
  

  

  Court File No. 16-CV-11472-00CL  

ONTARIO 
SUPERIOR COURT OF JUSTICE 

(COMMERCIAL LIST) 

 

GROSVENOR PARK MEDIA FUND L.P. 

Plaintiff 

- and - 

ARC PRODUCTIONS LTD., ARC HOLDINGS INC., ARC INVESTMENTS LTD., 
ARC/DARK CRYSTAL PRODUCTIONS INC., KICK PRODUCTIONS LTD., IN THE 
JUNGLE PRODUCTIONS INC., TF I PRODUCTIONS INC., BL II PRODUCTIONS 
INC., ARCADIA PRODUCTIONS LTD., EGGS LTD., PRINCESS PRODUCTIONS 
INC., UNDERZOO PRODUCTIONS INC., HOLE IN THE BELLY PRODUCTIONS 

LTD., SIR SIMON PRODUCTION LTD., SAMURAI PRODUCTIONS LTD., THOMAS 
MURRAY, KALLAN KAGAN and PETER KOZIK 

Defendants 

THIRD REPORT OF DELOITTE RESTRUCTURING INC., 
RECEIVER OF ARC PRODUCTIONS LTD., ET AL. 

(September 2, 2016) 

1. This report is filed by Deloitte Restructuring Inc. (the “Receiver”) in its capacity as 

receiver of the assets, properties and undertakings of Arc Productions Ltd. and the other 

corporate Defendants (collectively, “Arc” or the “Company”) and the other Property as 

defined in the Receivership Order granted by the Honourable Mr. Justice Penny on 

Wednesday, August 10, 2016 (the “Receivership Order”).   

2. The Receiver has provided the Court with the following reports: 
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(a) a first report of the Receiver (in its former capacity as Interim Receiver) 

dated August 8, 2016 in connection with the receiver’s recommendation 

that a full receivership order be granted; 

(b) a second report of the Receiver dated August 16, 2016 in connection 

with the Receiver’s recommendation for the approval of the sale of 

substantially all of the assets and undertaking of Arc to Jam Filled 

Entertainment (Toronto) Inc. (“Jam Filled”). 

Copies of these reports and other materials relevant to the Receivership can be 

accessed from the Receiver’s website at www.insolvencies.deloitte.ca.   

3. In preparing this Third Report, the Receiver has been provided with, and has relied upon 

unaudited, draft and/or internal financial information, the Company’s books and records, 

discussions with former management of the Company, and information from third-party 

sources (collectively, the “Information”).  Except as described in this Third Report: 

(a) the Receiver has reviewed the Information for reasonableness, internal 

consistency and use in the context in which it was provided.  However, the 

Receiver has not audited or otherwise attempted to verify the accuracy or 

completeness of the Information in a manner that would wholly or partially 

comply with Canadian Auditing Standards (“CAS”) pursuant to the Chartered 

Professional Accountants Canada Handbook and, accordingly, the Receiver 

expresses no opinion or other form of assurance contemplated under CAS in 

respect of the Information; and 

(b) the Receiver has prepared this Third Report in its capacity as a Court-appointed 

officer to support the Court’s approval of the relief being sought.  Parties using 
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the Third Report, other than for the purposes outlined herein, are cautioned that it 

may not be appropriate for their purposes. 

A. Purpose of the Report 

4. The Receiver files this Third Report to report on the following issues and support the 

Receiver’s recommendation that the Court provide the relief sought: 

(a) the activities of the Receiver since August 16, 2016 in respect of 

administering these receivership proceedings;  

(b) the Receiver’s future activities required in respect of administering these 

receivership proceedings; 

(c) the assignment of the Peter Street lease to the landlord; 

(d) the statement of receipts and disbursements to August 26, 2016; 

(e) the fees of the Receiver and its legal counsel for the period from August 

6 to 26, 2016; and, 

(f) the Receiver’s recommendations to the Court. 

B. Background 

5. Arc is a corporation incorporated under the laws of Ontario. Arc has its head office in 

Toronto, Ontario. Arc is in the business of providing animation and computer graphic 

services to the film and television industry. Prior to the Interim Receivership, Arc had 

approximately 550 full time and contract employees. 
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6. Each of the other corporate defendants (the “Corporate Guarantors”) has its head office in 

Toronto, Ontario, and each is a subsidiary and/or affiliate of Arc. 

7. Thomas Murray, Kallan Kagan and Peter Kozik, are the only shareholders of Arc 

Investments Ltd., the ultimate indirect parent of Arc.   The Receiver understands that 

Murray, Kagan and Kozik have resigned as Directors of Arc. 

