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Court File No.

ON: TARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R 5.C., 1985, 6.C-36, AS AMENDED

AND IN THE MATTER OF A PLAN'OF COMPROMISE OR
ARRANGEMENT OF CANWEST GLOBAL
COMMUNIEATIONS CORP., AND ' THE OTHER
APPLICANTS LISTED ON SCHEDULE “p®

APPLICANTS

AFFIDAVIT OF JOHN E. MAGUIRE
(Sworn October 5, 2009)

I, John E. Maguire, of the City of Winnipeg, in the Province of Manitoba, the

Chief Financial Officer of the Applicant, Canwest Global Communications Corp. (“Canwest

. Global”), MAKE OATH AND SAY:

'INTRODUCTION
1. This Affidavit is made in support of an Application by Canwest Global and the

other Applicants listed on Schedule “A” hereto (together, the “Applicants”) for relief under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended -(the “CCAA”).

While the partnerships listed on Schedule “B” hereto (the “Partnerships”) are not Applicants in
this proceeding, the Applicants seek to have a stay of proceedings and other benefits of an Tnitial
Order under the CCAA extended to the Partnerships as they carry on operations mtegral to the,
business of the Applicants.

2. [ am the Chief Financial Officer of Canwest Global and its principal operating
subsidiaty Canwest Media Inc. (“CML”). I am also a director of CMI and an officer of certain of
‘the Applicants listed on Schedule “A”, including CMT and Canwest Television GP Inc.
(“Canwest Television GP”). As such, I have personal knowledge of the matters deposed to
herein. Where I have relied upon other sources for information, I have specifically referred to
such sources and verily believe them to be true. In preparing this Affidavit, [ have also consulted
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with other members of Cantwest Global’s ‘Sénior manageinent team and, where necessary,
members of the senior management teams of Canwest Global’s subsidiaries.

3. Canswest Global is a leadirig Canadian media company with inferess i () free-to-

air television stations and subscription-based specialty television channels and (ii) newspaper

publishing and digital media opérations. With respect to its ‘television operations, Canwest -

Global, principally through its subsidiary Canwest Television Limited Partnership (“CTLP™),
owns and operates the Global Television Network (as defined below), which is comprised of 12

free-to-air television stations and covers approximately 98% of Canada’s English-language

television market. Canwest Global, through its subsidiaries, also owns and operates a portfolio of
leading subscription-based national specialty television channels, including 17 leading specialty
- television channels which are held jointly with Goldman Sachs Capital Partners (“Goldmhn‘
Sachs™) and which include Food Network Canada, HGTV Canada, Slice and History Television.

4, . With respect to its newspaper publishing operations, Canwest Global, principallly
tHrough its subsidiary Canwest Limited Partnershiﬁ (the “Limited Partnership™), is the largest
publisher of daily English-language newspapers in Canada which have an estimated average
daily circulation of approximately 1.0 million copies and an estimated average weekly readership
‘of api)roximately 4.1 million people. Canwest Global, through the Limited Partnership, also

_ publishes a number of community newspapers and other publications and has extensive online

and digital media operations. In addition, Canwest Global, through its indirect ownership interest

in The National Post Company/La _Publicaﬁoﬁ National Post (the “National Post Company”),
'publishes the National Post national newspaper and related online operations.

5. Until ‘recently, Canwest Global, indirectly through its subsidiary CanWest
MediaWorks Ireland Holdings (“CMIH”), was also the majority and confcrol]jxig shareholder of

Ten Network Holdings Limited (“Ten Holdings”), which is the owner and operator of various

businesses in Australia, including Tern Television Network, a free-to-air television network, and
Eye Corp Pty. Limited, a multi-national out-of-home advertising business. As described in
greater detail below, CMIH recently sold its interest in Ten Holdings.

6. The entities seeking relief in this CCAA proceeding do not comprise the entire
Canwest Global enterprise. Relief is sought only on behalf of Canwest Global, CMI, CTLP, the
' National Post Company and certain of their respective subsidiaries (all of whom are guarantors
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under CMP’s 8% Senior Stbordinated Notes (as defined below) anid ate perties to the Support
Agteement (as deﬁnet._i'belew» “The bﬁsinesees operated b_yfﬂée' App]icéﬁts and- Partnerships
seeking CCAA pi:otection (cellectively; thie “CMI Entities”) include (@) Canwest’s free-to-air
television broadcast business (ie., the Glabal Televzszon Network: stations);. (i) certain
subscr1pt10n—based specialty telewsmn channels that ate wholly owned and operated by CTLP
(defined below as the “CMI Ovwned Specialty Channels”); ard (m) the Natzonal Post.

7. - For greater certamty, the following entities and businesses are not included i in th1s
CCAA proceeding, nor is a stay of proceedmgs sought in respect of them: (i) Canwest Global’
Canadian subscription-based spécialty television channels which ate held joinitly with Goldmian

Sachs (acquired from Alliance Atlantis Communications Inc, (“Alliance Atlantis”) in August |

2007) and which are now operated by Canwest Global’s indirect subsidiary CW Investments Co.
(“CW Investments”) and its subsidiaries; (if) Canwest Global’s subscription-based specialty

television channels which are held in the Canadian Television Segment (as defined below) but *

not wholly owned by CTLP (i.e., TViropolis, MysteryTV and MenTV); and (jii) the entities in

Canwest’s publishing and digital media business in Canada (with the exception of the National

Post), namely the Limited Partnership, Canwest Publishing Inc./Publications Canwest Inc.

(“CPY”), Canwest Books Inc. (“CBI”) and Canwest (Canada) Inc. (“CCI”) (collectlvely, the -

“LP Entltles”)

8. °  Hereinafter, where reference is made to the Canwest Global enterprise as a whole,
which includes all of the CMI Entifies, together with Canwest Global’s other subsidiaries which
are not Applicants or Partnerships in this CCAA proceeding, the term “Canwest” will be used.

9. As of October 1, 2009, Canwest employed the full-time equivalent (“FTE”) of
~ approximately 7, 400 employees around the world. Of that number, apptoximately 1,700 FTE
employees are employed by the CMI Entities, the vast majority of Whom work in Canada, with
approximately 850 FTE employees working in Ontario.

10. Over the past year, the CMI Entities have experienced significant and sudden
declines in the:r advernsmg revenues réflecting the weakening economic environment in Canada.

The weakemng economy has caused many of the CMI Entities> advertising customers to reduce
the amounts that they spend on advertising, resulting in decreased demand for advertising and

lower advertising rates. The decrease in advertising revenue (wh1eh accounts for approximately
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77% of Canwest’s total Canadlan revenues) has had a 31gmﬁcanﬂy negative impact on the cash
flow positions of the CMI Ent1t1es, causmg them to be at vérious times in default of their credit’
' fac1ht1es note mdenture and guarantee obhga’aons

11. In paftiéular, in Februaxy 2009, CMI breached; for the first time, certain financial
covenants set out in its then cufreﬁt senior secured credit facility. Follovs)ing the iniﬁal default,
CMI received a waiver of the borrowij_lg conditions from its then current senior lenders fo allow
the CMI Entities an opportunity to pursue a p_oésible refinancing or recapitalization transaction.
The waiver was extended on six separate occasions over the following three months.

12. On March 15, 2009, CMI failed to make an interest payment in the amount of
US$30.4 million which was due in respect of its US$761,054,211 aggregate principal amount of
8% senior subordiiiated notes due 2012 (the “8% Senior Subordinated Nofes”). Under the
terms of the applicable note indenture, CMI had 30 days to “cure” its default and make the
required interest payment to the holders of the 8% Senior Subordinated Notes (the “8%: Senior
Subordinated Noteholders™). On April 14, 2009, immediately before the “cure” period was set
to expire, CMI entered into the first of a series of extension agreements with an ad hoc
committée of the 8% Senior Subordinated Noteholders holding approximately 72% of the 8%
Senior Subordinated Notes (the “Ad Hoc Cemmittee”), whetein the parties agreed that the 8%
Senior Subordinated Noteholders who were party to that extension agreement would not demand
immediate payment of the principal amount of the outstanding 8% Senior Subordinated Notes
during the applieéble extension period. Had the waiver agreements and extension a_greemehts not
been provided, and had a demand for immediate payment been made by either The Bank of
Nova Scotia (“BNS”), as Administrative Agent, on behalf of CMI’s then cutrent senior lenders,

or on behalf of the 8% Senior Subordinated Noteholders, neither CMI nor any of the guarantors

under the then current senior secured credit facility ornote indenture would have been in &
position to repay the amounts owing under the then current senior secured credit facility or the
8% Senior Subordinated Notes. '

.13. On Majr 20, 2009, after a series of lengthy negotiations with the Ad Hoc
Committee, CMI announced that it had entered into an agreement (as amended, the “Nete
‘ Purchase Agreement”) with certain members of the Ad Hoc Committee wherein CMI and its
subsidiary CTLP agreed to issue the U.S. dollar equivalent of $105 million principal amount of
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12% senior. secured notés (the “12% Secured Notés™ to those members of the Ad, Hoc
Commlttee (the “12% Secured Notes Purchasers”) for an aggregate purchase pnce of $100
n:ulhon On the sarpe day, CMI announced that it Would be entenng into an agreement with CIT
Busmess Cred1t Canada Tnic. (“CIT”) Wherem CIT would prov1de a senior secured. revolvmg
- asset-based loan ( ‘ABL”) facﬂlty in an amount up to $75 million to CMI (the- “CIT Facility™).
Both transactions closed on May 22 2009 These transacuons were entered into to provide CMI
with sufficient cash to operate ifs busmess in the ordmary course until it could enter into further
agreéments to effect a consensual recapltahzauon transaction for the CMI En'utles CMI also
used the proceeds ﬁ:qm the issue and sale of the 12% Secured Notes and from the CIT Facility
to, 'ainong o?h_er things, repay its ’then current'_sénior lenders all amounts owing under the then

current seniot credit facility and to settle certaiﬂ&el_a’ted swap dbligations.

14. ~  _Due to the size of the indebfedness owing to the 8% Senior Subordinated

Noteholdets, the continued forbearance of the members of the Ad Hoc Committee with respect -

to CMI’s interest payment defanlt and as a result of the additional liquidity provided to the CMI
. Entities as a result of the Note Purchase Agreement, the Ad Hoc Committee was prov1ded with
the opportunity to negotiate with the CMI Entities a credltor-Sponsored “pre-packaged”
recapitalization transactlon for the CMI Entities. The CMI Entities recognized that any
~ consensual recapitalization transaction would necessarily require the supporé of the'memvbe_rs of
the ‘Ad Hdc Committee. In that regard, the Note Purchase ‘Agreement anci the CIT Facility
contained certain milestones for the achievement of an agreement in principle and the execution
of definitive documents with respebt to a féstructﬁring or recapitalization transaction involving
the CMI Entities. The time frames for satisfying these milestones were extended on numerous

occasions while the parties negotiated a possible recapitalization transaction.

15. On September 22, 2009, the board of directors of Canwest Global (the “Board”)

authorized the sale of all of the shares of Ten Holdings owned by CMIH (the “Ten Shares”) on

the recommendation of a Special Committee of the Board struck to explore strategic alternatives
for Canwest (the “Special Committee™), and with the consent of CIT, the Ad Hoc Committee
an& the 12% Secured Notes Purchasers. Canwest pursued a sale of the Ten Shares in order to
enhance the ability of the CMI Entities to enter into a consensual recapitalization transaction
with the Ad Hoga_(lommittee by: (i) providing additional liquidity to CMI for general corporate
purposes and t<; .ﬁmd the CMI Entities’ operations pending completion of a recapitalization
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transactlon, (11) repaymg all outstandmg amounts owing under the CIT Fac111ty, exeludmg

‘ outstandmg letters of credtt in the amount of approxmately $10 7 hillion; (m) repaymg all of -

the amounts owmg 1o the 12% Secured Notes Purchasers, and (iv) depositing amounts with the
trustee for the 8% Semor Subordmated Notes (the “Indenture Trustee”) for the purpose of
reducmg the aggregate pnnc1pa1 amount owmg under the 8% Senior Subordinated Notes.
Pursuant to an, underwntmg agreement dated September 24, 2009 (the “Underwriting
Agreement”), the sale of the Ten Shares was eft‘ected ina block trade executed on the Australian
Stock Exchange on September 25 2009 and settled on October 1, 2009 reahzmg gross proeeeds
. of approximately $634 million (the “Ten Proceeds”).

16. In light of the sale of the Ten Shares, the CMI Entities and the members of the'Ad
Hoc Committee (representing approximately 72% of the aggregate principal amount of the

outstanding 8% Senior Subordinated Notes) executed a Use of Cash Collateral and Consent

~ Agreement (the “Cash Collateral and Consent Agreement”) dated September 23, 2009 that set

out, among other things, the manner in which the Ten Proceeds would be used by the CMI |

“Entities.

- 17. In accordance with the terms of the Cash Collateral and Consent Agreement, after
| satisfying certain transactional costs associated with the sale of the Ten Shares, the Ten Proceeds
- were loaned by CMIH to CMI in exchange for a secured promissory note (the “Secured
Intercomi)any Note”) in the amount of $187,263,126 and an unsecured promissoty note (the
“Unsecured Promissory Note”) in the amount of $430,556,189. The Ten Proceeds advanced to
CMI pursuant to the Secured Intercompany Note were applied as follows: (i) US$94,916,583 to
ropay in full all amounfs outstanding under the 12% Secured Notes; and (i) $85,000,000 to find

general liquidity and operating costs of CMI, including repaying the full balance outstanding -

uhder the CIT Facility of approximately $23 million, excluding outstanding letters of credit in
the amount of approximately $10.7 million which are currently cash collateralized. The balance
of the net Ten Proceeds, US$399,625,199, was advanced to CMI pursuant to the Unsecured
Promissory Note and was then deposited by CMI with the Indenture Trustee in payment of
outstanding interest (other than an interest payment due September 15, 2009) and to reduce the
principal outstanding under the 8% Senior Subordinated Notes. Following the distribution of the
Ten Proceeds, the outstanding remaining principal amount owing under the 8% Senior
Subordinated Notes is US$393,197,106.
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18, - .- Comc1denta11y Wrth entermg mto the Underwntmg Agreement for the sale of the

Ter Shares and the execution of the Cash Collateral Agreement, the members of the Ad Hoc

Committee delivered an offer in respect ofa recaprtahzatron transaction to the CMI En’atles in

the form of a Support Agreement executed by approxmately 72% of the 8% Senior
Subordiriated Noteholders (the “Suppor.t Agreement”). The Support Agteement had attached to
it a Resfructuring Term Sheet (the" “Term Sheet”) Wh.ichb contained the ‘summary terms and
conditions of a goihg cor¢ern recapitalization transaction involving the CMI Entities (the
“Recapitalization Transaction”. Pursuant to fhe conditions of this offer, the Support
Agreement- was not capable of being accepted by the CMI Entities untrl the Ten Proceeds were
distributed in accordance with the Cash Collateral and Corisent Agreement. On October 5, 2009,
after the completion of the distribution of the Ten Proceeds, on the recommendation of the
Special Committee, the Board approved (and the boards of the other CMI Entities as applicable
als‘o approved) the acceptance of the Support Agreement. The Support Agteement'and Term
Sheet represent the culmination of many months of arm’s length negotiations between the CM[
Entities and the Ad Hoc Committee.

19. The Support Agreement provides that the CMI Entities will pursue a plan of
arrangement or compromise on the terms set out in the Term Sheet (the “Plan”) in order to
implement the Reeapitelization Transaction as part of this CCAA proceeding. The Support
- Agreement also provides that each 8% Senior Suberdinated Noteholder that is a signatory thereto
(the “Consenting Noteholders™) will vote its 8% Senior Subordinated 'Notes in favour of the
Plan at any meeting of créditors. Under the Recapitalization Transaction, it is proposed, inter
" alia, that creditors of the CMI Entities whose claims are compromisedpunde‘r the Plan, including
the 8% Senior Subordinated Notcholders, will receive common shares of a restructured Canwest
Global (“Restructured Canwest Global™). It is proposed that existing shareholders of Canwest
Global will receive in aggregate 2.3% of the shares of Restructured Canwest Global.

20. The Support Agreement provides that the CMI Entities will make the within
application under the CCAA in order to implement the Recapitalization Transaction. The
Consenting Noteholders. who executed the Support Agreement and the Cash Collateral and
Consent Agreement executed such agreements on the basis that a restructuring of the CMI
Entities as proposed weuld be undertaken pursuant to the CCAA. Without the liquidity provided
by the Consenting Noteholders under the Cash Collateral and Consent Agreement, which is
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mtended to, allow the CMI Ent1t1es to contmue to operate pendmg completlon of a
reeap;ttalmatton and whleh is only avallable w1thm a CCAA proceedmg, the cMIL Entttles would

be unable to contmue as gomg concems and are thus msolvent. Iu addmon, CM[ dld not make, "
and does not have the necessary hqmdtty ) make, an mterest payment in the amount of US$30 4

mﬂhon that was ‘dueand’ payable on September 15, 2009 under the 8%. Senior Subordmated
Notes and therefore cannot satisfy its debts as they become dué. None of the other CMI Entlues
- which are guarantors of the 8% Senior Subordmated Notes can make such payment and are thus
" nsolvent. Further, the assets of the CMI Entmes are not suﬂiclent to discharge all of their
liabilities and the CMI Entlttes are thus also msolvent on a balance sheet basis. -

21. Accordmgly, and for the reasons set out herein, the CMI Entities are msolvent and-
a restructuring of their long-term debt and balatice sheets is urgently required and should be

pursued in order to préserve their enterprise value.

22. " The CMI Entities have reached an agreement on a consensual. restructuring ‘_

transaction with the Ad Hoc Committee. The CMI Entities ate seeking a stay of proceedings

under the CCAA i in order to allow them to proceed to develop the Plan in order to implement the
| Recapltahzatmn Transactlon which, if approved by the creditors and this Honourable Court,
would significantly reduce the amount of their indebtedness, allow for a going concern
emergence for a substantial number of the businesses operated by the CMI Entities and mamtam

employment for as many as possible of their approximately 1,700 employees in Canada.

23. As set out below, bpursuan't to the terms of the CIT Credit Agreement (as defined
below) and subject to the conditions therem, the CIT Facility increases from up to $75 mﬂhon to

up-to $100 million and conveits into a debtor-in-possession ﬁnancmg arrangement for the CMI

Entities upon a CCAA filing (the “DIP Facility”). Based upon the addttlonal liquidity provided
by the Ten Proceeds that have been loaned to CMI by CMIH and the CMI Entities’ cash flow
projections, the CMI Entities do not expect to draw on the DIP Facility during the eatly stages of
this CCAA proceeding. However, should the need arise, the DIP Facility will be available to be
accessed to provide additional liquidity to allow the CMI Entities to develop and implement the
Plan.

24. The CMI Entities are also seeking this Honourable Court’s authorization for the
proposed Monitor to apply for recognition of this CCAA proceeding as “Foreign .Main
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Pfoceédiﬂgs'” under Chapter 15 of the United States Banksuptcy Code (the “Bankruptcy
Cod &), 1mt1a11y only in respect of certain of the Apphcants (the “Chapter 15 Proceedmgs”),

ensure, infer alza, that a contmued supply of telev1s1on programmmg from certain U.S. entities is

not interrupted.

CORPORATE STRUCTURE OF CANWEST GLOBAL

25. . Canwest Global is a public corpany continued under the Canada Business -

Co:pomfzon.s'Act RS., 1985 c. C-44 (the “CBCA”)

26. CanWest ‘Global’s. authoxizgd capital _consists of an unlimited number of
preference shares, multiple votiilg shares, subordinate voting shares and non-voting shares. The
multiplé voting shares carry ten votes pér share and the subordinate voting sharés carry one vote
per share. Ndn-voting shares do not carry voting rights, except at meetings where the holders of
suc;h shares WOuld be entitled, by law, to vote separately as a class.

217. - The multiple 'voting shares are convertible into subordinate voting shares or non~
- voting shares on a one-for-one basis at any time at the option of .the holder. The subordinate
voting shares are convertible into non-voting shares on a one-for-one basis at any time at"ﬁ;e
option of the holder.- The non-voting shares are convertible into gubordina'te voting sharés on a

. one-for-one basis provided that the holder is Canadian.

28. Canwest Global is a “constrained-share company™ whmhmeans that at least 66

2/3% of its voting shares must be beneficially owned by persons who are Canadian. There is no _

limit on the number of non-voting shares that non-Canadians may hold. Canwest Global’

subordinate voting shares are publicly traded on the Toronto Stock Exchange (“TSX) under the
_ symbol “CGS” and its non-voting shares are currently listed for trading on the TSX under the

symbol “CGS.A”, Canwest Global’s multiple voting shares are not listed for trading.

