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Assessment of Proposed Filmport Transaction and
Proposed Loan to TEDCO

J!)'%te ] April 3, 2009
.l'f"t;: City Council
me City Mana‘ager and -
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”Wards: 30 '“ 77 " 5

Reason for This report is about a proposed or pending land acquisition by the City or
Confidential | onc of its agencies, boards, and commissions

| Information:

i . -

! Reference [The City is developing a new tracking system for reports. City Clerk's

| Number: Office staff will use this section for the numbers. You may also use this

section for report reference numbers that you use in your own division.]
SUMMARY

This report is intended to provide Council with a financial assessment of the following:

e The proposed amendments to the Ground Lease and Option Agreements for the
Filmport lands

e The proposed purchase by TEDCO of an ownership share in Filmport Inc.

e The proposed loan from the City to TEDCO of $6.7 million for the purpose of funding
the above purchase

Staff have determined that the proposed transaction will improve the financial
sustainability of the film studio operations on Filmports Phase 1 lands and result in the
retention of a key anchor for the proposed convergence district in the City’s Port Lands,
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RECOMMENDATIONS

The Deputy City Manager and Chief Financial Officer and the Deputy City Manger
recommend that;

I City Council approve the recommendations in the April 3. 2009 report from the
Board of the Toronto Economic Development Corporation

b

City Council approve a loan of $6.7 million to TEDCO as described in Table 3 of
the confidential attachment and on such terms and conditions acceptable to the
Deputy City Manager and Chief Financial Officer

DECISION HISTORY

In September 2005. Council approved the terms for a lease of the lands north of the
Shipping Channel and east of the Don Roadway to Toronto Film Studios Inc. These lands
were to be developed as a film studio and for other ancillary uses.

In December. 2008, Council approved amendments to the lease that would facilitate the
sale of an interest in the project and raise funds for the continued operation of the film
studio being completed on the site. The sale of an interest in the project did not proceed.

ISSUE BACKGROUND

The need for a large purpose-built studio complex in Toronto was first highlighted
through a study carried out by Economics Research Associates in 1999 on behalf of the

Ontario Film Development Corporation.

This study found that Torontos ability to attract larger film productions was being
hindered as a result of a lack of appropriate facilities. The Board of the Toronto
Economic Development Corporation (“TEDCO”) initiated a project to address this
deficiency through a Request for Expressions of Interest (“REOI") in 2003 which sought
proponents interested in the construction of a studio complex on lands owned by TEDCO
in the City’s Port Lands. The Port Lands were chosen as the site for the proposed studio
because of its proximity to the existing cluster of studios. suppliers and support
companies and becausc of its proximity to downtown.

This project was intended to act as a catalyst for secondary development and build
confidence in the future of the port district as an area for employment. Its focus and soals
were consistent and supportive of the vision for the overall waterfront development
articulated by Waterfront Toronto. Recognizing this, in 2003, the City"s Central
Waterfront Secondary Plan made provision for a film/media convergence district in the
Port Lands anchored by a major film studio complex.
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Following the international call for proposals. the City of Toronto, through its
development agency TEDCO, selected Toronto Film Studios Inc. (TFSI) and its parent.
The Rose Corporation, in 2004 as the successful partner. In 2005, a ground lease for a
260,000 SF Phase 1 complex was executed. In 2006, TEDCO and Rose Corporation
began one of the City’s first public private partnerships to build an essential component
of infrastructure to support the film, television and digital media cluster in Toronto.

In August, 2008, Phase 1 of Filmport, with 250,000 {12 of production and seven studios
including the “Megastage™., was officially opened. Unfortunately, upon opening. Filmport
immediately faced exceptionally adverse business conditions.

Overall demand for film production facilities fell sharply in 2008 because of film
industry labour issues and because of the general decline in film production by the major
American television networks.

Filmport's competitive position relative 1o other production locations around the world
also declined last year because of the high value of the Canadian dollar and the more
generous film production incentives being offered by governments in other jurisdictions.

As a result. the current owners of Filmport have had to fund significant operating
shortfalls. Although the lower value of the Canadian dollar has once again resulted in
increased demand. the current owners are experiencing difficulty in providing funding for
the remaining construction costs and continued operations of the studio.

A failure to provide funding would call into question the future of the buildings as film
production facilities. Consequently, TEDCO has been negotiating with the existing
owners and prospective partners in order to reach an agreement that will provide for a
sustainable financial structure for the venture.

CONTACT

Joe FFarag
Tel: 416-392-8108
Fax: 416-397-44635

jfaragltoronto.ca

SIGNATURE
Joseph P. Pennachetti Cam Weldon
CityManager Deputy City Manager and

Chief Financial Officer
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ATTACHMENTS
Attachment 1 - Confidential Information

Assessment of Proposed Filmport Transaction and Proposed Loan to TEDCO
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Attachment 1 — Confidential Information *}’Q QZCJ j Q

Proposed Filmport Restructuring and Loan to TEDCO

Date: April 3, 2009 N 7 o
To: City Council | £
o City Manager and 7ol M ) ;

Deputy City Manager and Chief F manmai Ofﬁcer

CONFIDENTIAL INFORMATION

M

Financial Impact e g g

According to the pro-formas that have been’ supphed by TEDCO staff, the revenues
generated for TEDCO by the Filmport prmcc’f will be sufﬁcwm to repay the proposed
$6.7 million loan from the City. The repayment of the’ (;)iy s loan, in years 5-10 of the
project, will be funded through land rets paid By FJImport to TEDCO, dividends earned
on TEDCO's 20% ownership share’i m 1he project, and other revenue.

