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INTRODUCTION

1. .On‘ January 27, .2017' Intertainment Media Inc. (“Intertainment” or the “Company”)
- filed a Notlce of Intention to Make a Proposal (an “NOI”) under Section 50.4 of the
Bankruptcy and lnsolvency Act, R. S.C. 1985 c. B-3, as-amended (the “BIA”) ‘and A,
- Farber & Pattners Inc. (‘Tarber”) was appomted as proposal trustee 1n the Company $
NOI proceedmgs (insuch capac1ty, the “Proposal Trustee”). A copy of the Certlﬁcate |
of Filing of a. Notrce of Intention to Make a Proposal is attached hereto as Appendlx -

WA
2. Intertainment 1s a _technology incubat_or focused on in‘yesting in technology and social
media oornpanies The Company holds investnrents in certain te‘chnology com'panies'
The Company was listed on the TSX Venture Exchange tradlng under the ticker

. “TSXV: INT” unt1l it was delisted in November of Jast year

3. A more comprehensrve background summarrzmg the company s hlStOI'y and causes of e

ﬁnanc1a1 difficulty; the lawsu1ts from former executwes David Lucatch and Anthony ; !

Pearlman; the Demand Letter and a Nottce of Intentlon to Enforce Securlty under
Section 244(1).of the Bankruptcy and Insolvency Act (Canada) from Cancor Debt -
Agency Inc, (the “Collateral Agent”); anda request for an order approvmg a debtor-
| 1n—possessron ﬁnancmg agreement (the “DIP Fmancmg Agreement”) is found i in the .'

Proposal Trustee’s “Flrst Report” attached hereto as Appendlx “By,
PURPOSE OF THIS REPORT
4 The purpose of this second report of the Proposal Trustee (the “Second Report”) is to:

' '1) report on and seek Court approval for the proposed stalklng horse Sales and' 1
marketing process and the terms conternplated in the-Stalking’ Horse APA (as
: rdeﬁn‘ed beloW).that has been negotiated by Intertainment and the Secured Creditors '

(as deﬁned below);-
ii) seek approval for extending the stay of proceedlngs by 45 days and,

iif) seek approval of the Proposal Trustee’s activities,




Page 3

DISCLAIMER

'5. The Proposal Trustee has relied upon the financial records -land information provided
by the Company The- ProposalTrustee has not independently audlted reviewed or
.‘ otherw1se attempted to Verrfy the -accuracy or completeness of -such 1nformat10n

| Accordmgly, the Proposal Trustee expresses no op1n10n or other form of assurance with
lrespect to the information contamed in thls Second Report The Proposal Trustee .

' assumes no respons1b1hty or 11ab1hty for any loss of damage 1nourred by or caused t0°

~any person or entity as a result of the c1rcu1at1on pubhcatlon, re-production or use of -
- or reliance upon th1s Second Report or for any use which any person or entity makes' ,
of this Second Report, or any.rehalnce onora decision made based upon this Second

‘Report, other than-for the express purposes as set outin this Second Report.
6. Unlessvotherwise stated herein, all references to dollars are in Canadian curr_enc’y.‘

7. Pursuant to the E Servrce Protocol of the Commercral List, a- copy of thls Second”' '
A Report and all other Court materlals Orders and' Endorsements 1ssued in these

: proeeedmgs are and will be, avarlable on the Proposal Trustee S ‘website at: -

,http //www farberﬁnancral com/msolvencv—engagements/mtertarnment~med1a~mc

‘ ASSE TS

8 The “MaJor Assets” of the Company are as follows o |

- a) 4. 8 rmlhon shares of Yappn Corp (“Yappn”) a publlcly traded Company on the
' Over the Counter Bulletrn Board Exchange in' the United States, which does
: language translatlon services (currently worth approxnnately $500 000 based on .

the share prlee as at February 22, 2017),

-b) ,20%‘ stake in Active ImageNation‘ Inc ‘a Los Angeles based develop'er of a
' "technology platform called Cap That (“Cap That”) whlch allows the sharing of »
videos, i images and commcrc1al prmtmg into the entertamment musrc sports and .

, gammg sectors;

¢) Tax losses of approximately $60,000,-OOO (the “Tax Losses™).
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d) $1.25 milllon owing from a company called MiS5 Print & Digital Commurneations
Inc. (“MiS”)'for the outstanding purchase price from the sale of a company called
Magnum Fine Commercial Printing Limited by Intertainment to M15 on September :

2, 2014 (the “Magnum thlgatlon Proceeds”), and,

e) Intertamment prevrously owned a stake in itiBiti Ventures Inc '(“itiBiti”) a

' company Wthh creates Social entertainment appl1eat10ns pursuant to the terms of . L

sale Intertalnment is entitled to a 40% stake in any sale proceeds if It1B1t1 is sold

on or before December 3 1, 20l7.

9. Other Assets include:'

a) 20% stake inan Israelr voice translatlon company called Lexifone Communlcatlons o

Systems (20 1 0) Ltd

CREDITORS ~
Secnred Creditors |

10. Attaehed‘,.as Appendix_ “C?’ is a oreditors li_st 'shoyving all creditors as at February 1'0, .
2017, o | IR

1L The Proposal Trustee engaged its counsel Bennett Jones LLP (“Bennett Jones”) to
‘conduct a rev1ew of the securlty ‘of the “Secured Credltors” whrch the Proposal V

Trustee understands total approxrmately $l 885, 5 35 and rank as follows

- a) Thomton Grout F1nn1gan LLP (“TGF”) acting as counsel to the Secured
Debenture Holders (deﬁned below) and Gowllngs WLG (Canada) LLP :

‘ (“Gowlmgs”) as counsel to the Company,
_ b) The “Secured Debenture Holders” as are listed in Appendlx “C” and

c)- Mark Greaves T ony Relouw and Craig Combe who advaneed funds via a
private placement as thlrd ranking secured creditors,
12 Bennett Jones has not yet completed its secunty opinion at the time of this report but

expects to do so in the next few days.
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Unsecured Creditors

Intertainment has mformed the Proposal Trustee that it has approxrmately $3 081 407

in umsecured liabilities as of the date hereof, Tt should be noted that the actual amount

of unsecured debt would be dependent on the valuat1on of the lrtrgatron claims Wrth_ A

Dav1d Lucatch and Anthony Pearlman noted in the Proposal Trustee’s F1rst Report.

STALKING HORSE ASSET PURCHASE AGREEMENT

14.

As- a result'of discussions from November, 2016to F ebruary, 2017, the Company has

. been successful in: negotratrng a form of asset purchase agreement with 2541843

Ontano Inc. (“254 Ontano” or the “Stalking Horse Bidder”), a cornpany 1ncorporated .

by the Secured Credltors Th1s form of asset purchase agreement is structured as a |

| 'stalkmg ‘horse asset purchase agreernent which is subJect to Court approval This .

Stalkrng Horse APA as deﬁned below, is proposed to stand as the openmg bid i ina

Court approved marketlng and sales process (the “Sales Process”), to be conducted by )

- the Proposal Trustee on behalf of and in consultatron with Intertam.ment Both the

h Stalklng Horse APA and Sales Process are more fully descnbed below.

15,

By agreement dated as of Februaty 23 2017 (the “Stalkmg Horse APA”), 254 Ontarro '

subm1tted to Intertarnment an offer to purchase all of the right, t1tle and interest.in - -
vIntertamment’s Maj or Assets whrch represent substantrally all assets of Intertarnment |

In exchange 254 Ontarlo wﬂl assume all of the debt owing by Intertarnment to its -

Secured Credrtors and pay to Intertainment ‘865 OOO in cash. A copy of the Stalklng |

| Horse APA is attached hereto as ‘Appendix “D”

16.

17,

The Stalking Horse APA remains subject to Court approval and a better offer being

recerved through the Sales Process, as further descrrbed in the Overbid Procedures

(defined below).

A summary of the key terms of the transact1on contemplated by the Stalkmg Horse
APA is as follows
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254 Ontario: will acquire, on an “as is, where is” basis, the Company’s
interest in the Major Assets for the “Purchase Price” estimated to be
$2,130,535 as is 'calculated below:;
 i)an amount equal to the liabilities owing by the Company to the
Secured Creditors under the Loan Agreement Wthh as at February

10, 2017 is estimated to be $1,885,535 m1lhon, plus

4 Agreement ($135 OOO of whrch lias- already ‘been advanced), plus
111) the cash component of $65, 000 plus

N _1v) any amount owmg to the Canada Revenue Agency in prlorlty to the

Secured credltors (“CRA Prlorltles”) Wthh will be conﬁrmed via a

. payrol-l audlt, but is _estlmated to be zero.

| 254 Ontano s bid Wlll be sa’nsﬁed by way of (1) assumptron of the amounts

owing to the Secured Credltors and under the DIP Financing Agreement,

_ and (i) a payment of cash on closing’ of $65,000 to prov1de the Company o

o wnh fundlng in order to make a proposal to unsecured credltors for the tax

-‘losses o

A compenng bldder would be requlred to offer a minimum estrmated to be

$2 265 535 in cash on the Closmg Date’ representlng

. '_ i) _thePurchase Price estimated to be $2,130,535 noted above, plus

“ii) the “Expense Reimbursement” of $75,000 payable to 254 Ontafio,
" plus - ' ' |

: _'iii) an “Overbid Amount” o.‘fA $60,000 payable to the Company.

The transaction contemplated thereurider is subject to the approval of the

" Court and contemplates a Court Order vesting free and clear title to the

u) the—ﬂa‘rl%() 000~to'~be advaneed—pursuant%e%the~EIIlvFinancing———v'~,f—-- '
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' Stalking Horse Bidder, subject only to permitted encumbrances, as :
identified in the Stalking Horse APA. '

18 The. Proposal Trustee believes the process Ieadrng to the Stalking Horse APA was

reasonable and estabhshes a reasonable floor value for the assets of the Company
| STALKI_NG HORSE SALES PROCESS

19, The Proposal Trustee has reviewed the proposed Stalking Horse APA and the Overbid

Procedures and beheves that the Sales Process is reasonable, fair and approprlate under

the circumstances. A copy of the Overbld Procedures is 1ncluded as Schedule “B” to

the Stalkmg Horse APA in Appendlx “D”

20. Sectron 50f the Overbld Procedures outlmes the cmterla fora b1dder to be a “Quahﬁed
Brdder” and specrﬁes inter aZza, that a qualified bid must '

i 1nclude a minimum purchase pnce, payable in cash, estlmated to be $2.3

' m1lhon as i outhned above
i) -indicate the potentiai purchaser" S uvillirrgness to close on th_e purchase of the
Purchase Assets based on the terms set forth in the Stalking Horse APA;

- and,
' iii)" include evidence of financial wherewithal. -

21. The Fxpense Rermbursement is spec1ﬁed in the Stalkmg Horse APA ‘as the ﬁxed
amount of $7 5, OOO Thrs fee equates to approxnnately 3.5% of the Purchase PI‘lCG The
Secured Credrtors and 254 Ontarro have 1ncurred srgmﬁcant effort and expense in
preparlng the Staklng Horse APA, and liaising with the Company and Proposal Trustee

to develop the Sales Process

- 22, The Propos'aliTrustee believes that the quantum of the Overbid Amount and Expense

Reimbursement are reasonable under the circumstances.

