance of UCI’s claim against

| Bay LP on the basis of the $6 Million Promissory Note should be dismissed.

48. The motion to confirm the validity and enforceability of the $2 Million

Promissory Note should be dismissed.

49, In the event that the Alternative Relief is considered, 25% of the

payments made should be directed to the Monitor on behalf of Realtyco.

ALL OF WHICH IS RESPECTFULLY SUBMITTED this 26" day of April, 2017.

7
=

-

Robin B. Schwill
Davies Ward Phillips & Vineberg LLP

Lawyers for the Monitor

Tor#; 3548694.2



-16 -

SCHEDULE "A"
The Townhouses of Hogg's Hollow Inc.
King Towns Inc.
Newtowns at Kingtowns Inc.
Deaja Partner (Bay) Inc.

TCC/Urbancorp (Bay) Limited Partnership

Tor#: 3548694.2



17 -

SCHEDULE "B"
LIST OF AUTHORITIES

Primary Sources

1. Federal Discount Corporation Ltd. v. St. Pierre, (1962) 32 D.L.R (2d) 86
(O.C.A).

2. Palcic v. Sadek (2012), 9 B.L.R. (5th) 235 (B.C. S.C.).

Secondary Sources

3. Sarna, L. Law of Cheques and Promissory Notes (loose-leaf) Toronto:
Carswell.
4, Geva B., Volume Il Negotiable Instruments and Banking Toronto: Emond

Montgomery Publications Ltd., 1995.

5. Crawford, B., Law of Banking and Payment in Canada (loose-leaf), Toronto:
-Carswell.
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ksv advisory inc.

COURT FILE NO.: CV-16-11548-00CL

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 (WOODBINE) INC. AND URBANCORP (BRIDLEPATH]} INC., THE
TOWNHOUSES OF HOGG’S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT
KINGTOWNS INC. AND DEAJA PARTNER (BAY) INC. (COLLECTIVELY, THE
“APPLICANTS”)

AND IN THE MATTER OF TCC/URBANCORP (BAY) LIMITED PARTNERSHIP

SIXTH REPORT OF KSV KOFMAN INC. AS CCAA MONITOR

MARCH 21, 2017

1.0 Introduction

1. On April 25, 2016, Urbancorp (Woodbine) Inc. (“Woodbine”) and Urbancorp
(Bridlepath) Inc. (“Bridlepath”) 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, ¢. B-3, as amended (the "NOI Proceedings™. Jointly, Woodbine and
Bridlepath are referred to as the “Companies”. KSV Kofman Inc. ("K8V") 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 October 18, 2016 (the “Initial Order Date”), the Applicants
(which include the Companies) and TCC/Urbancorp (Bay) Limited Partnership (“Bay
LP” and together with the Applicants, the “Bay CCAA Entities”) were granted
protection under the Companies’ Creditors Arrangement Act (the “*CCAA”) and KSV
was appointed monitor (the “Monitor”).

3. The Bay CCAA Entities consist of Bay LP, Deaja Partner (Bay) Inc. (‘Degja”) and
the following wholly-owned subsidiaries of Bay LP:

Woodbine

Bridlepath

The Townhouses of Hogg's Hollow Inc. (‘Hogg’s Hollow”)
King Towns Inc. (“King Towns")

Newtowns at Kingtowns Inc. (“Newtowns”)

e ® © @ &
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Deaja is the general partner of Bay LP. Each of the Bay LP subsidiaries is a
nominee for Bay LP and, as such, their assets and liabilities are assets and liabilities
of Bay LP.

4., The entities below are the known direct or indirect wholly-owned subsidiaries of
Urbancorp Cumberland 1 LP (“Cumberland”):

Urbancorp (St. Clair Village) Inc. (“St. Clair”)
Urbancorp (Patricia) Inc. (*Patricia”)

Urbancorp (Mallow) Inc. (“Mallow”)

Urbancorp (Lawrence) inc. (“Lawrence”)

High Res Inc.

King Residential Inc. (“King Residential”)
Urbancorp (952 Queen West) Inc. ("952 Queen”)
Urbancorp 60 St. Clair Inc. (60 St. Clair”)
Urbancorp New Kings Inc. ("UNKI")

Bridge on King Inc. (“Bridge”)

Urbancorp (North Side) inc.

Urbancorp Partner (King South) Inc. {“King Scuth”)

e © @& © e & & © e e & @

Collectively, Cumberland and its direct and indirect subsidiaries are the
“Cumberland Entities” and each individually is a “Cumberland Entity". Each
Cumberland Entity is a nominee for Cumberland and, as such, the assets and
liabilities of the Cumberland Entities are assets and liabilities of Cumberland. As
referenced in Section 2.3 below, prior to the Urbancorp reorganization (the
“Reorganization”) on or about December 15, 2015, each of the Cumberland
subsidiaries listed above was a subsidiary of Bay LP.

5. Each of the Cumberland Entities, but for UNKI, is subject to a CCAA proceeding (the
"Cumberland CCAA Proceeding") separate from the CCAA proceedings involving
the Bay CCAA Entities. The entities listed below comprise the remaining entities in
the Cumberland CCAA Proceeding:

Urbancorp Toronto Management Inc. ("UTMI”)

Urbancorp Downsview Park Development Inc. ("Downsview Park”)
Urbancorp Power Holdings inc.

Vestaco Homes Inc.

