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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

NOTICE OF MOTION 4
(returnable January 27, 2017 to amend Order)

Deloitte Restructuring Inc. in its capacity as the Court-appointed receiver and manager (in
such capacity, the “Receiver”), without security, of all the assets, undertakings and properties
(collectively, the “Property”) of Arc Productions Ltd. and its subsidiaries and affiliates,
which consist of the other corporate defendants described in the title of proceedings
(collectively, “Arc”) will make a Motion to a Judge of the Commercial List, on Friday,
January 27, 2017 at 9:30 a.m. or soon after that time as the motion can be heard, at 330

University Avenue, 8th Floor, Toronto, Ontario.
THE PROPOSED METHOD OF HEARING: The motion is to be heard orally.

in writing under subrule 37.12.1(1) because it is made without notice;
in writing as an opposed motion under subrule 37.12.1(4); or

X orally.



THE MOTION IS FOR:

1. an order amending the Order of Justice Newbould made December 22, 2016 to direct
the Recelver to assign only Arc Productions Ltd. into bankruptcy and to assign any other

corporate defendant into bankruptey if the Receiver deems it necessary or advisable to do so;

2. an Order abridging the timing for filing of this Notice of Motion and the Motion

Record and validating the manner of service, if applicable; and

3. such further and other relief that the moving party may request and this Honourable

Court may consider just.

THE GROUNDS FOR THE MOTION ARE:

4, On December 20, 2016, the Honourable Mr. Justice Newbould of the Ontario Superior

Court of Justice granted an Order authorizing the Receiver to assign Arc into bankruptey.

5. The Receiver was advised that it cannot assign Arc into bankruptcy on a procedurally
consolidated basis without a Court order. Consequently, the amended Order of Mr. Justice
Newbould made December 22, 2016 was obtained procedurally consolidating the bankruptcy
filings.

6. Notwithstanding the procedural consolidation, discussions between the Receiver and
the Official Receiver revealed that it would be necessary to commence separate bankruptcy

proceedings for all respondents.

7. Based on the fact that apart from Arc Productions Ltd., no corporate respondent
carried on a separate business as more particularly disclosed in the supplement to Fourth
Report filed herein, the additional costs which would be incurred in commencing and

administering separate estates do not justify such additional filings at this time.



8. The proposed amendment will not prejudice any stakeholders and will likely result in

a more cost effective administration.

9. Rules 1.04(1), 1.04(2), 2.03, 37 and 60.02(1)(d) of the Rules of Civil Procedure,
R.R.O. 1990, Reg. 194,

10. Such further and other grounds as counsel may advise and this Honourable Court may

permit.

[intentionally left blank)]



THE FOLLOWING DOCUMENTARY EVIDENCE WILL BE USED AT THE
HEARING OF THE MOTION:

(a) Supplement to the Fourth Report of the Receiver, dated January 18, 2017; and

(b) Such further and other evidence as counsel may advise and this Honourable

Court may admit.

January 24, 2017 GOLDMAN SLOAN NASH & HABER LLP
480 University Avenue, Suite 1600
TORONTO, ON M5G 1V2
Fax: 416-597-3370

Mario Forte (LSUC #:27293F)
Tel:  416-597-6477
Email:forte@gsnh.com

Lawyers for Deloitte Restructuring Inc. in its
capacity as the Court appointed Receiver of Arc
Productions Ltd. and its affiliates

TO: THE SERVICE LIST
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Schedule “A”

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

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE MR. ) FRIDAY, THE
) -
JUSTICE NEWBOULD ) 27" DAY OF JANUARY, 2017

BETWEEN:
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 I1
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

ORDER

THIS MOTION is made by Deloitte Restructuring Inc. in its capacity as the Court-
appointed receiver and manager (in such capacity, the “Receiver™), without security, of all the
assets, undertakings and properties (collectively, the “Property”) of Arc Productions Ltd. and its
subsidiaries and affiliates, which consist of the other corporate defendants described in the title
of proceedings (collectively, “Are”) for an order amending the Orders of the Honourable Mr.
Justice Newbould dated December 20, 2016 and December 22, 2016 was heard this day at 330

University Avenue, Toronto, Ontario.



2.

ON READING the supplement to the Fourth Report of the Receiver, the Orders granted
by Justice Newbould on December 20, 2016 and December 22, 2016 authorizing and directing
the Receiver to assign the Debtors into bankruptcy, and on hearing the submissions of counsel

for the Receiver, and upon being advised that the Plaintiff consents to the proposed amendment,

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion 1s hereby abridged and validated so that this motion is properly returnable today and

hereby dispenses with further service thereof.

2. THIS COURT ORDERS that the Receiver is hereby authorized and directed to
forthwith assign Arc Productions Ltd. into bankruptcy and if deemed necessary or advisable in

the future to do so, to assign the remaining corporate defendants into bankruptcy.