23, A timeline .of events in the Sales Process is attached hereto as Appendix “E”. .
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24 The Sales Process i is transparent and will be admrmstered by thc Proposal Trustee, ln': .
‘ oonsultatron with the Company. The Proposal Trustee believes that the proposed Sales
Process 1s an efficient means to broadly canvass the market.” The Sales Process'
prov1des a forum and deadline to perm1t and encourage any se110us altematlve bldders :

~ tocome forward W1th 1mproved ofters
‘ CASH FLow PROJECT_ION

— f——“ ~——**25* Intertamment has’ prepared aprOJectedweekly cash flow- statementtm theperlod I"romw**v*ﬁw - N
February 18, 2017 to the week ending April 14, 2017 (the “Cash Flow”). A copy of R
the cash ﬂow is attached as Appendlx “Fr. The Cash Flow indicates that Intertainment B
s ‘projected to have sufficient hqurdlty through to the conclus1on of the sales process' |
‘to contmue operatmg The Cash Flow assumes that a further $45 000 of the DIP is

drawn upon as is allowed under the DIP Fmancmg Agreement

4 .

26 The cash ﬂow is predlcated on certam assumptlons outhned inthe assumptlons page of
the. cash ﬂow, 1nclud1ng that Intertamment receives. Court for approval for the Sales
Process I ’ : B ' '

' ‘,27 The Proposal Trustee has rev1ewed the underlymg assumptlons on Wthh the Cash‘_.

Flow pI'OJ ect1on is based and beheves them to be reasonable

) 'EXTENSION OF STAY OF PROCEEDINGS

28, The 1n1t1al stay of proceedmgs w111 explre onF ebruary 27 2017, The B1d Deadhne as B

' set out in the Brddlng Procedures is March 22, 2017 and then further time will be ; -
needed to close Extendmg the stay of proceedlngs by an additional 45 days to Aprll‘: -
13, 2017 will allow the Proposal Trustee to complete the Sales Process. It will also .
provide time for the Company to work on. drafting a proposal to creditors before - -

returning to Court to'seek an additional'extension of the stay of proceedings.

29. The Proposal Trustee is not aware of any creditors who would be materially- prejudlced
by the grantmg of the requested extension to ‘the stay of proceedmgs Moreover it

Would be cost effectrve for the Court to grant this first extension now concurrent with
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the approval of the Sales Process so that the partres do not' have to-incur the additional
expense of commg back to court,

30 Intertarnment has acted in good falth and Wrth due diligence in these NOI proceedmg
“to date and in its efforts to negotrate the Stalking Horse APA and Sales Process |

©31.Tn the crrcumstances the Proposal Trustee believes it is the most approprlate strategy .:'

to maxrmrze recovery for the benefit of all stakeholders

| RECOMMENDATIONS__
| 32 The PFOPOSal Trﬁéfee Te.S'lp.ethfully reeommends- that; this Honourable .Court approve:
'(i) 'the 'Corrlparry enterirrg iﬁto thlef Stalking. Horse 'AlP.A;' .
(11) fhe terms Of_th.e Sales Prooess; _and, . 'V | |

(111) the requested extens1on to: extend the time w1th1n which to ﬁle a proposal with the

Official Receiver by Intertamment under sectron 62( 1) of the BIA to Apr11 13,2017,

VAII of wh1ch is respectfully submltted thls 24th day of February, 2017

A FARBER & PARTNERS INC IN ITS CAPACITY AS TRUSTEE

INRE THE PROPOSAL OF INTERTAINMENT MEDIA INC

/4 /Cgf/tor’ /f%t@f( _//\/'
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I§¥' . Industry Canada Industrie Canada

Office of the Superintendent  Bureau du surintendant

of Bankruptey Canada des faillites Canada
District of Ontario
Division No. 05 - London
Court No, 35-2212212

Estate No. 36-2212212
In the Matter of the Notice of Intention to make a
proposal of:
Intertainment Media Inc.
Insolvent Person

A. FARBER & PARTNERS INC.
Licensed Insolvency Trustee

Date of the Notice of Intention: January 27, 2017

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL
Subsection 50.4 (1)

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that the aforenamed
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Bankruptcy and
Insolvency Act.

Pursuant to subsection 69(1) of the Act, all proceedings against the aforenamed insolvent person are stayed as of
the date of filing of the Notice of Intention.

Date: January 30, 2017, 12:42

E-File/Dépdt Electronique Official Receiver

Federal Building - London, 451 Talbot Street, Suite 303, London, Ontario, Canada, N6A5C9, (877)376-9902
N
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INTRODUCTION

1.

On January 27, 2017, Intertainment Media Inc. (“Intertainment” or the “Company”)
filed a Notice of Intention to Make a Proposal (an “NOI”) under Section 50.4 of the
Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), and A.
Farber & Partners Inc. (“Farber”) was appointed as proposal trustee in the Company’s
NOI proceedings (in such capacity, the “Proposal Trustee”). A copy of the Certificate
of Filing of a Notice of Intention to Make a Proposal is attached hereto as Appendix

13 A”

PURPOSE OF THIS REPORT

2, The purpose of this first report of the Proposal Trustee (the “First Report”) is to report

on and seek Court approval of: (i) the proposed interim financing to be provided for -

operating expenses (including professional fees); and, (ii) the activities of the Proposal

Trustee.

DISCLAIMER

3. The Proposal Trustee has relied upon the financial records and information provided

by the Company. The Proposal Trustee has not independently audited, reviewed, or
otherwise attempted to verify the accuracy or completeness of such information.
Accordingly, the Proposal Trustee expresses no opinion or other form of assurance with
respect to the information contained in this First Report. The Proposal Trustee assumes
no responsibility or liability for any loss or damage incurred by or caused to any person
or entity as a result of the circulation, publication, re-production or use of or reliance
upon this First Report or for any use which any person or entity makes of this First
Report, or any reliance on or a decision made based upon this First Report, other than

for the express purposes as set out in this First Repott.

4. Unless otherwise stated herein, all references to dollars are in Canadian currency.
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5. A copy of this First Report and all other Court materials, Orders and Endorsements

issued in these proceedings are, and will be, available on the Proposal Trustee’s website

at: http://www.farberfinancial.com/insolvency-engagements/intertainment-media-inc
BACKGROUND

6. Intertainment is a technology incubator focused on investing in technology and social

media companies. The Company holds investments in certain technology companies
described more patticularly in the “Assets” section of this First Report, The Company——
was listed on the TSX Venture Exchange trading under the ticker “TSXV:INT” until it

was delisted in November of last year.

7. Intertainment has experienced negative cash flow from operations for over a year. The
last interim financial statements filed reflected a net loss of approximately $1.3 million
for the quarter ended March 31, 2016. Cash used in operating activities for the 9 months
ended March 31, 2016 was negative $2.5 million, as compared with negative $4.2

million for the 9 months ended March 31, 2015.

8. Burdened by excessive debt, on May 9, 2016, the Company announced. that it had
entered into a debt settlement and forbearance agreement (the “Debt Settlement
Agreement”) with the holders of outstanding secured debentures of the Company
representing an aggregate principal and interest amount of $3,628,396.81, The
agreement called for the transfer of 12,000,000 common shares of Yappn (defined

below) as partial settlement of the secured debentures.

9. As at the date of the NOI filing, the Company was still holding the 12,000,000 Yappn
shares since it had insufficient cash on hand to pay the transfer agent to execute the
transfer, Attached as Appendix “B” is an acknowledgement agreement which provides
that Intertainment is holding the 12,000,000 Yappn shares in trust. The Company
intends to'proceed with this transfer as soon as cash becomes available from the DIP

Financing Agreement (defined later in this report) to pay the transfer agent.
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Pursuant to the terms of the Debt Settlement Agreement, the management and board of
the Company was reorganized such that Mr, David Lucatch, Chief Executive Officer
and a director, and other directors resigned from their positions with the Company. Mr,
Wayne Parsons, a former consultant to the Company and former director and audit
committee chair of Yappn Corp., was appointed Chief Executive Officer and director.
On June 30, 2016, Intertainment announced that Mr. Anthony Pearlman, President and

COO of Intertainment, left the Company.

11,

12,

13.

14,

On August 15, 2016, the Company issued a press release that it had received a
Statement of Claim filed by David Lucatch in the amount of approximately $6,000,000
claimed in connection with his resignation as CEO pursuant to the terms of the
negotiated Debt Settlement Agreement. The Company claimed the allegations in the

statement of claim were without merit.

On August 26, 2016, Intertainment announced that it had received a Statement of Claim
filed by Mr. Anthony Pearlman, the former President and Chief Operating Officer of
Intertainment and a cousin of Mr. Lucatch. The Statement of Claim claims $650,000
in unpaid wages and other damages in connection with Mr. Pearlman’s employment

with Intertainment,

With the passage of time and continued liquidity issues, investors were unwilling to
continue to support the Company, particularly in light of litigation costs involved in
connection with the above noted statements of claim. As a result of a lack of funding,
on October 27, 2016, Intertainment announced that it would be unable to file its audited
annual financial statements for the financial year ending June 30, 2016. As a

consequence, the Company’s shares were cease traded on November 3, 2016.

On November 30, 2016, the Company received a Demand Letter and a Notice of
Intention to Enforce Security under Section 244(1) of the Bankruptcy and Insolvency
Act (Canada) from Cancor Debt Agency Inc. (the “Collateral Agent”), on behalf of
the Secured Creditors (defined below), pursuant to a Collateral Agency Agreement
dated May 3, 2016. The Collateral Agent demanded repayment of the principal amount
of $1,291,839.37 (the “Indebtedness”) due to the Secured Creditors, plus accrued and
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accruing costs and interest. Attached, as Appendix “C”, is a copy of the Demand Letter

and Notice of Intention to Enforce Security.

ASSETS

15, Intertainment presently has only one employee, Wayne Parsons, the CEO. The

Company operates out of Mr, Parsons’ home and the only assets of significance are the

investments it holds in various technology companies described below:

a)

b)

d)

4.8 million shares of Yappn Corp. (“Yappn™) a publicly traded Company on the
Over the Counter Bulletin Board Exchange in the United States, which does

language translation services;

20% stake in Active ImageNation Inc., a Los Angeles based developer of a
technology platform called Cap That (“Cap That”) which allows the sharing of
videos, images and commercial printing into the entertainment, music, sports and

gaming sectors;

$1.25 million owing from a company called Mi5 Print & Digital Communications
Inc. (“Mi5”) for the outstanding purchase price from the sale of a company called
Magnum Fine Commercial Printing Limited by Intertainment to Mi5 on September

2, 2014 (the “Magnum Litigation Proceeds”);
Tax losses of over $60,000,000 (the “Tax Losses™);

20% stake in an Israeli voice translation company called Lexifone Communications

Systems (2010) Ltd. ("Lexifone"); and,

Intertainment previously owned a stake in itiBiti Ventures Inc (“itiBiti”), a
company which creates social entertainment applications — pursuant to the terms of
sale, Intertainment is entitled to a 40% stake in any sale proceeds if ItiBiti is sold

on or before December 31, 2017,
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CREDITORS

16.