Vestaco Investments Inc. (*Vestaco”)

228 Queens Quay West Limited

Urbancorp Residential Inc. ("URI")

Urbancorp Realtyco Inc. (“Realtyco”)

Urbancorp Cumberland 1 GP

4 @ @ B & & B @ &

The entities above, together with the Cumberland Entities, excluding UNKI, are the
sGumberland CCAA Entities”. Except for UTMI, the above entities are direct or
indirect wholly-owned subsidiaries of Urbancorp inc. (*UCI"). UTMlis believed to be
wholly owned by Alan Saskin.

6. KSV, as Monitor of the Cumberland CCAA Entities, has filed various reports to
Court. The reports filed by KSV, as Monitor of the Bay CCAA Entities and the
Cumberland CCAA Entites can be found on KSV's website at
http://www.ksvadvisory.com/insolvency-cases/urbancorp-group/.

ksv advisory inc. Page 2 of 11



7. Corporate charts for each of the Bay CCAA Entities and Cumberland CCAA Entities
are attached as Appendices “A” and "B, respectively. For the purposes of this
Report, the Bay CCAA Entities and the Cumberland CCAA Entities, together with
their affiliates, comprise the Urbancorp Group (the “Urbancorp Group”).

8. On the Initial Order Date, an order (the “Claim Procedure Order”) was made by the
Court to establish a procedure for the identification and quantification of certain
claims against the Bay CCAA Entities and against the current and former officers
and directors of the Bay CCAA Entities.

9. In response to the Claims Procedure Order, UC! submitted a $6,051,486.96 claim
dated November 8, 2016 (the “Claim’). The Claim was in respect of a $6 million
promissory note dated December 11, 2015 issued by Bay LP in favour of UTMI, as
assigned to UCI, plus interest. A copy of the Claim is attached as Appendix "C".

10. On December 9, 2016, the Monitor issued a Notice of Revision or Disallowance (the
“Disallowance”) to UCI, disallowing the Claim in its entirety. A copy of the
Disallowance is attached as Appendix “D",

11. On February 22, 2017, Guy Gissin ("Gissin’), the Israeli court-appointed functionary
officer and foreign representative (the “Foreign Representative”) of UCI filed a

motion (the “Foreign Representative Motion”) with this Court. The relief sought in
the Foreign Representative Motion includes:

e Setting aside the Disallowance;

e Confirming the validity of a $2 million promissory note dated December 11,
2015, originally issued by Bay LP in favour of UTMI and subsequently
assigned to Realtyco'; and

® In the alternative, a declaration that the first $8 million, plus interest, of funds
that Vestaco? receives from Bay LP are held in trust for UCI and Realtyco and
are to be paid to the Foreign Representative on behalf of UCI (the "Alternative
Relief”).

1.1 Purposes of this Report
1. The purposes of this report (the “Report’) are to:

a)  Detail the Monitor's review of information pertaining to the Claim and the basis
for the Disallowance;

b)  Recommend the Court make an order approving:

iy this Report;

* Realtyco is a wholly-owned subsidiary of UC! and as such, UC! could potentially benefit from a $2 million
realization by Realtyco from Bay LP.

2 \lestaco, as a nominee for Doreen Saskin, is a registered limited partner of Bay LP. See Section 2.2 and
Appendix "E".
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iy the Monitor's Disallowance;

i) the Monitor's conclusion that there is no debt owing by Bay LP on the $2
million note held by Realtyco; and

iv) in the event that the Alternative Relief is considered, that 25% of the
payments be made to KSV, as Monitor of Realtyco.

1.2 Currency
1. All dollar amounts in this Report are in Canadian dollars.
1.3 Restrictions

1. In preparing this Report, the Monitor has relied upon unaudited financial statements
of the Bay CCAA Entities and Cumberland CCAA Entities, the books and records of
the Bay CCAA Entities and Cumberland CCAA Entities (the “Books and Records”)
and discussions with their management (“Management”), their legal counsel (‘Legal
Counsel’) and their external accountants (*Accountants”). {Collectively,
Management, Legal Counsel and the Accountants are referred to as the
“Representatives”)  The Monitor has considered the explanations by the
Representatives concerning the transactions discussed herein.

2. The Monitor has not performed an audit or 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.

2.0 Background

2.1  General

1. The Urbancorp Group was founded in 1991 by Alan Saskin. The Urbancorp Group
is principally involved in the development of residential real estate projects in the
Greater Toronto Area. There are numerous entities within the Urbancorp Group.
We understand that Mr. Saskin, family members and family trusts are, directly or
indirectly, the ultimate owners of the Urbancorp Group entities.

22 BaylP

1. Bay LP is a limited partnership that the Monitor understands was started in 2008.
Bay LP owned, through nominee corporations, various real estate projects. At the
commencement of the NOI Proceedings, Bay LP owned real estate projects through
its nominees, Woodbine and Bridlepath. The land held in the name of Woodbine and
Bridlepath was sold by KSV on September 30, 2016 and October 14, 2016,
respectively.

ksv advisory inc. Page 4 of 11



2. The ownership of Bay LP is as follows:

° Deaja — General Partner - .01%
s Alan Saskin — Limited Partner — 79.99%
® Vestaco, as nominee for Doreen Saskin — Limited Partner — 20.00%°

Collectively Deaja, Alan Saskin and Vestaco are referred to as the “Partners”.

