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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 -------------------------------------------------------------- x  
In re : Chapter 15 
 :  
CINRAM INTERNATIONAL INC., et al.,1 : Case No. 12-11882 (__) 
 :  

Debtors in a Foreign Proceeding. : (Joint Administration Pending) 
 :  
 -------------------------------------------------------------- x  

DECLARATION OF JOHN BELL IN SUPPORT OF (I) VERIFIED CHAPTER 15 
PETITIONS, (II) FOREIGN REPRESENTATIVE’S MOTION FOR ORDERS 

GRANTING PROVISIONAL AND FINAL RELIEF IN AID OF FOREIGN CCAA 
PROCEEDING, AND (III) CERTAIN RELATED RELIEF  

I, John Bell, declare as follows: 

1. I am the sole Director, President, and Secretary of Cinram International 

ULC, the authorized foreign representative (the “Foreign Representative”) for Cinram 

International Inc. (“CII”) and its direct and indirect U.S. subsidiaries (collectively, the 

“Debtors”; together with each of their foreign non-debtor affiliates, the “Cinram Group”) in a 

proceeding (the “CCAA Proceeding”) under Canada’s Companies’ Creditors Arrangement Act,

R.S.C. 1985, c. C 36, as amended (the “CCAA”) before the Ontario Superior Court of Justice 

(the “Canadian Court”).  I am fully authorized to act on behalf of the Debtors. 

2. On June 25, 2012, the Canadian Court entered the Initial Order, a certified 

copy of which is attached hereto as Exhibit A (the “Initial CCAA Order”), commencing the 

CCAA Proceeding and, among other things, appointing FTI Consulting Inc. as the Monitor in the 

1 The last four digits of the United States Tax Identification Number or Canadian Business Number, as 
applicable, of each of the Debtors follow in parentheses:  (a) Cinram International Inc. (4583); (b) Cinram 
(U.S.) Holding’s Inc. (4792); (c) Cinram, Inc. (7621); (d) Cinram Distribution LLC (3854); (e) Cinram 
Manufacturing LLC (2945); (f) Cinram Retail Services LLC (1741); (g) Cinram Wireless LLC (5915); 
(h) IHC Corporation (4225); and (i) One K Studios, LLC (2132).  The Debtors’ executive headquarters is 
located at 2255 Markham Road, Toronto, Ontario, M1B 2W3, Canada. 
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CCAA Proceeding and Cinram International ULC as the authorized Foreign Representative in 

these chapter 15 cases.   

3. I submit this Declaration in support of the:  (a) verified chapter 15 

petitions of the Debtors; (b) Foreign Representative’s Motion for Orders Granting Provisional 

and Final Relief in Aid of Foreign CCAA Proceeding (“Recognition and Relief Motion”);

(c) Foreign Representative’s Motion for an Order Directing the Joint Administration of the 

Debtors’ Chapter 15 Cases (the “Joint Administration Motion”); (d) Foreign Representative’s 

Motion for an Order Authorizing the Filing of a Consolidated List of Foreign Proceeding 

Administrators, Litigation Parties, and Entities Against Whom Provisional Relief is Sought

(the “Consolidated Lists Motion”); and (e) Foreign Representative’s Motion for an Order 

Scheduling Hearing and Specifying the Form and Manner of Service of Notice

(the “Notice Procedures Motion”). 

4. In my role as an officer and/or director of Cinram International ULC as 

well as many of its affiliates, including each of the Debtors in these chapter 15 cases, I have 

become familiar with the history, day-to-day operations, assets, financial condition, business 

affairs, and books and records of each of the Debtors.  Except as otherwise indicated, all facts set 

forth in this Declaration are based upon:  (a) my personal knowledge; (b) my review of relevant 

documents; (c) information supplied to me by other employees of the Foreign Representative or 

its affiliates, the officers, directors, and employees of the Cinram Group, or other professionals 

retained by the Cinram Group, including, with respect to matters of United States bankruptcy 

law, information provided to me by United States counsel, Shearman & Sterling LLP; or (d) my 

opinion based upon my experience and knowledge of the Cinram Group’s and the Debtors’ 
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operations and financial condition.  I am an individual over the age of 18 and, if I am called upon 

to testify, I will testify competently to the facts set forth herein.   

Background

A. The Cinram Group’s Business 

5. The Debtors are part of the Cinram Group, a consolidated business located 

in Canada, the United States, and Europe that is headquartered in Toronto, Ontario, Canada and 

is operationally and functionally integrated in many significant respects.  The Cinram Group is 

one of the world’s largest providers of pre-recorded multimedia products and related logistics 

services and is a leader in the industry for production, service, delivery, and customer 

satisfaction. With facilities in North America and Europe, the Cinram Group (a) manufactures 

DVDs™, Blu-ray™ discs, and CDs™ (collectively, the “Core Products”), (b) provides 

distribution services for motion picture studios, music labels, video game publishers, computer 

software companies, telecommunication companies, and retailers in North America and Europe, 

(c) provides various digital media services through debtor One K Studios, LLC, and (d) provides 

retail inventory control and forecasting services through Debtor Cinram Retail Services LLC 

(collectively, the “Cinram Business”).

6. The Cinram Group’s administrative and decision-making functions are 

centralized in Canada.  All senior-level customer contracts for the Cinram Group’s major 

international customers are handled by CII, a Canadian corporation, domiciled in Canada.  All 

strategic decision making for the Cinram Group is led by CII and all corporate functions, such as 

(among other things) financial planning, internal audit, financial reporting, and dealings with the 

Cinram Group’s lenders are managed in Canada.  Additionally, North American cash 

management, information technology, accounting, insurance procurement, accounts receivable, 
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accounts payable, marketing, treasury, real estate, and tax services are provided to the other 

Debtors predominantly by CII from Canada.   

7. CII was formed as Cinram Ltd./Cinram Ltée in 1969 pursuant to the 

Canada Business Corporations Act.  From its inception, the Cinram Group grew in part through 

a number of strategic acquisitions that added, among others, several of the Debtors in these 

chapter 15 cases to the greater Cinram Group.  In May, 2006, CII converted from a corporate 

structure to an income trust structure through a shareholder approved plan of arrangement.   