Attached as Appendix “D” is a listing of all of its secured and unsecured creditors

according to the records of the Company.

Secured Creditors

17.

The Proposal Trustee understands from the Company that the “Secured Creditors”

rank as follows:

18.

a) Thornton Grout Finnigan LLP (“TGF”), acting as counsel to the Secured
Debenture Holders (defined below) and Gowlings WLG (Canada) LLP

(“Gowlings”) as counsel to the Company;
b) The “Secured Debenture Holders” as listed in Appendix “D”; and,

¢) Mark Greaves, Tony Relouw and Craig Combe who advanced funds via a
private placement as third ranking secured creditors.
The Proposal Trustee has asked its counsel, Bennett Jones LLP, to conduct a review
of the secured creditors’ security and expects to have the results of that security review

in time for its next report,

Unsecured Creditors

Intertainment has informed the Proposal Trustee that it has approximately $3,081,407
in unsecured liabilities as of the date hereof. It should be noted that the actual amount
of unsecured debt would be dependent on the valuation of the litigation claims with

David Lucatch and Anthony Pearlman noted above.

EMPLOYEE COMPENSATION AND KERP

19.

Wayne Parsons is presently the only employee of the Company. Since Mr. Parsons is
a director, there are no expected employee related priorities. The Cash Flow (defined
below) anticipates the payment of Mr. Parsons’ outstanding expenses, estimated to be
$10,400, and the payment to Mr, Parsons of $20,000 + HST for each of February and

March pursuant to his consulting agreement, attached as Appendix “E”. The Cash
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Flow also anticipates a payment to Mr, Parsons of $25,000 as a key employee retention
plan (“KERP”) upon closing of an eventual court approved sale transaction, The
Proposal Trustee understands that the above noted payments to Mr, Parsons have been

discussed with the Secured Creditors, who are supportive of them,

INTERIM FINANCING

20,

Intertainment has depleted all of its cash reserves and its bank account is in a debit

position—The-Company-requires-operating-funds-to-pay-for-the-costs-of -these NOI————————

21,

22,

23.

proceedings, including the professional fees of its counsel and the Proposal Trustee to
conduct a sales process during the NOI proceedings. The interests in the private
companies which Intertainment holds are in very specialized areas and will take time
to monetize. The Company’s interest in Yappn, a thinly traded public company, would
be difficult to monetize and, if sold en bloc, would likely result in a depressed share

price, which would erode the value of the shares.

Accordingly, the Company entered into a debtor-in-possession term sheet (the “DIP
Financing Agreement”) with Tony Relouw, Craig Combe, Mark Greaves and Wayne
Parsons. Messts Relouw, Combe and Greaves are secured creditors of the Company.,
Mz, Parsons is the sole director and officer of Intertainment and is a creditor, The DIP
Financing Agreement is in the amount of $180,000 to fund the professional fees and
other operating expenses related to the proposed restructuring process. Attached as

Appendix “F” is a copy of the DIP term sheet,

The lenders require a priority court ordered charge in the amount of $180,000 against
the assets of Intertainment (the “DIP Charge™) in order to advance funds pursuant to

the DIP Financing Agreement.

TGF and Gowlings have both indicated their consent of the DIP Charge to the Proposal
Trustee. Pursuant to the Collateral Agency Agreement, the majority of creditors in
value are required for the Collateral Agent to make a decision. The Proposal Trustee is
inreceipt of copies of written approvals from Mark Greaves, Steve Singh, Craig Combe

and Tony Relouw (the signing officer for the Relouw Family 2004 Discretionary Trust)
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indicating their support for the proposed DIP financing; together, these four parties
form the majority of the Secured Debenture Holders in value and thus provide the
authority for the Collateral Agent to consent, Mark Greaves, Craig Combe and Tony
Relouw are also the third registered secured creditors. It should be noted that the above
noted consent was based upon a DIP Financing Agreement of $150,000, rather than
$180,000. According to Mr, Parsons, he has discussed the increase of the DIP to
$180,000 with each of the above noted Secured Creditors and has advised that they

have each consented to the proposed amount of the DIP Charge. This assertion is

24,

25.

supported by the fact that three of the four parties who form the majority required by
the Collateral Agent are also providing the DIP Financing Agreement, namely Messrs

Relouw, Greaves and Combe.

Because the DIP Financing Agreement is anticipated to be used for such a short period
of time (less than one year), the setup fee of $20,000 has the effect of equating to a high
per annum rate, if it was considered to be interest. However, such rates are not unusual
with such a short-term loan where the majority of the financing charges stem from the

setup fee.

Given the approval of the Secured Creditors and the difficulty in monetizing the assets,
the Proposal Trustee is of the view that the DIP Charge is reasonable in the
circumstances and recommends that the DIP Financing Agreement should be approved,
Prior to the NOI filing, the Company had reached a verbal agreement for a DIP with a
third party DIP financier. After that agreement fell through, Messrs Relouw, Combe,
Greaves and Parsons agreed to step in and provide the DIP Financing Agreement, It
should be noted that the DIP Financing Agreement is on very similar terms as compared
with what was negotiated verbally with the third party DIP financier. Given the small
loan balance and nature of the assets, the rates also appear to be reasonable and
consistent with other debtor-in-possession financings the Proposal Trustee is aware of,
Funds from the DIP Financing Agreement are included in the cash flow projections

described below and are shown to be repaid out of cash on hand at closing.
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CASH FLOW PROJECTION

26. Intertainment has prepared a projected weekly cash flow statement for the petiod from

January 27, 2017 to the week ending May 12, 2017 (the “Cash Flow”). On February
3, 2017, the Proposal Trustee e-filed the statutory cash flow with the Official Receiver
in accordance with section 50.4(2) of the BIA. A copy of the cash flow package is
attached as Appendix “G”. The Cash Flow indicates that Intertainment is projected to

have sufficient liquidity through to the conclusion of an eventual sales process (for

21.

28.

which approval is not being sought at this time), provided it has access to the DIP

Funds.

The Cash Flow is predicated on certain assumptions outlined in the assumptions page
of the Cash Flow, including that Intertainment will return to Court for approval of a
stalking horse sales process, that there will be a 3 week sales process, and that the
purchaser will advance an estimated $235,000 in order to repay the DIP Financing
Agreement and provide funding while the company drafts and tables a proposal to its

creditors.

The Proposal Trustee has reviewed the underlying assumptions on which the Cash

Flow projection is based and believes them to be reasonable.

OTHER ACTIVITIES OF THE PROPOSAL TRUSTEE

29,

30.

On January 31, 2017, the Proposal Trustee mailed notice of the NOI to Intertainment’s
creditors, A copy of the notice is attached as Appendix “H”, Note that the total
creditors per the NOI mailing differs slightly from the creditor’s list in Appendix “D”,

which has been updated since the mailing.

The Proposal Trustee has also begun work with the Company to outline a stalking horse

sales process.

RECOMMENDATIONS

31

The Proposal Trustee respectfully recommends that this Honourable Court:
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i)  approve the activities of the Proposal Trustee as described herein; and,

i) . approve the proposed DIP Financing Agreement and the DIP Charge.

All of which is respectfully submitted this 10" day of February, 2017,

A. FARBER & PARTNERS INC. IN ITS CAPACITY AS PROPOSAL TRUSTEE
. OF INTERTAINMENT MEDIA INC., AND NOT IN ITS PERSONAL OR IN ANY
OTHER CAPACITY -

/. Farber 7/ Yot trors Ins.
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ASSET PURCHASE AGREEMENT

BETWEEN

INTERTAINMENT MEDIA INC,

AND

2541843 ONTARIO INC,

MADE AS OF

23 FEBRUARY 2017



ASSET PURCHASE AGREEMENT
THIS AGREEMENT is made as of 23 February, 2017
BETWEEN:
INTERTAINMENT MEDIA INC.

(the “Vendor™)

» and -

2541843 ONTARIO INC,

(the “Purchaser™)

A, On 27 January 2017, the Vendor commenced the BIA Proceeding by filing a Notice of
Intention to Make a Proposal naming the Trustee as proposal trustee with a view to
developing a proposal to be presented to the Vendor’s unsecured creditors,

B. The Vendor wishes to sell certain of its assets fo provide for the claims of its secured
creditors and to satisfy the claim of its secured creditors and to facilitate the making of a
proposal fo its unsecured creditors.

C. The Purchaser has agreed to purchase the Purchased Assets subject to the overbid
procedures established by the Overbid Procedures Order.

NOW THEREFORE, in consideration of the tovenants and agreements herein contained,
the parties agree ag follows:
ARTICLE 1 - INTERPRETATION
1.01 Definitions

In this Agreement, unless something in the subjeet matter or context is inconsistent
thevewith:

“Agreement” means this agreement, including its recitals and schedules, as amended from time to
time,
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“Applicable Law” means: (i) any applicable domestic or foreign law including any statute,
subordinate legislation or freaty, and (i) any applicable guideline, directive, rule, standard,
requirement, policy, order, judgment, injunction, award or decree of a Governtental Authority
having the force of law.,

“Approval and Vesting Order” means an order of the Court ;x'(mdmg for the vesting of the right,
title and interest of the Vendor in-and to the Purchased Assets in and to the Purchaser, or other
successful purchaser of the Purchased Assets, free and clear of all encumbrances except Permitted
Encumbrances substantially in the form attached as Schedule “A”,

“Assumed Liabilities” means;

(i) the obligations owing by the Vendor to the Security Creditors as at the Closing

Date, which Ts estimated T be no less than $1,885,535;

(i)  theobligations, if any, owing by the Vendor to the Canada Revenue Agency that
rank in priority to the claims of the Secured Creditors or that are required to be
paid by the Vendor in the Proposal Proceedings; and

(i) $180,000 owing by the Vendor to Wayne Parsons, Tony Relouw, Craig Combe
and Mark Greaves pursuant to the term sheet dated 9 February 2017 approved by
the Cowrt on 14 February 2017,

“BIA Proceeding” means the proceeding pursuant to Bankruptcy and Insolvency Act (Canadd)
commienced by the Vendor on 27 Jatuary 2017,

“Business Day” means a day otherthan a Saturday, Sunday or statutory holiday in Toronte, Ontario,

“Claims” means all losses, damages, expenses, liabilities (whetheraccrued, actual, contingent, latent
or otherwise), interest, penalties, costs, clainis, complaints and demands 6f whatever nature or kind
including all legal fees and costs-on a solicitorand client basis,

“Closing Date” means Buginess Day following the day on which all of the conditions set forth in
Article 5 are satisfied, or such other date as may be agreed to in writing between the Vendor and the
Puorchaser.