29. As at September 28, 2009, Canwest Global had the following shares issued and
outstanding: 76,785,976 multiple voting shares; 99,250,614 subordinate voting shares; and
1,609,949 non-voting shares. Canwest Global had no preference shares outstanding as at that
date.
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30. . M, Dex}id A Aslier, Ms. Gail S. Asper~ and M. Leonard J. Asper (collectiilely,:
the “Aspers”), each of whom i§ an ofﬁcer and director of Canwest Global each beneﬁc1ally own
25,595; 325 mulﬂple votmg shares of Canwest Global represenﬁng in aggregate all of the
multiple voting shares of the . company In addmon, the Aspers collectlvely own 6,995,546
subordmate voting shares of. Canwest Global (apprommately 7%). An additional 246,359

 subordinate voting shaies are held by the Asper Charitable- Trust, doing business as The Asper
Foundation. L '

31, . The Aspers and certain of their respective wholly-owned holding corporations

have entered into a shareholders’ .egreemeht under which the parties have granted certain rights -
and undertaken cettain obligéﬁeli_s to each other with respect to the holding and disbésition of .

securities in Canwest Global (the “Shareholders’ Agreement”). In additio‘n, ee,ch of the parties
to the Shareholders’ Agreement has agreed to, infer alia, vote such securmes held by it in favour
of individuals nominated by the Aspers (or their representatlves) as directors of Canwest Global
and who together. eonsumte at least a majority (but as close to a simple majority as possible) of
the directors of Canwest Global. '

32.‘ ‘ Accordmg to its pubhc disclosure, as at November 5 2008 Fairfax Financial
Holdings Limited, through its subsidiaries, owned apprommately 22% of the total outstandmg
subordmate voting shares of Canwest Global.

- 33. Canwest Global owns 100% of CMI. CMI has direet or indirect ownership
 interests in all of the other CMI Entities. Until recently, CMI also directly held 99.999% of the
" partnership units of the Limited Partnership. On or about October 5, 2009, CMI transferred its
entire interest in the Limited Partnership to 4501071 Canada Inc. (4501071 Canada”), a
wholly-owned subsidiary of CML in return for nominal consideration. The transfer of CMI's

partnership units in the Limited Partnership was effected to give greater flexibility and certainty

to both CMI and the Limited Partnérship in light of the fact that the recapitalization of the CMI
Entities is not occurring at the same time as the recapitalization or restructuring of the LP
Entities (described below).

34. A copy of Canwest’s corporate organization chart- dated October 5, 2009 is
attached as Exhibit “A” to this Affidavit. The CMI Entities are located at pages 1, 2, 3, and 7 of
Exhibit “A”.
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CORPORA TE DECISION MAKING
35. . e April- and May 2009 Canwest Global and certain of the CMI Entmes,

addition to certam of. Canwest Global’s other subs1d1anes, took steps to consolidate and
streamlme corporate dCCISIOD. makmg in the CanWest enterpnse To do so, the shareholder of
each of CMI 4501071 Canada, CCI CPI National Post Holdmgs Lid. (“Natlonal Post .
Holdmgs”), 4501063 Canada Inc (“4501063 Canada”) and Ceinwest Telev131on GP entered into
unanimous shareholder declaratrohs which removed the r1gh_ts, powers and dut1es of the directots
of the relevant sub'sidiary to manage, or supervise the manegemen't, of the business and affairs of
the subsidiary compahies’. By executing the unanimous shareholder declarations, the applicable
shareholder of each subsidiary company has assumed managetial responsibilities from the
subsidiary’s directors. To complete the corporate initiative, Canwest Global concurrently
executed a unanimous shareholder declaration which removed the diectorial powers from the

d1rectors of CMIL The ultxmate effect of the various unanimous shareholder declaranons was to

consolidate decision making of the CMI Entities and the LP Entities with Canwest Global -

through the Board.

CHIEF PLACE OF BUSINESS :
36. The chief place of business of the CMI Entities is the Provmce of Ontario. The

- CMI Entities’ television business, which includes the Global Television Network and the CMI .

Owned Specialty Channels (and all of Canwest’s specialty television channels owned by CW
Investments) -is based principally at 121 Bloor Street East and 81 Barber Greene Road in
Toronto, Ontario. The National Post Company is headquartered at 1450 Don Mills Road in
Toronto, Ontario. All national advertising rates, and national sales policies and guidelines for
Canwest’s Canadian television operations are managed from Canwest’s central national sales
offices at 121 Bloor Street East in Toronto, Ontario. The Global Television Network’s national
television newscast, Global National is located in Ottawa, Ontatio. In addition, Canwest
Global’s Chief Executive Officer resides in Toronto.

37. Moreover, as at October 1, 2009, the CMI Entities employed approximately 850
FTE employees in Ontario, which was more people than the CMI Entities employed in any other
province at that date.
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CANWEST’S BUSINESS OPERATIONS

38. a Smce the comple’uon of the sale of the Ten Shares, Canwest’s busmess operatlons
consist sqlely of its (2) telev1s1on business and (b) newspaper publishing ard d1g1ta1 media:
business. N

A.  TELEVISION BUSINESS
i. Descrnptlon of Industry

39. ~ The Canadian television broadcasting market is compnsed of a number of English
and French language networks, stations and channe_ls that operate in different market segments.
These networks include free-to-air or broadcast networks,. including government-owned or
“public” networks, such as the Canadian Broadcasting Corpo’rdtion (CBC), as well as privately-
owned networks, such as CTV and the Global Television Network. In addition, the Canadian
television market inclides subscription-based specialty television channels, such as Showcase,
TSN and Space, and’ prémium pay television.channels, such as The Movie Network and Movie
Central, Whlch provide special interest programming, such as news, sports, arts, lifestyle,.
children’s and other enfertainment and information programming, The television stéﬁons of
Canadian broadcast networks and certain U.S. broadcast networks are available over-the-air to

substantially all Canadian households. Pay television, specialty television and certain U.S.

" stations are only available to households that subscribe to cable, direct-to-home satellite, multi-

point distribution systems or telephony television services for subséripﬁon fees.

40..- Companies operating in the market for the distribution of television signals (othe; _
than over-the-air) are known in Canada as Broadcast Distribution Undertakings (‘BDUs”). A

relatively small number of dominant BDUs, including Rogers Communications, Shaw

- Communications, Bell TV (formetly Bell ExpressVu), 'S,tarChpice, Videotron and Cogeco,
currently hold a combined BDU market .share of approximately 90%.  Specialty television
broadcasters, such as Canwest, enter into carriage agreementé with BDUs in order to disiribute
their specialty television channels to the public.

41. As of February/March 2009, approximately 11.1 million Canadian households
subscribed to cable or satellite television services. Of those 11.1 million Canadians,

approximately 32% or 3.6 million subscribers teceived analog television services and
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apprbiimately 68%:or 7.5 million subscribers received digitél'-t§1e\dsion sefvices via digital set-
top boxes provided by their BDUs.

42, - As of August 31 2009 ‘there were approxmately 158 specialty television

channels avallable in Canada, mcludmg ‘approximately 50 analog and 108 digital telewsmn
‘channels. '

il Regulatory Environment
43. Canadian television broadcastmg, mcludmg both free-to-axr and: speclalty

television broadcastmg, is regulated pnnclpally by the Broadcasting Act (Canada), 1991, c.11
(the “Broadcastmg Act™) and the regulations made thereunder. The Canadian Radio-television
and Telecommunications Commission (“CRTC”) administers the Broadcasting -Act, grants and
reviews televisibn broadcasﬁng ‘licences and approves certain changes in corporate ownership
and control In addition, the CRTC establishes and oversees compliance W1th regulatwns and

' policies concerning television broadcastmg, including various programmmg requuemenis

44, Typically, the CRTC issues television licences for terms of up to seven years. All. .

television licences are sub] ect o certam condmons, including minimum Canadian content
requirements. The current free-to-air television licence renewals have been shortened to one-year
transitional licences, given the economic environment and the uncertainty surrounding the future

of the current free-to-air televi§ion business model in Canada.

45. Under the Broadcasting Act, the CRTC is authoriZe& to issue, amend, rencw,

suspend or revoke television licences. The CRTC will only issue, amend or renew television

licences to eligible “Canadian” entities. A oorporation is deemed to be a “Canadian” entity if:
(a) it is incorporated or continued under the laws of Canada or a provmce thereof; (b) its chief
executive officer is a resident Canadian; (c) not less than 80% of its directors are resident
Canadians; (d) Canadian persons beneficially own and control not less than 80% of its issued and
outstanding voting shares and not less than 80% of the votes attached to those shares; and (¢) itis
not otherwise effectively controlled by non-Canadian persons.

46. If a television licensee is a subsidiary corporation, its parent cqrporaﬁon must also
be iucorporéted ot continned under the laws of Canada or a province thereof, and Canadian
persons must beneficially own and.control not less than 66 2/3 % of its issued and outstanding
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votmg shares and not less than 66 2/3 % of the votes attached to those shares In adchtlon, unless

Canad1an persons own and confrol not less than 80% of the 1ssued and outstandmg voting shares

and not less than 80% of the votes of the parent corporatlon, and unless its clnef executwe officer -

and 80% of its duectors are res1dent Canad1ans, neither the pareni' corporaﬁon, nor its dlrectors,

may exerclse any control or mﬂuence over any programmmg decisions of the CRTC-hcensed
subsidiary. )

47. - The CRTC simjlarly m:iposes restri_o'_tions on the transfer of ownership and control

of television licences.” A holder of a televisiOn licehce must obtain approval from the CRTC
pnor to any act, agreement or transaction that du'ecﬂy or indirectly would resulf i in a material
change in ownersth or effective control of the licensee, or of a person Who has, d1rectly or

indirectly, effective control of the licensee. Transferees of ownership or control of a licensee -

. must demonstrate fo the CRTC that the transfer is in the public interest.

iii. Ovewlew of Canwest’s Telev:swn Business

48. Canwest is one of the largest owners and opetators of commerc1a1 free-to-air

_ television stations and specialty television channels in Canada. Canwest’s telewsmn broadcast

busmess is noﬁonally divided between the Canadian Television Segment (as deﬁned below) and

o the CW Media Segment (as defined below)

, (a) Canadian Television Segment :
49, Canwest’s Canadian television segment consists of the following television

stations and specialty channels (collectively, the “Canadian Television Segment™):

(@) 12 free-to-air television stations which are wholly-owned and operated by CTLP
Whlch comprise the Global Television Network;

b three subscription-based speclalty television channels which are wholly-owned
and operated by CTLP (DejaView, Movzesze and Fox Sports World)
(collectively, the “CMI Owned Specialty Channels™);

(¢©) two subscription-based specialty television channels which are partially-owned
and operated by CTLP (T¥iropolis, Mystery TV); and’ '

48



g5

" (d) one subscnptlon-based speclalty telev1s1on channel whlch is partlally-owned but
not opetated by CTLP (MenTV) '

The CMI Owned Specialfy Chénnelé are included amorig the.businesses seeking relief in this
CCAA proceeding. Conversely, ‘the tbree above-noted subscr1pt10n-based specialty television

channels which ate not wholly-owned by CTLP (namely TVtropolis, MysteryTV and MenT¥V) ate
not part of this CCA A proceeding,

50. Untll recently, CTLP Was also the owner of ﬁve free-to-air television stauons
whlch @perated under the E/ brand (the “E! Stations”). The E! Stations delivered K/ l-branded
entertamment programming and targeted a younger audience than did the Global Television
Network. After engaging in a comprehensive sales and markeung process with the assistance of
RBC Capital Markets, Canwest’s financial advisor, on August 31, 2009, CTLP completed the
sale of two of the five E! Stations (CHCH-TV in Hamilton and CJNT-TV in Montreal) to Channel
Zero Inc. (“Channel Zero™), and permanently closed a third E! Station (CHCA-TV in Red Deer)
after concluding that there were no viable options for that station. The foutth E! Station (CHBC--
TV in Kelowna) was rebranded into a Global Television Netmrlé affiliate effective September 1,
' 2009. ‘On September- 4, 2009, Canwest Global announced that CTLP had entered into an
agreement to sell the.remaiﬁing E! ‘Station (CHEK-TV in Victoria) to a local investor group.

” 51. The Global Television Network broadcasts to( the major metropolitan areas in
Canada, including Toronto/Hamilton, Montreal, Vancouver/V 1ctor1a, Kelowna, Ottawa, Calgary,
Edmonton, Quebec City, Halifax, Regina, Saskatoon and Winnipeg. It is estimated that the
'Global Television Network reaches approxmately 32.2 million individuals (which ‘comprise
approximately 98% of the total Canadian television audience). In each of the markets in which it
operates, the Global Television Network ranked second in its extended market area for the Spring
2009 ratings season with audience shares renging from 4.3% to 9.3%.

52. The Global Television Network broadcasts many of the most popular television
programs in Cenada. Among the many “hif” shows in its current program schedule are
established programs such as House, Lie to Me, Survivor, Heroes, The Simpsons, Family Guy,
The Office, NCIS, Brothers and Sisters, 24, and Bones. The Global Television Network also
 broadcasts wotld class sporting events such as the Masters Golf Tournament, the PGA Tour, and
the Wimbledon Tennis Championships and produces and broadcasts Global National, Canada’s
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‘only dinner-hour nauonal newscast, Glabal Natzonal s base of operatwns isin Ottawa, Oritario.
The Global Televzszon Network s headquarters is Iocated n Toronto Ontano

53.-. Substanﬁally all of the non-CanadJan produced telewsmn programnnng nghts
" acquired for broadcast on statmns held m the Canadlan Telev1s1on Segment have been purchased

by either CMI (pnor to January 1 2009) or CTLP (smce J anuary 1, 2009) Programmng rights :

are purchased fioth major television studms, dlstnbutors and other suppliers in the United States

(or their related Canadian entities), such as, among others, Sony Pictures Telewsxon Canada (a ‘

branch of Columbla Pictures Industries, Inc.), Twentieth Century Fox/Incendo Telev1s1on
D1str1butlon Inc. (as agent for Twenticth Century Fox Film Corporatton, carrying on business in
Canada as 'I\ventleth Century Fox Television Canada), and CBS International Television Canada
- (a division of CBS Canads Holdings Co). As at January 1, 2009, all programming rights

previously acquired by CMI were assigned by CMI to CTLP pursuant to the transactions .

contemplated by the shareholdérs agreement with Goldman Sachs that governs CW Investments.

54, . By purchasing exclusive Canadian broadcasting rights to non-Canadian produced
. programming, Canwest is able to control the distribution and exhibition of those progr‘amé in
Canada. Programming is oftén purchased for exhibition on multiple media platforms, iﬁcluding
telebast rights for Canwest’s analog and digital specialty television channels as well as its free-
to-air television stations. Some of Canwest’s programming agreements. with the maJor u.s.
television studios and distributors are for mulu-year program supply. These programmmg
agreements (called, amongst other things, “output™ agreements) generally require suppliers to
provide, and Canwest to buy, pre-agreed amounts of programming over one or more years. First-
run foreign programming (mostly U.S. broadcast network primetinie programming) is purchased
and/or selected principally in May of each year with payment due when the shows are broadcast
on a U.S. broadcast network and within 30 days of receipt of invoice.

55. In addition to first run television programming, CTLP also pﬁrchases strips (also
known as “reruns’) ﬁ'om many of the same U.S. distributors or their related Canadian affiliates.
Strips ate available in respect of television series that have aired for several seasons. Payments
are made over mﬁiﬁple years commencing with the start of the term. Movies are also purchased
from cettain of the U.S. distributors through “output” deals. Pricgs are determined by box-office
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revenue for blockbuster h,rts, and at negotrated prices for non-blockbuster trtles Payment is
generally made in quarterly mstalments over two to three year perrods

56. . As’ opposed to first run foreign programmng, Canadran—produced televrsron
programrmng is either commrssroned by CTLP for productron from outside producers produced

mternally in the case of news programmmg, or aequlred aﬁer production; whether drrectly from

producers or drstrrbutors or as part of an exrstmg lrbraryr Acqurred Canadian television program A' .
nghts are typ1cally paid for in equal quarterly mstallments commencing when CTLP takes '

dehvery of the program. In the case of commissioned progfams (i.e., those originally produced
programs Where CTLP works wrth the program ] producer to" create the television program),
CTLP typically pays a program l1cence fee in accordance with a standard templated payment“
schedule that matches payment installments with the producer’ s achrevement of specified

production and delivery m_rlestones; gen_erally with 85-95% of the payments made prior to~

corr'rpletion and .de]'ivery of the program. “The cost of internally;produced news programming is - |

incurred as the programming is made.

57. " The free-to-air television stations in the Canadian Television Segmenr derive their
revenue primarily from the sale of commercial air time to national, regional and local advertisers.

Demand for televrsron advertising is driven primarily by advertisers in the packaged goods,

- automotive, retail and entertainment industries and is strongly influenced by general economic
conditions. For fiscal 2008 (year-ended August 31, 2008), the CMI Entities derived
approximately 88% of the advertising revenue relating to its Canadian free-to-air television
stations from sales to national advertisers and the balance from sales to regional and local
advertisers. National sales are driven predominantly (94%) from Canwest’s national television
sales office in Toronto, Ontario. All national rates, sales policies and guideﬁnes are managed
from this office. The CMI Owned Specialty Channels derive—their reyenue from a combination of
the sale of national advcrtising airtime and suBscriber fees. Subscriber fee revenue is received
'ﬁom the BDUs pursuant to carriage agreements and recorded monthly based upon subsctiber

levels.

(b) CW Media Segment

58. The other segment in Canwest’s television busmess is comprised of a portfolio of

17 specialty television channels which were acqmred jointly with Goldman Sachs from Alliance
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| Aﬂantls in August 2007 (heremafter CW Medl or the “CW Medla Segment”) In partlcular, 3 |

“the CW Medla Segment cons1sts of (1) 13 wholly—owned and partlally-owned speclalty
televxsmn channels that are’ operated by CW Investments and its subsidiaries . (mcludmg

. Showcase, Slice; HGTV Canada Hz.s'tory Televzszon and Food Network Canada), and (ii) 4 other ]

speclalty telev1s1on channels in which CW Invesiments has 50% or lesser ownershlp interests

and doés not operate (consisting of Historia, Series +, DUSK (ﬁ)rmerly Screarn) and Oné: the
. Bocly, Mind and szrzt Channel) '

T 59, Until reoenﬂy, CMI held its mterest in CW Investments consxsimg of a 67%
voting interest and a 35% ‘equity mterest, d1rect1y through its 100% ownershlp interest in

4414616 Canada Inc. (“441_4616 _Canada”). On or about Oc‘sober 5, 2009, the.shares of CW

Investments held by 4414616 Canada were distributed to CMI pursuant to a liquidation and
dissolution of 4414616 Canada. Goldman Sachs holds the remaining 33% voting interest and

65% equity interest in CW Investments., Neither CW Investments nor any of its subsidiaries are-

Applicarits in this CCAA proceeding, nor is a stay sought in respect of any of those entities.

60. - © As discussed in greater detail below, subject to reguldtory approval and prior

contractual restrictions, Canwest has committed to Goldman Sachs that it will use commercially

reasonable efforts to combine the Canadian Television Segment with the CW Media Segment

(together being the “Combined Operations™) in 2011. In 2011, Canwest’s ownership inferest in |

the Combined Operations is to be determined based upon a formula which will be derived from
the segmented operating profit of the Combined Operations at the time of combination less the

indebtedness of the CW Media Segment at that time. Goldman Sachs’ share will be determined
| based upon a specified rate of return which vaties based on the segmented operating profit of the
Combined Operations. - '

B. PUBLISHING BUSINESS
61. Canwest, principally through its subsidiary the Limited Partnersh:lp, owns,

operates and publishes ten major metropolitan daily newspapers (nine broadsheets and one
tabloid), two small market daily newspapers (broadsheets), 22 non-daily newspapers anc} certain

community newspapers. The average age of Canwest’s daily newspapers is 125 years.
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62, The Lumted Partnersh1p also owns and operates over 80 Webs1tes, mcludmg the
web portal canada com, FPmﬁ)mart ¢ and FP DataGroup, in addltlon to certain other mternet
and dlgltal online’ operatlons Canwest’s onlme opera’nons are used inter alia, to leverage

Canwest’s entertamment, news atid echtonal content across multlple medla platfonns

63. ‘Inelu.ded in CanWest’ s oYeraII._ptiblishi_ng b'usi_nes's, but not 'owne_d or operated by

the Limited Partnership or any of the other LP Eﬂﬁﬁes, is the National Post‘Company, which -

publishes the National Post, one of Canada’s two nafiofial daily newspapers.  The Natiorial Post
Company is a general p’axtnefship with units held by CM'Ivanc‘l.Naﬁonal Post Holdings.

64. As a national newspaper,. the National Post is seEOnd inits hxarket position to The
Globe and Mail. Nadbank 2008 estimated that the National Post average weekly readership was

A epproximately 1.1 million people. In Toronto, the National Post also competes with the Toronto
Star and the Toronto Sun. The National Post is printed at Canwest’s faeilities in Ottawa, Calgary
and Montreal, and by third-party prmtmg contiactors in Toronto and Vancouver.

