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1.0 Introduction

1. Pursuant to an order of the Ontario Superior Court of Justice (the “Court”) made on
December 12, 2016, as amended and restated on December 20, 2016 (the “Amended
and Restated Initial Order”), 1462598 Ontario Inc., carrying on business as Tricon
Films & Television (the “Company”), and its direct and indirect subsidiaries listed on
Appendix “A”(collectively, the Company and the subsidiaries listed on Appendix “A”
are referred to as the “Applicants”) were granted protection under the Companies’
Creditors Arrangement Act (“CCAA”) and KSV Kofman Inc. (“KSV”) was appointed as
Monitor (the “Monitor”). A copy of the Amended and Restated Initial Order is attached
as Appendix “B”.

2. The principal purpose of these restructuring proceedings is to create a stabilized
environment to realize on the Company’s business and assets in an orderly manner,
including its productions, tax credits, accounts receivable and film library.

3. KSV is filing this report (“Report”) in its capacity as Monitor.

4. As at the filing of this Report, the Cash Flow Forecast (as defined below) was being
reviewed by SunTrust Bank (“SunTrust”) and its advisors. SunTrust has not yet
provided its approval to the proposed extension of, and increase of, the DIP facility.
The Monitor’s recommendations set out in this Report are predicated on SunTrust
approving the requested amendments to the DIP facility. The Monitor intends to file
a Supplemental Report to provide SunTrust’s position in this regard. In the event
SunTrust is prepared to extend and increase the DIP facility, the Supplemental Report
will also include a copy of the proposed DIP Amending Agreement.

COURT FILE NO.: CV-16-11634-00CL
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1.1 Purposes of this Report

1. The purposes of this Report are to:

a) provide background information about the Applicants and these proceedings;

b) provide an overview of the activities undertaken by the Applicants and the
Monitor since the filing of the Monitor’s Second Report to Court dated
January 26, 2017 (the “Second Report”);

c) summarize the status of the Court-approved sale process (the “Sale Process”)
for the Company’s business and assets;

d) report on the Applicants’ consolidated cash flow projection for the period ending
March 31, 2017 (“Cash Flow Forecast”);

e) provide the Monitor’s rationale for its support of the Applicants’ request to extend
the stay of proceedings and the DIP facility from February 28, 2017 to March 31,
2017, and to increase the maximum amount that can be borrowed under the
DIP facility from $1.4 million to $1.55 million; and

f) recommend that this Honourable Court make an order:

i. granting the Applicants' request for an extension of their stay of
proceedings from February 28, 2017 to March 31, 2017;

ii. approving an extension of the DIP facility from February 28, 2017 to
March 31, 2017 and an increase in the DIP Facility and DIP Lender’s
Charge (as defined in the Initial Order) from $1.4 million to $1.55 million;
and

iii. approving the Monitor’s activities, as described in this Report.

1.2 Currency

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

1.3 Restrictions

1. In preparing this Report, the Monitor has relied upon unaudited financial information
of the Applicants, the books and records of the Applicants, and discussions with the
Applicants’ management, the Applicants’ counsel and the financial advisor to
SunTrust, Carl Marks Advisory Group (“Carl Marks”). The Monitor has not performed
an audit or other verification of such information. The Monitor expresses no opinion
or other form of assurance with respect to the financial information presented in this
Report or relied upon by the Monitor in preparing this Report. Any party wishing to
place reliance on the Applicants’ financial information is encouraged to perform its
own diligence and any reliance placed by any party on the information herein shall not
be considered sufficient for any purpose whatsoever.
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2. An examination of the Applicants’ Cash Flow Forecast 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 Applicants’
assumptions regarding future events; actual results achieved may vary from this
information and these variations may be material. The Monitor expresses no opinion
or form of assurance on whether the Cash Flow Forecast will be achieved.

2.0 Background

1. The Applicants are production, post-production and distribution companies which
create, develop, produce and distribute television shows and films. The business was
founded in 2000 by Andrea Gorfolova, the Applicants’ President and CEO.

2. Ms. Gorfolova’s affidavit sworn December 9, 2016, filed in support of the Applicants’
application for CCAA protection, provides, inter alia, the Applicants’ background, the
reasons for the commencement of these proceedings and details regarding the
secured creditors of each of the Applicants, including SunTrust, the Applicants’
principal secured creditor and the DIP lender in these proceedings. As at the date of
this Report, SunTrust is owed approximately US$9.9 million (including advances of
$1.4 million under the DIP facility), plus interest and costs which continue to accrue.

3. KSV’s pre-filing report dated December 11, 2016 (the “Pre-filing Report”) provided
additional information on the Applicants. A copy of the Pre-Filing Report is attached
as Appendix “C” (without appendices).

3.0 Applicants’ Activities

1. The Applicants have continued to work diligently and in good faith since the filing of
the Second Report, including:

 collecting tax credits, which recently resulted in a tax credit of approximately
$1.1 million being approved and paid in full by Canada Revenue Agency;

 distributing tax credit realizations to SunTrust in accordance with the DIP facility;

 continuing to operate their business, including the substantial completion of two
shows, being Counterfeit Cat and Timber Creek Lodge;

 corresponding with stakeholders, including networks and producers, in
connection with these proceedings;

 working closely with the Monitor to advance the Sale Process, including
compiling information for diligence requests from prospective purchasers;

 dealing with cash management issues, including reporting to SunTrust, as DIP
lender, as required under the Court-approved DIP facility between SunTrust and
the Applicants;
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 working with the Monitor and legal counsel to respond to information requests
and/or termination notices submitted by stakeholders, including numerous
producers who are counterparties to distribution agreements with the
Applicants; and

 corresponding regularly with Carl Marks on cash management and other issues,
including responding to information requests from Carl Marks in respect thereof.