“Court” means the Ontario Superior Court of Justice, Commercial List.

“Goveérnmental Authority” means any domestic or foreign legislative, executive, judicial or
administrative body or person having or purporting to have jurisdiction in the relevant
circumstances.

“Overbid Procedures Order” means an order of the Court: (i) approving the sale of the Purchased
Assets to the Purchaser pursuant to the terms of this Agreement; and (ii) providing for the procedure
by which alternate purchaser(s) may submit competing offers to purchase the Piirchased Assets
substantially in the form attached as Sehedule “B”;

#Permitted Encambrances™ means:
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() encumbrances relating to Assumed Liabilities; and
(i)  the encumbrances described in Schedule “C*,
“Purchased Assets” has the meaning set out in Section 2.01.
“Purchase Price” has the meaning set out in Section 2.02;
“Secured Debenture Holders” means the persons identified on the attached Schedule “D”,

“Secured Creditors” means Mark Greaves, Tony Relouw, Craig Combe, Thormten Grout Finnigan
LLP, Gowling WLG (Canada) LLP and the Secured Debenture Holders,

¥Lax-Act moeans-the-Income-Tax-Act-(Canada):

“Time of Closing” medns noon (Eastern Standard Time) on the Closing Date.
“Transfer Taxes” has the meaning set out in Section 2.04.
“Irusted” means A, Farber & Partners Ine.
1.02 Headings

The division of this-Agréement into Articles and Sections and the insertion of a table
of contents and headings are for convenience of reference only and do not affect the construction or
interpretation of this Agreement. The terms “hereof”, “hereunder” and similar expressions refer to
this Agreement and not to any particular Artiole, Section or other portion hereof, Unless something

in the subject matter or context is inconsistent therewith, references herein to Articles, Sections and
Schedules are to Articles and Sections of and Schedules to this Agreémenit.

1.03

Inthis Agreement words importing the singular number only include the plural and
vice versa, words importing any gender include all genders and words :tmpartmg, pergons irclude
individuals, corporations, limited and unlimited liability companies, general and limited
partnerships, associations, trusts, unincorporated organizations, joint ventures and Governmenial
Authorities, The term “includitig” means “Including without Hmiting the generality of the
foregoing”.

1.04 Statutory Re’ferenccs

In this Agreement, unléss something in the subject matfer or context is inconsistent
therewith or unless otherwise herein provided, a reference to any statute is to that statute as now

enacted or as the sarhe may from time to time be amended, re-enacted or replaced and includes any
regulations made thereunder,

1.05 Currency

All references to currency herein are to lawful money of Canada,



1.06 Schedules

The following are the Schedules to this Agreement:

Schedule A - Approval-and Vesting Order
Schedule B - Overbid Procedures Order
Schedule C - Permitted Encumbrances
Schedule D - Secured Debenture Holders
Schedule E ~  Purchased Assets

ARTICLE 2 - SALE AND PURCHASE

<
it

83

Upon and subject to the terms and conditions hereof, the Vendor will sell and assign
to the Porchaser and the F‘uwhasesf will purchase from the Vendor, as of and with effect from the
Time of Closing, all of the right, title, benefit and interest of the Vendor in and to the assets and
property identified on Schedule “E” (collectively, the “Purchased Assets”),

2.02 Purchase Price

The purchase price payable to the Vendor for the Purchased (the “Purchase Price”)
will be §65,000 in cash plus the amount of the Assumed Liabilities, which shall be no less than .
$2,065, 535.

2.03 Allocation of Purchase Price

The Purchase Ptice will be allocated among the Purchased Assets as agreed by the
Vendor and the Purchaser in writing at the Time of Closing

2.04 Payment of Taxes

The Purchaser will, in addition to the Purchase Price, be liable for and will pay, or
cause to be paid, any applicable federal and provineial sales taxes, goods and services taxes, excise
taxes, all transfer, land transfer, value added, ad valorem, use, cmsumptmn, harmonized sales, retail
sales, social services, or other similar taxes or duties (other than income taxes of the Vendor or the
Vendor) payable under any Applicable Law on or with respect 1o the sale and purchase of the'
Purchased Assets under this Agreement {collectively, “Transfer Taxes™). At the Time of Closing,
the Purchaser will pay the Transfer Taxes to the Vendor. The Purchiaser will prepare and fils any
affidavits or returns required in connection with the foregoing at its own costand expense. Tothe
extent that any Transfer Taxes are required to be paid by or are imposed upon the Vendor, the
Purchaser will reimburse to the Vendor such taxes within five Business Days of payment of such
taxes by the Vendor, The Purchaser will indemnify and hold the Vendor harmless in respect of any-
Transfer Taxes, penalties, interest and other amounts that may be assessed against the Vendor under
any Applicable Law as a result of the sale of the Purchased Assets,
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The Purchaser will assume, fulfil and perform the Assumed Liabilities from and

after the Time of Closing. The Purchaser will indemnify and save harmless the Vendor and its
directors, officers, employees, agents and advisors (collectively, the “Indemnified Parties™)
from and against the Assumed Liabilities

2.06

Obligations and Liabilities Not Assumed

Except s provided in this Agreementor by Applicable Law, the Purchaser does not

assume and will ot be liable for any obligations or liabilities of the Vendor or the Vendor.

207

Pavment of Purchase Price

()

(b)

3.061
@
)
(¢)
)
3.02
@

ARTICLE3 - REPRESENTATiONS WARRANTIES AND ACKNOWLEDGEMENTS

The Purchase Price will be paid by the Putchaser as follows:

The cash component of the Purchase Price will be payable by the Purchaser by
wire transfer of certified cheque on closing; and

The Purchaser will assume the Assumed Liabilities as-atthe Time of Closing.

Vendor’s Representations and Warranties
The Vendor represents and warrants to the Purchaser that:

the Vendor has the right to enter into this Agreementand to complete the transactions
contemplated herein, subject to the granting of the Approval and Vesting Order;

exoept for thiy Agresment, to the best of the Vendor’s krowledge, there are no
outstanding options, agreements or rights capable of becoming an agreement
obligating the Vendor to sell the Purchased Assets orany of them to any person other
than the Purchaser;

the Viendor is registered under Part IX of the Excise Tax Act (Canada) with
registration number 85413 5092 RT0001; and

the Vendor is not a non-resident person within the meaning of section 116 of the Tax
Act,

Purchaser’s Representations and Warranties

The Purchsser represerits and warrants to the Vendor that:

the Purchaser is a-corporation duly ineorporated, organized and subsisting under the
laws of Ontario and has all the necessary corporate power and authority to enter into

this Agreement and to carry out its obligations hereunder;
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(b)  the Purchaser has good and sufficient power, authority and right to enter into and
deliver this Agreement and to complete the transactions to be completed by the
Purchaser-contemplated hereunder;

(¢)  this Agreement constitutes a valid and legally binding obligation of the Purchaser,
enforeeable against the Purchaser in accordance with its terms;

(d)  neither the entering into nor the del ivery of this Agreement nor the completion of the
transactions contemplated hereby by the Purchaser will result in & violation of:

63 any of the provisions of the constating documents or by-laws of the
Purchaser;

(if)~—any agreement orother instrument to which tie Purchaser 15 4 party of by
which the Purchaser {s bound; or

@iil) any Applicable Law.

{e)  no authorizations, consents or ;iyprovas of, or filing with or notice to, any
Governmental Authority is required in connection with the execution, delivery or
performance of this Agreement; and

(f)  the Purchaser is registered under Part.IX of the Excise Tax Act (Canada) with
reégistration number :

3.03 “Ag Is, Where Is”

Notwithstanding any other provision of this Agreement, the Purchaser acknowledges
that it is purchasing thie Purchased Assets on an “ag s, where: is” basiy and on the basis that the
Purchaser has inspected the Purchased Assets and will accept the sanie at the Time of Closing in

their then current state, condition and location and subject to all Permitted Encumbrances. Exceptas

otherwise expressly provided in this Agreement, 1o tepresentation, warranty or condition whether

statutory (including under the Sale of Goods Act (Ontarie), the International Sale of Goods

Contracts Convention Act (Canaday and the Infernational Sale of Goods det (Ontario) or any
international equivalent act which may be applicable to the subject matter pursuant to the provisions
of this Agreement, including the United Nations Conventionon Contracts for the Intertiational Sale

of Goods), e:s:pmsed or implied, oral or written, legal, equitable, conventional, collateral or.

otherwise will be given by the Vendor as to title, outstanding liens or encumbrances, description,
fitness for purpose, merchantability, quantity, condition, quality, suitability, durabil ity, assignability,
or matketability thereof or any other maiter or thing whatsoever, and all of the same are expressly
excluded. The Purchaser amknowlezdggas and agrees that it has: mspmmd the Purchased Assets and
hag relied on its own investigations as to the matters set out above and in determining to purchase the
Purchased Assets pursuant to this Agreement. The deseription of the Purchased Assets contained
herein (including the Schedules hereto) is for the purpose of identification only and no ¢ondition,
warranty or representation has been or will be given by the Vendor concerning the ‘accuracy,
completeness’or any other matter with respect to such descriptions.



o7 -

ARTICLE 4 - COVENANTS

4,01 Covenants of the Vendor

(1) The Vendor will ensure that the representations and warranties of the Vendor set out
in Section 3.01 4re true and correctat the Time of Closing and that the conditions of closing set out
inSections 5.01(1) and 5. ()2(1) over which the Vendor Kas reasonable control have been performed-
ot complied with by the Time of Closing.

4,02 Covenants of the Purchaser

(1) The Purchaser will ensure that the representations and warranties of the Purchaser set
outi in Section 3.02 are true and correctat the Time of Closing and that the conditions of closing set

oui-in-Section5; 91{1)*&1‘1&”5 02¢1)-over-whiclr the Purchuser-has reasonable control bave been

performed or complied with by the Time of Closing.

4.03 Cooperation on Tax Matters

The Vendor and the Purchaser will furnish or cause to be furnished to each other, at
theexpense of the requesting party, as promptly as practicable, such information and assistance, and
provide additional information and explanations of any material provided, relating to the Purchased
Assets ag is reasonably necessary for the filing of any tax returns, for the preparation of any audit,
and for the prosecution or defence of any claim, suit or proceeding relating to any adjustment or
proposed adjustment with respect to-taxes.