3. During 2015, in contemplation of and in conjunction with a bond offering in Israel
(the “Israel Bond Offering”), Bay LP transferred Downsview Park to UCI and various
other Bay LP nominees to Cumberland, as set out in Section 1.0.4 of this Report
(the “Transfers”). A more detailed description of the Transfers is provided in the
Monitor's Second Report, dated December 6, 2016 (the “Second Report”). A copy
of the Second Report is attached as Appendix “F”, without appendices.

4. Bay LP does not have any employees or office infrastructure. Management services
are provided to Bay LP by UTMI. Management and other fees charged to Bay LP
by UTMI are described in the Second Report.

2.3 UTMWi

1. UTMI is the only Urbancorp Group entity with employees and an cffice
infrastructure. A description of the services performed and the fees charged by
UTMI to other Urbancorp Group entities is provided in KSV's Eighth Report dated
November 10, 2016 filed in the Cumberland CCAA Entities’ proceedings. A copy of
this report is provided in Appendix “G”, without appendices.

2.4  Accounting and Transactions among Urbancorp Group Entities

1. In the normal course, UTMI received funds on behalf of, or from, other Urbancorp
Group entities, including sale proceeds, purchaser deposits and loans. UTMI also
disbursed funds on behalf of, or to, other Urbancorp Group entities for purposes
such as servicing loans, paying construction costs and paying deposits on real
estate purchases. In addition, UTMI earned fees from other Urbancorp Group
entities.

2. The transactions between UTM! and other Urbancorp Group entities are recorded in
an intercompany account. Entries in the intercompany account were made in the
normal course, with periodic adjustments. The periodic adjustments were often
provided with the assistance of the Accountants.

3 Pyrsuant to a 2008 agreement, Vestaco is to receive a preferred return.
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3.0 Bay LP — UTMI Intercompany Account

1. Bay LP and UTMI maintained an intercompany account (the “Intercompany
Account”), as described in Section 2.4 above, in its general ledger system. Set out
in Appendices “H-1" through “H-8" are copies of the Intercompany Account for the
years 2008 through 2015. A summary of the year end balances is as follows:

Amount owing

by (to) UTMI
$

2008 (1,575)
2009 (3,995,218)
2010 (5,499,757)
2011 (3,268,730)
2012 , 183,616
2013 (1,403,928)
2014 3,537,135
2015 527,655

2. The Foreign Representative Motion references an $8 million fee as the basis for the
debt to support the promissory note that was issued by Bay LP in favour of UTML
The management fee referenced in the Foreign Representative Motion is accounted
for and reflected in the balances above. As evidenced by the table above, UTMI
owed Bay LP $527,655 at the end of 2015. A full description of the management
fee and the promissory notes is provided in the sections below.

4.0 Management Fee and Promissory Notes

1. The management fee referenced in the Foreign Representative Motion relates to a
fee charged by UTMI to Bay LP in respect of the sale of Bay LP’s 49% interest (the
“Sale”) in Downsview Homes Inc. (“Downsview Homes") to Mattamy Homes. A
history of Downsview Homes, the Sale, the management fee and the promissory
notes, is as follows:

® June 28, 2011 — Downsview Homes, a nominee for Downsview Park, which
was the nominee for Bay LP, entered into agreements (the “Purchase
Agreements”) for the purchase of lands (the “Lands”) from Parc Downsview
Park Inc. (“PDP”). The Purchase Agreements were to close upon the rezoning
of the Lands. The date for the closing was unknown at the time of entering into
the Purchase Agreements.

o June 10, 2013 — A consulting agreement (the “Original Fee Agreement”) was
entered into among Bay LP, Downsview Park and UTMI. The Original Fee
Agreement provided, infer alia, that Bay LP would pay UTMI a $9.8 million fee
if Bay LP successfully completed the Sale for an amount in excess of $18
million. The fee would become payable upon an invoice being rendered by
UTMI to Bay LP, which UTMI agreed would not be rendered prior to the
closing of the Purchase Agreements with PDP. At the date of the Original Fee
Agreement, the date of the final closings for the Purchase Agreements was
unknown. The final closings, as it turned out, occurred on June 4, 2015. A
copy of the Original Fee Agreement is attached as Appendix “I”.
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® July 30, 2013 — Bay LP completes the Sale to Mattamy Homes for an amount
in excess of $21 million (the “Sale Price”). From the proceeds of the Sale
Price, UTMI received approximately $14.5 million in two separate payments
($6.8 million and $7.7 million). The proceeds are accounted for and reflected
in the Intercompany Account.

° December 31, 2013 — The 2013 Bay LP Financial Statements reflect a
“Management fees” expense of $1.8 million in the Statement of Earnings.
These management fees were included in the 2013 Bay LP’s Balance Sheet
item “Accounts payable and accruals” of $1,817,030. The $1.8 million accrued
management fee was a portion of the $9.8 million Original Fee Agreement. In
2014, the $1.8 million accrued management fee (plus HST for a total of
$2,034,000) was “billed” and reflected in the Intercompany Account. A copy of
the 2013 Bay LP Financial Statements is attached as Appendix *J".

