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s Court File No. CV-00-8396-00.CL -
o ONTARIO

-SUPERIOR COURT OF JU STICE
COMMERCIAL LIST -

IN THE MATTER OF . THE COMPANIES’ CREDITORS
RRANGEMENTACT RSC 1985 c.C-36, AS AMENDED -

" AND N THE MATTER ‘OF A PLAN OF COMPROMISE OR -
‘- ARRANGEMENT . OF ~ CANWESPF- . GLOBAL °
. COMMUNICATIONS . - CORP, AND  THE OTHER,;
. APPLICANTS LISTED ON SCHEDULE “A” ' .
L ~ APPLICANTS
' AFFIDAVIT OF THOMAS C. STRIKE R
(Sworn November 24, 009)

I Thomas C Stnke, of the Ctty of Wmmpeg, in the Provmce of Mamtoba, the
‘ Prestdent Corporate Development & Strategy Implementatlon and the Reeapttahzatlon Officer - :
" of the Apphcant Canwest Global Commumcatxons Corp. (“Canwest Global”), MAKE OATH -
" AND SAY ' ' :

. . I ‘am the Presxdent, Corporate Development & Sttategy Implementatton of -
Canwest Global ki am also the Recapltahzatlon Officer of Canwest Global and a Director of :
certain of the Apphcants hsted on Schedule “A” mcludmg Canwest Medta Inc. (“CMI”) and
CanWest MednaWorks Ireland Holdmgs “C1 ”) As such; I have personal knowledge of the
mafters’ deposed to, herem Where I have relied upon other sources for mformatlon, I have" -

speclﬁcally referred to such sources ‘and venly beheve them to be true.

a2 - Capttahzed terms not othemnse deﬁned herein have the same meamng ascnbed to
them in the afﬁdawt of John E. Maguire sworn October 5, 2009 (the “Imtlal Order Affidavit”).
A copy of the Initial Order AfﬁdaV1t (thhout exlnblts) is attached as, Exlnbxt “A” to t‘ms
Affidavit.

3. 1 have read the affidavit  of Gerald Cardmale (the «Cardinale Affidavit) sworn
. November 2, 2009 as well as the supplementary affidavit of Mr. Cardinale sworn November 19, -



- 2009 (the “Supplementary Cardmale Affidavrt”) The Cardmale Afﬁdavrts appear to address o
) two prmcrpal 1ssues :

' (a.)_' : The transfer of certam shares n CW Investments (“Shares”) from 4414616 - :
Canada Inc: (“441”) to CMI, and the subsequent drssolutton of 441; and

“(b) The sale by CMII-I of its ihterest in Ten Holdings and the subsequent d1str1button L

. of the Ten Proceeds in accordance wrth the Cash Collateral and. Consent
' Agreernent

' 4 - The GS Partles (as defined m the Cardmale Afﬁdavrt) brought a motron on
'November 2, 2009, subsequently amended on November 19, 2009 (as amended, the “GS-
Parties’ Motlon”) The GS Paities’ Monon, in effect seeks to undo ‘the transfer of. the Shares

from 441 to CMI or, m the alternattve, reqmrmg CMI to perform, and not to drsclalm, the .

. . Shareholders Agreement (as defined below) .The GS' Parttes motlon also _sought relief - .

concerning paragraph 59 of the Imtlal Order herein. - That aspeet of the GS Parttes Motlon- -

_ appears to have been resolved. I am swearmg this’ afﬁdavrt in support of a motlon by the-
- L Apphcants for a declaratron that the balance of the rehef bemg sought in the GS Partles Motion
s stayed by the Imtral Order or m the alternatlve that the GS Parhes are otherwise precluded, .

: from pursumg it. . : '

5. : Very sertous allegatrons ‘are made in’ the Cardmale Afﬁdavxt ﬁ:om both a’
contractual and legal standpomt The €MI Entltres emphatrcally reject those allegatlons If tlns

. Honourable Court determmes that the GS Partles Motlon is not stayed, or that the stay should be S

'hfted then the CcMl Entrtles w1ll vrgorously defend themselves agamst ‘such allegattons The -

e CMI En’ntles have had to make complex and challengmg decisions as they attempt to achleve a

- going concem restructurmg that 1s in the best mterests of all of thetr stakeholders The GS -
Parties may well be unhappy about the way that their relatronshlp with the CMI Enttttes has'
. developed in hght of the severe constramts wrthm whlch they have ‘had to operate and that the ~
CMl Entrtres have ﬁled for protectron under the CCAA In that regard they are not alone

6. The purpose of this Afﬁdavrt, however, is to provrde this Honourable Court with . .

the necessary context so that this Honourable Court can appreciate the complexrty of the Gs -
.Partles Motion, what it is that the GS Parties are seekmg to do and Why, 11_1 the CMI Entmes ‘
_ vrew, the GS Partles Mouon is stayed and otherwrse 1mproper N



--3-'l ....

5The Transfer of Shares from 441 to CMI

7. . -As d;scussed in the Imtral Order Aﬁidavrt the’ day ‘prior to ﬁlmg for protectlon :

under the CCAA CMI caused 441 to transfer the Shares to CMI, dand then subsequently -
: 'dlssolved 441, Co

8 The GS Partles assert that these steps were taken with a view to preventmg theim

from eﬁ'ecnng a sale of CMP’s mterest in CW Investments Co. (“*CW Investments”), Whlch holds B )

the Speclalty vV Busmess (as deﬁned below) That 1s essennally correct. For the reasons that:
follow, the’ CMI Entitiés gave careful consrderatron to the effect that a sale of the Speoralty v ..
Busmess would have on all of therr stakeholders They consrdered the interests. of the GS
' Partxes, cred1tors of the CMI Entmes mcludmg the 8% Senior Subordmated Noteholders,
'employees and various other stakeholder groups that rmght potennally be affected by an-
'_ uncontrolled sale of CMDI’s interest in CW Investments The CMI Entrtles concluded that a sale |
of CW Investments would matena]ly prejudlce any hope ofa successful restructtmng of the CMI
- Entities, and would be’ detnmental to all of their stakeholders They gave careful consrderatlon '
" 'to what they could do to prevent such an outcome They then, in accordance with the

' Shareholders Agreement (as deﬂned below), took valid steps to ensure that the Shares were held - o

by CMI at the time' of the CCAA filing, -and therefore protected by the stay ordered by thrs .
Honourahle Court, and thus available to play a part of the long-term future of the restructured or
' _recapltahzed CMI Entltles ‘. ' L '

B Canwest’s Telev:s:on Busmess

9. Canwest is one of the largest owners and operators of commercial free—to-arr ) o

. television stations and specralty television channels in Canada_ Canwest’s telev1s10n broadcast :

i business can be notronally d1v1ded between the CT LP TV Busmess (as descnbed below) and the

Specialty TV Busmcss, although as discussed. below, the two busmesses are managed together» -
and enjoy a symbronc relatlonshlp w1th each other . ' ‘

10. . The CTLP TV Business is compnsed of (1) 12 free-to-au' television stanons that
are wholly owned and operated by CTLP, and (n) a portt‘oho of subscrrptlon-based speclaltyi |
television channels’ that are owned by CTLP erther in whole or m part (as further descnbed at
paragraph 49 of the Imtlal Order Afﬁdavrt) ' ' ' ’



4.

11. - The Specxalty TV Busmess is compnsed of a portfolro of speclalty televrsron. ,
channels whrch were acqurred Joxntly with Goldman Sachs from Alhanee Atlantis.in August

12007. In patticular, the Specialty TV. Busmess consists of: (i) 13 wholly-owned and partlally- S

~ owned specralty television channéls ihiat are operated by CMI for the account of CW Investments '
and its subsidiaries ‘(including Showcase, Shce HGTV Canada, History Televrsxon and Food -
Network Canada), and (n) 4 other specralty televrsron channels in which CW Tnivestments and ifs -
subsidiaries have 50% or lesser ownershrp mterests and do not operate (consxs’nng of Hxstona, E
Series +, DUSK (formeily Scream) and, One the Body, Mlnd and Spirit Channel) As noted
above, CTLP also wholly owns or pattly owns certain speclalty TV channels. For the purposes
of this affidavrt however the “Specralty v Busmess” refers only 0 the portfoho of channels '
acqun'ed from Alhance Atlantrs WhICh are now owned by CW Investments and 1ts subs1d1at1es

| Acqu:srtlon of the Spec:alty TVBusmess
12. - - Prior to the acquisition of its busmess by CW Investments and 1ts suhsrdranes, .