ARTICLE 5 - CONDITIONS

5.01 Conditions for the -Béix,efii’:ﬁf,ihe'Pur'clxasgzr

(1) Thesale by the Vendorand thie purchase by the Purchaser of the Purchased Assets is
subject to the following conditions, which ave for the exclusive benefit of the Purchasei and which
are'to be performed or complied with ator prior fo the Time of Closing:

(@)  therepresentations and warranties of the Vendor set forth in Seetion 3.01 will be true
and eorrectat the Time of Closing with the same force.and effect as if made atand as
of such time;

(b)  the Vendor will have performed or complied with all of the terms, covendnts and
condifions of this Agreement to be performed or complied with by the Vendorat or
prior to the Time of Closing;

(¢)  the'Veendor will have delivered or caused to be delivered to-the Purchasereach of the
ftems listed in Section 7.04;

()  moaction or proceeding will be pending to restrain, enjoin or prohibit the purchase
and sale of the Purchased Assets; and



(&)

()

w8

the Approval and Vesting Order will have been granted by the Courtand such order
will nothave been stayed, varied or set aside and no motion seeking any relief fiom
the Approval and Vesting Order will have been served or be pending:

In case any matevial term or covenant of thie Vendor or materfal condition to be

performed or complied with for the benefit of the Purchaser at or prior to-the Time of Closing has
not been performed or complied with at or prior to the Time of Closing, the Purchaser, without
limiting any other right that the Purchaser has, may at its sole option either acting reasonably:

@

(b)

resoind this Agreement by notice to the Vendor, and in such event the Purchaser will
be veleased from all obligations heraunder; or

wive coriplianice with any such terns, ¢ovenant or condition in whole ot in part on

SUcliterina as ay be agreed Upon without prejudice to any of Tis rights ol Tescission

in the event of non=performance of any other term, covenant or condition in whole or

inpart;

and, if the Purchaser reseinds this Agreement pursuant to Section 5.01(2)(a), the Vendor will also be
released from all ‘obligations hereunder,

5.02
(1)

Conditions for the Benefit of the Vendor

Thie sale by thie Vendorand the purchise by the Purchagser of the Purchased Assets is

subject to the following conditions, which are for the exelusive benefit of the Vendor and which are
to be performed or complied with at or prior to the Time of Closing:

(@)

®)

(©)
(d)

©

@

the representations and warranties of the Purchaser set forth in Section 3.02 will be
trug-and correct at-the Time of Closing with the same force-and effect as if made at
and as of such time;

the Purchaser will have performed or complied with all of the terms, covenants and
conditions-of this Agreement to be performed or complied with by the Purchaser at
orpriorto the Time of Closing;

the Purchaser will have delivered or caused to be delivered to the Vendor each of the
jtems listed in Section 7.05;

no action or proceeding will be pending to restrain, enjoin or prohibit the purchase
and sale of the Purchased Assets; and

the Approval and Vesting Order will have been granted "by the Court and such order
will riot have been stayed, varied or set aside and no motion secking any relief from
the Approval and Vesting Oxder will have been served or be pending;

I case any material ferm or covenant of the Purchaser or condition to be performed

or complied with for the benefit of the Vendor at or prior to the Time of Closing has not been
performed or complied with at or prmr to the Time of Clc:samg, the Vendor, without limiting any
other right that the Vendor has, idy at its sole option either acting reasonably:
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(@  rescind this Agreement by notice to the Purchaser, and in such event the Vendor will
be released from all obligations hereunder, o

(b)  waive compliarice with any such:térm, covenant or condition in whole or in part on
such terms a3 may be agreed upon without prejudice to any of its rights of reseission

in the event of non-performance of any vther term, covenant or condition inwhole or
in part,

and, ifthe Vendorrescinds this Agreement pursuant to Section 5,02(2)(a), the Purchaser will-also be.
released from all obligations hereunder unless the term, covenantor condition for which the Vendor
has rescinded this Agreement was one that the Purchaser had covenanted, pursuant 1o Section
4.02(1), to ensure had been performed or complied with, in which event the Purchaser will be liable
{0 the Vendor forany Claims incorred by the Vendor: ciirm:ly or indirectly as a result of such breach.

ARTICLE 6 - OVERBID PROCEDURES
601 Bidding Procedures

Not later than fifteen (15) Business Days following the exceution of this-Agresment,
the Vendor shall file a Motion withthe Court requesting the entry of the Overbid Procedures Order,

6.02

Expense Reimbursement

Subject to the fssuance of the Overbid Procedures Order, tipon the fermination of this
Agreement by the and the transfer of substantially all of the Purchased Assets to a third party other
than the Purchaser (an “Alternative Transaction”), the Vendor shall () reimburse the Parchaser for
its documented reasonable out-of-pocket costs and expenses (including reasonable legal, accounting,
engineering and other consultant fees and expenses) incurred in connection with this Agreement and
the transactions contemplated hereby in an amount of $75,000 (the “Expense Reimbursement”).
Payment of the Bxpense Reimbursement shall be made by wire transfer of immediately available
funds promptly upon consurnmation of the Alternative Transaction from the proceeds from the
Alternative Trangaction, and the Purchaset shall have a first ranking and priority:lien and charge
against all proceeds of the Alternative Transaction as security for the Bxpense Reimbursement,

ARTICLE 7« CLOSING ARRANGEMENTS

701 Closing

The sale and purchiase of the Purchased Assets will be completed at the Time.of
Closing at the offices of counsel for the Vendor, Gowling WLG (Canada) LLP, Suite 1600, First
Canadian Place, 100 King Street West, Toronto ON MISX 1GS.
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7.02 Examination of Records and Purchased Assets

(1) The Vendor will make reasonable efforts to make available to the Purchaser and its
guthorized :&pmwmianws all datarecorded or stored by means of any deviee, including in electronic
farm, in its possession or under its control relating to any of the Purchased Assets,

(2)  Both prior to the Closing Date and, if the sale and purchase of the Purchased Assets
hereunder fails to ocour for whatever reason, thereafter, the Purchaser will notdisclose to anyorie or
use’for its own.or for any purpose other than the purpose contemplated by this Agreement any
confidential information concerning the Vendor or the Purchased Assets obtained by-the Purchaser
pursuant hereto, will hold all such information in the strictest confidence and, if the sale and
purchase of the Purchased Assets hereunder fails to occur for whatever reason, will réturn all
documents, recordsand all otherinformation or data’ wlmmg tothe Vendor or the Purchased Assets

which the Purchaser obtained pursudnt to this Agreement..

(3)  Fromand after the Closing Date, except as required by order of the Court or other
court of competent jurisdiction or by applicable law, the Vendor will not disclose to anyone or use
for any purpose any confidential information conceming the Purchased Assets purchased by the
Purchaser pursuant to this Agreement and will hold all such information in the strictest confidence,

7.03 Title

All of the right, title, benefit and interest of the Vendor, if any, in and o the
Purchased Assets will pass from the Vendor to the Purchaser at the Time of Cloging, At the Time of
Closing, the Purchaser will take possession of the Purchased Assets where situated,

7.04 Vendor's Closing Deliveries

Onor before the Time of Closing, the Vendor will deliver or cause to be delivered to
the Purchaser the following:

(@  a cextificate executed by a senior officer of the Vendor confirming that the
representations and warranties of the Vendor in Section 3,01 are true and correct ag
of the Time of Cl asmg and that the obligations of the Vendor to be performed ptior
to the Time of Closing have been performed;

(b)  acopy of the issued and entered Approval and Vesting Order; and

(¢)  suchdeeds, documents of title, vonveyances, transfers, assignments, indentures and
instruments necessary or desirable in the opinion of the parties hereto and their
respoctive counsel, asting reasonably; to effect the assignment, transforand sale-of
the Purchased Assets to the Purchaser and such other documents or instruments as
confemplated.or required to be delivered by the Vendor pursnant to this Agreement.
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On or before the Time of Closing, the Purchaser will deliver or cause to be delivered

to the Vendor the following:

(8)
(b)

(©

the payment of the Purchase Price as contemplated by Seetion 2.07;

a certificate exceuted by a senior officer of the Purchaser confirming that the
representations and warranties of the Purchaser in Section 3.02 are true and gorrect.
as of the Time of Closing and that the obligations of the Purchaser to be performed
prior to the Time of Closing have beex performed;

evidence, satisfactory to the Vendor, of the payment of Transfer Taxes as

@

8.01

conterplated lyy Section 2:04;-and

such other deeds, documents of title, conveyances, transfers, assignments, indentures
and instruments necessary or desirable in the opinion of the parties hereto-and their
respective counsel, acting reasonably, to effect the assignment, transfer and sale of
the Purchased Assets: to the Purchaser and such other documents, instruments or
indemmnities ay contemplated or requived to be delivered by the Purchaser pursuant to
this Agréement, '

ARTICLE S - GENERAL

Further Assurances

Each of the Vendorand the Purchaser will from time fo time execute and deliver all

such further documents and 'in*s'trimmn'ts.}md do all acts and things as the other party may, either
before or after the Closing Date, reasonably require to effectively carry out or better evidence or
perfect the full intent-and meaning of this Agreement.

8.02

£

‘ime of the Essence

Time is-of the essence of this Agreement,
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8.03 Fees and Commissions

Each of the Vendor and the Purchaser will pay its respective legal and accounting
costs and expenses incurred in connection with the preparation, execution and delivery of this
Agreement and all documents and instruments executed pursuant to this Agreement and any other
costs and expenses whatsoever and howsoever incurred and will indemnify and save harmless the
other from and againstany Claim for any broker’s, finder’s or placement fee or commission alleged
to have been incurred as a result of any action by itin connection with the transactions under this
Agreement.

8.04

Except as required by law or by the Vendor in connéction with the BIA Proceeding ot
a Court order, no public announcement or press release concerning the sale and purchase of the
Purchased Assets may be made by the Vendor or the Purchaser without the prior consent and joint
approval of the Vendor and the Purchaser, which consent and approval shall not be unreasonably
withheld.

8.05 Benefit of the Agreement

This Agwmmt will enure to the benefit of and be binding upon the respective
successors and permitted assigns of the parties hereto.

8,06 Entire Agreement

This Agreement and the Confidentiality Agreement constitute the entire agreement
between the ;}ﬁf‘&es hereto with respect to the subject matter hereof and such agreements cancel and
supersede any prior understandings and agreements between the parties hereto with respect thereto,
There are no representations, warranties; terms, conditions, undertakings or collateral agreements,
‘express, implied or statutory, between the parties other than ag expréssly sét forth in this Agreement
or in the Confidentiality Agreement.

