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1.0 Introduction

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

2. On April 25, 2016, the District Court in Tel Aviv-Yafo (the “Israeli Court”) issued a
decision (the “April 25th Decision”) appointing Guy Gissin as the functionary officer
and foreign representative (the “Foreign Representative”) of Urbancorp Inc. (“UCI”)
and granted him certain powers, authorities and responsibilities over UCI, the
ultimate parent of the NOI Entities, on a preliminary basis (the “Israeli Proceedings”).
A copy of the April 25th Decision is attached as Appendix “A”.

3. On May 11, 2016, the Israeli Court made an order authorizing the Foreign
Representative to enter into a protocol between the Foreign Representative and
KSV (the “Protocol”). The Protocol contemplated that the NOI Entities and other
related entities would file for protection under the Companies’ Creditors
Arrangement Act (“CCAA”). The Protocol addresses, inter alia, the sharing of
information between the Foreign Representative and the Monitor, as well as the
manner in which the Foreign Representative is to have input into the restructuring
process. A copy of the Protocol is provided in Appendix “B”.
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4. Pursuant to an order made by the Ontario Superior Court of Justice (the “Court”)
dated May 18, 2016 (the “Initial Order”), the NOI Entities and the entities listed on
Schedule “A” attached to this Report (collectively, the “Cumberland CCAA Entities”)
were granted protection under the CCAA and KSV was appointed monitor (the
“Monitor”). The Initial Order also approved the Protocol.

5. On May 18, 2016, the Court also issued two orders under Part IV of the CCAA
which:

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

b) recognized Mr. Gissin as Foreign Representative of UCI; and

c) appointed KSV as the Information Officer.

6. On May 22, 2016, the Israeli Court issued an order extending the appointment of the
Foreign Representative to September 22, 2016 (the “First Extension Order”). On
June 15, 2016, the Court granted an order recognizing the First Extension Order.

7. On September 15, 2016, the Israeli Court issued an order extending the
appointment of the Foreign Representative to December 22, 2016 (the “Second
Extension Order”). On October 5, 2016, the Court granted an order recognizing the
Second Extension Order.

8. On December 16, 2016, the Israeli Court issued an order extending the appointment
of the Foreign Representative to January 17, 2017 (the “Third Extension Order”).

9. On January 9, 2017, the Israeli Court issued an order extending the appointment of
Foreign Representative to April 8, 2017 and authorizing the Foreign Representative
to convene a meeting of UCI’s creditors in the first quarter of 2017 (the “Fourth
Extension Order” and together with the Third Extension Order, the “Extension
Orders”).

10. This report (the “Report”) is filed in KSV’s capacity as Information Officer.

1.1 Purposes of this Report

1. The purposes of this Report are to:

a) provide background information on the Israeli Proceedings;

b) discuss the Extension Orders;

c) discuss a default judgement (“Default Judgement”) obtained on May 11, 2016
by 1481614 Ontario Inc. (the “Plaintiff”) against UCI and several related
companies (collectively, the “Defendants”), in respect of real estate
commissions allegedly owed to the Plaintiff by the Defendants; and
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d) recommend the Court grant an order:

i. recognizing the Extension Orders; and

ii. setting aside the Default Judgement.

2.0 Background

1. UCI was incorporated in Ontario on June 19, 2015 for the purpose of raising capital
in the public markets in Israel. Pursuant to a deed of trust dated December 7, 2015,
UCI made a public offering of debentures (the “IPO”) in Israel for NIS 180,583,000
(approximately $64 million based on the exchange rate at the time of the IPO) (the
“Bonds”). The Bonds traded on the Tel Aviv Stock Exchange (the “TASE”). UCI is
alleged to have defaulted on the Bonds and trading in the Bonds has been
suspended by the TASE.

2. The majority of the proceeds from the Bonds were used to provide loans to the NOI
Entities so that the NOI Entities could in turn repay their loan obligations owing at
the time. The loan agreements set out that these advances are unsecured and
functionally subordinated to certain other obligations of the NOI Entities.

3.0 Israeli Proceedings Update

1. On May 24, 2016 and June 14, 2016, the Israeli Court issued orders providing that
claims against UCI were to be filed with the Foreign Representative by August 5,
2016 (“Claims Bar Date Order”). On June 15, 2016, the Court recognized the
Claims Bar Date Order. The Information Officer understands that the Foreign
Representative and its Canadian counsel have reviewed all claims and advised
claimants whether their claims have been allowed or disallowed. The Information
Officer is currently obtaining further information regarding the Israeli claims process
in cooperation with the Foreign Representative.

3.1 Extension Orders

1. On December 18, 2016, the Israeli Court issued an order extending the appointment
of the Foreign Representative until January 17, 2017. On January 9, 2017, the
Israeli Court granted an order further extending the appointment of the Foreign
Representative, this time to April 8, 2017.