65. The National Post Company and National Post Holdings are the only entities in
Canwest’s newspaper and online publishing business that are guarantors under the 8% Semor
Subordmated Notes and the CIT Facility and are therefore included in this CCAA proceeding.

THE FINANCIAL POSITION OF CANWEST
66. © Canwest Global reports its financial results on a consolidated basis. Canwest

Global released Canwest’s inferim consolidated financial statements for the three and nine
months ended May 31, 2009 (“Q32009”) (with comparables for the same period in fiscal 2008)
on July 10, 2009 (the “Q3 2009 Report™). A copy of the Q3 2009 Report is attached as Exhibit
“B” to this Affidavit. A copy of Canwest’s audited consolidated financial statements for the
ﬁscal year-ended August 31, 2008 is attached as Exhibit “C” to this Affidavit.

A. Assefs
67. As at May 31, 2009, Canwest Global had total consolidated assets with a net book

value of $4.855 billion (decreased from $6.515 billion as at August 31, 2008) (unless specified
otherwise, all amounts noted herein are in Canadian dollars). This included consolidated current
assets of $1.103 billion and consolidated non-current assets of $3.752 billion.
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A Current Assets

68.. ©  Asat May. 31 2009, Canwest Global’s consohdated current assets consisted of -
the follmiz;'ng : " '

) Cash and cash equwalents $118 997 000

o Restnc’oed cash - $46,918,; 000

. Accounts receivable - $549 960,000

s Inventory $8,177, 000

o Investment in broadcast rights . $324,487,000 : o _ T

o Future income taxes - §1 5,667,000 | | “

) | Other current assets - $38 916,000

69. Broadcast rights represent the right to exhibit various forms of telewsmn
programming. In accordance with its accounting policy, Canwest Global amortlzes its-
investment in broadcast rights over the programs’ anticipated periods of use. As such, the portlon
of Canwest Global’s investment in broadcast nghts which it ant1c1pates will be broadcast over
the succeeding 12 months is recorded as a current asset and the remammng portion is recorded as

a non-current asset.

-

70. As at May 31, 2009, the restricted cash held- inaccounts (the “Collateral

Accounis”) at BNS totalled approximately $46.9 million. Currently, the only restricted cash in
the BNS Collateral Accounts consists of $2.5 million to- secure BNS against any unfunded
obligations related to its provision of banking and cash management services to CMI (discussed

below under “The Cash Management System”). The draft Initial Order provides that the'

Collateral Accounts shall, while any cash management obligations to BNS remain, not form part
of the “CMI Property” as defined in the draft Initial Order and shall be excluded from the Court-
ordered charges proposed to be created by the Initial Order. |

ii. Non-Current Assets
71. As at May 31, 2009, Canwest Global’s consolidated non-current assets consisted

of the following:
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. | ‘Other mvestments $8 983 OOO
o Tnvestment in broadcast rights - $208 913 000
. Propex’cy and equlpment - $655, 011,000 -+
o Future income takes - $230 573 ,000
. Other assets - $32,398,000

. htangible assets - $1 479 640,000
. Goodwﬂl $1 136 692 000

72. With respect to property and eqmpment, Canwest Global held the following
consolidated long—term assets as at-May 31, 2009:

and | 00 | I $59.277,000 |
[ Buildings $211,086,000 | $63,436,000 | _ $147,850,000
Machinery and equipment $929,737,000 §514,144,000 | $415,593,000
Teaschold and land improvements §55334,000|  $23,043000|  $32,291,000
TOTAL | $1,255,634000 | $600,623,000 | 655,011,000
73. As at May 31, 2009, the net book value of property and equipment located in .

Canada was $568,857,000 and in Australia was $86,154,000,

74. Iﬁtangible assets consisted primarily of assets which have indefinite lives. They |

included broadcasting licences, site licences, newspaper mastheads, brands, circulation lists, and

subsctiber and customer relationships.

75. As at May 31, 2009, goodwill (the portion of the book value of the company not
directly attributable to its otherwise identifiable assets) consisted of the following:
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Televxsmn Canadlan Telewsxon Segment - — _ —
Telewsmn CW Medla Segment ~ SRR ':, 1 $477.‘5.47 000
Telev1s1on Austraha o ;:' " 4 S ) $30 752 000
‘ Out—of-Home—Austraha T N ' | $86 774 000
TOTAL . . R $1136,692000

'B. Llablhtles

76. As at May 31, 2009, Canwest Global had total consolidated liabilities of $5.846

billion (decreased from approximately $5.948 billion as at Avugust 31, 2008). These liabilities
consisted of consolidated current liabilities of $3.217 billion and consolidated non-current
liabilities of $2.629 billion.

1. Current Liabilities

77. . As at May 31, 2009, Canwest Global’s consolidated current labilities mcluded -

the following:

o Accounits payable and Accrued labilities - $600,437,000
. Income taxes payable - $28,839,000
Te Broadcast rights ﬁayablé - $139,320,600
-o Deferred Revenue - $39,789,000
. Future income taxes - $49,338,000

. Current portmn of long-term debt and obligations under capital leases -
$2,339,337,000

) Current portion of hedging derivative instruments - $20,269,000

78. The current portion of long?tenn debt consisted of the debt obligations of the CMI
Entities and the LP Entities. As described herein, as at May 31, 2009, CMI was a party to the
CIT Facility and the Note Purchase Agreement, both of which matured within 12 months. CMI
was also in default of the 8% Senior Subordinated Notes. The Limited Partnership was in default
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of: 1ts semor secured credrt facrhtres and semor subordmated credit faclhty, whrch defaults

resulted ina default under 1ts note mdenture, perrmttmg the lenders under those facrhtres and/or

the holders of the lelted Partnershrp 59.25% semor subordmated notes to take steps to demand' .
lmmedrate payment of those debts As a result, an aggrégate principal amount of $2 334 brlhon
of mdebtedness ($954 m11110n for CMI and $1 38 bllhon for the Limited Partnershlp) Was due '

w1thm oné year and accordmgly was categonzed as “currént” for accountmg purposes

Non-Current Llabllltles

79. - As of May 31 2009 Canwest Global’s - consolidated non-current. Habilities

consisted of the followmg

o Long-term debt - $1,359,849,000
e - Hedging derivative instruments - $83',456,ooo
e Derivative instruments - $16,004,000
e Ol:;ligations under capital leases - $3,950,000
e Other long-term liabilities - $188,534,000 |
. Future income taxes - $147,285,006 ' ES
o Deforred gain - $164,727,000 -
o Puttable interest in a suBsidia_ry £ $604,422,000

. Minority interest - $60,613,000

80. Canwest's “puttable interest in a subsidiary” reflects the carrying amount
according to Generally Accepted Accounting Principles for certain put and call options that have

been agreed to by CMI and Goldman Sachs with respect to Goldman Sachs’ interest in the
‘common shares of CW Investments. The put and call options are designed to allow Goldman
Sachs to exit from its investment in CW Investments and are exercisable in 2011, 2012 and 2013,
subject to certain contractual restrictions.

81. Specifically, in each 0f 2011, 2012 and 2013, CMI will have the right to purchase
(or at its option, it may cause CW Investments to purchase) up to 100% of Goldman Sachs’
interest in CW Tnvestments (determined based upon a formula which varies based upon the
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adjusted operatmg prof it of the Combmed Operanons at that tnne, Iess cw Medxa Segment’ '

A ﬁnanc1al mdebtedness at that t1me), subject to CwW Investments remammg below a speclﬁed
maxitoum consohdated Ieverage ratlo 1f less than 100% of the Goldman Sachs mterest is
acqmred by CW Investments (the “call ngh ”) In the event that CMI does not exerc1se the calI

right w1th respect to at least 50% of Goldman Sachs’ Interest in 2011 Goldman Sachs w111 have
the r1ght to .require cwW Investments to acquire interests, whmh, together with any inferests

"‘"'purchased pursuant 0. CM[’s call right in 2011 would equal up to 50% of Goldman Sachs’r

mterest subject- to CW Investments remaining below a spec1ﬁed maximum, consohdated ,

leverage ratio (the “put right”). If, because of this maxmlmn leverage ratm, Cw Investments is
" “unable to purchase all of the mterests that Goldman Sachs elects to sell pursuant to this put nght
“in 2011, Goldman Sachs will have the right to requlre CW Investments to acquire any such
remaim'ng interests (referred to as the “put shortfall shares”)-in 2012, subject to CW
Investments remaining below a specified maximum consohdated leverage ratio. Finally,
Goldman Sachs will have a further put nght to requ1re CW' Investments to purchase any
remaining interests that it holds. (mel i
CW Investments being ﬁn

any remammg put shortfall shares) in 2013, subject to

ally:eble to pnrchase such interest.

- 82. In addmon, in the event that CMI or CW Investments has not acquired 100% of
the Goldman Sachs” interest by the expiry date of the last put-nght in 2013, then Goldrhan Sachs
will be entitled to sell all of the shares of CW Investmenfs, snbject to a right of ﬁxst offer i in
favour of CMI, failing which Goldman Sachs will have the nght to require CW Investments to
effect an initial public offering of CW Investments in respect of its shares in' order to eﬁ'ect its

exit.

C. Revenues ,
83. Canwest has been experiencing deteriorating financial results over the past several

months. For the nine months ended May 31, 2009, Canwest Global’s consolidated revenues
decreased by $163 million, or 7%, to $2.243 billion as compared to $2.406 billion for the same
period in fiscal 2008. Consolidated revenues for the nine months ended May 31, 2008 did not
include revenues from the CW Media Segment for September 1, 2007 to Decémber 31, 2007, the
period during which it was ‘equity accounted, pending the CRTC approval of the transfer of
offective control of the assets that were acquired from Alliance Atlantis in August 2007. On a
“same store” basis (i.e., including the operations of the CW Media Segment), consolidated
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revenues decreased by $272 million or - 11% Canwest Global’s consohdated operatmg mcome '
before amoruzatron decreased by $209 mﬂ.hon, or 42%, to’ $285 mxlhon for the nine months

ended May 31 2009 as compared to $494 nillion for the same penod m ﬁseal 2008, On a
“same store” bas1s (e mcludmg the operauons of the cw Medra Segment), operating income
before amortlzatlon decreased by $253 mﬂhon, or 47%. For thie- nitie months ended May 31,

2009, Canwest Global reported a consohdated net loss of §1 57 8 billion, or & loss of $8.89 per

share, compared toa consohdated net loss of $22 m11hon, or $0. 12 per share, for the samé penod
in fiscal 2008

84. : "With respecr to Canwest Global’s most recent Q3 2009 cohso]jdated financial
results (z e., three months: ended May 31, 2009), consolidated revenues decreased by $119 -

million, or 14%, : ﬁ'om $846 m11110n in Q3 2008 to $727 million in the same penod in fiscal-2009.
Consolidated operating mcome before amortization declined by 63% from $178 million in Q3

2008 to $66 million i in Q3 2009. Canwest suffered a consolidated net loss of $110 milltion in Q3

2009 as “compared to a consolidated net loss of $28 million in Q3 2008. This quarterly
'consohdaied net loss amounted to $0.62 per share as compared to a year-earlier loss of $0.16 per
shate.

85. During the three months ended May 31, 2009, Canwest Global recorded an
- impairment charge of $247 million for goodwill in its publishing business. During the nine

months ended May 31, 2009, CanWest Global recorded a goodwill impairment char_ge of $1.158 -

billion. The impairment charge was primarily dve to an impairment of goodwill in Canwest’s
puldlishing ($1.142 billion) business due fo lower future profit expectations as a result of the
curtent outlook for the advertising market for these operations. In addition, Canwest Global
recorded other impairment charges of $99 million for mastheads in its publishing business and
$86 million for broadcast licences in the Canadian Television Segment. The goodwill
impairment charges are a preliminary assessment that will be finalized in Canwest Global’s
fiscal 2009 year-end financial statements. As a result, the goodwill impairment could change
and the change could be material.

86. With respect to the CMI Entities in particular, CMI reported that revenues for its
Canadian television operations decreased by $8 million, or 4%, to $175 million during Q3 2009,
as compared to $183 miltion for the same period in fiscal 2008. This reflected a 5% decline in
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ﬁ:ee—to-an: telev1s1on advemsmg revenue resultmg from the current economm downtum

. Operatmg proﬁt il Q3 2009 Was $21 mllhon, as compared to $39 mﬂhon in the same penod of
the 1 prev1ous fiscal year.
-D. Secured Debt and Credlt Facllltles

87. - . As more fu]ly descnbed below, as at May ‘31, 2009, the CMI Ent1t1es had
mdebtedness (excludmg accrued and unpaid mterest) totallmg apprommately $954 million:

2005,
Credit - -
Facility**

2% Semdor |~ 2010 |- US$93,939,000 U5§93,959,000, 96,792,000 | . .
| Secured : : oo
Notes

CIT Faiity~ | 2009 $75,000,000 $16,121,000 | $16,121,000 -
revolver :

8% Senior 2012 | US$761,054,000 US$761,054,000 | - $841,209,00b . $828,755,000
Subordinated ’ s :

Notes : S A

TOTAL . T $954,122,000 | . $825,755,000

*  reflects the effect of debt issuance costs.and certain fair value and hedging adjustments

" #x g described below, all amounts owmg under the 2005 Credit Faomty were repaid by CMI -
on May 22, 2009. »

88. | By way of background, as at May 31, 2009, the other subsidiaries of Canwest
Global W]:uch are not Apphcants in this CCAA proceeding had short-term and long-term
indebtedness totalhng approximately $2.742 billion. This consisted of short—term and long-term
indebtedness at (i) the Limited Partnership totalling approximately $1.377 bﬂhon, (if) CW Media
totalling approximately $829 million; and (jii) Ten Holdings totalling approximately $536
miltion.

89. As of the date of this Affidavit and after the application of the Ten Proceeds in
accordance with the Cash Collateral and Consent Agreement, there are: (i) no amounts owing
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under the 12% Secured Notes, (11) no amounts owmg under the CIT Facrhty, other than
outstanding Ietters of credit in the amount of approxrmately $10 7 mrllron, (iii) US$393,197, 106

principal amount owing. under the 8% Semor Subordmated Notes, and (1v) US$30 4 mﬂhon :

interest payment due September 15 2009 owmg under the 8% Senior Subordmated Notes.-

i. The 2005 CMI Credlt Faclhty :
90. " . As noted above, vntil recently, CMI was-a party to a credit agreement (executed

in October 2005) with a syndrcate of lenders, BNS ‘as Adm.rmstratrve Agent, and certain
guarantors, whrch mrtlally provrded CMI Wrth access to a revolving credit facrhty of up to $500
million (the “2005 CMI Credit Facility”). In early 2009, availability under the 2005 CMI Credit
. Facility was permanently reduced to $112 million.

91. In the first quarter of ﬁsca1‘2009, CMI announced that it may not be able to
comply with certain of the financial covenants contained in the 2005 CMI Credit Facility. On

February 2, 2009, Canwest Global announced that the Administrative Agent, on behalf of the ﬂ

syndicate of lenders, had agreed to waive certam borrowmg conditions under the 2005 M1
Credit Facility until February 27, 2009. The waiver was extended on six segarate occasions.

92. As described below, in-May 2009, CMI entered into an agreement with certain
members of the Ad Hoc Committee Wherem CMI and CTLP agreed to issue the 12% Secured
Not_es to the 12% Secured Notes Purchasers for an aggregate purchase pnce of $100 million.
CMI also entered into the CIT Facility. CMI used the proceeds from the issue and sale of the
12% Secured Notes and from the CIT Facility, to, among other things, repay its then current
senior lenders-all amounts owing under the 2005 CMI Credit Facility and to settle certain related

foreign currency and interest rate swap obligations.

il 8% Senior Subordinated Notes
93. CMI (through its predecessor 3815668 Canada Inc.) isa party to a trust indenture,

(as amended and supplemented, the “CMI Indenture”) dated as of November 18, 2004 with
certain guarantors (the “CMI Indenture Guarantors”) and The Bank of New York (now The
Bank of New Yotk Mellon) as Indenture Trustee in connection with the issuance of the 8%
Senior Subordinated Notes in an aggregate principal amount of US$761,054,211. The 8%
Senior Subordinated Notes bear interest of 8% (paid semi-annually) and mature in September
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20 12. The 8% Semor Subordmated Notes can be redeemed at par at CMP’s optwn on of after '

| ‘ September 15 2011 and have been guaranteed by the CMI Indenture Guarantors (wh1ch mclude
all of the CMI Ent1t1es other than Canwest Global and 30109 LLC (“30109")) A hst of the

CMI Indenturé Gruarantors is attached ds Exhlblt “D” 1o tb13 Afﬁdawt Of the CMI Indentme o
Guarantors, CMIH and Canwest Treland Nominee Lmnted are not Applicants in this CCAA .

'proceedmg _ ' - , .-

9%, Upon signing the CMI Indenturs, CMI entered into a foreign currency and inferest
" rate swap (the “CMI Foreign Currency and Inferest Rate Swap”) in the amount of US$761

million until September 2012 resulting ina ﬁxed'cﬁr;eﬁcy'eXchange rate of US$1:$1.1932 and a

floating - initetest tate based-'tlpon 90-day banker’s afcceptance rates from time to time plus a
margin. In June 2008, CMI amended the CMI Foreign Currency and Interest Rate Swap
resulting in a floating tnterest rate based upon 90-day banker’s acceptance rates plus a margin on
a notional amount of US$601 million and a fixed interest tate of 7.9% on a notional amount of
US$160 million. The CMI Foreign Currency and Tnferest Rate Swap was unwound on March 9,

12009, realizing net proceeds in the amounit of apprommately $105 million, which. were used, in

part, to reduce then outstanding amounts owing under the 2005 CMI Credit Facility. As aresult, .

" the 8% Senior Subordmated Notes are no longer hedged against forelgn currency fluctuations

and have reverted toa ﬁxed rate of interest of 8% per annum.

95 The 8% Senior Subordinated Notes are unsecured obligations of CMI and the
CMI Indenture Guarantors. They are expressly subordinated to all Senior Indebtedness (as

defined in the CMI Indenture) of CMI and the CMI Indenture Guarantors, which would include

Tndebtedness (as defined in the CMI Indentute) under the CIT Facility, all hedging obligations of
CMI and the CMI Indenture Guarantors, all reimbursement oi)ligation's of CMI and the CMI
Indenture Guarantors in respect of amounts paid under letters of credit, banker’s acceptances, or
other similar instruments, and any other Indebtedness that does not by its terms provide that such
tjndebtedness is to rank pari passu with, or subordinate to, the 8% Senior Subordinated Notes.

The 8% Senior Subordinated Notes rank pari passu to all other Indebtedness of CMI that does |

not constitute Senior Indebtedness.

96. An event of default under the CMI Indenture occurs when CMI or any Significant
Subsidiary (as such term is defined in Rule 1-02(w) of Regulation S-X under the US. Securities
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Act of 1 933) commences a voluntary insolvency proceedmg Consequently, the commencement .

of this CCAA proceedmg constitutes an event of default under the cMI Indenmre Absent a stay

of proceedmgs, the result of ﬂ]lS event of default is stated to be that all prmc1pa1 premxum, if
any, and mterest now outstandmg W1th respect ta the 8% Semor Subordmated thes would be :

due and payable 1mmed1ate1y W1thout any declarauon or other act.

97. - - Under the_tenns of the CMI Indenture, CMI is requued to make interesfpayments
to the 8% Sem’of Subordinated Noteholders twice annually. On March 11, 2009, Canwest Global
annovinced that CMI would not be making an. interest payment of approximately - US$30 4
million owing to the 8% Senior Subordmated Noteholders on Match 15, 2009. Under the terms
of the CMI hldenture CMI had a 30-day window to “cure” the default, fa11mg whlch the 8%
Senior Subordmated Noteholders would be entitled to take steps to demand payn:gent of the
principal amount of the outstanding notes,; totalling approximately US$761 million, pius unpaid

interest and default interest theteon.