8.07 Amendments and Waivers

No.amendment to this Agreement will bevalid or binding unless set forth in writing
and duly t,;ce%mted by bcrt‘h of ﬁm pdrtras hmto Na wawer of any %:1 eaah of‘ zmy prowsmrx e;{f ihm

gwe tht., same anci unl%s c;therwwe pmvxded will be: hmttﬁd ta zh@ sp&mfiu br e%h wawecf

8.08 Assignment

This Agreement may not be agsigned by-either party without the pzicsf written consent
of the other, except that the Purchaser shall, at any time up fo the Business Day prior to the making
of the A}:xpmval and Vesting Order, have the right to divect in writing that the Purchased Assets be
vested in a related or affiliated company.
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8.09 Notices

Any demand, notice or other commuynication to be given in connection with this
Agreement must be given in writing and will be given by personal delivery or by electronic means of
conmunication addressed to the recipient as follows:

To the Vendor:

INTERTAINMENT MEDIA LTD,

Unit 11~ 1673 Richmond St

London ON M6G 2N3

Attention: Wayne Parsons

Email: wparsons@intertainmentmedia.com
With copies to:

GOWLING WLG (CANADA) LLP
Suite 1600, 100 King St W
Toronto ON M5X 1G5

Fax: 416-862-7661
Attention:  E. Patriek Shea, LSM, €8
BEmail: Patrick.shea@gowlingwlg.com

and

A. FARBER & PARTNERS INC.
Suite 1600, 150 York St
Toronto ON M5 385

Atfention:  Rob Stelzer, CPA, CA, CIRP
Ernail: rstelzer@farberfinancial.com
and

BENNETT JONES LLP

3400, 100 King St W
Toronto ON MSX 1A4

Aftention:  Sean Zweig
Email: ZweigS@bennettiones.com
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To the Purchaser:

Fax v
Attention:
Email:

orto such other street address, individual or electronic communication number or address as may be

designated by notice given by either party to the other. Any demand, notice orother communieation.
given by personal delivery will be eonclusively deemed to have been given on the day of actual
delivery thereof and, if given by electronic communication, on the day of transmittal thereof if given
during the normal business hours of therecipient and on the Business Day during which such normal
business hours next occur if not given during such hours on any day.

8.10 Remedies Cumulative

The right and remedies of the parties under this Agreement are cumulative and arein
addition to, and not in substitution for, any other rights and remedies available at law or in equity or
otherwise. No single or partial exercise by a party of any right or remedy precludes or otherwise
affects the exercise of any other right or remedy to which that party may be entitled.

8u ] 1

‘No Third Party Beneficiaries
This Agreement is solely for the benefit of

(a)  the Vendor, and its successors and permitted assigns, with respect to the obligations
- of'the Purchaser under this Agreement; and

(b)  the Purchaser, and its successors and permitted assigns, with respect to the
obligations of the Vendor under this Agreement,

and this Agreement will not be deemed to confer upon or give 1o any other person any remiedy,
claim, lability, reimbursement, cause of action or other right.

8.12 Governing Law

- This Agreement is governed by and will be construed in accordance with the laws of
the Province of Ontario and the laws of Canada applicable therein,

8.13 Attornment

_ Forthe purpose of all legal proceedings this Agreement will be deemed to have been
performed in the Province of Ontario and the Court will have jurisdiction to entertain any action
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arising under this Agreement. The Vendor and the Purchaser each-attorns to the jurisdiction of the
Court,

8.14 Severability

If any provigion of thig Agreement or anty document delivered in connection with this
Agreement is pdmally or completely invalid or unenforceable, the mvah&ity or unenforceability of
that provision will not affect the validity or enforceability:of any other provision of this Agre@mmt
all of which will be construed and enforeed as if that invalid or unenforceable provision were
omitted. The invalidity or unenforceability of any provision in one jurisdiction will not affect such
provision validity or enforceability in any other jurisdiction.

8.15

The Purchaser acknowled ges that the Vendor is entering into this Agreement solely in
its capacity as interim receiver and receiver and manager of all the assets, undertakings and
properties of the Vendor and not in its personal capacity.

8.16 Counterparts

This Agreement may be exeented in any number of counterparts, each of which will
be deemed to bean original and all of which taken togethier will be deemed to constitute one and the
same instrament.
8.17 Facsimiles

Delivery of an executed signature page to this Agreement by any party by electronic
teansrission will be as effective as delivery of a manually executed copy of this Agreement by such

party.
THE REMAINDER OF THIS PAGE IS INTENTIONALLY BLANK
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IN WITNESS WHEREOF the partics have excouted this Agreomont as of the
date first written above,

INTERTAINMENT MEDIA INC,

Par:

R

Awuthorized Signing Officer

Per:

Authorized Signing Officer

2541843 ONTARIO INC,

?ef: /X« w:mﬂ/w/%{;i;mm»w»mm

Authorized Signing Officer

Per:

s g5 e R GRS St e

Authorized Signing Officer



SCHEDULE A
APPROVAL AND VESTING ORDER




Court File No.: 35-2212212

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

o COMMERCIAL LIST
THE HONOURABLE ) DAY, THE [DATE]
JUSTICE DAY OF 2017

1 T ER OF THE NOTICE OF INTENTION
' }@SAL OF INTERTAINMENT MEDIA INC.

“Proposai Trustec”) in its eagmﬁy as tz*ﬂme um}er thet }f}wbtm § pmpmal {tha “Report”), and

vesting in the Purchaser the Debtoi’s right, title and interest in and to the assets desctibed in the

Sale Agreement (the “Purchased Assets”), was heard this,day a@gg%%()% University Avenue,
i gy

<
¢

Toronto, Ontario.

ON READING the Report and on hearing the submis: of zzom:tse! for the Debtor, the
Proposal Trustee, [NAMES OF OTHER PARTIES APPEA
other person on the service list, although properly served as appears from the Affidavit of

[NAME] swoin [DATE] filed:

&

G], no one appearing for any

1. THIS COURT ORDERS AND DECLARES that the Transaction is Heréby
and the execution of the Sale Agreement by the Debtor is hereby authorized and approyed, with

1oved,

L3

such minor amendments as the Debtor, with the approval of the Proposal Trustee, deem

necessary. The Debtor is hereby authorized and directed to take such additionallsteps and
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stantially in the form attached as Schedule A hereto (the "Certificate"), all of
the Debtor's right, title and interést in and fo the Purchased Assets described in the Sale
Agreement and listed on Schedule B hereto shall vest absolutely in the Purchaser; free and clear

of and from' any 48 security interests (whether- contractual, statutory, or otherwise),

hypothecs, mortgages med trusts (whether contractual, statutory, or otherwise),

liens, executions, levie rother financial or mongtary claims, whether or not they have
attached or been perfi

(collectively, the "C

d, re i@?gred or filed and whether secured, unsecured or otherwise

\%ﬁi;ﬁ?&

") save ‘“é}izept those claims and the related secutity interests or

deemed trusts listed on the attached Schedule €, which claims shall continue to attach to the

Purchased Assets with the same priority as they had with respect to the Purchased Assets

A

immediately prior to the sale.

3. THIS COURT ORDERS AND DiR
copy of the Certificate, forthwith after 5;811 ,

4, THIS COURT ORDERS ihall:, rmtwii;hsmntﬁmg:

S the Proposal Trustee to file with the Court a-

(a)  the pendency of these proceedings;

(b)  any applications for a bankruptey order now-

bankruptey order issued pursuant to any such a c,auons, and

(¢)  anyuassignment in bankruptcy made in respmtvaf‘ t’hz’;'ﬁebtm_;

the vesting of the Purchased Assets in the Purchaser pursuant to this Order shall be binding on
any trustee in bankruptey that may be appointed in respect of the Debtor and 3%)}:&1 the Vaids;
voidable by creditors of the Debtor, nor shall it constitute nor be deemed o be a
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application:of'the Bulk Sales dct (Ontario).

6. THIS COURT HEREBY REQUESTS the aid and recognition of any court,
tribunal, regulatory or administrative body having jurisdiction in Canada or in the United States

e

to give effect to this Or
Orders

All-courts;—tribunalsstepulatory—and—administrative—bedics—are—hereby respeetfully ———

requested to make sucl stand to provide such assistance to the Debtor or the Purchaser as
may be necessary or desirable to givéieffect to this Order or to assist the Debtor or the Purchaser

in cartying out the terms of this Order.




Schedule A —Certificate

Court File No.; 35-2212212

" ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)
COMMERCIAL LIST

BETWEEN:

RECITALS

Debtor’s ;:smpasgﬂ to the Purchaser of 4 ceri;iiwaie confirming (i he payment by the Purchager of
the Purchase Price for the Purchased Assets; (if) that the condil
Agreement have been satisfied or waived by the Debtor 4

-to (’fﬁos:ng as set out in Sale
d the Purchaser; and (ii) the

Transaction has been eompleted to the satisfaction of the Debtor,

B, Unless otherwise indicated herein, terms with inftial capitals have the meanings set out in
the Sale Agreement,

THE PROPOSAL TRUSTEE CERTIFIES the following;

1. The Purchaser has paid the Purchase Price for the Purchased Assots payahf on the
Closing Date pursuant to the Sale Agreement; ol



4, This Certificate was delivered by the Proposal Trustee at [TIME] on
|DATE]

A. FARBER & PARTNERS INC, in ifs
capacity as frustee wnder the proposal of
Intertainnient Media Inc.

Pery

Name:
Title:




Schednle B — Purchased Assets
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Schedule C — Surviving Claims and Seeurity Interests

:
1
3
|

Obligations: wing by the Vendor to- the Security Creditors (as defined in the Sale
i is at the Closing Date and related security.

FE)

Obl atmns owing to Thornton Grout Finnigan LLP and Gowling WLG (Canada) LLP
and all related security.

3. Obligations,-if-anys-owing by the Vendor to the Canada Revenue Agency that rank in

priority to the

Vendor in the Py

4, $180,000 owing dor
Greaves ;mrsuam t{} the ferm aému& dated 9 I*e;bmary 2017 and the seaunty gmmed
pursuant to the Order made on 14 February 2017,
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SCHEDULE B
OVERBID PROCEDURES ORDER




Court File No.: 35-2212212
 ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

COMMERCIAL LIST
THE HONOURABLE ) DAY, THE [DATE]
¢
JUSTICE 3 DAY OF , 2017

[ER OF THE NOTICE OF INTENTION

TO MAKE'A PR §AL OF INTERTAINMENT MEDIA INC,

A

ORDER

Agreement”) between the Debtor and 2541
overbid procedures was heard this da:;%% 3301
e

ON READING the Report (the “Report”) of A, Farber & Partners Inc. (the “Proposal
Trustee”) in its capacity as trustee under the Debtor’s proposal and the Affidavit of Wayne
‘the Proposal Trustee;

1. THIS COURT ORDERS that the time for service and
the Motion Record is hereby abridged and service thereof is.hy y.validated so that this motion
is properly returmable today and further service thereof is hereby dispensed with,

g of the Notice of Motion and

2. THIS COURT ORDERS that all capitalized terms not otherwise de
have the respective meanings aseribed to them in the Sale Agreement or the Oyerbid
(as such terms are defined below), as the case may be.



D

THIS/COURT ORDERS that the Debtor is hereby authorized and direeted to enter into
le ,A_graeril?%%%% to sell to the Purchaser the dssets identified in the Sale Agreement (the
: i

“Purchased Assel ﬁ, substantially in the form of the agreenient attached to the Repott.

4+ X+ THIS’COURT ORDERS that fhe sales. and bidding procedutes attached hereto as
Schedule “A” (the “Overbid Proecedures”) be and are hereby approved and the Proposal
Trustee is hereby authorized and directed to conduct the Overbid Procedure.