Alliance Atlantrs owned 13 well-branded speclalty telewsron channels which broadcast targeted
hrgh-quahty programmmg Alhance Atlantrs also co-produced and drstrrbuted the hit CSI
" ‘television | programming franchrse and mdrrectly held a 51% lumted partnershlp mterest m'
) Motion Prcture Drstrlbutron LP a leadmg dlstnbutor of motron pictures m Canada, with motion -
_ picture drstnbutlon operatrons in the United ngdom and Spam. : '

3. I the laiter half of 2006, Alliance Atlantis put itself up for sale by way of an
auction process.. Offers were solrclted to acquire all of the- shares of Alliance Atlantis. Interested ’
- parties would therefore be reqmred to acqmre all of Alltance Atlantrs busmess operatlons

- 14. ) Canwest Global was- mterested in acqun'mg the specralty televrslon busmess of .
Alhance Atlantis to enhance its exrstmg Canadlan televrsron ‘business and in partrcular to expand
its presence in the Canadian speclalty televrslon sector However, it was not interested in
acquiring the CSI or motion plcture drstnbutlon segments of Alhance Atlantis’ business.
Canwest Global approached a number of private eqmty firms, mcludmg Goldman Sachs, to find
an 1nvest01 who would be wrllmg fo provide financial support for Canwest Global’s b1d inthe -
Alliance Atlantrs auction process, and who would also be wrlhng to. acqmre fhiose elements of
- Alliance Atlantrs business i in whrch Canwest Global was riot mterested
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'. 15. .- On January 10 2007 Canwest Global and Alhance Atlantrs announced inanews

: ,release that a new acquisition company had entered mto a definitive agreement with Alhance
Atlantis’ to acquire all of 1ts outstandrng Class A- vottng and Class B non-votmg shares ata

,' purchase price of CDN$53 00 per share in cash fcr an aggregate purchase pnce of approxrmately

CDNS$2.3 bllhon On the same day, CMI and Goldman Sachs Caprtal Partners AA Investment '

| ’.LLC (“GSCP”) entered into a bmdmg term sheet (the “Term Sheet”) setting out the basrs on
~which. they would acquire the business of Alhance Atlantis through a Jomtly-owned acqmsrtron .
: company, which later became CW Investments The Term ‘Sheet set out how the acqulred :

, busmesses would be dlvrded, including outhmng the structure of the Specialty ™v Biisiness and" -

. the prmcrpal terms of the agreement between the parttes w1th respect to their co-ownershlp of the
Specralty ™V Busmess, as later memortahzed in the Shareholders Agreement.

The Shareholders Agreement - .
. 16. ' The Term Sheet contemplated that the parties would enter mtc a shareholders

agreement to record then' agreernent (as outhned in the Term Sheet) as to the mariner m Whlch o

the affairs of CW Investments and the management and operatrons of the Spectalty v Busmess '
would be conducted . :

17 The jomt acqursrtron from Alhance Atlantrs was 1ntensely and very carefully )
'negotrated by the partres The brndmg Term Sheet, a copy of whrch is attached as Exhrbxt “B” to ‘ _
this Afﬁdavrt, set out the proposed terms of the acquisition in suramary form Includmg the’
' detarled schedules, it was 55 pages long I was not directly involved in the negotlatton of the
Term Sheet, but I was closely mvolved in the process leadmg from the Terrn Sheet to the_

definitive documents mcludmg what became the Sharéholders Agreement. I am very famlhar C

' with the structure of the transaetron ‘and the transactron documents and Iam ety familiar with
the negotrattons that led up to them. Havrng been involved in numetous other sophrstrcated
_large-value corporate transactlons, I can state that this was an extremely complex and drfﬁcult :

- negotiation. The complexity and drfficulty did not’ end with the Term Sheet. Durmg the

negotlatton of the’ ﬁrst versron of ‘the shareholders agreement (the “Imtnal Shareholders

Agreement”), whrch was not concluded until several months after the Term Sheet was entered :
4 into, the partres were scmpulously consclous of the need ‘o protect their own interests under |
.varrous scenarios.. Every aspect of the deal was carefully scnmmzed mcludmg the form, '

~* substance and precrse terms of the Imtlal Shareholders Agreement



. 18.° An tmportant consrderatlon m drawmg up the terms of the Inttral Shareholders
Agreement was the fact that the management and operattons of the Speclalty TV Business are - s
" subject to regulatron by the CRTC pursuant to the Broadcastmg Act (Canada) In partrcular, the
CRTC has authonty to regulate the teleVrslon broadcastmg system in Canada t0. 1rnplement .
pohcy objecttves, mcludmg the, requrrement that the Canadran broadcastmg system shall be' 3
effectrvely owned and controlled by Canadlans ' : '

9. The acqursrtton of the Speclalty TV Busmess from Allrance Atlantts was subject
t6 CRTC approval The shares of the acqulred eompames were 1mt1ally placed ina trust, ‘and the - .

- parties sought CRTC approval to transfer ther to CW Investinents. As part of that approval a

process, the partres submrtted the Imtral Shareholders Agreement to the CRTC for 1ts revrew, 80 .
N that the CRT! ¢ could satrsfy itself that CW Investments was not controlled, erther at- law orin. ..

' fact, bya non—Canadran A hearmg was held before the CRTC asa result of whrch the partres .

were requited to make Ceftain changes to the’ lmtlal Shareholders Agreement as a condition of

"CRTC approval The partres made the requn'ed changes in an Amended and. Restated'
Shareholders Agreement ‘A copy of the Axnended and. Restated Shareholders Agreement
(henceforth as. amended and restated the “Shareholders Agreement”) is attached as Exhibit -
“C”to thrs Afﬁdav1t - .

,Shareholdmgs : C :
;20. ... The Shareholders Agreement sets out the holdmgs of the common and votmg '

'Shares m the caprtal of CW Investments At the outset of the agreement the CanWest Partres . |

J'(deﬁned in the Shareholders Agreement as bemg cMI, 441 and permitted transferees) warranted
" that 441 held an approxrmate 35% eqmty mterest and an approxrmate 61% votmg interest in CW :
Investments - The. G8 Partres held the rematmng approxnnate 33% votmg mterest and
approxrrnate 65% equtty mterest ‘ s

21. , The Cardmale Afﬁdavrt greatly exaggerates and mrscharactenzes the 1mportance4
-of 441 to the overall corporate structure of CW Investments As dtscussed below, the operatrve -
obhgatlons of the CanWest Parttes to manage the Specralty TV Busmess and appomt dtrectors of
. CW Investrnents reside with CMI 441 had an obligation, whrle 1t was a shareholder, to vote its -
Shares’ in certain ways such as to vote to appomt the dtreetors of CW Investments that were' |
nominated by CMI. Other than that, 441 had generrc obligations that were. appltcable to all
parttes equally, such as the obhganon of the partres to resolve drsputes through arbrtratlon (see '
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. section 9.3 of the Shareholders Agreement) and the obhgatlon of the pMes to keep certam

. rnformatton conﬁdentral (see sectton 9. 2 of the Shareholders Agreement). I any. event, the

"partres to. the Shareholders Agreement recogmzed that CMI was, in fact; the force and substance L

behmd 441 as evrdenced by the fact that CMI was responsrble for ensuring the performance by

441, or any other affiliate that would hold Shares, of its obhgatrons under the Shareholders '

Agreement (see sectron 2. 2(b) of the Shareholders Agreement)

2. ‘In fact, th,e sole purpose of 441 was to msulate CMI from any lrabrhtles of CW

Investments. CW Investments is 2 Nova Scotia Unlnmted Lrabrhty Corporatton (“NSULC”)

My. understanding’ is that although éreditors of a. NSULC have no direct nghts agamst a -

" NSULC’s shareholders and cannot sue its shareholders while the NSULC exists, shareholders of
'an NSULC may face exposure if the NSULC is ltquldated or becomes bankrupt _

-23. Accordmgly, in order “to protect itself from any potentlal habrlrtles as a

shareholder ofa NSULC CMI chose to insert a wholly owned subsrchary corporanon (441) to.

hold its Shares in CW Investments The sole purpose of havmg 441, which was a limited
-, liability company, hold CMl’s mterest m CW Investments was so that it could serve as a.

“blocker” company between CMI and CW lnvestments so  that CMI -would not face any t
potentral exposure as a shareholder in the event of a quurdatron or bankmptcy of CW -

" Investmeénts.