3. THIS COURT ORDERS that except as amended by this order nothing in this Order
affects the Orders granted by this Court on December 20, 2016 and December 22, 2016, in this

maltter.
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TAB 2



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., INTHE
JUNGLE PRODUCTIONS INC., TF I PRODUCTIONS INC., BL I PRODUCTIONS
INC., ARCADIA PRODUCTIONS LTD., EGGS LTD., PRINCES‘S PRODUCTIONS
INC., UNDERZOO PRODUCTIONS INC., HOLE IN 1HL BELLY PRODUCTIONS
LTD,, SIR SIMON PRODUCTION LTD,, SAMURAI PRODUCTIONS LTD., THOMAS
MURRAY, KALLAN KAGAN and PETER KOZIK

Defendants

SUPPLEMENT TO THE FOURTH REPORT OF DELOITTE RESTRUCTURING INC,,
RECEIVER OF ARC PRODUCTIONS LTD., ET AL.
(January 18, 2017)

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 L.td. and the other
corporate Defendants (collectively, “Arc” or the “Company™) and th.e 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:



(a)

(b)

(©

(d)

-7 -

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,

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”);

a third report of the Recciver dated September 2, 2016 in connection
with the Receiver’s assignment of the Peter Street lease to the landlord

and other relief

a fourth report of the Receiver dated December 5, 2016 in connection
with the Receiver’s recommendation, should GP’s bankruptcy motion
be granted, to authorize and direct the Receiver to pay such amounts to
the Trustee in Bankruptey (the “Trustee”) as may be required to fund
Arc’s bankruptcy estate from the receivership proceeds eligible to be
distributed to GP by the Receiver, from proceeds in the Receiver’s

possession.

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

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




(S

In preparing this Supplement to the Fourth 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 Supplement to the Fourth Report:

(a)

(b)

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

respect of the Information; and

the Receiver has prepared this Supplement to the Fourth Report in its capacity as
a Court-appointed officer to support the Court’s approval of the relief being
sought, Parties using the Supplement to the Fourth Report, other than for the
purposes outlined herein, are cautioned that it may not be appropriate for their

purposes.

Purpose of the Report

The Receiver files this Supplement to the Fourth Report to report on the following issues

and to provide support for the Receiver’s recommendation that the Court provide the

relief sought:



-4 -

(a) the assignment of Arc Productions Ltd. into bankruptey and if deemed
necessary or advisable in the future to do so, to assign any of the other

corporate defendants into bankruptey; and,

(b) the Receiver’s recommendation to the Court.

Background

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

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.

Thomas Murray, Kallan Kagan and Peter Kozik, are the only sharcholders of Arc
Investments Ltd., the ultimate indirect parent of Arc. The Receiver understands that

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

On Friday, July 29, 2016, GP 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 (ihe “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



10.

11.

12.

13.

-5-

Receiver was not to implement the powers provided to it pending a retarn conference on

August 2, 2016.

On Tuesday, August 2, 2016, the Lender sought and obtained ‘the Fresh as Amended

Interim Receivership Order (the “August 2, 2016 Ordet™).

Pursuant to paragraph 14 of the August 2, 2016 Order, the employment the employees of
Arc and the Corporate Guarantors (as delined therein) was deemed to have been
terminated as of August 1, 2016, The operations of Arc in the ordinary course ceased as

ol the opening of business on August 2, 2016.

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

Mr. Justice Penny.

Bankruptey of Arc Productions Ltd. on a Standalone Basis

On Tuesday, December 20, 2016, an Order (the “December 20 Order”) was granted by
the Honourable Mr. Justice Newbould that authorized and directed the Receiver to assign
the Arc Productions Ltd. and the other corporate Defendants into bankruptcy. The Order
also empowered and authorized, but not obligated, the Receiver to act as the Trustee of

the Company.

The Receiver has since determined that only Arc Productions Ltd. should be assigned
into bankruptcy at this time to avoid an unnecessary multiplicity of procecdings further

supported by the following:



(@

(b)

(©)

(d)

(e)

-6 -

‘The Receiver has obtained an independent, written legal opinion from
Goldman Sloan Nash & Haber LLP (“GSNH”) with respect to the
validity and enforceability of GP’s security (the “Security Opinion™).
According to the Security Opinion, it is GSNH’s view that, subject to
the customary qualifications and limitations included therein, GP’s
security is valid and enforceable against all of the assets, properties and
undertakings of Arc. A copy of the Security Opinion is attached as
Appendix “A” in the Fourth Report of the Receiver. All federal and
provincial tax credits are spccifically pledged as sccurity for the
advances of GP to Arc. The bankruptcy of these special purpose entities

would not affect the security interest of GP in these entities;

All of the other corporate defendants are wholly owned subsidiaries of

Arc Productions Lid.;

All operating and payroll bank accounts were held under the name of
Arc. Blocked bank accounts were set up for other entities for the
purposes of collecting tax credit refunds from Canada Revenue Agency

and remitting to GP;

All leases and equipment contracts cntered into were between the

vendors and Arc;

All employment contracts entered into were between the employees and

Arc; and



-7 -

® All accounting transactions were recorded under Arc and at year end,
Arc’s accounting staff would deconsolidate the records into separate
entities for tax purposes. Audited financial statements are prepared

annually under the consolidated entity Arc.