Y

B, THIS COURT RDEE%%%& the Proposal Trustee and its dffiliates, partners, directors,

o
11 hdveno-lability-with-respect-anylosses;-claims;-damages—or————

employees—and--agent

liabilities, of any natu

negligence or wilful misconduct of the Proposal Trustee in performing its obligations under the
Overbid Procedure.

substantially on the basis of the termsContain W ‘Sale Agreement and the Purchase Price
offered by the Successful Purchaser in the Overbid Procedure save and except that the Suscessful
Purchaser shall not be entitled to the benefit of Article 6 — Overbid Procedures of the Sale

Agreement.




OVERBID PROCEDURES

rocedures shall govern the solicitation by the Proposal Trustee of offers for the
‘ tare smpex‘xor to that samemplated !;sy tha Sala Agtaament in ierms of tha Purohaw»

Shz%ﬂ tmve thez me:anmg asambud in rhe (f}rcler dat&d [I}at&] }f‘@bruary 2017 or ﬂw Salei

Azgreemen : Unle&s otherwise stated, all monetary amounts contained herein are expressed in Canadian
dollars,

Overbid Procedures

5 Prov

5 P a pwr:edum to solicit binding offers to purchiase the Purchased
Aawts f‘m: 4 Pfurchas&f‘ ce 't_hg

11 result in proceeds in excess of that provided for in the Sale

ebtor determines that there is one offer from a Qualified Bidder that
" that provided by the Sale Agreement, the Debtor shall conduct an
auction i a::cortiam% the pro éfdures set out in Seetion 7,

- " . .

1. Assets for Sale

The Debtor is soliciting offers for the Purehamd Assets only and offers must be for the purchase of all
of the Purchased Assets en bloc,

2 Suolicitation

The Proposal Trustee, with the slssisian : of the Debtor, has prepared: (a) a list of potential puichasers
for the Purchiased Assets (the “i’otent! il Bidders™); ) & notice of the fact that the Purchased Assets
are being offered for sale (the “Néixce”), (¢) a Confidéntial Information Memorandum (the “CIM™);
and (d).a form of confidentiality agreement (the “Confidentiality Agreement™). The Proposal Trustee
shall send the Notice and the Confidentiality Agreement to the Potential Purchasers by no later than 3
March 2017,

The Proposal Trustee shall post a notice in The Globe & Mai
“Advertisement”) once prior to 10 March 2017, The Prop g
Confidentiality Agreement to any person that responds to the Al

W o
he form*attached as Schiedule 1 (the

Trustee shall send the CIM and the
msement prior to 20 Manzh 2017,

3 Access to Due Diligence Materials

Interested partics that execute and deliver to the Proposal Trustee the C‘gﬁﬁdﬁmial’ity Agreement
(“Potential Purchasers”) prior to 21 March 2017 shall receive a copy of the CIM and aceess to an
electronic data room established by the Proposal Trustee until 22 March 2017,

4. Bidding Deadlines

;
%
All Offers by Potential Purchasers to purchase the Purchased Assets must be submittec
received by the Proposal Trustee by no later than 1600 on 22 March 2017 (the f id Deadline”).
Offers received by the Receiver after the Bid Deadline shall not be considered and Pot ial Purchasers
submitting an Offer subsequent to the Bid Deadline may not be considered Qtﬁiiﬁ?ﬁ“‘&dders (as

0 that they are
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Offers shall be delivered by Potential Purchasers vig e-mail or by personal delivery to

A FARBER & PARTNERS INC.
Suites1600, 150 York St

Toronto ON MS5H 385

Attention:  Rob Stelzer, CPA, CA, CIRP

Email; rstelzer@farberfinancial.com
5 Offer Requirements

e

Gy Id : identify 1o Tepresentative(sy who is (are) authorized 1o act on
behalf . %g@%al Purchaser for all purposes regarding the contemplated transaction
and {he Auction (a defined below),

(i)  Form and Content. Must indicate the Potential Purchaser’s willingness to close the

purchase of the Purchased Assets based on the terms set forth in the Sale Agreement
save and except for Article 6 - Overbid Procedurés, which Article shall not be
applicable in connection with a {ransaction in favour of any person other than the
Purchaser. For greater certainty, the only amendments to the Sale Agreement that are
permitted are with respect todthe Purchase Price to be paid for the Purchased Assets and
whether the Purchase Priceds to be paid in cash and/or by way of assumption of secured
debt.

(i)  Minimum Consideration, Must ide for consideration payable on closing that is
equal fo that contemplated by the Sale Agreement plus: (1) the $75,000 expense
reimbursement contemplated by Article 6.02 the Sale Agreement; and (b) an initial
overbid amount of $60,000.  For greater cerfainty, an offer may contemplate the
payment in cash of the Assumed Liabilities,

i

; t‘isfactorﬁ- to the Proposal Trustee, in

{ Purchiiser’s ability to dlose and, in

ible, to assume and pay the

(iv)  Financial Wherewithal. Must include evidence
its sole and absolute discretion, of the Poten
particular, the Poteritial Purchaser’s ability,
Assumed Liabilities.

(v)  Closing Date. Must contain a binding commitsiént'to-close ns soon as practicable and in
noevent later than 17 April 2017,
(vi)  Irrevocable. Must be irrevocable and capable of scceptance until the eatlier of: (a) the

day on which the Potential Purchaser is notiffed that it is not,a Ouali
’

defined below); (b) the day on which Auction (as defined belmiﬁ coneludes; and (¢) 17
April 2017, o
f’?;

(vii) Other Information. Shall contain such other information reasonably
Debtor or the Proposal Trustee, '
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7. Auction
If the Proposal Trustee.determines that there are no Qualified Bidders other than the Purchaser, then:

6]

(i)

- - K ﬁé‘”ﬁm
If the Proposal Trustee determines that there is at least one Qualified Bidder other than the Purchaser,
the Proposal Trustee shall conduet an auction to determine the highest Purchase Price that can be
achieved for the Purchased Assets (the “Auction”). The Auction shall be held at the offices of
Gowling WLG Canada LLP at Suite 1600, 1(1(1 King St W in Toronto, Ontato on 30 March 2017,

If the Auction is to take place, by 1400 on arch 2017 the Proposal Trustee shall send written
fice to all Qua Lk ' ualified Bidder to participate in the Auction {the
“Auction Notice”),

If a Qualified Bidder intends to part ggﬁaia in the:
intention in writing by no later tian 1400 on 2 arch 2(}17 (ihe “fartncspatmn N“utwe’*) I,he
Purchaser is not required to deliver a Participation Notice,

If no Participation Notives ave received by 1400 on 28 March 2017, then;

) there will be no duction; and

(i)  the Debtor shall brmg 2 motion to the Court amk

cgggér vesting the Purchased Assets
in the Purchaser in decordatice with the terms oft

Sale. Agreement

If at least one (1) Farumpmmn Nutice is received by 1400 wg;;@é March 2017, the Auction will take
place-and shall be condueted in accordance with the following mocedures'

()  Participation at the Auction. The Proposal Trustee shall direct and preside over the
Auction. Only Qualified Bidders are eligible to participate in the Auction. Each
Cj}ualﬁ" ed E%xc%dﬁar must havc;« prss(mt or available, the: mdmdmlzw md dualgswith the

bth necaesmy and anmilm'y clmsmm 48 ma:y b@ requued duri:ng the A iction. Only the
authorized representatives, including courisel and other advisors, of eachiof the Qualificd
Bidders the Proposal Trustee and the Debtor shall be permitted to amx i,e; Auction;




oG -

«.Rounds. Bidding at the Auction shall be conducted in rounds. The Qualified Bidder

jith, the hxgimt Pm’cﬁase PI'IG% slml wnstitute th:e ﬂpenuzg bid (thf., “Openmg Bxd") fmr

xddcr fazis to submit an (I)v&rmd i:h@n sux:zh Quahﬁ&zd 13121({&1‘" Y. noi partlcipate in thﬁ:
next round of bidding at the Auction. Any- Qu&hﬁed Bidder that submitted the Opening
Bid for a round shall be entitled to participate in the next round of bidding,

Overbids. A

| Bids made during the Auction shall be Overbids. Overbids will be

v)

(v

(viD)

(viif)

submitte and will indicate the Purchase Price the Qualified Bidder is
prepared hether the Purchase Price is to be satisfied by the payment of cash

(&  Minimum Consideration. The amount of purchase price for any Overbid shall
not be less than the purchase price consideration of the Opening Bid of the
applicable round of bidding plus at least an additional $60,000.00 provided that
smy ﬁ)vcarbzd hy thf; Purchaser shall be deemed to include the $75,000 expense

(b) Remaini‘n | ualified Bid
Bid set forth in Seetion 5. For greater certainty,
t}m i’roposal } gt . sole discretion, require that a Qualified Bidder
establish that“it Kas the abi ly 16" close and, in particular, the that it has the
ability, if applicable, to assumie and pay the Assumed Liabilities

Announcing Highest Overbids. At the end. of each round of bxddim,, the Proposal
Trustes, will disclose the highest Overbid.. and»the@;Quagxf“ ed Bidder(s) entitled to
participate in the next round of bidding. Such highest Overbid in the rousid shall be the
Opening Bid for the next round of the Auction. .

Closing the Auction. If, in any round of biddingno Ovetbid is made, the Auction shall
be closed and the Proposal Trustee shall; {a}g: eclare the last Opening Bid as the
successiul Bid (the “Suceessful Bxd”) and..the %Eﬁuaixﬁed Bidder who submitted the

Buccessful Bid shall be the “Successful Purchaser”.