8. On Friday, July 29, 2016, the Plaintiff, Grosvenor Park Media Fund L.P. (the “Lender”), 

brought a motion seeking the appointment of an Interim Receiver over Arc and certain 

other property.  That motion was granted by the Honourable Mr. Justice Wilton-Siegel 

and the Interim Receiver was appointed pursuant the Interim Receivership Order dated 

July 29, 2016 (the “Original Interim Receivership Order”).  Pursuant to the endorsement 

accompanying the Original Interim Receivership Order, the fact of the receivership order 

was to remain confidential and the Interim Receiver was not to implement the powers 

provided to it pending a return conference on August 2, 2016. 

9. On Tuesday, August 2, 2016, the Lender sought and obtained the (fresh) Interim 

Receivership Order.  

10. Pursuant to paragraph 14 of the Interim Receivership Order, the employment of all of the 

employees of Arc and the Corporate Guarantors (as defined therein) was terminated.  The 

operations of Arc in the ordinary course ceased as of the opening of business on August 

2, 2016. 
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11. On Wednesday, August 10, 2016, the Receivership Order was granted by the Honourable 

Mr. Justice Penny. 

C. Activities of the Receiver since August 16, 2016 

12. Prior to the closing of the Jam Filled sale transaction, the Receiver and Jam Filled 

negotiated an Amended and Restated Asset Purchase Agreement (“Amended and 

Restated APA”). 

13. The Receiver proceeded to close the sales transaction with Jam Filled on August 22, 

2016.  A copy of the Receiver’s Certificate evidencing the closing of the Amended and 

Restated APA on August 22, 2016 is attached to this Third Report as Appendix “A”. 

14. Following the closing, the Receiver facilitated the transfer of purchased assets to Jam 

Filled and subsequently exited the remainder of the Premises not being assumed under 

the Amended and Restated APA (being the three floors on 134 Peter Street, Toronto).  

Identified lease agreements not assigned to Jam Filled were terminated and arrangements 

were made with the lessors to return their respective assets.  The Receiver has also 

negotiated transfer agreements with owners of digital property where such customers 

have not entered into other arrangements with Jam Filled.   

15. The Receiver has continued to administer employees’ Wage Earner Protection Program 

Act (“WEPP”) applications and responded to employee inquiries as received.  The 

Receiver has provided to Koskie Minsky, Court-appointed representative counsel to 

former employees of Arc, with the information it has requested to date. 
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16. As reported in the Second Report, the largest asset of the Arc estate is film tax credit 

recoveries from Ontario Computer Animation and Special Effects (“OCASE”), Ontario 

Production Services Tax Credit (“OPSTC”) and Production Services Tax Credit 

(“PSTC”) filings.  The Receiver has engaged specialist consultants to compile production 

and financial information, and to prepare and file 2015 and 2016 OCASE, OPSTC and 

PSTC tax returns and credit applications.  Specific activities in this regard included: 

(a) Preparation and filing of Canadian Audio-Visual Certification Office 

(“CAVCO”) applications relating to the PSTC tax credits, including 

remittance of filing fees; 

(b) Obtained and filed 2012 and 2014 missing production certificates with 

CRA to permit their review and audit of these outstanding credits; 

(c) Compiled information to permit the preparation and filing of 2015 tax 

returns for TF I Productions Inc. and BL II Productions Inc., both of 

which are wholly-owned subsidiaries of Arc, in order to claim credits 

for certificates we received; and 

(d) Responded to outstanding information requests from CAVCO and 

provided further documentation for past submissions as required. 

17. The Receiver has contacted CRA to arrange for a trust examination with regards to the 

employee income tax deduction arrears and GST/HST arrears.  On or about August 17, 
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2016, the CRA asserted that the Company is liable for unpaid GST/HST in the amount of 

approximately $582,999.  

D. Assignment of Lease of Peter Street Premises 

18. The landlord of  the Peter Street premises formerly occupied by Arc has requested that 

the Receiver assign to it the Receiver's  right, title and interest in the Peter street premises 

lease on an 'as is' basis. The Receiver ceased to occupy the Peter street premises on 

August 25, 2016, and accordingly has had no further need of the premises since that date. 

 As the landlord has agreed to reimburse the Receiver for its reasonable fees, costs, and 

expenses of effecting the assignment, including preparation and attendance in court, and 

as the Receiver has determined that there is otherwise no prejudice to the interests of 

stakeholders, the Receiver has agreed to accommodate the landlord's request to assign the 

lease to the landlord. 