® December 15, 2014 — An $8 million promissory note (the “Original Promissory
Note”), dated December 15, 2014 was issued by Bay LP in favour of UTML.
The debt supporting the Original Promissory Note was the unbilled balance of
the fee relating to the Original Fee Agreement (i.e. $9.8 million less the $1.8
million fee accrued in 2013). The payment terms of the Original Promissory
Note differ from the payment terms of the Original Fee Agreement; the Original
Promissory Note was “Due on Demand”, whereas the Original Fee Agreement
specifies the fee would be due upon the rendering of an invoice by UTMI to
Bay LP, which would not be rendered prior to the final closing of the Purchase
Agreements. A copy of the Original Promissory Note is attached as Appendix

® December 31, 2014 — The 2014 Bay Financial Statements reflect a
“Management fees” expense of $8 million in the Statement of Earnings. The
management fees were included in the 2014 Bay LP’s Balance Sheet item
“Accounts payable and accruals” item of $8,150,738. The $8 million
management fee was the balance of the $9.8 million Original Fee Agreement.
The $8 million management fee accrual was accounted for and reflected in the
Intercompany Account on June 30, 2015. As at December 31, 2014, the
Intercompany Account reflected $3,537,135 owing by UTMI to Bay LP,
exclusive of the $8 million management fee accrual. A copy of the 2014 Bay
LP Financial Statements is attached as Appendix “L”. In addition, attached is
a copy of the December 31, 2014 Bay LP Trial Balance, which identifies both
the $8 million accrued liability and the $3,537,135 Intercompany Account
balance, as Appendix "M”.

® June 1, 2015 — An amending agreement (the "Amended Fee Agreement”) was
entered into among Bay LP, Downsview Park and UTMI. The Amended Fee
Agreement reduces the fee earned on the Sale by $3.0 million to $6.8 million.
The Amended Fee Agreement also changes the date on which the fee is to be
due and payable to the date of the first advance from bcIMC Mortgage Fund
(“bcIMC”) of the construction financing for the Downsview Park project. The
first funding from bcIMC, although not known at the time of the Amended Fee
Agreement, occurred in 2016. The financing facility provided by bciMC closed
on July 21, 2016. A copy of the Amended Fee Agreement is attached as
Appendix “N”.
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e December 11, 2015 — The $8 million Original Promissory Note was replaced
by a $6 million promissory note (the “$6 Million Promissory Note) and a $2
million promissory note (the “$2 Million Promissory Note”) (collectively the
“Substituted Promissory Notes”). The Substituted Promissory Notes make
reference to the Original Promissory Note (although the Substituted
Promissory Notes state the Original Promissory Note had been issued on
December 11, 2015 rather than December 15, 2014). The terms of the
Substituted Promissory Notes appear to be the same as the Original
Promissory Note except that the Substituted Promissory Notes bear interest
(at 1%), whereas the Original Promissory Note stated there is no interest. The
$6 Million Promissory Note and the $2 Million Promissory Note were assigned
by UTMI on December 11, 2015 to UCI and Urbancorp Management Inc.
(“UMI"), respectively; on the same day, UMI assigned the $2 Million
Promissory Note to Realtyco. Copies of the $6 Million Promissory Note, the $2
Million Promissory Note, the assignment of the $6 Million Promissory Note by
UTMI to UCI, the assignment of the $2 Million Promissory Note by UTMI to
UMI and the assignment of the $2 Million Promissory Note by UMI to Realtyco
are attached Appendices “O”, “P”, “Q”", “R” and "S”, respectively.

® During 2015 — Numerous transactions occurred during 2015 (as set out in
Appendix “H-8"), the net of which resulted in the Intercompany Account
reflecting a balance of $527,655 owing by UTMI to Bay LP at the end of 2015.
Because all of the foregoing is recorded in the Intercompany Account, the
Intercompany Account reflects the management fee in favour of UTMI
pursuant to the Original Fee Agreement and the Amended Fee Agreement.

5.0 Other Matters

51 Reaityco

1. Realtyco is one of the Cumberland CCAA Entities and is a direct, wholly-owned
subsidiary of UCI. The Books and Records of Realtyco do not reflect the $2 Million
Promissory Note from Bay LP. A copy of Realtyco’s September 30, 2016 Trial
Balance is attached as Appendix “T".

2. URI is a nominee for Realtyco. The Books and Records of URI indicate that URI
has substantial liabilities to both other Urbancorp Group entities as well as to third
parties.

5.2 Estimated Bay LP Equity

1. All major assets of Bay LP have been realized upon. Excluding the value, if any, of
the receivable from UTMI, no other realizations are expected to form part of the Bay
LP estate.
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2. The equity that may be available for distribution to the Partners is estimated as

follows:
Balance in Monitor's bank account $ 20,159,300
Less:

o Reserve for administrative expenses 3,000,000

¢ Admitted claims  -vendors 1,661,100

-intercompany 540,000
-Purchasers’ deposits 7,113,700 9,314,800
12,314,800
Estimated equity® before disputed claims $ 7,844500

3. There are disputed claims in Bay LP, aside from the Substituted Promissory Notes.
The disputed claims are:

e Terra Firma Guarantee Claims - $6.5 million
e Employees Claims - $2.4 million

e Homebuyers Damage Claims — Unspecified®
o Tarion - $349 million

4, Until the disputed claims listed above are resolved, there is no certainty that any
distribution would be available for the Partners.

8.0 Monitor’s Conclusions and Recommendations
1. The Foreign Representative Motion seeks the following reliefs:

s Setting aside the Disallowance in respect of the $6 Million Promissory Note
and allowing the Claim;

o Confirming the validity of the $2 Million Promissory Note assigned to Realtyco;
and

@ In the alternative, a declaration that the first $8 million, plus interest, of funds
that are paid by Bay LP to Vestaco are held in trust for UCI and Realtyco and
be paid to the Foreign Representative on behalf of UCL

4 Bay LP is a partnership and as such, does not pay income taxes. There may be taxable income attributed to the
Partners for 2016. The liability for the taxes, if any, fo the Partners is not reflected in the estimated equity.