24, GSCP’s shares m CW lnvestments are srmrlarly held by “blocker” entmes,-'

1

namely GSCP Vi AA One Holdmgs S.ar.l and GSCP VI AA One Parallel Holdmgs Sarl

(together, the “GS Holdco Entltles”)

.25. Far from bemg a “cntrcal party to the Shareholders Agreemen ” as suggested m~ -

the Cardrnale Affidavrt, 441 was in many ways an afterthought As noted above, CMI and |
' GSCP set out 2 very detarled summary of their agreement to acqurre the Specralty vV Busmess .

in the Term Sheet The Term Sheet does not make any teference to- and does not provrde for the

mclusron of any 1ntermed1ary entity- between CMI and CW Investments It was CMI-that

o ,declded that it would hold its mterest in CW Tvéstients through a holding company and it was

" CMI that mcorporated that concept in the first draft of the Initial Shareholders Agreement. I am
' advised by counsel to the CMI Entities that the ﬁrst draft of the Imtlal Shareholders Agreement

was delivered by them to the GS Partres counsel on March 16, 2007. That draft was the first
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o ’.document whrch reﬂected CMI’s mtentlon to hold its mterest in CW Investments through what ]
g eventually became 441 . . . ~

' Management of the Spectalty TV Busmess .
'26. : Asa practlcal matter, the GS Paxtles have no abrhty to manage, and no interest in -

managmg, the Specxalty TV Business. Moreover, regulatory reqmrements require that the day-
'to-day management of the Speclalty TV Busmess must be undertaken by Canadrans

27, Mr Cardmale s assertron in the Cardmale Afﬁdavrt that 441. was the party that ‘
“nnplements the governance protectrons” in the Shareholders Agreement is mcorrect Dec1s1ons' N
. concernmg the governance of CW Investments are generally made by a snnple ma]onty of the
., directors thereof (see sectlon 4.7(a) of the Shareholders Agreement) Certam fundamental ‘
changes require approval by-at least one of the nommees of GSCP (see sectron 4.7(b) of the
Shareholders Agreement) Three of the drrectors of CW Investments are nominees of CMI and
two are nominees of GSCP (see sectron 4.1 of the Shareholders Agreement) It is CMI that
nommates members to the board of CW Investments and CMI that caused 441 (wlnle it was a

: ‘shareholder) to vote for those nominees.

A 28, . accordance w1th section 4.8 of the Shareholders Agreement CW Medta Inc.
has appointed a reporting committee. At least 80% of the memhers of the reportmg coimmittee
are nommees of CMI The reportmg commrttee monitors and reports on the operatron of both'
: the Speclalty TV. Busmess and the CTLP TV Busmess, but has no authonty to make declsrons .
concermng either busmess - ’ Co g

© 29, o The day-to-day operatlons of the Speclalty TV Busmess are governed by a
Management and Adtmmstratrve Services Agreement, between CMI and CW Medra Inc a copy
© of which i is attached as Exhrbrt “D” to this Afﬁdavrt 441 was not'a party to that agreement In
practrce, the operattons of the Specialty TV Business. and the CTLP TV Busmess are hrghly
integrated and mtertwmed, to the mutual beneﬁt ofboth busmesses '

" 30. Sectron 5. S(a) of the Shareholders Agreement contarns a covenant by CMI that it
- will operate the Specralty TV Busmess and the CILP TV Busmess in ‘accordance with past '

praonce andin a manner S0 as to maximise. the econonnc value of the two busmesses oMl has
" done so, is doing so, and intends to continue to do so.



~ The _es Parties’ Exit , : o
31, The Shateholders Agreement contemplates that CMI will comblne the CTLP TV

Business w1th the Specralty TV Busxness in 2011. The Shareholders Agreement also

contemplates that, startmg m 2011 certam call and put nghts will apply

" The Combmatton Transaction

: 32. ~As noted above, the CTLP TV Busmess and the Specralty ™V Busmess are bemg '
Operated on a eombrned basrs, pursuant tfo the Management and- Admmrstratrve ‘Services
: Agreement The partres agreed that eventually the two busmesses would be legally combined as

" well (the “Combmatlon Transactron”)

33. . - . The Combmatlon Transactton is to’ take place in stages As a first stage, ‘the ‘.
Shareholders Agreement contemplates that on or before December 31, 2009 CMI would transfer ..

the CTLP vV Business to an enttty owned by CMI in exchange for shiares or partnershrp units of
- that entrty Thrs oblrgatton has already been satrsﬁed On or about January 1, 2009, CMI

transferred the assets and secuntres of the CTLP vV Busmess to CTLP in return for addttlonal

hrmted partnershrp units and the assumptlon by CTLP of eertam operatmg liabilities.

34. - The second and ﬁnal stage of the Combmatton Transactton is ‘the legal
combmatlon of the CTLP TV Business and the Spectalty vV Busmess, which is fo take  place no
earher than May 11,2011. Section 5. 2 of the Shareholders Agreement requires that on or " after

' that date, CMI will transfer of cause the transfer of the securities of the entities holdmg the CTLP"

. TV Bisiness (that is, the Imuted partnershrp umts of CTLP, together with the share eaprtal of its
general partner Canwest Television GP Inc.) to CW Investments, thereby in effect “vendmg m
_the CTLP TV Busmess to CW Investments (together, the “Comhmed Business ’)

35. In exchange for the CTLP TV Busmess, CW Investments will i issue securities in - .
"an amount calculated m accordance with the Shareholders Agreement. Essenhally, the number '
of securttres 1ssued to the transferor (that 1s, CMI), and therefore the proporttonate share of the.

_ Combmed Business to be owned by CML, is dependent on the value of the Comblned Busmess,

calculated ‘based on the “Combmed EBITDA” (as defined in the Shareholders Agreement) of the .
' Combmed Business less the net 1ndebtedness of CW Investments and ifs subsrdlanes on the

combination date. ~

8



§ .-10'.._'.

36. - The mechamsm for calculatmg the partles respectwe mterests in the Comhmed'

Busmess is set out 1n sectlon 54of the Shareholders Agreement The GS Parttes share (the

“GS Equity Valu ’) is to be based: upon then‘ 1mna1 investment; after applymg snpulated .. .
compound rates of return. The shpulated rate of return mcreases as the Combmed EBITDA‘S
mcreases, from a minimum of 15% to a maximum of 25% per annum Addltlonal mvestments .

- made by the GS Parnes to. fund acqulsmon costs are to be credited w1th a nottonal compound '

rate of return of 9%

37. : ]n essence, the-more EBITDA.the Comhined Business will.prodnce during the 12 .
months ended March 30 2011 and the lower the net mdebtedness of CW Investments and 1ts -

E subs1d1anes at that’ date, the more of the combmed enterprlse CMI wdl owm o

38 The Combmatlon Transactlon remams subject to certain’ condrtlons precedent - . - .

- pursuant to secnon 53 of the Shareholders Agreement The transactxons would requtre '

regulatory - approval mcludmg in particular. CRTC approval Moréeover, the Combmatron

" Transaction cannot take place 1f there is an'order restnctmg the combmmg of the two busmesses

. '. 39. i In addmon, at the time the Shareholders Agreement was entered into cMi and the )

GS Partres were. well aware that the terrns of the 8% Senior Subordmated Notes eontam negatwe

© covenants that would preclude the consummatlon of the’ Combmanon Transactxon and that the“~ :
8% Semor Subordmated Notes do not mature until 2012, which is aftér the date contemplated for o
g completlon of the Combmatron Transactron Aceordmgly, sectlon 5 2(d) of the Shareholders,v o
Agreement requn'es CMI to either repurchase the 8% Semor Subordmated Notes, or obtam'. E
waivers ﬁ'om the holders of those Notes, or otherwrse address those notes so that they would not .

- impair the abtlxty of the partxes to complete the Combmatlon Transactlon

Put and Call Rtghts

40. The Sharcholders Agreement prov1des for call and put rights for the GS Parttes
and CMI respeetlvely The call and put optlons are desrgned to faclhtate the exrt of the GS

_ Partles from theu' mvestment m CW Investments and are ‘exercisable i in 2011 2012 and 2013

; subjeet to certain restrlctlons

41, Specnﬁcally, in each of 2011 2012 and 2013, CMI Wlll have the nght to purchase 4
(or at 1ts option, 1t may cause CW Investments to purehase) up to. 100% of the GS Parties®

10
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: mterest in CW Investments ata prrce that vanes dependmg on the Combmed EBITDA and the . -
- net mdebtedness of CW Investments and its subsrdlanes subject to leverage restnctlons if less '

“than 100% of the GS Partres mterest 1s acqurred by CW Investments (the “call nght”)

4. In the event that. CMI does not exercise the call nght with respect to at least 50%

of the GS Partres mterest in 2011 the GS Partres will have the right to require ( CW Investments o
" to acqun'e mterests which, together wrth any interests purchased pursuant to CMI’s call nght in -

2011 would equal up to 50% of the GS Parties’ mterest subJect to leverage restrrctrons (the “put

.nght”) If, because of leverage restnctrons, CW Investments is unable to purchase all of the . A
interests that the GS Partles elect to sell pursuant to’ this put right i in 2011 the GS Partles will -
4 "have the rrght to requrre CW Investments to acqulre any such rernamrng mterests (referred to as N .
the “put shortfall shares”) in 2012 subject once .again fo leverage reslnctlons Fmally, the GS. .
- ‘ | "Parnes wrll have a ‘further put nght to require Cw- Investments to purchase any remammg

mterests that they hold (mcludmg any femaining put shortfall shares) in 2013 subject to CW
' Investments bemg ﬁnancrally able to purchase sueh interests: . ‘