2. The Fourth Extension Order also authorized the Foreign Representative to convene
a meeting of UCI’s creditors in the first quarter of 2017 in order to consider a plan of
arrangement for UCI (the “Plan”). The Information Officer has been advised that the
Plan will seek to distribute to UCI’s creditors, inter alia, any funds received by UCI
from its subsidiaries, including the Cumberland CCAA Entities. In a report dated
January 8, 2017 filed by the Foreign Representative in the Israeli Proceedings, the
Foreign Representative suggests that KSV, as Monitor of the Cumberland CCAA
Entities, may make a distribution to UCI in the first half of 2017. While the Monitor
is endeavouring to do so, it is not certain that it will be able to meet this
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deadline, as certain claims need to be resolved prior to making distributions.
Additionally, other issues could also arise which may affect the timing of a
distribution. A discussion of the significant claims that the Monitor needs to
resolve prior to making an interim distribution is provided in the Monitor’s Eleventh
Report to Court dated January 23, 2017 (“Eleventh Report”). A copy of the Eleventh
Report is attached as Appendix “C”, without attachments.

3. The Foreign Representative is seeking an order from the Court recognizing the
Extension Orders. The Information Officer supports the relief requested by the
Foreign Representative. A translation of the Extension Orders is provided in
Appendix “D”.

4. Subject to receiving information from the Foreign Representative or its advisors, the
Information Officer intends to file a report to Court in due course regarding the Israeli
claims process, the Plan and the Israeli Proceedings generally.

3.2 Default Judgement Order

1. On March 5, 2016, the Plaintiff issued a statement of claim against the Defendants
in respect of real estate commissions allegedly owed to the Plaintiffs by the
Defendants. A copy of the Statement of Claim is attached as Appendix “E”.

2. On May 11, 2016, the Plaintiff obtained a Default Judgment against the Defendants
in respect of this action. A copy of the Default Judgement is attached as
Appendix “F”.

3. The Default Judgement was obtained after the Foreign Representative’s
appointment. The Information Officer understands that the Foreign Representative
did not become aware of the Plaintiff’s claim or the Default Judgement until the
Plaintiff filed its proof of claim in the Israeli Proceedings.

4. The Information Officer understands that the Plaintiff has consented to the setting
aside of the Default Judgement as against UCI. The Plaintiff is being served a copy
of this Report.

5. The Information Officer recommends that the Court grant an order setting aside the
Default Judgement.

4.0 Conclusion and Recommendation

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

* * *
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All of which is respectfully submitted,

KSV KOFMAN INC.
IN ITS CAPACITY AS INFORMATION OFFICER OF
URBANCORP INC.
AND NOT IN ITS PERSONAL CAPACITY
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PROTOCOL
For Co-operation Among Canadian Court Officer and Israeli Functionary

BETWEEN:

GUY GISSIN , in his capacity
as Functionary Officer appointed by
the Israeli Court for Urbancorp Inc.

- and -

KSV KOFMAN INC., in its capacity
as proposal trustee and proposed monitor
of certain subsidiaries of Urbancorp Inc.

WHEREAS KSV Kofman Inc. (“KSV”) was appointed the proposal trustee in respect of each of
Urbancorp (Lawrence) Inc., Urbancorp (Mallow) Inc., Urbancorp (Patricia) Inc., Urbancorp
(St. Clair Village) Inc., Urbancorp Downsview Park Development Inc. and Urbancorp Toronto
Management Inc. (the “Initial Subsidiaries”), in notice of intention filings made by each of the
Initial Subsidiaries under the Bankruptcy and Insolvency Act (“BIA”) on April 21, 2016 (the
"Proposal Proceedings");

AND WHEREAS Guy Gissin was appointed as Functionary Officer on a preliminary basis (the
“Israeli Parentco Officer”) of Urbancorp Inc. ("Parentco"), the parent of the Initial
Subsidiaries, by order of the District Court in Tel Aviv-Yafo (the “Israeli Court”) dated
April 25, 2016 (the "Israeli Functionary Order") in case number 44348-04-16 Reznik Paz Nevo
Trusts Ltd. Vs. Urbancorp Inc. (the "Israeli Proceedings");

AND WHEREAS it is anticipated that, with the exception of Bosvest Inc., Edge Residential Inc.
and Edge on Triangle Park Inc., which are in separate BIA proposal proceedings with the Fuller
Landau Group Inc. as proposal trustee, and Urbancorp Cumberland GP 2 Inc., Urbancorp
Cumberland 2 LP and Westside Gallery Lofts Inc. (the "Excluded Subsidiaries"), all of the
direct and indirect subsidiaries of Urbancorp Inc. (collectively, excluding the Excluded
Subsidiaries, the "Applicants") will bring an application in the Ontario Superior Court of Justice
– Commercial List (the "Canadian Court") for relief pursuant to the Companies' Creditors
Arrangement Act (the "CCAA Proceedings") wherein the Proposal Proceedings will be taken up
and continued within the CCAA Proceedings;

AND WHEREAS it is anticipated that the Israeli Parentco Officer will seek to have the Israeli
Functionary Order and its role as the Israeli Parentco Officer recognized by the Canadian Court
for the purpose of representing the interests of Parentco and participating as a stakeholder
representative in the Applicants' CCAA Proceedings in connection with protecting the interests
of Parentco's creditors, including the holders of the bonds issued on the Tel Aviv Stock
Exchange (the "Parentco Bonds") pursuant to a deed of trust dated December 7, 2015 (the
"Parentco Bond Indenture");
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AND WHEREAS KSV and the Israeli Parentco Officer have agreed to work cooperatively on
the terms set out herein to attempt to maximize recoveries through an orderly process for the
stakeholders of Parentco and the Applicants (collectively, the "Urbancorp Group");