% The Monitor is having discussions with counsel for certain of the homebuyers that would limit the damage claims.
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2. The bases for the Foreign Representative Motion include:

o The Original Promissory Note was issued as consideration for management
fees that were owed to UTMI in an amount in excess of $8 million;

® The Substituted Promissory Notes were identical to the Original Promissory
Note;

o UCI and Realtyco are holders in due course and as such, are entitled to
enforce the Substituted Promissory Notes without regard to any defect in title
or any personal defences;

° UCI and the Bondholders were consistently reassured through the prospectus
("Prospectus”) of the Israel Bond Issue that the Substituted Promissory Notes
were valid, enforceable and would be transferred to UCI and Realtyco as
prerequisites of the Israel Bond Issue; and

o At the time of the issuance of the Substituted Promissory Notes, the Original
Promissory Note had not been repaid.

3. Based on the information obtained and reviewed by the Monitor and as set out in
this Report, the conclusions of the Monitor are:

e At the date of the issuance of the Original Promissory Note, Bay LP did not
owe UTMI at least $8 million. The factors leading to this conclusion include:

i The payment of the management fee, as set out in the Original Fee
Agreement, which gave rise to the Original Promissory Note, was
contingent on a future event (i.e. the final closing of the Purchase
Agreements), although likely to occur, that had not yet occurred at the
date of the issuance of the Original Promissory Note;

il. Contrary to the terms of the Original Promissory Note, pursuant to the
terms of the Original Fee Agreement, the management fee was not due
and payable until the final closing of the Purchase Agreements and was
not due on demand;

fii. At the date of the issuance of the Original Promissory Note, even if the
full amount of the management fee under the Original Fee Agreement is
taken into account, the indebtedness of Bay LP fo UTMI was
substantially less than $8 million because UTMI owed Bay LP in excess
of $3.5 million, as set out in the Intercompany Account; and

iv. The quantum of the management fee was reduced by the Amended Fee
Agreement; the Amended Fee Agreement pre-dates the time that the
management fee would have been due and payable (i.e. the date of the
first advance by bcIMC) and the time the Substituted Promissory Notes
were issued.

) Contrary to the assertion by Gissin contained in the Foreign Representative
Motion, the terms of the Substituted Promissory Notes were not identical o the
terms of the Original Promissory Note in that the Substituted Promissory Notes
bear interest whereas the Original Promissory Note did not bear any interest.
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o UCI and Realtyco are part of the Urbancorp Group and as such cannot be
third party holders in due course of the Substituted Promissory Notes without
notice.

@ Assurances to the Bondholders through the Prospectus that the Substituted
Promissory Notes were valid, enforceable and would be transferred to UCI
and Realtyco may have been made. Bay LP was not included in the
Prospectus and did not provide such assurances.

° At the date of the issuance of the Substituted Promissory Notes, Bay LP had
fully repaid any such debt obligations to UTMI under the Original Promissory
Note. In fact, at the date of the issuance of the Substituted Promissory Note,
UTMI was indebted to Bay LP after giving full effect to the management fee
created by the Original Fee Agreement and the Amended Fee Agreement.

o The Books and Records of Realtyco do not reflect any amount owing by Bay
LP.

° UCI, as the parent company of Realtyco, is entitled to the equity, if any, in
Realtyco. The Books and Records of URI reflect substantial liabilities to other
Urbancorp Group entities and to third parties. Should the Court decide that
the Substituted Promissory Notes are valid and enforceable, URI, a nominee

of Realtyco, and Realtyco may need the proceeds of the $2 million Promissory
Note to satisfy their liabilities.

4. Based on the information contained in this Report, the Monitor makes the following
recommendations:

® Dismiss the motion to set aside the Disallowance of the Claim;
o Dismiss the motion to confirm the validity of the $2 Million Promissory Note;

@ In the event that the Alternative Relief is considered, that 25%° of the
payments be made to KSV, as Monitor of Realtyco;

® Approve this Report.

All of which is respectfully submitted,

KSV KOFMAN INC.

IN ITS CAPACITY AS COURT-APPOINTED MONITOR OF

URBANCORP (WOODBINE) INC., URBANCORP (BRIDLEPATH) INC., THE TOWNHOUSES
OF HOGG’S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT KINGTOWNS INC.,
DEAJA PARTNER (BAY) INC. AND TCC/URBANCORP (BAY) LIMITED PARTNERSHIP
AND NOT IN ITS PERSONAL CAPACITY

& Realtyco holds the $2 million Promissory Note, which is 25% of the $8 million Original Promissory Note.
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ksv advisory inc.

COURT FILE NO.: CV-16-11549-00CL

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 (WOODBINE) INC. AND URBANCORP (BRIDLEPATH) INC., THE
TOWNHOUSES OF HOGG’S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT
KINGTOWNS INC. AND DEAJA PARTNER (BAY) INC. (COLLECTIVELY, THE
“APPLICANTS”)

AND IN THE MATTER OF TCC/URBANCORP (BAY) LIMITED PARTNERSHIP

SUPPLEMENT TO THE SIXTH REPORT OF K8V KOFMAN INC. AS CCAA
MONITOR

APRIL 4, 2017

1.0 Introduction

1. This report (the “Supplemental Report”) supplements the Sixth Report of the Monitor
dated March 21, 2017 filed in the Bay Entities CCAA proceedings.