43. S '. If followmg the exercise m full of the GS Parties’ put nghts CW Investments is ..
unable to acqurre all of the GS Partres mterests the GS Partles can requrre a sale of CW ‘: ;”
Investments in accordance thh sectlon 6 8 of the Shareholders Agreement After ﬁrst offenng' B
to sell then' interests’ to CMI and assurnmg CMI doés not accept the offer; the GS Parties can sell -

their mterests in CW Investments and reqmre CMI to sell its mterests in CW Investments to a
- third party. . ' : o ) Ce
s o

44. '_ If the GS Partres are unable to eﬁ'ect asale of Cw Investments pursuant to sectlon

"~ 6.8 of the Shareholders Agreement they can then require cwW Investments to. eﬁ‘ect an 1n1t1al o
public oﬁ‘ermg of the Shares of CW Investments owned by the GS Parties (see secnon 6 9 of the
o Shareholders Agreement) '

- CMI Approached the GS Parties in Q1 2009

45,  Mr. Cardmale asserts, beginning at paragraph 13 of the Cardinale Afﬁdavrt that.ﬁ

- the GS Parties have been dehberately excluded froth d1scuss1ons concerning the lmpact ofa:
'resn'ucturmg at CMI on CW Tnvestments. In fact, senior executrves at CMI, mcludmg myself,
contacted Mr. Cardmale_ directly as early as February of this- year.to discuss the potentlal_,
financial réstructuring of CMI and the ifpact that might have on its iavestient in CW |

11



Investments JIn fact, soon after. CMI began expenencmg drfﬁculttes pursuant to 1ts then exrstmg
: semor secured credrt facrhtres, M made ita prlonty to address the terms of the Shareholders '
Agreement wrth the GS Partres To that end members of CMI’s senror management met with’

representatrves of the GS Partres, mcludmg Mr Cardmale, in February and March 2009

’ However, as descrrbed below, CMI’s efforts to achreve ‘what it believed to be a commercrally :

. 1easonable compromlse wrth the GS Partles were utterly unsuccessﬁrl

46, " The Shareholders Agreement and in, partrcular the ratés of retum and put/call )
valuation formulae embodred therem, reflect the fact that the acqursrtlon of the Specralty ™v
'Busmess was made at the very peak of the market in 2007. For the purpose of deterrmmng the
~equrty the GS Partres are to recerve asa result of the Combmatron Transactron, the Shareholders .
‘Agreement contemplates compound annual rates of return on the GS Parties’ mvestment of s
~ between 15% and 25%." ‘The exererse prices for the put and call nghts are determmed usmg anj . )

Equity Value (as further deﬁned in the Shareholders Agreement) based ‘upon 12x Combmed

EBITDA (less net mdebtedness) . Based on the oMI Entrtres recent experrence canvassmg

' prospectrve mvestors and based on advrce from ‘the CMI Entltles ﬁnancral adv1sors, the
- Shareholders Agreement no longer reﬂects “market” terms. '

47.. A As 1s made clear in the Imtral Order Afﬁdavrt, the CMI Entrtres have been

o aggressrvely pursumg a refinancmg or recaprtahzatron transactron, smce therr 1mt1al default on. - ;

: CM[’s then ‘senior secured credrt facrhty in February 2009, CMI and its ﬁnancral advrsor, RBC

. Capital Markets (as descnbed m the lmttal Order Afﬁdavrt) approached a large number of o
' potentral mvestors to drscuss potentral reﬁnancmg or recaprtahzatron transactrons in early 2009
_."Based upon my own experrence, and what I have been told by RBC Capltal Markets, -during .
those drscussrons prospectrve mvestors made it clear, among other thmgs, that if the' CMI- 3
_ Entities were gomg to be able to successﬁllly reﬁnance or recaprtahze themselves, they would o
“have to address the Shareholders Agreement ina. way that would reﬂect the commercral realtres )
: ,of the dramatrcally drfferent economrc envrronment that exrsts now, versus the envrronment that '

- existed when the Specralty TV Busmess was acqurred in 2007

48. - It became ‘clear to the members of CMI’s senior management team that: thev
‘Shareholders Agreement would need to be addressed as part of any successful recaprtalrzatton or

k _' restructurmg plan To that end, m February 2009 CMI approached the GS Partres for the ﬁrst

12
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. time concermng a proposed renegotratron of the Shareholders Agreement o reﬂect 2009. '

economic market condrtrons

49, - The GS Partres weie unreceptrve to any such proposed renegotratron ‘Instead; I -

- am advised by members of CMI senior management ‘that the GS Partres mdrcated they would
allow the CM1 Entrtres to buy them out for $900 rmlhon CMI ‘was of the view that the Gs h

: Pames proposal m no way reﬂected 2009 market condrtrons, and was in any event totally -
unworkable since the CMI Entities had 1io abrhty to, raise the money to ﬁnance the proposed. '

acquisition.

- 50. - Nevertheless, the- CMI Entrtres pers1sted in thelr attempts 0 renegotrate the

Shareholders Agreement On March 6, 2009, 1 (together with CMl’s chref financial officer and ’ _

. representatrves of RBC Caprtal Markets) met wrth representatrves of the GS Partres (Gerry

_ Cardinale, Sumit Raypal Gil Kienman and Tim Hodgson) ina further effort to persuade the GS S
Parties that a renegotratron of the Shareholders Agreement to reflect the commercral reahtres of .

2009 was in the intefests of both the GS Partres and the CcMI Entities because it would maxnmze

the enterprrse value of CW Investrnents facrlrtate keepmg CMI out of CCAA proceedmgs and ‘-

“avoid operatronal dlsruptron to the both the CTLP TV Business and the Speeralty vV Busmess

The terms of the CMI Entrtres proposal to renegotrate the Shareholders Agreement were -

.rejected by the GS Partres

51. A few weeks later, the GS Partles dehvered a counter proposal to CML In .
general terms, the GS Partres counter-proposal entailed thiem providing CMI with approx:mately '
- $276 mrllron in the form of Semor Secured Notes (the “Proposed GS Notes”) One hundred
nulllon dollars of the Proposed GS Notes would be generated from the 1mmeclrate contrlbutlon

by CMI of the CTL_P TV Business into CW Investments. Under the GS Parties’ proposal, the
remaining $176 Thillion would be provided’ to the CMI Entities in exchange for the GS Parties

underwntmg the sale of CMl’s md:rect mterest in Ten Holdrngs ina “bonght deal” at a proposed .- |
‘ price of A$0, 40 per share. The effect of a “bought deal” at that pnce would be that any o

difference between A$0.40 and the pnce ultrmately reallzed for the Ten Shates would accrue to
the benefit of the GS Parties. Between March 20 and April 30, 2009, the average price of the
shares of Ten Holdtngs on the Australian Stock Exchange was approxrmately A$0 80 per s share
Moreover, under the capttal structure proposed by the GS Partres, the Gs Parties’ existing and

13
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new mvestments would have had structural pnonty over the CMI Enuues mvestment, Whlch a
woild have srgmﬁcantly dlluted any mterest that stakeholders of the CMI Entrtles would have

' had in the Combmed Busmess

52, The'counter'-prooosal r'ecei'ved' from ‘the GS Parties further entailed-'that CMI -

- would use the funds prov1ded by the Proposed GS Notes to repay CMI’s then current semor
credrt facrhty at. par and to repay the 8% Semor Subordmated Noteholders at l9 cents on the

_ dollar. The GS Partres proposal requlred that CMI.be put through a CCAA proceedmg to'
. cleanse itself of any other habrhtres ThlS proposal did not attnbute nearly enough valite to the
..CTLP TV Busmess or the Ten Shares and was dtsadvantageous to CMI’s other stakeholders It :

was not pursued by the CMI Entttles

53. - For these reasons, I drsagree w1th the assertxon m the Cardmale Afﬁdavrt that the~ "
’ CMI Entrtres have not made a concrete proposal to the GS Partres regardmg the renegouauon of S

the Shareholders Agreement CMI made what 1t vrewed to be a very reasonable proposal in

' March 2009 Whlch was rejected out of hand. In response, the- GS Partles made a counter- Lo
proposal that was, if anythmg more one-sided i in their favour than the current Shareholders

. Agreement and whtch mvolved ) the sale of a srgmﬁcant asset of Canwest, in respect of whrch -

the GS Partres had no mterest ata depressed market pnce, and (i) the combmatxon of the CTLP -

TV Busmess with the Speclalty TV Busmess on terms whlch would have- srgmﬁcantly- .

drsadvantaged the. CMI Entltxes stakeholders and srgmﬁcantly advantaged the GS Partres

54. N 1 also drsagree w1th the assertlon m the Cardmale Afﬁdavn that the CMI Entmes o

'recapltahzatxon and restructurmg dlscussrons have been camed out’ w1th the intention of keepmg

.the GS Parties in the dark. As pomted out m the Cardmale Afﬁdavrt, the CMI Entttres have.