8. The Cinram Group has a diversified operational footprint across North 

America and Europe that enables it to meet the replication and logistics demands of its 

customers.  The Cinram Group’s facilities are strategically positioned to optimize its distribution 

capabilities across key media markets in North America and Europe. 

9. The Cinram Group is engaged in an industry that is highly price-

competitive, and has a significant degree of customer concentration.  Its production levels and, in 

turn, revenue and cash flows, are largely affected by the schedule, to which its major customers 

release their products and the public demand for those products.  In addition, the Cinram 

Business and the industry generally are subject to seasonality, with consumer purchases typically 

taking place primarily in the last three months of the calendar year, and following specific 

release dates for popular titles at other times during the year. 

10. The Cinram Group manufactures products on orders from its customers 

pursuant to multi-year contracts, and does not have title to the products it distributes.  The 

Cinram Group’s major contracts are typically exclusive for particular territories, and many of its 

manufacturing agreements contain periodic market price tests and most-favored-nations clauses 

that may require lower future selling prices for the Core Products or amendments to other key 
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customer-contract terms.  The Core Products generally experience price declines on an annual 

basis, with declines historically being steeper in the early stages of the products’ life cycles. 

11. As part of an overarching effort to rationalize its capital structure, the 

Cinram Group has recently taken steps to streamline its physical infrastructure and operations in 

order to actively manage its cost structure and reflect changing industry dynamics.  By 

streamlining its physical footprint, the Cinram Group’s ability to continue providing seamless 

service to customers, expand services to those customers, and create a platform for growth in 

other distribution-centric businesses has increased significantly.

B. Corporate and Capital Structure  

12. In May 2006, CII converted from a corporate structure to an income trust 

structure through a plan of arrangement.  As a result of that recapitalization, shareholders 

exchanged their shares of CII for units of Cinram International Income Fund (“Cinram Fund”)

(the Debtors’ ultimate parent), or in the case of electing shareholders, into units of the Cinram 

International Limited Partnership, on a one-for-one basis.  Cinram Fund, the other entities in the 

income fund structure, and CII are each Canadian entities and Cinram Fund is the direct or 

indirect parent and sole shareholder of all of the subsidiaries in the Cinram Group’s corporate 

structure.  In addition to holding equity in the foreign subsidiaries, CII maintains significant 

manufacturing and distribution operations in respect of the Core Products in Canada.  A copy of 

the Cinram Group corporate organization chart is attached hereto as Exhibit B. 

13. The Cinram Group’s financial reporting is done on a consolidated basis in 

Canada.  Based on the Cinram Group’s audited consolidated financial statements dated 

December 31, 2011, its assets had a book value of approximately $452.7 million.2  Of this asset 

2 All dollar amounts referred to herein are United States dollars. 
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value, approximately $274.8 million consists of current assets and $177.9 million consists of 

non-current assets.  The current assets include cash totaling approximately $70.1 million, 

accounts receivable of approximately $167.5 million, and inventory of approximately 

$24.2 million. 

14. As of December 31, 2011, the Cinram Group’s liabilities amounted to 

approximately $527.8 million, including approximately $496.1 million of current liabilities and 

approximately $31.7 million of non-current liabilities.  Of the total liabilities, approximately 

$148.8 million consisted of accounts payable, while the current portion of the long-term debt was 

approximately $232.5 million. 

15. The Cinram Group’s principal source of long-term debt is the senior 

secured credit facilities provided by its senior lenders under that certain Amended and Restated 

Credit Agreement, dated as of April 11, 2011, among Cinram International ULC, Cinram 

International Inc., Cinram, Inc., Cinram (U.S.) Holding’s Inc., the Guarantors party thereto, the 

Lenders from time to time party thereto, and JPMorgan Chase Bank, N.A., as Administrative 

Agent, as amended from time to time (the “First Lien Credit Agreement”), and that certain 

Second Lien Credit Agreement, dated as of April 11, 2011, among Cinram (U.S.) Holding’s Inc., 

the Guarantors party thereto, the Lenders from time to time party thereto, and JPMorgan Chase 

Bank, N.A., as Administrative Agent, as amended from time to time 

(the “Second Lien Credit Agreement”; together with the First Lien Credit Agreement, 

the “Senior Secured Facilities”; the lenders thereunder, the “Prepetition Secured Lenders”).3

The Senior Secured Facilities each have a maturity date of December 31, 2013, and are direct or 

3 The principal amounts under the Second Lien Credit Agreement were exchanged into units of Cinram Fund 
in January 2012, and approximately $12 million of accrued interest remains outstanding thereunder as of 
March 31, 2012. 
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guarantee obligations of certain North American and European companies within the Cinram 

Group, including each of the Debtors, and are secured by substantially all of the assets of the 

Debtors, their Canadian Affiliates, and certain of their European affiliates.  In addition to the 

guarantees, as of March 31, 2012, certain of the Debtors were directly indebted in the aggregate 

principal amount of approximately $252 million under the First Lien Credit Agreement (plus 

approximately $12 million in letter of credit exposure), and in the aggregate amount of 

approximately $12 million under the Second Lien Credit Agreement as set forth below. 

16. With respect to the First Lien Credit Agreement: 

� Cinram (U.S.) Holding’s Inc. (“CUSH”) was indebted as Borrower in the aggregate 
principal amount of approximately $19 million under the revolving credit facilities; 

� CII was indebted as Borrower in the aggregate principal amount of approximately 
$92 million under the term loan facility;

� Cinram, Inc. was indebted as Borrower in the aggregate principal amount of 
approximately $141 million under the term loan facility and had approximately 
$1.3 million of letter of credit exposure; 

� Cinram Distribution LLC had approximately $1.2 million of letter of credit exposure; and 

� The Debtors had additional letter of credit exposure of approximately $9.5 million in the 
aggregate in connection with certain employee obligations.   

There are three main facilities under the First Lien Credit Agreement:  (a)  a term loan facility 

provided by certain lenders; and (b) two revolving credit facilities provided by certain lenders 

(which may not be the same lenders that provided the term loan facility) with an aggregate 

commitment of $35 million.   