E. Future Receivership Activities Required 

19. Pursuant to the Amended and Restated APA, the Receiver is holding rights under certain 

contracts identified by Jam Filled in trust for a specified period following August 22, 

2016 (the “Hold Period”) in order for the counterparties to these contracts to provide 

consent to the transfer or assignment or otherwise.  The Amended and Restated APA 

requires Jam Filled to pay all counterparty costs, expenses and other liabilities incurred or 

accruing after August 22, 2016 and until the expiration of the Hold Period or the 

termination of the contracts.  At this time, negotiations are continuing with two 

counterparties. 
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20. The Receiver will continue to facilitate the return of digital property where applicable. 

21. The Receiver will take such steps as are required to compile documentation, prepare 

filings and administer the collection of OCASE, OPSTC and PSTC credits recoverable 

for all periods up to August 2, 2016. 

22. The Receiver will complete the filing of corporate and HST tax returns, and other 

statutory reporting requirements pursuant to the Bankruptcy and Insolvency Act. 

F. Statement of Receipts and Disbursements 

23. The actual receipts and disbursements of the Receiver up to and including August 26, 

2016 are summarized in the Receiver’s Statement of Receipts and Disbursements 

attached to this Third Report as Appendix “B”.  As at August 26, 2016, there is a surplus 

of receipts over disbursements, before accrued receivership liabilities, of $1,889,888. 

Total actual receipts is $2,148,666 which is comprised of the following major receipts: 

(a) Canadian dollar cash on hand of $1,838,764; and 

(b) U.S. dollar cash on hand of $278,902. 

Total actual disbursements is $258,779 which is comprised of the following 

major disbursements: 

(a) Receiver’s first interim billing of $92,986 (excluding HST); 

(b) Receiver’s legal counsel’s first interim billing of $28,182 (excluding 

HST); and 
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(c) Payment to contract employees of $80,105. 

G. Fees of the Receiver and its Legal Counsel 

24. Professional fees and disbursements charged by the Receiver in relation to the 

administration of the receivership for the period from August 6 to August 26, 2016 were 

$303,146 (excluding HST).  A copy of the Receiver’s account for this period is included 

in the affidavit of Paul Casey sworn September 1, 2016 and is attached here as Appendix 

“C”. 

25. Professional fees and disbursements charged by the Goldman Sloan Nash & Haber LLP, 

independent legal counsel to the Receiver, for the period from August 6 to August 26, 

2016 were $86,199 (excluding HST).  A copy of the GSNH’s account for this period is 

included in the affidavit of Mario Forte sworn September 2, 2016 and is attached here as 

Appendix “D”. 

H. Recommendation 

26. The Receiver recommends that the Court make an order: 

(a) Approving the assignment of the Peter Street lease; 

(b) Approving the reported actions of the Receiver since August 16, 2016 to date in 

administering these receivership proceedings; 

(c) Approving of the fees of the Receiver and its legal counsel for the period from 

August 6 to August 26, 2016; and 
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All of which is respectfully submitted at Toronto, Ontario this 2nd day of September, 2016. 

 

Deloitte Restructuring Inc., 
solely in its capacity as the  
Court-appointed receiver of  
Arc Productions Ltd. 

 
Per:  ____________________________________ 
 Paul M. Casey, CPA, CA, FCIRP 

Senior Vice-President 
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Description Amount Notes

Receipts
Cash on hand and other receipts - CAD$ 1,838,764$              
Cash on hand - USD$ 278,902                   1
Administration of asset transfers and occupancy cost recoveries 31,000                     2

Total actual receipts 2,148,666                

Disbursements
Receiver's fees 92,986                     4
Receiver's legal counsel fees 28,182                     4
Contract employees 80,105                     3
Tax credits administration fees 30,000                     
HST paid post-receivership 18,936                     
Utilities 7,220                       
Miscellaneous disbursements 1,280                       
Official receiver filing fee 70                            

Total actual disbursements 258,779                   

Excess of Receipts over Disbursements 1,889,888$              

Notes:
1

2
3

4 Includes first interim billing of the Receiver and its legal counsel.

In the Matter of the Receivership of Arc Productions Ltd. ("Arc")
Statement of Receipts and Disbursements

The Receiver contracted certain of the Arc employees to assist with records of employment, Wage Earner 
Protection Program, T4s, tax credit administration, computer systems backup.

For the period from August 2 to 26, 2016

This amount is translated at an exchange rate of 1.3.

Reimbursement of costs by Arc customers.
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