: prov1ded extensive pubho drsclosure of the fact that they have been in discussions with the Ad
Hoc Commrttee “Mr. Cardmale asserts that he has been followmg the CMI Entities’ pubhc
.. disclosure wrth interest, and he might therefore have read some or all of the 26 news. releases that

Canwest Global issued hetween January 14, 2009 and October 5, 2009 relatmg 0 the‘ -

development of a recapnahzauon plan, all of Wlnch were attached t0 the lmtral Order Afﬁdavxt

55. - The Note Purchase Agreement dld not prohrbrt cM1 from engagmg in pre-ﬁhng
drscussrons with the GS Partres as the Cardmale Afﬁdavrt alleges. - The Note Purchase
Agreement snnply requtred CMI to provrde the Ad Hoc Committee wrth the opportumty to

14



-1s- |

partrcrpate in any dlscussrons wrth stakeholders m CW. Investments concennng any proposed o
' 'restructurmg or recaprtahzatron Such drscussrons would have to take place in any event ;
partlcularly because, as noted above, the terms of the 8% Sefiior Subordinated Notes preclude the .

partres from completmg the Combmatron Transactron unless and until those terms of the Notes
- are appropnately dealt w:th : i '

| 56. : I have had hnnted contact wrth the GS Partres smce consrdermg therr counter .
proposal in late March 2009 Iam aware “that ‘other representatwes of the CMI Entities have ¥
been in ‘contact with the GS Partres and have been unsuccessful in havmg ﬁ'urtﬁxl drscussrons :

regarding the Shareholders Agreement

The Transfer of the Shares and the D|ssolut|on of 441 -
: '57.' ol Pursuant to a Drssolutron Agreement between 441 and CMI (a copy of whrch is

.attached as Exhrbrt “E” to thrs Afﬁdavrt), as part of the wmdmg-up and drstnbutron ofits =~
property, 441 ‘transferred all of its property (whtch consrsted of the Shares) to CMI effectrve s’

of the close of business on October 5,2009 and CMI undertook to pay and drscharge all of 441°s
liabilities and obhgatrons The drssoluhon of 441 was accompamed by varrous other documents
mcludmg a consent to transfer the Shares granted by 441 effectrve October 5, 2009 and dehvered

to Cw Investments and artrcles of drssolutron, all of- whrch were ﬁled on: October 6, 2009. _

pursuant to the CBCA

58. _ - For the reasons set out below, both the transfer of the Shares to CMI and the

dlssolutron of 441 were expressly permrtted by the Shareholders Agreement.

| 'The Transfer of Shares Was Permitted

59. r Sectton 6. S(a) of the Shareholders Agreement permrts the transfer of Shares toa
Parent of a Shareholder (as those terms are defined in the Shareholders Agreement), in’ the. :

followmg terms

Notwrthstandmg Sectron 6.1, each Shareholder shall be entrtled to Transfer
Shares to'a Parent of the Shareholder of to a corporation that is Conirolled by
the Shareholder or by a Parent of the Shareholder, provided that. such . .
Shareholder shall continue to be bound by all- of its obligations under this
Agreement. No such Transfer shall be éffective until the transferee executes and
delivérs to the Corporation a counterpart to thrs Agreerient in comphance with

. Sectlon 6. l(b) o :

15
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: 6ll.~ - The defined term “Teansfer” includes, among other things_,"any sale, exchange, '
assignment or giﬁ wh'ethe'r or not for value, . . ' ‘ ' ' :
61. Mr ‘Cardinale does not dlspute that cMI was: 441 s Parent. He alleges, w1thout

any explanatron, that CMI did not comply with the restnctrons on transfer of shares contamed m'

. the Shareholders Agreement The CMI Entities marntam that 441 was permltted to transfer the.

Shatés to CML. -

62. ' Mr Cardinale does, however, assert that he ﬁnds it “hard to beheve” that. CMI

' contmues to be bound by 441’s obhgatrons under the Shareholders Agreement It is not clear' .
- what he means by this. However, I note that all of 44l’s nght title and interest in and to any -

. contracts were transferred to CMI pursuant to the Dlssolutlon Agreement and that CMI assumed

all of 441’s liabilities and obligations and mdemmﬁecl 441 in respect thereof: CMI i is already a

" signatory to the Shareholders Agreement and the Shareholder Agreement contains a covenant by
CMI to ensure . that 441 carrres out its- obllgatrons thereunder (see sectron 22(b) of the.

Shareholders Agreement). Moreover, as set out above, 44l s only. specrfic obhganons under the .
Shareholders Agreement were to deal thh the Shares in certarn ways while it was a shareholder .

4 .Those oblrgatrons have fallen away srnce rt no longer owns the Shares,

.63 Accordmgly, the transfer of thie Shares from 441 to CMI was permrtted by the-

Agreement.

The Dlssolutlon of 441 Was Permrtted

64. . Nothmg in the Shareholders Agreement prohxbrted CMI frorn drssolvmg 441. To
the contrary, the parties specrﬁcally agreed i in section 6.13 of the Shareholders Agreement that
CMI could not dissolve 4414641 Canada Inc whrch is the drrect holdmg company of CW

Media Inc., without the coriserit of the GS Parties. 4414641 Canada Inc. is not”44l,

\ . notxmthstandrng the s1mrlanty in names. There 1s no other restrrctron, in the Shareholders ;
- Agreement or otherwise, on the ab111ty of CMI to drssolve any of its holdmg compames‘
Srmrlarly, the Shareholders Agreement does not prevent the chssolutron of the GS Holdco- '

Entities nor does it otherwrse limit or restrrct how the GS Partles may manage the GS Holdco
Entities. ' ' L
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65. CMI caused the drssolutron of 441 so that the transfer of the 441 shares to CMI

} could be effected i in a tax efﬁcxent manner. As’ part of the wind up, of 441, the Shares were. :
~ transferred to CMI by way ofa tax rollover -The tax rollover was intended to make the transfer a:
*  non-taxable event in the hands of the recrptent CMI The alternative would have been to uansfer _
the Shares to CMI as a d1v1dend which would have been a taxable event in the hands of the -
' reclprent should any gam have exrsted with respect to the Shares. CMI dlssolved 441 to render '

the transfer of its Shares a non-taxable event for CMJ, thereby ensurmg the maxrmrzatron of

value of CMI for its stakeholders o

66. . . = Onor about November 10, 2009 the GS Partres purported to revive 441 The .
. CMI Entrtres are Of the view that tlus actron vrolated the stay prov:srons of the Imtral Order -
Moreover, the purported revival of 441 exPoses CMI to the rlsk that the tax treatment of the

vtransfer of the Shares rnay now ‘be. open to questton If that was to happen it rmght have very
~ negative consequences. for the CMI Entrtres and thexr stakeholders A copy of correspondence

from counsel to CMl to counsel to the GS Parties concermng the purported revrval is attached as '

. Exhibit “F” to thrs Afﬁdavrt

‘Why the Shares were Transferred from 441 to CMI

67. - At paragraph 12 of the Cardinale Afﬁdavﬂ, Mr, Cardrnale refers to the role the .

Specialty TV Busmess wrll play “in the long term future of- a successﬁrlly restmctured
CanWest”. To the extent that Mr. Cardmale is suggestmg that the CMI Entrtres mterest in the
‘ Specralty v Busmess is important to a successﬁxl restructurmg, I agree with hnn '

“68. 7 CMI’s mterest in the Specralty TV Busmess is crrtrcal to the restructurmg and ' _
recaprtalrzatxon prospects of the CMI Entrtres It is one of the few segments of the CMI Entities’ o
business that has substantrally retamed its value and it represents what amounts, in the prevalhng

' market condrtrons to one of the CMI Entttles’ “crown Jewels ' '

69. ' In the penod leadmg up to the transfer of the Shares, the CMI Entities were
acutely aware that if CMI became msolvent, the ML Entrtres would be exposed to the nsk that
- the GS Parties would try effect a sale of therr interest in CW Investments and require a sale of

CMI’s mterest @f lt was still held through 441), pursuant to section 6 10 of the Shareholders ‘
Agreement If the GS Partres were able to sell CW Investments, it would ensure that the -
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Speclalty TV Busmess would play no role i in the long term future of the successfully restructured
CMI Entrtres ‘ '

70 'Secti'on 6.10(a) of the‘ SharehOlders Agreement provicles as follovrs:

(@) Notwrthstandmg the other. provrsrons of this Amcle 6, if an Insolvency
Event occurs in respect of CanWest and is continuing, the GS Parties “shall be
entitled to sell all of their. Shares to any bona fide Arm’s Length third party or
parties at a price and on other terms and conditions negotrated by GSCP in its
discretion provided that such third party ot parties acquires all of the Sharés held
by the CanWest Parties at the same price and on the same terms and conditions,
and in such event, the CanWest Parties shall sell their Shares to such third party -
or parties at such price and on such terms and conditions. The Corporation and
the CanWest Parties each agree to cooperate with and assist GSCP with the sale’ .
process (including by provrdmg potential purchasers designatéd by GSCP with
o confidential information regarding the Corporation (subject to 2 customary :
- _ conf dentiali rty agreement) and with access to management) ’

71. CIf the GS Parties were able to eﬁ'ect a sale of | CW Investments at tl:us trme and on

' ,terms hat suit the GS Parties, it would be drsastrous to the CMI Entities and therr stakeholders

The Specralty TV Busmess is a critical component of the overall value of the CMI Entrtres In-

) partrcular, it has allowed the CMI Entities to .