98.- ~ On April 14, 2009, immediately before the “cure” peridd was to expire, CMI
entered into an extension agreement (the “Extension Agreement”) with 8% Senior Subordinated
Noteholders who are members of the Ad Hoc Committee. Under the terms of the Extension
Agtreement, the members of the Ad Hoc Committee agréed not to demand payment of the
principal amount of the outstanding 8% Senior Subotdinated Notes for a 7-day petiod ending on
April 21, 2009. Subsequent extension agreements were entered into by the pariies on April 22,

2009, May 5, 2009, May 19, 2009, June 15, 2009, June 30, 2009, July 17, 2009, July 31, 2009,

August 14, 2009, August 28, 2009, September 11, 2009 and September 23, 2009. The most
recent extension agreement (dated September 23, 2009) expires on the date by which a
vDeﬁnitive Agreement (as defined in the Cash Collateral and Consent Agreement) is required to
be entered into pursuant to the Cash Collateral and Consent Agreement and is attached (without
signature pages) as Bxhibit “E” to this Affidavit. '

99. CMI has also not made the interest payment of approximately US$30.4 million
which was due pursuant to the CMI Indenture on September 15, 2009. As set out herein, CMI
and the CMI Indenture Guarantors do not have sufficient liquidity to make such payment prior to
the expiry of the 30-day cure period. ' )
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100 Followmg the pubhc announcement of the sale of the Tenn Shares, CMI conducted g

a consent sohc1tatlon to solicit consents from the 8% Senior Subordmated Noteholders to amend
certam sectrons “of the CMI Indenture in order to permit. the sale of the Ten Shares and thie
apphcatron of the Ten Proceeds as set out in the Cash Collateral and Consent Agreement The:
reqursrte level, of approvai w1th respect to these matters under the CMI Indenture is 8% Senior
Subordmated Noteholders holdmg a majonty of the ptincipal amount of oufstanding 8% Senior

Subordinated Notes The members of the Ad Hoc Commlttee agreed in advance to prov1de therr .

consents so that the success of the consent solicitation Was assured The consent solicitation was
outstandmg for a period of fit ive business days and it concluded before the tune of settlement of
the sale of the Ten Shares. Upon receipt of the requisite consents, a tenth supplemental indentyte
to the CMI Indenture was executed to effect the amendments necessary to permit the sale of the
_ Ten Shates and the use of the Ter Proceeds as contemnlated in the Cash Collateral and Consent

Agreement. ‘ el

101. ' In order to facilitate the deposit of the apphcable Ten Proceeds to the Indenture
Trustee on behalf of the 8% Senior Subordinated Noteholders, the Ad Hoc Comm.tttee agreed to
deliver a notice of acceleration in respect of the 8% Semor Subordmated Notes and make a

demand for immediate repayment of all amounts owing. If was agreed in advance of the delivery

of the notice of acceleration that the acceleration would .be rescinded 1mme_d1ately after the -

deposit to the Indenture Trustee was complete. To that"end, a notice of acceleration was ‘

delivered to the Indenture Trustee effective October 1, 2009 and the aforementioned deposit was

made to the Indenture Trustee, on behalf of the 8% Semor Subordinated Noteholders, by CMIon -

the same day. After the deposrt was made, the acceleratlon was rescinded.

'102. Following the distribution of the Ten Proceeds in accordance with the Cash
Collateral and Consent Agreement, the outstanding rern'aining principal amount owing under the
8% Senior Subordinated Notes is US$393,197,106.

iii. The May 2009 Refinancing Transactions

, (a) The 12% Secured Notes
103. As noted above, CMI and CTLP entered into the Note Purchase Agreement with

the 12% Secured Notes Purchasers on May 20, 2009. The transactions contemplated by the Note
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' Purchase Agreement closed on May 22 2009 Pursuant to the terms of the Note Purchase -
Agreement CM[ and CTLP 1ssued the 12% Secured Notes (whlch at the time had a face value of -
the U. S dollar équivalent of" $105 mllhcn) for net proceeds of the U.S. dollar equlvalent of $100 -
mllhon (approxmately US$89 mﬂhon) The sub51d1ar1es of CMI who are guarantcrs under the |

cMI Indenture in addrtlon to Canwest Global and 30109, also guaranteed the cbhgatlons of.
CMI and CTLP u_nder the Note Purchase Agreement (the “CMI Secured Notes Guarantors?’).

The 12% Secured Notes bore interest at a rate of 12% per annum '

104. " The pro'ceeds from-the 12_"(3_ Secured Notes W‘ere used to (i) repay any outstanding :

obligations under the 2005 CMI Crcdit'Fecility, which. repayment included the replacement or
cash collaterahzatlon of any letters of credit 1ssued thereunder and the repayment of related
hedgmg obhgatxons, (ii) pay legal fees and expenses incurred in connec’uon with issuance of the
12% Secured Notes; (iii) provide cash collateral to BNS to be held in the Collateral Accounts in
connection with cash management obligations; and @iv) provrde for the CMI Enfities’ short~term
workmg capital liquidity needs and general operatmg expenses.

105. Among other things, CMI and CTLP agreed in the Note Purchase Agreement to
comply with eertain milestones in connection with a possible recapitalization transaction of the
CMI Entities within certain time frames. The milestones included the following time frames

(which dates were extended pursuant to the amending agreements):

(@  toreachan agree'rnent in principle with membess of the Ad Hoc Committee on or-
before October 6, 2009, putsuant to which such members agree to a restructuring
transaction that would address the treatment of the 8% Senior Subordinated

" Noteholders and other related matters; and

(b)  to execute and deliver a definitive restructuring agreement on or before October 6,
2009.

Failure to meet either of these deadlines would have resulted in an Event of Default (as defined
therein) under the Note Purchase Agreement.

106. As described below, all amounts owmg to the 12% Secutred Noteholders under the
12% Secured Notes were paid and satisfied following the sale of the Ten Shares and the

distribution of the Ten Proceeds in accordance with the Cash Collateral and Consent Agreement.
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(b) The CIT Faclllty

107. CMI entered into. a credfc agreement W1th CIT, thé same entities who- are

guarantors under the CMI Indenture, in addition to Canwest Global and 30109 (eollectlvely, the
“CIT Faclhty Guarantors” ) ‘and. certain’ lenders - from fime to time (the “CIT Facility
Lenders”) on May 22, 2009, as amended on June 15 2009, June 30, 2009, July 17, 2009 Tuly
31, 2009, August 14, 2009 August 28, 2009, September 11, 2009 and September 23, 2009 (the-
“CIT Credit Agreement”) The CIT Credit Agreement provides CMI with a revolving ABL

credit facility of up to $75 million, bears interest at prime rate or base rate plus an applicable’ |
margin and matures () on October 15, 2009, if the Restructuring Event Date (deﬁned as the date
on which CMI and the CIT Faclhty Guarantors apply for relief via an Imtlal Order under the

CCAA) has not occurred; and (b) if the Restructuring Bvent Date has- oecurred, the date which is
the earliest of (i) the date which is 12 months after the Reetrucfuring Event Date; (ii) the date on
_ which a plan of arrangement under the CCAA has been ixnplemented, having regard to all
nequisite CRTC approvals being in place; and (iii) the date of termination of the CIT Credit

Agreement. Availebility under the CIT Facility is calculated based upon the value of the assets -

that are included i the borrowing base set out in the CIT Credit Agreement. A copy of the CIT
[ Credlt Agreement and the amendments are attached (without schedules and signature pages) as
Exh1b1t “F” to this Affidavit.

108. Similar to-the Note Purchase Agreement, the CIT Credit Agreement provides that

CMI will complete certain milestones in connection with a possible recapitalization transaction

of the CMI Entities within certain time frames. It is an Event of Default (ae defined therein)e-if

any of the milestones are not achieved within the time frames contemplated. 'The milestones and
time frames required to be met in the CIT Credit Agreement ate substantlally similar to those set
out in the Note Purchase Agreement with some additional milestones set out in the CIT Credit

Agreement.

109. Subject to certain conditions set out in the CIT Credit Agreement, inclnding the
issuence of an Initial Order under the CCAA which is approved by the CIT Facility Lenders, the
CIT Facility will increase from up to $75 million to up to $100 million and will convert to a
debtor-in-possession facility in the event that CMI seeks relief under the CCAA. The amount of
the outstanding borrowings under the revolving CIT Facility fluctuates. As at October 1, 2009,
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pnor to the d1str1but1on of Ten Proceeds approxxmately $23 mﬂhon was owing under the CIT
Faclhty, excludmg letters of credlt in ‘the amount of approxmately $10 7 mﬂhon

110. -~ - The CIT Faclhty is secured by ﬁrst-prlonty perfected liens in all of the property,
asséts, and undertakmg of CMI and CTLP and the’ guarantors (mcludmg the CMI Entltles) of
such facﬂmes (the “CMI Collateral”) The securlty for the 2005 CMI Credit Facility gran’oed in.
favour of CIBC Mellon Trust Company (“CIBC Mellon™) (the “Exxstmg Securlty” ) mcludmg
under a General Secunty Agreement pursuant to an - Intercredltor and Coﬂateral Agency
Agreement dated October 13, 2005 (the “Collateral Agency Agreement”) setting out thi terms
of such agenoy for the benefit of the credxtors noted therem, is now held by CIBC Mellon to
secure the CIT Facility and the obligations nnder the Secured Intercompany Note. A copy of the
Collateral Agency A.greement made as of October 13, 2005 '(Without signature pages) is attached
as Exhibit “G” to this Affidavit, A copy of the Credit Conﬂrmation and Amendment to
Intercreditor and Collateral Agency Agreement dated as of May 22, 2009 (thhout s1gnature
pages) is attached as Exhibit “H” to this Affidavit,

11 1;-:. . CMI has also entered into a blocked account agreement with CIT, which provides

‘that all deposits of the CMI Entities subject to the CIT Credit Agreement-are deposited in - -

blocked accounts and at the end of each day, the amounts in these accounts are applied against
the amounts outstanding under the CIT Facility. This arrangement is d1scussed below under the
heading “Cash Management System” : '

112. As described below, all outstanding amounts owing under the CIT Facility
(excluding outstanding Ietters of credit in the amount of approximately $10.7 million) were
repaid following the sale of the Ten Shares and the distribution of the Ten Proceeds in
accordance with the Cash Collateral and Consent Agreement. In the event that this Honourable
Court grants the Initial Order, the CIT Facility increases to up to $100 million and converts to a
DIP Facility to be available to the CMI Entities. ; . 4

iv. The September 2009 Transactions

(a) Distribution of Ten Proceeds

113. The sale of the Ten Shares was announced in a news release dated September 23, -

2009, which is attached as Exhibit “I” to this Affidavit. As noted above, pursuant to the
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Underwntmg Agteement, the sale of the Ten Shares was effected ina block trade that ‘was
completed on. September 25 2009 settled on October 1, 2009 and resulted in the Ten Proceeds
. of approx:mately $634 mﬂhon accmmg to CMIH whlch owned the Ten Shires prior to then:
sale. CMI and the miembers of tbe Ad Hoc Commlttee (represenung apptoximately 72% of the
aggregate principal amount of the outstandmg 8% Senior Subordinated Notes, Whmh are
guaranteed by CMIH) executed the Cash Collateral and Consent Agreement on September 23,
2009 that, among other things, set out the manner in which CMIH would be permitted to' apply
‘the Ten Proceeds notwithstanding the 8% Semor Subordmated.l\}oteholders direct claim ‘a_gamst

CMIH for such proceeds on account of CMIHs guarantee of the 8% Senior Subordinated Notes.

114. I accordanee with the terms of the Cash Collateral and Consent Agreement, after
sattsfymg certain transactmnal costs assoctated with the sale of the Ten Shares, the net Ten
- Proceeds were loaned by CM]H to CMI in exchange for the Secured Intercompany Note and the
Unsecured Promissory Note. The Ten Proceeds advanced by CMIH to CMI under the Secured
Intercompany Note were applied as follows: (i) US$94,916,583 to repay in full all amounts
outstanding under the 12% Secured Notes; and (ii) $85 million to fund general liquidity and
operating costs of CMI, inCluding repaying the full balance outstandiﬁg under the CIT Facil‘itji of
approximately $23 million, excluding outstanding letters of credit in the amount of
approximately $10.7 million which are currently cash collateralized. The bala.nce of the Ten
Proceeds, US$399,625,199, was advanced by CMIH to CMI pursuant to the Unsecure_d
Promissory Note and then deposited by CMI with the 'Indentﬁre Trustee on account of eertam
outstanding interest and to reduce the principal outstanding under the 8% Senior Subordinated
Notes.

115. The Cash Collateral and Consent Agreement includes certain covenants of
Canwest with respect to reporting o the Ad Hoc Committee and various restrictive covenants,
including in respect of compliance with cash flow forecasts attached thereto. In addition, the
Cash Collateral and Corisent Agreement includes events of default similar to the covenants and
events of default set out in the Note Purchase Agreement in recognition of the fact that the
Consenting Noteholders are permitting $85 million of the Ten Proceeds to be used by the CMI
Entities for liquidity purposes, notwithstanding their direct claim against CMIH for such
proceeds on account of CMIE’s guarantee of the 8% Senior Subordinated Notes. A copy of the
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Cash Collateral and Consent Agreement is attached (Wlthout s1gnature pages) as Exh1b1t “ {0
this Afﬁdav1t. :

_— (b) The Secured lntercompany Note 4
.' ‘116. . The- Secured Intercompany Note 1ssued by CMI to CMII-I is m the amount of

o $187, 263 126 and bears mterest ata rate of 3% per annum, Wh1ch is payable in arrears on the

first anmversary date of the Secured Intercompany Note and each subsequent anmversary date

thereafter The Secured Infercompany Note has been gudranteed by the same parttes that :

. guaranteed the CIT Facility and the 12% Secured Notes other than CM]I—I A copy of the Secured
. Intercompany Note is attached (w1thout signatire pages) as Exhibit “K” to this Affidavit.

117. Under the terms of the Secured Intercompany Note, CMI has 'promised to pay
- CMIH, upon the earher of a demmand made by CMIH a.nd the date on whlch an “Event of.
Default” (as deﬁned therem) is declared under the Use of Cash Collateral Agreement, all
- amounts owing under the Secured Intercompany Note. In the event that CMI or one of the other
CMI Entities issues new equity for valuable consideration to a third party that is not an
“afﬁhate” CMI is required to make a repayment of the Secured Intercompany Note in an amount
equal to the lesser of.the “Principal Amount” (as defined therem) and the net proceeds raised
. through the issuance of such new equity.

118. The Secured Intercompany Note is secured by a perfected lien in all of the CMI
Collateral, including pursuant to the terms of the Existing Secutify granted in favour of CIBC
Mellon, but subject to the interests of CIT and the Revolving Credit Lenders (as defined therein)

on the terms set forth in the additional Credit Conﬁ_miatiou and Amendment to Intercreditor and -

Collateral Agency Agreement dated as of October 1, 2009. A copy of the Credit Confirmation
and Amendment to Infercreditor and Collateral Agency Agreement dated as of October 1, 2009
(without signature pages) is attached as Exhibit “L” to this Affidavit.

(c) The Unsecured Promissory Note
119. The Unsecured Promissory Note issued by CMI to CMIH in the amount of

$430,556,189 and bears interest at 3% per annum which is payable in arrears on the first
anniversary of the Unsecured Promissory Note and each subsequent anniversary date thereafter.
The Unsecured Promissory Note has been guaranteed by the same parties that guaranteed the
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CIT Facility and the 12% Secured Notes other than CM]H A copy of the Unsecured Promlssory |

Note is attached (without 31gnature pages) as E}dub1t “M” to tlus ' Affidavit..

120. Under the terms of the Unsecured Promissory Note 'CMI has promised to pay
CMIH, upon the eatlier of a demand made by CMIH and the date on which an “Event of-
Defaul ? (as defined therem) is declared under the Use of Cash Collateral Agteement, all
amounts qwing under the Unsecured Promlssory Note The obhgauons under the Unsecured

Promissory Note may not be prepa1d. ' S Lo

121, CMI has covenanted and agreed, and CMIH has agreed that the payment of all
amounts owmg under the Unsecured Promissory Note is expressly and irrevocably subordmated
and postponed in right of payment to the prior payment in full of alli amounts owing under the

_CIT Credit Agfgemenﬂ However, CMI is permitted to pay interest owing in arrears (as described
above) under the Unsecured Promissory Note.

122, In the event that any insolvency or bankruptey proceedings, or any receivership,
liquidation, reorganization or other similar proceeding relating to the CMI Entities are
commenced, including this CCAA prooeeding_, it is agreed that CIT will first be entitled to

receive payment in full of any amounts owing under the CIT Facility before CMIH is entitled to
| receive any payment or distribution of any kind, which may be payable of deliverable in respect

of the amounts owing under the Unsecured Promissory Note:

E. Dlstnbutlons

123. CMI had historically received distributions from the Limited Partnersh1p and Ten
Holdings. Distributions from the Limited Partnership were h1stoncadly ‘made monthly and

distributions from Ten Holdings were historically made semi-annually in January and July of
each year. In the first four months of fiscal 2009, CMI received $45 million in distributions from
the Limited Partnership and in January 2009, Ten Holdings distributed the Australian dollar
equivalent of $9 million to CMIL However, based upon the current defanlted status of the
Limited Partnership’s secured and subordinated credit facilities, CMI does not expect to receive
any further distributions for the Limited Partnership for the foreseeable future and, as a result of
the sale of the Ten Shares, CMI will not receive any further distributions from Ten Holdings.
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EMPLO YEES : :
124. As noted above, as of October 1 2009 Canwest employed apprommately 7 400

FTEs employees around the World Of that number ‘the CMI Enfities; employed approxmately
1,700° FTE employees, w1th approxnnately 850 FTE employees located in. Ontario. As

- employees of 2 federally regulated entlty, the employees in Canwest’s Canadian television:
‘broadcastmg buemess are subject to the prov1s1ons of the Canada Labour Code. .

125. . Over 50% of the employees in the Canadian Television Segmeot' are unionized

and are em'ployed under a total of 12 collective agreements. None of the approxindately-ZSO
| employees of ‘the' National Post Company are_unioniied. Eleven of the 12 Canadian television
collective agreements are liegotiat'ec_l,_with the Communications, Energy and Pe.peraworkere

Union of Canada (“CEP”). These 11 collective agreements are all in expired status. On

November 6, 2007, the Canadian Industrial Relations Board (“CIRB”) amalgamated these 11 ‘

bargaining units into three new geog_raphicél“bai'gaining units: British Columbia (Vancouver and
Kelowna), Alberta (Calgary, Edmonton and Lethbridge) and Eastern Canada (Saskatoon to
Hal:fax) New collective agreements have not been concluded for any of these three bargaining
units. The other Canadian television ba:rgammg unit is at CKMI-TV in Montreal and is
. represented by the Canadian Union of Public Employees (‘CUPE”). This agreement exp1res
' December 31 2010.

126 - ‘As at October 1, 2009, the ﬁnionized employees in the Canadian Television
“ Segment had filed approximately 95 separate grievances against Canwest, 20 of which are
currently at the arbitration stage. In addition, Canwest is involved in proceedings with the CEP at
- the Canada Industrial Relations Board regarding the scope of certain bargaining rights.

PAYROLL OBLIGATIONS
127. The CMI Entities’ gross payroll obligations (including salaries for full-time and

part-time workers, salaries for freelancers and temporary workers, commissions and bonuses) for

their Canadian employees for their 2008 fiscal year were approximately $17§ p]illiOn.

128.° The CMI Entities also offer benefits to their eligible salaried and hourly
employees, including benefits provided through group insurance programs. These benefits
include, but are not limited to, employee medical, dental, disability, life insurance and similar
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benefit plans, shate compensa’aon plans, automobﬂe allowances and . employee ass1stance

programs. The total amounts paid by the: cMI Entmes for group beneﬁts (exeluditig share . |

compensatlon plans and employee assistance prograrms) for hourly and salaried employees

dunng jts 2008 fiscal year (excludmg all statutory Wlthholdmgs) totalled apprommately $28
million. ‘

¥ PENSION, POST RE TIREMEN T AND POS T EMPLOYMENT BENEFI TS

129. ' The CM[ Entmes currenﬂy mamtam in the aggregate for then: unionized and non-

unionized Canadian employees 10 deﬂned benefit pens1on plans regxstered under the- federal :

Pension Benefits Standards Act, 1985, c. 32 @ Supp.) (the “PBSA”) (the “Federal DB Pensmn
Plans”) and 1 defined benefit-pension plan reglstered under the Ontario Pension Benefits Act,
R.S.0., 1990 c: P.8 (the “Ontario DB Pension Plans”) (collectively; the “DB Pension Plans”).
As noted below, one of the Federal DB Pension Plans (CH Employees Plan) is currently being
termmated The DB Pension Plans are as follows:

Fede'rél DB Pension Plans

o Global Communications Limited Retlrement Plan for BCTV Senior Management
(“BCTV Senior Management Plan”) - '

e Global Communications Limited Retirement Plan for BCTV Staﬂ' (“BCTYV Staff
Plan™)

. Global Communications Limited Retirement Plan for CHBC Exctutives (“CHBC
Executives Plan™)

e . Global Commumcatlons Lumted Retirement Plan CHBC Management (“CHBC
Management Plan ’)

. Global Commumcaﬁons Limited Retzrement Plan for CI—IBC Staff (“CHBC Staff
. Plan®)

- o . Global Communications Limited Retuement Plan for WIC Des1gnated Executives
: (“WIC Plan”)

. Global Communications L:Imted Retirement Plan for CH Employees (“CH
Employees Plan™)

) Global Communications Limited Retirement Plan for CICT and CISA Employees
(“CICT Plan”)

e Global Communications Limited Employees® Pension Plan (“Global Plan”).