If there is a necessity to file assignments for the other corporate defendants, the Receiver

will consider doing so.

bD. Recommendation

14, The Receiver recommends that the Court make an order:

(a) Authorizing the Receiver to assign Arc Productions Ltd. into bankruptey
and if deemed necessary or advisable in the future to do so, to assign

any of the other corporate defendants into bankruptcy.

All of which is respectfully submitted at Toronto, Ontario this 18" day of January 2017.

Deloitte Restructuring Inc.,
in its capacity as
Court-appointed Receiver of
Arc Productions Litd.

/
\

AL ~
\

i
i

Per:

Paul M. Casey, CPA,\CA, FCIRP
Senior Vice-President
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TAB 3



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

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

GROSVENORPARKMEDIAFUND 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., paUNDERZOO PRODUCTIONS INC., HOLE IN THE BELLY PRODUCTIONS
LTD., SIR SIMON PRODUCTION LTD., SAMURAI PRODUCTIONS LTD., THOMAS
MURRAY, KALLAN KAGAN and PETER KOZIK

Defendants

E-MAIL
SERVICE LIST

(as at December 20,
2016)

- Cbntactkj

Party |

GOODMANS LLP J()e' Latham
Barristers & Solicitors gel’.' 412-597-‘11511
Bay Adelaide Centre ax:  416.979.1234
333 Bay Street, Suite 3400 Email: jlatham@goodmans.ca

I 01'9nto, ON Jason Wadden

M5H 287 Tel:  416.597.5165

Fax: 416.979.1234

Email: jwadden@goodmans.ca

Counsel to Grosvenor Park Media Fund LP,

the Applicant
1e Applican Jesse Mighton

Tel:  416.597.5148
Fax: 416.979.1234
Email: jmighton@goodmans.ca




DENTONS LLP
Barristers & Solicitors
Toronto-Dominion Centre
77 King Street West, 400
Toronto, ON

MS5SK OAl

Counsel to Bank of America

Kenneth D. Kraft

Tel:  416.863.4374

Fax: 416.863.4592

Email: kenneth.kraft(@dentons.com

Tevia Jeffries
Tel: 604. 691.6427
Email: tevia.jeffries@dentons.com

Danijel Augustinovic
Tel: 416. 863. 4396
Fax: 647.285. 8074

Email: danijel.ausustinovic@dentons.com

GOLDMAN SLOAN NASH & HABER LLP
Barristers & Solicitors

480 University Ave, 1600

Toronto, ON

MS5G 1V2

Counsel to Deloitte Restructuring Inc.

Mario Forte

Tel:  416.597.6477
Fax: 416.597.3370
Email: forte@gsnh.com

Sanja Sopic

Tel: 416.597.7876
Fax: 416.597.3370
Email: sopic@gsnh.com

KOSKIE MINSKY LLP
Barristers & Solicitors

20 Queen Street West, 900
Toronto, ON

MS5H 3R3

Counsel to Former Employees of Arc Productions
Ltd.

Andrew J. Hatnay
Tel:  416.595.2083
Fax:  416.204.2872

Email:ahatnay@kmlaw.ca

STIKEMAN ELLIOTT LLP
5300 Commerce Court West
199 Bay Street

Toronto, ON

MS5L 1B9

Counsel to Jam Filled Entertainment
(Toronto) Inc.

Simon Romano
Tel: 416. 869.5596
Fax:416.947.0866

Email: sromano(@stikeman.com

Kathryn Esaw
Tel: 416. 869.6820
Fax: 416.947.0866

Email: kesaw(@stikeman.com




THOMAS MURRAY
302 Pinegrove Road

Oakville, ON, L6K3P9

Defendant, Fmmer Director of Arc
Productions Ltd.

Email: jtmurray(@rogers.com

KALLAN KAGAN
51 Park Blvd.
Toronto, ON, M8W 1 HI

Defendant, Former Director of Arc
Productions Ltd.

Email: kittykallan@gmail.com

PETER KOZICK
302 Pinegrove Road

Oakville, ON, L6K 3P9

Defendant, Former Director of Arc
Productions Ltd.