4.0 Sale Process

1. The Sale Process was approved pursuant to a Court Order made on December 20,
2016.

2. Multiple offers were submitted to the Monitor on or prior to the offer deadline of
January 17, 2017. On January 24, 2017, the Monitor, in consultation with the
Company, SunTrust and their respective advisors, sent a letter to each bidder
requesting, inter alia, that bidders submit final offers and that they provide additional
information and clarification in respect of key considerations for any transaction. Final
offers were submitted to the Monitor on January 27, 2017.

3. On February 6, 2017, an offer was accepted. The offer is subject to additional
diligence and the satisfaction of certain conditions, including Court approval. The
Applicants and the Monitor have been working with the prospective purchaser so that
it can address the issues required to finalize the terms of its transaction. As of the
date of this Report, the prospective purchaser has advised that it has satisfactorily
completed its diligence. Contemporaneously, the parties have been working on
transaction documents.

4. The Monitor anticipates that a sale approval motion will be brought prior to the expiry
of the proposed stay extension period of March 31, 2017.

5.0 DIP Facility

1. The DIP facility was approved pursuant to the Amended and Restated Initial Order.
The Amended and Restated Initial Order provides for, inter alia, a priority DIP Lender’s
Charge covering the full amount ($1.4 million) of the DIP facility. As at the date of this
Report, the Applicants have fully drawn on the DIP facility.

2. The Applicants are seeking to extend the term of the DIP facility from February 28,
2017 to March 31, 2017 and to increase the maximum borrowings thereunder from
$1.4 million to $1.55 million, subject to Court approval. SunTrust is presently
considering this request, including reviewing the Cash Flow Forecast.

3. The Monitor believes it is appropriate to extend the term and increase the amount of
the DIP facility and to increase the amount of the DIP Lender’s Charge. The DIP
facility is necessary to, and is projected to be sufficient to, fund these proceedings, as
reflected in the Cash Flow Forecast. Without the DIP facility, the Applicants will not
have the funding they require to continue to operate and to complete a transaction.
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6.0 Cash Flow Forecast

1. The Applicants have prepared a consolidated Cash Flow Forecast covering the
contemplated stay extension period. The Cash Flow Forecast and the Applicants’
statutory report on the cash flow pursuant to Section 10(2)(b) of the CCAA is attached
as Appendix “D”.

2. The Cash Flow Forecast reflects, inter alia, that the Applicants are projected to require
further advances under the DIP facility totalling $150,000, which, if drawn, will bring
the total amount drawn under the DIP facility to $1.55 million through March 31, 2017.

3. Based on the Monitor’s review of the Cash Flow Forecast, there are no material
assumptions which seem unreasonable in the circumstances. The Monitor’s statutory
report on the cash flow is attached as Appendix “E”.

7.0 Stay Extension

1. The stay of proceedings presently expires on February 28, 2017.

2. The Monitor supports the Applicants’ request for an extension of the stay of
proceedings until March 31, 2017 for the following reasons:

 the Applicants continue to act in good faith and with due diligence;

 the extension is required for the Applicants to complete the Sale Process;

 subject to the extension of the term and increase in the DIP facility, the
Applicants are projected to have sufficient funding available to continue to meet
all of their obligations to the end of the proposed stay extension period;

 completion of the transaction presently being negotiated should maximize
recoveries for SunTrust, as well as other benefits; and

 no creditor will be prejudiced if the extension is granted.

8.0 Overview of the Monitor’s Activities

1. The Monitor’s activities from the commencement of these proceedings through the
date of its Second Report (January 26, 2017) were approved on January 31, 2017.
Since that time, the Monitor’s activities have included:

 corresponding extensively with the Company and its legal counsel in connection
with these proceedings, particularly the Sale Process;

 drafting and filing the Monitor’s supplement to the Second Report dated
January 30, 2017;
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 carrying out the Sale Process in accordance with a Court Order dated
December 20, 2016, including reviewing the revised offers submitted on
January 27, 2017 and working with the prospective purchaser and its legal
counsel on all aspects of the prospective transaction, including facilitating due
diligence;

 reviewing the Company’s weekly reporting package submitted to SunTrust in
accordance with the DIP facility, including weekly and cumulative variance
analyses, rolling cash flow projections and funding requests;

 assisting the Company to prepare the Cash Flow Forecast;

 corresponding with each of the Company’s President and Controller in
connection with the Sale Process, cash management issues and amounts
required to be drawn under the DIP facility; and

 corresponding with stakeholders regarding these proceedings, including current
and former employees, producers and other creditors.

9.0 Conclusion and Recommendation

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

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.,
SOLELY IN ITS CAPACITY AS CCAA MONITOR OF THE APPLICANTS
AND NOT IN ITS PERSONAL OR ANY OTHER CAPACITY
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1.0 Introduction

1. KSV Kofman Inc. (“KSV”) understands that 1462598 Ontario Inc., carrying on
business as Tricon Films & Television (the “Company”), and its direct and indirect
subsidiaries listed on Appendix “A” (collectively, the Company and the subsidiaries
listed on Appendix “A” are referred to as the “Applicants”) intend to make an
application under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36,
as amended (the “CCAA”) for an initial order (the “Initial Order”) granting the
Applicants, inter alia, protection under the CCAA and appointing KSV as the Monitor
in these CCAA proceedings. KSV has consented to act as Monitor.

2. The principal purpose of these restructuring proceedings is to create a stabilized
environment to wind down the Applicants’ business in an orderly manner, including,
potentially, completing certain productions, preserving valuable tax credits and
carrying out a process to identify purchasers for the Company’s film library.

3. The Affidavit of Andrea Gorfolova, the President and CEO of the Applicants, sworn
December 9, 2016 (the “Affidavit”) and filed in support of the Applicants’ application
for CCAA protection, provides, inter alia, the Applicants’ background, including the
reasons for the commencement of these proceedings.

4. KSV is filing this report (“Report”) in its capacity as proposed Monitor.

COURT FILE NO.: CV-16-11634-00CL

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 1462598 ONTARIO INC. (D/B/A TRICON FILMS & TELEVISION)

AND THE COMPANIES LISTED ON APPENDIX “A”

REPORT OF KSV KOFMAN INC. AS PROPOSED MONITOR

DECEMBER 11, 2016
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1.1 Purposes of this Report

1. The purposes of this Report are to:

a) provide KSV’s qualifications to act as Monitor;

b) provide background information about the Applicants;

c) report on the Applicants’ consolidated cash flow projection for the period
December 12, 2016 to January 15, 2017 (“Cash Flow Forecast”);

d) summarize the terms of a debtor-in-possession loan facility (“DIP Facility”) in
the maximum principal amount of $1.4 million to be made available by SunTrust
Bank (“SunTrust” or in its capacity as provider of the DIP Facility, the “DIP
Lender”), as lender, to the Company, as borrower, pursuant to a DIP term sheet
dated December 11, 2016 (the “DIP Term Sheet”), as well as a charge (the “DIP
Lender’s Charge”) in favour of the DIP Lender over the Applicants’ current and
future assets, properties and undertakings (the “Property”) to secure repayment
of the amounts borrowed by the Company under the DIP Facility;

e) discuss the rationale for:

 a charge on all of the Property to secure the fees and disbursements of
certain of the professionals involved in these proceedings (the
“Administration Charge”);

 a charge in the amount of $250,000 on the Property in favour of the
directors and officers of the Applicants (the “D&O Charge”);

 the priority of the Administration Charge, DIP Lender’s Charge and D&O
Charge in the proposed Initial Order and the Applicants’ intention to bring
a motion during the week of December 19, 2016 to, inter alia, elevate the
portion of these charges which do not have a priming priority pursuant to
the terms of the Initial Order (the “Comeback Motion”); and

f) recommend that this Court grant the relief sought by the Applicants in their
application materials.

1.2 Restrictions

1. In preparing this Report, KSV has relied upon unaudited financial information of the
Applicants, the books and records of the Applicants, and discussions with the
Applicants’ management, the Applicants’ counsel and Sun Trust’s financial advisor,
Carl Marks Advisory Group. KSV has not performed an audit or other verification of
such information. The financial information discussed herein remains subject to
further review. KSV expresses no opinion or other form of assurance with respect to
the financial information presented in this Report or relied upon by KSV in preparing
this Report. Any party wishing to place reliance on the Applicants’ financial
information is encouraged to perform its own diligence and any reliance placed by any
party on the information herein shall not be considered sufficient for any purpose
whatsoever.
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2. An examination of the Applicants’ Cash Flow Forecast 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 Applicants’
assumptions regarding future events; actual results achieved may vary from this
information and these variations may be material. KSV expresses no opinion or form
of assurance on whether the Cash Flow Forecast will be achieved, unless so stated.

1.3 KSV’s Qualifications to Act as Monitor

1. KSV is qualified to act as Monitor. KSV’s qualifications include:

a) KSV is a trustee within the meaning of subsection 2(1) of the Bankruptcy and
Insolvency Act (Canada). KSV is not subject to any of the restrictions to act as
monitor set out in Section 11.7(2) of the CCAA; and

b) KSV has extensive experience acting as a monitor under the CCAA in a wide
variety of industries.

2. KSV was engaged by the Company on October 28, 2016, principally to assist it in
considering its restructuring options. In acting as Monitor in these proposed
proceedings, and in any Court-supervised insolvency mandate, KSV acts as an
independent officer of the Court and is cognizant to carry out its duties and obligations
accordingly. KSV’s engagement letter with the Applicants included a provision
confirming that its advisory engagement would terminate immediately prior to its
appointment as a Court officer in any formal insolvency proceeding involving the
Company and explained its duties and obligations in performing that role.

3. KSV has consented to act as Monitor in these proceedings should the Court grant the
Initial Order. A copy of KSV’s consent to act as Monitor is attached as Appendix “B”.

2.0 Background

1. The Applicants are production, post-production and distribution companies which
create, develop, produce and distribute television shows and films. The business was
founded in 2000 by Andrea Gorfolova, the Applicants’ President and CEO.

2. One of the Applicants’ principal assets is Canadian Film or Video Production Tax
Credits (“Tax Credits”), which are described in greater detail in Section 2.1 below. To
be eligible for these credits, it is necessary for each production to be in a separate,
single-purpose entity, which gives rise to a large corporate group and explains the
number of entities (46) filing for protection in these proceedings.

3. Ms. Gorfolova is the Company’s sole shareholder and each of the other Applicants is
a directly or indirectly wholly-owned subsidiary of the Company. A corporate chart for
the Applicants is provided in Appendix “C”.

4. Of the 46 Applicants, all but seven are Canadian companies. The balance is
comprised of six US companies, only one of which is active (Tricon Media, Inc.
(“TMI”)) and an inactive UK entity (Tricon Films (UK) Limited).
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5. The Applicants’ head office is in Toronto, Ontario. TMI also leases a small office in
Venice, California.

6. The Applicants operate three lines of business: production, post-production and
distribution of high-quality, multi-platform content. The Applicants have production
relationships with Canadian and US television networks, including Scripps Networks
(including Great American Country, HGTV, DIY, Cooking Channel and Food
Network), A&E Networks, Showtime, NBC Universal, Shaw Media, Corus
Entertainment and Bell Media. Its content distribution business is based on exclusive
distribution agreements with both domestic and international networks, including
those in the television, film and digital/online markets.

7. As at December 8, 2016, the Applicants employed 22 individuals, of which 17 are
employees of the Canadian Applicants1 and 5 are employees of TMI in the US. The
Applicants also have 15 independent contractors in Canada. The Applicants’
workforce is not unionized and they do not maintain a pension plan.

2.1 Financial Overview

1. A summary of the financial performance of the Applicants for its three most recent
fiscal years2 ended May 31, 2014, 2015 and 2016 is presented in the following table.

(C$000s; consolidated)

12 months ending
May 31, 2016

(unaudited)

12 months ending
May 31, 2015

(unaudited)

12 months ending
May 31, 2014

(unaudited)

Revenue 31,049 24,512 16,343

Production, distribution and operating expenses 29,166 23,418 15,570

EBITDA 1,883 1,094 773

Interest (1,337) (1,041) (452)

Amortization (237) (195) (180)

Write-downs (2,656) (412) (1,673)

Taxes (466) (108) 133

Net income/(loss) (2,813) (662) (1,399)

2. The table reflects that, inter alia:

a) Notwithstanding significant revenue growth, the Applicants have incurred losses
in each of their last three fiscal years;

b) The Applicants have recorded recurring write-downs, largely on their investment
in completed television programs. These write-downs have totalled
approximately $4.7 million over the last three fiscal years; and

1 1462598 Ontario Inc. and Tricon Films Inc. employ nine and eight individuals, respectively.

2 The Applicants’ financial statements are typically prepared on a consolidated basis based on a May 31st year-end;
however, the fiscal year-ends of the various entities within the corporate group differ.
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c) For the last three fiscal years, the Applicants have not generated EBITDA
sufficient to service their debt and capital costs, including equipment purchases
and minimum guarantees (“MGs”), or prepaid royalties, which are paid to
producers pursuant to distribution agreements and amortized over the sales
period of the applicable title. The MGs are described in the Affidavit and
represent a significant cash drain on the business.

3. Other than the Applicants’ intellectual property, including copyrights, trademarks and
contractual distribution rights, the Company’s most significant assets are:

a) Accounts receivable: the book value of the Applicants’ accounts receivable
totaled approximately $3.7 million as at October 31, 2016.

b) Film library: the library is comprised of approximately 72 filmed entertainment
titles produced by one of the Applicants and owned in perpetuity, and
approximately 185 third-party titles for which the Applicants have various
contractual rights. The value of the library is uncertain – it is derived from the
net cash flow generated from each title in the library.

c) Tax credits: certain of the Applicants are eligible for Tax Credits. KSV
understands that the purpose of these Tax Credits is to encourage Canadian
programming and to develop an active domestic entertainment production
sector. The Tax Credits are jointly administered by the Canadian Audio-Visual
Certification Office and Canada Revenue Agency (“CRA”).

There are presently approximately $7 million of Tax Credits owing to the
Applicants, which are scheduled to be collected from CRA through to the end of
2017. CRA typically conducts an audit prior to issuing the Tax Credits.

4. The amount available to be borrowed from SunTrust under the Credit Facility (as
defined below) is based on the Applicants’ borrowing base, which is driven by the
value of the Applicants’ accounts receivable, tax credits and film library. According to
the most recent borrowing base report dated October 31, 2016, the Applicants are in
an over-advance of approximately US$513,000.

5. As a result of being in an over-advance under its operating line facility, SunTrust is
not prepared to continue to fund the Applicants outside of the proposed proceeding.
Accordingly, the Applicants are presently without liquidity to continue to fund their
business in the normal course.

3.0 Creditors

3.1 SunTrust

1. SunTrust is the Applicants’ principal secured creditor. The Applicants are indebted to
SunTrust in the approximate amount of US$10.4 million, plus interest and costs which
continue to accrue, under a credit facility dated August 22, 2013, as amended (the
“Credit Facility”).
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2. The Applicants are presently in default of the Credit Facility. Since August 1, 2016,
Sun Trust has continued to fund the Applicants in its discretion and can discontinue
funding at any time. Additional information on the defaults and the Credit Facility
generally is detailed in the Affidavit.

3.1.1 Security Opinion

1. In anticipation of these proceedings, KSV retained Bennett Jones LLP (“Bennett
Jones”) to act as its legal counsel in the event that the Applicants file for CCAA
protection and KSV is appointed as the Monitor. Bennett Jones provided an opinion3

which, subject to the standard assumptions and qualifications contained therein,
concluded that the security granted by the Canadian Applicants, as registered under
the Ontario Personal Property Security Act (“PPSA”), creates a valid and perfected
security interest in the Applicants’ business and assets situated in Ontario, other than
the assets of Tricon Television80 Inc. and Tricon Television81 Inc.

2. A security opinion was required in advance of these proceedings because the DIP
Facility contemplates that certain collections, including tax refunds, may immediately
be applied against the Applicants’ pre-filing secured obligations owing to Sun Trust.
KSV understands that none of the Tax Credits are owed to Tricon Television80 Inc.
or Tricon Television81 Inc.

3.2 Other Secured Creditors

1. The Applicants’ other registered secured creditors under the PPSA, including
amounts owing to each according to the Applicants’ books and records, are
summarized in the table below.

Secured Creditor Debtor Obligation (US$000s)
Independent Film Channel LLC TMI 8,000
Cooking Channel, LLC TMI, Tricon Films Inc. and

Tricon Television62 Inc.
870

Actra Performers’ Rights Society Various -
Bravo Media Productions LLC Various -
National Bank of Canada Tricon Films (UK) Limited -
Ovation R&G, LLC TMI -
Roynat Inc. 1462598 Ontario Inc. and

Operator Post Inc.
-

Shaw Media Inc. Various -
Union of B.C. Performers Various -
Universal City Studio Production, LLP 1462598 Ontario Inc. -
Walt Disney EMEA Productions
Limited

Tricon Television82 Inc. -

Xerox Canada Ltd. Tricon Films Inc. -

2. A description of these security interests is provided in the Affidavit.

3 A copy of the security opinion will be made available to the Court should the Court wish to review it.
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3.3 Unsecured Creditors

1. Based on the Applicants’ books and records as at October 31, 2016, accounts
payable and accrued liabilities totalled approximately $10.65 million, of which
approximately $6.3 million was past due. The largest unsecured obligations are owing
to producers in connection with their respective productions.

2. Producers are reliant on the Applicants’ quarterly reporting to quantify amounts owing
to them pursuant to distribution agreements. As set out in the Affidavit, the Applicants
are in arrears of their reporting and payment obligations to producers. As a result,
certain producers may not be aware of the amount of the Applicants’ indebtedness
owing to them.

4.0 Cash Flow Forecast

1. The Applicants have prepared a consolidated Cash Flow Forecast for the period
December 12, 2016 to January 15, 2017. The Cash Flow Forecast and the Applicants’
statutory report on the cash flow pursuant to Section 10(2)(b) of the CCAA is attached
as Appendix “D”.

2. The Cash Flow Forecast reflects that the borrowings under the DIP Facility are
projected to peak at approximately $744,000 during the week ended January 15,
2017. The peak DIP requirement after the initial 30 day stay period is projected to be
approximately $1 million. The Cash Flow Forecast also reflects that the Applicants
are projected to require nominal advances, if any, under the DIP Facility until the
Comeback Motion.

3. Based on KSV’s review of the Cash Flow Forecast, there are no material assumptions
which seem unreasonable in the circumstances. The statutory report on the cash flow
is attached as Appendix “E”.

5.0 DIP Facility4

1. The Applicants have arranged a DIP Facility with the DIP Lender. The terms of the
DIP Facility are detailed in the DIP Term Sheet. KSV has been advised that the final
version of the DIP Term Sheet will be substantially in the form attached as Appendix
“F”. The significant terms of the DIP Facility are below.

a) Borrower: the Company

b) Guarantors: all subsidiaries of the Company

c) Lender: SunTrust

d) Loan Amount: $1.4 million

4 Terms not defined in this section have the meaning provided to them in the DIP Term Sheet.
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e) Maturity date: The earliest of: (i) a demand for repayment of the Facility by the
Lender following the occurrence of any Event of Default which has not been
cured; (ii) January 31, 2017, or such other date as the Borrower and the Lender
may agree to in writing; (iii) the completion of the sale of all or substantially all
of the assets of the Borrower; and (iv) the effective date of any plan of
compromise or arrangement in respect of the Borrower in the CCAA
Proceedings.

f) Interest rate: 12% per annum. Upon the occurrence of an Event of Default,
interest will increase by 4% per annum.

g) Commitment Fee: 2% of the Loan Amount.

h) Expenses: All legal fees, adviser fees, disbursements and other out-of-pocket
expenses of the Lender arising from or in connection with the DIP Term Sheet,
the Loan Documents, the Facility, the CCAA Proceedings and any enforcement
of the DIP Lender’s rights.

i) DIP Lender’s Charge: Subject to Court approval at the Comeback Motion, all
obligations of the Applicants under the DIP Facility are to be secured by a Court-
ordered charge over the Property, ranking in priority to all other obligations other
than the Administration Charge, statutory super priority deemed trusts and liens
for unpaid source deductions and such other permitted priority liens as may be
agreed to in writing by the DIP Lender. Until the Comeback Motion, advances
under the DIP Facility shall not exceed $200,000.

j) Prepayments: The Applicants may make Optional Prepayments of $100,000 at
any time, which amounts cannot be redrawn. Subject to the Administration
Charge, the Applicants are required to make Mandatory Prepayments of the
DIP Facility in certain circumstances, including upon receipt of any income tax
refunds or tax credits subject to SunTrust’s security. The DIP Lender has the
option to apply proceeds generated from tax credits to its pre-filing debt.

k) Minimum advances: Should an advance be required prior to the Comeback
Motion, the amount of that advance is to be limited to $200,000. Any advance
shall be at least $100,000. There is a $1 million initial limitation on advances
until all applicable appeal periods have expired. The proposed Initial Order
contains a “comeback clause” so that any party that believes it is adversely
affected by the approval of the DIP Lender’s Charge has the opportunity to
address its concerns. At no time shall the DIP Lender be required to advance
any DIP Advance unless such DIP Advances rank in priority to all
encumbrances other than the Administration Charge.

l) Reporting: Reporting obligations include the provision of weekly “rolling” 13-
week budgets and a weekly budget-to-actual variance analysis. The Updated
Weekly Budgets are to be prepared by the Applicants and approved by the
Monitor. A cumulative negative variance of 10% or more constitutes an Updated
Budget Default.
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m) Key Conditions include:

i. the entry of the Initial Order and DIP Order;

ii. the Initial Agreed Weekly Budget shall be in the form acceptable to the
DIP Lender and the Monitor; and

iii. the absence of an Event of Default.

n) There are several Events of Default listed in the DIP Term Sheet. The following
are the more material Events of Default:

i. The issuance of an order (i) dismissing the CCAA Proceedings or lifting
the stay in the CCAA Proceedings to permit the enforcement of any Lien
against the assets of any of the Loan Parties, or the appointment of a
receiver and manager, receiver, interim receiver or similar official or the
making of a bankruptcy order against the Borrower or any other Loan
Party or any assets subject to the DIP Lender’s Charge; (ii) granting any
other claim super priority status or a Lien equal or superior to that granted
to the Lender other than Permitted Priority Liens; or (iii) staying, reversing,
vacating or otherwise modifying the DIP Term Sheet or the Loan
Documents, any order (including the Initial Order and the DIP Order) or
the entry of an order by the Court having the equivalent effect, without the
prior written consent of the DIP Lender.

ii. Unless consented to by the DIP Lender, the expiry without further
extension of the stay of proceedings provided for in the Initial Order.

iii. Failure of the Borrower or any of the other Loan Parties to pay any
amounts when due and owing under the DIP Term Sheet or under the
Loan Documents, or to comply with the DIP Term Sheet and the Loan
Documents, including for greater certainty, failure to comply with any
Affirmative Covenant or Negative Covenant set out therein.

iv. In the event an Updated Budget Default occurs, which is generally when
an Updated Weekly Budget reflects that the Borrower will need to borrow
more than the amount available under the Facility.

v. Any action or event which results in a Material Adverse Change, as
defined in the DIP Term Sheet.

5.1 Recommendation

1. KSV considered the following factors when reviewing the terms of the DIP Facility, as
well as those set out in Section 11.2 of the CCAA:

a) the DIP Term Sheet is the result of arm’s-length negotiations between the
Applicants and the DIP Lender. KSV understands that the DIP Lender would
not be willing to provide the interim financing that will be required to fund these
CCAA proceedings other than on the terms and conditions set out in the DIP
Term Sheet;
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b) the DIP Lender is not prepared to have another lender rank in priority to its pre-
filing advances as the Applicants’ principal operating lender;

c) without the DIP Facility, the Applicants will be unable to fund their operations,
including payroll, rent and other operating costs. The Applicants do not have
the time to search for an alternative DIP lender;

d) KSV compared the DIP Facility to certain other DIP facilities granted in CCAA
proceedings in 2016, including those where KSV has recently acted, or is acting,
as monitor. The comparison is attached as Appendix “G”. The cost of the
proposed DIP Facility appears consistent with other recent DIP financings; and

e) KSV does not believe that any creditor will be materially prejudiced by the DIP
Facility. To the contrary, the DIP Facility will enhance the prospects of
maximizing value in these circumstances.

2. Based on the foregoing, KSV believes that the terms of the DIP Facility are reasonable
in the circumstances.

6.0 Potential US Recognition Proceeding

1. The Affidavit references the possibility of the Applicants commencing proceedings
under Chapter 15 of Title 11 of the United States Code in the United States
Bankruptcy Court for the Central District of California. Should a US proceeding be
commenced, KSV (as Monitor, if appointed) may act as the Applicants’ Chapter 15
“foreign representative”.

7.0 Court Ordered Charges

7.1 Administration Charge

1. The Applicants are seeking an Administration Charge in respect of the fees and
expenses of certain of the professionals involved in these proceedings.

2. At the time this Report was being finalized, the amount of the Administration Charge
and the professionals to be covered by it were still open issues. In all circumstances,
the amount of the Administration Charge is to cover the fees and disbursements of
the Monitor, its counsel and the Applicants’ counsel. If only those professionals are
to be covered by the Administration Charge, the proposed Administration Charge will
be $500,000. There is a possibility that the Administration Charge will also cover the
fees and disbursements of SunTrust’s Canadian and US counsel until the full amount
of the DIP Lender’s Charge is elevated in priority, in which case the Administration
Charge will be increased to $700,000 and would be reduced to $500,000 upon the
entire DIP Lender’s Charge being elevated in priority, at which time SunTrust’s
Canadian and US counsel would no longer be covered by the Administration Charge.
This issue will be addressed on the return of this Application.
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3. The Administration Charge is a customary provision in an Initial Order in a CCAA
proceeding; it is required by the professionals engaged to assist a debtor company
and to protect them in the event that the Applicants are unable to pay them during the
CCAA process, particularly where the value of a debtor’s collateral is unknown.

4. KSV is of the view that the Administration Charge is reasonable and appropriate in
the circumstances.

7.2 DIP Lender’s Charge

1. The Applicants are seeking a charge for the DIP Lender to secure its advances under
the DIP Term Sheet. KSV is of the view that the DIP Lender’s Charge is required and
is appropriate as the DIP Lender will not provide DIP financing without the benefit of
the DIP Lender’s Charge.

2. Until the Comeback Motion, the Applicants are seeking priority for a DIP Lender’s
Charge in the amount of $200,000. The Cash Flow Forecast reflects that the
Applicants are projected to require nominal, if any, advances under the DIP Facility
for the first week of these proceedings. However, in order to allow the Applicants to
draw on the DIP Facility to meet any critical expenses that may arise until priority for
the full amount of the DIP Lender’s Charge can be elevated at the Comeback Motion
on notice to all secured creditors, a priority charge in the amount of $200,000 is being
proposed so that the Applicants have access to funding for critical expenses
necessary to preserve its business. KSV supports this relief on the basis that there
is no prejudice to any creditor as it is in the interest of all stakeholders for the
Applicants to be able to draw on the DIP Facility on a limited basis to maintain the
business status quo until the Comeback Motion. This will enhance the prospect of
recoveries for all stakeholders and will assist to maintain the stability of the business
until the priority of the DIP Lender’s Charge for all advances made under the DIP
Facility is confirmed on notice to all affected creditors.

7.3 D&O Charge

1. Andrea Gorfolova is the sole director and officer of the Applicants. Her assistance
and cooperation will assist the restructuring process during these proceedings.
Accordingly, the Applicants are seeking a D&O Charge in the amount of $250,000 for
any liabilities the directors and officers of the Applicants may incur from and after the
commencement of the CCAA proceedings, except to the extent that the obligation
was incurred as a result of Ms. Gorfolova’s gross negligence or wilful misconduct.

2. KSV understands that the Applicants are current on all pre-filing obligations for which
directors may be personally liable. The Cash Flow Forecast contemplates that all
such amounts will continue to be paid in the ordinary course and the Applicants are
projected to have sufficient liquidity to do so provided the DIP Facility is approved.
The proposed D&O Charge provides protection for the directors and officers in the
event that the Applicants fail to pay certain obligations which may give rise to liability
for directors and officers.

3. The Applicants do not presently have a directors’ and officers’ insurance policy.
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4. In these proceedings, the main risk of directors’ and officers’ exposure is for unpaid
payroll and vacation pay. Payroll presently totals approximately $110,000 per pay
period (every two weeks) and vacation pay (approximately $65,000). The D&O
Charge is intended to cover approximately one month’s payroll and vacation pay
liability.

5. KSV is of the view that the D&O Charge is reasonable in these circumstances and
that the continued involvement of Ms. Gorfolova is beneficial to the business and
these proceedings.

7.4 Priority of Charges

1. The Administration Charge is proposed to rank in priority to all other Court-ordered
charges and any other claim or encumbrance against the Applicants.

2. Until the Comeback Motion, the proposed Initial Order contemplates that the
remaining $1.2 million of the $1.4 million proposed DIP Lender’s Charge shall rank in
priority to SunTrust’s existing security but behind all other secured creditors that have
not been served with the Applicants’ application materials.

3. The D&O Charge shall rank behind SunTrust’s existing security and any other
secured creditor of the Applicants that has not been served with the Applicants’
application materials.

4. The Applicants intend to bring a motion to elevate the priority of the Court-ordered
charges during the week of December 19, 2016 on notice to those parties likely to be
affected by such priority. The Comeback Motion will also provide an opportunity for
any creditor of the Applicants to voice any objections with respect to the charges in
the Initial Order, including the Administration Charge, provided that it is intended that
the professionals involved be covered by the Administration Charge for their fees and
disbursements through to and including the Comeback Motion (including pre-filing
work undertaken in contemplation of these proceedings).

5. At the Comeback Motion, the Applicants intend to seek an Order ascribing to these
charges the following priority:

 First, the Administration Charge;

 Second, the DIP Lender’s Charge; and

 Third, the D&O Charge.

8.0 Creditor Notification

1. The proposed Initial Order requires the Monitor to:

a) publish without delay a notice in national edition of The Globe and Mail
newspaper containing the information prescribed under the CCAA; and
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b) within five (5) days of the issuance of the Initial Order to:

i. make the Order publicly available in the manner prescribed under the
CCAA;

ii. send, in the prescribed manner, a notice to every known creditor who has
a claim against the Applicants of more than $1,000 advising them that the
order is publicly available; and

iii. prepare a list, showing the names and addresses of those creditors (other
than employees), and the estimated amounts of those claims, and make
it publicly available in the prescribed manner.

2. If appointed Monitor, KSV will also post the Initial Order on its website.

9.0 Conclusion and Recommendation

1. Based on the foregoing, KSV respectfully recommends that this Honourable 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.,
SOLELY IN ITS CAPACITY AS PROPOSED MONITOR OF THE APPLICANTS
AND NOT IN ITS PERSONAL OR ANY OTHER CAPACITY



Appendix “D”



Tricon Filing Entities Listed on Schedule "A"

Projected Statement of Cash Flow 1

For the Period Ending April 2, 2017

(Unaudited; $C)

Receipts Note 05-Mar-17 12-Mar-17 19-Mar-17 26-Mar-17 02-Apr-17 Total

DIP funding 2 100,000 50,000 - - - 150,000

Tax credits, accounts receivable and other realizations 3 472,429 50,000 2,055,100 50,000 50,000 2,813,763

Total Receipts 572,429 100,000 2,055,100 50,000 50,000 2,963,763

Disbursements

Production costs 4 55,000 106,400 31,000 - - 225,351

Payroll costs, including source deductions and contractors 5 56,677 - 81,249 - 29,200 167,126

Occupancy costs 6 6,755 - - - - 6,755

Sundry 7 5,835 - 33,135 - - 42,016

Total Operating Disbursements 124,267 106,400 145,384 - 29,200 441,248

Net Cash Flow Before the Undernoted 448,162 (6,400) 1,909,716 50,000 20,800 2,522,515

Distributions to Sun Trust 8 447,429 - 1,585,238 - - 2,032,667

Professional fees 9 126,894 - 435,000 - - 561,894

Net Cash Flow (126,161) (6,400) (110,523) 50,000 20,800 (72,047)

Opening cash balance 243,084 116,923 110,523 - 50,000 142,847

Net cash flow (126,161) (6,400) (110,523) 50,000 20,800 (72,047)

Closing cash balance 116,923 110,523 - 50,000 70,800 70,800

Opening DIP balance (1,400,000) (1,500,000) (1,550,000) (1,550,000) (1,550,000) (1,400,000)

DIP funding 2 (100,000) (50,000) - - - (150,000)

Closing DIP balance (1,500,000) (1,550,000) (1,550,000) (1,550,000) (1,550,000) (1,550,000)

Week Ending



Tricon Filing Entities Listed on Schedule "A"

Notes to Projected Statement of Cash Flow

For the Period Ending April 2, 2017

(Unaudited; $C)

Purpose and General Assumptions

1. The purpose of the projection ("Projection") is to present a forecast for the period February 27, 2017 to April 2,

2017 in respect of the Company's proceedings under the Companies' Creditors Arrangement Act .

The Projection has been prepared based on the Company's hypothetical and most probable assumptions.

Hypothetical Assumptions

2. Represents projected advances under the DIP facility with SunTrust Bank ("SunTrust").

3. Represents tax credits due from Canada Revenue Agency, accounts receivable collections and other projected

realizations.

Most Probable Assumptions

4. Represents production costs, including filming, editing and contractor costs.

5. Payroll is paid bi-weekly. Payroll includes payments to contractors, source deductions, benefits and WSIB.

6. Primarily represents occupancy costs for the head office in Toronto.

7. Includes costs for insurance, utilities, office supplies and reimbursement of employee expenses.

8. Represents payments applied to SunTrust's pre-filing secured debt in accordance with the terms of the DIP facility.

9. Represents professional fees of the Monitor, its legal counsel, legal counsel to the Company and legal and financial

advisors to SunTrust. The amounts reflected are estimated.
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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 1462598
ONTARIO INC. (D/B/A TRICON FILMS & TELEVISION)

AND THE COMPANIES LISTED ON APPENDIX “A”

MONITOR’S REPORT ON CASH FLOW STATEMENT
(paragraph 23(1)(b) of the CCAA)

The attached statement of projected cash-flow of 1462598 Ontario Inc. (D/B/A Tricon Films &
Television) and the companies listed on Appendix “A” (collectively, the “Applicants”), as of the
22nd day February, 2017, consisting of a weekly projected cash flow statement for the period
February 27, 2017 to April 2, 2017 (“Cash Flow”) has been prepared by the management of the
Applicants for the purpose described in Note 1, using the probable and hypothetical assumptions
set out in the notes to the Cash Flow.

Our review consisted of inquiries, analytical procedures and discussions related to information
supplied by the management and employees of the Applicants. Since hypothetical assumptions
need not be supported, our procedures with respect to them were limited to evaluating whether
they were consistent with the purpose of the Cash Flow. We have also reviewed the support
provided by management for the probable assumptions and the preparation and presentation of
the Cash Flow.

Based on our review, nothing has come to our attention that causes us to believe that, in all
material respects:

a) the hypothetical assumptions are not consistent with the purpose of the Cash Flow;

b) as at the date of this report, the probable assumptions developed by management are not
suitably supported and consistent with the plans of the Applicants or do not provide a
reasonable basis for the Cash Flow, given the hypothetical assumptions; or

c) the Cash Flow does not reflect the probable and hypothetical assumptions.

Since the Cash Flow is based on assumptions regarding future events, actual results will vary
from the information presented even if the hypothetical assumptions occur, and the variations
may be material. Accordingly, we express no assurance as to whether the Cash Flow will be
achieved. We express no opinion or other form of assurance with respect to the accuracy of any
financial information presented in this report, or relied upon in preparing this report.



Page 2

The Cash Flow has been prepared solely for the purpose described in Note 1 and readers are
cautioned that it may not be appropriate for other purposes.

Dated at Toronto this 25th day of February, 2017.

KSV KOFMAN INC.
IN ITS CAPACITY AS PROPOSED CCAA MONITOR OF
THE APPLICANTS
AND NOT IN ITS PERSONAL CAPACITY