12
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. CanWest Maritime TeIews1on Employees Pensmn Plann (“Marmme T.V. Plan”)

Ontario DB Pensmn Plan :

. National Post R'eﬁrement-PIan (“National Post Plan”)

130. In add1t10n, the CMI Entities. maintain . and ‘contribute to the followmg four

defined contrlbunon pension plans (collectwely, the “DC Pension Plans”)

“wa

(@ Retlrement Plan for Bargammg Umt Employees of Global Communications

Lumted

(b)  Retirement Plan for Management and Non—Bargmnmg Unit Employees of Global '
Communications Limited

(¢) Global Commumca’uons Limited Retlrement Plan for Former WIC-Allarcom

Employees

(d)  Pension Plan for Employees of CanWest Interactive Inc.

131 " Mercer (Canada) Limited (“Mercers”) is the actuary for the DB Pension -
" Plans. Usmg the numbers ﬁom the last filed actuarial valuatmn for each DB Pension Plan,
excludmg plan partlclpants af the recently closed CHCA-TV and sold CHCH-TV and CHEK-TV,
the DB Perision Plans had, in the aggregate approximately 1,237 active members, apprommately

121 penszoners (i.e., persons receiving a pension), and approximately 313 deferred vested and

other members.

132. The annual special payments and current semce eosts for each of the registered

DB Pension Plans and the date of the valuation report that determined these amounts are ‘as

follows:

BCTYV Senior : .
Management Plan** $506,837 NIL NIL® | 12/31/06 $516,837
2. BCTV Staff Plaw’ $3,680,850y |  $902,376 $674,073 | 12/31/08 $5,729,912
3. CHBCExecutivesPlan’ | gi01556|  g55602 NIL* | 12/31/08 $220,489
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4., CHBC Management T ~ _ T —
Plap** - $418,057 $278,460 $64,557 - 12/31/08 $1,268,384
CHBC StaffP-Iafn $845,670 $317,136 - $163,403 12/31/08 |- 81,541,770
WIC Plan . NIL NL| - NL*| 123108 | NIL

T 0 ’ " R -

.7 . CH Employegs Plan’ N | NIL $515,000 | 12/31/06 $2,290,994

8. CICT Plan $2322215y $511,944 $451,327 |- 12/31/08 $4,703,824

9. Global Plan $3,041,860y | $2,119,080 | 2,498,617 | 010109 |  $12,644,621

10. Maritime T.V. Plan” $909.068y |- $438,192 |  $118204 | 0LOL09 |  $2,279,749

11. National Post Plan $1,512,244 |  $360,468 |  $662,000 | 123106 |  $1,627,566

TOTAL $13,347,357 | $4,983,348 $5,147,181 $32,824,146

® The Solvency Deficiencies assume that:the solve_ﬂc& assets include the present value of 5 years of brcviously
established special payments (with the exception of the four plans marked y)

y These plans have applied for the solvency relief funding measures recently enacted under the Regulations to the
Pension Benefits Standards Act, 1985 (Canada). Under these solvency relief measures, the amortization period for
payment of solvency deficits is extended from five to ten years for 2009.

O 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 reflecta recent estimate of active membership in the plan, and
corresponding current payrolt and employee contribution levels

* No current service costs because plan has no active members accruing benefits

ek Designated Plan for Income Tax Act (Canada) purposes and hence special funding rules apply

® The value of benefifs that will accrue on behalf of écﬁve me;hbers (cutrent service cost) can be estimated as
9.26% of 2009 pensionable earnings determined in accordance with the most recent funding valuation, Due to
Designated Plan rules, the employer is currently not permitted to remit contributions in respect of current service

“cost ’ ' '

T The CMI Entities have terminated this plan.

] Plans have going concern uafunded lability in addition fo solvency deficiency. Special payments include
payments towards going concern unfunded liability and solvency deficiency

¢ Wind-up deficiencies include the maximum lisbilities payable upon wind-up as if the Company continues
operations

v These plans have a solvency/wind-up excess as of the last funding valuation date

133. The DB Pension Plans are valued on a regular basis, in accordance with the

requirements of their respectivé goveming legislation. Bight of the DB Pension Plans filed
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valuatmns in July 2009 effectlve as of either December 31, 2008 or: January 1, 2009. Asa resuIt

of the recent. eoonom1c decline, the correspondmg negat:.ve results in the ﬁnanclal markets, and

the dechne in Iong~term bond rates, the new valuatlons reﬂected an mcrease in the aggregate

solvency deﬁc1enc1es for the eight DB Pensmn Plans of approxxmately $7.7 mﬂhon dollars and -

an mcrease m the aggregate annual speual payments for those plans of apprommately $2
“million.

134, Four of the eight DB Pension Plans that filed valuation reports in July 2009 have
apphed for the solvency rehef funding measures recently enacted under Regulatlons to the
PBSA. Under these solvency rehef measures, the amortization period for payment of solvency
deficits is exterided from five to ten years for 2009. For years following 2009 the fen year
solvency amortization period can only be continued if either (i) the CMI Entltles obtain the

consent of the members and former members of the plan — consent is deemed to be obtamed ifno

more than one-third of members and #io more than one-third of former members Obj ect to the ten 7

year amortization, or (if) the CMI Entities are able to obtain an irrevocable letter of credit to
cover the difference in solvency payments between the five and ten year amortization periods. If
the CMI Entities are not able to meet either of these condmons, then the DB Pension Plans
would have to revert 1o solvency funding using a five year amortization schedule commencing in
2010, which would increase the CMI Entities total annual special payments to these plans by
approxmately $1.7 million, assuming no other changes to the plans’ funded status

135. Canwest Global maintained. the Canwest Global Communications Corp and
Related Compames Retirement Compensanon Arrangement Plan (the “CGCC RCA”) for
certain of 1ts current and former management employees A November 2008 valuatton (the
“CGCC RCA Valuation”) estimated that the settlement liabilities under the CGCC RCA for the
period endmg December 31,2009 were approximately $47 million. The CGCC RCA Valuation
estimated that net assets (aﬁer provision for expenses) available to provide benefits would be
approximately $5.7 miltion. Until recently, the difference between the net assets and estimated
settlement Tiabilities (approximately $41 million) had been secured by an irrevocable letter of
credit (the “CGCC RCA Leiter of Credit”) held by Royal Trust Corporation of. Canada
(“Royal Trust”) — the trustee of the CGCC RCA. In May 2009, CGCC terminated the CGCC
RCA, causing active participants' to oease earning any further benefits. In June 2009, Royal

Trust demanded payment under the CGCC RCA Letter of Credit and after payment was made
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the process of distﬁbufing the 'essets of the CGCC. RCA to those ‘persons who were. entitled to
'beneﬁts under the CGCC RCA commenced .On September 4, 2009 a partial dlstnbutlon of .

assets was made to vanous mdmduals who were entitled 1o beneﬁts under the CGCC RCA A

second d1str1but10n of assets Wﬂl take place after refundable taxes held by the- Canada Revenue |

Agency in relation to the CGCC RCA are reﬁmded to Royal Trust

136. The CMI Entmes also provzde post-employment and post-retlrement benefits to
certain of their employees, most notably health dental and term life insurance benefits. The
aggregate annual cash contribution in the 2008 ﬁseal year to provide these post-employment and
poet;reﬁrement benefits was approximately $0.4 million. The aggregate accrued benefit
ebligation relating to these benefifs as at the end of the fiscal 2008 year totalled app,rokimately
$16.7 million. | o

_TERMINATION OF THE CH EMPLOYEES PLAN
- 137. As poted above, following the sale of CHCH-TV to Channel Zero, the CMI

. Entities commenced terminating the CH Employees Plan. On-June 30, 2009, CMI notified the
Office of the Superintendent of Financial Institutions (“OSFI”) of CMI's intention to do so
effective August 31, 2009. The CH Employees Plan was terminated effective August 31, 2009,

138. .~ Inaletter dated August 10,2009, OSFI directed CMI to prepare a valuation report

for the CH Employees Plan effective as of December 31, 2008 and to-file such report by August -

31, 2009. CMI responded to OSFI in a letter dated August 27, 2009, advising that it was not
feas1b1e to prepare a file a valuation report in 21 days as requested and that the need to prepare
such a report would delay completion of the termination report for the CH Employees Plan. CMI
accordingly asked OSFT to advise whether OSFI still required a valuation report to be prepared
for the CH Employees Plan as of Decembet 31, 2008. By letter dated September 15? 2008, OSFL
acknowledged the length of time it would take to prepare a valuation report but still required that
CMI prepare a valuation report for the CH Empleyees Plan as of December 31, 2008, as this
report would establish additional amounts to accrue from January 1, 2009 that would need to be
funded. OSFI stated that CMI was required to file the valuation report immediately. CMI has
instructed the actuary for the CH Employees Plan to give top priority to the completion of the
December 31, 2008 valuation so that CMI can comply with the OSFI request as soon as possible.
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CASH MANA GEMENT SYSTEM 3

139, ‘ In the ordmary course of the1r busmesses, the CMI Entities use 2 centrallzed cash
management system Wlnch 1s mamtamed af BNS to momtor account act1v1ty and account'

balances for each ent1ty (the “Cash Management System”

140. . - The Cash Management System conswts of 55 Canadian dollar accounis and 8

U.S. dollar accounts "Until recently, 35 of the Canadlan dollar accounts and 7 of the U S. dollar -

accounts in the Cash Management System operated under a mirror netting arrangement (the -

Mtrror Netting Arrangement”), Wh1ch was supported by a swingline facility connected to the
2005 CMI Credit Facility. The Mm'or Netting Arrangement allowed the balances in the accounts
operatmg under that arrangement to be automatrcally (rather than manually) netted on a daily
basis. The net pos1t10n was used to determine the daily surplus or overdraft position. The

overdraft posmon resulted in a swingline fac1hty drawdown. The non-mirror netting accounts
- were, and continue to be, maintained in 2 suq:lus position.

41, Sinée entering info the CIT Facility in May 2009, a number of CMI’s Canachan
and U.S. dollar accounts have been moved oufside of the Mirror Nettmg Arrangement. Under the
new atrangemerit with CIT, the Canadian and U.S. dollar deposit accounts mamtamed at BNS
are consolldated ona dally bas13 into one of two concentration accounts mamtamed at BNS. CIT
Wlthdraws funds from the concentratlon accounts on a daily basis to reduce the revolving loan
~ balance under the CIT F ac111ty When CMI requxres cash to fund operations, a drawdown from
.the CIT Facility is made. All funds drawn from the CIT Facility are deposited into Canadian and
U.S. dollar operating accounts maintained at BNS. The Mirror Netﬁng Arrangement continues to
operate, but is no longer Asupported by a swingline facility. As a result, all remaining accounts in
the Mirror Netting Arrangement must be maintained m a net cash surplus position.

142. The Cash Management System is managed centrally using oversight procedures
and controls implemented by CMI’s treasury department located in Winnipeg, Manitoba. On a

daily basis, the treasury department and the accounting department reviews the account balances |

and activity, inter-entity fund transfers, and availability under the CIT Facility. Based upon this
information, CMI’s treasury department is able to assess whether any drawdown under the CIT
Facility is required and prepares the required drawdown notice.
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143. - By centrahzmg control over 1ts cash management arrangements the CM[ Entmes

are able to facﬂltate cash forecastmg a.nd reportmg momtor collectlon and d1sbursement of
: funds, and maintain control over the admrmstrauon of various bank accouhts reqmred 1o effect
' the co]lectwn, dxsbursement and movement of cash.

SHARED SERVICES : o

144, " Over the past several years, Canwest has attempted fo streamhne processes and
gain synergles by shanng certam adrmmstratlve, advrsory and other business critical services
between various corporate ent1t1es Most of these - mter-entlty arrangements (the “Shared

Semces”) are governed- by.vanous mter—entrty agreements (the “Inter-Entity Agreements”)

145. _ By their te'rms, the Inter-Entity Agreements provide generally that the service
.provider (whether CMI, CTLP, the Limited Partnership or otherwise) is entltled to
reimbursemeit for all expenses incurred in the prov1s10n of the Shared Services. Expenses that
are shared between the service provider and the service recipient are allocated between the
parties on reasonable leases consistent with past practices. Neither the reimbi:rs_emerrt of
expenses nor the payment of fees is intended to result in any material financial gain or loss to the

service provider.

146. In particular, CMI provides.CTLP,_ CW Media and the Limited Partnership with,
inter alia, the following Shared Seérvices based upon various fee and cost allocation agreements

and practices:

. executive advisory services related to corporate development, strateglc planning,
capital allocation, financing, equity and noteholder relations, msurance and risk
management, tax planning and certam operational matters;

. corporate and administrative services related to legal matters (including securities
law compliance, corporate “records maintenance, confract management and
corporate secretarial services), tax compliance, financial reporting, internal andit,
investor and public relations, treasury, human resources management, sales
representation and capital asset management; and :

° insurance coverage (comprehensive, general liability, property, etc.) for which
insutance premiums are shared.
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147. - T.he total amount pa1d fo CMI by the L1m1ted Partnershlp in ﬁscal 2008 in respect '

of these services was apprommately $6 1 mﬂhon The actual cost for ﬁscal 2009 wai $6.5
million, ' '

148. - The lelted Partnersh1p prov1des CMI CTLP, and CW Medla with, mter alza

the following Shared Services:
. financial and accountmg support services, including accounts payable, accounts

rece1vable, payro]l servwes, c¢ash ﬂow management, and aocountmg serwces,

. corporate serv1ces, mcludmg hurman résources consultlng, pensmn serv1ces and
‘ other employee beneﬁts administration; .

. IT infrastructure and support services, including . information technology and'

processmg and website development and maititenarice services;

e . support and reporting services mcludmg makmg available senior officers and -

other key personnel to participate in investor relations ﬁmcuons, agsisting in
public relations and government relations initiatives, preparing and delivering

- financial information, and assisting in the preparation of reporting documentation,
including regulatory and tax ﬁhngs and prospectuses,

. certain cross-promotlo_nal activities, such as providing advertising space in its
newspapers and online media; and ‘
. content from Canwest News Service and other ediforial setvices.

In fiscal 2008, the aggregate amount received by the Limited Partnership from CMI, CTLP, and
CW Media, in respect of these services was approximately $14.8 million, The actual cost for
fiscal 2009 was approximately $16.2 million.

149. The Limited Partnérship aiso provides the National Post Company with, ‘inter
alia, the following Shared Servi‘ces:

. | financial and accountmg support services, including accounts payable, accounts

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

o corporate services, including human resources consulting, pension services, and
employee benefits administration;

. IT infrastructure and support services, including, information technology and
processing and website development and maintenance services (FPinfomart.com;
NationalPost.com),
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. advrsory servrces regardmg corporate development, capital expendrtures and other
operational matters :

o content from Canwest News Servrce and other editorial services;

o . sales.and maxketrng serv1ces,

o oﬁ'ice space at 1450 Don M1Hs Road , Toronto, Ontano,

. classified advertrsmg and customer support servrces provrded by ReachCanada
call centre, and

.« prmtlng ‘and dlstrrbutron services, including outsourced prmtmg of the National -

Post at various metropohtan newspaper printing facilities.

In fiscal 2008, the total amount received by the Lirhited Partnership from the Nationel'.?ost
Company in respect of these services was approximately $22.6 million. The actual cost for fiscal
2009 was $21.5 million, - : -

150. In addition to the above, the Limited Partnership manages, invoices ‘and collects
certain advertising and circulation revenues on behalf of the National Post Gon:rpany, CW Media
and 'CTLP. The Limited Partnership is required to.make payment to the applicable Canwest
entity based on gross actual sales and cﬁﬁ'ections. The total amount payable by the Limited
PartnerSEip in respect of these services for fiscal 2009 was appro:iima’cely $40 million
(approxnnately $35 million to the Natjonal Post Company, $1 9 million to -CTLP and $3.1
million to CW Media).

151. With respect to other Canwest entities, Canwest Global grants to CMI and the

Limited Partnership a non-exclusive, royalty—ﬁ‘ee,p non-transferable licence to use some or all of ‘

the Canwest trademarks in Canada and to sublicense the use of the Canwest trademarks to its
subsidiaries, CTLP provrdes a variety of management services, mcludmg program acqmsmon
and scheduling, to the varrous operating units within the CW Media Segment and to certain of
the entities in the Canadian Television Segment that are not Applicants in this CCAA
proceeding.

152. During the course of this CCAA proceeding, it is proposed that the CMI Entities
and the LP Entities continue to provide, receive, collect and pay for the Shared Services in the

ordinary course and in accordance with current arrangements, payment terms and business
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practwes except as to payment terms which may be amended to prov1de for revrsed tlmmg of ‘
reconcﬂtanons The CMI Entltres have taken steps to bring amounts owing to the P Entlttes for -

Sha:red Seivices current and regulatize payment terms to net 30° days It is proposed mthe draft
Initial Order that the CMI Entxtres and the LP Entities be prohlblted from modlfymg, ceasmg to’
_prov1de or termmatmg the prov1s10n of or payment for the Shared Serv1ces except w1th the
consent of the other party recewmg such Shared Setvices, the approval of the CMI CRA and the’
prior consent of the Monitot or further Order of the Court except with respect to pomons of the
CMI Entities’ business which i may be shut down or reorgamzed in the manner contemplated by
the Term Sheet.

153..(, o The . Shared Services provided and recerved by the CMI Entrtxes are greatly
beneﬁclal to them and the othér Canwest entities and are therefore integral to mamtammg the
enterprise- value of Canwest as a whole. It is intended that all pre-filing amounts owmg by the
CMI Entities for Shared Services will be pa1d in the ordinary course durmg this CCAA
proceeding.

ISSUES IN THE MEDIA INDUSTRY-.
154. The CMI Entities generate the majonty of their revenue from the sale of.

"advertising (approximately 77% of Canwest’s Canadian total revenue on a consolidated basis).
In recent months, many segments of the media industry have experienced signiﬁcant and sudden
declines"in advertising revenues reflecting thel‘vreakening economic environment in Canada and
the other countries in which Canwest operated until recently. These conditions have caused many
advertising customers to reduce the amounts that they spend on advertising, resulting in a

decrease in demand for advertising and lower advertising rates.

155. At present, the outlook for the advertising market in Canada remains difficult and
the weakness in advertising revenues rs resultmg in an increasingly challenging operating

environment.

156. The CMI Entities expect the difficult advertising market to continue info fiscal
2010. Since the CMI Entities’ businesses are characterized by generally high fixed operating
costs, primarily for television programming and staffing, a decline in advertising revenue has had
a disproportionately negative effect on their consolidated operating results.
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EFFORTS TO RESPOND TO DETERIORA TING ECONOMIC
CONDITIONS

157. Over the past sevetal years, the CMI Entltles have undertaken a number of steps

to improve’ operatmnal efficiencies and the strength of their respective balance sheets. For -

example, in 2007, Canwest Global afnounced that the CMI Entities would oentrahze ‘certain
‘broadcast functions by developmg four state ‘of the art broadcast centres to support the

production needs of thelr free-to-air telev1s1on stations and to enable the transition to blgh

¢ definition television broadcastmg

158. In response to the current economic conditions, Canwest’s television business and
Canwest’s publishing business have recently commenced workforce: reduetiens -of their
' opetations, through voluntary buyouts, affrition and reductions. With respect to Canwest’s
television business in particular, Canwest has eliminated certain activities non-core fo the
Canadian television business, The National Pest Company has also instituted changes to
accelerate profitability, including focussing on profitable markets, reducing unproductive and
deeply discounted circulation and utilizing new technology to _better target key high value
readers while increasing web 'engagement with its brands. These combined initiafives are
expected to reduce annualized operating costs by approﬁcimately $61 million across the Canwest
enterprise and reduce head count by approximately 540 employees, or 5% of the workforce. -

159. Other cost savings initiatives have also been implemented by the CMI Entities,
including the elimination of positions across all departmerits, hiring and salary freezes, fieezes
on discretionary spending (including travel, meals, entertainment, and trainj;ig) and a review and
decrease of broadcast capital spending. . ' '

160. On March 9, 2009, Canwest Global completed the sale of The New Republic, an
American magazine which is focused ubon politics and the arts. Prior to the sale, The New
Republ je was Canwest’s principal enterprise in the United States. '

161. On May 28, 2009, CMI sold its indirect interest in certain Turkish radio stations
to Spectrum Medya A.S.
162. As set out above, as of September 4, 2009, Canwest no longer operates the E!

Stations in Canada and on October 1, 2009, CMIH completed the sale of its interest in Ten
Holdings.
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163. . In terms of regulatory irﬁﬁaﬁves, the CMI Entitiés have been engaged in effbrts to

encourage the CRTC to, among ottier thmgs reqmre BDUs to pay fees to free-to-air television
broadcasters for the carriage of thelr channels in Iocal markets (known as “fee-for—camage ’),
similar to the current CRTC reqmrement that BDUs piy fees to specialty television broadcasters

to carry their spgclalty television chanriels. It is antlc1pated that CRTC hearings on this issue will
comme‘nce'. prior to the end 0£2009. I

APPOINTMEN T OF SPECIAL COMMITTEE RESTRUCTURING
ADVISOR AND RECAPITALIZATION OFFICER

164. In addition to the above, on February 19, 2009, the board of directors of Canwest
Global struck a special committee of directors (the “Special Committee”) with a mandate to

explore and consider strategic alterﬁ@ﬁves in order to maximize value in light of the financial

difficulties beipg experienced by Canwest. The Special Committee is comprised of Mr, Derek

Bumey (Chair), Mr. David Kerr, Mr. David Drybrough, Ms. Margot Micallef and Mr. F'raﬁk
King. S

165. The mandate of the Special Committee includes, among other things,
responsibility for overseeing and directing the implementation- of a restructuring and/or

recapitalization transaction with respect to all, ot part, of the business and/or capital structure of .

Canwest.

166. ~- On or about Apﬁl 21, 2009, Mr. Thomas Strike was appointed by the Special
Committee as Canwest Global’s Recapitalization Officer (“Recapitalization Officer”). Mr.

Strike is also the President, Corporate Development & Strategy Implementation of Canwest
| Global. Mr. Strike’s responsibilities as Recapitalization Officer include, among other things, (i)
developing, for consideration by the Special Committee, strategic alternatives for the operational
and financial restructuring of Canwest Global and its subsidiaries; (ii) developmg a restructuring
plan or plans for presentation to lenders, creditors and other stakeholders; and (iii) negotiating all
necessary agreements with equity sponsors, lenders, creditors, stakeholders and other interested
parties that may be necessary or desirable in connection with any restructuxing. In this role, Mz,
Strike reports directly and exclusively to the Special Commitiee.

167. The mandate of the Special Committee was revised to include selecting one or
more individuals who would provide advisory services to the Recapitalization Officer and the
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Spec1a1 Comrmttee with respect to the formulatron and lmplementatlon ofa restrueturmg andfoi

recapltahzatron plan for the CMI Entrtles .To that end 011 Iune 30 2009, Mr Hap S. Stephen,

Chalrman and C]nef Executwe Ofﬁcer of Stoneorest Cap1ta1 Ine (“Stonecrest”) was appomted -
to'séive as the Restructunng Advrsor for CanWest other than the LP Entmes (the “Restructurmg' _ '
Adv:sor”) The Restructurmg Advrsor reports d1rect1y and excluswely to the Specral Comnnttee -

It is proposed that the Restructurmg Advisor wxll be named as the CMI Entities’ Chief
| Restructurmg Advisor- (the “CMI CRA”) in the ‘event that this Honoutable Court<grants the
Initial Order. Upon the occurrénce of that event, Mr Stephen, as the CMI CRA, "will assume
pnmary responsrbrhty for thé development and nnplementatlon of the Recapitalization
Transaction. The draft Imtlal Order sets out certain matters that w111 require the approval of the
CMI CRA or consultation wrth the CMI CRA durmg tl:ns CCAA proeeedmg Mr. Strike will
continue-to act as the Recaprtahzaﬁon Ofﬁcer for the CMI Entities and will report drrectly to the
CMICRA. A copy of the retainer agreement signed by Mr. Stephen, on behalf of Stonecrest, as
amended, is attached as Exhibit “N” to. thrs Affidavit,

RECENT FINANCIAL PRESSURES EXPERIENCED BY THE cMmi
ENTITIES .

168. Notwithstanding the proactive steps which have been taken 10 1mprove thelr
respective balance sheets, over the past several months; the CMI Entities have expetienced
significant tlghtemng of credit from critical suppliers and other trade creditors as a result of the
continued and publicized uncertainty surrounding the stability of the Canwest busmess Certain
of these creditor actions are detailed below:

. CMI has learned that a number of the financial institutions that normally provide
' financing for the production of Canadian television iar'og,ra.ms that the Canadian
Television Segment and/or the CW Media Segment have committed to broadcast

upon completion have been refusing to provide interim ﬁnaneing to the programs’
producers. It is CMI’s understanding that these financial institutions are reluctant

to provide financing because they are uncertain whether the Canadian Television
Segment and/or the CW Media Segment will be in a financial and/or operaﬁonal

position to meet their licence fee commitments.
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* Certain Canadran telev1s10n producers/studros have recently asked ‘the CMI

Entrtres to put funds in eserow of to make advance payments or issue them letters

of credrt pnor 16" movmg forward on produchons that have been commrtted t0. air,
on Canwest’s Canadran televrsron statrons or channels Certain producers Hidve "
also requested other alteratrons 10 exrstmg contracts_ by the event that these ’

Canadian production studros refuse to move -forward on productrons the

Canadran Televrsron Segment and/or the CW- Medla Segment will not have_ -

programs to broadcast on its telev1s10n statrons and channels to meet- thelr
respectlve Canadran content reqmrements Certam productions have been put on’
hold by their producers pendmg a resolution of the current issues surroundmg the
Canwest enterprise.

,'Major U,§.—hased television studios amended customary contractual terms by
demanding that, as a condition precedent to renewing certain output agreements

for the 2009/2010 television season, the CMI Entities deliver and maintain in full
| mcevocable standby letters of cred:rt td secure payments owing undet the renewed
output agreements Thesé actions caused a significant strain on the CMI Entities’
cash flow as it forced the CMI Entities to in effect pre-pay for a portion of this
season’s television programming months before receiving any advertising
revenues associated with such programming, Certain U.S.-based sttidios have
also required that the CMI Entities pay in full or in part all amounts past due,
currently due orto become due uﬁder its eXisting output agreements on or before
a specified date.

The CMI Entities have received calls from a number of major advertising
agencies which represent their major advertising clients expressmg concerns
about the stability of Canwest’s Canadian businesses and advising that their
clients® plans to reduce their advertising spending with the CMI Entities based
upon the current financial uncertainty. In fact, the CMI Entities have recently
learned that at least two of their significant long-term advertising customers have
decided not to renew their existing advertising sales contracts because of the
uncertainty surrounding the CMI Entities. ’
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. One of the compames that prmts the Natwnal Post unﬂaterally decided to cease " )

‘ prmtmg the newspaper effeetwe July 1, 2009

o ‘Certam of Canwest’s credtt card processors (compames respons;lble for

processmg cred1t card payments rece1ved from, inter alza, subscribers: and

advertlsers) have: requested that they be allowed 16 hold back amounts in reserve

or, in certain cases, extend the payment cycle. Collec’uvely these compames

process approximately $350 nnlhon in atinual revenue on Canwest’s behalf,

. Petro-Canada has cancelled all credit cards that it had issued to employees of the
. CMI Entities in Kelowna, Toronto and Montreal.

169. Standard & Poor's Ratings Services (“S&P) has lowered its long-term corporate -

credit rating for CMI from ‘CCC’ ‘D’ due to the financial difficulties noted above. The ‘D’
rating category is used When payments on an obligation are not made on the date due even if the

applicable grace period has not expired.

THE RECAPITALIZA TION TRANSACTION

(i) " The Support Agreement
170. As set out above, the Support Agreement provides that the CMI Entities will

pursue the Plan on ‘the basis set out in the Term Sheet. It also provides that the Consenting

Noteholders will vote their 8% Senior Subordinated Notes in favour of the Plan at any meeting

of creditors. The obhgatlon of the Consenting Noteholders to support the Recapitalization

Transaction is subject to certain conditions set out in the Support Agreement and the Term Sheet.

171, The Support Agreement may be terminated by Consenting Noteholders holding a
majority of the aggregate principal amount of the 8% Senior Subordinated Notes held by all
Consenting Noteholders, in their sole d1scretlo::|1 upon the occurrence of certain events,
including:

(@) failure of the CMI Entities to initiate proceedings under the CCAA by October 15,
7009 or failure to file the Plan with the Court within 30 days after filing under the
CCAA;
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(b) ifthe Plan is not impieniented by Apnl 15, 2010;

(c) failure of the CMI Entities to comply in all material respects with their covenants '

or upon breach of any representauon or warranty by the CMI Entmes,

@ if the Ad Hoc Cominittee determines, acting reasonably, that the conditions

precedent to the nnplementat:lon of the Recapnahzaﬁon Transaction cannot
reasonably be expected to be satisfied;

(e) an event of default under the CIT Credit Agreement; and
®- an event of defanlt under the Cash Collateral and Consent Agreement.

172. The Support Agreement may be terminated by Canwest Global, on behalf of the
CMI Entities, in its sole discretion upon the .oecuri-enee of certain events, including if Canwest
Global determines, acting reasonably, that the conditions piecedent to the implementation of the
Recapitalization Transaction oannot' reasonably be expected to be satisfied. A copy of the
Support Agréement, inchiding the Term Sheet, is attached (without signature pages) as Exhibit:
“O” to this Affidavit. T

(if) The Restructuring Term Sheet
173. The Recapitalization Transaction, as set out in the Term Sheet, provides. for a

oomprehensive corporate restructuring of the CMI Entities and the satisfaction-of certain creditor
claims against the CMI Entities. As set out in the Term Sheet, “the purpose of the
Recapitalization. Transaction is, among other things, to restructure CMI info a viable and
competitive industry 'participant' able fo deal with the current issues facing the broadcasting

industry and other competitive factors.”

174. Under the Recapitalization Transaction, it is proposed, infer alia, that creditors of

the CMI Entities whose claims are compromised under the Plan (the “Affected Credltors”) will
receive percentages of the shares of Restructured Canwest Global based on the percentage of
such creditors' claims relative to the total claims proven against CMI or CTLP, as applicable.

175. Other essential elements of the proposed Recapitalization Transaction include the

following:
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the share cap1ta1 of Restructured Canwest Global w111 be compnsed of the-

follomng four classes of shares (1) multiple Votmg shares (the “Multlple Votmg
Shares”) 1ssued to the New Investors (as descrlbed ‘below), (i) class A

subordmated votmg shares (the “Class A Subordmated Votmg Shares) 1ssued to
the New Investors, Aﬁected Creditors and existing shareholders of Canwest

Global that are Canad1ans within the meaning of the Dzrectzon to the CRTC
(@ nelzgzbzlzty of Non—Canadzans) (the “Dlrectmn”), (iii) non-voting, shares (the
“Non-Voting Shaljes”) issued to Affected Creditors and existing shareholders of
Canwest Global that are riot Canadians within the meaning of the Direction, and

(iv) class B subordinated voting shares (the “Class B.Subordinatedl Voting -

Shares) issued to Affected Creditors and existing shareholders of Canwest Gloh;,l

that are not Canadians within the meaning of the Direction;

it is infended that the Class B Subordinated Voting Shares and Non-Voting
" Shares, together as a stapled security, and the Class A Subordinated Voting

Shares of Restructured Canwest Global, will be listed on the Toronto Stock -

Exchange;

one or more Canadians (the “New Investors™) will invest at least $65 million in
. Restructured Canwest Global in conmderatmn for Class A- Subordinated Voting

" Shares in the capital of Restructured Canwest Global or a combination of ClassA

Subordinated Votmg Shares and - Multiple Voting Shares, in each case,
representmg an equity interest in Restructured Canwest Global that is acceptable
to CMI and the Ad Hoc Committee;

" on completion of the Recapitalization Transaction, ths CIT Facility will be
extended or replaced by a similar facility on terms to be agreed by CMI and the
Ad Hoc Commlttee;

the terms and conditions of any arrangement or agreement with respect to the
Shared Services between the CMl Entities and the LP Entities, either in current
form or as amended or replaced, shall be satisfactory to the Ad Hoe Comunittee
and CMI and there shall be no material adverse effect on CMI’s operations in
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connection with ariy disposition, recapitalization ot res;‘.ructuring'= of the LP’
Enﬁties;_ ' ' ' ‘

as a-reéi:iﬁ of the guarantee of the 8% Senior Subordinated Notes executed. by

g CMIH and having regard to the Secured Intércoinpariy Note and the Unsecured
' Promissory Note, the 8% Senior Subordiniated Notehioldets shiall be entitled to
claim recovery for the full amount of principal (approximately US$761 million)

and accrued interest of the 8% Senior Subordinated Notes from CMI without

deduction for amounts recovered from the sale of the Ten Shafes;’

 the 8% Senior Subordinated Noteholders shall be entitled to claim against CTLP,
as guarantor, the ambmt of $800 million, an amount which reflects the 8% Senior
 Subordinated Noteholders’ full claim less an estimated recovery from CMI of

4$100 million (without deduction for amounts re;co{rered from other guarantors);

no more than 18.5% of the outstaniding equity shares of Restructured Canwest
" Global will be issued to Affected Creditors (other than the 8% Senior
Subordinated Noteholders); .

existing shareholders of Canwest Global will Teceive in aggregéte 2.3% of the
shares of Restructured Canwest Global; ’

Restructured Canwest Global will, upon completion of the Recapitalization

Transaction, own at least 35.33% of thg shares of CW Investments and the
shareholders agreement with Goldman ;Sacﬁs relating to CW Investments shall
have been revised in a manner agreed to by CMI and the Ad Hoc Committee,
. subject to CRTC approval if required; |

a definitive agreement in respect of the transfer of the business of The National
Post to the LP Entities shall have been entered into on terms agreed to by CMI
and the Ad Hoc Committee by no later than Octfober 15, 2009;

there shall have been no default or event of default under the CIT Facility or the
Cash Collateral and Consent Agreement;
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o. . there shall not ex1st or have occurred any matenal adverse effect to the busmess

o affaxrs results of operatxons or ﬁnan01a1 cond1t10n of the CMI Entmes,

¢ . the s1ze and compos1t10n of the board of dxrectors of Restructured Cariwest Global
shall be acceptable to the Ad Hoc Comrmttee,

. the 8% Senior Subqrdinaj:ed Notehelders that executed the Suppott Agfeement in

favour of the Reeapitalization Transaction shall receive addiﬁohai consideraftion,' .

in the form of additienal Non-Voting Shares and Class B Subordinated Voting

Shares or Class A Subordmated Voting Shares, as applicable, of Restructured -

Canwest Global representmg, in aggregate, the Canadian dollar equivalent of
"US$5 million, in cons1derat10n for entering into the Suppoit Agreement and

. the key elements of the Recapitalization Transaction shall have occurred by the
_followmgdates set out in the Term Sheet: .

"(i')' . CCAA initial hea.ﬁng date—no latet than October 15, 2009
G Claims process ‘hearing date — no later than OctoBer 22, 2009
(iif) | Creditor approvel ~ 1o later than January 30, 2009; and

(iv) - Plan implementation date —no later than April 15, 2010,

INSOLVENCY OF THE CMI ENTITIES
176. As discussed above, as a result of the significant dechne in advertising revenues,

in February 2009 CMI breached certain of the financial covenants set out in the 2005 CMI

Secured Credit Facility and in March 2009 failed to make a US$30.4 million intetest payment

‘which was due in respect of the 8% Senior Subordinated Notes. ‘CMI subsequently received a
series of waivers of the borrowing conditions from its then current secured lenders and entered
into a series of extension agreeménts with the Ad Hoc Committee wherein the parties agreed that
the 8% Senior Subordinated Noteholders who were parties to that agreement would not demand
immediate payment of the principal amount of the outstanding 8% Senior Subordinated Notes
during the extension periods in order to allow the CMI Entities to pussue a recapitalization
transaction. Had a demand for immediate payment been made by either the then current CMI
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semor lenders or on behalf of the 8% Semor Subordmated Noteholders in lieu of entering into
waiver and extensmn agreements, ne1ther CMI nor any of the other CMI Entlty guarantors would

have been in a posmon to repay the amounts owmg under the 2005 CMI Credit Facﬂ1ty or under
the 8% Semor Subordmated Notes ' ' ’

¥77.  Tn May 2009, CMI and CTLP issued the 12% Secured Notes. On the same day,
CMI entered into the CIT Facility. CMI used the proceeds froni_ the issue and sale of the 12%
Secured Notes and from the CIT -Facility, to, ‘anioﬂg othef things, repéy its then current. senior

- lenders all amounts owing under the 2005 CMI Credit Facility and to settle related forelgn
currency and interest rate swap obllgaﬂons

178. . In late September 2009, the Ten Shares were sold and the net Ten Prdcéed‘s wete
used to retire the 12% Secured Notes and to repay the full balance outstanding wnder the CIT
Facﬂlty of approximately $23 million, excluding outstanding letters of credit in the amount of
apprommately $10.7 million which are currently cash collateralized.

179. The Support Agreement provides that the CMI Entities will make the: within
application under the CCAA in order to implement the Recapitalization Transaction. The
Consenﬁng Noteholders who executed the Support Agreé_ment and the Cash, Collateral and
Consent Agreement executed such agreements on the basis that a restructuring of the CMI
Entities would be undertaken pursuant to the CCAA. “Without the liquidity provided by the
Consenting Noteholders under the Cash Collateral and Consent Agreement, which is intended to
allow the CMI Entities to continue to operate pending a resttucttmng under the CCAA and
which is only available within a CCAA proceeding, the CMI Entities would be unable to

continue as going concerns and are thus insolvent. In addition, CMI did not make and does net

- have the necessary liquidity to make an interest payinent in the amount of US$30.4 mi{l]ionithai;
was due and payable on September 15, 2009 under the 8% Senior Subordinated Notes and
_ therefore cannot satisfy its debts as they become due. Noné of the other CMI Entities, which are
guarantors of the 8% Senior Subordinated Notes, can make such payment and are thus insolvent.
Further, the assets of the CMI Entities are not sufficient to dischatge all of their liabilities and the
CMI Entities are thus insolvent on a balance sheet basis.
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The DIP Fac:llty

180. - Subject to certain conditions in the CIT Credit Agreement the CIT Facﬂ1ty :
converts into the DIP Facility for the CMI Entities upon a CCAA filing, As set out above the
CIT Facility wﬂl mcrease from up to $75 miltion to up to $100 million upoh such converswn :

Prior to entenng into the CIT Facility, the CMI Entities sought proposals from other thlrd party
lenders for a cred1t faclhty that would convert to a DIP facility should the CMI Entmes be
reqmred to file for credltor protect[on under the CCAA The CIT Facility was the best proposal
submitted and was eritered into accordmgly ‘

181. The DIP Facxhty is to be secured by a Court-ordered secunty interest, lien and
charge on the CMI Collateral (the “DIP Charge”) It is a condition precedent to the conversion
to the DIP Facility that the Initial Order under the CCAA be in form and substance satxsfactory

to CIT. The DIP Charge is to havé priority over all other security interests, charges and liens;- o
other than the Administration Charge (defined below) and the Existing Secusity (to the extent '

that the Existing Security secures existing and future obligations under the CIT Credit
Agreement), except for any validly perfected purchase money security interests in favour ’o_f a
secured creditor and stétutory encumbrances in favour of any enﬁty which is a secured creditor
a8 set out in the draft Tnitial Order. |

182. Based upon the CMI Entities’ cash ﬂow forecasts and the additional liquidity
provided pursuant to the Cash Collateral arid Consent Agreement, the CMI ‘Exnfities do not
anficipate drawing on the DIP Facility during the early stages of this CCAA ‘proceedirig.
However, the CMI Entities cash flow projections indicate that the total amount of cash on hand

will be down to approximately $10 million by late December 2010. This is not a sufficient
" cushion for an enterpnse of this magnitude. Accordmgly, the CMI Entities are seeking apptoval
of the proposed DIP Fac:hty to accommodate any additional liquidity requirements during this
CCAA proceeding. The proposed DIP Facility will provide additional assurances to the creditors
~ of the CMI Entities that they will be able to operate as going concerns while pursuing the

implementation and completion of a viable Plan.

183. As the propbsed DIP Facility is simpljr a conversion of the pre-existing CIT
Facility, it is the CMI Entities’ belief that there will be no material prejudice to any of their
creditors. Moreovet, in the circumstances, conversion of the CIT Facility into the DIP Facility is
the only viable funding mechanism for the CMI Entmes during this CCAA prooeedmg should
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: the net Ten Proceeds advanced to: CMI putsuant to the Cash Collateral and Consent Agreement .

provrde msufﬁcrent hqmdlty durmg thrs CCAA proeqedlng In addmon, creditors ate beneﬁung
from the full paydoWn of amounts owmg under the CIT Fac1hty, other than the- outstandrng
letters of credit. ' '

184. " There. are cutrently approxrmately $10 7 mllhon in outstanding’ letters of credit
issued pursuant to the CIT Facility. These letters of credit are secured by the Existing Security in
favour of CIBC ‘Mellon pursuant to the Collateral Agency Agreement. It is proposed in the
Inmal Order that the Ex1stmg Secunty, solely to the extent that such Existing Becurity secures
existing and future obligations under-the CIT Credit Agreement, -rank subsequent,. to the
Admrmstratron Charge and in priority to the DIP Charge, the Directors Charge, and the KERP
" Charge (all as defined below).

THE LIMITED PARTNERSHIP’S FINANCIAL SITUATION
185. ‘The Limited- Partnershrp is currently in default of its debt obligations due toa

srgmﬁcant decline in the advertising revenues of it and its subsidiaries, in addition to an increase

m certain of their operatmg costs.