(@) ‘ diversify their revenue’ streams and reduce therr reliance on advertrsmg revenue
by neatly quadruplmg subscrrptron revenue in 2008;

®) capture a greater component of the specralty televrsron market which -is
. experiencing double-drgrt growth . . .

(©) mtegrate two operations — the Specralty TV Business and the CTLP TV Busmess
T —to maxnmze their combined market value, and’

(dy use the Specialty TV Busmess to maximize the efficiency of demographrc. .

targeting for advertrsers -

72. Fiscal 2008 marked nearly a full year of operatmg the Specralty TV Business.
Operating proﬁts of the Speeralty TV Business grew by 45% in fiscal 2008 and made up more
than 70% of the CMI Entities’ Canadian televrsron operating profit in that year. Moreaver, the

management and operatron of the Specralty vV Busmess and the CTLP TV Busrness allowed the -
CMI Entities to achieve cost savings of approxrmately $16 million in 2008, and an antrclpated :

- $35 mﬂhon by the end of fiscal 2009 ‘In addltron, the CMI Entities use the specialty television
channels, including both the Specralty TV Busmess and the specxalty channels operated by

CTLP, to leverage other unprovements within the CMI Entities by sharing programmmg content -

across multrple platforms, cross promotrons and sellmg free-to-air and specialty televrsron with”
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dlgrtal medmms together "The CMI Entltles beneﬁt greatly from the symbrotre relatronslnp o

between the free—to—alr televrsron stations and the specralty television stations. Each segment is

able to leVerage the other, and benefits from the synergres and opportumtres created by havmg :
- both segments managed and operated together, to the srgmﬁcant enhancement of the overall

enterpnse

73. Accordingly, the Speéialty ™ Business is a eritieal' component of the CMI..

Entities’ overall enterprise value, and therefore critical to any. successful restructunng or

: recaprtahzatron of the CMI Entrtres A forced sale of CMI’s interest in CW Tnvestments would ‘
materially prejudrce any prospect for a successful restructurmg or recapltalrzatron of the CMI .
" Entities. Even the overhangmg threat of a sale of CW Investments is adversely affectmg the .

'negotratron ofa successful restructurmg or recaprtahzatlon of the CMI Entmes

. 74 _The CMI Entities have carefully consrdered the rights and mterests of all of theu‘-
- stakeholder groups, mcludmg grvrng specrﬁc consrderatlon to the- respectrve -rights and _ '

obhgatrons of CMI and the GS Partiés under the Shareholders Agreement. The CMI En’utres

concluded that CMI could and should, in order to presetve enterprise. value and in the best .
interests of all of its sta.keholders, take steps to ensure that its 1nterest in CW Investments would

.be protected by the: stay of proceedmgs if it ﬁled for credrtor protectron

- 175, _ Aceordmgly, and as expressly penmtted by the terms of the Shareholders E :

Agreement, CMI caused 441 to transfer its Shares ‘of CW Investments to CMI

~76. . Mr Cardmale mtmmtes in the Cardmale afﬁdavrt that the transfer of the Shares

was motrvated by the insistence of the 8% ‘Senior Subordmated Noteholders That is incorrect.

The CMI Entities, the board of CMI and the Specral Comnuttee considered the intefests of all of -_ S
their stakeholders and acted in the best mterests of the CMI Entities. The CMI Entities have
consrstently taken the common sense and market drrven commerclal vrew that in order to :
-maxrrmze enterprrse value, their mterest in CW Investments .and therefore the Specralty v -
Busmess, should be preserved so that it can be dealt with as part of the. overall restructurmg or

recapitalization of the CMI Entrtles To be sute, the Ad Hoc Committee agreed wrth the CMI
Entities in this regard However, as prevrously déscribed rn th1s Afﬁdavrt this was an issue that

_ the CMI Entities had 1dent1ﬁed eatly on as bemg necessary to effect a successful gomg concetti -

restructurmg or reeapltahzatron
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T, ' , ' In this regard 1t is rmportant to note that when I (and others) met wrth the GS,. i
_ 'Partres in March 2009, we offered no assurance ‘that we would simply allow thie Shares to be
.subjécted fo a sale by the GS Partres on a “drag alon basrs "To the contrary, CMI specrﬁcally .

' advrsed the GS Partres in Ql 2009 that therr abrhty o effect a; sale of cw Investments pursuant

" to'section 6.10 of the Shareholders Agreement could be frustrated by an msolvency of CML -

8. . As drscussed above, the Shareholders Agreement was very carefully negotrated

by sophrstrcated partres who were mtensely conscrous of the need to protect therr respectrve -
mterests ‘under. varrous scenanos The steps that CMI took to transfer the Shares and drssolve' -
441 -were either expressly perm1tted or not’ prohrblted by the Shareholdets Agreement They _

. Were necessary to permit a going concern restructurmg or recaprtahzanon of the CMI Entities to
succeed and théy were in the overall best rnterests of the cMi Entrtres stakeholders generally

The Sale of the Ten Shares

79. - As noted above, the second prmclpal issue rarsed in the Cardmale Affidavit
relates to the- sale of Canwest Global’s mdrrect mterest in the shares of Ten' Holdmgs The Gs: |
" ‘Parties have alleged that the sale of the Ten Shares was nnprovrdent and that the use. of the' '
proceeds from' the sale ‘of the, Ten Shares, whrch was - ‘described in detail in the Initial Order L

Affidavit, conferred a preference on the 8% Semor Subordmated Noteholders

' 80. To my knowledge, none of the GS Partres are currently credrtors of any of the -
CMI Entities. - '
.81 - The GS Partres Motron sought an order setting asrde or amendmg paragraph 59 :

of the Initial Order herein. The CMI Entltres proposed a revrsron to paragraph 59(c) of the Tnitial

Order to whrch the GS Partres appear fo have agreed, As part of thrs motion, the CMI Entities

are requestmg that this Honourable Court amend the Initial Ordet as set out in' CMI’s Notice of-

Motion. In that Way, if the Momtor must conduct an mvestrgatron of the sale of the Ten Shares

and the drstnbutron of the. proceeds thereof there wrll be no uncertarnty as to whicther the . 3

Momtor isat hberty to do so.

: 82. In hght of the partres apparent agreernent to amend paragraph 59 of the Imhal

Order there is no need to descnbe the circiimstances surroundmg the sale of the Ten Shares. ' For

the sake of clarrty, however, the CMI Entltres proposal to amend paragraph 59(c) of the Initial .
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Ordei‘l' is not and should not be taken "'to' be, an acknowledgment that the"re was an’ything

‘untoward about the sale of the Ten’ Shares or the drstnbutton and ut111zat10n of the proceeds

thereﬁ'om On the contrary, the CMI Entities are ﬁnnly of the view that both the sale of the Ten
~ Shares and the dlstnbutron arid utrhzatron of the proceeds were vahd '

The Dlsruption Caused by the GS Parties’ MOtIOI‘I
83. ITam advrsed by Osler, Hoskm & Harcourt LLP (“Osler”) as-counsel to the CMI .

. Entmes and I beheve, that if this Honourable Court agrees that the GS Parties’ Motton is stayed, -
the GS Parties nnght nevertheless apply to have the stay lifted so they can pursue the GS Partres
Motton . ‘

84. In the interest of transparency, it is the posmon of the CMI Entities that allowmg
the GS Partres to contmue with that motlon would be enormously drsruptrve to the Apphcants’
restrucmnng efforts from a number of perspectrves '

85. _ Fnst as drscussed above, CMI’s mterest in the Specralty TV Busmess isa
significant portron of its enterprise value." The GS Parties’ claim that they have the right to force
.a sale of CW Investments is very destablhzmg for CMI’s ongomg restructunng and
recaprtahzatron efforts.