NOW THEREFORE, the Israeli Parentco Officer and KSV agree to implement the following
protocol to cooperate with each other to maximize recoveries for the stakeholders of the
Urbancorp Group:

1. The Israeli Parentco Officer will file an application under Part IV of the Companies'
Creditors Arrangement Act (“CCAA”), seeking recognition of the Israeli Proceedings
and of his appointment as foreign representative of Parentco thereunder, such application
to seek recognition of the Israeli Proceedings as the “foreign main proceeding” with
respect to Parentco. That application will include a request to appoint KSV as the
Information Officer with respect to the Part IV CCAA proceedings of Parentco (the
“Part IV Proceedings”).

2. The Applicants will commence the CCAA Proceedings, proposing KSV to be appointed
as Monitor with augmented powers so as to control ordinary course management and
receipts and disbursements of funds for the Applicants. KSV acknowledges that the
Israeli Parentco Officer shall have standing to appear before the Canadian Court as the
representative of Parentco in the CCAA Proceedings.

3. The Israeli Parentco Officer and KSV agree that, with respect to the CCAA Proceedings:

(a) KSV shall provide the Israeli Parentco Officer with regular and timely
information updates regarding the ongoing status of the CCAA Proceedings as
they unfold. KSV will also provide information and updates to the Israeli
Parentco Officer prior to the commencement of the CCAA Proceedings;

(b) The Israeli Parentco Officer shall provide KSV with at least three business days'
prior notice (including full materials, translated into English) of any proceeding,
motion or action it takes in the Israeli Court that will negatively impact the
Applicants or the CCAA Proceedings. The Israeli Parentco Officer will also
provide information and updates to KSV prior to the commencement of the
CCAA Proceedings;

(c) KSV shall provide the Israeli Parentco Officer with at least three business days'
prior notice (including full materials, translated into English) of any proceeding,
motion or action it takes in the Canadian Court that will negatively impact the
Urbancorp Inc. or the Israeli Proceedings. KSV will also provide information and
updates to Israeli Parentco Officer prior to the commencement of the CCAA
Proceedings;

(d) KSV shall provide to the Israeli Parentco Officer copies of all information
pertaining to the Applicants:

(i) in KSV's possession that KSV considers material; or
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(ii) as reasonably requested by the Israeli Parentco Officer,

provided that KSV, in good faith, is not of the view that such information is
subject to privilege or confidentiality restrictions. If KSV is of the view that such
information is subject to privilege or confidentiality restrictions, then KSV shall
so inform the Israeli Parentco Officer and shall seek directions from the Canadian
Court on notice to the affected parties in the CCAA Proceedings as to whether
there are any restrictions which would prevent the disclosure of such information
to the Israeli Parentco Officer.

(e) The Israeli Parentco Officer shall provide to KSV, in its capacity as the
Information Officer of Parentco in the Part IV Proceedings, copies of all
information pertaining to the Israeli Proceedings:

(i) in the Israeli Parentco Officer's possession that it considers material to the
Israeli Proceedings and is not subject to privilege or confidentiality
restrictions; or

(ii) as reasonably requested by KSV, provided that this shall not entitle KSV
or any party requesting information through them to receive information
on ongoing reviews or investigations being undertaken by the Israeli
Parentco Officer or others in connection with the Israeli Proceedings; and

(f) KSV will run an orderly dual track sale and restructuring process with respect to
the Applicants, subject to approval by the Canadian Court in the CCAA
Proceedings, which will consider both development opportunities and
opportunities to sell the properties of the Applicants. KSV will design such
process collaboratively, with the Israeli Parentco Officer, with the understanding
that at any time during the pendency of the sales process, should an offer come
forward with respect to any or all of the Applicants contemplating a restructuring
or other option which is acceptable to both KSV and the Israeli Parentco Officer,
the sale process may be truncated in order to pursue the other option with respect
to the Applicant(s) in question. Alternatively, should the sale process continue to
the point of submission of bids, subject to Section 4(b) below, copies of all bids
will be provided to the Israeli Parentco Officer by KSV, and KSV shall discuss
same with the Israeli Parentco Officer, with the objective, but not the obligation,
of hopefully concurring on the course of action to be followed in terms of which
bids to continue negotiating or which bid(s) to select as the successful bidder(s).
KSV acknowledges that, throughout these processes, the Israeli Parentco Officer
may from time to time require instructions and/or directions from the Israeli
Court, and that the process shall be conducted in a fashion to permit the Israeli
Parentco Officer the opportunity to do so on a timeframe consistent with the
urgency of the circumstances then in question. The Israeli Parentco Officer and
KSV agree that, in the event there is a disagreement between the Israeli Parentco
Officer and KSV as to the working out of the sale and restructuring process,
whether it be in terms of selecting an alternative option to a sale (including,
without limitation, pursuing any development opportunities), determining which
bids to proceed to negotiate further, or seeking approval of a particular sale from
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the Canadian Court supervising the CCAA Proceedings, the ultimate decision and
course of action shall be determined by the Canadian Court on application by
KSV for directions and provided that the Israeli Parentco Officer shall have
standing as representative of Parentco to make full representations to the
Canadian Court as to his views and recommendations.