-1‘86. In partmxﬂar, on May 29, 2009, the Limited Partnership failed, for the first time,
to make certain mterest and prmc1pa1 reduction payments and related swap payments aggregating

approximately $10 million in respect of its senior secured credit facilities. On the same day, the -

Limited Partnership announced that it would be in breach of cettain financial covenants set out in
its senior secured credit facilities as of May 31, 2009. -Since that time, the Limited Partnership

has failed on make principal, interest and fee payments which were due and payable in respect of |

its semor secured credit facilities on several additional occasrons

187. The defaults under-the Limited Partnership’s senior secured credit facﬂrtres in

addition to the failure of the Lm:nted Partnership to make certain interest and prmctpal reductlon
payments that were due and owing “under the Limited Partnership’s senior subordinated credit
facility in May 2009, have caused the Lmnted Partnership’s senior subordinated credit facility to

-be in default, entitling the lenders under that facility to take steps to demand immediate payment
of all amounts owing under that facility.
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138. S Further, the defaults occurting 111 respect of the L1m1ted Partnersh1p s semor

secured credit facilities have caused the Limited Parh1ersh1p s telated hedgmg arrangements 10" '

be in default., These swaps have neW been terminated by the swap counterparties and, as a result;
settlement (early terminetieﬁj ﬁayﬁieﬁt's" tefél'l"iii'g'epproﬁmatelir $70. mﬂhon dre ewed by the -
Limited Parh1ersh1p to the swap. countemartxes Demands for immediate payment have been
made by the swap counterparhes in that regard. The Limited Partnersh1p has not satlsfied these
demands and the unpmd amounts are accrumg interest dally '

189.. In addition, the teﬁniqaii_on and demand for pa'yment in respéct of the Limited
Partnership’s hedging arrangements caused the Limited Partnership’s 9.25% senior subotdinated

notes (the “LP Notes”) to be in default. On August 1, 2009, the Limited Partnership failed to .

make a payment of interest totalhng approxmately US$18.5 million in respect of the LP Notes,
which also resulted in an Event of Default (as defined therein) under the applicable indenture.

190. On September 10, 2009, Canwest Global anngunced the Limited Partnership had

entered into an egreement with certain of its senior lenders Wﬂerein those lenders agreed not to
| take any steps to demand immediate payment or enforce the security held in support of the
Limited Partnership’s senior secured credit facilities in order to afford the Limited Partnership
and the senior lenders an opportunity to aitempt to negotiate a consensual pre-packaged
restructuring, recapitalization or reorganization of the LP Entities (the “LP Forbearance
Agreement”). The LP Forbearance Agreement is subject to the satisfaction of certain milestones
including reaching an agreement on the prmclpal terms of a recapitalization transaction. A copy
of news releases dated September 10, 2009 and September 30, 2009 dealing with the LP
Forbearance Agreement are attached as Exhibit “P” to this Affidavit. . |

COST SHARING ARRANGEMENT
191, The CMI Entities and the LP Entities have agreed that it is appropnate for the

CMI Entities to bear the costs and expenses of the restructuring of the businesses operated by the
CMI Enities and for the LP Entities to bear the costs and expenses of the restructuring of the
businesses operated by the LP Entities. Although no formal cost sharing agreement has been
executed, the CMI Entities and the LP Entities are operating under this principle and the draft
Tnitial Order provides that the CMI Entities shall not make any payments to or in satisfaction of
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' any habﬂmes or obhgatlons of the LP Entmes, save and except for payments m respect of '

Shared Servxces

FOREIGN SUBSIDIARY APPLICANTS

192. As reﬂected in the orgamzatlon chart ;;rewously attached at Exhibit “A”, certain |

of the CMI Entities' are forelgn wholly-owned subsxhanes of CMI, namely: Canwest Insh
Holdmgs (Barbados) Inc., Canwest International Communications Inc., Canwest MedlaWorks
Turkish Holdmgs (Netherlands) B.V., CGS International Holdmgs (Netherlands) B V Canwest
Intematxonal Management Inc., Canwest Internatjonal Dlstnbutlon Limited, CGS Debenturé
Holding (Netherlands) B.V., CGS Shareholding (Netherlands) B.V., CGS NZ Radio
Shareholding (Netherlands) B.V., Canwest' MediaWorks (US) Holdings Corp. and 30109
(collectively; the “Foreign Subsidiary Applicants”). Each of the Foieign Subsidiaxy Applicants
‘has assets situated in Canada.- Specifically, on April 3, 2009, the majority of “the Foreign
Subsidiary Applicants opened Canadian dollar bank accounts at BNS in Toronto, Ontario and
déposited funds in those accounts. Canwest Media'.Wch)rks' (US) Holdings~ Corp and 30109

opened Canadian dollar bank accounts at BNS on October 2, 2009 in Toronto, Ontario and

deposited funds in those accounts. The Foreign Subs1d1ary Apphcants continue to maintain
funds on deposit in those accounts.

-

193. The Foreign Subs1d1ary Applicants are seeking relief under the CCAA because
each is a guarantor under the 8% Senior Subordinated Notes, the CIT Credlt Agreement (and
thus the DIP Facility) and are parties to the Support Agreement and the Cash Collateral and
Consent Agreement.

PAYMENTS DURING THIS CCAA PROCEEDING
194. During the course of this CCAA proceeding, the CMI Entities Intend to make

payments for goods and services supplied post-filing as set out in the cash flow projections
described below and as permitted by the draft Imtxal Order.

195. As discussed above, employees of the CMI Entities are compensated in various -

ways, including by way of salaties, commissions and bonuses. It is contemplated in the cash
flow projections that arrears of salaries, commissions, bonuses and outstanding employee

expenses will be paid or reimbursed in the ordinary course and that compensation programs for
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active employees will contmue m the ordmary course post—ﬁhng The cash flow projections also

contemplate the contmued payment of current servn:e and speclal payments with respect to the

active DB’ Pens1on Plans. The cash flow pro;ecnons do not contemplate. termination and

severance payments, salary continuance _<_)1,_' benefits being paid to prewously terminated

employees or non-union retirees.

196. Itisalso contemplated in the eash‘ﬂo_w projections that the CMI Enﬁﬁes w111 have
the ability, with the consent of the Monitor, to continue to make payments, including payments
in arrears, to independent contractors and freelancers who provide services pest-ﬁlhtg, as

independent contractors and freelancers are integral to the CMI Entities’ operations.

197. In addition, the CMI Entities are proposing in the Initial Order that they be

authorized, with the consent of the Monitor, but not required, to make eertain payments,

including payments owing in artears, to third parties that provide goods or services that are
integral to their businesses. ‘

A. Television Programming Suppliers :
198. As noted above, the CMI Entities are dependent, in part, upon programming that

it acquires from various distributors, production studlos and other suppliers in the United States
(or through their Canadian affiliates,. -agents, branches or divisions) and elsewhere. It is also
dependent on programming acquned from Canadian productxon studios, in part, to fulﬁl
Canadian content requirements, Programming rights represent a significant cost for the CMI
Entities and are crucial to the success of any television enterprise.

199. The going-concern enterprise value of Canwest’s television business (including
the CW Media Segment) is predicated on having a continuous and undisturbed flow of
programming, including first-run prime-time programmmg provided by U.S. studios, d1stnbutors
or other suppliers (or through their Canadian affiliates, agents, branehes or d1v181ons), and
Canadian-produced programming to meet Canadian content requirements stipulated by the
CRTC. It is crucial to the CMI Entities’ audience and advertisers that acquired ﬁrst—run
programs are aired within their very limited “shelf-life” as first-ran programs which, in the case
of acquired primetime U.S. broadcast network programming, means that the CMI Entities must
be able to procure and retain programming rights and procure and retain the rights to “simulcast”
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such programmng w1th thelr 1mt1a1 U S: broadcast network telecast Slmulcastmg refers to the '__. -
CRTC-mandated requlrement that BDUs with over. 2,000 subscnbers substitute: the Canadian

network telewsmn signal, including- commerclals that air on such networks, for the 51gnal of the

1dent1cal programmmg broadcast by a Us. station af the same time. If the' CMI. Entities lose -

access 1o telev1s10n programmmg r1ghts and - théreby also loses the ablhty to simulcast one or
_more programs with their respec’ave U.S. network airings, the gomg-concem enterprise valie of
Canwest’s Canadla.n telewsmn business (meludmg the Ccw Media Segment) will likely be
matenally negatlvely affeeted CMI and CTLP expect ‘that the U.S. and Canadian studios that
prov1de them with their tel_ev;_swn programining will honour their contractual arrangginents with
the CMI Entitiés as 'long as all post-ﬁling’ payments are mede in the riormal course. Howex}er, in
order to ensure a continuous supply of programming, the CMI Entities are secking in the Tnitial
Order to be, with t_he consent of the Monitor, entitled but not required to pay pre-filing amounts
owing in respect of television programming lf, in the opinion of the CMI Entities, the supplier is
critical to the buéiﬁess- and ongoing operations of any of the CMI Entities. As of August 31,
2009, there was approximat'ely $50 million in commitments made to television distributors,
production studios and other suppliers by CMI and CTLP in respect of television programming.

B. Newsprint Suppliers
200. The National Post Company is dependant upon a continuous and umntermpted

- supply of newsprint from its newsprint supphers The purchase of newsprint represents one of
the National Post Company s most significant operating costs. A significant amount of the
newsprint used by the National Post Company is acquired through rolling purchase orders as
opposed to longer-term contractual arrangements. Should there be an interruption in the supply
of newsprint, the National Post Company will not have sufficient inventory of newsprint on-hand
to enable it to continue publishing until it is able to resource 'oewsprint supply. It is therefore
crucial that the National Post Company have access to a continuous ﬂow of 'newsprint'fo enable
it to continue pubﬁshhg newspapers. A cessation of the supply of newsprint to the National Post
Company, resulting in its inability to publish, would have a devastating effect on the National
Post Company. As of September 29, 2009, there was approximately $0.1 million owing to
newsprint suppliers by the National Post Company in respect of hewsprint purchases.

201. The National Post Company expects that its newsprint suppliers will honour their
contractual arrangements as long as all post-filing payments are made in the normal course.
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However, m order to ensure a contmuous supply of newsprmt the Na.‘uonal Post Company is

seekmg in the Initial Order to be, w1th the consent of the Momtor, enutled but not requlred to pay

pre-ﬁlmg amounts owmg in arrears, to 1ts newspnnt supphers, 1f in the opinion of the Na‘aonal -

Post Company, the newspnnt suppher is critical to the “business and ongoing operatlons of the
Natmnal Post Company

C. Newspaper Dlstrlbutors
202. The Natlonal Post Company i is s1m11ar1y dependent upon third part1es to distribute

its neWSpapers through its network of mdependent newspaper distributors. Generally speaking,
newspapers are shipped from the prmters to depot drop locations or single copy retail outlets by
mdependent trucking companies in each market. Newspaper distribution i is carried out primatily
by independent catriers who deliver the newspapets to individual subscribers. The newspaper
dlstnbl_ltors handle all manners of dehvery, including corporate delivery, home delivery, bulk

drop offs and deliveries to vending boxes.

203. An iﬁ’;errﬁpﬁon in the delivery of newspapers would significantly impair the
ehterprise value of the National Post Company. As a result, the National Post Company is

'seekiﬁg in the Initial Order to be, with the consent of the Monitor, entitled but not required to pay

- pre-filing amounts owing in atreats, to its newspaper distributors and other logistics suppliers if,

in the opinion of the National Post Company, the distributor or logistic supplier is critical to the
business and ongoing operations of the National Post Company. -

'D.  American Express

204. " The CMI Entities have implemented certain policies whereby its employees can
seek reimbursement for business-related expenses. The expenses are generally incurred by
employees of the CMI Entities in the ordinary course of performing their job functions. Included
in this category are the following Amex Bank of Canada (“American Express”) corporate card
programs and accounts which are used by employees of the CMI Entities for business related
expenses: (i) American Express Corporate Card Program; and (ii) American Express Central
Billed Accounts. | '

205. The American Express Corpotate Card Program allows employees of the CMI
Entities to use corporate cards to charge business related travel and entertainment expenses. It is
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essentral to the contmued operatlon of the bUSmesses of the CMI Entities that they be perrmtted
to contmue re:mbursmg employees for such expenses, Whether such eXpenses were incuried

before or after the commencement of thls CCAA proceedmg

206. ‘ The Amencan Express Central Brlled Accounts program is used by employees of
the CMI Entities to charge the same types of expenses as are mcurred in reSpect of the Amencan
Express Corporate Card Program (e employee busmess tavel). .Use of the American Express
Central Billed Accounts is an mtegral part of the CMI Entrtres cash management and account
functions, and the ability of the employees of the CMI Entmes to continue to use the Central

Billed Accounts for business travel is essenual to the contmued operation of their busmesses

E. Other Goods and Services Providers

207. Tn addition to the above, the CMI Entities also maintain relationships Wlth certam e '-. B

other goods and services provrders which, while no less integral to the contmued operatrons and
viability of the enterpnse as a whole, have not been formalized into contractual arrangements
There are also goods and services provrders who may be beyond the reach of the stay of

proceedmgs in this CCAA proceedmg and the proposed Chapter 15 Proceedmgs

208. " Tn order to maintain enterprise value, the CMI Entities seek the ability to pay
other suppliers, subject to the consent of the Monitor, any further amounts, costs or expenses
whenever incurred, if in the opinion of the CMI Entities, the supplier is critical to the business

and ongoing operations of the CMI Entities.

DIRECTORS’ AND OFFICERS’ PROTECTION
209. A successful restructuring of the CMI Entities will only be possrble with the

continued patticipation of their respective boards of directors, management and employees.

These personnel are essential to the viability of the continuing businesses of the CMI Entities.
With the exception of Canwest Global, the directors of the Applicants consist entirely of
management directors (the “Management Directors”) who have years of experience in the
Canadian television and publishing industries and with the Canwest businesses. This specialized
expertise and the relationships that the Management Directors have forged with the CMI
Entities’ supplicrs, employees and other stakeholders cannot be easily replicated or replaced.
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210. Iam advrsed by Edward Sellers of Osler, Hoskm & Harcourt LLP counsel for the
CMI Entrtres, and believe that, i in certain clrcumstances, drreetors can be held personally hable'
for eertam obhgatrons ofa company owmg to () employees including unpard wages, “certain
pensron amounts and accrued vacatron pay, and (ii) the federal and provincial governments
mcludmg payroll remrttances saIes taxes, goods and services tax (“GST”), wrthholdmg taxes
- and workers eompensatron remrttances ‘In addrtron, because Canwest’s Canadian television
business is' governed by the Canada Labour Code as a “fedeial undertakin, ”, the difectors of
‘certain of the Applicants can also be persorzally liable for unpaid severance and termilration pay
in’ respect of employees who are employed in the televrsron busmess The Provmce of
Saskatchewan has similar 1eg1s1atron regardmg director hablhty for unpald severance and
. tfermination pay.- The CMI Entmes have worked closely with mdependent counsel for the
' Management Directors and the proposed Monitor in an attempt to.quantify these potential
director 11ab1]1t1es The CMI Entities estimate that the amount of the Directors® Charge (deﬁned
below) will not cover all of the directors’ and officers’ habr]rtres in the worst case scenario.

211 . Canwest Global maintains directors’ and officers’ liability insurance (the “D&O -

Insurahee”) for the directots and officers of Canwest Global and its subsidiaries (including the
directors and officers of the CMI Entities). The current D&O Tnsurance policy provides $30
million in coverage plus $10 million in excess coverage for a total of $40 million in coverage.
The D&O Insurance originally expired on August 31, 2009. The D&O Insurance policy was
suBSequenﬂy extended for two months in light of Canwest’s current financial situation. As of the
. date of the swearing of this Affidavit, Canwest Global has been unable to obtain additional or
replacement D&O Insurance coverage. In addition, there are also contractual indemnities which
have been given to the directors bj the CMI Entities. Canwest, on an enterprise basis, does not
have sufficient funds to satisfy those indemnities should the directors of the Applicants be found
“responsible for the full amount of the potential directors’ liabilities.

212. The directors of Canwest Global and the other Applicants, including the
Management Directors, have indicated that, due to the potential for signiﬁeanr personal liability,
they cannot continue their service and involvement in this restructuring unless the Initial Order
under the CCAA grants a charge on the assets, property and undertaking of the CMI Entities (the
“CMI Proiaerty”), in priority to all other charges except the Administration Charge and the DIP
Charge (but postponed in right of payment to the first $85 million payable under the Secured
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Intercompany Note) pari passu Wrth the KERP Charge (as deﬁned below), as securrty for the
Apphcants’ indemmficatron obhgatrons for the potentral lrabrhtres unposed upon their chrectors

' and ofﬁcers a8 set out above. In hght of the a,greed-upon Reoap1tahzatron Transactron for the

_CMI. Entities, the Management Direetors, CIT and the Ad Hoc Comnmittée have- agreed toa
Directors’ Charge (as defined below) that is Iess than the total potentral habrlrty on a total
shutdown scenario. It is proposed that the directots and officets of the Applrcants be granted a
directors’ and officers’ charge in thie amount of $20,000,000 (the “Dn'ectorsf Charge”) over the
CMI Propetty. The CMI Entities believe the Ditectors’ Charge is fair and reason‘able in the

circumstances. -

213. The Directors’ Chatge is necessary so that the Applicants may benefit from their
directors® and officers’ experience with the CMI Entities and, more generally, with the media
industry, and so then: drrectors can gurde the CMI Entities’ restructurmg efforts. It is critical to
these restructurmg efforts that the Management Directors remain with the CMI Entities in order
to continue their focus on achieving one or more restructuring transactions to benefit Canwest’s
stakeholders. The Directors’ Charge will also provide a level of assurance to the employees of
the CMI Entities that obligations. for accrued wages, accrued vacation pay, pension benefits and
severance and termination pay will be satisfied, in addition to those withholding and tax
obhgatrons owing to the federal and provincial authorities..

KEY EMPLOYEE RETENTION PLANS
214. Tn order to facilitate and encourage the” oontrnued participation of certain of the

CMI Entities’ senior executives and other key employees who are réquired to guide the CMI
Entities through a successful restructuring and preserve enterprise value, the CMI Entiﬁes have
developed a “Key Employee Retention Plan” (the “CMI Master KERP”). The CMI Master

KERP will provide the participants thereunder (the “KERP Participants”) with payments as an

incentive to- continue their employment with the CMI Entities through the full term of this
CCAA proceeding. In total, there are 20 KERP Participants comprised of the following: (i) three
of the Management Directors (the “Senior Management KERP Participants™), (ii) four key
executives employed by the CMI Entities (the “Management KERP Participants™), and (iif) 13
other key employees employed by the CMI Entities (the “Key Employees”) who have extensive
knowledge of the CMI Entities and expertise in cozporate structuring transactions.
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215, - . The payments to the KERP Partlc1pants (other than the Senior Management
KERP Partlclpants) will be calculated. as a percentage of the KERP Part101pants base

compensaﬁon and will be paid in two tranches: the first payment will be made on the last regular '

payroll petiod occurrmcr in December 2009 and the second and ﬁnal payment will be made on
the ‘date upon whmh the CMI Entltles emerge frorh th1s CCAA proceedmg (the “Emergence

Date”). The payments to the Semor ManagementAKERP Participants will fake the form of two

lump sum payments which have been agreed to by the Senior Management KERP Participants
‘and the CMI Entities and will be paid at the samé time as the payments to ‘the other KERP
Parﬁclpants

216. It is ‘px.'oposed that the KERP Participarits be grented a charge (the “KERP

Charge”) over the CMI Property in the amount of the financial obligation owing by the CMI
Entities under the CMI Master KERP which will rank in priority after the Administration

Chei'ge, the Existing Security (solely to the extent that such Existing Seeurit)_r secures existing‘ -
and future obligations under the CIT Credit Agreement) and the DIP Charge and pari passu with
the Directors’ Charge and ahead of all other liens and encumbrances (except for any validly .

perfected purchéée money secutity interest in favour of a secured creditor. and statutory
encunibrances in favoﬁr of any entity which is a secured creditor as set out in the draft Initial
Order), save and except that it shall be postponed in right of payment to the first $85 million
payable under the Secuied Intercompany Note. The proposed KERP Charge has been calculated
with reference to the amount payable by the CMI Entities to each of the KERP Participants under
the CMI Master KERP and is calculated at §5.9 million. |

217. Within the auspice and authority of the CMI Master KERP, the CMI Entities have .
also developed independent retention plans for the Senior Management KERP Participants (the .

«Senior Management KERPs”) and for the Management KERP Participants (the
“Management KERP”). The Senior Management KERP Participants and the Managenient
KERP Participaﬁts are responsible for providing services to, and overseeing and implementing
the restructuring of, the CMI Entities (and the LP Entities).