1.1 Defined Terms

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

1.2 Purpose of this Supplemental Report

1. Section 2.2 of the Sixth Report stated “Bay LP is a limited partnership that the
Monitor understands was started in 2008”. This Supplemental Report provides
additional information regarding the background of Bay LP.
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2.0 Supplementary Information

1. Bay LP was formed on March 30, 1999, at which time Deaja was the general partner
and Vestaco was the limited partner. At that time, Deaja’s partnership interest in
Bay LP was .01% and Vestaco’s partnership interest in Bay LP was 99.99%.

2. Effective January 1, 2003, Alan Saskin conveyed two properties to Bay LP, in
exchange for which Mr. Saskin became a limited partner in Bay LP. Thereafter, Mr.
Saskin's partnership interest in Bay LP was 79.99%, Vestaco's partnership interest
in Bay LP was reduced to 20.00% and Deaja’s partnership interest remained
unchanged at .01%.

3. On May 15, 2008, an agreement among Deaja, Vestaco and Mr. Saskin provided
Vestaco with a priority return of $7 million, plus interest at 7%, compounded
annually.

3.0 Conclusion

1. The information contained in this Supplementary Report does not affect the
Monitor's conclusions and recommendations set out in the Sixth Report.

* %* *

All of which is respectfully submitted,

PN &
KSY KOFMARN INC.

INITS CAPACITY AS COURT-APPOINTED MONITOR OF

URBANCORP (WOODBINE) INC., URBANCORP (BRIDLEPATH) INC., THE TOWNHOUSES
OF HOGG’S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT KINGTOWNS INC.,
DEAJA PARTNER (BAY) INC. AND TCC/URBANCORP (BAY) LIMITED PARTNERSHIP
AND NOT INITS PERSONAL CAPACITY
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ksv advisory inc.

COURT FILE NO.: CV-~16-11549-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
{CONMIMERCIAL 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 (WOODBINE) INC. AND URBANCORP (BRIDLEPATH) INC., THE
TOWNHOUSES OF HOGG’S HOLLOWY INC., KING TOWNS INC., NEWTOWNS AT
KINGTOWNS INC. AND DEAJA PARTNER (BAY) INC. (COLLECTIVELY, THE

“APPLICANTS”)

AND IN THE MATTER OF TCC/URBANCORP (BAY) LIMITED PARTNERSHIP

SECOND SUPPLEMENT TO THE SIXTH REPORT OF KSV KOFMAN INC. AS

CCAA MONITOR

APRIL 24, 2017

1.0 Introduction

1.

3.

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

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

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

1.1 Purpose of this Second Supplemental Report

1.

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

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

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

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

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

2.2 April 17, 2017 Affidavit

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

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

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

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

@ Deaja (General Partner) — .01%
e Alan Saskin (Limited Partner) — 79.99%
° Vestaco, as nominee for Doreen Saskin (Limited Partner) — 20.00%

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

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

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

2.4 Factum of Foreign Representative

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

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

3. Paragraph 27 of the FR Factum states that the Pro Forma Statements reflect an
$8 million current asset from “related parties”.
4. The Monitor has reviewed the Pro Forma Statements and notes the following:

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

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

3.0 Conclusion

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

All of which is respectfully submitted,

K8V KOFMAN INC.
INITS CAPACITY AS COURT-APPOINTED MONITOR OF

URBANCORP (WOODBINE) INC., URBANCORP (BRIDLEPATH) INC., THE TOWNHOUSES
OF HOGG’S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT KINGTOWNS INC,,
DEAJA PARTNER (BAY) INC. AND TCC/URBANCORP (BAY) LIMITED PARTNERSHIP
AND NOT IN ITS PERSONAL CAPACITY
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ksv advisory inc.

COURT FILE NO.: CV-16-11548-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
{COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.8.C.
1988, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
URBANCORP (WOODBINE) INC. AND URBANCORP (BRIDLEPATH) INC., THE
TOWNHOUSES OF HOGG’S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT
KINGTOWNS INC. AND DEAJA PARTNER {BAY) INC. (COLLECTIVELY, THE
“APPLICANTS”)

AND IN THE MATTER OF TCC/URBANCORP (BAY) LIMITED PARTNERSHIP

THIRD SUPPLEMENT TO THE SIXTH REPORT OF KSV KOFMAN INC. AS CCAA
MONITOR

APRIL 26,2017

1.0 Introduction

1. This report (the “Third Supplemental Report”) supplements the Sixth Report of the
Monitor dated March 21, 2017 filed in the Bay Entities’ CCAA proceedings. The
Monitor's First Supplement fo the Sixth Report is dated April 4, 2017 and the
Monitor's Second Supplement (“Second Supplemental Report”) is dated April 24,
2017.

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

3. This Third Supplemental Report is subject to the restrictions in the Sixth Report.
1.1 Purpose of this Third Supplemental Report

1. The Second Supplemental Report indicated that the partnership interest
(“Partnership Interest”) of Vestaco in Bay LP had been assigned to DS (Bay)
Holdings (‘DS (Bay)”) and that the Monitor had requested documentation relating
thereto. This Third Supplemental Report provides additional information regarding
the aforesaid assignment by Vestaco.
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2.0 Supplementary Information

1. The Monitor stated in the Second Supplemental Report that Vestaco assigned its
Partnership Interest in Bay LP to DS (Bay) in December 2016 and that the Monitor
requested documentation relating to the assignment of the Partnership Interest.