(g) The initial order made in the CCAA Proceedings concerning all of the Applicants
shall contain the following paragraph pertaining to material or non-ordinary
course decisions or disbursements:

THIS COURT ORDERS that the Applicants shall not, without further order of
this Court: (a) make any disbursement out of the ordinary course of its Business
exceeding in the aggregate $100,000 in any calendar month; or (b) engage in any
material activity or transaction not otherwise in the ordinary course of its
Business.

In the event that such paragraph is not included in the initial order for the
Applicants or any of them, then any such disbursement or other material activity
or transaction shall not be made without the order of the Canadian Court.

4. The Israeli Parentco Officer and KSV further agree to cooperate as follows:

(a) to the extent practicable, each shall share with the other copies of materials to be
filed with their respective courts (but not drafts of any such materials), prior to the
public filing of same. This provision may not apply to materials submitted in the
course of seeking directions from the Canadian Court in the event of a
disagreement between the Israeli Parentco Officer and KSV over the working-out
of the sale process; and

(b) The Israeli Parentco Officer agrees that any information provided to him by KSV
in the course of the sale process or concerning any restructuring alternatives, shall
remain confidential and not be disclosed to any party without KSV’s consent, not
to be unreasonably withheld, it being acknowledged that the Israeli Parentco
Officer shall be entitled to provide information to its advisors (provided they
agree to be bound by the confidentiality restrictions detailed herein) and to both
the Israeli Court and the Official Receiver of the Israeli Ministry of Justice, in
each case on a sealed and private basis to obtain directions as needed, or as may
be set forth in the Non-Disclosure Agreement executed by the Israeli Parentco
Officer on May 11, 2016.

5. The Israeli Parentco Officer and KSV acknowledge that, at present, KSV has the amount
of CDN$1.9 million in a trust account, which funds KSV received from Urbancorp
Partner (King South) Inc. ("UPKSI"), and which funds KSV has proposed to utilize as a
form of interim funding for certain costs of the CCAA Proceedings, to be secured by a
priming charge in favour of UPKSI against the assets of the entities utilizing the funds.
KSV acknowledges that it will seek to obtain, as soon as possible, a general purpose DIP
loan from third party sources and sufficient to repay amounts borrowed from UPKSI,
using what are otherwise unencumbered assets of the Applicants (the "DIP Loan").
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Upon being able to draw sufficient funds under the DIP Loan (which DIP Loan subject to
the approval of the Canadian Court), KSV agrees that it will repay to UPKSI the interim
loan made to that date in the preceding sentence from the DIP Loan and that it will, as the
court-appointed monitor of UPKSI and subject to Court approval in the Part IV
Proceedings, make available funds from that CDN$1.9 million as an interim loan from
UPKSI to Urbancorp Inc., to be secured by a priming DIP charge against the assets of
Urbancorp Inc., to assist in the funding of the costs of the Part IV Proceedings including
the reasonable costs incurred by the Israeli Parentco Officer in connection with the Part
IV Proceedings, the reasonable fees and disbursements of the Israeli Parentco Officer’s
Canadian counsel and the Information Officer and its counsel.

6. The Israeli Parentco Officer shall support the commencement of the CCAA Proceedings.
Provided that KSV is acting in good faith and has not engaged in willful misconduct or
gross negligence, the Israeli Parentco Officer shall not take any steps to attempt to
remove KSV as either the proposal trustee under the Proposal Proceedings or the monitor
under the CCAA Proceedings or to in any way to interfere with or seek to limit KSV's
powers in such capacities or to suggest that KSV must take instruction from it or the
Israeli Court or terminate the CCAA Proceedings without the consent of KSV or by order
of the Canadian Court. Nothing herein shall be deemed to grant any additional claims,
rights, security or priority to, or in respect of, the Parentco Bonds or to the trustee under
the Parentco Bond Indenture or to the Israeli Parentco Officer as against the Applicants or
any affiliate or direct or indirect subsidiary of Parentco. In the event of any restriction or
termination of the Israeli Parentco Officer's powers by the Israeli Court, this Protocol
shall be deemed to be modified accordingly such that the Israeli Parentco Officer's
powers and authority hereunder are no greater that those given to him by the Israeli
Court.

7. This Protocol shall be governed by laws of Ontario and the laws of Canada as applicable
and all disputes or requests for direction in connection with this Protocol shall be
determined by the Canadian Court. Nothing herein is or shall be deemed to be an
attornment by KSV to the Israeli Court or the laws of Israel.

8. The Israeli Court Officer and KSV agree to use reasonable efforts to seek to commence
the proceedings noted above on or before May 18, 2016. KSV shall support, to the extent
necessary, an application by the Israeli Parentco Officer to commence the Part IV
Proceedings, on terms consistent with this Protocol, even if commenced before the
CCAA Proceedings.