Email: pakozik@gemail.com

ECCLESTON LLP

4020- 66 Wellington Street West

PO Box 230, Toronto Dominion Centre
Toronto, ON M5K 1J3

Counsel to Vestacon Limited

Kenneth P. Eccleston

Tel: 416.504.3364
Fax:416.504.2686
Email: ken@ecclestonllp.com

Sean Clarke

Tel: 416.907.5257

Fax: 416.504.2686

Email: sean(@ecclestonlip.com

FASKEN MARTINEAU DUMOULIN LLP
333 Bay Street, Suite 2400

Bay Adelaide Centre

Toronto ON M5H 2T6

Counsel to Plan Group Inc.

Michael J.W. Round

Tel: 416.868.3426

Fax: 416.364.7813

Email: mround@fasken.com




SIM & MCBURNEY/ SIM ASHTON & Patrick Cotter
MCKAY LLP Tel: 416.849.8365
100 Simcoe Street, Suite 200 Fax:416.595.1163

Toronto, ON M5H 3G2 Email:cotter@simip.com

Counsel to Walt Disney Animation Studios

TORKIN MANES LLP Fay Sulley
151 Yonge Street Tel: 416.863.1188
Toronto, ON MSC2W7 Fax: 1.888.587.5769

Email: fsulley@torkinmanes.com

Counsel for Spin Master Riveting Productions
Inc.

HEADUS (METAMORPHOSIS) PTY. LTD. | Email: jill@headus.com.au
PO Box 1099
Osborne Park DC
WA 6916

Australia

Tel: +61 8 9444 4648

PIXOLOGIC Ofer Alon

Tel: 1-888-748-5967 Founder

Email:ofer@pixologic.com

Jack Rimokh
Founder
Email: jack@pixologic.com

Jaime Labele
Chief Operating Officer
Email: jaime(@pixologic.com

PIXAR ANIMATION STUDIOS Wendy Wirthlin
RenderMan Sales Manager
Pixar Animation Studios
Email: wendyw(@pixar.com
Tel: 510.922.3232




AUTODESK CANADA CO.
10 Rue Duke

Montreal, QC, H3C 2L7
CANADA

Jim Lorenz
Email: jim.lorenz{@autodesk.com

Juan Cuello ‘
Territory Sales Manager — Eastern Canada
Media & Entertainment

DIRECT: +1 (514) 954-3905
MOBILE: +1 (514) 290-3703

FINALTA CAPITAL CII-ITC INC.
3131, boul. St-Martin Ouest, Bureau 500
Laval (Québec) H7T 275

Secured Creditor

Maxime-Jean Gérin, CFA
Président et chef de la direction

Email: mjgerin@@finaltacapital.com

BLANEY MCMURTRY LLP
2 Queen Street East, Suite 1500
Toronto, ON M5C 3G5

Counsel to Sprout Media Productions, LLC and
ZodiaK Kids Studio France (formerly “Marathon
Media™)

David Ullmann

Tel: 416-596-4289

Fax: 416-594-2437

Email: DUllmann(@blaney.com

MATTEL INC.
333 Continental Boulevard, Mailstop M1-1225, El
Segundo, CA 90245

Robert Norton

Legal and Business Affairs

Tel: 310.252.3939

Fax: 310.252.2149

Email: Robert. Norton{@Mattel.com

BLAKE, CASSELS & GRAYDON LLP
199 Bay Street, Suite 4000
Toronto ON M5L 1A9

Counsel to Scalar Decisions Inc.

Aryo Shalviri

Tel: 416.863.2962

Fax: 416.863.2653

Email: aryo.shalvirii@blakes.com




AIRD & BERLIS LLP
181 Bay Street, Suite 1800
Toronto, ON M5J 2719

Counsel to Allied Canadian

Steven Graff

Tel: 416.865.7726

Fax: 416.863.1515

Email: sgraffi@airdberlis.com

Bay Adelaide Centre

333 Bay Street, Suite 2400
P.O. Box 20

Toronto, ON M5H 2T6

Counsel to T&J Animation LLC

FASKEN MARTINEAU DU MOULIN LLP

Aubrey E. Kauffman

Tel: 416.868.3538

Fax: 416.364.7813

Email: akauffman@fasken.com

FILM FINANCES, INC.
900 Sunset Boulevard Suite 1400
Los Angeles, California 90069

Email: ff@ff.com
Tel: 310.275.7323

Fax: 310.275.1706

BALES BEALL LLP
1 Adelaide St E, Suite 2501
Toronto, ON MS5C 2V9

Counsel to FCi Technical Installations Inc.

Kristine J. Anderson
Tel: 416.203. 4548

Fax: 416.203. 4549
Email: kanderson@balesbeall.com
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