2. On April 25, 2017, Legal Counsel provided the Monitor with the following
documentation regarding the assignment of the Partnership Interest to DS (Bay):

@ Resolutions of the sole director of DS (Bay) dated December 9, 2016
(“Resolutions”) authorizing DS (Bay) to purchase the Partnership Interest from
Doreen Saskin as the beneficial owner thereof. A copy of the Resolutions is
attached as Appendix “A”.

® Memorandum of Agreement dated December 8, 20186 (‘“Purchase
Agreement”), wherein DS (Bay) purchased the Partnership Interest from
Doreen Saskin. A copy of the Purchase Agreement is atlached as
Appendix “B”.

® Declaration of Trust and Acknowledgement dated December 9, 2016 (“Trust
Declaration”), wherein Vestaco declares that it holds the Partnership Interest
as nominee for DS (Bay). A copy of the Trust Declaration is attached as
Appendix “C”.

3. A copy of the corporate profile search for DS (Bay) is attached as Appendix "D". it
lists Doreen Saskin as its sole officer and director.

4. The Monitor has been advised by the Accountants that Vestaco has not received
any distributions from Bay LP since May 15, 2008, the date of the agreement which

provided Vestaco with the Priority Return; however, certain of the income and losses
have been allocated to Vestaco.

5. The Monitor has requested and is awaiting documentation evidencing that Vestaco
had initially held the Partnership Interest as nominee for Doreen Saskin.

3.0 Conclusion

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

All of which is respectfully submitted,

KSY KOFMAN INC.

IN ITS CAPACITY AS COURT-APPOINTED MONITOR OF

URBANCORP (WOODBINE) INC., URBANCORP (BRIDLEPATH) INC., THE TOWNHOUSES
OF HOGG’S HOLLOW INC., KING TOWNS INC., NEWTOWNS AT KINGTOWNS INC.,
DEAJA PARTNER (BAY) INC. AND TCC/URBANCORP (BAY) LIMITED PARTNERSHIP
AND NOT IN ITS PERSONAL CAPACITY
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Urbancorp Cumberland 1 LP
Summary of Assets and Claims
As at February 25, 2017

(C$; unaudited)

Description Notes Amount
Assets available for distribution
Current bank balance 64,724,789
Holdback for costs of administration 10,000,000
Net amount available for distribution 54,724,789
Claims
Admitted vendor and other claims 7,361,275
Home owner deposits 8,193,564
15,554,839
Disputed claims
Tarion Warranty Corporation 1 -
Travelers Insurance Company of Canada 4,402,686
Speedy Electrical Contractors Ltd. 2,323,639
Former employee claims 2,456,934
Toro Aluminum Decoral Inc. 22,819
9,206,078
Total potential claims, before claims of Urbancorp Inc. 24,760,917
Holdback: Damage Claim 2 9,986,397
Total potential claims, before Urbancorp Inc. claims 3 34,747,314
Cash available for distribution, less claims and holdback for damage claims 4 19,977,475
Available for distribution, rounded 20,000,000

1. This analysis excludes a $2.6 billion in claims filed by Tarion Warranty Corporation (“Tarion”).
Substantially all of Tarion’s claims are contingent claims. The Monitor disallowed Tarion’s claims in
full. The Monitor is hopeful that resolution of the home buyer claims will substantially resolve Tarion's

claim. Any distribution requires this claim to be resolved.

2. Inthese proceedings, thirty six (36) home buyers have filed claims for damages in addition to their claim
for deposits. Twenty nine (29) of the home buyers, represented by Dickinson Wright LLP ("Dickinson™),
have not quantified their damage claims. The analysis includes a holdback of $300,000 for each

Dickinson client and the actual amounts claimed for damages by the other seven home buyers.

3. The Monitor admitted a claim of approximately $37.1 million from Urbancorp Inc. This analysis assumes
that the Urbancorp Inc. claim is subordinated to all other claims of Urbancorp Cumberland 1 LP. All

other claims are to be satisfied in full prior to a distribution to Urbancorp Inc.

4.  This analysis does not consider any potential proceeds from the realization of the Geothermal Assets, the
Kingsclub Development, the Downsview project and any condominium units owned by Urbancorp. It
also assumes that Cumberland 1 LP is not responsible for any shortfall related to Urbancorp New King

Inc.
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Urbancorp Cumberland 2 G.P. Inc., Urbancorp Cumberland 2 L.P., Edge on Triangle Park
Inc., Edge Residential Inc., and Bosvest Inc. (collectively, the "Edge Entities")
Estimated Distribution Scenarios as at March 27, 2017 (Note 1)

Notes Low HIGH 1 HIGH 2
(CDN $000's) (CDN $000's) (CDN $000's)
Estimated Realizations

Real estate and mortgages 12,602 13,426 13,426
Other potential realizations 2 - 16,500 20,000
12,602 29,926 33,426
Realization Costs 4,000 4,000 4,000
Net Available Recoveries 8,602 25,926 29,426
Creditor Claims 3
Secured claims 4 1,933 1,933 133
Construction lien and breach of trust claims 5 - 5,937 -
Unsecured creditors 29,967 36,030 41,967

Funds available for distribution to unsecured creditors after payment of secured claims,

construction lien and breach of trust claims, if applicable 6,669 18,056 29,293
Range of estimated distributions to Urbancorp Inc. 6 3,694 8,319 11,587
Notes

1  The Fuller Landau Group Inc. in its capacity as court-appointed Monitor of the Edge Entities cautions the reader that this analysis is preliminary due the
ongoing status of the CCAA claims process. As creditor claim amounts and priorities are resolved there may be a material change in the amount available to
Urbancorp Inc. as an unsecured creditor of the Edge Entities. As well, estimated realizations may be less than projected as the realization process is not yet
complete.