**THE REMAINDER OF THIS PAGE HAS INTENTIONALLY BEEN LEFT BLANK**
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9. This Agreement is subject to the approval of the Israeli Court and the Canadian Court.

DATED this ______ day of May, 2016.

Name of Witness: Name: GUY GISSIN, the Israeli Parentco
Officer

KSV KOFMAN INC. in its capacity
as proposal trustee and proposed monitor
of certain subsidiaries of Urbancorp Inc.,
and not in its personal capacity

By:
Name: Robert Kofman
Title: President
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1.0 Introduction

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

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

3. On April 25, 2016, Urbancorp (Woodbine) Inc. (“Woodbine”) and Urbancorp
(Bridlepath) Inc. (“Bridlepath”) each filed an NOI. KSV was appointed as the Proposal
Trustee of each of Bridlepath and Woodbine.

4. Pursuant to an Order made by the Court dated October 18, 2016, Bridlepath and
Woodbine and the entities listed on Schedule “B” (collectively, the “Bay CCAA
Entities”, and together with the Cumberland CCAA Entities, the “CCAA Entities”) were
granted protection in a separate CCAA proceeding and KSV was appointed Monitor
of the Bay CCAA Entities.

5. On November 16, 2016, the Court issued Orders extending the stay of proceedings
for the Cumberland CCAA Entities and the Bay CCAA Entities to January 31, 2017.

1.1 Purposes of this Report

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

a) provide an update on the CCAA proceedings of the CCAA Entities;

b) summarize the recommended process to complete sales of 28 condominium units
held by Urbancorp Residential Inc. ("URI") and King Residential Inc.1 (“KRI”) (jointly,
the “Residential Unit Owners”), each of which is a Cumberland CCAA Entity, being
marketed for sale by Brad J. Lamb Realty Inc. (“Brad Lamb Realty”), as approved
by the Court pursuant to an Order issued on December 14, 2016 (“Sale Process
Order”);

c) report on the respective Cumberland CCAA Entities’ and the Bay CCAA Entitles’
consolidated cash flow projections for the period February 1, 2017 to April 30, 2017
(“Cash-Flow Statements”);

1 URI and KRI are nominee companies for Urbancorp Realty Co. and Urbancorp Cumberland 1 LP.
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d) summarize and seek approval of the fees and expenses of KSV, as the Monitor of
the Cumberland CCAA Entities, and its counsel, Davies Ward Philips & Vineberg
LLP (“Davies”), and of WeirFoulds LLP (“WeirFoulds”), counsel to the Cumberland
CCAA Entities;

e) summarize and seek approval of the fees and expenses of KSV, as the Monitor of
the Bay CCAA Entities, Davies, and WeirFoulds, counsel to the Bay CCAA Entities;
and

f) recommend that the Court issue orders:

i. approving the process to complete sales of the condominium units;

ii. granting an extension of the stay of proceedings for the CCAA Entities to
April 30, 2017; and

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

1.2 Currency

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

1.3 Restrictions

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

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

2.0 Update on CCAA Proceedings

2.1 Claims Process

1. Pursuant to Orders issued in the CCAA proceedings, the Monitor was authorized to
conduct claims processes for the Bay CCAA Entities and Cumberland CCAA Entities
(the “Claims Process”). The following sub-sections summarize the major issues that
need to be resolved before the Monitor can make a distribution to creditors.
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2.2 Home Buyer Claims

1. Mallow, Lawrence, St. Clair, Bridlepath and Woodbine (collectively, the “Property
Companies”) each held an interest in real property as bare trustees (collectively, the
“Properties”). The Property Companies intended to develop residential projects. In
connection with the developments, the Property Companies pre-sold 185 freehold
homes and collected deposits totalling $15.6 million from home buyers (the
“Deposits”). There was no statutory or other requirement that the Deposits be held in
trust or otherwise segregated. The Deposits were spent prior to the commencement
of these insolvency proceedings.

2. At the commencement of the CCAA proceedings, the Properties consisted of raw
land. The Property Companies were in the process of obtaining, and in some cases
had obtained, approvals required to develop each of their projects.

3. The Monitor carried out a sale process for the Properties. The Approval and Vesting
Orders in respect of each of the sale transactions provided each purchaser with title
free and clear of all obligations, including the agreements of purchase and sale
entered into between the Property Companies and home buyers (the “Home Buyer
Agreements”). Accordingly, each home buyer has a claim arising from the failure of
the Property Companies to perform the Home Buyer Agreements.

4. Pursuant to the Claims Process, home buyers were not required to file proofs of claim.
Based on the Monitor’s review of the Home Buyer Agreements, it determined that
home buyers only had a claim for the return of their deposits. The Monitor then
prepared each home buyer’s claim and sent it to each home buyer. Home buyers
were entitled to accept the claims as determined by the Monitor or dispute the amount
of the claim by filing an objection notice.

5. Pursuant to Orders issued by the Court on August 29, 2016, Dickinson Wright LLP
("Dickinson") was appointed as representative counsel to home buyers who elected
to “opt in” to being represented by them.