17. With respect to the Second Lien Credit Agreement, CUSH was indebted 

as Borrower in the aggregate amount of approximately $12 million. 
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18. Certain of the Debtors also have letter of credit exposure not relating to 

the Senior Secured Facilities that are secured by cash collateral.  In particular, as of March 31, 

2012, (a) One K Studios, LLC had approximately $200,000 of letter of credit exposure and 

(b) Cinram Manufacturing LLC had approximately $575,000 of letter of credit exposure in 

excess of its letter of credit exposure related to the First Lien Credit Agreement.    

19. The Cinram Group also has significant amounts of intercompany loans 

owing among many of its members.  Although not described in detail herein, the effect of these 

intercompany loans is reflected in the amounts referenced on each of the Debtors’ chapter 15 

petitions.

C. Events Leading to the Filing of these Chapter 15 Cases 

20. The Cinram Group operates in an industry with a high degree of customer 

concentration and production levels and has cash flows that are materially affected by the timing 

and commercial success of customer product releases.  Although it has secured exclusive multi-

year contracts with key customers, these contracts come up for renewal at different times and 

typically do not include volume commitments. 

21. The economic downturn in the Cinram Group’s primary markets of North 

America and Europe has impaired consumers’ discretionary spending and adversely affected the 

industry.  For example, according to industry expert FutureSource Consulting: 

� United States consumer home entertainment rental and sell-through spending decreased 
in 2011, led by shrinking rental revenue from retail stores and fewer DVD sales, and 
while Blu-ray disc sales increased, total spending on packaged videos fell 13% in 2011 
compared to 2010; 

� the physical CD replication industry is currently fragmented and continues to experience 
declines as consumers switch to digital distribution (although CD sales during 2011 were 
ahead of expectations given attractive consumer pricing for this format at the retail level) 
and consolidation and rationalization are expected to continue due to decreasing CD 
demand and excess capacity in the industry; and 
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� video game consoles, with a typical life cycle of four to six years, have been experiencing 
price reductions as a result of falling sales in both software and hardware. 

22. Following the economic downturn and reduction in consumer 

discretionary spending experienced over the past four years, the Cinram Group has realized 

significant declines in revenue and EBITDA, resulting in part due to customer losses, reductions 

in pricing, and declining customer order volumes. 

23. Annual revenue for fiscal years 2008, 2009, 2010, and 2011 was 

approximately $1.7 billion, $1.45 billion, $1.1 billion, and $801 million respectively.  The 28% 

decline in revenue in 2011 was driven primarily by lower revenue from the Core Products, and to 

a lesser extent, lower video game revenues. This decline in revenue was partially offset by a 

company-wide reduction in labor and overhead costs through facility rationalization and 

headcount reduction. 

24. The Cinram Group’s EBITDA has also been declining since 2008 with 

EBITDA for fiscal years 2008, 2009, 2010, and 2011 being approximately $259 million, 

$182 million, $132 million, and $28 million, respectively.  The Cinram Group’s net loss from 

continuing operations was $87.6 million in 2011, compared to net earnings of $15.7 million in 

2010.

25. One contributing factor to declining revenues was the non-renewal of one 

major customer contract representing approximately 32% of the Cinram Group’s 2009 total 

consolidated revenues and directly impacting operations in both North America and Europe.

Another contributing factor has been the significant pricing pressures exerted by the Cinram 

Group’s remaining major customers.  The Cinram Group is engaged in an industry that is highly 

price competitive where some competitors have greater financial resources or are lower-cost, 

offshore replicators.
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26. Declining revenues and EBITDA have made it increasingly difficult for 

the Cinram Group to service its significant debt obligations and comply with its financial 

covenants under the Senior Secured Facilities.  During 2011, Cinram’s primary uses of funds 

from the Senior Secured Facilities included scheduled debt and interest payments and transaction 

costs associated with a refinancing and recapitalization of its debt structure.  Although this 

refinancing and recapitalization reduced the amount outstanding under the First Lien Credit 

Agreement by $120 million and resulted in an extension of the maturity date to December 2013,

continued declines in revenue and EBITDA resulted in the Cinram Group’s inability to meet 

certain financial covenants of the Senior Secured Facilities.  As a result, throughout 2012, the 

Cinram Group has been operating under default waivers granted by its secured lenders.

D. Marketing and Sale Process

27. A principal objective of these chapter 15 cases and the CCAA Proceeding 

is to complete the sale and transfer of substantially all of the property and assets used in 

connection with the business carried on by the Debtors in North America (the “Proposed Sale”)

to Cinram Acquisition, Inc. (the “Proposed Purchaser”).  As described below and set forth in 

detail in the Declaration of Mark Hootnick in Support of the Foreign Representative’s Motion 

for Entry of an Order (I) Recognizing the Canadian Sale Order, (II) Authorizing and Approving 

the Sale Free and Clear of Liens, Claims, Encumbrances, and Other Interests, (III) Authorizing 

the Assumption and Assignment of Certain Executory Contracts and Unexpired Leases, and 

(IV) Granting Related Relief, which was filed concurrently herewith, the Debtors conducted an 

extensive, good faith, arm’s-length marketing and sale negotiation process prior to the 

commencement of these cases that resulted in the execution of that certain Purchase Agreement, 

dated as of June 22, 2012, between CII and the Proposed Purchaser 
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(the “Purchase Agreement”).  Consummation of the Proposed Sale will allow the Cinram 

Group to return to its status as a market-leader in its industry.  Going forward, the Cinram Group 

will be well positioned to increase its market share based on its status as the leading service 

provider and with its improved and normalized capital structure.    

28. The execution of the Purchase Agreement is the culmination of a process 

that began in September, 2011, when the Cinram Group engaged Moelis & Company LLC 

(“Moelis”), an investment bank, to assist the Cinram Group in a comprehensive and thorough 

review of strategic alternatives with the goal of maximizing value for Cinram’s stakeholders.  

Moelis sought to identify a potential transaction such as a sale of the company, strategic 

combination, or new money investment from a strategic or financial investor, while concurrently 

evaluating a possible stand-alone transaction with the Prepetition Secured Lenders. 

29. As part of this strategic review process, Moelis undertook a 

comprehensive assessment of the market for the Cinram Business to identify potential parties 

that might be interested in considering an acquisition or investment transaction and contacted 59 

potentially interested parties, including 54 financial parties and five strategic parties.

Approximately 26 of these parties executed confidentiality agreements were provided with a 

detailed Confidential Information Memorandum and provided access to a data room.  Several 

potential bidders submitted non-binding expressions of interest in January, 2012.  The Cinram 

Group, its advisors, and Moelis engaged in discussions with these interested parties in order to 

determine the optimal structure of a potential transaction and the maximum value that could be 

obtained for the benefit of Cinram’s stakeholders. 

30. During February 2012, each of the individual bidders received 

management presentations or attended a diligence session to obtain additional details on the 
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Cinram Business.  Management also provided updated financial projections and answered 

bidders’ due diligence questions. 

31. A process letter provided by Moelis to the potential bidders requested 

detailed proposals by March 12, 2012.  The requested proposal required bidders to outline 

proposed transaction terms, due diligence, and other conditions, as well as a timetable for a 

proposed transaction.  A more limited number of second round bids were received by March 12, 

2012 and were reviewed by the Cinram Group’s management and its advisors, including Moelis. 

32. After detailed review and consideration of the remaining proposals, the 

Cinram Group, with the assistance of Moelis, continued discussions with certain of the second 

round bidders, each of whom conducted more detailed due diligence, including telephonic and 

in-person meetings with Cinram management and its advisors, as well as visits to key operating 

facilities.  Moelis requested receipt of binding indications of interest by April 6, 2012, which 

binding proposals were to include specific details, including the (a) value and form of 

consideration, (b) transaction structure, (c) assumed and excluded assets and liabilities, 

(d) timing to close, (e) evidence of financing, (f) details of any proposed price adjustments, and 

(g) assumptions of existing indebtedness. 

33. After continued discussions and negotiations with the remaining potential 

bidders and receipt of the requested binding commitments, the strategic review process 

ultimately lead to the negotiation and execution of the Purchase Agreement, which contains the 

highest and best offer received for the Cinram Business.   

34. The Proposed Purchaser is a newly formed entity owned by the Najafi 

Companies (“Najafi”), an international private investment firm based in Phoenix, Arizona.  As 

referenced on the firm’s website, Najafi makes selective investments up to $1 billion in 
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transaction value in companies with strong management teams across a variety of industries, 

taking a long-term view on its investments and focusing its efforts on creating value through 

growth and superior performance.  Najafi’s operating investments include, among others, Direct 

Brands (including Columbia House), Innovative Brands, Trend Homes and Snowflake Power. 

35. The Proposed Sale contemplates that the Proposed Purchaser, or one or 

more of its nominees, will acquire the Purchased Assets (as defined in the APA) pursuant to the 

APA and the Purchased Shares (as defined in the APA) pursuant to a Purchase Offer for an 

aggregate purchase price of $82,500,000, subject to certain purchase price adjustments.  The 

Proposed Sale is subject to certain customary conditions, including receipt of approval by the 

Canadian Court and the Court.  The Debtors, their affiliates, and the Proposed Purchaser 

currently intend to close the entire transaction in August, 2012. 

36. In connection with the Proposed Transaction, CII has agreed not to pursue 

an Acquisition Proposal (as defined in the APA), subject to the terms and conditions of the APA, 

which include the ability to consider an Acquisition Proposal that is reasonably expected to lead 

to a Superior Proposal (as defined in the APA).  If CII terminates the APA for the purpose of 

entering into a Superior Proposal, CII must pay the Proposed Purchaser a fee in the amount of 

$2.25 million.   

37. Throughout the strategic review process, the Cinram Group kept its key 

stakeholders, including the Prepetition Secured Lenders and major customers, apprised of its 

marketing progress.  These parties have been supportive of the Cinram Group’s efforts in 

pursuing a path to maximize value for the Debtors’ creditors and to preserve the Cinram 

Business.   
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38. With respect to the Prepetition Secured Lenders, that support led to the 

execution of that certain Support Agreement, dated as of June 22, 2012, among the Initial 

Consenting Lenders (as defined in the Support Agreement), the Debtors and certain of their 

affiliates, and the Proposed Purchaser (the “Support Agreement”), a copy of which is attached 

hereto as Exhibit C.  Pursuant to the terms of the Support Agreement, the Initial Consenting 

Lenders agreed to support the transactions contemplated by the Purchase Agreement throughout 

the CCAA Proceeding and these chapter 15 cases.  The Cinram Group anticipates further support 

of the Proposed Transaction from its Prepetition Secured Lenders following the public 

announcement of the transaction. 

39. Pursuant to the terms of the Support Agreement, the Prepetition Secured 

Lenders party thereto or party to a Consent Agreement (as defined in the Support Agreement) 

will be entitled to receive a consent fee equal to four percent of the principal amount of the loans 

(other than First-Out Revolving Credit Advances and Letter of Credit Exposure (each as defined 

in the Support Agreement)) under the First Lien Credit Agreement held by such lender, payable 

in cash from the net sale proceeds under the Purchase Agreement upon distribution of such 

proceeds pursuant to the CCAA Proceeding. 

40. The Support Agreement terminates automatically if, among other reasons, 

the APA is terminated in accordance with the terms thereof, and may be terminated by the 

Majority Consenting Lenders (as defined in the Support Agreement) if, among other reasons, the 

Asset Sale Transaction has not closed by September 15, 2012.  

E. The DIP Facility

41. As a result of their current liquidity challenges, the Debtors and their 

Canadian affiliates do not have sufficient funds available to meet their immediate cash 
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requirements, and will require debtor-in-possession financing to ensure that they can (a) allow 

for payment of financial obligations during these cases and the CCAA Proceedings, (b) 

implement their restructuring initiatives, including the Proposed Sale, and continue their 

operations during these chapter 15 cases and the CCAA Proceeding, and (c) provide assurance to 

suppliers and customers that they have sufficient available liquidity to maintain their business 

operations and satisfy supplier and customer obligations.  After extensive negotiations, certain of 

the Prepetition Secured Lenders (the “DIP Lenders”) have agreed to provide liquidity pursuant 

to the terms of that certain Senior Secured Priming and Superpriority Debtor-in-Possession 

Credit Agreement, dated as of June 22, 2012, among the Foreign Representative, CII, Cinram, 

Inc., CUSH, the Guarantors referred to therein, the DIP Lenders, and JPMorgan Chase Bank, 

N.A., as Administrative Agent  (the “DIP Facility”) upon the terms outlined in the Initial CCAA 

Order and contained in the DIP Facility, which is attached hereto as Exhibit D.

42. Under the circumstances, the Debtors and their non-debtor affiliates were 

unable to obtain post-petition financing from any lender on more favorable terms than those 

contained in the DIP Facility and approved by the Canadian Court in the Initial CCAA Order.

The terms of the DIP Facility were negotiated, proposed, and entered by the Debtors and the DIP 

Lenders without collusion, in good faith and at arm’s-length.   

43. The DIP Facility provides, among other things, as follows:4

1. Borrower:  Cinram (U.S.) Holding’s Inc. 

2. Guarantors:  Each of the Debtors that are not Borrowers have 
guaranteed the DIP Facility. 

4  Capitalized terms used in the following summary have the meanings given to them in the DIP Facility, 
which is attached as Exhibit B to the Bell Declaration.  This summary is qualified in its entirety by 
reference to the provisions of the DIP Facility. 
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3. Lender:  JPMorgan Chase Bank, N.A., as Administrative Agent, on 
behalf of certain of the Debtors’ Prepetition Secured Lenders. 

4. Availability:  $15,000,000.00 in a single draw on a date to be 
selected by the Borrowers, which shall be a date occurring on or 
after the Draw Date and prior to the Outside Date.  For the 
avoidance of doubt, the Debtors believe that they will need to, and 
expect to, draw the entire amount available prior to entry of the 
Final Order.

5. Use of Proceeds:  The Borrowers will use the proceeds of the 
Loans to finance the working capital needs and other general 
corporate purposes of the Obligors. 

6. Interest Rate:  (a) during such periods as such Loan is a U.S. Base 
Rate Loan, a rate per annum equal at all times to the sum of (i) the 
U.S. Base Rate in effect from time to time plus (ii) 9.00%, and 
(b) during such periods as such loan is a Eurocurrency Rate Loan, 
a rate per annum equal at all times during each Interest Period for 
such Loan to the sum of (i) the Eurocurrency Rate for such Interest 
Period for such Loan plus (ii) 10.00%. 

7. Default Interest:  Upon the occurrence and during the continuance 
of any Event of Default, interest shall accrue on the unpaid (a) 
principal amount of each Loan at 2% per annum above the rate per 
annum required to be paid on such Loan and (b) amount of all 
outstanding interest, fees, and other amounts at 2% per annum 
above the U.S. Base Rate. 

8. Term:  The DIP Facility’s Maturity Date is the earliest to occur of 
the following dates:  (a) September 30, 2012, (b) the closing date 
of the Sale, (c) the effective date of any plan of compromise and 
arrangement approved by the creditors of the Obligors, sanctioned 
by the CCAA Court, and recognized by the U.S. Bankruptcy 
Court, (d) the date on which the stay under the Initial Order or the 
Interim or Final Recognition Order expires without being 
extended, (e) the date on which the CCAA Proceedings shall be 
dismissed or terminated or converted to a proceeding under the 
BIA, and (f) the date on which the U.S. Bankruptcy Court refuses 
to enter an order to recognize any order in the CCAA Proceedings, 
which the Administrative Agent determines in its reasonable 
discretion is material and which adversely effects the Lenders. 

9. Security/Priority:  Upon entry thereof, the DIP Financing Orders 
and the Loan Documents will create a valid and perfected super-
priority priming security interest in favor of the Administrative 
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Agent on behalf of the Lenders in the Obligors’ Property, 
subordinate only to the Carve-Out. 

10. Carve-Out:  The Administration Charge and any validly perfected 
security interest in favor of a “secured creditor” as defined in the 
CCAA existing as of the CCAA Filing Date, other than Liens in 
favor of the lenders under the Prepetition Credit Agreement and 
the Second Lien Credit Agreement. 

11. Events of Default:  The DIP Facility includes such events of 
default as are usual and customary for comparable financings, 
including, without limitation, (a) failure to make payments or 
prepayments of principal when such payments are due, (b) if any 
representation or warranty proves to have been incorrect in any 
material respect when made, (c) failure to observe or perform any 
applicable covenant, condition, or agreement, including failure to 
comply with the DIP Budget, (d) if (i) any Proceeding is dismissed 
or terminated, (ii) any insolvency proceeding or case is 
commenced by or in respect of any Obligor, other than these 
Proceedings (iii) a bankruptcy order is made under the BIA against 
any Obligor, (iv) any Obligor seeks to dismiss or terminate any of 
the Proceedings, (v) a responsible officer is appointed in respect of 
any Obligor or its assets in any of the Proceedings, or (vi) an 
application is filed by any Obligor for approval of any 
superpriority claim in any of the Proceedings which is pari passu
with or senior to the claims of the Administrative Agent and the 
Lenders against the Obligors, unless otherwise permitted in the 
DIP Financing Order, or if such motion is granted, (e) if any 
Obligor or any of its Subsidiaries is prevented from continuing to 
conduct all or any material part of its business affairs, (f) if any 
DIP Financing Order or other Bankruptcy Court Order material to 
the Administrative Agent or the Lenders is modified without the 
Administrative Agent’s prior written consent, (g) if any 
expenditures are made by the Obligors without the consent of the 
Administrative Agent, (h) the issuance of a court order (i) lifting 
the Stay of Proceedings, (ii) discontinuing the Proceedings, or (iii) 
modifying the terms of the DIP Facility or the DIP Charge, (i) if an 
Initial Order is not entered within two days of the CCAA Filing 
Date, the Interim Recognition Order is not entered within seven 
days of the CCAA Filing Date, or the Final Recognition Order is 
not entered within 35 days of the CCAA Filing Date, (j) if there is 
any materially negative effect to the DIP Charge, (k) if any Obligor 
proposes or supports any plan of compromise and arrangement, or 
draft thereof that does not provide for the payment of the 
Obligations, (l) a Change of Control occurs, (m) a materially 
adverse event with respect to the Liens occurs, or (n) the Majority 
Consenting Lenders (as defined in the Support Agreement) have 
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the right to terminate the Support Agreement or there is an 
automatic termination of the Support Agreement. 