2 These amounts represent potential recoveries from other Edge Entities' assets and potential litigation.

3 The Monitor disallowed $22.1 million in secured claims, $3 million of trust claims, and $1.31 billion of unsecured claims of which Tarion Warranty
Corporation comprised $1.304 billion. The scenarios represented are different due to the potential range of outcomes resulting from the completion of the
claims process and the outcome of certain litigation. As well, the Monitor received approximately 47 notices of dispute in respect of revised or disallowed
claims (representing $31.4 million of potential secured, trust and unsecured claims) which are not reflected in this analysis.

4 Included in this amount is a $1.8 million contingent secured claim.

5  Creditors have filed construction lien and breach of trust claims in the amount of $5.397 million (trust claims: $3.57 million and construction lien claims:
$2.36 million). In the unlikely event that these claims are treated as valid and in priority to the claims of the unsecured creditors, the resulting distribution to
unsecured creditors would be reduced by the amount of the valid trust and/or construction lien claims allowed in the low scenario.

6  Urbancorp Inc.'s allowable claim totals approximately $16.6 million and is treated as an unsecured creditor. Any distribution to Urbancorp Inc. will be
subordinated to all valid secured, construction lien and breach of trust claims and on a pro-rata basis with all other unsecured creditors.
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Companies Regulations (Application for a Compromise or Arrangement) 5762 — 2002
Form 13
(Regulation 25 (c) (4))

In the District Court in Tel Aviv

In the Urbancorp Inc. Canadian company no. 2471774 Inc.
matter of:

By the attorney Adv. Guy Gissin —the Company's Functionary
Of 38B Ha’barzel St, Tel Aviv 69710
Tel: 03-7467777, Fax: 03-7467700

POWER OF ATTORNEY*
I, the undersigned, , Israeli ID (if applicable) creditor
hereby appointed and empower to be my representative at the Company
Creditor Meeting which will take place on or at any deferred Creditor

Meeting and to vote with respect to the Arrangement Plan of URBANCORP INC., as follows:

LIn favor of the acceptance of the Arrangement Plan as published on [__] April 2017
[JAgainst the acceptance of the Arrangement Plan as published on [__] April 2017

CJAt his/her discretion as he/she will deem appropriate under the circumstances and in light of
the data provided to him/her and/or that will be provided to him/her at the Creditors Meeting.

DATED at the day of ,2017.

Signature

Name of Corporate Creditor

Per:

Name and Title of Signing Officer

! published Statutes 5762 No, 6178 dated 27.6.2002 page 868
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Certification of Signature (for Israeli Creditors)

I, Advocate , herby certify that , whom | know personally

/ who identified himself to me by ID card number , signed the above power of

attorney before me.

DATED at the day of ,2017.

Advocate's Signature: ,
Name:

Address:

ID Number

License Number:

Signature Confirmation (for Canadian Creditors)

l, , herby certify that , whom | know personally / who
identified himself to me by [cross out which one is inapplicable] [insert form of ID if
creditor not personally known] , signed the above declaration before me.
DATED at the day of ,2017

Witness Signature: )

Name:

Address:



Companies Regulations (Application for a Compromise or Arrangement) 5762 — 2002
Form 14
(Regulation 25 (c) (5))

In the District Court in Tel Aviv

In the Urbancorp Inc. Canadian company no. 2471774 Inc.
matter of:

By the attorney Adv. Guy Gissin —the Company's Functionary
Of 38B Ha’barzel St, Tel Aviv 69710
Tel: 03-7467777, Fax: 03-7467700

CREDITOR'S AGREEMENT/OPPOSITION TO THE COMPROMISE OR ARRANGEMENT!

[, the undersigned , Israeli ID (if applicable , creditor

(or 1, the undersigned , representative of , creditor)

hereby request the Chairman of the Creditors Meeting to enter my stand with respect to the

Arrangement Plan of URBANCORP INC., as follows:

11 have submitted a debt claim in the amount of , Nis or

,CAD and | am a:

[ISecured Creditor
CJOrdinary Creditor
[IPreferential Creditor
LIEmployee

L1 hold shares in the amount of ,

L1l am in favor of the acceptance of the Arrangement Plan as published on [__] April 2017
L1l am against the acceptance of the Arrangement Plan as published on [__] April 2017

[l object to the following points of the Arrangement Plan:

LIl am in favor of any amendment made to the Arrangement Plan to which a Majority of the
Creditors in my category agrees

L] I am against any amendment made to the Arrangement Plan, even if it may be of advantage to
the creditors.

DATED at the day of ,2017.

! published Statutes 5762 No, 6178 dated 27.6.2002 page 868




Signature

Name of Corporate Creditor

Per:

Name and Title of Signing Officer

Certification of Signature (for Israeli Creditors)

I, Advocate , herby certify that , whom | know personally

/ who identified himself to me by ID card number , signed the above

declaration before me.

DATED at the day of ,2017.

Advocate's Signature: ,
Name:

Address:

ID Number

License Number:

Signature Confirmation (for Canadian Creditors)

l, , herby certify that , whom | know personally / who
identified himself to me by [cross out which one is inapplicable] [insert form of ID if
creditor not personally known] , signed the above declaration before me.
DATED at the day of ,2017

Witness Signature: )
Name:
Address:




