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Court File No.

ONTARIO -
SUPERIOR.COURT OF JU STICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT,RS.C., 1985, ¢. C-36, ASAMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT = OF CANWEST PUBLISHING
INC./PUBLICATIONS CANWEST INC., CANWEST BOOKS
INC., AND CANWEST (CANADA) INC. '

APPLICANTS

AFFIDAVIT OF THOMAS C. STRIKE
(Sworn January 7, 2010)

I, Thomas C. Strike, of the City of Winnipeg, in the Province of Manitoba, the
resident, Corporate Development & Strategy Implementation and Recapitalization Officer of
anwest Global Communications Corp. (“Canwest Global”), MAKE OATH AND SAY:

NTRODUCTION

. This Affidavit is made in support of an Application by Canwest Publishing
nc./Publications Canwest Inc. (“CPI”), Canwest Books Inc. (“CBI”), and Canwest (Canada)
nc. | (“CCY”), (together, the “Applicants”), for relief under the Companies’ Creditors
{rrangement Act, RS.C. 19835, c. C-36, as amended (the “CCAA”). The Applicants seek to have
\ stay of proceedings and other benefits of an Initial Order under the CCAA extended to Canwest
- imited Partnership/Canwest Societe en Commandite (the “Limited Partheiship”), as it carries
>n operations integral to the business of the Applicants. CPI’s wholly-owned subsidiary National
Post Inc., which publishes the National Post national newspaper, is not an applicant in this

CCAA proceeding.

2. I am the President, Corporate Development & Strategy Implementation and
Recapitalization Officer of Canwest Global, the publicly-traded parent company of the
Applicants and the Limited Partnership. I am also a ditector of, among other entities, CCL As
such, T have personal knowledge of the matters deposed to herein. Where 1 have relied upot
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ler sources for information, I have specifically referred to such sources and vérily believe them
be true. In preparing this Affidavit, where necessary I have also consulted with other members

Canwest Global’s senior managément team and, where necessary, members of the senior

inagement teams of the Applicants and the Limited Partnership.

Hereinafter, where reference is made to the Canwest enterprise as a whole;, which
sludes the Limited Partnership and the Applicants, together with Canwest Global’s other
bsidiaries which are not Applicants in this proceeding, the term “Canwest” will be used.
here reference is made solely to fhe Limited Partnership and the Applicants, the term “LP

atities” will be used.

- Canwest is a leading Canadian media company with ownership interests in ®
swspaper publishing and digital media and on-line operations in Canada; and (ii) free-to-air

levision stations and subscription-based specialty television channels in Canada.

Canwest, through its ownership interests in the LP Entities, is the largest publisher
f daily English-language newspapers in Canada. Collectively, the newspapers of the LP Entities
ave an estimated average daily circulation of approximétely 970,000 copies and an estimated
verage weekly readership of abproxhnately 4.1 million. The LP Entities also publish a number
f community newspapers and other publications and have extensive digital media and online.
perations. In addition, the LP Entities, through their ownership interest in National Post Inc.
ublish the National Post national newspaper and operates its related digital media and online
jperations. The National Post has an estimated average daily circulation of approximately
160,000 and an estimated average weeldy readership of approximately 1,100,000. National Post
ne. is not an applicant in this CCAA proceeding.

5. Canwest, through its ownership interest in Canwest Television Limited
>artnership (“CTLP”), owns and operates the Global Television Network. The Global Television
Network is comprised of 12 free-to-air television stations situated across Canada and covers
approximately 97% of Canada’s English-language television market. Canwest also owns and
operates a portfolio of leading subscription-based national specialty television channels, many of
which are owned jointly with Goldman Sachs Capital Partners (“Goldman Sachs”) in Cw
Tnvestments Co. and its subsidiaries. These subscription-based specialty channels include Fooa
Netivork Canada, HGTV Canada, Slice and History Television. A

¥
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As described in greater detail below, the entities that are seeking relief in this
CAA broceeding consist solely of the entities in Canwest’s Canadian newspaper publishing and
;gitdl media and on-line operations (with the exception of the newspaper publishing and digital
iedia and online operations of the National Post, which does not seek relief in this proceeding).
anwest Global, the entities in Canwest’s Canadian television business (excluding CW
ivestments Co. and its subsidiaties) and The National Post Company/La Publication National
" ost! (the “National Post Company”) (collectively, the “CMI Entities”) filed for aﬁd obtained
rotection from their creditors in a separate CCAA proceeding under Court File No. CV-09-
396-00CL pursuant to the Initial Order of the Honoutable Madam Justice Pepall dated October
1, 2009.

). As at Aﬁgust 31, 2009, Canwest empioyed 'approximately 7,000 full time
squivalent (“FTE”) employees. Of that number, the LP Entities employed apprdximately 5,300
ITE employees throughout Canada, with approximately 1,300 of those employees working in
Ontario.

9. The LP Entities, like most other companies in the newspaper publishing industry,
generate the majority of their revenues from the sale of advértismg (approximately 72% of the
LP Entities’ consolidated revenue in their fiscal year ended August 31, 2009). Over the past year,
the entire Canwest enterprise, including the LP Entities, has been seriously affected by the
economic downturn in Canada. General weakness in the Canadian economy in the latter half of
7008 and in 2009 prompted advertising customers to spend less and forced the LP Entities to
reduce their advertising rates. As a result, the LP Entities’ consolidated advertising revenues

declined substantially during this period.

10. Due to this significant decline in the LP Entities’ advertising revenues am
increases in certain of their operating costs, on May 29, 2009, the Limited Partnership failed, fo
the first time, to make certain interest and principal reduction payments and related interest an
cross-curtency swap payments totalling approximately $10 million in respect of its senic
secured credit facilities (the “LP Secured Credit Facilities”). On the same day, the Limite

1 The National Post Company is a partnership with units held by Canwest Media Inc. (“CMI") and National Po
Holdings Ltd. Prior to October 30, 2009, when substantially all of the assets of the National Post Company we
transferred to an entity held by CPI, the National Post Company was the entity that'held the assets of fl

National Post.

3
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tnership announced that, as of May 31, 2009, it would be in breach of certain financial
renants set out in the credit agreement dated as of July 10, 2007 between CanWest
diaWorks Limited Partnership (“CanW'est MediaWorks”) (now the Limited Partnership),
3 Bank of Nova Scoﬁa, as Administrative Agent (the “LP Administrative Agent”), a
Wdicate of lenders (the “LP Secured. Lenders”) and CanWest MediaWorks (Canada) Inc.
YanWest MediaWorks (Canada)”) (now. CCI), CanWest MediaWorks Publications Inc.
“anWest MediaWorks Publications”) (now CPI) and, CBI as guarantors (the “LP
warantors”) (the “LP Credlt Agreement”). The Limited Partnership also failed to make
ncipal, interest and fee payments due pursuant to the LP Credit Agreement on June 21, 2009,
ne 22, 2009, July 21, 2009, July 22, 2009 and August 21, 2009.

On or around August 31, 2009, the Limited Partﬁership and certain of the LP
cured Lenders entered into a forbearance agreement (the “Forbearance Agreement”) that is

scribed in greater detail below and under which certain of the LP Secured Lenders agreed,

biject to specified terms and conditions including payment of outstanding interest and fees, to

rbear from enforcement of their security in order to allow the Limited Partnership, the LP
uarantors and the LP Secured Lenders the opportunity to negotiate a pre-packaged restructuring

 reorganization of the affairs of the LP Entities. After numerous waivers and one éxtension by
i LP Secured Lenders, the Forbearance Agreement expxred on November 9, 2009. The Limited
artnership is currently in default under the LP Credit Agreement. As a result, the LP Secured
enders are now in a position to take steps to demand immediate payment of all amounts owing
nder the LP Secured Credit Facilities (as defined below) (which totalled the Canadian dollar
quivalent of approximately $953.3 million (exclusive of unpaid interest but inclusive of swap
efault amounts described below) as at August 31, 2009) from the Limited Partnership and the
P Guarantors. The Limited Partnership and the LP Guarantors do not have the liquidity
equired to repay amounts owed under the LP Credit Agreement and/or the LP Senior

iubordinated Credit Agreement.

2. The defaults on May 29, 2009 under the LP Secured Credit Facilities triggered
lefaults in respect of related foreign currency and interest rate swaps. As a result, the swap
sounterparties demanded immediate repayment of amounts totalling approximately $68.9
nillion. The Limited Partnership and the LP Guarantors have not satisfied those demands and do
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t have adequate liquidity to do so. These unpaid amounts rank pari passu with amounts owing
der the LP Secured Credit Facilities and are accruing ifterest daily. ‘

On July 21, 2009 the Limited Partrership failed to make an interest payment
der its senior subordinated credit agreement dated as of July 10, 2007 between CanWest
ediaWorks (now the Limited Partnership), The Bank of Nova Scotia, as Administrative Agent
je “Subordinated Agent”), a syndicate of lenders (the “LP Subordinated Lenders™), and
mWest MediaWorks (Canada) (now CCI), CanWest MediaWorks Publications (now, CPI) and
BI, as guarantors (the “LP Subordmated Guarantors”)(the “LP Senior Subordinated
redlt Agreement”). The defaults under the LP Credit Agreement were also events of default
ader the LP Senior Subordinated Credit Agreement. There is no forbearance agreement in place
. respect of the LP Senior Subordinated Credit Agreement, so the LP Subordinated Lenders
iay now demand immediate payment of all outstanding amounts (which totalled approxiniately
75 million (exclusive of unpaid interest) as at August 31, 2009) from the Limited Partnership
ad the LP Subordinated Guarantors. The Limited Partnership and the LP Subordinated”
wuarantors do not have the liquidity required to repay amounts owed under the LP Credit

.greement and/or the LP Senior Subordinated Credit Agreement.

4, On August 3, 2009, the I;,inlited. Partnership announced that it would not make an
sterest payment of approximately US$18.5 million due on August 1, 2009 under & note
ndenture dated July 13, 2007 (the “LP Note Indenture”) with CanWest MediaWorks:
sablications (now, CPI) and CBI as guarantors (the “LP Note Indenture Guarantors™), the
3ank of New York as U.S. Trustee, and BNY Trust Company of Canada as Canadian Trustee
hat was entered into in connection with the issuance of US$400 million (approximately $438
nillion as at August 31, 2009) of senior subordinated notes that bear interest at 9.25% per annum
the “LP Notes™). Under the terms of the LP Note Indenture, the Limited Partnershlp is required
o make semi-annual interest payments to the holders of the LP Notes (the “LP Noteholders”).
The failure to make the interest payment on August 1, 2009 caused a default under the LP Note
ndenture on September 1, 2009. In addition, the termination and demands for payment in
respect of the Limited Partnership’s foreign currency and interest rate swaps have resulted in a
default under the LP Note Indenture. The LP Noteholders are currently in a position to take steps
to demand immediate payment of all amounts ewing in respect of the LP Notes (which totalled

the Canadian dollar equivalent of approximately $438 million (exclusive of unpaid interest} as at
' ;
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1gust 31, 2009) from the Limited Partnership and the LP Note Indenture Guarantors. The
mited Pattnership and the LP Note Indenture Guarantors would be unable to satisfy this

ligation if payment wete demanded.

Accordingly, and for the reasons set out herein, the LP Entities are insolvent and a
structuring of the LP Entities’ long-term debt and balance sheet is urgently required.

oo Tn order to permit the businesses of the LP Entities to continue to operate as going
ncems and in an effort to preserve the greatest number of jobs and maximize value for the
akeholders of the LP Entities, the LP Entities and the LP Secured Lenders (including the pari

1ssu swap counterparties) have négotiated a pre-artanged support transaction pursuant to which,

it is implemented, an entity capitalized by the LP Secured Lenders and the pari passu secured

vap counterparties (“AcquireCo”) would acquire substantially all of the assets of the LP
atities (including the shares in National Post Inc.) and assume certain of the liabilities of the LP
ntities (the “Support Transaction”). The Support Transaction is to be approved by the LP
scured Lenders pursuant to a plan of compromise or arrangement between the LP Entities and
e LP Secured Lenders (the “Senior Lenders’ CCAA Plan”). '

7. The Senior Lenders’ CCAA Plan contemplates that AcquireCo will offer
nployment to all or substantially all employees of CPI (including all or substantially all of the
nployees of the Limited Partnership, whose employment would be acquired and assumed by
PI on or before closing) on substantially similar terms and conditions to their existing
mployment. On closing, AcquireCo would also assume all of CPP’s existing pension plans,
kisting post-retirement and post-employment benefit ‘plans (other than supplemental pensions)
nd .unpaid severance obligations that would be stayed during this CCAA pfoceeding The
ssumption of employee-related obhganons by AcquireCo is subject to a right of AcqmreCo
ctmg commercially reasonably and after consultation with the operational management of CPI,
) exclude certain specified liabilities.

8. In order to ensure that the Support Transaction will produce the best availé.ble
utcome for all of the stakeholders of the LP Entities, RBC Dominion Securities Inc., a member
ompany of RBC Capi{al Markets (“RBC Capital Markets”), as financial advisor to the LP
intities (the “Financial Advisor”) will conduct a comprehensive sale and investor solicitation

wocess (the “SISP”) with an initial phase of approximately seven weeks in an effort to atiract an
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ffer from a third party that is superior (within the meaning of the SISP) (a “Superior Offer”)
1an the one containied in the Senior Lenders’ CCAA Plan. RBC Capital Markets has prepared an
xtensive list of prospective financial and strategic acquirers and/or investors that will be

pproached upon commencement of the SISP. .

9. Subject to Court approval and any Superior Offer, the Seniof Lenders’ CCAA
lan contemplates that at the closiﬁg of the Support Transaction the LP Secured Lenders and the
ari passu swap counterparties having ouistanding secured claims against the Limited
‘artnership and the LP Guarantors (each a “Secured Claim™) will be deemed to have transferred
1eir outstanding Secured Claims to AcquireCo. The stay of proceedings will be lified to enable
\cquireCo to issue demand to CPI on account of CPI’s guarantee obligations. AcquireCo will
cquire the subject assets in full satisfaction of CPI"s guarantee obligations in respect of the
ndebtedness in an amount equal to the Reference Amount (as defined in the Senior Lenders’
CAA Plan) and in consideration of the assumption of specified liabilities by Acquireco. The
cquired assets will be delivered to AcquireCo or separate operating entities. The holders of
secured Claims will each receive a pro rata share of the debt and 'equity to be issued by

AcquireCo

20. . The LP Secured Lenders have advised that they may choose to enforce their rights
hroughﬁ a non-consensual .court proceeding if the LP Enfities do not move forward with the
Support Transaction and the SISP. In a letter dated December 7, 2009 from Ms. Jane Rowe, on
sehalf of the LP Administrative Agent, to Mr. Gary Colter, as restructuring advisor to the LP
Entities, (the “Administrative Agent Letter dated December 7, 2009”) the LP Administrative
Agent referenced the material breaches under the LP Credit Agreement and urged the LP Entities
to commence a CCAA proceeding and proceed with the Support Transaction on a timely basis.
The LP Administrative Agent also noted that the Support Transaction could result in a going
concern outcome for the businesses of the LP Entities whereas an alternative coutse (including a
non-consensﬁal court proceeding) might not offer the same positive outcome to the stakeholders
of the LP Entities. The LP Administrative Agent concluded by stating that although the LP
Secured Lenders had cooperated with the LP Entities thus far, the LP Administrative Agent had
been empowered by the steering committee of the LP Secured Lenders (the “Steering
Committee”) to enforce the tights of the LP Secured Lenders under the LP Credit Agreement
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rough non-consensual legal action. A copy of the Administrative Agent Letter dated December
12009 is attached as Exhibit “A” to this Affidavit.

1. The LP Adininistrative Agent repeated its position in a letter dated December 23,
109 from Ms. Jane Rowe to Mr. Gary Colter. In it, Ms. Rowe again encouraged the Limited
artnership to proceed with the Support Transaction immediately. The letter concluded by
afing that the terms of the Support Transaction were sufficiently developed to permit
“heduling of 2 board of directors meeting of Canwest Global Communications Corp. (“Canwest
slobal”) for January 7, 2009, |

2. On January 4, 2010, Mt. Léonard Asper wrote to the LP Administrative Agent in
is capacity as CEO of Canwest Media Inc., to express his profound disagreement with a CCAA
iling by the LP Entities. A copy of Mr. Asper’s letter is attached hereto as Exhibit “B”. The LP |
\dministeative Agent replied by letter dated January 6, 2010, a copy of which is attached hereto
s Exhibit “C”. In it, the LP Administrative Agent again unambiguously expressed the view that
. CCAA filing including a pre-packaged Support Transaction and a SISP is in the best interests
f stakeholders. ‘

13, The LP Entities are seeking a stay of proceedings under the CCAA so that they
nay restructure and reorganize their businesses. The granting of the requested stay of
yoceedings by this Honourable Couﬁ provides the best opportunity for an orderly restructuring
»f the businesses of the LP Entities with a positive outcome for the greatest number of the LP
Intities’ stakeholders. As set out below, the LP Entities have negotiated a debtor-in-possession
financing facility (the “LP DIP Facility”) with certain of the LP Secured Lenders that will
provide it with additional liquidity support during the period of the LP Entities’ reorganization.
Granting a stay of proceedings will allow the LP Entities to run the SISP and, subject to Court
approval, proceed with either the Support Transaction or a Superior Offer generated by the SISP.
The LP Entities believe that the proposed course of action - including the presence of a Support
Transaction that already contemplates a going concern outcome - provides the maximum
possible benefit for all stakeholders in the circumstances. The businesses of the LP Entities will
carry on in the ordinary course, providing stability for employees, suppliers, and other
stakeholders including the millions of people who rely on the news and other information
services provided by the LP Entities every day.
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'ORPORA TE STRUCTURE OF CANWEST GLOBAL

. Canwest Global is a public company continued under the Canada Business
orporations Act, R.S., 1985, c. C-44 (the “CBCA”). Canwest Global and the other CMI
atities filed for and obtained protection from their creditors under the CCAA on October 6,
)09.

5. Canwest Global has a direct 100% ownership interest in Canwést Media Inc.
“*CMI™). CMI, in turn, has direct and indirect ownership interests in all of the other entities in
\e Canwest enterprise, including indirect ownership interests in the Applicants and the Limited
artnership. A copy of Canwest’s corporate organization chart is attached as Exhibit “D” to this
ffidavit and the LP Bntities are described at page 4 of Exhibit “D”.

>ORPORATE STRUCTURE OF THE LP ENTITIES

6. The Limited Partnership is a limited partnership that was formed on September 7,
005 under the laws of Ontario. Until October 5, 2009, CMI was the only limited partner of the
.imited Partnership and CCI was the general partner of the Limited Partnership On October 5,
1009, 4501071 Canada Inc. (“4501071 Canada”) became the sole Jimited partner of the Limited
’artnershlp 4501071 Canada is a wholly-owned subs1d1ary of CML CCI is a wholly-owned
subsidiary of 4501071 Canada.

27. The Limited Partnership is the administrative backbone of the LP Entities. Among
sther things, the Limited Partnershipﬁ (i) owns all of the shared information technology (“IT”)
1ssets used by the various LP entities; (ii) provides IT hosting services for the LP Entities; (iii)
10lds many sofiware licences used by the LP Entities; (iv) is a party to certain shared
sdministrative and/or advisory service agreements with the CMI Entities (as further described
below); and (v) employs approximately 390 employees %Norki‘ng in shared services areas, such as

human resources, accounting, business and IT services and the ReachCanada call centre.

28. CPI (formerly CanWest MediaWorks Publications) was amalgamated with
4309626 Canada Inc. under the laws of the CBCA on August 31, 2005. CPI owns all of the
newspaper publishing and digital media and online assets held by the LP Entities and, effective
October 30, 2009, also owns the National Post and related assets through its ownership of ¢
wholly-owned subsidiéry, National Post Inc. CPI employs the vast majority of the LP Entities’
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proximately 5,300 FT E employees. in additidn CPI has entered into substantially all of the
ntractual arrangements with the LP Entities’ newspnnt supphers, newspaper distributors and

aer goods and services supphers

N CBI was incomorated on September 30, 2004 under the laws of the CBCA and is
rrently inactive. CCI was incorporated on August 26, 2005 under the laws of the CBCA. CCI
the general partner of the Limited Partnership, holdmg an undivided interest of 0.001% in the
mited Partnership. 4501071 Canada was incorporated on April 2, 2009 under the laws of the
BCA. There are 101 common shares issued and outstanding in 4501071 Canada, all of which
¢ held by CMI.

‘he Income Trust Spin-off and Privatization

). The Limited Partnership was formed in 2005 to acquire CMI’s newspaper
ublishing and digital media and online entities (excluding the National Post Cbmpahy) and to
perate such businesses, as well as certain shared services operations, as part of a planned
rcome trust spin-off of CMI’s newspaper publishing and digital media and online operations.

1. On October 13‘, 2005, CMI completed the income trust spin-off by caﬁsing
‘anWest MediaWorks (which changed its name to Canwest Limited Partnership (the Limited
‘artnership) on January 10, 2008) to acqgire substantially all of the newspaper publishing, digital
nedia and online and related assets and to assume substantially all of the newspaper publishing,
ligital media and online, and related operating liabilities of CML, including CanWest
viediaWorks Publications (now CPI) and CBIL, but excluding The National Post Company, in
»xchange for units of CanWest MediaWorks, notes payable and convertible notes payable. On
he same day, CanWest MediaWorks issued units- to the CanWest MediaWorks Income Fund
the “Income Fund”) in exchangé for proceeds of $550 million. The units of the Income Fund
were listed for trading on the Toronto Stock Exchange. In November 2003, the convertible notes
sayable were converted into additional units of CanWest MediaWorks. Following the
sonversion, CMI held a 74.2% ownership interest in CanWest MediaWorks and the Income
Fund had a 25.8% ownership interest in CanWest MediaWorks.

32. CanWest MediaWorks operated with the Income Fund as a limited pariner
between October 2005 and July 2007. Following an announcement by the Federal government
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egarding the future taxation of income fund distributions, in May 2007 CanWest MediaWorks
sntered into a privatization agreement with CMI, CanWest MediaWorks (Canada) (now CCI),
SWMW Trust (an unincorporated open-ended trust established under the laws of the Province of
ntatio) and the Income Fund for the purpose of effectuating a going-private transaction of the
mcome Fund. The transaction was aﬁprdved by unit holders of the Income Fund in July 2007.

Pursuant to the privatization transaction, CanWest MediaWorks puréhased for cancellation the

55 million partnership units held indirectly by the Income Fund for $495 million. ’

33. ~ Since July 2007, CanWest MediaWorks (now the Limited Partnership) has been
wholly-owned indirect suBsidiary of Canwest Global.

CORPORATE DECISION MAKING

34. In April and May 2009, Canwest Global and certain of its subsidiaries, including
certain of the LP Entities, took steps to consolidate and streamline corporate decision making in
the Canwest enterprise. To do so, between April 2, 2009 and April 6, 2009 the shareholder of
each of CMI, CCl, CPI, National Post Holdings Ltd. (“National Post Holdings™), 4501063
Canada Inc. (“4501063 Canada”) and Canwest Television GP Inc. entered into a series of
unanimous shéreholder declarations that removed the rights, powers and duties of the directors of
the respective subsidiary companies fo manage, or supervise the management of, the business
and affairs of the relevant subsidiary companies. By unanimoﬁs shareholder agreement dated
December 8, 2009 between CCI, the Limited Partnérship, CPL Richard Leipsic and Riva
Richard, the unanimous shareholder agreement in respect of CPI was restated.

35. Subsequently, on May 28, 2009, 4501071 Canada executed a unanimous
shareholder declaration that removed the directorial powers from the directors of CCL The
implementation of the shareholder declaration by 4501071 Canada resulted in an event of defaul
under the LP Credit Agreement described below.

'36. The ultimate effect of the various unanimous shareholder declarations was &
consolidate decision-making within Canwest Global through its board of directors.

36



-12-

‘HIEF PLACE OF B USINESS

7. * The chief place of business of the LP Entities is in the Province of Ontario. The
P Entities are each headquartered at 1450 Don Mills Road in Toronto, Ontario. As of the date
f this filing, all national advertising, sales policies and guidelines for the LP Entities are
ranaged from CPI’s national sales offices at 250 Yonge Street in Toronto, Ontario. CPI’s
ational news bureau, operated by Canwest News Service, which is an operating division of
'PL, is located in Ottawa, Ontario. The LP Entities centrally produce many pages of their
ewspapers’ editorial content from the offices of Canwest Editorial Services, which is an
perating division of CPI that is located in Hamilton, Ontatio. Two of the LP Entities’ 10
netropolitan daily newspapers (The Windsor Star and Ottawa Citiéen) and three of their non-

laily newspapers are located in Ontario.

8. . As described below, as at August 31, 2009, the LP Entities emialojied
Lpproximately 1,300 FTE employees in Ontario, which represented more people than the LP

intities employed in any other province except British Columbia at that date.

THE BUSINESS OF THE LP ENTITIES

}9. As described abbve, Canwest’s business operations consist of (a) the Canadian
rewspaper publishing and digital media and on-line publishing businesses; and (b) the Canadian
Yee-to-air and specialty television businesses. This CCAA proceeding involves only the LP
Intities which are a part of Canwest’s newspaper publishing and digital media and online
sublishing businesses (with the exception of the operations of the National Post, which is owned
sy National Post Inc.).

A. Description of the Canadian Newspaper Publishing Industry

40. 'The Canadian newspaper publishing industry is made up principally of newspaper
chains that own pdrtfolios of daily and/or non-daily newspapers, often with a geographic focus.
The Canadian newspaper publishing industry has undergone ownership consolidation over the
bast several decades as these newspaper chains have formed and grown. There are 10 major
competitive newspaper markets in Canada, and a substantial number of daily newspapers operate
as the sole provider of daily information within their home markets. There are two national
English-language newspapers — The Globe and Mail and the National Ppst.

37



-13-

1. The Canadian newspapér-publistiihg industry is comprised of approximately 100
aily paid newspapers and numerous non-daily paid and free-distribution publications. The
idustry is mature and dominated by a small number of publishers. Based upon the most recently
vailable statistics, in 2008, the LP Entities were the largest publisher of daily English-language
ewspapers in Canada and were responsible for 32% of English-language paid circulation (the
P Entities and National Post Inc. were together responsible for 38% of English-language paid
irculation in that period), ahead of Quebecor/Sun Media (20%), Torstar Corporation (14%), .
‘TVglobemedia Inc. (10%) and others (18%).

2. Newspapers are the largest media segmeﬁt in Canada and represent an imi)ortant

dvertising medium, as they reach a broad-based and demographically diverse audierice. Total

“anadian daily newspaper publishing industry revenue was approximately $2.5 billion in 2008,

vith 76.6% of revenue derived from advertising (71.5% from print advertising and 5.1% from
mline advertising) and the balance of 23% drawn from circulation. Canadian newspapers sell
dvertising based upon readership levels, which tend to correlate with education and income.
\dvertising revenue and, to a lesser extent, circulation revenue, are cyclical and dependent upon

reneral economic conditions.

3. The LP Entities’ advertising revenue is generated from three main sources: (@)
yational accounts; (b) retail or local accounts; and (c) classifieds. National accounts are
wdvertisements run by national firms in multiple newspapers across the country. Retail or local
wdvertising accounts include department stores, small business, grocery and. other retailers.
Tlassified advertisements are generally solicitations of sale or purchase by local businesses and
wivate individuals and include employment, real estate and automotive advertisements.
Approximately 50% of néwspaper advertising sales are generated locally, and each newspaper
aas a dedicated sales force }and currenﬂy has a classified advertising call centre. The LP Entities
are in the process of centralizing their newspapers’ classified advertising call centres in Calgary,
Alberta. The remainder of the LP Entities’ advertising sales are generated from national and

multi-market retail accounts.

44, Circulation revenue is generated from: (2) home delivery sales; (b) single copy
sales made through retailers and vending boxes; and (c) corporate bulk sales. In the fiscal year
ended August 31, 2009, approximately 79% of the LP Entities’ circulation revenue was
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nerated from home delivery subSciiptions, 19% was generated from single copy sales and 2%
1s generated from corporate bulk sales. For the fiscal yQa:c ended August 31, 2009, the LP
itities” daily metropolitan newspapers had an aggregate average daily circulation of
proximately 7 60,000 home delivery subscribers, and an aggregate average daily circulation of

1 million copies. When National Post circulation is included, aggregate average daily

tculation for the metropolitan newspapers of the LP Entities was approximately 1.3 million

ipies in fiscal year 2009.

Regulatory Environment

5. The publication of newspapers in Canada is not regulated dii'ectly ‘by federal or
-ovincial laws. There are, however, indirect restrictions on the foreign ownership of Canadian
swspapers by virtue of certain provisions of the Income Tax Act (Canada), 1985,c. 1 (5™ Sujop.)
he “Income Tax Act”). The Income Tax Act limits the deductibility by Canadian taxpayers of
xpenditures for newspaper advertising to advertising that is made in “Canadian issues of
‘anadian newspapers”, except in limited circumstances. For any given publication to qualify as a
Canadian issue of a Canadian newspaper”, the entity that publishes it, if publicly traded, must
ltimately be controlled by Canadian citizens. If the entity publishing the newspaper is privately
eld, it must be at least 75% owned by Canadians. In addition, the publication must, with limited
xceptions, be printed and published in Canada.

3. Overview of the LP Entities’ Businesses

6. The LP Entities own, operate and publish a number of newspapers and magazines,
ncluding 10 major metropolitan daily newspapers, 2 small market daily newspapers and 23 non-
laily newspapers. The LP Entities also own and operate a number of digital media and online
yperations, including canada.com. CPI also owns all of the shares of National Post Inc., which
sublishes the National Post, one of Canada’s two national daily newspapers. National Post Inc.
s not seeking relief in this CCAA proceeding.

(i)  Daily Newspapers

7. The LP Entities publish 10 metropolitan daily newspapers (nine broadsheets and
yne tabloid) and 2 other smaller market daily newspapers (broadsheets). The average age of the
LP Entities® daily newspapers is 128 years.

¢
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L The following table 8ets ourt Hé 12 daﬂy hewspapers owned and operated by the
> Bntities and includes approximate readership statistics in 2008*:

"he Vancouver Sun | Vancouver 19127 - B 781,800

“he Province Vancouver 1898 o : 824,700
"he Gazette Montreal 1778 500,000
Mttawa Citizen _ Ottawa 1845 404,500
idmonton Journal Edmonton | . 1903 463,800
~algary Herald " Calgary 1883 |. “477,900
The Windsor Star " Windsor- 1918 ' 195,900
Fimes Colonist Victoria 1858 23,900
The Star Phoenix Saskatoon 1902 132,500
-eader-Post : Regina 1885 | . 113,700
Vanaimo Daily News Nanaimo 1874 - naj-
{lberni Valley Times -Port Alberni | 1919 n/a
FTOTAL 4,098,100

* Source: NADbank 2008 readership dada

). In 2008, the LP Entities’ major metropolitan daily newspapers (excluding the
‘ational Post) had an aggregate average daily paid circulation of approximately 970,000 copies,
jpresenting approximately 32% of Canada’s daily average English-language newspaper
irculation based ui)on data compiled by the Canadian Newspaper Association, and an estimated
verage, weekly readership of approximately 4.1 million people (based upon the NADbank 2008

sadership survey).

(i)  Non-Daily Newspapers
0. “In addition to their daily newspaper publications, the LP Entities also publish 23
on-daily newspapers distributed in varioils communities. in British Columbia and Ontario, most
f which are free distribution publications. The free distribution newspapers are generally
elivered to every houschold in their respective regions, thereby providing advertisers with
omplete market coverage. The LP Entities’ non-daily newspapers are also managed by the head
ffice of the LP Entities, which is located in Toronto, Ontatio.

1. _The LP Entities publish 12 community newspapers that are printed and distributed
wo or three times per week throughout the Lower Mainland of British Columbia. On Vancouver
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iland, the LP Entities’ publish fsur bl-Weekly and two weekly newspapers (collectively, the
Vancouver Island Newspaper Group”).

2. In Ontario, the LP Entities own and operate five community publications that
;ach over 45,000 homes in the Windsor-Essex County region.

(iii) Digital Media and Online Operations

3. The LP Entities’ digital media and online businesses include over 80 destination
iebsites in the canada.com network, including websites for the LP Entifies’ daily and
ommunity newspapers, online classified websites, dose.ca (an entertainment website) and
"Pinfomart.ca (a subscription-based media monitoring service). These digital media and online
iperations are used, inter alia, to distribute Canwest’s and other third pzirties’ entertainment,
iews and editorial content across multiple media platforms. The LP Entities also distribute
ntertainment, news and editorial content that are produced by the CMI Entities and certain other
if Canwest’s speciality television channels, which are owned and operated by its subsidiary, CW

nvestments Co. and its subsidiaries.

4, The web portal canada.com is a comprehensive 24/7 online news, entertainment
nd information network that leverages the content, brands and customer relationships of
“anwest’s major media properties across Canada. Generally speaking, canada.com seeks to
yrovide a “Canadian perspective” regarding news, events, entertainment and information to
anadians and people across the world. At present, the canada.com online network has
ipproximately 6 million unique users per montﬁ. The canada.com online network includes
espected media properties such as the National Post, Global National, Ottawa Citizen, The
Sazette, The Vancouver Sun, The Province, Edmonton Journal and Calgary Herald, For these
sroperties, canada.com provides a platform to market and promote key off-line activities and

build and reinforce relationships with advertisers and end-users.

55. The LP Entities’ online newspaper websites feature headlines, breaking news,
analysis, commentary and selected stories from the daily newspaper print editions and serve as
both online advertising and marketing vehicles. These newspaper websites also publish digital
editions of all of the' LP Entities’ major daily newspapers. These digital editions are available

free to paid print subscribers or as digital-only paid subscriptions. The websites also serve as

¢
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istomer telationship tools, prom@t%%'féi'sﬁBEEiE}ﬁﬁons to pﬁﬁted newspapers and digital-e&itions,
lowing for purchase or renewal of subscriptions, permitting notification of vacation stops and

-activations, and processing of billing inquiries.

R The LP Entities also operate a number of classified advertising websites such as
yusehunting.ca (re‘al " estate sales), working.com (careers), driving.ca (automobile),
‘membering.ca (obituaries), celebrating.com (announcements) and connecting.com (personals).
hese websites leverage existing customer relationships and give classified advertisers the

yportunity to extend the reach of their advertising to internet consumers. Revenue from the

assified advertising websites has grown rapidly in the recent past, from $3 million in fiscal year .

03 to $23.2 million in fiscal year 2009.

1. FPinfomart.ca is a subscription-based service offering one of Canada’s largest
aline news and business research setvices, providing busiriesses, government and the non-profit
sctor with more than 4,800 Canadian and international news sources. Sources for FPinfomart.ca
iclude major daily newspapers (including all of the LP Entities’ newspapers and the National
ost), newswires, regional community newspapers, corporafe databases, specialty trade journals,
1agazines, broadcast television, radio and blogs. FPinfomart.ca can be used by its subscribers
st online media monitoring, archival news searches, and in-depth research on approximately

,000 publicly-traded companies and approximately 430,000 Canadian companies.

"Pinfomart.ca also includes a video/broadcast module enabling customers to receive relevant -

ideo clips from over 80 Canadian news and information broadcasts within minutes of their live

roadcast.

(iv) Revenues and Expenses -

8. For the fiscal year ended August 31, 2009, the LP Entities’ consolidated revenues
vere $1.021 billion, down 15% from the previous year. Its consolidated operating profits
excluding restructuting expenses) were down $180 million (or 41%) from the year ended
\ugust 31, 2008. In the fiscal year ended Amgust 31, 2009, the LP Entities derived
pproximately 72% and 22% of their consolidated revenue from advertising and circulation,
espectively. The LP Entities’ advertising revenue is subject to seasonal advertising patterns and
easonal influences on the consumer’s media consumption habits. Advertising revenue is
ypically lowest during‘ﬂle fourth quarter of the LP Entities’ fiscal year, which ends on August
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(%t and highest during the first libittae. of the fiscal yéar, which ends on November 30™,
imarily as a result of holiday-related advertising. Circuiation revenue is generated from home-
slivery subscriptions for newspapers and single-cdpy sales at retail outlets and vending
lachines. The LP Entities’ national sales group, operated by Canwest Publishing Sales (an
perating division of CPI), co-ordinates national advertising sales, although each of their
swspapers has its own local sales force. |

9. The LP Entities’ consolidated operating expenses decreased by $56 million (6%)
1 fiscal 2009, primarily as the result of reductions in payroll, distribution, newsprint and
warketing and promotion costs. The LP Entities® principal operating expenses in fiscal 2009
rere: (i) payroll-related (54%); (ii) distribution expenses (17%); and (iii) newsprint, ink and
rinting (10%). The LP Entities; consolidated operating results are particularly sensitive to
ariations -in the cost and availability of newsprint, which is a commodity and is generally
ubject to price volatility. The odst of newsprint is influenced by supplier relationships, volume
urchasing power, proximity to paper mills and regional supply arrangements that affect
:ansportation costs. The LP Entities purchase newsprint from a number of Canadian suppliers,
ypically pursuant to 12-month supply agreements based upon projected needs.

0. The LP Entities own the majority of their manufacturing equipment for their
ewspapers, including printing presses and mailroom inserting equipment. In an effort to
ncrease efﬁciency, the LP Entities also use their printing press capacity to print advertising
nsérts, flyers and other publications on behélf of third parties.

SANWEST BUSINESSES NOT INCLUDED IN THESE PROCEEDINGS

1. Canwest’s other major business is television. Canwest’s television business is
iotionally divided between two operating segments: (i) free-to-air television stations and
ubscription-based specialty television channels which are owned by CTLP (the “Canadian
[elevision Segment™); and (ii) subscription-based specialty television channels which are owned
yy CW Investments co. and its subsidiaries (the “CW Media Segment”). Certain operations
within Canwest’s Canadian television business are the subject of a separate CCAA proceeding.
Jone of Canwest’s Canadian television business is included in this proposed CCAA proceeding.
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2. ' The Canadian Television Sggﬁient of Canwest’s broadcast business is operated by
‘TLP and consists of (i) 12 free-to-air television stations which comprise the Global Television
letwork; (ii) three subscription-based specialty television channels that are wholly-owned and
perated by CTLP; (iii) two subscription-based specialty television channels that are partially
wned and operated by CTLP (TVtropolis and Mystery TV); and (iv) one subscription-based
pecialty channel that is partially-owned but not operated by CTLP (MenTV). The Global

"elevision Network broadcasts many of the most popular television programs in Canada.

3. _Thc: CW Media Segment is comprised of a portfolio of 17 wholly-owned or
vartially-owned specialty television channels that were acquired jointly with Goldman Sachs
tom Alliance Atlantis Communications Inc. in August 2007. Collectively, thesé channels deliver
ome of the most popular programming in Canadian specialty television and include channels
mch as Shéwcase, Slice, HGTV Canada, History Television and Food Network Canada.

4, The Canadian Television Segment, with the exceptions of CTLP’s partially-
»wned speciality television channels (TViropolis, Mystery TV and MenTV) is currently part of
he CMI Entities’ separate CCAA proceeding. The CW Media Segment is not part of the CMI
Zntities” CCAA proceeding, nor is it a part of this proposed CCAA proceeding.

THE FINANCIAL POSITION OF THE LP ENTITIES

65. On November 26, 2009, the Limited Partnership released its annual consolidated
financial statements for the year ended August 31, 2009. Those consolidated financial statements
of the Limited Partnership included the accounts of the Limited Partnership, CPI and CBL
Because the Limited Partnership is an unincorporated entity, its balance sheets did not include
the assets, liabilities, revenue and expenses of its partners (i.e., cMI (sinée replaced as limited
partner by 4501071 Canada) and CCI). A copy of the Limited Partnership’s audited consolidated
financial statements for the year ended August 31, 2009 (with comparative figures for the year
ended August 31, 2008) is attached as Exhibit “E” to this Affidavit.

A. Assels

66. As at August 31, 2009, the Limited Partnership had total consolidated assets with
a net book value of approximately $644.9 million (decreased from approximately $647.6 millior
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at August 31, 2008). This inciudecl consolidated current assets of $182.7 million and

msolidated non-current assets of approximate‘lyv$462.2 million.

Y

1.

(ii)

B.

Current Assets

As at August 31, 2009, the Limited Partﬁerslﬁp’s consolidated current assets
msisted of the following: '

Cash and cash equivalents - $43,427,000

Accounts receivable - $103,489,000

Amounts due &qm related companies - $2,266,000
" Inventory - $6,594,000

Prepaid Expenses - $12,991,000
Restricted cash - $13,900,000

Non-Current Assets

As at August 31, 2009, the Limited Partnership’s consolidated non-current assets

sisted of the following:

9.
llowing as at August 31, 2009:

Property and equipment - $340,980,000

Other assets (pension assets, deferred financing costs and advertising rights) -

$26,195,000

Goodwill - $95,034,000 -

With respect to property and equipment, the Limited Partnership held the

°$20.329,000 |

and -1

juildings $196,646,000 $83.225,000 $113,421,000
Aachinery and equipment $644,629,000 $450,307,000 $194,322,000
.casehold and land improvemenis - $12,877,000 $8.969,000 $3,908,000
'OTAL $883,481,000 $542,501,000 $340,980,000
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. Liabilities |

). As at August 31, 2009, the Limited Partnership had total consolidated liabilities of
proximately $1.719 billion (increased from approximately $1.656 billion as at August 31,
)08). These liabilities consisted of consolidated current liabilities of $1.612 billion and

msolidated non-current liabilities of $107 million.

(i)  Current Liabilities

. As at August 31, 2009, the Limi_ted Partnership’s consolidated current liabilities
icluded the following: ‘

e Accounts payable and Accrued Liabilities - $126,260,000
e Amounts due on Swap Settlement - $68,874,000 -
e Income Tax Payable - $12,000
| e Amounts due to related companies - $3,777,000
e Current portion of long-term debt - $1,380,094,000
e Current portion of obligations under capital leases - $3,138,000

2. The current portion of long-term debt consisted of all of the debt obligations of
1e LP Entities. As described herein, the Limited Partnership is cutrently in default under the LP
‘redit Agreement and the LP Senior Subordinated Credit Agreement as well under the LP Note
adenture. As a result, the LP Secured Lenders, the LP Subordinated Lenders and/or the LP
loteholders may take steps to demand immediate payment of their respective debts. These
efaults caused additional defaults under related foreign currency and interest rate swaps, and the
wap counterparties have demanded immediate repayment in the aggregate amount of $69.8
aillion (described as “amounts due on swap settlement”) in paragraph 70. In total, an aggregate
rincipal amount of approximately $1.45 billion of indebtedness is now due-within one year and

\as been categorized as “current liabilities” for accounting purposes.

(ii)  Non-Current Liabilities

3. As of August 31, 2009, the Limited Partnership’s consolidated non-current
iabilities consisted of the following: '
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e Obligations under capital leases -_$i__§',;69_6,000 N
e Accrued pension, post-reﬁréi;ieﬂt and other liagilities - $75,318,000
o - Future income taxes - $27,478,000

. Partner’s Deficiency

As at August 31, 2009, the Limited Partnership had total consolidated partner’s
ficiency of approximately $1.074 billion (increased from approximately $1.008 billion as at
agust 31, 2008). The consolidated partner’s deficiency consists of the following:

e Partner’s capital - $39,188,000
. Contributedv surplus - $55,000,000

« Deficit - ($1,168,093,000)

I Revenues

.o The Limited Partnership has been experiencing deteriorating financial results over
e past year. For the year ended August 31, 2009, the Limited Partnership’s consolidated
wvenues decreased by $181.7 million, or 15%, to $1.021 billion as compared to $1.203 ‘billion
it the year ended August 31, 2008. For the Yéaf ended August 31, 2009, the Limited Partnership
ported a consolidated net loss of $66.0 million, compared to consolidated net earnings of
143.5 million, for fiscal 2008. |

. Secured Debt and Credit Facilities

6. As more fully described below, the Limited Partnership had consolidated
)debtedness totalling $1.45 billion as at August 31, 2009:

T7$116,000,000 | $96,000,000
wrtnership Credit Facility - ' 4
revolver

Senior Secured 2012 $265,000,000 | $262,692,000 $262,028,000
Credit Facilities - -

H
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credit C .
Senior Secured 20147 US$458,042,000° $497,311,000 " $483,999,000
Credit Facilities — i
~ .creditD . ,
Amounts due on $68,874,000 $68,874,000 $68,874,000
. __swap settlement . .
Senior 2015 $75,000,000 $74,235,000 $74,152,000
Subordinated ' ~
Unsecured Credit
Facility ’ ,
- Senior 2015 | US$400,000,000 $429,856,000 $415,766,000
Subordinated ‘ ) '
Unsecured Notes . . _ ,
FOTAL $1,382,916,000 $1,448,964,000 $1,400,819,000
* all facilities are in default and therefore all are due immediately
()  LP Credit Agreement

i

As noted above, CanWest MediaWorks (now the Limited Partnership) entered
to.the LP Credit Agreement dated as of July 10, 2007 with The Bank of Nova Scotia, as LP
dministrative Agent, the LP Secured Lenders and the LP Guarantors. The LP Credit Agreement
ovides the Limited Partnership with the LP Secured Credit Facilities, which include:

(@)  arevolving five-year credit facility (including a swingline facility of $15 million
(the “LP Swingline Facility”)) of up to $250 million (the “LP Revolving
Facility”), which was effectively capped at the time of default on May 29, 2009
by the LP Secured Lenders at the amount outstanding of $116 million plus
outstanding letters of credit;

®

©

a non-revolving term credit facﬂity in the amount of $265 million (the “Credit C

Facility™); and

a non-revolving term credit facility in the amount of US$458 million (the “Credit

D Facility”).

. copy of the LP Credit Agreement, as amended without appendices and signature pages, is
ttached as Exhibit “F” to this Affidavit.

8.

The LP Revolving Facility was to mature in July 2012 and bears interest at prime

lus a margin (payable on a monthly basis) for prime rate or base rate advances or at the last day
if the applicable LIBOR period for LIBOR advances. As at August 31, 2009, the LP Revolving
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cility had an interest rate of 3.75% per. annum and outstanding borrowings of $116 million net

outétanding letters of credit of $2.0 million. The availability under the LP Revolving Facility
s been permanently reduced to the level of current borrowings of $116 million plus
tstanding letters of credit as a result of the defaults on May 29, 2009 and as agreed in the

rbearance Agreement.

'. The Credit C Facilify was to mature in July 2012, bears interest at prime or
BOR plus a margin (payable on 2 monthly basis), and is subject to principal payment
Juctions of a minimum of 1.25% per quarter beginning in the fourth quarter of fiscal 2009 and
5% per quarter beginning in the fourth quarter of fiscal 2010. As at August 31, 2009, the Credit
Facility had an interest rate of 3.75% per annum and outstanding principal of approximately

165 million.

). The Credit D Facility was to mature on July 13, 2014 and bears in_terést ona
onthly basis in respect of base rate advances. Floating rate advances are based upon LIBOR
te or base rate plus a margin. The Limited Partnership had previously entered into a foreign
urency and interest rate swap (the “LP Foreign Currency and Interest Rate Swap”) to fix
e interest and principal payments on a notional amount of US$466 million, which reduced with
incipal payments on the debt,at a fixed currency exchange rate of US$1:$1.0725 until July

)14, resulting in a swap adjusted effective interest rate of 7.5% per annum.

L. As a result of the Events of Default (és defined in the LP Credit Agreement)
scurring in respect of the LP Secured Credit Facilities (described below), including the failure
) pay the interest and principal reduetion payments which were due on May 29, 2009 in respect
f the LP Secured Credit Facilities, Events of Default (as defined in the LP Foreign Cutrency
nd Interest Rate Swap and LP Notes Swap agreements) were triggered in respect of the LP
oreign Currency and Interest Rate Swap and the LP Notes Swap (defined below).
:onSequently,‘ all swaps were terminated by the swap counterparties effective late May and early
une of 2009. Settlement payments in the aggregate amount of approximately $68.9 million are
o§v owed by the LP Obligors to the swap counterparties as a result of the early termination of

1e swaps. These amounts are accruing interest daily. These unpaid swap amounts rank pari

assu with amounts owing under the LP Credit Agreement. Since the LP Foreign Currency and
nterest Rate Swap (defined below) was terminated, the Credit D Facility is no longer hedged

.
$
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minst foreign currency ﬂuctuatlons Pursuant to the terms of the Forbearance Agreement

vhich is now expired), the LP Obhgors agreed ‘m make all payments of interest and fées when

1e in accordance with the terms of the swap dgreements on a going forward basis.

). As at August 31, 2009, the indebtedness ‘under the Credit D Facility totalled
yproximately US$458 million and bore interest at the rate of 4.8 % per annum. '

3. The LP Guarantors (collectively with the Limited Partnership, the “LP
ibligors”) have guaranteed -the payment and performance of the Limited Partnership’s
bligations under the LP Secured Credit Facilities and the obligations of the LP Obligors under
tin connection with any swap transaction (including now terminated foreign currency and
iterest réte hedging transactions) and cash consolidation, cash management and electronic funds
ansfer arrangements (collectively, tﬁe “QOther LP Secured Obligations™).

4. The amounts outstanding from time to time under the LP Secured Credit Facilities
nd including the Other LP Secured Obligations are secured by charges against all of the assets
f the LP Obligors pursuant to various: security arrangements (including a General Security
.greement) in favour of CIBC Mellon Trust Company of Canada, acting in its capacity as
pllateral agent (the “Security™).

5. The LP Secured Credit Facilities are subject, infer alia, to the following financial

ovenants:

e Total leverage ratio (the ratio calculated by dividing total debt by EBITDA (as
defined in the LP Credit Agreement) for the Limited Partnership’s four most recently
completed fiscal quarters) not exceeding 5.75 times;

e Senior leverage ratio (the ratio calculated by dividing senior debt at such time by
EBITDA (as defined in the LP Credit Agreement) determined on an adjusted
consolidated basis for the Limited Partnership’s'four most recently completed fiscal
quarters) not exceeding 3.75 times; and |

e Interest coverage ratio (the ratio calculated by dividing EBITDA (as defined in the LP
Credit Agreement) for the Limited Partnership’s four most recently completed fiscal
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quarters by inferest expense for such period) not to be less than 1.75 times prior to
August 31, 2009 and 2.00 umes théreafter.

5. With respect to partnership distributioﬁs, \.mder the LP Credit Agreement, the
imited Partneréhip is permitted to use up to $75 million of the LP Revolving Facility to make
istributions to its partners in cash, securities or other property so long as no default under the LP
redit Agreement has occurred and is continuing or would result from such dist'tibutions, and
ich distributions do not exceed (in the aggregatej $75 million plus the lesser of (a) Disttibutable
ash (as defined in the LP Credit Agreement) and (b) EBITDA (as defined in the LP Credit
greement) less 1.4 times interest expense for the Limited Partnership’s four most recent
snsecutive fiscal quarters. As the Limited PartnerShip is currently in default under the LP Credit
.greement, the Limited Partnership cannot make any fmther distributions to its partners.

7. Under the terms of the LP Credit Agreement, an Event of Default (as defined in
1e LP Credit Agreement) occuts, infer alia, when any LP Obligor becomes a party to a
roceeding seeking court protection from its creditors. Absent a stay of proceedings, upon such
n insolvency filing, the LP Credit Agreement will terminate and all obligations under the LP
ecured Credit Facilities will become automatically due and payable without presentment,

.emand, protest or other notice of any kind. In addition, the Forbearance Agreement expired and
he LP Administrative Agent is now entitled to proceed to enforce its rights and remedies under
he LP Credit Agreement. In addition, the LP Obligors would be required, absent a stay of
roceedings, to deposit the full face amount at maturity of all letters of credit. The LP Obligors
lo not have the financial resources to satisfy their obligations under the LP Credit Agreement
hould the obligations thereunder become due and payable.

8. As at August 31, 2009, the Limited Partnership had total outstanding botrowings
m the LP Secured Credit Facilities in an amount that is the Canadian dollar equivalent of
ipproximately $953.3 million (exclusive of unpaid interest).

39. On May 29, 2009, Canwest Global announced that the-Limited Partnership would
ye in breach of certain financial covenants in the LP Credit Agreement as of May 31, 2009. At
hat time, Canwest Global also announced that the Limited Partnership would not make certain
nterest and principal reduction payments aggregating approximately $10 million which were

o1
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e on May 29, 2009 in respect of the Credit D Facility. A copy of the news release dated May
9, 2009 is attached as Exhibit “G” {0 thls Afﬁdawt |

0. On June 1, 2009, the‘LP Entities received a letter from the LP Administrative
‘genit advising that the breach of the financial covenants in the LP Credit Agreement and the
issed interest and p’rincipal reduction payments that were due on May 29, 2009 in respect of the
redit D Facility were Events of Default as defined in the LP Credit Agreement. The LP
«dministrative Agent noted that the LP Secured Lenders reserved their rights to fully invoke
1eir rights, remedies, powers or privileges under the LP Credit Agreement and the Security or as
therwise available at law or in equity, at any time as they deem appropriéte with respect to the
ivents of Default that had occurred or that may occur in the future. A copy of the letter from the
P Administrative Agent dated June 1, 2009 is attached as Exhibit “H” to this Affidavit.

n. On June 3, 2009, the LP Obligors responded to the LP Administrative Agent and
equested that the LP Administrative Agent communicate to the LP Secured Lenders a request
hat they not enforce their rights under the LP Credit Agreement as a result of the Events of
Yefault at that time. The LP Obligors also advised the LP Administrative Agent that, in the near
erm, the LP Entities would be (i) considering the engagement of an experienced restructuting
wdvisor; (i1) ‘providing access to advisors of a steering committee of the LP Secured Lenders to a
somprehensive data room; and (jii) developing a timeline for a sale and/or investment
iolicitation effort with RBC Capital Markets as part of a recapitalization “effort. A copy of the
etter from the LP Obligors (undated but sent on June 3, 2009) is attached as Exhibit “T” to this
Affidavit.

)2. The LP Administrative Agent responded to the LP Obligors® June 3" Jetter on
fune 12, 2009. In the response, the LP Administrative Agent confirmed that it had advised the
LP Secured Lenders of the LP Obligors’ request not to accelerate the obligations owing under
the LP Credit Agreement. The LP Administrative Agent reiterated that the LP Secured Lenders
continued to reserve their rights under the LP Credit Agreement. A copy of the letter from the LP
Administrative Agent dated June 12, 2009 is attached as Exhibit “J ” to this Affidavit.

93, By letter dated June 24, 2009, the Limited Partnership advised the LP
Administrative Agent that it would not be making any further payments of interest, principal or
fees due under the terms of the LP Credit Agreement on or after May 29, 2009. A copy of the
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tter from the Limited Partnership to the LP Adnnmstratlve Agent dated June 24, 2000 is
tached as Exhibit “K” to this AFdAVIE"

b Altogether, the LP Obligors were not able to make principal, interest and fee
iyments owing undet the LP Credit Agreement on May 29, 2009, June 21, 2009, June‘ 22,2009,
ily 21, 2009, July 22, 2009 and August 21, 2009. The LP Obligors have been in default under
e LP Credit Agreement since May 29, 2009. |

(i) The Forbearance Agreement

5. On or around August 31, 2009, the LP Obligors and certain of the LP Secured
enders entered into the Forbearance Agreement pursuant to which the LP Secured Lenders
greed to forbear, subject to certain terms and conditidns, from taking steps to proceed with
nforcement of security held in support of the loans under the LP Credit Agreement in order to
llow the LP Obligors and the LP Secured Lenders an opportunity to negotiate a pre-arranged
sstructuring, recapitalization ot reorganization of the financial affairs of the LP Entities. A copy
£ the Forbearance Agreement is attached as Exhibit “L” to this Affidavit.

6. - The Forbearance Agreement expressly contemplated that the LP Obligors and the
P Secured Lenders would negotiate the terms of a pre-packaged restructuring or recapitalization
ransaction (the “Pre-Pack”) to be effectuated under CCAA protection. Schedule “C” to the

‘orbearance Agreement established “Pre-Pack Milestones” including:

e on or before September 15, 2009, agreement to the terms, timing and conduct of the
SISP;

e on or before September 30, 2009, agreement on the principal terms of a Pre-Pack

arrangement and its method of implementation; and

e on or before October 15, 2009: (i) delivery by the LP Administrative Agent to the LP
Obligors of a written proposal fof a Pre-Pack approved by sufficient LP Secured
Lenders and counter-parties to the swap agreements; (i) documentation of the terms
of restructuring or termination of existing shares services agreements, allocation of
fees for separate restructurings of the LP Entities and the CMI Entities and terms of
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governance of the LP Obligors during the course of aﬁy CCAA proceeding;. and (i)
agreement on a proposed Tritial Order. . '

The Forbearance Agreement also required the LP Obligors to submit regular

olling cash flow reports and provided that total operating disbursements and receipts from the
revious four week period could not deviate from their resﬁective cash flow projections by

egative variances greater than 10%.

18.

99.

Under the Forbearance Agreement:‘

the LP Secured Lenders had no obligation to make any further advances and the
Swingline Availability (as defined in the LP Credit Agreement) was cancelled;

the LP Obligors were not permitted to make payments in excess of $1,000,000
individually or $5,000,000 in the aggregate except as expressly contemplated in the
cash flow projections delivered to the LP Administrative Agent;

immediate payment was required in respect of all outstanding interest and fees under
the LP Credit Agreement and swap agreements and the Limited Partnership was
required to continue to make current and ongoing payments in respect of interest and

fees under such agreements when due; and

without the written consent of the LP Administrative Agent, no payments could be
made to other Canwest entities except in accordance with the terms and conditions of
certain existing shared services agreements and no mew agreements for shared

services with the Canwest entities could be entered into.
By its terms, the Forbearance Agreement expired on the eatlier of:

October 31, 2009;

failure of the LP Obligors to meet any of the Pre-Pack Milestones to the satisfaction
of the LP Secured Lenders;

delivery by the Limited Partnership to the LP Administrative Agent of notice of ¢
proceeding to obtain court protection;
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o unless waived by the LP Adrmmstratwe Agcnt receipt by the LP Obligors of a notice
of acceleration by the LP ﬁbtenolders,

o the occurrence of any default or event of default other than defaults and events of -

default for which the Forbearance Agreement was provided; or

¢ the failure of the LP Obligors to comply with their obligations under the Forbearance
' Agreement.

0. On-August 31, 2009, the Limited Partnership transferred $13.9 million to a
stricted bank account that was used to pay outstanding interest owing on the LP Secured Credit
icilities pursuant to the terms of the Forbearance Agreement.

M. The LP Obligors and the LP Secured Lé_nders did not achieve the Pre-Pack
ilestones set out in the Forbearance Agreement. As a result, the LP Obligors had to request,
id were granted, numerous short-term extensions to the milestones by the LP Secured Lenders.
1ese included extensions of Pre-Pack Milestones to September 22, 2009, September 29, 2009,
ctober 7, 2009, October 15, 2009, October 30, 2009 and November 9, 2009. A copy of the last
aiver and extension letter dated October 30_2 2009 is attached as Exhibit “M” to this Affidavit.

)2, - On two occasions, the LP Obligors were also required to request amendments to

e Forbearance 'Agreement because actual cash receipts in their rolling cash flow reports
sviated from cash flow projections by in excess of the permitied 10% negative variance. By
tter dated October 9, 2009, the LP Obligors requested that the LP Secured Lenders consent to:
) the total negative receipt variance of 12% reported in the rolling cash flow reports dated
ctober 8, 2009; and (ii) a maximum total negative receipt variance of up to 20% for all future
iling cash flow reports. Pursuant to the Waiver and Amendment Agreement to the Forbearance
greement between the LP Obligors and the LP Administrative Agent, the LP Administrative
gent agreed, inter alia, to: (i) waive the termination events under the Forbearance Agreement
ad the events.of default and defaults under the LP Credit Agreement; and (ii) amend section
(b) of the Forbearance Agreement to increase the maximum negative variance from 10% to
0% for the period from October 18, 2009 to October 25, 2009. A copy of the Waiver and
mendment Agreement to the Forbearance Agteement is attached as Exhibit “N” to this
fHidavit.
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3. On November 9, 2009 wﬁh requests by the LP Obligors for addmonal waivers,
terms. As a result, the LP Obligors are in default under the LP Credit Agreement and the LP
sured Lenders have since that date been in a position to take steps to demand immediate
yment of all amounts owing under the LP Credit Agreement (which totalled the Canadian
Har equivalent of approximately $953.3 million (exchisive of unpaid interest) as at August 31,
09).

(iiij} LP Senior Subordinated Credit Agreement

4. CanWest MediaWorks (now the Limited Partnership) entered into the LP Senior
bordinated Credit Agreement dated as of July 10, 2007 with The Bank of Nova Scotia, as
bordinated Agent, the LP Subordinated Lenders and the LP Subordinated Guatantors, which
svides the Limited Partnership and the other LP Entities with access to an unsecured credit
sility (the “LP Senior Subordinated Credit Facility”) of up to $75 million. A copy of the LP
nior Subordinated Credit Agreement is attached as Exhibit “O” to this Affidavit.

5. The LP Senior Subordinated Credit Facility was to mature in July 2015 and bears
lerest at one of prime rate, base rate or LIBO rate. Interest is payable rhonthly with respect to
ime rate and base rate advances or on the last day of the applicable LIBO period for LIBO
vances. As at August 31, 2009, the LP Senior Subofdjnated Credit Facility had an effective
terest rate of 9.0% per annum and the Limited Parﬁxersﬁp had outstanding borrowinést-under
e facility of $75 million. |

6. The LP Subordinated Guarantors have provided unsecured guarantees of the
iyment and performance of the Limited Partnership’s obligations under the LP Senior
ibordinated Credit Agreement. Pursuant to an Intercreditor Agreement dated as of July 10,
)07 (the “Imtercreditor Agreel_nent’?), the obligations of the Limited Partnership and the LP
ibordinated Guarantors are subordinated and postponed until the payment in full of Senior
debtedness (as defined therein), including all amounts owing by the Limited Partnership and
e LP Subordinated Guarantors under the LP Credit Agreement, all documentation securing the
P Secured Credit Facilities, swap agreements and money transfer and payroll services, foreign
mrrency exchange, cash management and any other services provided by a lender under the LP
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edit Agreement. The unsecured guarantees rank pari passu w1th all other senior subordinated
debtedness of the Limited Partnershlp, mcludmg indebtedress under the LP Note Indenture.

V7. The failure of the Limited Partnershlp to pay the interest due and payable on May

.» 2009 in respect of the LP Credit Agreement resulted in an event of default under the LP
»njor Subordinated Credit Agreement. Under the tetms of the LP Senior Subordinated Credit
gréeement, an event of default also occurs upon the occurrence of a default under any agreement
lated to the Limited Partnership’s or any LP Subordinated Guarantor’s indebtedness or swap
sligations, which permits the accéle;ation of the date on which the indebtedness or swap

sligations become due.

)8. An event of default also -ocours under the LP Senior Subordinated Credit
greement when the Limited Partnership or any LP Subordinated Guarantor becomes subject to
1y proceeding seeking court protection from its creditors. Absent a stay of proceedings, a
CAA filing causes a termination of the LP Senior Subordinated Credit Agreement with all
sligations thereunder becoming automatically due and payable without presentment, demand,
rotest or other notice of any kind (subject to the terms of the Intercreditor Agreement). In
idition, the Limited Partnership and/or the LP Subordinated Guarantors would be required,
ssent a stay of proceed'ings, to deposit the full face amount at maturity of all letters of credit
ow outstanding. Furthermore, the Limited Partnership would also be required to cause all cash
ow of the Limited Partnership and LP Subordinated Guarantors to be paid directly to the LP
ubordinated Agent upon demand by the LP Subordinated Agent (subject to the terms of the
wter-creditor Agreement). The Limited Partnership and the LP Subordinated Guarantors do not
ave the financial resources to satisfy their obligations under the LP Senior Subordinated Credit
Lgreemeht should the LP Subordinated Agent demand payment of the LP Senior Subordinated

acility.

09. On June 12, 2009, the LP Subordinated Agent sent a lletter to the Limited
artnership and the LP Subordinated Guarantors advising them that the above-referenced
ceurrences of events of default under the LP Credit Agreement constituted events of default
nder the LP Senior Subordinated Credit Agreement. The LP Subordinated Agent also advised
1at (i) the LP Subordinated Lenders had not waived and did not intend to waive, any
utstanding defauit or event or default; and (ii) the making of any advance under the LP Senior

57



-33-

ubordinated Credit Agreement by any of the LP Subordinated Lenders, or any LP Subordinated
ender’s agreement to make any suéh ‘“advéﬁce, dld not Ghfistitute an agreement or obligation to
iake any further or other advance to the Limited Partnershlp The LP Subordinated Agent
(pressly reserved its rights under the LP Senior Subordinated Credit. Agreement and the other
van documents with respect to the events of defiults under the LP Senior Subordinated Credit
greement that have occurred or may subsequently occur. A copy of the letter from the LP

ubordinated Agent dated June 12, 2009 is attached as Exhibit “P” to this Affidavit.

10. By letter dated June 24, 2009, the Limited Partnership and the LP Subordinated
‘ruaranters notified the LP Subordinated Agent that they would not be making any payments in

sspect of interest, principal or other fees due under the terms of the LP Senior Subordinated

‘redit Agreement on or after May 29, 2009. The Limited Partnership and the LP Subordinated

suarantors failed to make the interest payment due and payable on June 21, 2009 under the LP

lenior Subordinated Credit Agreement, and the LP Senior Subordinated Credit Agreement is

ow in default. A copy of the letter to the LP Subordinated Agent dated June 24, 3009 is attached

s Exhibit “Q” to this Affidavit.

11. - There are no waivers or forbearance agreements in place between the anted
'artnershlp, the LP Subordinated Guarantors and the LP Subordinated Lenders.

(iv) LP Notes

12, On July 13, 2007, CanWest MediaWorks (now the Limited Partnership) entered
nto the LP Note Indenture with the LP Note Indenture Guarantots, the Bank of New York, as
J.S. trustee, and BNY Trust Compaﬂy of Canada as Canadian trustee in connection with the
ssuance of the LP Notes in an aggregate principal amount of US$400 million. A copy of the LP
Note Indenture is attached as Exhibit “R” to this Affidavit.

[13. Under the terms of the LP Note Iﬁdenture,' the Limited Partnership is required to
nake semi-annual interest payments to the LP Noteholders. The LP Notes bear interest at 9.25%
ner annum and are due in August 2015, The LP Notes have a variable prepayment option at a
sremium. The LP Note Indenture Guarantors have guaranteed the payment and performance of
the amounts owing by the Limited Partnership under the LP Note Indenture.
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14. On July 13, 2007, after s1gmng the LP Note Indenture, the Limited Partnershlp
rtered into a US$400 million forelgn currency and interest rate swap resulting in a fixed
wrrency exchange rate of US$1:$1.0725 until July 2015 and a fixed interest rate of 9.1% per
anum (the “LP Notes Swap”). As noted above, as a result of defaults occurring in respect of the
P Credit Agreement (described above),' defaults were triggered in respect of the LP Foreign
urrency and Interest Rate Swap and the LP Notes Swap. Consequently, the swap counterparties
srminated all swap instruments and demanded immediate payment of an aggregate amount of
pproxiniatély $68.9 million from the LP Obligors. The LP Obligors have not satisfied this
emand and do not have adequate liquidity to satisfy this demand or any such demand.

15. The LP Notes are unsecured obligations of the Limited Partnérship and the LP
lote Indenture Guarantcr's. They are expressly subordinated to all Senior Indebtedness (as
efined in the LP Note Indenture) of the Limited Partnership and the LP Note Indenture
uarantors, including: (i) indebtedness undef the LP Credit Agreement; (ii) all swap obligations
f the LP Obligors; (iii) all reimbursement obligations of the LP Obligors in respect of amounts
aid under le'cters of credit or other similar instruments; and (iv) any other indebtedness that does
ot by its terms provide that such indebtedness is to rank pari passu with, or subordinate to, the
.P Notes. The LP Notes rank pari passu to all other indebtedness of thc Limited Partnership,
ncluding the LP Senior Subordinated Credit Facility, which does not constitute Senior
ndebtedness (as defined in the LP Note Indenture). |

.16. Under the terms of the LP Note Indenture, an event of default occurs upon the
hilure by the Limited Partnership or any LP Note Indenture Guarantor to pay when due
yrincipal, interest or premium in an aggregéte amount of US$25 million or more which default is
10t cured, waived or poctponed within 60 days after written notice is provided or the acceleration
»f indebtedness aggregating US$25 million or more is not rescinded or annulled within 30 days
sfter written notice is provided. Accordingly, the LP Noteholders are currently in a position to
ake steps to demand immediate repayment of all amounts outstanding under the LP Notes as a
-esult of the events of default under the LP Credit Agreement and the LP Senior Subordinated
Credit Agreement. As noted above, the failure to pay the inferest due on August 1, 2009 also
resulted in an event of default under the LP Note Indenture on September 1, 2009. A copy of the
news release dated August 3, 2009 is attached as Exhibit “S” to this Affidavit,
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1. An event of default under the LP Note Indenture occurs when the Limited
tnership or any Significant Subsididsy (assuch terf 1§ defined in rule 1-02(w) of regulation
{ under the U.S. Securities Act of 1933) commences a voluntary insolvency proceeding.
ps'équently, the commencement of this CCAA proceeding will also constitute an event of
ault under the LP Note Tndenture. The resﬁlt of this event of default would be that; absent a
y of proceedings, all principal, premium, if any, and interest now outstanding with respect to
i LP Notes would become due and payable immediately without any declaration or other act.

Distributions
B. The Limited Partnership has historically made monthly distributions to its then

ttners, CMI and CCI. Throughout fiscal 2008, the Limited Partnefshi;’j made distributions of
stributable Cash (as defined in the LP Credit Agreement) to partners of the Limited
rtnefship in accordance with the Amended and Restated Limited Partnership Agreement (the
artnership Agreement”). Distributions were approved quarterly in advance by the Board of
rectors of CanWest MediaWorks (Canada) (now CCI) (the “Board”). As approved By the
vard, monthly distributions were made on issuance of an officers’ certificate signed by the
esident, Publications and the Executive Vice-President and Chief Financial Officer of the
mited Partnership each month (the “Compliance Certificate”). The Compliance Certificates
ied that each of those officers had reviewed fhe financial statements and other documents
levant to the business of Canwest and Canwest MediaWorks (now the Limited Partnership)

d that, to their knowledge, no events had occurred that would adversely impact the ability of

> Limited Partnership to pay the distributions that had been declared.

9. During the four months ended December 31, 2008, the Limited Partnership‘ made.

onthly distributions to its partners aggregating approximately $45 million. At the time of all of
ese monthly distributions, the Limited Partnership was in- compliance with the Partnership

greement and all of its various lending arrangements.

20. On December 15, 2008 the Limited Partnership revised its quarterly forecast for
e balance of fiscal 2009. Based upon this forecast, its senior management believed that the
imited Partnership would remain in compliance with its financial covenants throughout fiscal
)09. Although the Limited Partnership’s forecasts were typically only updated and revised by
1 senior management on a quarterly basis, on January 23, 2009, the Limited Partnership’s
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dor management revised the December forecast due to weaker than expected results in
cember 2008 and based upon an &Xpected further detsfibration of results in January 2009. It
s concluded at the time that, although the Limited Partnership was in full compliance with its
ancial covenants under the LP Credit Agreement, it could possibly breach its financial
renants later in fiscal 2009. Accordingly, the January 2009 distribution to partners of the
rtnership Agreement was not made. Between January 1, 2009 and May 29, 2009, the Limited
rtnership’s did not make any distributions to its partners due to concerns surrounding potential
ancial covenant breaches under the LP Secured Credit Facilities and by limitations on
ailability of Distributable Cash. Since May 29, 2009, thie Limited Partnership has been unable
make distributions because of both financial covenant breaches and failures to make the

erest and principal reduction payments in respect of the LP Credit Agreement.

WPLOYEES

1. As noted above, as of August 31, 2009, Canwest employed approximately 7,000
"E employees. Of that number, the LP Entities (primarily CPI) employed approximately 5,300
‘E employees (including approximately 390 FTE employces who work in ‘shared services (as.
scribed below)). Approiimately 1,300 of the 5,300 FTE employees of the LP Entities- are

nated in Ontario.

2. Approximately 45% of the LP Entities’ employees are employed under a total of
 collective agreements. As at July 22, 2009, the LP Entities’ unionized employees had filed a
tal of 73 active grievances, 12 of which are currently at the arbitration stage.

13, Twenty-five of the LP Entities’ bargaining units are represented by the
>mmunications, Energy and Papef Workers Union (“CEP”); 12 are represented by the
smmunications Workérs of America (“Guild”) (‘CWA”); three are represeﬁted by the National
utomobile, Aerospace, Transportation and General Workers Union (“Canadian Auto Workers™)
CAW), two are represented by the Teamsters/Graphics Communications Conference Union
Teamsters”); and oné is represented by the Calgary Printing Trades Union (“CPTU”). In
sneral, collective agréements in the LP Entities’ operations relate to individual newspaper
Jblications ot business units or locations, rather than multiple locations. As of September 30,
)09, seven of the 43 collective agreements have expired, two of which are in conciliation. By
wuary 1, 2011, three-quarters of the LP Entities® collective agreements will have expired.

¥
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4. As at August 31, 2009, the Limited Partnership employed approximately 390 FTE

iployees working in shared serviéd§ fiictions in Torénto, Ontatio and Winnipeg, Manitoba.

ared service functions include departments such as human resources, the ReachCanada call
atre, accounting and business services and IT services. Employees in the shared services areas
pport the CMI Entities and the CW Media Segment as well as the LP Entities.

AYROLL OBLIGATIONS
5. The LP Entities’ consolidated gross payroll obligation (including salaries for full-

ae and part-time workers, salaries for freelancers and temporary workers, commissions and
nuses) for their employees for the year ended August 31, 2009 was approximately $376.3

illion.

6. The LP Entities also offer benefits and perquisites to their eligible salaried and
aurly employees, including benefits prov1ded through group insurance programs. These benefits
d perquisites include, but are not limited to, employee medlcal dental, dlsablhty, accidental
al and dismemberment, life insurance and similar benefit plans, share compensation and stock
stion plans, automobile allowances and leased automobiles, club memberships and employee
sistance programs. The total amounts paid by the LP Entities for group benefits and perqu1s1tes
xcluding share compensatlon plans and employee assistance programs) for eligible hourly and
laried employees during the year ended August 31, 2009 (excluding all statutory withholdings)
talled approximately $37.5 million.

'ENSION, POST-RETIREMENT AND POST-EMPLOYMENT ,BENEFITS» |

27. CPI maintains in the aggregate two defined benefit pension plans that are
gistered under the Ontario Pension Benefits Act, R.8.0., 1990, c. P.8 (the “Ontario DB
ension Plans”) and one defined benefit pension plan that is registered under the British
olumbia Pension Benefits Standards Act, R.8.B.C., 1996, c. 352 (the “British Columbia DB
ension Plan”) (collectively, the “DB Pension Plans™).

28. - The Ontario DB Pension Plans and the British Columbia DB Pension Plan are as

llows:

Ontario DB Pension Plans
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CanWest Publications Inc. Retirement Plan (“CPI Plan™); and

e CanWest Windsor Staf Group Iné. Pension Plan (“Windsor Star Plan”),

" British Columbia DB Pension Plan

o CanWest Pension Plan for Vancouver Island Employees (“Vancouver Island -

9.

Plan”)

Mercers (Canada) Ltd. (“Mercers”) is the actuary for the DB Pension Plans. As at

> effective date of the last filed actuarial valuations (i.e. as at December 31, 2008), the DB

nsion Plans had, in the aggregate, approximately 2,210 active members and 685 pensioners, -

rvivors and other non-active DB Plan members.

0.

In addition to the DB Pension Plans, i:he LP Entities maintain and contribute to

2 following three defined contribution pension plans:

Retirement Plan for Management and Non-Bargaining Unit Employees of Global
Communications Limited’;

Pension Plan for the Employees of Saskatoon Star Phoenix and Regina Leader-
Post; :

Defined Contribution Component of the Vancouver .island Plan; and
Pension Plan for Employees of CanWest Interactive Inc.*

CPI also contributes to the following multi-employer pension plans:
GCIU Supplemental Retirement and Disability Fund;

GCIU Employer Retirement Fund for Canada;

CWA/ITU Negotiated Pension Plan (Canada);

Canadian Multi Employer Retirement Fund for the Graphic Arts Media;

GCIU Local 525 Pension Plan;

This plan provides benefits on both a defined benefit and a defined contribution basis; see paragraph 129

Note that the main sponsor of this plan is CTLP. At present, 237 employees of the LP Entities participate in this

plan.

Note that the Affidavit of John Maguire sworn October 5, 2009 in support of the application of Canwest Global
and certain other entities for protection under the CCAA incorrectly referred to the Pension Plan for Employees
of CanWest Interactive Inc. as a pension plan maintained and contributed to by the CMI Entities.
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e Pacific Press Retirement Plan and Trust Fund; and
e CEP Multi Employéi Péiitior Plan.

 addition to the above, a discrete number of employees of the LP Entities participate in certain
ther pension plans which are maintained by othet Canwest entities.

32. The annual special payments and current service costs for each registered DB
ension Plan and the date of the most recent valuation report that determined these amounts are

s follows:

CPIPlan’ $8,531,130 | $17,520,108 |  $7,706965 |  12/31/08 | $101,904,036

Windsor Star Plan® $132,334 $148,214. $49,301 12/31/08 $751,078

Vancouver Island Plan’ $1,631,723 $889,344 $508,207 12/31/08 . $3,694,467

‘OTAL ‘ $10,295,196 | $18,566,666 $8,264,473 $106,349,581

@ The Solvency Deficiencies shown in the above table assume that the solvency assets include the present value of
five years of previously established special payments ' '

0 Estimated Annual Current Service Cost is based on the rule for computing the Employer’s current service costs (as

reflected in the valuation report) updated to reflect a recent estimate of active membership in the plan, and
corresponding current payroll and employee contribution levels

. Plans have going concern unfunded liability in addition to solvency deficiency. Special payments include
payments towards going concern unfunded liability and solvency deficiency

33, The DB Pension Plans are valued on a regular basis, in accordance with the
equirements of their fespective governing legislation. The DB Pension Plans are next required to
ile actuarial valuations effective as of December 31, 2009. As a result of the recent economic
lecline and the concurrent negative results in the financial marketplace, the current actuarial
raliations (i.e., those as at December 31, 2008), reflect sighificantly detetiorated financial
yositions for the DB Pension Plans from that reported in the previously filed actuarial valuations
i.e., those as at December 31, 2007). Increased special payments for the DB Pension Plans
etroactive to January 1, 2009 have been fully paid and all required contributions to date for
surrent service and special payments have been remitted. The LP Entities intend to continue to
nake special payments throughout the course of this CCAA proceeding, and the special

3
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yments and cutrent service contributions are contemplated in the cash flow projections
scribed below.

4, The Limited Partnership maintains the-Canwest MediaWorks Limited Partnetship

tirement Compensation Arrangement Plan (the “LP RCA”). A November 2008 valuation (the

P RCA Valuation™) estimated that the settlefnent liabilities under the LP RCA for the period

ding December 31, 2009 were approximately $2 million. The LP RCA Valuation estimated

it net assets (after provision for expenses) available to provide benefits would be

proximately $0.1 million. The difference between the net assets and estimated settlement .
bilities (approximately $1.9 million) was secured by an irrevocable letter of credit (the “LP

CA Letter of Credit”) held by Royal Trust Corporation of Canada in its capacity as the trustee

the LP RCA ("Royal Trust"). The Limited Partnership was not able to make arrangements to
aew the LP RCA Letter of Credit on December 1, 2009. Royal Trust, therefore, demanded
yment under the LP RCA Letter of Credit and payment was made to Royal Trust in response
the demand on December 16, 2009. As a tesult of sﬁch demand, the LP RCA has been
tomatically terminated. The terms of the trust agreement governing the LP.RCA require Royal
ust to distribute the assets of the LP RCA to those pefsbns who are entitled to benefits under
e LP RCA. '

5. CPI is responsible for certain top-up pension obligations owing to a small number
* current or former executives putsuant to individual agreements known as Southam Executive
stirement Arrangements (“SERAs™). At December 1, 2009 the aggregate benefit obligation
lated to SERAs was approximately $14.4 million. The SERAs are unfunded and not secured
1der any letter of credit arrangement. )

}6. The LP Entities also provide post-employment and post-retirement benefits to
rtain of its employees, most notably health, dental and term life insurance benefits. The
sgregate annual cash contribution in the year ended August 31, 2009 to provide these post-
nployment and post-retirement benefits was approximately $3 million. The aggregate accrued
snefit obligation relating to these benefits as at the end of the fiscal 2009 year was

yproximately $64.8 million.
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ASH MANAGEMENT SYSTEM

7. In the ordinary cout¥é Bfthélrb‘usmesses, the LP Entities use a ceniralized cash
magement system maintained at Tt Bank of Nova Séotia to monitor accéunt activity and
sount balances (the “LP- Cash Management System”)'. The LP Cash Management System
nsists of 61 Canadian dollar accounts and 17 U.S. dollar accounts (the “LP Accounts”).
most all (i.e. 50 of the 61) of the Canadian LP Accounts are consolidated daily. Fifty of the
inadian dollar accounts and all 17 U.S. dollar accounts in the LP Cash Management System

erate under a mirror netting arrangement.

8. The LP Cash Management System is managed jointly by CMI’s treasury
partment and Canwest Busmess Services, an operating d1v151on of the Limited Partnership,
aich is located in Winnipeg, Manitoba. On a daily ba31s, CMI’s treasury department and

inwest Business Services review the account activity, inter-entity fund transfers and account

lances. In addition, in order to assess cash requirements, items in transit for the LP Entities are

onitored through the accounts payable system by Canwest Business Services.

¥9. By centralizing control over its cash management arrangements, the LP Entities
e able to facilitate cash forecasting and reporting, monitor collection and disbursement of
nds, and maintain control over the administration of various bank accounts required to effect
e collection, disbursement and movement of cash. The LP Cash Management System is
isential to the.orderly management of the LP Entities’ business affairs, and a significant change

+the current system would be setiously disruptive.

$0. . The LP Entities intend to maintain the LP Cash Management System throughout
ie course of this CCAA Proceeding.

;HARED SERVICES AND TRANSFER OF THE NATIONAL POST
IEWSPAPER

. Overview

41. Over the past several years, Canwest has attempted to streamline processes and
ain synergies by sharing certain administrative, advisory and other business critical services
etween its various corporate entities. Most of these inter-entity arrangements (the “Shared
ervices”) are governed by inter-entity agreements (the “Inter-Entity Agreements”).

¢
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42. - By their terms, the Inter-Entity Agreements provide generally that the service
rovider (whether CMI, the Limited Patidétship or oﬂaeﬁyi's"é) is entitled to reimbursement for all
osts and expenses incurred in the provision of the Shared Services. Costs and expenses that are
hared between the service provider and the service recipient aré allocated between the parties on
sasonable bages consistent with past practices. Neither the reimbursement of costs and expenses

or the payment of fees is intended to result in any material ﬁﬁanc_:ial gain or loss to the service
rovider.

43, In particular, the Limited Parthership provides CMI, CTLP, and the CW Media
'egment with, infer alia, the following Shared Services:

e financial and accounting support services, including accounts payable, accounts

receivable, payroll services, cash flow management, and accounting services;

e corporate services, including human resources consulting, pension services, and

disability and other employee benefits administration;

o IT infrastructure and support services, IT processing and. website development and
maintenance services; and

e certain cross-promotional activities, such as providing advertising space in its

newspapers and online media.

‘or the year ended August 31, 2008, the aggregate amount received by the LP Entities from
“MI, CTLP, and the CW Media Segment, in tespect of these Shared Services was approximately
316.2 million. The aggregate amount received by the LP Entities from CMI, CTLP, and the CW
viedia Segment for fiscal 2009 was $14.8 million.

(44, Prior to October 30, 2009, the LP Entities provided the National Post Company
with, inter alia, the following Shared Services: ‘

e financial and accounting support services, including accounts payable, accounts
receivable, payroll services, cash flow management, and accounting services;

e corporate services, including human resources consulting, pension services and
disability and other employee benefits administration;
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o IT infrastructure and support services, including IT processing and website

development and maintéiianicé services (FPinfomart.com; NationalPost.com);

o advisory services regardifif corporate developrhent, capital expenditures and other

operational matters;
e content from Canwest News Service and other editorial services;
o sales and marketing services; |
o office space at 1450 Don Mills Road, Toronto, Ontario;

o classified advertising and customer support services provided by ReachCanada call

centre; and

e printing and distribution services, including outsourced printing of the National Post

at various metropolitan newspaper printing facilities.

‘or the year ended” August 31, 2008, the total amount received by the LP Entities from the
lational Post Company in respect of these Shared Services was approximately $21.5 million.
‘he total amount received by the LP Entities from the National Post Company for fiscal 2009
vas $22.6 million. '

45, In addition to the above, the LP Entities manage, invoice and collect certain
dvertising and circulation revenues on behalf of the National Post and certain advertising
evenues on behalf of the CW Media Segment and CTLP. The LP Entities are required to make
)ayment to the applicable Canwest entities based upon actual gross sales and collections. The
otal amount payable in respect of these Shared Services for the year ended August 31, 2009 was
ipproximately $40.0 million (apprdximately $35.0 million for the National Post Company, $1.9
nillion for CTLP and $3.1 million for the CW Media Segment).

146. CMI provides the LP Entities with, infer alia, the following Sha;ed Services

sased upon various fee and cost allocation agreements and practices:

s executive advisory services related to corporate development, strategic planning,
capital allocation, financing, equity and debtholder relations, insurance and risk
management, tax planning and certain operational matters;
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e corporate and adﬁhaisu:ative services related to legal matters (including securities law
compliance, corporate t4Gords ﬁlﬁiﬁfenance; dontract management and corporate
secretarial services), tax compliance, financial reporting, internal aundit, investor and
public relations, treasury, human resources n;anagement, sales representation and

capital asset management; and

o insurance coverage (comprehensive, general liability, property, etc.) for which

insurance premiums are shared.

he total amount paid to CMI by the LP Entities for the year ended August 31, 2008 in respect of
\ese services was approximately $6.1 million. The total amount paid to CMI by the LP Entities
»r fiscal 2009 was approximately $6.5 million.

47. Canwest Global has granted to the Limited Partnership a non-exclusive, royalty-
ree, non-transferable licence to use some or all of the “Canwest” trademarks in Canada and to
ublicense the use qf the “Canwest” trademarks to the other LP Entities.

48.  TIn addition, the Limited Partnership, CMI, the CTLP and the CW Media Segment
ach provide each other with certain affiliation services related to editorial content. As well,
*MI, CTLP and the CW Media Segment are part of and contribute content to the canada.com
ietwork,

3. - New Shared Services Agreement

49. As noted above, the Forbearance Agreement required, as part of the Pre-Pack, that
he LP Entities make arfangements with the CMI Entities either providing or receiving Shared
jervices to either restructure or terminate the Inter-Entity Agreemenfs governing Shared
Jervices. Likewise, the recapitalization transaction that the CMI Entities negotiated with an ad
20c committee of their 8% senior subordinated noteholders contemplated that the LP Entities and
he CMI Entities would agree to an orderly transition and disenténglement and/or realignment of
he Shared Services arrangements existing as of the date of the CMI Entities’ filing for protéction
Yom their creditors under the CCAA on October. 6, 2009. Because of both the high degree of
ntegration of the Nationai Post newspaper into the Shared Services arrangements and a desire
»n the patts of both the LP Entities and the CMI Entities to transfer the ownership of the assets

and business of the National Post Company to the LP Entities, it was determined that the New
;
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ared. Services Agreement and the transfer of the assets and business of the National Post

wspaper would occur contemporaneously:

0. On October 26, 2009; Canwest Global, the Limited Partnership, CPL, CMI, CTLP

«d the National Post Company entered into an ééréement (the “Transition and Reorganization

greement”) that set forth the terms of reorganization and realignment of Shared Services,

yerations and employées as between the LP Entities and the CMI Entities. Attached as Schedule

\” to the Transition and Reorganization Agreement is the New Shared Services Agreement,

hich effectuates the intention of the LP Entities and the CMI Entities to reduce the extent of
aared Services provided. Among other things, the parties to the New Shared Services
greement have agreed that: i) existing allocations will continue until various dates’in 2010 and'
)11 as-specified in the New Shared Services Agreement, at which point the relevant Shared
ervices will either cease to be provided or will be renegotiated on commercial terms; ii) certain
>st and expense allocations in réspect of Shared Services will be amended; iii) the employment
f certain employees who are currently employed by one entity but proﬁ_i_di‘ng services
kclusively or almost exclusively to another entity will be realigned to the entity to which they
te providing services; and iv) currently misaligned pension plan participants will be transferred
y the pension plan sponsored by the appropriate entity for whom they provide services. It is
nticipated that many of the Shared Services will cease to be provided after August 31, 2010. A
opy of the Transition and Reorganization Agreement, With Schedules “A” and “B” thereto, is
ttached as Exhibit “T” to this Affidavit.

51. By Order dated October 30, 2009, as part of the CCAA proceeding of the CMI
intities, this Honourable Court approved, inter alia, the entering into, execution and delivery of

he Transition and Reorganization Agreement.

52. During the course of this CCAA proceeding, the LP Entities intend to continue to
wovide, receive, collect and pay for the Shared Services and inter-entity transactions in the
sdinary course of their business pursuant to the tetms of the New Shared Services Agreement
ind in accordance with current arrangements, payment terms and business practices, except as to
yayment terms that may be amended to provide for revised timing of reconciliations. It is
yroposed in the draft Initial Order in this CCAA proceeding that the LP Entities and CMI

Intities will be prohibited from modifying, ceasing to provide or terminating the provision or

.
3
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ayment of the Shared Services except with the consent of the other party receiving such Shared

ervices and the consent of the proposed Monitor or further Order of this Honourable Court. The

iitial Order granted by this Honourable Court on October 6, 2009 in the CCAA proceeding of

1e CMI Entities contained a similar Order. It is anticipated that the LP Entities will have a net .

ost recovery of $10.7 millioh during the year ending August 31, 2010 in respect of Shared

ervices.

53. The Shared Services provided and received by the LP Entities are greatly
eneficial to them as well as the CMI Entities and are therefore integral to maintaining the
hterprise value of the LP Entities. It is intended that all pre-filing amounts owing by the LP
intities for Shared Services will be paid in the ordinary course during this CCAA proceeding,

>.  Transfer of the National Post’s Assets and Business

54, As noted above, it was the intention of the LP Entities and the CMI Entities that
he adoption of the New Shared Services Agreement and the transfer of the assets and business
f the National Post newspaper from the National Post Company, a wholly-owned subsidiary of
M1, to National Post Ine., a wholly-owned subsidiary of CPI, would occur at the same time.

rior to 2005, both the Canadian television and newspaper publishing and digital media
yperations of Canwest were owned directly or indirectly by a single corporate entity: CanWest
ViediaWorks Inc. (‘CMW”) (now CMI). CanWest MediaWorks (now the Limited Partnership)
was formed in 2005 to acquire all of CMW’s newspaper publishing and digital media and online
yperations (excluding those of the National Post) as part of the creation of the Income Trust. The
National Post was not included in .the creation of the Income Trust because of its historic
mprofitability. Two years later, in May 2007, CanWest MediaWorks effectuated a going-private
ransaction of the Income Trust after an announcement by the federal government regarding the

future income taxation of income fund distributions.

155.. Notwithstanding the segregation of National Post’é operations from the cote
newspaper publishing and digital media and online operations of Canwest as part of the
formation of the Limited Partnership, there ate practical and operational synergies between the
National Post’s operations and the newspaper publishing and digital media and online businesses
of the LP Entities. The Limited Partnership provided the National Post Company with, inter alia,
services in the areas of finance and accounting; IT; human resour;cés and benefits
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dministration; sales and marketing; ‘advertising and customer support; and printing and
istribution services. The transfer of the assets and busines§ of the National Post newspaper to a
vholly-owned subsidiary of CPI has eliminated the inter-entity nature of the Shared Services
rovided by the LP Entities to the National Post newspaper and has effectuated an operational
lighment of Canwest’s newspaper publishing and digital media and online businesses within the
P Entities and CPI’s subsidiary, National Post Inc. The National Post Transition Agreement is
schedule “B” to the Transition and Reorganization Agreement, which is attached as Exhibit “T”
o this Affidavit.

156. Under the National Post Transition Agreement, the assets and business of the
V’dtional Post newspaper were transferred as a going concem to a nery created wholly-owned
subsidiary of CPI, National Post Inc. (formerly 4513401 Canada Inc.) (the ;‘Transferee”). The
ransferred assets (the “Transferred Assets”) included the National Post Company’s right, title
and interest in its: (i) accounts receivable; (ii) prepaid expenses; (iii) inventory; (iv) equipment;
‘v) contracts and licenses; (vi) intellectual property; (vii) goodwill; (viii) certain intercompany

teceivables; and (ix) books and records.

157. The National Post Transition Agreement also provides that the Transferee will
assume certain of the operating liabilities of the National Post Company, including accounts
payable not stayed by the CCAA Proceeding of the CMI Entities, accrued expenses, deferred
revenue and any amounts due to National Post’s employees. The Transferee also assumed all
liabilities and obligations under the National Post Pension Plan and related benefit plans and
offered employment to all employees of the National Post Company. Liabilities excluded from
the transfer included certain intercompany payables due to CMI and contiﬁgent liabilities relating

to existing litigation claims.

158. The transition cost that was paid in exchénge for the transfer of National Post’s
assets was approximately $2.5 million in addition to the assumption of certain liabilities.

159. By Order of this Honourable Court dated October 30, 2009 as part of the CCAA
proceeding of the CMI Entities, substantially all of the assets and business of the National Post
Company were to be transferred to and vested in the Transferee upon the delivery of a certificate
evidencing the closing of the transaction to the satisfaction of the Court-appointed momtor for

the CMI Entities. The transfer of the assets and business of the National Post newspaper {0, anc

I3
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ssumption of the Naﬁonal Post’s labilities by, the Transferee occurred October 30, 2009.
ffective November 2, 2009, the Trérisferee changed its hame from 4513401 Canada Inc. to
National Post Inc.”

60. National Post Inc. is curreﬁﬂy funded through an intercompany loan agreement.
he “NP Intercompany Loan Agreement”) between 4513401 Canada Inc. (now National Post
ac.) and CP1I that is datec_l October 30, 2009. Pursuant to the terms of the NP Intercompany Loan

\greement, CPI has agreed to make secured revolving loans to National Post Inc. from time to

‘me up to an aggregate amount of $12,500,000 less the Availability Block (as defined in the NP
atercompany Loan Agreement). The obligations under the NP Intercompany Loan Agreement
re secured by ﬁrst-rahking security and charge over all ﬁresent and future property of National
‘ost Inc. The NP Intercompany Loan Agreement expires and is due and payable on the earlier of
uly 26, 2010 or a change of control of National Post Inc. Subject to the approval of this
{onourable Court, it is the intention of the LP Entities to seek authorization to continue.
»roVidiﬁg funding to National Post Inc. pursuant to the terms of the NP Intercompany Loan
\greement throughout the course of this proposed CCAA proceeding. A copy of the NP
ntercompany Loan Agreement is attached as Exhibit “U” to this Affidavit.

6 1. In addition to the defaults and events of default described above, the transfer of
he National Post assets and the entering into of tﬁ_e NP Intercompany Loan Agreement breached
sertain provisions of the LP Credit Agreement and the Forbearance Agreement, which was in
:ffeet at the time of the transfer. Pursuant to a consent and waiver dated as of October 30, 2009,
he Required Lenders (defined as lenders holding a minimum of 50.1% of the aggregate
sommitments of all lenders under all Credits (as defined in the LP Credit Agreement and the
Forbearance Agreement)) consented to the transfer of the National Post’s assets and waived the
jefaults and events of defanlt under the LP Credit Agreement and the Forbearance Agreement
esulting from the National Post transaction. - C ' ’

162. The transfer of the National Post’s assets also breached certain provisions of the
LP Senior Subordinated Credit Agreement, The LP Subordinated Lenders did not waive any
Jefaults resulting from the transfer of _the National Post’s assets.
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HE FINANCIAL POSITION OF THE LP ENTITIES

63. As discussed in gredtér’ detail above, thé recently released annual audited
n)nsoiidated financial statements of the Limited Partnership for the year ended August 31,2009
evealed a decline in its consolidated revenues that has constrained the LP Entities’ ability to
atisfy their financial obligations and precipitated defaults under the LP Credit Agreement, the
-P Senior Subordinated Credit Agreement and the LP Note Indenture. Significantly, there is no

mmediate prospect for a dramatic turn-around in the financial prospects of the LP Entities.

164. The LP Entities generate the majority of their revenue from the sale of advertising
‘approximately 72% of their consolidated revenue for the year ended August 31, 2009), During
he past 12 to 18 months, many segments of the Canadian newspaper publishing industry have
sxperienced significant and sudden declines in advertising revenues reflecting the weakening
sconomic environment in Canada and elsewhere. The LP Entities reported a 19% reduction in
their consolidated advertising revenues and a 15% overall decline in their consolidated revenues
for the year ended August 31, 2009. |

165. At present, the outlook for the advertising market in Canada has become more
stable, but remains difficult. The weakness in advertising revenues has created a business
environment that continues to be challenging for the LP Entities, and management of the LP
Entities anticipates that the declines in their advertising revenue may continue into its fiscal year
ending August 31, 2010.

A. Efforts by the LP Entities to Respond to Poor Economic
Conditions

166. Over the past 12 to 18 months, the LP Entities have implemented a range of cost
reduction initiatives in efforts to improve their cash flow and mitigate the effects of the economic
downturn on their advertising revenues. These operational testructuring initiatives are expected
to result in a workforce reduction of apbroximately 840 FTE employee positions, 557 of which
are permanent reductions and the remainder of which may be reinstated when the Canadian
economy recovers. Some of the most significant of these initiatives include: (@) restructuring of
the community newspaper group; (ii) streamlining of certain production processes; (iii)
consolidation of classified call centres in a national centre in Calgary, Alberta; (iv) outsouréing
of advertising production to lower cost suppliers in the Philippines and India; (v) implementatior
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1 new enterprise-wide editorial content management system; (vi) implementation of voluntary

ployee buyout programs; and (vii) web width (page size) reductions in certain newspapers.

I. Other operating cost saving ilﬁtiatives implemented by the LP Entities include: (i)
trictions on discretionary exﬁenditures such as marketing, travel, cell phones, training and
iferences; and (ii) in an effort to mitigate against the inéreased cost of newsprint (which
reased approximately 21% during the first six months of fiscal 2009) introduction of
liatives to reduce newsprint consumption, including, among other things, aggressive

‘uctions in return targets and newsprint waste and reduced editorial content pages.

3. The LP Entities have also closed a number of non-core or developing businesses -

luding directories in Ottawa, Saskatoon and Regina and the 7ush hour free daily newspapers
Ottawa, Calgary and Edmonton. ' |

9. The Limited Partnérship intends to continue the implementation of cost-saving
asures and anticipates a further headcount reduction of 120 FTE employees during fiscal
10.

0. Altogether, as a result of these efforts, operating costs declined appl;oximately $56
llion in the year ended August 31, 2009 relative to the year ended August 31, 2008. Further

erating cost declines are expected in fiscal 2010 based upon continuing cost reduction efforts.

Appointment of Special Commlttee, Restructurmg Advisor and
Recapitalization Officer

1. On February 19, 2009, the board of directors of Canwest Global struck a special
mmittee of directors (the “Special Committee”) with a mandate to explore and consider
ategic alternatives available to Canwest Global. The Special Committee was initially
mprised of Mr. Derek Burney (Chair), Mr. David Kerr, Mr. David Drybrough and Ms. Margot
icallef. Mr. Frank King was subsequently appointed to the Special Committee effective April
, 2009.

2. The mandate of the Special Committee includes, among other things,
sponsibility for overseeing and directing the implementation of a restructuring and/or
sapitalization transaction with respect to all, or part, of the business and/or capital structure of
mwest, including the LP Entities.
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3. On or about April 21, 2009, I was appointed by the Special Committee as
nwest Global’s RecapitalizationOfﬁcer (‘;Recapitalizat:idn Officer”). My responsibilities as
capitalization Officer include, among dthe.r' things: -(i)"'devel'oping, for consideration by the
ecial Committee, strategic alternatives for the operational and financial restructuting of
nwest Global and its subsidiaries, including the LP Entities; (ii) developing a restructuring
m or plans for presehtation to lenders, creditors and other stakeholders; and (iii) negotiatihg all
cessary agreements with equity sponsors, lenders, creditors, stakeholders, including those of
s LP Entities, and other interested parties that may be necessary or desirable in connection with
y restructuring. In this role, Mr Strike currently reports directly and exclusively to the Special
ymmittee in respect of the restructuring activities of the LP Entities. As of the filing by the
/I Entities under the CCAA on October 6, 2009, he also reports to the chief restructuring
visof of the CMI Entities'in_ respect of the restructuring activities of those entities. On ﬁliﬁg by
s LP entities under the CCAA, Mr. Strike will also report to the LP CRA in respect of the
structuring activities of the LP Entities, who in turn will report directly to the Special

mmittee.

4, The mandate of the Special Committee was later revised to include selecting one

more individuals who would provide advisory setvices to the Recapitalization Officer and the
)ecial Committee with respect to the formulation and imﬁlementaﬁon of a restructuring and/or
sapitalization plan for the LP Entities. To that end, on or about July 1, 2009, Mr. Gary F.
lter of CRS Inc. (“CRS”) was retained by the Special Committee to serve as the Restructuring
ivisor for the LP Entities (the “Restructuring Advisor”). The Restructuring Advisor reports
rectly and exclusively to the Special Committee. It is proposed that the Restructuring Advisor
ill be named as the LP Entities’ Chief Restructuring Advisor (the “LP CRA”) in the event that
is Honourable Court grants the proposed Initial Order. Upon the occurrence of that event, M.
slter, as LP CRA, will assume primary responsibility for the formulation and implementation
" the restructuring and/or tecapitalization plan for the LP Entities. The draft Initial Order sets
it certain matters that will requifé consultation with or the consent of the LP CRA during the
utse of this CCAA proceeding. Mr. Strike will continue to act as the Recapitalization Officer

«d will report directly to the LP CRA in respect of the restructuring of recapitalization process -

r the LP Entities. A copy of the retainer agreement, as amended, signed by Gary F. Colter on
shalf of CRS is attached as Exhibit “V” to this Affidavit.
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's. Throughout the course of this CCAA proceeding, Mr. Dennis Skulsky, who is the
esadent of CPI (the “Presndent”), will repoit directly to the Special Commitiee. It is the
tention of the LP Entities that the President will keep the Monitor, the LP CRA and Alvarez &

arsal Canada ULC, which is the financial advisor to counsel for the LP Administrative Agent

1¢ “McMillan Financial Advisor”), apprised on a timely basis of developments in the
serations and financial performance of the LP Entities. Pursuant to the terms of the Support
ransaction, the President is to. meet at least once per week with the Monitor, the LP CRA and
e McMillan Financial Advisor for this purpose.

76. In the event that the Special Committee disagrees with the President and

ecludes the President from proceeding with any recomimended financial or operational

itiative that the President believes is in the best interests of the LP Entities, it is proposed that

ie President will advise the Monitor, the LP CRA and the McMillan Financial Advisor so that

ie Monitor may attempt to assist the parties in coming to agreement. If the Monitor is unable to

sIp the parties reach an agreement, it is proposed that the Monitor will apply to this Honourable
ourt for advice and direction.

1

.  Recent Creditor and Other Actions

77. "~ Notwithstanding the proactive steps taken by the LP Entities over the past year to
nprove the Limited Partnership’s consolidated balance sheet, the LP Entities have begun to
gperience a significant tightening of credit from critical suppliers and other trade creditors as a
ssult of the continued and publicized uncertainty surrounding the stability of Canwest’s various
usinesses. Certain of these creditor actions that have affected the LP Entities are detailed below:

(@  The LP Entities have received calls from a number of major advertising agencies
that represent some of the LP Entities’ major advertising clients expressing
concerns about the stability of the LP Entities’ businesses and advising that they
plan to reduce their advertising spending with the LP Entities based upon that
financial uncertainty; '

()  One of FPinfomart.ca’s editorial content providers has demanded that the LP
Entities’ make royalty payments in advance of its content delivery;
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A number of the LP Entities’ newsprint, ink, disttibution and printing suppliers
have expressed concerns that the LP Entities will not be able to satisfy their
obligations and have réquested more restricted credit terms. Other trade. creditors
have made similar requests and, in some cases, have requested payment in
advance or cash on delivery; '

One of CPI’s nev#spriﬁt suppliers @ended its existing supply and storage
agreement with CPI by requiring that CPI hold all newsprint supplied by the
supplier in segregated and clearly designated storage areas. Under the proposed
arrangement, CPI would agree to' hold the newsprint as “bailee” for and on behalf

of the supplier and would be deemed to purchase the newsprint only when it is
- removed from the segregated storage area;

Certain of the LP Entities’ credit card processors (i.e. companies responsible for

processing credit card payments received from, infer alia, newspaper subscribers

and advertisers) have held amounts in excess of $5 million in reserve or,-in certain

cases, have extended the paymenf éycle.- Collectively, these companies process
approximately $220 million in annual revenue on the LP Entities’ behalf;

Due in part to late receipt of a payment, Hydro Quebec registered a lien on a
production facility used by The Gazeite in Montreal. The lien was subsequently
removed following the LP Entities’ remiitance to Hydro Quebec of 'a deposit
cheque in the amount of $50,000, which is equivalent to approxiniateiy one
month’s utility charge; and '

Several large information technology suppliers and a number of smaller services

firms have requested deposits or prepayments prior to providing services or

- shipping products.

On May 1, 2009, Standard & Poor's Ratings Services (“S&P”) assigned the

imited Partnership its 'CCC' long-term corporate credit rating due to the financial difficulties
sted above. At the same time, S&P lowered its rating for the Limited Partnership’s senior
wcured indebtedness from 'CCCH' to 'CCC'. S&P also revised its recovery rating on the Limited
artnership’s senior secured indebtedness to '3' from '2'. Recovery ratings focus on expected
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scovery in the event of a payment default of -a't'speciﬁc issue, and utilize a numerical scale that

‘ms from 1+ to 6. The '3' recovery rating indicates that, in S&P’s opinion, there will be
meaningful” recovery in the event of a défault (in the 50%-70% range), in contrast to a 2"
scovery rating, which indicates that, in S&P’s opinioh,. there will be “substantial” recovery in
1e event of a default (in the 70%-90% tange). ' |

79. On May 29, 2009, following the failure of the LP Entities to make the interest and
rincipal reduction payments in respect of the LP Secured Credit Facilities, S&P lowered the
jimited Partnership’s corporate credit rating from ‘CCC’ to ‘D’ and downgraded its ratmg for
he LP Notes from ‘CC’ to ‘C’. The 'D’ rating category is used when payments on an obhgatlon
re not miade on the date due even if the applicable grace period has not expired. A 'C' rating is
issigned to, among other things, obligations that are currently highly vulnerable to non-payment.
n December 2009, the Limited Partnership was adv1sed by S&P that it intended to suspend

;overage pending the outcome of the restructuring process

CAUSES OF INSOLVENCY

L 80. The recent declines in advertising revenues combined with increases in the price
»f newsprint negatively impacted the net cash position of the LP Entities. As a result, by May 31,
2009, the Limited Partnership was in breach of certain financial covenants set out in the LP

Credit Agreement.

181. The breaches of the financial covenants in the LP Credit Agreement and the
failure to make timely interest and principal reduction payments in respect of the LP Secured
Credit Facilities have resulted in events of default under the LP Credit Agreement. Since the
expiration of the Forbearance Agreement, the LP Secured Lenders have been in a position to
declare all amounts owing under the LP Credit Agreement to be immediately due and payable at
any time. If a demand for payment is made by the LP Secured Lenders, the LP Obligors do not
have sufficient liquidity to satisfy the amounts owing (which totalled the Canadian dollar
equivalent of approximately $953.3 million (exclusive of unpaid interest) as at August 31, 2009).

182. Further, as a tesult of the events of default occurring in respect of the LP Credit
Agreement, events of default were triggered in respect of the LP Foreign Currency and Interest
Rate Swap and the LP Notes Swap. These swaps were consequently terminated by the swag
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unterparties. Settlement payments in the aggregate amount of approximately $68.9 million
telusive of unpaid interest) are now owed by the LP Obligors to the swap counterparties as a
mlt of the early termination. The kP Obligors have not satisfied this demand and do not have
equate liquidity to satisfy this demand. These unpaid amounts tank pari passu with amounts
7ing under the LP Credit Agreement and are accruing interest daily.

3. Additionally, the failure to make timely intereét payments in respect of the LP.
cured Credit Facilities resulted in ari event of default under the LP Senior Subordinated Credit
;reemeht. The failure to make an interest payment in tespect of the LP Senior Subordinated
edit Facility on July 21, 2009 was also an event to default. The LP Subordinated Lenders are
srefore in a position to take steps.to demand immediate repayment of all amounts owing under
> LP Senior Subordinated Credit Agreement (which totalled $75 million (exclusive of uhpaid
‘erest) as at August 31, 2009). The Limited Partnership and the LP Subordinated Guarantors
>uld be unable to meéf their obligations under the defaulted LP Senior Subordinated Credit
zreement should payment be demanded.

4. - " As noted above, fhe LP Notes are also in default and the LP Noteholders are now
a position to take steps to demand immediate payment of all amounts due in respect of the LP
stes (which totalled the Canadian dollar equivalent of approximately $438 million (exclusive

"unpaid interest) as at Augusf 31, 2009).- The Limited Partnership and the LP Note Indenture -
sarantors would be unable to meet their obligations under the defaulted LP Notes should’

yment be deménded‘

5. Irrespective of whether the amounts owing under the LP Secured Credit Facilities,
e LP Senior Subordinated Credit Facility and/or the LP Notes are accelerated due to the
wenant defaults and missed payments, without additional liquidity, the LP Entities are unable
satisfy their obligations as they come due, including interest and principal reduction payments
stalling approximately $40 million plus default i_iitéfest) that the LP Entities anticipate will be
ile and payable under the LP Credit Agreement and the LP Senior Subordinated Credit
greement within the next four months. '

6. Thus, despite the proactive steps taken by the LP Entities to date, the LP Entities,
_consultation with their advisors, including RBC Capital Markets, have concluded that the LP
atities will be unable to satisfy their respective debt obligations described herein when they
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come due and are thus insolvent. As such, and due to the enterprise value that exists in the LP
tities, a restructuring of the LP Entities’ indebtedness and balance sheets is required and
ould be pursued under the protéé'ﬁbn of the CCAA in order to maintain going concern

erations and to preserve their enterprise value.

7. In addition, this CCAA filing itself constitutes an “Event of Default” under the
tious credit agreements desctibed above (iﬁ addition to the various covenant and payment
faults detailed herein) with the effect of immediately accelerating the amoﬁnts owing by the
’ Entities under those agreeménts. ‘Without the benefit of a stay of proceedifigs, the LP Entities
11 be required to repay the Canadian dollar equivalent of approximately $1.45 billion in
gregate indebtedness (at current foreign curreﬁ(:y exchange rates) and will be unable. to

ntinue operating their businesses.

8. Some or all of the Applicants are guarantors under the LP Credit Agréement‘
'CI, CPI and CBI), the LP Senior Subordinated Credit Agreement (CCI, CPI and CBI) and LP

ote _Inden’mre‘(CCI and CPI) and are thus also insolvent as they cannot meet their respective

iarantee obligations.
IP FINANCING |
39. Subject to certain conditions, upon a CCAA filing certain of the LP Secured

enders (the “DIP Lenders”) have agreed to extend to the LP Entities a DIP Facility with
aximum availability of $25 million pursuant to a commitment letter dated as of January 7, 2010

he “DIP Commitment Letter”) on terms described in greater detail in a term sheet dated

muary 7, 2010 (the “DIP Term Sheet”). Prior to 'entering into the DIP Facility, the LP Entities
sught proposals from other third party lenders for a DIP facility in the event that the LP Entities
ere required to file for CCAA protection. Permitied uses of the DIP Facility include: (i)
orking capital and other ordinary course expenditures (including capital expenditures) in
scordance with cash flow forecasts; (ii) specified fees and expenses; (iii) advanced under the
P Intercompany I:oén Agreement; and (iv) interest payments owing in respect of obligations
nder the LP Credit Agreement. Copies of the DIP Commitment Letter and the DIP Term Sheet
«¢ attached as Exhibit “W” to this Affidavit.
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)0. The DIP Facility is to be secured by a Court-ordered security interest, lien and
yarge on the LP collateral (the “DIP Charge”). It is a condition precedent to the availability of
e DIP Facility that the Initial Ordéf undér the CCAA be/in form and substance satisfactory to
¢ DIP Lenders. The DIP Charge is to have priority over all other security interests, charges and
sns other than the Administration Charge or as contemplated by the Initial Order, and will rank
2ri passu with the existing security for cash management obligations (up to a maximum of $7.5
illion).

01. Based upon the LP Entities’ current cash flow projections, the LP Entities do not
nticipate drawing on the DIP Facility during the early stages of this CCAA proceeding.
lowever, the LP Entities’ cash flow projections indicate that, at certain points throughout the
eriod covered by the foreéast, the total amount of cash on hand is projected to sink to levels that
o not provide a sufficient cushion for an enterprise of this magnitude. Accordingly, the LP
ntities are seeking approval of the proposed DIP Facility to accommodate any additional
quidity requirements during this CCAA proceeding. The proposed DIP Facility will provide
dditional assurances to the trade creditors of the LP Entities that the LP Entities will be able to
ontinue to operate as going concerns While pursufng the implementation of a viable

sstructuring or recapitalization plan.

FHE SUPPORT TRANSACTION AND THE SISP
A Support Transaction and the Support Agreement

92. Since August 31, 2009, pursuant to the terms of the Forbearance Agreement, the
_P Entities and the LP Administrative Agent on behalf of the LP Secured Lenders have worked
ogether to negotiate terms for a 'consenstial, pre-arranged restructuring, recapitalization or
eorganization of the business and affairs of the LP Entities as a going concern (the “Sapport
['ransaction”). The Support Transaction contemplates that a CBCA entity (AcquireCo), that will
se capitalized by the LP Secured Lenders and the, pari passu secured swap counterparties will:
1) acquire all of the financial and operating assets and businesses of the LP Entities as well as
he shares of National Post Inc. and assume certain specified operating labilities of the LP
3ntities pursuant to the Senior Lenders’ CCAA Plan, and (ii) surrender substantially all of the
jebt of the LP Entities to the LP Secured Lenders and the swap counterparties.
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93. The parties have also agreed that if the Support Transaction is approved as patt of.
he Senior Lenders’ CCAA Plan, at the time of closing, AcquireCo will offer employment to all
it substantially all employees of CPI (iﬁi:ludihg' all or substantially all of the employees of the
Amited Partnershlp, whose employment would be acquited and assumed by CPI on or before
Iosmg) on substantlally sumlar terms and conditions to thelr existing employment. On closmg,
\cquireCo would also assume all of CPI’s existing pensmn plans (other than supplemental
>en51ons), existing post-remement and post-employment benefit plans and unpaid severance
)bl1gat10ns that would be stayed during this CCAA proceeding. The assumption of employee-
elated obligations by AcquireCo would be subject to a right of AcquireCo, acting comxhe’rcially
easonably and after consultation with fhe operational management of CPI, to exclude cértain
ipecified lisbilities. ” |

194. As described in greafer detail bélow, the Support Agreement contemplates that the
Zinancial Advisor will conduct the SISP with the objective of obtaining a Supetior Offer (as
lefined below) to the Support Transaction. If a Superior Offer is not obtained in the SISP, the LP
Intities and the LP Administrative Agent intend for the Support Transaction to proceed subject
'0 Court approval and LP Secured Lender approval of the Senior Lenders’ CCAA Plan.

195. In furtherance of the pursuit of the Support Transactioh, on January 7, 2010, the
LP Entities and the LP Administrative Agent entered info a support agreement (the “Support
Agreement”) dated January 7, 2010, that sets forth the terms of certain agréements and
arrangements between the LP Entities and the LP Administrative Agent in respect of the Support
Transaction. Pursuant to the Support Agreement, subject to the approval of this Honourable
Cdurt, the LP Entities have agreed, inter alia, to commence this CCAA proceeding and to use
commercially reasonable efforts to implement the Support Transaction, conduct the SISP and, if
appropriate, obtain an Order from this Honourable Court sanctioning the Senior Lenders’ CCAA
Plan. The schedules to the Support Agreement include the Senior Lenders’ CCAA Plan and a

form ‘of the Acquisition and Assumption Agreement, which sets forth the terms pursuant to
which the assets and certain specified liabilities of the LP Entities would be acquired and
assumed by Acquireco if the Support Transaction is pursued and a Superior Offer (as defined
below) is not obtained by the SISP. Copies of the Support Agreement, together with the Senior
Lenders’ CCAA Plan and the Acquisition and Assumption Agreement, are attached as Exhibit
“X* to this Affidavit.

¥
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6. The Support Agreement provides that, pending the closing of the Support
ansaction, the LP Entities will continue to carry on their businesses in the ordinary course. The
nior Lenders’ CCAA Plan prohibits the LP Entities from!

(a)  making distributions to shareholders or partners;

() making non-arm’s length payments to other Canwest entities (except in
accordance with the New Shared Services Agreement or advances to National
Post Inc. in accordarice with the NP Intercompany Loan Agreement, as described

abdve);
© ceasing to operate any of its publications other than as expressly permitted;

(D other than in the ordinary course of business, disposing of assets, entering into

new material contracts or assuming new material liabilities; or

()  other than in the ordinary course of business, changing employee compensation

arrangements.

7. Pursuant to the Support Agreement, the LP Entities are required to report
gularly on operations to the LP Administrative Agent and to grant the LP Secured Lenders

asonable access to the LP Entities’ premises, books and records. .

8. Although the Support Agreement does not require the LP Administrative Agent or
1y of the LP Secured Lenders to support the Senior Lenders’ CCAA Plan, the LP
.dministraﬁve Agent has made a representation as to the number and percentage (by value) of
iembers of the syndicate of LP Secured Lenders that have entered into a senior lender support

greement .in favour of the Support Transaction as of the time of the execution of the Support

.greement.
3, The SISP
99. Subject to approval by this Honourable Court and in an effort to ensure that the

enior Lenders’ CCAA Plan represents the best available offer for the LP Entities’ stakeholders,
1e LP Entities and the LP Administrative Agent (on behalf of the LP Secured Lenders) have
greed that the Fimancial Advisor, under the supervision of the Monitor and with the assistance

+
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the LP Entities and the LP CRA, will conduct the SISP iﬁ order to solicit competing offers for
s acquisition of, or equity investment in and restructuring or recapitalizationk of, the LP
tities’ businesses on terms similar o¥ more favourable than those set out in the Senior Lenders’
“AA Plan. The procedures for the SISP (the “SISP Pi'ocedures”) are éttache‘d as Schedule
> to the draft Initial Order. | |

0. The LP Entities and the LP Administrative Agent on behalf of the LP Secured
nders have agreed that the SISP will be conducted in up to two phases. In the first phase
Phase 1”), fot a period of approximately seven weeks or such other period as this Honourable
yurt may order following the date of the Initial Order, the Financial Advisor will solicit interest
ym prospective financial or strategic parties to acquire the assets and undeftaking of the LP
itities as a going concern and/or invest in and recapitalize the LP Entities. During Phase 1,
alified interested parties that execute a confidentiality agreement will be provided with a
nfidential information memorandum (the “CIM™), which has been developed by the Financial
Ivisor in consultation with the LP Entities and which contains general information about the
isiness and financial affairs of the LP Entities and National Post Inc. The LP Entities and the
nancial Advisor, in consultation with the Monitor and the LP CRA, will ask those parties that
ve reviewed the CIM to submit non-binding proposals at a date to be determined. In evaluating
ch non-binding proposals, the LP Entities, in consultation in the Financial Advisor, the
onitor and the LP CRA, will consider, inter alia: (i) whether each proposal maximizes value
r the LP Entities and their stakeholders; (ii) the form of consideration being offered; (iii) the
ne required to complete the proposed transaction; (iv) the likelihood that the proposed
msaction will be consummated; and (v) proposed treatment of the stakeholders of the LP

itities, including employees.

1. At the end of Phase 1, the Monitor will assess whether there is a realistic prospect
 obtaining a cash offer that is equal to or higher than the Secured Claims Amount (a “Superior
ash Offer”). In the event that there is a reasonable prospect of obtaining a Superior Cash Offer,

e SISP will continue for a further period of seven weeks (or such longer period as may be -

reed by the Financial Advisor and the Agent) (“Phase 2”).

2. If the Monitor determines that there is no realistic prospect of a Superior Cash

fier, the Monitor will assess whether there whether there is a reasonable prospect that any non-

.
¥
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ling proposals received may resuit in an alternative offer that is ot a Superior Cash Offer but

might nevertheless receive approval from the LP Secured Lenders (a “Potential Suberior
srnative Offer”). If the Monitor -}advisles'. the LP Administrative Agent that a Potential
erior Alternative Offer exists, the LP Administrative: Agent will have two weeks to advise the
nitor that LP Secured Lenders holding more than 33.3% (by value) of the Secured Claims do
support pursuing the potential Superior Alternative Offer. The SISP will proceed to Phase 2
1e LP Administrative Agent does not so advise the Monitor. |

Collectlvely, the Superior Cash Offer and Superior Alternative Offer are referred
s a “Superior Offer”. If the Monitor determines that there is no realistic prospect of a
serior Offer at the end of Phase 1, the SISP will be terminated.

1 If the SISP continues to Phase 2, qualified parties would be granted access to an

stronic data room containing comprehensive information about the businesses and financial

tirs of the LP Entities and National Post Inc. and invited to participate in management

sentations and site visits. Following this period of due diligence, management presentations
| site visits, qualified parties that have participated in Phase 2 would be asked to submit final,
ding proposals at a date to be established as seven weeks fo'llowing'the commencement of
1se 2 (the “Phase 2 Bid Deadline”).

5. In order to be considered a “Qualified Bid”,.a bid or offer must inctude, inter alia,
irrevocable offer letter, a duly executed purchase agreement or binding term sheet and written
dence of financial commitment. A Qualified Bid must not be conditional on diligence or

ancing.

3. The Monitor, in consultation with the Financial Advisot, the LP CRA and the LP
ministrative Agent will be required to review the Qualified Bids in light of the terms of the

pport Transaction.

7. ~ If none of the Qualified Bids is a Superior Offer, the LP Entities will apply for
urt approval of the Support Transaction.

3. If the Monitor determines that one or more of the Qualified Bids is a Superior
sh Offer, the Monitor shall recommend to the Special Committee that the most favourable
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uperior Cash Offer be selected. If, in the absence of a Superior Cash Offer, the Monitor
stermines tha’; one or more of the Qualiﬁed Bids is a Potential Superior Alternative Offer, the
P Administrative Agent shall havé two-weeks to-advise the Monitor that LP Secured Lenders
>lding more than 33.3% (by value) of the Secured Claims do not support pursuing such offer.
1 absence of such a notification, the Monitor shall have the right to tecommend to the Special
ommittee that the Monitor, in consultation with the Flnanical advisor and the LP CRA, and the
gent negotiate a definitive agreemeﬁt in respect of the Potential Superior Alternative Offer,
1bject to court approval and CCAA Senior Lender Approval. Accordingly, in essence, the SISP
ill provide a rigorous litmus test for whether the proposed Support Transaction delivers the best
ossible result for all stakeholders.

.

. Implementation of the Senior Lenders’ CCAA Plan

09. Subject to the outcome of the SISP, the LP Entities will seek approval of the
enior Lenders’ CCAA Plan pursuént to which they will effectuate. a plan 0f" compromise and
trangement of the debt currently held by the LP Secured Lenders and the pari passu swap
ounterparties. The LP Secured Lenders and the swap counterparties are the only affected
reditors under the Senior Lenders’ CCAA Plan, so no o’c_her creditors will be entitled to any
istributions thereunder. ‘

10. The -Senior Lenders’ CCAA Plan provides that, subject to approval by this
[onourable Court, the following will be approved and implemented:

@) CPI will acquire the all of assets of th¢ Limited Partnership (other than securities
of CPI which are owned by the Limited Partnership) in exchange for shares of
CPI and assumption of specified operating liabilities of the Limited Partnership
by CPL;

(b)  All secured claimants of the LP Entitie_:s will assign all of their senior loans, swap

termination amounts and secutity to AcquireCo-in exchange for a combination of

debt and equity issued by AcquireCo in 2 manner to be determined prior to the
sanctioning of the Senior Lenders’ CCAA Plan; and
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(c) 1ihe stay of proceedings will be lifted to enable AcquireCo to (i) issue demand to
CPI on account of guarantee obligations; and (ii) acquire the subject assets in full
satisfaction of its guarantee obligations in respect of the indebtedness equal to the
Reference Amount (as déﬁnéd in the Senior Lenders’ CCAA Plan) less a discount

amount of $25 million and assumption of specified liabilities and direct that assets .

be delivered to AcquireCo or separate operating entities.

The Senior Lenders’ CCAA Plan, as well as the Support Agreement and the
juisition and Assumption -Agreement contemplate upon the closing of 'the‘ Suppbrt
nsaction, a cash reserve (the “Cash ‘Reserve"’) will be established by the Monitor as a
regated account to be held in trust by the Monitor for the benefit of Persons entitled to be paid
sh Reserve Costs and Acquireco out of the cash and cash equivalents held by the LP Entities
the purpose of paying certain administrative costs and claims to the extent not assumed by
quireCo, The amount of the Cash Reserve would include amounts in respect of: (i) amounts
ured by the Administration Charge or the Directors’ and Officers’ Charge or Financial
visor Charge (each as defined below) (ii) certain government priotity claims, (iii) pre-filing
sation pay, (iv) certain pension priotity claims, (v) certain trustee fees and costs, and (vi)
tain post-filing trade payables. At the hearing to sanction the Senior Lenders CCAA Plan, the
Entities will seek to obtain an Order from this Honourable Court that will set out the amount

the Cash Reséfve and the process for administering the Cash Reserve.

2, - The LP Entities and the LP Secured Lenders have agreed that, subject to approval

this Honourable Court and as set out in the Initial Order, a vote by the LP Secured Lenders on
» Senior Lenders’ CCAA Plan is to be held on January 27, 2010.

Meeting and Voting Procedures

3. As part of the initial application the Applicants also seek relief in respect of a

seting of creditors and voting procedures including, infer alia:
(a) authorization to file the Senior Lenders’ CCAA Plan;

(b)  establishment of a Senior Lenders® claims process;
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()  authorization to the LP Entities to call and conduct a meeting of the LP Secured

Lenders on January 27, 2010 for the purpose of voting on a resolution to approve
the Senior Lenders’ CGAA Plan; .

(@)  classification of creditois and voting such that for the purposes of voting on the

Senior Lendets’ CCAA Plan there is one cléss of creditors consisting of the LP -

Secured Lenders; and

()  establishment of procedures for the delivery of notice and materials relating to the
meeting of the LP Secured Lenders.

14. The Applicants anticipate that, after the vote on the Senior Lenders’ CCAA Plan
\d the conclusion of the SISP, if a Superior Offer is not obtained, the Applicants will return to
is Honourable Court to seek a sanction Order addressing implementation of the Senior

enders’ CCAA Plan, including the appointment of the board of directors of AcquireCo.

.  Opposition by LP Noteholders to CCAA Fllmg and Senior
Lenders’ CCAA Plan

15. Over the course of the last several months as part of the effort to facilitate the

sstructuring of the LP Enﬁties, the Limited Parthership has encouraged a number of the LP

ioteholders to form and organize an informal committee. An ad hoc committee of the LP

loteholders (the “Ad Hoc Committee”) formed and retained Davies Ward Phillips & Vineberg

LP as their counsel and advisor (“Counsel to the Ad Hoc Committee”).

16. On August 24, 2009, Counsel to the Ad Hoc Committee signed a confidentiality
greement and was thereafter granted access by the Limited Partnership to certain confidential
formation regarding the business and affairs of the LP Entities. By letter agreement dated
wgust 24, 2009, the Limited Partnership agreed, inter alia, to pay the fees of Counsel to the Ad
[oc Committee up to-a maximum aggregate amount of $250 000. The LP Administrative Agent
as consented to this funding.

17. Since August, representatives of the Limited Partnership and their advisors have
1et with and discussed the LP Entities’ affairs frequently with Counsel to the Ad Hoc
Sommittee. During this time, the Limited Partnership and its advisors have expressed to Counsel

.
3
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the Ad Hoc Committee and representatives of the Ad Hoc Committee the need for a
nprehensive réstructuring of the financial affairs of the LP Entities, possibly including the
:d for a filing for creditor protection. under the CCAA: The Lumted Partnership has and its

visors have also repeatedly expressed a willingness to provide additional confidential

ormation to Counsel to the Ad Hoc Committee or a “restricted” financial advisor to the Ad
ic Committee, should one be retained, for the-purpose of permitting the LP Noteholders to
'm a restructuring proposal.

8. By letter dated December 15, 2009 that was addressed to Mr. Derck Burney,
iairman of the Special Committee of the Board of Directors (the “Letter from the Ad Hoc
ymmittee”), Counsel to the Ad Hoc Committee advised that the Ad Hoc Committee had
ained Moelis & Company to act as its financial advisor (“Financial Advisor to the Special
ymmittee”). Counsel to the Ad Hoc Committee further stated that the Financial Advisor to the
1 Hoc Committee had signed a Non-Disclosure Agreement in favour of the Limited
rinership and intended to commence due diligence for the purpose of developing a
structuring proposal. The Letter from the Ad Hoc Committee also referenced “rumours” that
> Limited Partnership was about to enter into an agreement with the LP Secured Creditors that
ntemplated a CCAA filing and expressed concerns thaf such an agreement would prejudice a
le or investor solicitation process. The Letter from the Ad Hoc Committee concluded by urging
> Limited Partnership not to proceed with any such agreement or filing. A copy of the Letter
»m the Ad Hoc Committee is attached as Bxchibit “Y” to this Affidavit.

9. By letter dated December 18, 2009 Mr. Edward Sellers, counsel to the LP
itities, responded to Counsel to the Ad Hoc Committee (the “Letter to the Ad Hoe
smmittee”). The Letter to the Ad Hoc Committee requested further information on the retainer
‘the Financial Advisor to the Ad Hoc Committee so that due diligence could be facilitated. Mr.
dlers also stated that the LP Entities would not comment on “rumours” but noted that, as
eviouély communicated to Counsel to the Ad Hoc Committe¢, a pre-arranged support

saction with the LP Secured Lenders and a sale and investor solicitation process under court -

pervision might be required in the absence of an alternative restructuring proposal by the LP
oteholders. The Letter to the Ad Hoc Commiitee concluded by stating that the Limited

srtnership would welcome discussion of any restructuring proposal put forward by the Ad Hoc
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ymmittee. A copy of the Letter to the Ad Hoc Committee is attached as Exhibit “Z” to this
Tidavit.

0. ‘The Ad Hoc Committee has 'eipressed objections to both the prospect of a ﬁlit‘ig
r creditor protection under the CCAA and the possibility of the Senior Lenders’ CCAA Plan.
 the same time, to date, the Ad Hoc Committee has not put forward any concréte restructuring
oposal to the LP Entities. The Financial Adﬁsor to the Ad Hoc Committee may continue to
nduct due diligence with a view to forming a restructuring Iiroposal within the framework of
e Court-supervised SISP. | '

’11. As described in greater detail in this Afﬁtiavit, the LP Entities have undertaken
yerational restructuring inii:iéﬁves over the course of the pasf yeaf in an effort to improve cash
ow and mitigate the negative effects of the economic downturn on the businesses of the LP
ntities. The salutary efforts of these operational restructuring efforts are dwarfed by the extent
* the liabilities of the LP Entities, in particular outstanding debt and associated inteiest
wyments in excess of .$1.45 billion. Although the management of the LP Enti.ties has gone to
eat lengths to avoid insolvenéy and the need for a filing for creditor protection under the
CAA, it is the position of the. LP Entities-that a CCAA filing is inevitable and that such filing
ith the benefit of the Senior Lenders’ CCAA Plan and the SISP is in-the best interests of the LP
ntities and all of their stakeholders.

'~ Support by LP Secured Lenders for Senior Lehdeis’ CCAA Plan
and SISP '

22, Significantly, a large percentage (by value) of the LP Secured Lenders suppdrt the

'CAA filing, the Secured Lender Plan and the SISP. In fact, a CCAA filing is a requirement of

1e Support Transaction. The Limited Partnership has been in default under the LP Credit
greement since May 29, 2009. Since that time, the LP Obligors and the LP Administrative
.gent, and their respective advisors, have communicated and met frequently to discuss possible
srms of recapitalization or restructuring of the LP Entities. As described in greater detail above,
1e LP Obligors and the LP Secured Lenders entered into a Forbearance Agreement dated as of
wgust 31, 2009. After numerous short-term waivers and extensions and one amendment, the
‘otbearance Agreement expired on November 9, 2009. The LP Secured Lenders are now in a

osition to demand repayment of all amounts borrowed under the LP Secured Credit Facilities,

$
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rich totalled the Canadian dollar equivalent of $953.3 millibn (exclusive of unpaid interest) as
August 31, 2009.

3. Since August 31, 2009, tiie LP BBHgOrs and the LP Secured Lenders have worked
gether to negotiate the terms of a pre-arranged support transaction that would result in a going

ncern outcome for the businesses of the LP Entities. The current Support Transaction, which is

ntained in the Support Agreement (together with Senior Lenders’ CCAA Plan and Acquisition

«d Assumption Agreement which are schedules thereto), contemplates, among other things,
sumption by AcquireCo of all or Substantiélly ‘all of the employees and employee-related
Jligations of the LP Entities. The LP Secured Lenders also support the conduct of a
mptehensive SISP pursuant to which the Senior Lenders’ CCAA Plan will be tested in the
arket and the Financial Advisor will solicit Superior Offers from third parties.

4. The support of the LP Secured Lenders for this proposed CCAA proceeding, the
apport Transaction and the SISP are crucial to the successful financial fesiructuring of the LP
ntities. As noted in the Administrative Agent Letter dated December 7, 2009, the Support
ransaction provides the possibility of a consensual financial restructuring that contemplates a
ying concern outcothe for all of the businesses currently operated by the LP Entities. There is
> assurance that the LP Entities will be able to secure a going concern outcome in the event of a
sn-consensual financial restructuring initiated by the LP Secured Lenders or other creditors of
ie LP Entities. '

'AYMENTS DURING CCAA PROCEEDING
25. During the course of this CCAA proceeding, the LP Entities intgnd to make

ayments for goods and services supplied post-filing as-set out in the cash flow projections
escribed below and as permitted by the Initial Order.

26. As discussed above, the LP Entities’ empldyees.are compensated in various ways,
rcluding by way of salaries, commissions and bonuses. It is contemplated in the cash flow
rojections that arrears of salaries, commissions, bonuses and outstanding employee expenses
7ill be paid or reimbursed in the ordinary course and that compensation programs for active
mployees will continue in fhe ordinary course post-filing. The cash flow projections also
ontemplate the continued payment of current service and special paymepts'with respect to the

§
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- Entities’ DB Pension Plans. The cash flow projections do not contemplate termination and

rerance payments or benefits being paid to previously terminated employees.

7. It is also contemplafég 1n the éésh flow projections that the LP Enﬁties- will
atinue to make payments, including payments relating to pre-filing provision of goods and

vices, to independent contractors and freelancers who provide services post-filing, as

lependent contractors and freelancers are integral to the LP Entities® operations.

8. In addition, the LP Entities are proposing in the Initial Order that they be
thorized with the consent of the Monitor, but not required, to make certain payments,
sluding any payments owing in respect of the pre-filing provision of goods and services, to the

lowing third parties that provide goods ot services that are integral to their businesses:

i. . Newsprint and Ink Supplie'rs"

9. The LP Entities are dependent upon a continuous and uninterrupted supply of
wsprint and ink from certain of their newsprint and ink=suppliérs. After wages and employee
nefits expenses, the. purchase of newsprint and ink represents one of the LP Entities’ most
snificant operating costs. The LP Entities do not maintain sufficient inventory of newsprint on-
nd to enable them to continue publishing for any extended period of time if there is an
lerruption in the supply of newsprint or ink, It is therefore crucial that the LP Entities have
cess to a continuous flow of heWsprint so they may continue publishing newspapeis. The
ability to publish a newspaper on any given day due to a lack of newsprint or ink would
enificantly impair the enterprise value of the LP Entities’ businesses. .

0. The LP Entities expect that their newsprint suppliers will honour their contractual
rangements as long as all post-filing payments are made in the normal course. However, in
der 1o ensure a continuous supply of newsprint, the LP Entities are seeking in the Initial Order
be authorized, with the consent of the Monitor, but not required to pay pre-filing amounts
ving in arrears, to certain newsprint suppliers, if, in the opinion of the LP Entities, those

swsprint suppliets are critical to their businesses and ongoing operations.

ii.  Newspaper Distributors
31. The LP Entities are similarly dependent upon third parties to distribute their
swspapers through a network of independeﬁt newspaper distributors. Certain of the LP Entities

4
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re entered into agreements with independent newspaper distributors: that provide for
wvspaper delivery services for the LP Entities within certain geographic territories. Generally
aking, the newspaper distributors handle all manner of delivery, including corporate delivery,
ne delivery, bulk drop offs and deliveries to vending boxes:

2. An interruption in the delivery of newspapers would significantly impair the
erptise value of the LP Entities’ business. As a result, the LP Enfities are seeking
‘horization but not direction in the Initial Order to pay, with the consent of the Monitor, pre-
_ ng amounts owing in arrears to newspaper distributors if, in the opinion 6f the LP Entities;

yse distributors are critical to their businesses and ongoing operations.

iii. ~ American Express

3. ' Canwest has implemented certain policies whereby its employees, including
iployees of the LP Entities, may seek reimbursement of business-related expenses. The
penses are generally incurred by the LP Entities’ employees in the ordinary course of
rforming their job functions. Included in this category are the following Amex Bank of Canada
Am‘ei‘ican Express™) corporate card programs and accounts that are used by the employees of
> LP Entities for business related expenses: (i) American Express Corporate Card Program;
d (if) American Express Central Billed Accounts. ' |

4. The American Express Corporate Card Program allows employees of the LP
itities to use corporate cards to charge business related travel and entertainment expenses. It is
sential to the continued operation of the business of the LP Entities that the LP Entities be
rmitted to continue reimbursing their employees for such expenses whether such expenses

sre incurred before or after the commencement of this CCAA proceeding.

i5. On January 23, 2009, as a condition of continuing the American Express
srporate Card Program, American Express required the LP Entities to agree that in the event of
filing under the CCAA, the LP Entities would seek a provision in the Initial Order allowing for
iyment of any and all amounts due to American Express at the time of filing. The LP Entities
e therefore seeking the authority from this Honourable Court to pay all pre-filing amounts due

American Express.
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36. The American Express Central Billed Accounts program is used by employees of
he LP Entities to charge the same types of pxpehses as.are incurred in respect of the American
ixpress Corporate Card Program (i.e:; employee business travel). Use of the American Express
“entral Billed Accounts is an integral part of the LP Enfities’ cash management and account
hﬁcﬁons, and it is essential to continued operation of the businesses that embloyees of the LP

Intities continue to have the ability to use the Central Billed Accounts for business travel.

iv.  Other Goods and Services Providers

137. In order fo maintain their enterprise value, the LP Entities seek the ability to pay
o other suppliers, subject to the consent of the Monitor, any ﬁlrthef amounts, costs or expenses
subject to further order of this Honourable Court) whenever incurred, if in the 6pinjon of the LP
“RA, those suppliets are critical to their businesses and ongoing operations. The draft Initial
Jrder includes a provision directing the Monitor to report to this Honourable Court with respect

o any payments made to other suppliers that are deemed to be critical suppliers by the LP CRA.
V. Parties to Sales Agehcy Agreements

238. The LP Entities are parties to various sales representation agreéments with third
sarties pursuant to which the LP Entities sell as commissioned agent~b6th newspaper and/or on-
ine advertising on behalf of those third party customers. In some of these arrangements, the LP
Entities also invoice and collect payment for advertising on behalf of these third party customers.
The LP Entities charge fees for these services, and the fees are typically calculated as a
sercentage of the advertising sold and collected on behalf of any partiéular customer. At any
soint in time, the LP Entities hold in 11ﬁst cash collected pursuant to one or more of these sales

representation agreements that is owed to one or more of their customers.

239, The LP Entities intend to continue to honour the terms of those third party sales
tepresentation agreements throughout the pendency of this pfoposed CCAA proceeding. In order
to honour the terms of those third party sales representation agreements, the LP Entities have
requested that any cash held on behalf of third party sales representation customers not be
subject to the stay of proceedings provided in the Initial Order. The proposed Monitor has
indicated that it is supportive of this request.

vi. FPinfomart.ca Content Providers
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0. . As described in greater detail above, the LP Entities’ businesses include the
ebsite FPinfomart.ca, which is a subscriptidn-ba_‘sed on-line service that provides its
ibscribers with access to Canadian and international news sources. The LP Entities enter into
reements with providers of editorial content to FPinfomart. ca that generally include royalty
es calculated as a percentage of subscriber revenue generated in any given month.
Pinfomart.ca collects the revenue from its customers and then remits royalty fees to its content

oviders pursuant to the terms of their respective agreements.

1. In my view, it is critical that the supply of content to FPinformart.ca 6ontinue
xinterrupted during the course of this proposed CCAA proceeding. FPinfomart.ca is and should
ntinue to be an important source of online revenue for the LP Entities. Ii is therefore critical
at the LP Entities be granted authority to pay royalty fees accrued and owing as of the date of
ie Initial Order. |

»OST SHARING ARRANGEMENT

42, The CMI Entities and the LP Entities have agreed that it is appropriate for the
MI Entities to bear the costs and expenses of the financial restructuring of the businesses

perated by the CMI Entities and for the LP Entities to bear-the cost_s' and expenses of the .

nancial restructuring of the businesses operated by. the LP Entities. Although no formal cdst
1aring agreement has been executed, the CMI Entities and the. LP- Entities have been and are
perating under this cost-sharing principle. Consistent with this agreement and understanding,
1e draft Initial Order provides that the LP Entities shall not make any payments to or in
atisfaction of any liabilities or obligations of the CMI Entities, save and except for payments in

sspect of Shared Services.

JIRECTORS’ AND OFFICERS’ PROTECTION

43, A successful restructuring of the LP Entities will only be possible with the
ontinued participation of the LP Entities’ boards of directors, management and employees.
‘hese personnel are essential to the viability of the continuing businesses of the LP Entities, The
irectors of the Applicants consist entirely of management directors who have many years of
xperience in the Canadian newspaper publishing industry and with the LP Entities’ businesses.
his specialized expertise and the relationships that the management directors have forged with
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s LP Entities’ suppliers, employees and othier stakeholders cannot be éasily replicated or
placed. '

4. I am advised by Oslef. Hoskin & Hareourt LLP, counsel for the LP Entitiés, and
lieve' that, in certain circumstances, difectors can be held personally liable for certain
ligations of a company, including in respect of amount owing to (i) employees, including
ipaid wages, tennination‘ and severance atnounts, pension amounts and accrued vacation pay;
d (ii) the federal and proviﬁcial governments, including payroll remittances, sales taxes, goods
id services tax (“GST”), withholding taxes and workers’ compensation remittances. The LP
atities estimate that the amount of the Directors’ Charge (as defined below) will not cover all of

e directors’ and officers’ liabilities in the event of a complete shutdown of the LP Entities’ -

1sinesses.

15, Canwest Global maintains directors® and officers’ liability insurance (the “D&O
isurance”) for the directors and bfﬁcers of Canwest Global and its subsidiaries (including the
rectors and officers of the LP Eniiﬁés). The current D&O Insurance policy provides $30
liliion in coverage plus $10 million in excess coverage for a total of $40 million in coverage for
e entire Canwest enterprise. The D&O Insurance otiginally expired on August 31, 2009. The
&0 Insurance policy was subsequently extended for two months in light of Canwest’s current
nancial situation and was then extended again to Deceniber 1, 2009. The D&O Insurance policy
as now been extended to February 28, 2010 and no further extensions ate available under the
tms of the policy. As of the date of the swearing of this Affidavit, Canwest has been unable to
btain additional or replacement D&O Insurance coverage. In addition, there are contractual
idemnities that have been given to the directors by the LP Entities. Canwest, on an entérprise
asis, does not have sufficient funds to satisfy those indemnities should the directors of the
pplicants be found responsible for the full amount of the potential directors’ liabilities.

46. The directors_of the Applicants have indicated that, due to the potential -for
‘gnificant personal liability, they cannot continue their service and involvement in this
sstructuring unless the Initial Order grants a charge on all of the property of the LP Entities in
1e amount of $35 million (the “Directors’ and Officers’ Charge™), in priority to all other
harges except the Administration Charge, the FA Charge (defined below) and the DIP Charge

nd Cash Management Existing Security (up to $7.5 million), as security for the LP Entities’
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Jemnification obligations for the potential liabilities imposed upon the directors and officers of
s Applicants as set out above. The LP Entities believe the Directors’ and Officers’ Charge is

ir and reasonable in the circumstances: . .

7. - The Directors’ and Officets’ Charge is necessary so that the LP Entities may
ntinue to benefit from their directors’ and officers’ extensive experience with the LP Entities

d, more generally, with the newspaper publishing Vindustry.. It is critical to the restructuring

forts of the LP Entities that the management directors remain with the LP Entities in order to

ntinue theii' focus on achieving one or more financial restructuring transactions to benefit the

> Entities’ stakeholders. The. Directors’ and Officers’ Charge will also provide assurances to

e employees of the LP Entities that obligations for accrued wages, accrued vacation pay and
crued pension benefits and severance and termination pay will be satisfied. The proposed
onitor has expressed its support for the amount of the proposed Directors’ and Officers’

harge.

IANAGEMENT INCENTIVE PLAN AND SPECIAL ARRANGEMENTS

18. * Inorder to preserve enterprise value and ensure the continued participation of the
P Entities” senior management and other key employees in Canwest’s newspaper pu'blishi'ng'
1siness and the restructuring, the LP Entities have developed a “Management Incentive Plan”
he “LP MIP*). The MIP will provide the participants thereunder (the “LP MIP Participants”)
ith payments as- incentives to continue their employment with the LP Entities through the full
rm of this proposed CCAA proceeding.

19. The payments to the LP MIP Participants will be calculated as a percentage of the
P MIP Participants’ base compémaﬁon and the LP MIP provides that they be paid in two
anches. The first payment was made on thé last regular payroll period occurring in December,
009. The second and final payment will be made on the date upon which the LP Entities
nerge from CCAA protection.

50. It is proposed that the LP MIP Participants be granted a charge (the “LP MIP
‘harge”) over the LP Property in the amount of the financial obligation owing by the LP
ntities under the LP MIP. The LP MIP Charge will rank on a pari passu basis with the
roposed Directors’® and Officers’ Charge. The proposed LP MIP Charge has been calculated
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ith reference to the amount payable by the LP Entities to each of the LP MIP Participants under
e LP MIP.

1. Because certain of the LP MIP Paftiéipénts are also currently providing

structuring and related advisory services to the CMI Entities, and‘ certain employees of the

MI Entities are providing restructuring services to the LP Entities, a cost recovery plan has

:en developed between the CMI Entities and the LP Entities whereby each will make a

iyment to the other in respect of the employees who participate in the LP MIP or the CMI
itities’ key employee retention plans (the “CMI KERP”) and who- contribute to the

structuring efforts of the other. The LP E_ntities have requested, and the LP Administrative

gent has consented, for a trust to be established for the benefit of the participants in the CMI'
ERP of the CMI Entities (the “CMI KERP Participants™) in an amount equal to $3,946,022,

, the Limited Partnership’s confribution to the CMI KERP (net of the CMI Entities’

»ntribution to the MIP). On November 12, 2009, the LP Entities distributed the $3,946,022 to a
ust account that is currently held by RBC Dominion Securities Inc. |

52, Al of the LP MIP Participants are critical to the successful restructuring of the LP

ntities, as they perform critical support functions for the LP Entities on a daily basis. It is likely
iat some or all of the LP MIP Participants would consider other employment options if the LP

(IP is not granted and secured by the LP MIP Charge. It would be extremely difficult at this

age of the restructuring process to find adequate replacements for those employees.
ignificantly, the proposed Monitor is supportive of the LP MIP.

53. In addition, and again in order to preserve enterprise value and ensure conﬁnuity
£ léadership within the LP Entities’ during the restructuring, the LP Entities have reached
sreement with two key employees on amendments to their employment agreements (the
Special Arrangements”). The Special Arrangements are in respect of Dennis Skulsky, the
resident of CPI and Gotdon Fisher, who is the publisher employed by National Post Inc. and
rovide for termination payments to be made to Messrs. Skulsky and Fisher in the event that a
ile, divestiture, reorganization: or recapitalization occurs and they are not offered employment
rith the successor entity on commercially reasonable terms. The termination payments are
clusive of all entitlements to all notice of termination, pay in lieu thereof and similar
bligations.
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4. It is proposed that the amounts potentially payable pursuant to the Special
rangements be secured by the LP MIP Charge. The proposed Monitor supports this proposal.

S. Messts. Skulsky and Fishier aré critical to the successful restructdring of the LP
itities. It would be extremely difficult and distuptive to replace them if they should leave, and
»ir continued employment will provide considerable value during the restructuring ofj the LP

itities.

6. It is the view of the LP Entities that the LP MIP and the Special Arrangements

ovide appropriate incentives for the LP MIP Participants and Messrs. Skulsky and Fisher to
main in their current positions. The LP MIP also ensures that the LP MIP Participants will be
operly compensated for their assistance in the reorgmﬁzatiOn process. A copy of the LP MIP,
dacted to remove individually identifiable information and cémpensation information, is
:ached as Exhibit “AA” to this Affidavit. Copies of the Special Arrangements, redacted to
move compensatioﬁ and other financially sensitive information, are attached as Exhibit “BB”
this Afﬁdavit. '

7. In order to retain a key employee that will provide integral assistance to National
st Inc., considering it will be significantly affected by the larger financial restructuring of the
> Entities, National Post Inc. has developed a “Management Incentive Plan” (the “NP MIP”).
1e NP MIP will proﬁ&e_the participants there under with payments and incentives to continue
s employment with National Post Inc. through the full term of this proposed CCAA
oceeding. The proposed Initial Order authorizes the LP Entities to make payments pursnant to
e NP MIP. It is not contemplated that amounts payable under the NP MIP will be covered by
e LP MIP Charge. -

8. A copy of the NP MIP redacted to remove individually identifiable information
d compensation information, is attached as Exhibit “CC” to this Affidavit,

9. The form and substance of the LP MIP, the Specia} Arrangements and the NP
IP have been approved by the LP Administrative Agent, the LP CRA, the Board and the
yecial Committee, and the proposed payments and charge are supported by the Monitor.

100



-76-
NANCIAL ADVISOR AGREEMENT APPROVAL

0. On or about October 1, 2009 Canwest Global and the Limited Parlnershxp entered
o an agreement with RBC Dormmon Secuntxes Inc., a member company of RBC Capital
wkets, relating to RBC Capital Markets® provision of investment banking services to the LP
tities (as amended, the “Financial Advisor Agreement”). Prior to October 1, 2009, RBC
pital Markets provided financial advisory setvices to the LP’ Entities pursuant to a letter
reement dated December 10; 2008 between Canwest Global, on behalf of itself and its
ssidiaries. A copy of the Financial Advisor Agreement that has been redacted to obscure
mmercially sensitive information is attached as Exhibit “DD” to this Affidavit. An un-redacted
tsion of the Financial Advisor Agreement is filed as part of the confidential supplement to the
:-filing report of the proposed Monitor.

1. The Financial Advisor Agreement provides, infer alia, that if, during the term of

3C Capital Markets® engagement or during the petiod of 12 months following termination of |

engagement, Canwest Global or any of its subsidiaries, including the LP Entities, commences
~CAA proceeding, Canwest Global will, subject to the discretion of the relevant coutt, engage
3C Capital Markets on terms and conditions identical to the terms and conditions set out in the

aancial Advisor Agreement.

2. The Financial Advisor Agreement also provides that the Financial Advisor is
titled to a success fee upbn completion of the SISP pursuémt to its terms. The Applicants
opose that the Fiﬁaﬁciél Advisor shall be entitled to the benefit of a charge on the Property of
¢ LP Entities (the “FA Charge”)' not to exceed an aggregate amount of $10 million as security
t the fees and disbursements, including any success fee (if aﬁy) payable to the Financial
ivisor Agreement. The LP Administrative Agent supports the granting of such charge.

3. It should be pqted that, pursuant to the Fingngial Advisor Agreement, RBC

ipital Markets is incented to identify and pursue either a Superior Cash Offer or a Superior :

ternative Offer in accordance with the SISP Procedures described above, as their
mpensation is greater if a Superior Offer is obtained that results in the consummation of an

:ernative transaction and the Support Transaction is not pursued.
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4, It is my belief, and the belief of senior management of the LP Entities, mat RBC
pital Markets’ significant investment banking experience and expertise, its extensive
owledge of the capital markets and its capabilities in the area of financial restructurings and
:épitalizaﬁons have to date greatly benefited the LP Entities.

5. - RBC 'Capital Markets has spent more than 12 months working closely with senior
inagement of the LP Entities and their other advisors. RBC Capital Markets has greatly
sisted the LP Entities in their financial restructuting efforts to date and has gained a thorough
d intimate understanding of the businesses operated by the LP Entities. If the LP Entities were
prived of the benefit of RBC Capital Markets’ continued advice and assistance and were
juired to retain a new financial advisor, it would likely take a significant period of time for
ch financial advisor to acquire a similar working knowledge of the LP Entities’ businesses.
ch a disruption would make it extremely difficult to implement the financial restructuring or
sapitalization initiatives under consideration, including the SISP, in the currently contemplated
ne frame. Thus, the LP Entities believe that the continued involvement of RBC Capital
arkets as their Financial Advisor is essential to the completion of its successful financial
structuring, | |

6. It is also my belief that thé quantum and nature of the remuneration provided for

the Financial Advisor Agreement is fair and reasonable.

'ONITOR

7. FTI Consulting Canada Inc. (“FTI Consulting”) has consented to act as the
onitor (the “Monitor”) of the LP Entities in this proposed CCAA proceeding.

8. The LP Entities, with the assistance of FTI Consulting, have prepared
hsolidated 13-week cash flow projections for the LP Entities (the “LP Cash Flow
%jection” , as required by the CCAA. A copy of the LP Cash Flow Projection is attached as
chibit “EE” to this Affidavit. |

9. The proposed Monitor will also be filing an initial report as prospective Monitor
conjunction with the LP Entities’ request for relief under the CCAA.
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DMINISTRATION CHARGE

10, It is contemplated in the draft Initial Order that the Monitor and its counsel,
unsel to the LP Entities, counsel &iid.-tlié financial adviSor to the Special Committee, the LP
RA and counsel to the LP CRA will be granted the right to receive a first priority Court-
dered charge on the LP Property for services rendered to the LP Entities (the “Administration
harge”) up to the maximum amount of $3 million in respect of their respective fees and

sbursements,

1. It is proposed that the charges requested to be created by the Initial Order will not
nk in priority to validly perfécted purchase money security interests in favour of secured
editors and statutory encumbrances in favour of ’ any entity which isa secured creditor as set
it in the draft Initial Order. As the LP Secured Lenders and swap counterparties have been
ven notice of this CCAA proceéding, based upon the books and records of the LP Entities, and
» the best of my knowledge secured creditors who are hkely to be affected by the proposed
1arges have been given notice of this CCAA proceedmg

72. The draft Initial Order also provides that the names and addresses of individuals
ho are creditors of the LP Entities are not réqﬁired to be included on the list prepared by the
roposed Monitor in accordance with section 23(1)(a)(ii)(c) of the CCAA. The LP Entities
slieve that the identity and privacy of their former employees and reﬁrécs and other individuals
'ho are creditors should be respected and wish to prevent any harm that may arise to their
yrmer employees and retirees and other individuals who are creditors from having their names

nd addresses included on such list.

>ONCLUSION -

73. I am confident that granting the Initial CCAA Order sought by the Applicants is
1 the best interests of the LP Entities and their respective stakeholders. Without the “breathing
pace” afforded by a stay of proceedings, the LP Entities face obligations to repay approximately
1.45 billion of indebtedness énd a cessatién of going concern operations, the liquidation of their
ssets and the loss of employment for approximately 5,300 FTE employees in Canada. The LP
‘ntities require time to test the market to ensure that the best possible going concern ouicome is
chieved; one that permits the continuation of employment for as many of their employees as is
ossible. To that end, the SISP will provide a robust litmus test for whether the proposed
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apport Transaction delivers the best possible result for all stakeholders. Granting a stay of
oceedings will allow the LP Entities to run the SISP and, subject to Court approval, proceed
ith either the Support Transaction or a Superior Offer generated by the SISP. The LP Entities
slieve that the proposed course of action - including the presence of a Support Transaction that
ready contemplates a going concern outcome - provides the maxifum possiblebeneﬁt for all
akeholders in the circumstances. The businesses of the LP Entities will carry on in the ordinary
surse, providing stability for employees, suppliers, and other stakeholders including the
illions of people who rely on the news and other informatioﬁ serviées provided by the LP.

ntities every day.

WORN BEFORE ME at the City of

oronto, in the Province of Ontario, on A_.%?

anuary 7, 2010.
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