12. Use of Funds Limitations:  The DIP Facility includes such use of 
funds limitations as are usual and customary for comparable 
financings, including, without limitation, certain limitations on 
Investments, Restricted Payments, the payment of debts other than 
in accordance with the DIP Budget or as approved by the 
Administrative Agent, contributions to any Defined Benefit Plans, 
and cash disbursements on Capital Expenditures. 

44. The Recognition and Relief Motion, the Interim Order, and the DIP 

Facility do not contain any of the extraordinary provisions required to be highlighted pursuant to 

Rule 4001-2 of the Local Rules of Bankruptcy Practice and Procedure of the United States 

Bankruptcy Court for the District of Delaware. 

45. The Foreign Representative and the Debtors believe that the terms of the 

DIP Facility are reasonable under the circumstances.  The DIP Facility is the only means of 

preserving and maintaining the going concern value of the Debtors’ business pending the 

anticipated sale of substantially all of the property and assets used in connection with the 

business carried on by the Debtors in North America and conclusion of these cases, which, in 

turn, is integral to maximizing recoveries for the Debtors’ stakeholders.  In addition to providing 

the Debtors with the liquidity necessary to operate during these cases and consummate the 

Proposed Sale, the DIP Facility will help to preserve the Cinram Business by providing 

assurance to the Cinram Group’s suppliers and customers that the Cinram Group will be able to 

maintain its business operations and satisfy its obligations pending the outcome of these cases 

and the CCAA Proceeding.

46. Further, as described below, the Foreign Representative and the Debtors 

believe that they will suffer immediate and irreparable harm if the interim requests for relief and 
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lender protections related to the DIP Facility and their use of cash collateral are not provisionally 

approved in these chapter 15 cases. 

Requests for Recognition and Related Relief5

47. In connection with the filing of these chapter 15 cases, the Debtors have 

submitted the Recognition and Relief Motion, the Joint Administration Motion, the Consolidated 

Lists Motion, and the Notice Procedures Motion.  In addition to the facts set forth above, factual 

bases for relief under each of these motions is set forth below.  I believe, after consultation with 

counsel, that the relief requested by each of the motions is necessary to maximize value for all of 

the Cinram Group’s creditors through the CCAA Proceeding, protect United States based assets, 

and properly administer these proceedings.

A. Recognition and Relief Motion 

48. Concurrently herewith, the Foreign Representative filed the Recognition 

and Relief Motion seeking entry of (a) the Provisional Order:  (i) recognizing and enforcing in 

the United States, on an interim basis, the Initial CCAA Order issued by the Canadian Court, 

including, without limitation, the Canadian Court’s decision (A) to authorize the Debtors to enter 

into and perform under that certain DIP Facility, and (B) to grant the DIP Charge to the DIP 

Lenders under the DIP Facility, (ii) granting, on an interim basis, to and for the benefit of the 

DIP Lenders, and to the extent of their adequate protection rights, the Prepetition Secured 

Lenders, certain protections afforded by the Bankruptcy Code, including sections 364(c), 364(d), 

and 364(e)  protections, (iii) granting an interim stay of execution against the Debtors’ assets 

under sections 362 and 365(e) of the Bankruptcy Code in these chapter 15 cases on an interim 

basis, and (iv) granting such other and further relief as the Court deems just and proper; and 

5  Capitalized terms used but not otherwise defined in this section have the meanings ascribed to them in the 
relevant motions. 
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(b) entry of the Final Order, after notice and a hearing, (i) granting the petitions filed in these 

cases and recognizing the CCAA Proceeding as a foreign main proceeding, (ii) giving full force 

and effect in the United States to the Initial CCAA Order, including any extensions or 

amendments thereof authorized by the Canadian Court and extending the protections of the 

Provisional Order to the Debtors on a final basis, (iii) granting the DIP Lenders and, to the extent 

of their adequate protection rights, the Prepetition Secured Lenders, certain protections afforded 

by the Bankruptcy Code on a final basis, and (iv) granting such other and further relief as the 

Court deems just and proper.    

49. As detailed more fully in the Memorandum of Law filed in support of the 

Recognition and Relief Motion, I believe that there is a compelling case for recognition of the 

CCAA Proceeding as a foreign main proceeding.  I have been advised by my counsel that the 

CCAA Proceeding is a “foreign proceeding” and that Cinram International ULC is a “foreign 

representative,” as those terms are defined in the Bankruptcy Code.  I have been further advised 

that these cases were duly and properly commenced by filing the Petitions for Recognition 

accompanied by all fees, documents, and information required by the Bankruptcy Code and the 

Bankruptcy Rules, including: (a) corporate ownership statements; (b) a list containing (i) the 

names and addresses of all persons or bodies authorized to administer foreign proceedings of the 

Debtors, (ii) all parties to litigation pending in the United States in which the Debtors are a party 

at the time of the filing of the Petitions for Recognition, and (iii) all entities against whom 

provisional relief is being sought; (c) a statement identifying all foreign proceedings with respect 

to the Debtors that are known to the Foreign Representative; and (d) a certified copy of the Initial 

CCAA Order. 
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50. My counsel has also advised me that the automatic stay is one of the most 

fundamental protections provided by the Bankruptcy Code.  I have been advised that it halts all 

collection efforts, harassment, and foreclosure actions against debtors and provides them with 

necessary breathing room to step back from and attempt to resolve the financial pressures that 

caused their bankruptcy filing.   

51. I have also been informed that section 365(e) of the Bankruptcy Code 

provides a debtor with similar relief by prohibiting counterparties from terminating contracts and 

leases solely because of the debtor’s bankruptcy filing or insolvency.  If these protections were 

unavailable, I believe that the Debtors could face immediate and irreparable harm resulting from 

the potential termination of critical contracts and the piecemeal loss of assets as a result of 

individual creditor collection and enforcement efforts.  I can confirm that the Debtors are parties 

to numerous critical agreements with United States-based counterparties, including supply 

agreements and leases that contain provisions granting the counterparty a right to terminate for 

various reasons, including a bankruptcy filing, becoming a debtor under the Bankruptcy Code, or 

becoming insolvent.  Without the provisional relief requested, I believe that counterparties may 

attempt to terminate these valuable contracts, which are at the core of the Debtors’ business. 

52. In addition, I believe that the Debtors will suffer immediate and 

irreparable harm should they be unable to gain access to the DIP Facility approved by the 

Canadian Court prior to entry of the Final Order.  I can confirm that the Debtors require 

immediate access to the DIP Facility to maintain sufficient minimum operating liquidity and 

fund working capital requirements, capital expenditures, general corporate expenses, and the 

costs of administering their bankruptcy cases and the CCAA Proceeding until a final hearing can 

be held on the verified chapter 15 petitions.  If the interim and final requested relief is not 
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granted, I believe that it is likely that the Debtors will be unable to secure necessary goods, and it 

is possible that they will lose customers and become unable to operate their manufacturing and 

warehousing facilities, pay employees, and generally maintain the operation of their business as 

a going concern. 

53. Moreover, I can attest that the DIP Lenders have agreed to provide the 

DIP Facility only upon the terms outlined in the Initial CCAA Order and the DIP Facility.  I can 

also attest that the terms of the DIP Facility were negotiated, proposed, and entered by the 

Debtors and the DIP Lenders without collusion, in good faith, and at arm’s-length after the 

exercise of their sound business judgment and consultation with their advisors.  As part of the 

final negotiated business deal embodied in the DIP Facility, the DIP Lenders have conditioned 

the Debtors’ access to the funds provided by the DIP Facility on, among other things, entry of 

the Provisional Order and, upon notice and a hearing, the Final Order, in each case providing 

them and, to the extent of their adequate protection rights, the Prepetition Secured Lenders, the 

protections afforded by sections 364(c), 364(d), and 364(e) of the Bankruptcy Code.

54. Based on my understanding of section 364 of the Bankruptcy Code after 

consultation with United States counsel, I can attest that, given their existing capital structure and 

their current liquidity constraints, the Debtors have been unable and would be unable to obtain 

on terms and conditions more favorable than those provided in the DIP Facility (a) unsecured 

credit allowable as an administrative expense, (b) credit secured solely by a lien on 

unencumbered property (because substantially all of their assets have been pledged as collateral), 

or (c) credit secured by a junior lien on the Debtors’ property.  Further, I believe that without the 

liquidity to be provided by the DIP Facility and access to the Prepetition Secured Lenders’ cash 

collateral, the Debtors could face the shuttering of certain or all of their operations during these 
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cases and prior to consummation of the Proposed Sale, to the detriment of all of the Debtors’ 

creditors and other stakeholders. The availability to the Debtors of sufficient working capital and 

liquidity through the incurrence of new indebtedness, access to cash collateral, and other 

financial accommodations from the DIP Lenders and the Prepetition Secured Lenders is 

necessary to the confidence of the Debtors’ vendors and suppliers of other goods and services, as 

well as their customers and employees.  

55. I, along with the Foreign Representative and the Debtors, believe that the 

terms of the DIP Facility and the adequate protection rights granted to the Prepetition Secured 

Lenders are reasonable under the circumstances.  I believe that the DIP Facility is the only means 

of preserving and maintaining the going concern value of the Debtors’ business pending 

consummation of the Proposed Sale and conclusion of these cases, which, in turn, is integral to 

maximizing recoveries for the Debtors’ stakeholders and preserving the Cinram Business as a 

going concern. 

56. I also believe that the Debtors’ creditors and other stakeholders will suffer 

little, if any, harm as a result of the requested provisional relief as it will merely preserve the 

status quo and enable the Debtors to continue to finance their operations during the short time 

necessary for the Court to rule on the Petitions for Recognition and the Proposed Sale.  In fact, I 

believe that granting the request for provisional relief will benefit the Debtors’ creditors and 

stakeholders because it will ensure that the value of the Debtors’ assets and the Cinram Business 

are preserved and maximized for the benefit of all stakeholders.   

57. I can attest that the CCAA Proceeding is pending in Canada, the center of 

each of the Debtors’ and their corporate family’s main interests.  As described in the 

Memorandum of Law, I can further confirm that the Debtors are functionally and operationally 
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integrated under the ultimate control and supervision of CII and their other Canadian affiliates 

and individuals employed and working in Canada.  Indeed, among others, the following critical 

functions are mostly or entirely performed for the Debtors and their non-debtor affiliates out of 

the Toronto office: 

a. all of the Debtors and their non-debtor affiliates report to Cinram Fund, the 
ultimate parent company of the Cinram Group, which is organized under 
the laws of Ontario; 

b. the operations of all of the Debtors are managed and directed from their 
head office in Toronto; 

c. corporate governance for all of the Debtors is directed from Canada; 

d. in-person meetings of the Board of Trustees of Cinram Fund are typically 
held in Toronto; 

e. a majority of the members of the Boards of Directors or Managers of CII 
and each of the other Debtors maintain their offices in Ontario, Canada; 

f. strategic and key operating decisions and key policy decisions for all of the 
Debtors are made by staff located in Toronto; 

g. the Debtors’ corporate accounting, accounts payable, insurance 
procurement, accounts receivable, financial planning, internal auditing, 
marketing, treasury, real estate, research & development, and tax services 
are provided from Toronto; 

h. the Debtors’ finance, legal, human resources, payroll, billing, freight 
management, procurement, and engineering services are shared among 
themselves and with CII in Toronto; 

i. the Debtors’ cash management functions are maintained and directed from 
Toronto;

j. although the Debtors are separate entities and maintain distinct complete 
books and records, funds are transferred between the Debtors’ and the 
Toronto office to settle inter-company balances, meet liquidity 
requirements and to concentrate surplus cash for investment in the Debtors’ 
cash management system; 

k. key information technology and systems used by certain of the Debtors and 
by certain of CII’s European subsidiaries are provided from Toronto; 
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l. management and senior staff of the Debtors regularly attend meetings in 
Toronto;

m. all public company reporting and investor relations for the global Cinram 
enterprise are directed from Toronto by Cinram Fund on a consolidated 
basis;

n. the chief executive officer that oversees financial management of the global 
Cinram Group enterprise is based in Toronto; 

o. with the exception of routine maintenance expenditures, all capital 
expenditure decisions affecting the Cinram Group are managed in Toronto, 
Ontario;

p. new business development initiatives are centralized and managed from 
Toronto, Ontario; and 

q. each of the Debtors maintains a bank account in Canada with a balance of 
at least $1,000 in each account. 