6. Dickinson has filed an objection notice on behalf of 56 home buyers (the “Dickinson
Objection”) (representing approximately 30% of the home buyers). In addition to a
claim for Deposits, Dickinson filed a damage claim which it has yet to be quantified.

7. On January 10, 2017, the Monitor and its counsel, Davies, met with Dickinson to
attempt to formalize a process to resolve the Dickinson Objection. Davies and
Dickinson continue to work on arriving at an agreed process and timetable to resolve
the Dickinson Objection. If an agreement cannot be reached in a timely manner, the
Monitor intends to seek instructions from the Court regarding next steps.
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2.3 Tarion Warranty Corporation

1. Tarion Warranty Corporation (“Tarion”) filed 21 claims aggregating a total of
approximately $5.8 billion against the Cumberland CCAA Entities and 8 claims
aggregating approximately $349 million against the Bay CCAA Entities. Substantially
all of Tarion’s claims are contingent claims. The Monitor disallowed Tarion’s claims
in full. The majority of the claims were disallowed because the claims were against
entities that did not construct any homes or dwelling units. In addition, on certain
projects, Tarion claimed a deposit warranty claim. Tarion protects the deposits paid
for all new homes up to a maximum of $40,000 per home. As discussed above, the
Claims Process provided for the deposit claims of home buyers to be accepted as a
claim against the CCAA Entity, subject to objection by the home buyer. Accordingly,
all claims for the return of deposits have been made as against the CCAA Entities.
The Tarion deposit warranty claim was therefore duplicative of the home buyer
deposit claim and was disallowed on the basis of the common law rule against double
proofs.

2. The Monitor understands that Tarion would like to preserve a claim for dwelling
deficiencies in connection with the CCAA Entities’ projects. Tarion backstops
warranty coverage to new home owners in connection with the construction of their
homes for a seven year period. The Bridge on King Inc. is the only CCAA Entity that
still qualifies for the Tarion warranty coverage.

3. The Monitor is continuing to have discussions with Tarion to resolve their claims. The
Monitor is hopeful that resolution of the home buyer claims will substantially resolve
the Tarion claims, thus allowing for a distribution to all creditors.

2.4 Israeli Proceedings

1. Urbancorp Inc. (“UCI”) is the direct or indirect shareholder of the Cumberland CCAA
Entities2. UCI was incorporated on June 19, 2015 for the purpose of raising capital in
the public markets in Israel. Pursuant to a deed of trust dated December 7, 2015, UCI
made a public offering of debentures (the “IPO”) in Israel for NIS 180,583,000
(approximately $64 million based on the exchange rate at the time of the IPO) (the
“Bonds”). The Bonds traded on the Tel Aviv Stock Exchange (the “TASE”). UCI is
alleged to have defaulted on the Bonds and trading in the Bonds has been suspended
by the TASE.

2. The majority of the proceeds from the Bonds were used by UCI to provide loans to
the NOI Entities (other than UTMI) so that those entities could in turn repay certain of
their loan obligations owing at the time. The loan agreements between UCI and the
NOI Entities set out that these advances are unsecured and functionally subordinated
to certain other obligations of the NOI Entities.

2 Other than UTMI.
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3. On April 25, 2016, the District Court in Tel Aviv-Yafo (the “Israeli Court”) issued a
decision appointing Guy Gissin as the functionary officer and foreign representative
(the “Foreign Representative”) of UCI and granted him certain powers, authorities and
responsibilities over UCI (the “Israeli Proceedings”).

4. On May 18, 2016, the Court issued two orders under Part IV of the CCAA (the "Part
IV Proceedings") which, among other things:

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

b) recognized Mr. Gissin as foreign representative of UCI; and

c) appointed KSV as the Information Officer in the Part IV Proceedings.

5. On January 9, 2017, the Israeli Court made an order (the “January 9th Order”):

a) extending the appointment of the Foreign Representative by 90 days to April 8,
2017; and

b) authorizing the Foreign Representative to convene a creditors’ meeting in order
to approve a plan of arrangement for UCI (the “Plan”).

6. The Monitor understands that the Plan will seek to distribute to UCI’s creditors, inter
alia, any funds received by UCI from its subsidiaries, including distributions from the
Cumberland CCAA Entities. As of the date of this Report, the Monitor has not been
provided a copy of the Plan and has no further details regarding the Plan.

7. The Monitor further understands that the Foreign Representative will be seeking an
Order in the Part IV Proceedings recognizing the January 9th Order. Further
information concerning the January 9th Order will be provided in a report or reports to
be filed in the Part IV Proceedings by KSV in its capacity as the Information Officer in
those proceedings.

2.5 Geothermal Assets

1. Subsidiaries of UCI have an interest in geothermal assets (collectively, the
“Geothermal Assets”) located at four condominium projects developed by entities in
the Urbancorp Group of Companies. The Geothermal Assets provide heating and
cooling to condominium projects through geothermal power. The condominium
projects are as follows:

Condominium Name Address

Edge 36 Lisgar Street, Toronto

Curve 170 Sudbury Street, Toronto

Bridge 38 Joe Shuster Way, Toronto

Fuzion 20 Joe Shuster Way, Toronto
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2. The Geothermal Assets are primarily comprised of: (i) geothermal energy systems;3

and (ii) geothermal energy supply agreements between Urbancorp Renewable Power
Inc. (“URPI”), a corporation that is not a subsidiary of UCI and that is not subject to
CCAA proceedings, and the relevant condominium corporation (collectively, the
“Condo Corporations”) to manage each of the geothermal energy systems and to deal
with and collect revenues from the Condo Corporations (collectively, the “Supply
Agreements”). The Monitor's understanding is that URPI is supposed to distribute the
revenue to the Urbancorp entity that holds the geothermal energy system, less a
management fee of approximately 3%.