86. ' Second the GS Partres have made sweepmg requests for documents in connectlon :
with the GS Parties’ Motion, akin to documentary dlscovery in an action.” A copy of the GS 4

. Parties’ request for documents is attached to the letter at Exlnbrt “A” to the Supplementary
Cardinale Afﬁdavrt The GS Partres have asked. for “full productro » of various categories set
out in a list that runs three pages in length I am advrsed by Osler as counsel to the CMI Entrtres
" and I beheve that: for the CMI Entmes o develop appropnate search parameters, locate and
catalogue responsrve documents, and approprrately redact them for pnvdege ‘would take

hundreds of hours and cost ata mrmmum, hundreds of thousands of dollars In addrtron tothe -

.costs of such an exercise, the efforts requu‘ed by the employees of the CMI Entities to respond to-

' the GS Parties deriand for documents would be immense. The CMI Entmes can ill afford to

' expend the time or resources to respond to the GS Parties’ document requests Further, the
 individuals who would be required to respond to-the document request are the very ‘same
individuals who are spearheadmg the CMI Entities’ restructunng and recaprtahzatron eﬁ'orts
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- 87. The situation is compounded by the GS Parues proposed scattergun approach to
conducting exammauons. The GS Parties have 1dent1ﬁed nme - directors and/ot senior officérs of .
the CMI Entmes 'whom ihey wish to examme They have also asked to examine each and evety: - -

member of the Ad Hoc Commxttee Moreover, they reserve the right to examirie ‘an

: mdetermmate number of additiona! witnesses if;. based upon addmonal mfounatnon, they feel -

i addmonal exarnmanons are Warranted.

88. The thnesses that the GS ' Parfies propose to eXamme include the most ‘senior

executives ‘of the CMI Entities; those ‘who are most mtensely mvolved in the enormously ,

complex process of achieving a suceessful gomgconcem resfructunng or recapxtahzauon of the

- CMI Entities. Myself, Mr. Stephen, M, Magulre and the others are a[l working flat out.on trymg o
to ach:eve a suceessﬁd resttucturmg or recapltahzauon of ﬂxe CMI Entmes. Frankly, the last .
thmg we' should be doing at this pomt lS prepanng for a forensic exammatlon, in mmute detail, of .
_events that, have ‘taken place over “the past several months At thls pomt m the;

restrucmnng/recapxtahzauon proeess, the propowd exammattons would be. an enormous

distraction and would s1gmﬁcantly prejudtce the CMI Entities’ restmctmng and reeapltallzauon '

efforts.

'SWORN BEFORE ME f the City of |
Wmmpeg, in the Provmce of Manitoba, .
on November24 2009, [ T
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 Schedule “A”

~ Applicants | ..

_Canwest Global Commumcatlons Corp
lCanwest Media né.”
MBS Productlons Inc.

Yellow Card Productlons Inc.

Canwest Global Broadcastmg Inc /Rad10d1ffusxon Canwest Global Inc

Canwest Televtsmn GP Inc.

“Fox, Sports World Canada Holdco Inc
_Global Centre Inc. '

Mul’asound Pubhshers Ltd

. . Canwest Intematmnal Commumcatlons Inc
. Canwest Irish Holdmgs (Barbados) Inc.

Westem Commmucatlons Inec.

. Canwest Finance Inc /Fmanclere Canwest Inc

National Post Holdmgs Ltd

. Canwest International Management Inc N
. Canwest Internatlonal Dlstnbutlon anted
Canwest MedJaWorks Turkish Holdmgs (Netherlands) L
. CGS Internanonal Holdmgs (Netherlands)

CGS Debenture Holdmg (Netherlands)

. ,CGS Shareholdmg (Netherlands)
.-CGS NZ Radio Shareholdmg (Netherlands) '

4501063 Canada Inc.

. 4501071 Canada Inc. .

30109, LLC

. CanWest MediaWork_s (US) .Ho.ld.ings Corp -
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" Schedule “B”
f'artnei;ships"
" 1. Canwest Television Limited Partncrship

2. Fox Sports World Canada Partnership .

3. The National Post Cbmp'in&/Lé Publication Natjonal Post
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Court File No. CV-09-8396-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES® CREDITORS
ARRANGEMENT ACT,R.8.C., 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF CANWEST GLOBAL
COMMUNICATIONS CORP,, AND THE OTHER
APPLICANTS LISTED ON SCHEDULE “A”

Applicants

AFFIDAVIT OF JOHN E. MAGUIRE
(Sworn January 18, 2010)

1, John E. Maguire, of the City of Winnipeg, in the Province of Manitoba, MAKE
OATH AND SAY:

1. I am the Chief Financial Officer of Canwest Global Communications Corp.
(“Canwest Global”) and its principal operating subsidiary Canwest Media Inc. (*CMI”). 1 am
also a director of CMI and an officer of certain of the Applicants listed in Schedule “A” hereto
(the “Applicants™). As such, I have personal knowledge of the matters deposed to herein. Where
I have relied on other sources for information, I have specifically referred to such sources and
verily believe them to be true.

2. This affidavit is sworn in support of a motion brought by Canwest Global and the
other Applicants listed on Schedule “A” hereto and the Partnerships listed on Schedule “B”

hereto (the “Partnerships” and, together with the Applicants, the “CMI Entities”) secking an

Order extending the Stay Period (as defined below) from January 22, 2010 to March 31, 2010.

Background

3. The CMI Entities were granted protection from their creditors under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”),
pursuant to an initial order (the “Imitial Order”) of the Ontario Superior Court- of Justice
(Commercial List) (the “Court”) dated October 6, 2009 (the “Filing Date”). FTI Consulti_ng

TOR _H20:4880770.4
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Canada Inc. was appointed at that time to act as monitor (the “Monitor”) in this CCAA
proceeding. -

4. The Initial Order, a copy of which is attached as Exhibit “A” to this Affidavit,
granted, infer alia, a stay of proceedings (the “Stay Period”) until November 5, 2009, or such
later date as this Honourable Court may order. On October 30, 2009, the CMI Entities obtained
an Order, inter alia, extending the Stay Period until January 22, 2010 (the “October 30%
Extension Order”). A copy of the Order extending the Stay Period to January 22, 2010 is
attached as Exhibit “B” to this Affidavit.

5. Later in the day on October 6, 2009, the Monitor obtained a Témporary
Restraining Order from the United States Bankruptcy Court (Southern District of New York)
(the “U.S. Bankruptcy Court”) under Chapter 15 of the U.S. Bankruptcy Code (the “Chapter
15 Proceedings”) temporarily enjoining certain suppliers, including television production
studios, distributors and other key suppliers, from taking certain action against the CMI Entities
who are party to the Chapter 15 Proceedings. On November 3, 2009, the Monitor obtained an
order from the U.S. Bankruptcy Court granting formal recognition of the CCAA Pioceedings as
"foreign main proceedings" and a permanent injunction for the duration thereof,

6. On October 14, 2009, the CMI Entities obtained an Order establishing a
procedure for the identification and quéntiﬁcaﬁpn of certain claims against the CMI Entities and
the directors and officers of the Applicants (the “Claims Procedure Order”). A copy of the
Claims Procedure Order, without schedules, is attached as Exhibit “C” to this Affidavit,

7. Pursuant to the Claims Procedure Order, the CMI Entities were required, inter
alia, to send a claims package to eéch of the known creditors of the CMI Entities (the “Known
Creditors” and each a “Known Creditor”) setting out the quantum of the Known Creditor’s
claim, based on the books and records of the CMI Entities, by no later than October 22, 2009.
Subject to claims covered by the Extension Order described below, if 2 Known Creditor disputed
the quantification of its claim by the CMI Entities, the Claims Procedure Order required the
Known Creditor to deliver a notice of dispute to the Monitor by no later than November 19, 2009
(the “CMI Claims Bar Date”). In addition, the Claims Procedure Order required the CMI
Entities to place notices in several major English and French newspapers in order. put any
unknown creditors of the CMI Entities (the “Unknown Creditors” and each an “Unknown
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Creditor”) on notice that certain claims against the CMI Entities and/or the directors and
officers of the Applicants were being called for in the CCAA proceedings. To that end, notices
were placed in The Globe and Mail (Nationél Edition), the National Post, La Presse and The
Wall Street Journal between October 16 and 20, 2009. All Unknown Creditors who believe they
have a claim against the CMI Entities and/or the directors and officers of the Applicants were
required to deliver a proof of claim to the Monitor by the CMI Claims Bar Date. If the CMI
Entities did not agree with the nature or quantum of an Unknown Creditor’s claim, the Claims

Procedure Order required the CMI Entities to deliver dispute notices to such unknown creditors

by November 30, 2009.

8. Further details regarding the background to this CCAA proceeding are set out in
the affidavits sworn by me on October 5, 2009 (the “Initial Order Affidavit”), October 22,
2009, October 27, 2009 and November 27, 2009, and unless relevant to the present motion, are
not repeated herein. A copy of the Initial Order Affidavit, without exhibits, is attached as Exhibit
“D” to this Affidavit.