58. Finally, as described in the Memorandum of Law and the Recognition and 

Relief Motion, and as discussed with counsel, I understand and believe that recognizing the 

CCAA Proceeding as a foreign main proceeding and granting the relief requested therein on a 

final basis is consistent with the purposes of chapter 15 of the Bankruptcy Code and public 

policy of the United States.

59. Therefore, I believe that the provisional and final relief requested in the 

Recognition and Relief Motion is necessary and appropriate and is in the best interests of the 

Debtors, their creditors, and other parties in interest.

B. Joint Administration Motion 

60. The Foreign Representative has also filed, concurrently herewith, the Joint 

Administration Motion seeking entry of an order directing joint administration of these chapter 

15 cases for procedural purposes only, and providing that parties in interest shall use a 

consolidated caption to indicate that any pleading filed relates to the jointly administered chapter 

15 cases. 
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61. I believe that joint administration of these chapter 15 cases is warranted 

because the Debtors’ financial affairs and business operations are closely related and because it 

will ease the administrative burden of these cases on the Court and interested parties.  I can 

confirm that the Foreign Representative anticipates that the various notices, motions, hearings, 

orders, and other pleadings in these cases will affect all of the Debtors.  With nine affiliated 

Debtors, each with its own case docket, I believe that the failure to jointly administer these cases 

would result in numerous duplicative pleadings filed for each issue and served upon separate 

service lists.  I also believe that such duplication of substantially identical documents would be 

wasteful and would unnecessarily burden the Clerk of the Court (the “Clerk”).

62. Moreover, I have been advised that joint administration will permit the 

Clerk to use a single docket for all of the Debtors’ cases and to combine notices to creditors and 

other parties in interest.  I have further been advised that joint administration will protect parties 

in interest by ensuring that they will be apprised of the various matters before the Court.  I 

believe that the proposed caption set forth in the Joint Administration Motion should be 

approved as the modified caption for these chapter 15 cases.     

63. I believe that the rights of the respective creditors of each of the Debtors 

will not be adversely affected by joint administration of these cases inasmuch as the relief sought 

in the Joint Administration Motion is purely procedural and not intended to affect substantive 

rights.  I have been advised that each creditor and party in interest will maintain whatever rights 

it has against the particular Debtor against which it allegedly has a claim or right.  I have also 

been told by my counsel that the rights of all creditors will be enhanced by the reduction in costs 

resulting from joint administration.  Finally, I have been advised that if the requested relief is 

granted, the Court and the Clerk will be relieved of the burden of entering duplicative orders and 
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keeping duplicative files, and supervision of the administrative aspects of these cases by the 

Office of the United States Trustee for the District of Delaware will be simplified.

64. Therefore, I believe that the relief requested in the Joint Administration 

Motion is necessary and appropriate and is in the best interests of the Court, the Debtors, their 

creditors, and other parties in interest.  

C. Consolidated Lists Motion 

65. The Foreign Representative has also filed, concurrently herewith, the 

Consolidated Lists Motion seeking the entry of an order authorizing the Foreign Representative 

to file a consolidated list identifying the names and addresses of the authorized foreign 

administrators of the Debtors, parties to litigation pending in the United States involving any of 

the Debtors, and all persons and entities against whom the Debtors seek provisional relief 

pursuant to section 1519 of the Bankruptcy Code. 

66. I can confirm that the Debtors presently maintain various computerized 

lists that contain the data required to comply with the requirements of Bankruptcy 

Rule 1007(a)(4).  I, along with the Foreign Representative, believe that the information, as 

maintained in the Debtors’ computer files (or those of their agents), may be consolidated and 

utilized efficiently to provide interested parties with the information required by Bankruptcy 

Rule 1007(a)(4).

67. I, along with the Foreign Representative, submit that the filing of a 

consolidated Bankruptcy Rule 1007(a)(4) list serves the interests of efficiency and will conserve 

the resources of all parties in interest, including the Court. 
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68. Therefore, I believe that the relief requested in the Consolidated Lists  

Motion is necessary and appropriate and is in the best interests of the Court, the Debtors, their 

creditors, and other parties in interest.  

D. Notice Procedures Motion 

69. Concurrently herewith, the Foreign Representative has also filed the 

Notice Procedures Motion seeking the entry of an order approving (a) the form of notice of the 

chapter 15 petitions, the entry of the Provisional Relief Order, the deadline to object to the 

proposed Final Order, and the Recognition Hearing, (b) the manner of service of the Recognition 

Hearing Notice, and (c) the manner of service on the Master Service List of any pleadings in 

these chapter 15 cases.   

70. I can attest that the Debtors have thousands of creditors, potential 

creditors, and other parties in interest, all of whom need to be provided with notice of the 

Provisional Order, the proposed Final Order, the Recognition Objection Deadline, and the 

Recognition Hearing.  Under the facts and circumstances of the Debtors’ chapter 15 cases, I 

submit that service of the Recognition Hearing Notice in the manner proposed herein will 

provide the Notice Parties due and sufficient notice of the relief requested in the Recognition 

Motion and associated objection deadline and hearing dates. 

71. Furthermore, I believe that the Recognition Hearing Notice provides 

multiple efficient ways for any party receiving such notice to obtain copies of pleadings filed in 

these chapter 15 cases, as it provides a website address, email address, and phone number that 

can be used to obtain critical documents including the Recognition Motion, the Provisional 

Order, the Initial CCAA Order, and the proposed Final Order.  Additionally, I believe that 

service by the Foreign Representative of all pleadings that it files in these cases by United States 

or Canadian mail, first class postage prepaid, on the Master Service List is an efficient and 
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effective way to provide notice to such key parties in these cases and the CCAA Proceeding.  At 

the same time, I believe that it will not overburden the Foreign Representative with the 

significant costs associated with copying and mailing all the various documents filed in these 

cases to the entire matrix of putative creditors and other parties. 

72. Therefore, I believe that the relief requested in the Notice Procedures 

Motion is necessary and appropriate and is in the best interests of the Court, the Debtors, their 

creditors, and other parties in interest.  



73.

25
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Exhibit A

Certified Initial CCAA Order 
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Exhibit B

Cinram Group Corporate Organization Chart
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Exhibit C

Support Agreement 
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