3. The Condo Corporations have failed to make payments under their Supply
Agreements since March, 2016. The Monitor understands that URPI has initiated
litigation proceedings against the Condo Corporations for failure to pay for the
geothermal services. URPI has advised the Monitor that it expects this litigation to be
heard in the next few months.

4. Contemporaneous with the litigation with the Condo Corporations, the Monitor is
considering options for realizing on the Geothermal Assets. It has engaged in
discussions with an interested party in this regard.

2.6 Downsview

1. Downsview Homes Inc. (“DHI”) owns land located at 2995 Keele Street in Toronto,
which is being developed into condominiums and low-rise residences (the
“Downsview Project”). The Downsview Project consists of two phases. The first
phase consists of approximately 560 townhomes and is expected to be completed in
2017. The second phase is a midrise condominium which will consist of
approximately 500 residential units. Construction has not commenced on the second
phase and is not expected to be completed until about 2020.

2. The shares of DHI are owned by Downsview (51%) and Mattamy (Downsview)
Limited, an affiliate of Mattamy Homes (“Mattamy”) (49%).

3. Construction on the Downsview Project is being managed by Mattamy. Downsview
participates as financial partner on the project.

3 The registered owners of the geothermal energy systems appear to be Vestaco Homes Inc. (Bridge), Vestaco Investments Inc.
(Curve) and 228 Queen’s Quay West Ltd. (Edge), each of which is a Cumberland CCAA Entity. The registered owner of the Fuzion
geothermal energy system appears to be Urbancorp New Kings Inc. and Urbancorp Management Inc., each as to 50% and each of
which is not subject to CCAA proceedings. The Fuller Landau Group Inc. (“Fuller Landau”), in its capacity as Monitor of certain of
the other entities in the Urbancorp Group of Companies, including Edge Residential Inc., Edge on Triangle Park Inc. and Bosvest
Inc. (collectively, the “Edge Companies”), has indicated that the Edge Companies may have an interest in certain of the geothermal
energy systems.
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4. Downsview has no material assets other than the shares of DHI. The shares are
subject to transfer restrictions and co-ownership obligations with, and a pledge in
favour of, Mattamy.

5. The Monitor is continuing to oversee this project, which has the potential to generate
significant value for stakeholders in these proceedings.

2.7 Urbancorp New Kings Inc.

1. Urbancorp Cumberland 1 LP, a Cumberland CCAA Entity, is the shareholder of
Urbancorp New Kings Inc. (“UNKI”). UNKI is not subject to the CCAA proceedings.
UNKI owns a 50% interest in a development located at 1100 King Street West,
Toronto (the “Kingsclub Development”). The remaining 50% interest of the Kingsclub
Development is owned by King Liberty North Corporation (“KLNC”), an affiliate of First
Capital (S.C.) Corporation (“FCSCC”).4

2. The Kingsclub Development is a significant project presently under construction and
is to consist of residential and retail space together with related residential and retail
parking space.

3. Pursuant to the Initial Order, Robert Kofman, the President of KSV and the person
with primary oversight of these proceedings on behalf of the Monitor, or such
representative of KSV as Mr. Kofman may designate in writing from time to time, was
appointed to the management committee of the Kingsclub Development in place of
Alan Saskin, the sole officer and director of UNKI.

4. The Monitor, KLNC and FSSCC have entered into a Court-approved standstill
agreement in respect of the Kingsclub Development (the “Standstill Agreement”). The
Standstill Agreement is intended to facilitate an orderly completion of the Kingsclub
Development. The Monitor is continuing to oversee the Kingsclub Development with
a view to generating recoveries from this asset. The recoveries, if any, cannot be
quantified at this time.

5. Further information concerning the Standstill Agreement is provided in the Monitor’s
Tenth Report to Court dated December 9, 2016 (“Tenth Report”). A copy of the Tenth
Report is attached as Appendix “A”, without appendices

3.0 Residential Units Sale Process

1. Pursuant to the Sale Process Order, Brad Lamb Realty is marketing the Residential
Units for sale. In order for the Monitor to convey clean title to the Residential Units
without the requirement to attend in Court for each of the 28 unit sales, the Monitor is
requesting authority from the Court to complete transactions for the Residential Units
provided it is satisfied with the purchase price and other terms of the transaction.