9. Capitalized terms used herein but not otherwise defined have the meanings
ascribed to them in the Initial Order Affidavit. '

STAY EXTENSION
10. Since the granting of the Initial Order, the CMI Entities have been operating their

businesses as going concerns. The CMI Entities have been and continue to act in good faith and
with due diligence in pursuing a consensual recapitalization transaction (the “Recapitalization
Transaction™), as contemplated in the term sheet negotiated with the Ad Hoc Committee, in
order to ensure that as many as possible of the CMI Entities, and the businesses they operate,
continue as going concerns — thereby preserving and maximizing enterprise value and
maintaining employment for as many employees as possible. With the assistance of the Monitor
and the CMI CRA, the CMI Entities have, among other things, communicated and dealt with
numerous stakeholders from an operational perspective, considerably advanced the identification
and quantification of claims against the CMI Entities and the directors and officers of the
Applicants pursuant to the Claims Procedure Order and, with the assistance of their financial
advisor, engaged in a comprehensive equity solicitation process which remains ongoing in order

to identify an equity investor(s) for the restructured Canwest Global.
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(a) Status of Claims Procedure
1. On or before October 22, 2009, the Monitor mailed over 3,400 claims packages to

the Known Creditors, including to employees, setting out the CMI Entities’ valuation of each
Known Creditor’s claim based on the books and records of the relevant company, pursuant to the
Claims Procedure Order. '

12, The Monitor received approximately 475 proofs-of claim purportedly from
Unknown Creditors prior to the CMI Claims Bar Date. Many of these claims were in fact filed
on behalf of Known Creditors of the CMI Entities and required the Monitor and the CMI Entities
to assess whether they were required to formally respond to each such claim by the November
30" deadline. In addition, claims filed on behalf of certain retirees of the CMI Entities (the
“Retirees”) by -Cavalluzzo Hayes Shilton McIntyre & Cornish LLP, the Court-appointed
representative counsel (the “Representative Counsel”) for those Retirees, appeared to overlap
with and were potentially duplicative of claims filed by counsel for the Communications, Energy
& Paperworkers’ Union (“CEP™) and/or claims filed by individual employees. With the
assistance pf the Monitor, the CMI Entities have been working to resolve the duplicative claims.
This required the CMI Entities to cross-reference the claims filed against lists of employees and
Retirees.

13. In order to provide sufficient time for the CMI Entities, with the assistance of the
Monitor, to review and respond to the proofs of claim filed by the Unknown Creditors, an Order
was obtained on November 30, 2009 extending the deadline for providing responding dispute

notices in respect of Unknown Creditor claims until December 11, 2009 (the “Extension -

Order”). The Extension Order also allowed Known Créditors who had been identified by the
CMI Entities after October 22, 2009, and who were subsequently sent claims packages prior to
the CMI Claims Bar Date, to respond to th¢ CMI Entities’ valuation of their claim by December
17, 2009. A copy of the Extension Order is attached as Exhibit “E” to this Affidavit.

14. The CMI Entities, with the assistance of the Monitor, reviewed and responded to
all Unknown Creditor claims by December 11, 2009. The CMI CRA was consulted with respect
to many of these responses. Approximately 475 notices of revision or disallowance were sent in
respect of these Unknown Creditor claims. All but one of the asserted claims were rejected in

their entirety. Pursuant to the Extension Order, Unknown Creditors who disagreed with the CMI
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Entities’ rejection of their claim were required to deliver the required dispute notice to the
Moenitor by December 23, 2009.

15. Excluding claims filed by Representative Counsel and the CEP, approximately
230 Known Creditors have disputed their claims as calculated by the CMI Entities, A significant
number of the disputed claims filed by Known Creditors involve disputes of $25,000 or less and
relate to accounts payable or employee matters. No further formal dispute notice is required to
be sent by the CMI Entities to Known Creditors who have disputed the CMI Entities’ valuation
of their claims.

16. Including claims filed by Representative Counsel and the CEP, approximately
425 Unknown Creditors have disputed their claims as revised or disallowed by the CMI Entities.

17. The CMI Entities are in the process of reviewing the dispute notices that have
been received from Known Creditors and Unknown Creditors and which remain outstanding and
will attempt, with the assistance of the Monitor and the CMI CRA (where applicable), to resolve
the disputes for voting and distribution purposes. To the extent that such creditor claims cannot
be resolved on a consensual basis, they will be referred to a Claims Officer or the Court for
adjudication in accordance with the Claims Procedure Order. '

(b) Equity Solicitation Process
18. As noted in the Initial Order Affidavit, under the Recapitalization Transaction, it

is proposed, inter alia, that one or more Canadians (the “New Investors™) will invest at least $65
million in a restructured Canwest Global Communications Corp. (“Restructured. Canwest
Global™). The equity interest in Restructured Canwest Global must be acceptable to CMI and the
Ad Hoc Committee. '

19. On November 2, 2009, the CMI Entities’ financial advisor, RBC Capital Markets
(“RBC”), commenced an equity solicitation process in order to identify a potential New
Investor(s). RBC is conducting the equity solicitation process in two phases.

20. In the first phase, RBC contacted approximately 90 potential investors to inquire
whether they would be interested in making an equity investment. The list of potential investors
included both strategic and financial investors. In total, approximately 50 potential investors
expressed interest and were sent a “teaser” document and a non-disclosure agreement (“NDA”).

TOR_H20:4880770.4

30



-6-

The “teaser” provides a high-level overview of the investment opportunity and the equity
solicitation process and was designed to assist potential investors in determining whether or not
to execute an NDA and receive more detailed information regarding the investment oppdrtunity.
Ultimately, 22 potential investors executed NDAs and received a more comprehensive
confidential information memorandum and access to an internet-based data room containing
further confidential information. Potential investors who executed an NDA were invited to
submit non-binding proposals, along with a mark-up of a proposed equity term sheet, by no later
than December 2, 2009. 4

21. RBC has recently commenced Phase 2 of the solicitation process shortly after the
receipt of non-binding proposals and has invited a number of the potehtial investors who
submitted non-binding proposals in Phase 1 to participate in the process going forward, As part
of Phase 2 of the solicitation process, the CMI Entities’ management team, together with RBC,
have provided edch participant in Phase 2 with a management presentation as well as further
detailed information regarding the investment opportunity to facilitate each party's ongoing due
diligence. The CMI CRA has been actively involved in and the Monitor has been kept apprised
of all aspects of the equity solicitation process. 4

(c) Other Key Dates
22, The granting of an extension of the Stay Period is also required as certain key

dates with respect to the Recapitalization Transaction arise after the current expiry of the Stay
Period. For example, the Term Sheet requires the Plan to be implemented by no later than April
15, 2010,

23. The CMI Entities and the Ad Hoc Committee are currently in discussions with
respect to extending the date on which creditor approval of the Plan is required.

Conclusion
24. It is my belief that it is appropriate to extend the Stay Period to March 31, 2010.

Extending the Stay Period will allow RBC to continue the equity solicitation process, which will
allow the CMI Entities to continue to work towards the implementation of the Recapitalization
Transaction through the development of a plan of arrangement or compromise. Extension of the
Stay Period will also allow the CMI Entities to deal with creditor claims as required by the

Claims Procedure Order, including adjudicating any disputed claims that cannot otherwise be
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resolved in a satisfactory manner, and to deal with other matters inherent in the proposed
restructuring, all in consultation with the Monitor, with the objective of obtaining the best
possible result for a restructuring for the benefit of all stakeholders. It is my understanding that
the extension of the Stay Period to March 31, 2010 is supported by the CMI CRA, the Ad Hoc
Committee and CIT Business Credit Canada Inc.

SWORN BEFORE ME at the City of

Winnipeg, in the Province of Manitoba,
on January 18, 2010. /%Z/\
‘

SR (/ John E. M4
Gl

Commissioner for Taking Affidavits

JANICE AUDREY ANDERSON
A NOTARY PUBLIC
IN AND FOR THE PROVINCE OF MANITOBA,
APPOINTMENT EXPIRES MAY 14, 2010.
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Schedule “A”

- Applicants
Canwest Global Communications Corp.
Canwest Media Inc.
MBS Productions Inc.
Yellow Card Productions Inc.

Canwest Global Broadcasting Inc./Radiodiffusion Canwest Global Inc.

Canwest Television GP Inc.

Fox Sports World Canada Holdco Inc.
Global Centre Inc. -

Multisound Publishers Ltd.

Canwest International Communications Inc.

. . Canwest Irish Holdings (Barbados) Inc.

Western Communications Inc.

Canwest Finance Inc./Financiere Canwest Inc.
National Post Holdings Ltd.

Canwest International Management Inc.
Canwest International Distribution Limited
Canwest MediaWorks Turkish Holdings (Netherlands)
CGS International Holdings (Netherlands)
CGS Debenture Holding (Netherlands)

CGS Shareholding (Netherlands)

CGS NZ Radio Shareholding (Netherlands)
4501063 Canada Inc.

4501071 Canada Inc.

30109, LLC

CanWest MediaWorks (US) Holdings Corp.

TOR_H20:4880770.4

33



-9.

Schedule “B”»

Partnerships

1. Canwest Television Limited Partnership
2. Fox Sports World Canada Partnership
3. The National Post Company/La Publication National Post
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