Consent to Jurisdiction as Condition to Bid, All Qualified Bidders's 1a1i be- dwmd {0

have consented 1o the exclusive jurisdiction of the Covrt in m:mne
relating to the Auction;

é as not mgagad
ubmissions of

ﬁn Collusion, Each Qualified Bidder shall be required to wmﬁrm that
in any discussions or any other collusive behaviour with respect to th
Owverbids,

v o:t‘“tiié"mwmed I}’ia’ibihtfé“gr Thcw 12:‘1“““1113' of cac,]i” Qua]if“”éi Blﬁdm o



WP

,Agr gment pmv;d&d that t%au thage ?nae: to be pmd by the &uww&ful Bs,dder shall be
th \irchase price as set forth in the Successful Bid.
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SCHEDULE C
PERMITTED ECUMBRANCES

None
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b SCHEDULE D
SECURED DEBENTURE HOLDERS




Munshor of Transferred

Holder Certificate # Shares Legenid(s)
Craig Combe Gertificate 1 136,794 A
Steve Bingh Certlficate 2 368,928 A
_Hagen Gocht Certiffcate 3 45,598 A
Amanda Lisus Certificate 4 98,308 A
"Reloww Famlly 2004 Discrefionary Corfificate 5 714,509 A
Trust .
Mark Groaves Certificate 6 296,295 A
John Kutevicius Professional Certificnte. 7 34,308 A
Corpovation
Eric Smith Certificate § 68,615 A
Jerome VansViiet Sertificate 9 34,308 A
Glen Cooke Certificate 10 48,031 A
“John Lynch Cerlificate 11 68,615 A
Thonras Falefull Certificate 12 5490 A
Jonathan Goodman Certificate 13 6,834 A
Philip. Turk Certifivute 14 10,933 A
' Fred Kh@srm\.'shahi Cortificate 15 12,082 A
Gordon §tﬁxtford ‘Cﬁﬁifi&&tiz 16 54,842 A
1 Rosgélyn Stratford Certificais 17 58,438 A
Samuel Sayson Certiflonto 18 9,890 A

SSN: 571-11-4330

TOR_LAWS 894708443




Calvin Cameron Certificate 19 15,284
- SEN:AT02 10318
Che-ming Yang Cortificate 20 53,943
88N 310-76-7098
John Parr Certificare 21 22,471
Marium Anna Stapleton Henson Certificate 22 26,972
S8N: 254-76-4763
~han Hustrofl Certificate 23 44953
SEN:477-27-3453
Levitt nsurance Brokers Lid: Cortificare 24 31.467
MGP Avehiteots Certificate 25 44,953
| Neal Kingstone Certificate 26 8,925
Thomis MeDonnell Certificate 27 A6
SON: 426-15+5034
Pagla Saad Certificate 28 13,388
Sanford Miller Certificate 29 33413
| 88K T00-38-8083
Intertdinment Media Inc. Qgrtit‘imt’t; 30

12,912,485

TOR_LAWHII8052~3
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SCHEDULE E
PURCHASED ASSETS
1. 4.8'million shares of Yappn Corp. owned by the Vendor.
2, The Vendor's 20% equity interest Active ImageNation Inc.

3 A note ot other instrument exchangeable for 80% of the net proceeds, if any, realized by the
Vendor from any transaction to realize value from the Vendor’s accumulated tax losses.

4, An assignment of the Vendor’s rights under a certain agreement relating to itiBiti Ventures
Ine.

5. An assignment of the Vendor’s claim against Mi5 Print & Digital Communieations Ino.

TOR_LAWOTIIEIN
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INTERTAINMENT MEDIA INC.
FEBRUARY 23, 2017
PROPOSED SALE PROCESS TIMELINE*

27-Jan-17 Filing of Notice of Intention to Make a Proposal (“NOI”) and appointment of
A. Farber & Partners Inc, (“Farber”) as Trustee under a Proposal (“Proposal
Trustee”)
27-Jan-17 to Prepare data and financial information in preparation of the data room
23-Feb-17
1-Mar-17 Court approval of the Stalking Horse APA,
3-Mar-17 Teaser to be finalized and sent to interested parties list
Non-disclosure agreement (“NDA”) to be finalized
Confidential Information Memorandum (“CIM”) to be finalized
Parties given CIM and access to data room after providing a signed NDA
Data room access will include:
o Financial Statements
o Other pertinent information to conduct due diligence
10-Mar-17 Newspaper advertisement to be drafted, sent for publishing and published
in The Globe and Mail
Information pertaining to this opportunity will be posted on Proposal
Trustee’s website, www farberfinancial.com
22-Mar-17 Deadline for submissions of offers (the “Bid Deadline)
4PM
23-Mar-17 to Intertainment and Farber evaluate offer(s) received
24-Mar-17 Possible invitation to qualifying bidders to attend auction at the offices of
Gowlings WLG LLP’s, if necessary
27-Mar-17 Deadline for the Proposal Trustee to determine if a party is a “Qualified
12PM Bidder”
27-Mar-17 Proposal Trustee to send notice to all Qualified Bidders inviting them to the
2PM auction
28-Mar-17 Deadline for Qualified Bidders to send a Participation Notice if planning to
2PM attend the auction
30-Mar-17 Auction day if required
17-Apr-17 The deadline for the closing of a transaction

*The meaning of all defined terms is as defined in the Proposal Trustee’s second report
or the Stalking Horse APA.,
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Intertainment Media Inc.
Projected Weekly Cash Flow Statement
For the Period Ending Aprit 14, 2017

Week Ending 24-Feb . 03-Mar  10-Mar 17-Mar 24:-Mar  31-Mar  07-Apr  14-Apr
Opening Cash 85960 118960 27,360 27,360 2,360 360 33,810 33,810
Operating Dishursements
Expenses of Wayne Parsons
Compensation to Wayne Parsons : 22,600 25,000
Compensation to Other Employees 5,000
Advertising ) 1,500
Misceltaneous and Bank Fees
Transfer agent 2,000
Total Operating Disbursements ) 7,000 24100 - 25,000 - - - -
Professional Fees {incl. H.5.7.) {iii)
Proposal Trustee 30,000 2,000 5,000 8,000
Proposal Trustee's Lagal Counsel 17,500 7,500
Company Legal Counsel 20,000 10,000 5,000
Secured Creditor Legal Counsel . 5,000
Yotal Professional Fees - 67,500 - " 2,000 27,500 - 13,000
Cash Portion of Purchase Price 65,000
Assumption of DIF by Newco 180,000
DIP Loan Interim Financing Adv / (Repay) 45,000 {180,000}
DIP Interest, Fees and Legal Costs {vi) (5,000) {4,050)
Closing Cash (iv) . 113960 27,360 27,360 2,360 360 33,810 33,810 20,810

This Staternent of Projected Cash Flow, prepared in accordance with 8.8.60(8) and/or 8.5.50.4(2) of the
Bankruptey and insolvency Act, should be read in conjunction with the Trustee'’s report on
the reasonableness of the cash flow statement.

mrfmwm?mD /////////’/

o,
/Rab Stelzer CH, CIRP, LIT Per: S. Wayne Parsons

Pagelofl



Estate No. 35-2212212

INTERTAINMENT MEDIA INC,
(the “Company”)

NOTES TO AND ASSUMPTIONS UNDERLYING THE STATEMENT OF PROJECTED
CASH FLOW FOR THE PERIOD FEBRUARY 18, 2017 TO APRIL 14, 2017

NOTES

The purpose of the statement of projected cash flow for the period February 18, 2017 to April 14,
2017 is to comply with the provisions of the Bankruptcy and Insolvency Act.

HYPOTHETICAL ASSUMPTIONS

An assumption that assumes a set of economic conditions or courses of action that are not necessarily the
most probable in the insolvent person’s judgment, but are consistent with the purpose of the cash-flow
projection,

None.

PROBABLE ASSUMPTIONS

An assumption that the insolvent person believes reflects the most probable set of economic conditions and
planned courses of action; they are suitably supported, consistent with the plans of the insolvent person and
provide a reasonable basis for the revised cash-flow statement. '

1. The Company will draw a further $45,000 on its Court-approved Interim Financing.
2 The Company will receive approval for a 3 week stalking horse sales process.
3. Management have estimated professional fees during the period of the cash flow, but

these fees will be dictated by the level of activity required by the Company’s counsel, the
Proposal Trustee and the Proposal Trustee’s legal counsel. .

This Statement of Projected Cash Flow of Intertainment Media Inc. prepared in accordance with s.5. 50.4(2)
andlor 5.5. 50 (6) of the Bankruptcy and Insolvency Act should be read in conjunction with the Trustee's
report on the reasonableness of the cash flow statement.



DATED AT TORONTO this 24* day of February, 2017,

A.FARBER & PARTNERS INC.
THE TRUSTEE ACTING IN RE

THE PROPOSAL OF INTERTAINMENT MEDIA INC,

L)

Per:  Rob Stelzer, CPA, CA, CIRP, LIT

Page 2

Intertainment MediaInc;

Per; 5. Wayne Parsons



Estate No. 35-2212212

IN THE MATTER OF THE PROPOSAL OF
: INTERTAINMENT MEDIA INC.
A COMPANY DULY INCORPORATED PURSUANT TO THE LAWS OF THE
. PROVINCE OF ONTARIO WITH A HEAD OFFICE IN THE
CITY OF LONDON, IN THE PROVINCE OF ONTARIO

REPORT ON CASH-FLOW STATEMENT BY THE PERSON
MAKING THE PROPOSAL
(Paragraphs S0(6)(c) and 50.4(2)(c) of the Bankruptcy and Insolvency Acy)

Intertainment Media Inc. has developed the assumptions and prepared the attached statement of
projected cash flow of the insolvent person, as of the 24" day of February, 2017 consisting of the
statement of projected cash-flow for the period February 18, 2017 to April 14, 2017, and the notes
and assumptions underlying the statement of projected cash flow.

. The hypothetical assumptions are reasonable and consistent with the purpose of the projection
described in Note 1, and the probable assumptions are suitably supported and consistent with the
plans of the insolvent person and provide a reasonable basis for the projection.  All such
assumptions are disclosed in the notes to and assumptions underlying the statement of projected

cash flow.

Since the projection is based on assumptions regarding future events, actual results will vary from
the information presented, and the variations may be matetial.

The projection has been prepared solely for the purpose described in Note 1, using a set of probable

and hypothetical assumptions set out in the notes to and assumptions underlying the statement of
projected cash flow. Consequently, readers are cautioned that it may not be appropriate for other

purposes.

DATED AT TORONTO this 24® day of February, 2017,

INTERTAINMENT MEDIA INC.

V.

Per: 8. Wayne Parsons



Estate No. 35-2212212

IN THE MATTER OF THE PROPOSAL OF
. INTERTAINMENT MEDIA INC.
A COMPANY DULY INCORPORATED PURSUANT TO THE LAWS OF THE
PROVINCE OF ONTARIO WITH A HEAD OFFICE IN THE
CITY OF LONDON, IN THE PROVINCE OF ONTARIO

TRUSTEE'S REPORT ON CASH-FLOW STATEMENT
(Paragraph 50(6)(b) of the Bankrupicy and Insolvency Act)

The attached statement of projected cash-flow of Intertainment Media Inc. as of the 24" day of
February, 2017 consisting of the statement of projected cash-flow for the period February 18, 2017
to April 14, 2017 and the notes and assumptions underlying the statement of projected cash flow,
has been prepared by the insolvent person for the purpose described in Note 1, using the probable
and-hypothetical assumptions.as.set out in the notes to and assumptions underlying the statement of

projected cash flow.

Our review consisted of enquiries, analytical procedures and discussion related to information
supplied to us by the insolvent person. Since hypothetical assumptions need not be supperted, our
procedures with respect to them were limited to evaluating whether they were consistent with the
purpose of the projection. We have also reviewed the support provided for the probable
assumptions and the preparation and presentation of the projection.

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 projection;

(b)  as at the date of this teport, the probable assumptions developed are not suitably
supported and consistent with the plans of the insolvent person or do not provide a
reasonable basis for the projection, given the hypothetical assumptions; or,

(¢)  the projection does not reﬂqct the probable and hypothetical assumptions.

Since the projection 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. '

The projection 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 24™ day of February, 2017.
A. FARBER & PARTNERS INC,

The Trustee acting in re the proposal of
INTERTAINMENT MEDIA INC.

el

Per: Rob Stelzer, CPA, CA, CIRP, LIT