4 Kings Club Development Inc., a nominee entity, is the registered owner of the Kingsclub Development on behalf of its beneficial
owners, UNKI (50%) and KLNC (50%).
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2. In order to facilitate the process, the Monitor is seeking approval of a form of Purchase
and Sale Agreement (“PSA”) in respect of the Residential Units and authorization to
execute the PSA. The Monitor is also prospectively seeking Court approval of a form
of Approval and Vesting Order (the “Approval and Vesting Order”) in respect of the
sale of the Residential Units. Copies of the draft PSA and Vesting Order are attached
as Appendix “B” and “C”, respectively.

3. Given that the sale process has already been approved pursuant to the Sale Process
Order, the Monitor recommends that the Court issue an order approving the forms of
PSA and the Approval and Vesting Order as doing so is more efficient and less costly
than seeking the Court’s approval of each condominium sale.

4. Following the completion of all transactions, the Monitor will file with the Court a report
detailing the sale price of each of the Residential Units.

4.0 Cash Flow Forecasts

1. The Cumberland CCAA Entities and Bay CCAA Entities have each prepared
consolidated cash flow projections for the period February 1, 2017 to April 30, 2017
(the "Period"). The Cash-Flow Statements and the CCAA Entities’ statutory reports
on the cash flow pursuant to Section 10(2)(b) of the CCAA are attached as
Appendix “D” and “E”, respectively.

2. The CCAA Entities’ principal assets are proceeds from various real property
transactions; the CCAA Entities’ operations do not generate positive cash flow. The
expenses in the Cash-Flow Statements include payroll, general and administrative
expenses and professional fees.

3. Both the Cumberland CCAA Entities and the Bay CCAA Entities have sufficient cash
on hand to pay all disbursements during the Period.

4. Based on the Monitor’s review of the Cash-Flow Statements, there are no material
assumptions which seem unreasonable in the circumstances. The Monitor’s statutory
reports on the cash flows are attached as Appendix “F”.

5.0 Request for an Extension

1. The CCAA Entities are seeking an extension of the stay of proceedings from
January 31, 2017 to April 30, 2017. The Monitor supports their request for extensions
of the stay of proceedings for the following reasons:

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

b) no creditor will be prejudiced if the extensions are granted;

c) it will allow the Cumberland CCAA Entities and the Monitor further time to deal
with other assets owned by the Cumberland CCAA Entities, including the
Residential Units, Downsview, the Geothermal Assets and UNKI;



ksv advisory inc. Page 10

d) it will allow the Monitor to stay apprised of and consider issues in the Israeli
Proceedings;

e) it will allow the Monitor the opportunity to address issues in the claims process,
including the Dickinson Objection; and

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

6.0 Professional Fees

1. The fees and disbursements of the Monitor, Davies and WeirFoulds are summarized
below.

($)

Firm Period Fees Disbursements Total

Cumberland CCAA Entities

KSV Aug 1/16 – Dec 31/16 658,099.25 5,001.01 663,100.26

Davies Aug 1/16 – Dec 31/16 462,802.50 10,643.13 473,445.63

WeirFoulds Aug 19/16 – Nov 30/16 184,002.50 1,983.21 185,985.71

Total 1,304,904.25 17,627.35 1,322,531.60

Bay CCAA Entities

KSV Oct 18/16 – Dec 31/16 119,170.50 670.96 119,841.46

Davies Oct 1/16 – Dec 31/16 47,096.50 61.05 47,157.55

WeirFoulds Aug 19/16 – Nov 30/16 89,507.50 1,465.54 90,973.04

Total 255,774.50 2,197.55 257,972.05

2. Detailed invoices are provided in appendices to the affidavits filed by representatives
of KSV, Davies and WeirFoulds which are provided in Appendices “G”, “H” and “I”,
respectively.

3. The average hourly rates for the Monitor, Davies and WeirFoulds are as follows:

Firm Average Hourly
Rate ($)

Cumberland CCAA Entities
KSV 472.42
Davies 874.86
WeirFoulds 606.86

Bay CCAA Entities
KSV 484.63
Davies 890.29
WeirFoulds 538.55

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

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

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.
IN ITS CAPACITY AS CCAA MONITOR OF
THE CCAA ENTITIES
AND NOT IN ITS PERSONAL CAPACITY
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Urbancorp Toronto Management Inc.

Urbancorp (St. Clair Village) Inc.

Urbancorp (Patricia) Inc.

Urbancorp (Mallow) Inc.

Urbancorp Downsview Park Development Inc.

Urbancorp (Lawrence) Inc.

Urbancorp (952 Queen West) Inc.

King Residential Inc.

Urbancorp 60 St. Clair Inc.

High Res. Inc.

Bridge on King Inc.

Urbancorp Power Holdings Inc.

Vestaco Homes Inc.

Vestaco Investments Inc.

228 Queen’s Quay West Limited

Urbancorp Cumberland 1 LP

Urbancorp Cumberland 1 GP Inc.

Urbancorp Partner (King South) Inc.

Urbancorp (North Side) Inc.

Urbancorp Residential Inc.

Urbancorp Realtyco Inc.
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Urbancorp (Woodbine) Inc.

Urbancorp (Bridlepath) Inc.

The Townhouses of Hogg’s Hollow Inc.

King Towns Inc.

Newtowns at Kingtowns Inc.

Deaja Partner (Bay) Inc.

TCC Urbancorp (Bay) Limited Partnership
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