218. The Senior Management KERPs and the Management KERP provide that the
existing terms of employment shall continue for all of the participants thereunder during this
CCAA proceeding. However, any incentives which are based upon restructuring transactions and
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terrnination and severance entitléments pursuant to the Senior Management KERP Poarticipants’
or the Management KBRP Partlcrpants existing employment agreements and any bonus,

mcent1ve compensatron pla,n, supplemental deferred compensation plan, savings plan, vacation

pay, option. or restricted share unit plan, or any similar arrangement that may be m effect -
between & Senior Management KERP Participant and CMI shall be términated with effect asof

the approval by this Honourable Coutt of the CMI Master KERP, With respect to Management
KERP Participants, incentives based upon testructuring transactions are pursuant to the
: Management KERP, and termmatron and severance and other terms of their exrstmg

employment agreements remain in effect

219. The Senior Management KERPs also provide that the emponment of the Senior
Management KERP Participants shall termmate on the Emergence Daté, unless otherwrse agreed
to by the parties. Itis contemplated that each of the Senior Management KERP Partlclpants will,
at Restructured Canwest Global’s option, enter mto a consulting agreement (each a “Consulting
Agreement”) with. Restructured Canwest Global on certain terms set out in the Senior
Management KERP, in which case the secorid and final payment under the Senior Management

) KERPs will be reduced by the amount of aggregate consulting fees provided for in the applicable .

Consulting Agreement. The-Consulting Agreement shall commence on the Emergence Date and
continue for a period of 12 months. ‘The Senior Management KERP Participants will be entitled
to an annual fee payable monthly on the last business day of each month. Restructured Canwest
Global will not be required to enter into a Consulting Agreement with a Senior Management
KERP Parﬁciﬁant if it instead offers that Participant full-time employment on substantially
similar terrns for an lndeﬁnite term commencing immediately following the Emergence Date, on
terms acceptable to the Senior Management KERP Participant, in his sole discretion.

220. As a condition of recelvmg the Senior Management KERPs, the three Senior

Management KERP Participants will continue to serve as directors and/or ofﬁcers of the cML

Entities on which they currently serve, subject to certain rights set out in the Senior Management
KERP. The Senior Management KERP Participants will resign as a director and/or officer of all
such entities on the Emergence Date and will be provided with a full release in respect of his/her

acting as a director and/or officer.
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221, The Management KERP prov1des that the employment of the Management KERP
Part101pants shall continue unamended with CMI o, in the altematwe, be ass1gned to any other
subsidiary of Restructured Canwest Global on terins and condmons (including salary, incentive
compensatlon, beneﬁts and: terimination and severance enntlements) substantially slmﬂal: to, those
currently available to the Management KERP Part1c1pants following the Emergence Date.

222, | The CMI Master KERP, the Senior Management KERPs an'd the Mana’gement
KERP have been approved in form and substance by the Ad Hoc Commlttee, the CMI CRA, the
Board, the Spec1a1 Commlttee, Canwest Global’s Human Resources Committee of the Board,
and FTI as proposed Monitor, '

’ 223. As' noted above, because of the independent nature of the debt struotUte utilized
- by CMI and the Limited Parinership, tnis CCAA filing has necessitated a division between the
CMI Entities and the LP Entities. Since all three Senior Management KERP Participants and
certain of the Management KERP Part1c1pants and other Key Employees have prowded and will
“continue to provide, services to both the CMI Entities and the LP Entities, it is appropriate to
provide for a fair sharing of the cost of the KERPs between the CMI Entities and the LP Entities.
Accordingly, the LP Entities have agreed to conh:ibute a net amount of $3,946,022 to a frust to
be administered by the CMI Entities and distributed to the KERP participants. This is more cost.
-effective than estabhshmg two parallel structures. Both the amounts and the structure have been
agreed and approved by the Ad Hoc Committee, the CMI CRA, the-Board, the Special

- Committee, Canwest Global’s Human Resources Committee and the proposed Monitor.

224, | “ All of the KERP Participants have been essential to the restructuring initiatives
taken to date and all are critical to the -compleﬁon of a successful restructuring of the CMI
Entities. The three Senior Management KERP Participarits are seasoned executives who have
extensive experience in corporate and banking affairs, fogether with the broadcastmg and
publishing industries. It is likely that the Senior Management KERP Participants will consider
other employment options if the Senior Management KERPs are not granted and secured by the
KERP Charge. Doing so would undoubtedly distract from the restructuring process that is
nnderway. with respect to the CMI Entities. The Management KERP Participants and the other
Key Employees are similarly crucial to the restructuring of the CMI Entities as they perform
critical functions regarding operations and management of the CMI Entities on a day-to-day
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basis. It would be extremely dlfﬁcult at this stage of the restructurrng process to ﬁnd adequate .

replacements for those employees

225, Accordmgly, it is the behef of the CMI Entltles that the CMI Master KERP as
structured not onIy provrdes appropnate mcentrves for the KERP Parttcrpants to rerhain in their
current positions, but also ensures that they ate properly compensated for their assrstanoe in the
reorganization process. Copies of thie CMI Master KERP, the Senior Management KERP ﬁmded
by Canwest Global, the Senior Management KERP funded through the trust by the LP Entities
(as described above) and the Management KERP, redacted to temove mdrvrdually identifiable
information and compensation mformatron, are attached as Exhibits “Q” “R”,“S” and “T” to
this Afﬁdavrt respectively. The compensatron mformatlon related to specifically identifiable
employees is commercially sensitive mformatron and it would be harmful to the CMI Entities
and its employees if it was publ_icly disclosed in the marketplace. Copies of the full unredacted
CMI Master KERP, the Senior Management KERP5 and the Management KERP. will be attached
to a Confidential Supptement to the proposed Monitor’s pre-filing report. |

FINANCIAL ADVISOR AGREEMENT APPROVAL A
226. On or about December 10, 2008, Canwest Global on behalf of itself and. its

subsidiaries, entered into an agreement with RBC Dominion Securities Inc., 2 member company

of RBC Capital Markets relatmg to RBC Capital Markets® provision of investment banking

services to Canwest Global and its subsidiaries. That agreement was -amended by a letter
agreement dated J anuary 20, 2009 and a further letter agreement dated October 5, 2009 (the
agreement, as amended, is referred to as the “Financial Advisor Agreement”). A copy of the - “

Financial Advisor Agreement is attached as Exhibit “U” to this Affidavit (redacted in respect of
the December 10, 2008 letter agreement). All current or future payment obligations as of the date
of filing are as set out in the letter agreement dated October 5,2009.

2217. The Financial Advisor Agreement provides, z‘nterb alig, that if, during the term of
RBC Capital Markets’ engagement or during the period of 12 months following tennination of
its engagement, Canwest Global ot any of its wholly-owned subsidiaries commences, ot there

are commenced against Canwest Global or any of its wholly-owned subsidiaries, proceedings

under corporate, restructuring, arrangement, reorganization or similar laws of any jurisdiction, .

Canwest Global will, subject to the discretion of the relevant court, engage RBC Capital Markets
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on ferms a,nd condrtrons xdentrcal to the terms and condr’uons sef. out in the Fmancral Advxsor

Agreement As such, the draft Initial Order provrdes for the approval of the Frnanclal Adwsor

Agreement.

228. . htis my belief, and the belief of senior management of the CMI Entmes, that RBC .

Capital: Markets’ significant mvestment bankrng experrence and “expertise, 1ts extensive
knowledge of the capital markets and its capabﬂmes in the area of debt restructurmg have greatly
benefited the CMI Entities. The proposed Recaprtahzatron Transaction set out i the Term ‘Sheét

woiild not have been achievable without the advice and assistance of RBC Capital Maikets and

in particular the enotmous dedication of the time and resources of the RBC Capital Markets’
team to the development of the strategic alternatives and the development and analysis of
recapitalization proposals, RBC Capital Markets was also instrumental in ass1stmg the CMI
Entities in aoh1evmg the various warvers and exterision dgreements described -herein and in the

nnplementanon of the drsposrtron of certam assets as described in this Afﬁdavrt

229. RBC Capital Markets has spent approximately ten months working closely with
senior management of the CMI Entities and their other advisors. RBC Capital Markets has
 greatly assisted the CMI Entities in their restructuring efforts to date and has gained-a thorough

and intimate understanding of the businesses operated by the CMI Entities. If the CMI Entities

were deprived of the benefit of RBC Capital Markets’ continued advice and assistance and were
_required to retain a new financial advisor, it would likely take a significant period of time for
such financial advisor to acquire a similar working knowledge of the business and would make it
| extremely difficult to implement the Recaprtahzanon Transaction in the cutrently contemplated

time frame. Thus, the CMI Enutles believe that the continued involvement of RBC Capital-

Markets is essential to the completion of the Recaprtahzatlon Transaction.

230. It is also my belief that the quantum and nature of the remuneration provided for
in the Financial Advisor Agreement is fair and reasonable. Specifically, the restructuring fees
payable to RBC Capital Markets are only payable if a restructuring transaction is completed and
the qnanmm of those fees is dependent on the amount of existing indebtedness that is
restructured. '
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MONITOR | |
231. . FTI Consulting Canada Inc.. (“FIT”) has consented to act as the monitor (the
' “Momtor”) of the CMI Entities under the CCAA.

232, The CMI Entities, with the assistance of FTI, havé prepared a consolidated 13-
“week cash flow projection (the “Cash Flow Pro;ectmn” , as required by the CCAA. A copy of
- the Cash Flow Projection is attached as Exhibit “V” to this Afﬁdavtc.

233. - FTI will also be ﬁling an initial report with the Court as prospective monitor in
conjunction with the CMI Entities’ request for relief under the CCAA.

" ADMINISTRATION CHARGE
234, " It is contemplated in the draft Initial Order that the Monitor.and its counsel,

counsel to the CMI Entities, counsel and the financial advisor to the Special Committee, counsel
to the Management Directors, the CMI CRA, RBC Capital Markets and counsel and the financial
advisor to the Ad Hoc Committee will be granted the right to receive a first priority Cqui't-
ordered charge on the CMI Property for services rendered to the CMI Entities (the
- “Administration Charge”) up to a maximum amount of $15 million in respect of their

respective fees and disbursements.

235. As such, it is proposed that the priorities of the Administration Charge, the DIP'
Charge, the Directors’ Charge, the KERP Charge and the Bxisting Secutity (solely to the extent
that such Existing Security éecures existihg and future obligations under the CIT Credit
Agreemem) be as follows:

_First - Administration Charge;

Second — The Existing Security, solely to the extent that such Existing Security
secures existing and future obligations under the CIT Credit Agreement;

Third — DIP Charge; and

Fourth — Directors’ Charge and KERP Charge, save and except that these Charges
shall be postponed in right of payment to the extent of the first $85,000,000
payable under the Secured Intercompany Note. '
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236. It 1s proposed that the charges requested to be ereated by the Initial Order erl not
rank in prrorrty to vahdly perfected purchase money securrty interests in favour of secured

credrtors ahd statutory encunbrances in favour of any entity wluch is a secured credrtor as set ‘
out in the draﬁ Initial Order As CIT and CMIH have been grven notrce of th1s CCAA '

_ proceedmg, based on the books and records of the company, and to the best of my knowledge,
secured creditots who are likely to be affected by the proposed charges have been given niotice of
-this CCAA proceedmg

237. The draft Initial Order also provrdes that the names and addresses of individuals

who are creditors of the CMI Entities are not requrred to be included on the Tist prepared by the |

proposed Monitor in accordanoe with Sectron 23(1)(a)(i)(c) of the CCAA. The CMI Entities
believe that the identity and privacy of therr,former employees and retirees and other md_rvrduals
who are creditors should be respeefed and wish to prevent any harm that may arise to their
former employees and retirees and other individuals who are creditors from having their names

and addresses included on such list.

POSTPONEMENT OF ANNUAL MEETING OF SHAREHOLDERS
238. As noted above, Canwest Global is a public company continued undet the CBCA.

As such, Canwest Global is required pursuant to See'tiorr:133(1)(b) of the CBCA to call an annual
meeting of its shareholders by no later than .February 28, 2010, being six months after the end of
" its preceding financial year which ended on August 31, 2009, Canwest Global generally strives
to hold its annual meetings in January. Its last annual meeting was held on January 14, 2009,

239. The ruanagement of Canwest Global and the other CMI Entities are presently
devoting their efforts to stabilizing the business of the CMI Entities with a view to implémenting
the Plan in accordance with the terms of the Support Agreement and the Term Sheet,

240. Preparing the proxy materials required for an annual meeting of shareholders

- (which must be commenced in early October 2009, sent to the Board in early November 2009
and mailed and received by sharcholders by late November 2009) and holding the annual
meeting of shareholders would divert the attention of senior management of the CMI Entities
away from such tasks, would require significant resources and could impede the CMI Entities’
ability to achieve their restructuring under the CCAA.
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241, Further, under sectlon 106(6) of the CBCA if du:ectors of Cariwest Global are. not

elected at an annual meetmg, the mcumbent dlrectors W111 continue to hold office unul then.“

successors are elected.

242. Pinancial and other information is and will continue to be available to thc‘puBlic
through the CMI Entities’ court filings which will be easily accessible on the proposed-Monitor’s
website (http://cfcanada.fticonsulting.com/cmi) and through other public records. Fdrle_xample, it

is anticipated that Canwest Global will continue to issue and file with the securities regulatory -

authorities annuial and quarterly financial statements, in accordance with past practice.

243,  Under the circurnstances, I believé it is impractical for Canwest Global to call and
hold an annual meeting of shareholders during this CCAA proceeding.

CHAPTER 15 PROCEEDINGS

244, As noted above, in order to obtain the exclusive rights to broadcast many of the -

most popular prime-time television programs in its current program schedule, CMI or its
predecessor companies (as assigned to CTLP) and CTLP have entered into multi-year and other
programmmg agreements and arrangements with certain productxon studios, distributors and
other suppliers that produce and distribute such programs in the United' States. Generally
sﬁeaking, whether the CMI Entities’ contractual éounte;party is a U.S. entity or a Canadian
. affiliate or division of 2 U.S. entity, the CMI Entities receive the broadcast signal for a partiwlat
first-run prime-time U.S. broadcast network program by sateﬁite feed from the United States
shortly before the scheduled time'of exhibition. In order to maintain the status quo with respect
to these programming agreements and arrangements, and specifically to prevent any of the
distributors, production studios ot other suppliers from unilaterally terminating or attempting to
terminate the programming agreements due to the commencement of this CCAA proceeding, the
cMI Eniitieé are seeking in the Initial Order to have the Monitor authorized to commence
proceedings under Chapter 15 of the Bankrupicy Code with respect to the Applicants. I is
contemplated that initially Chapter 15 recognjﬁon as “foreign main proceedings” will be sought
only with respect to certain of the Applicants (the “Chapter 15 Proceedings™). It is proposed
that the Monitor be authorized to file additional Chapter 15 Proceedings as to any of the other
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Apphcants gs, if and when such addmonal proceedmgs mlght be beneﬁc1a1 to protecﬁng the CMI

Entities and their busmesses

245. Spec:ﬁcally, the CMI Bntmes are seekmg to initiate the Chapter 15 Proceedmgs ;

at the outset with respect to Canwest Global, CMI 4501063 Canada, Canwest Telev1s1011 GP
and Canwest Global Broadeastmg Inc. /Rad1od1ffv.1510n Canwest Global Inc. (the “Chapter 15
Entmes”) In add1t10n, it-is proposed that the Monitor will ask that this Honoursable Court’s
Initial Ordet be enforced in the United States as to the Chapter 15 Entities, mcludmg the pottions
of the Imt1a1 Order that protect CTLP (as it holds significant assets and programming
procurement arrangements that are mtegral to the business of the Applicants and the CW Media-
Segment) and protect the officers and directots of the Chapter 15 Entities from being dlstracted
‘by the types of claims that the Initial Orde_r enjoins (each only to the extent and for the time that
" the Initial Order is a continuing Order of this Honourable Court). As stated above, the Chapter
15 Entities are generally the parties that enfered into the programming agreements and
arrangements wh,ich‘have now been assigned to CTLP. Canwest Television GP is the general
partner of CTLP and 4501063 Canada is its direct parent.

246, -~ 7 The initial effect of the Chapter 15 Proceedings would be to give effect to the
" Initial Order in the United States as it relates to the Chapter 15 Entities and the protection of
CTLP and stay any actions, including ‘contractual. termination rights by parties to the
programming agreements and arrangements, that may be taken by any contractual counterparty
against the Chapter 15 Entities and CTLP. Itis proposed that the Monitor would be appointed as
the foreign representative of the Chapter 15 Entities in respect of the Chapter 15 proceedings;

247. ‘ In all of the circumstances, including those set out below, the centre of main
interest (the “COMI”) of each of the Chapter 15 Entities is in Canada:

(a) each of the Chapter 15 Entities is incorporated or organized under the laws of
~ Canada or provinces of Canada;
(b)  the registered office of each of the Chapter 15 Entities is located in Canada;

(©) Canwest’s television operations operated by the Chapter 15 Entities are
headquartered in Toronto, Ontario;
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(d the books and records of each of the Chapter 15 Ent1t1es are mamtamed in- '
_ ) Wmmpeg, Mamtoba and Torbnto, Ontano, _ _

(e) the assets of each of the Chapter 15 Entrtres are prunanly located in Canada,

® : the corporate tax returns of each of the Chapter 15 Entmes are ﬁled in Canada,

(2 .corporate governance of eaeh of the Chapter 15 Entmes is conducted from.
Canada. Meetmgs of the Board are prrmanly held in Canada and: all.of the
directors and executive management of eaeh of the Chapter 15 Entrtres are -

‘resident in Canada;

h) substantlally all of the employees of the Chapter 15 Ent1t1es are located in Canada ,
and are paid on Canadian payroll

@) the compensation and beneﬁts _-pard to substantially all of the employees of the

. Chapter 15 Entities are regulated in Canada;

)] certain of the Chapter 15 Entities own real property assets located in Canada; ;

(k) the human resources functions of the Chapter 15 Entifies are administered in
Canada; ' ‘

()] Canwest Global’s subordinate voting shares and its non-votmg shares are publicly
traded on the TSX;

(m) 66 2/3% of each of the Chapter 15 Entities’ votmg shares must be held by

| Canadian persons; and , '

(m)  all of Canwest Global’s multiple voting shares are held by Canadian persons.

CONCLUSION

248.

I am confident that granting the Initial CCAA Order sought by the CMI Entities is

in the best interests of the CMI .Enﬁties,and their respective stakeholders. The CMI Entities

require the stay of proceedings to pursue and implement the Recapitalization Transaction in an

atternpt to complete a going concemn restructuring for their businesses: The Ad Hoc Committee
and CIT support this application and CMT’s pursuit of a restructuring transaction in this CCAA

proceeding,

The funding available to CMI pursuant to the Cash Collateral and Consent

Agreement is only available as part of this CCAA proceeding.
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249, Without the breathing space afforded by a stay of proceedings and the 6ppo_rtuni_ty
to effect the Récapitalization Tr.anéaction, the CMI Entities face a cessation of going concern
operations, the liquidation of their assets and the loss of émployment for the approxin:xatély 1,700
employees of the CMI Entities who work in Caﬁada The granting of the requested st'ay of
proceedings will assmt in permitting an orderly restructurmg of the CMI Entmes, with mlmmal

. short-term d1smpt10ns to their businesses.

SWORN__BEFORE ME at the City of
Toronto, .in the Province of Ontario, on
October 5,2009.

N

Comnnssmner for Takfoﬁdawts
 SHAwN T -I’KU’/VQ

= JohnE Maglire)

nz



W N R W N~

3 l-ll—l)-—l'I-—\b-!l-ﬂ
b’.ﬁﬁa’SEg'G%Samawpr

 Sehbdile“A?

e Apphcants
Canwest Global Commumca’nons Corp
Canwest Med1a Inc
MBS Produc’aons Inc.
' Yellow Card Productlons Inc

Canwest Global Broadcasnng Inc. /Rad10d1ﬂ"us10n Canwest Global Inc
Canwest Telev1s1on GP Tng.” '
Fox Sports World Canada Holdco Inc.

_ Global Centre Ing.

Multisound Publishets Ltd. -
Canwest International Communications Inc.

. Canwest Irish Holdings (Barbados) Inc.

. Western Communications Inc. |

. Canwest Finance Inc./Finianciere Canwest Inc.

. National Post Holdings Ltd.

. Canwest International Mahagement Inc.

. Canwest Intematibnél Distribution Limited

. Canwest MediaWorks Turkish Holdings (Netherlands) B V.
. CGS International Holdings (Netherlands) B.V.

CGS Debenture Holding (Netherlands) B.V.

. CGS Shareholding (Netherlands) B.V.

. CGS NZ Radio Shareholding (Netherlands) B.V.
. 4501063 Canada Inc. |

. 4501071 Canada Inc.

. 30109,LLC . -

. CanWest MediaWorks (US) Holdings Corp.

113



114

Sche"ule “B”'
S T Partnershlg )
1. Canwest Telev1s1on Lumted Partnersh1p |

2. Fox Sports World Canada Partnerslnp :
3 The Natlonal Post Company/La Publication Natlonal Post