/ \ ‘\ §
It should be noted that the Canadian ﬁlm mdustry has experienced highly variable
business conditions over the Iasl ten years and there is a risk that the pro-forma outcomes
will not be achieved. Consequentiy, thcre is.also risk associated with the potential
repayment of the proposed Joan, from. the C1ty to TEDCO.

£l S
e Sad ¥

Economic Impact

\\

Although there is nsk assocxated w1tl1 the proposed loan, this risk is offset by the
considerable ecotiomic-aid. c1ty—bu1}dmg benefits associated with the continued operation
of the studios. at Tﬁmport

\\ ‘\\\
As discussed in The pubhc portion of the report, these studios are a critical anchor for the
proposed t:onvergcnce district in the Port Lands.

s‘ i \ \

COMMENTS

n-"““--s\\‘ \ - .

Emstmg O“nershlp and Financing Structure for Filmport

Thc ﬁ]m studzo buildings, including the “Megastage”, and the leasehold interest in the
‘Flhnport ]amis are currently owned by Toronto Film Studios Inc. Toronto Film Studios
Inc. is;in turn, owned by Filmport Inc. The Rose Corporation is the majority owner of
Filmport Inc. as it currently holds approximately 77% of the shares. Comweb
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Corporation and Ken Ferguson (together with a family trust) are the minority
sharcholders.

Financing for the project has been provided by GE Capital Canada Equipment Financing
G.P. (“GE"). GE has provided loans to Toronto Film Studios Inc. with a total principal
amount of approximately $31.5 million.

As an inducement to Filmport in the original Ground Lease transaction, TEDCO
provided a $9 million loan guarantce to GE, which helped to sectire the primary loan. In
addition, The Rose Corporation (*Rose”), the majority owner of Filmport, provided two
further guarantees to GE for a total amount of $8 million.

Current Financial Status of Filmport

TEDCO has informed City staff that approximately $2.4 million in construction payment
holdbacks will come due on April 6™ and that, if these are not paid, that the contractors’
will file liens against the studio’s owners. Filmport's sharcholders have indicated that
they will not fund the payment of these holdbacks.

If the liens are filed, this will trigger a default under the GE loan agreements. Once there
is a default, GE has the right to claim the $9 million that TEDCO has placed in trust as
security for its loan guarantee. '

TEDCO has the right to cure a default but, according to TEDCO, approximately §8
million will be required to fund the outstanding construction costs and fund operating
shortfalls until another buyer can be found.

If a default isn't cured, GE can potentially take over the lands and sell Filmport’s
buildings and leaschold interest to another party. As a default will likely damage
confidence in the facility’s potential film production clients, there is possibility that a
prospective purchaser will have to convert the facility to another industrial land use.

Terms of Proposed Letter of Intent

In order to prevent a dcfatﬂf, TEDCO has negotiated a Letter of Intent (“LOI™) with
Return on Innovation Capital Ltd (“RO1")., Castlepoint Studio Partners Ltd.
(“Castlepoint™), Rose Corporation (“Rose”, and Comweb Corporation (“Comweb™). This
LO1 outlines the terms for the restructuring of Toronto Film Studios Inc. A summary of

the LOI transaction is provided below in Table 1 (a more detailed description of the

transaction can be found in the report from the Board of TEDCO that is before the same

meeting of Council).

r
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Table I — Summary of Filmport Transaction According to L.O]
_ /-Post-
Pre- Post- Equity Deferred 'i ransactlon .
Transaction | Transaction | Purchase Equity “GE. Loan—|"
Share of Share of Down Purchase_ Gu':rantee
Total _Total Payment Paymenl Amounts
Partner Ownership | Ownership | ($millions) ($zm1 1ons) ($ mlllz ons)
Rose/Ferguson 80% 0% - - Nl
Comweb 20% 20% . g " ™ L@
; Sy N /;
ROI/Castlepoint 0% 60% 954 |~ 30 48
TEDCO 0% 20% g8~ To/ 15
Totals: 100% 100% |/ A2727] 40 8.0

A principal component of the LOI is the. acqmsztmn of an 80% interest in Filmport Inc.
from Rose Corporation and Ken Fcrguson/ZIOiigl 0-Qritario Inc. by ROIL, Castlepoint, and
TEDCO through the following cqutty mvestments
\ g a[
e A purchase by ROJ/Cast]epomt of T5% o;" the Rose/Ferguson shares for
approximately $12.54 million;. with. $9.54 million payable on closing and $3
million payable aﬁer 5 years (pius mterest on $3 million)

» A purchase by TEDCO of 25% of: the Rose/Ferguson shares for approximately
$4.18 mllhon *mih $3 18 mlIhon payable on closing and $1 million payable after
5 years (plus i mtcrcst on the SI million)

After closing, ROUGasﬂcpmnt would own 60% of the shares in the project, TEDCO
would own 20% of: the shares and Comweb would retain ownership of 20% of the
shares. S N

o

— .

The share purchasc pmcc is based on an overall enterprise value of $52.5 million and debt
to GE of $31 6 mi hon This results in a net value of $20.9 million and a total price of
$16.72. mllhon for. hlﬁ 80% share currently owned by Rose/Ferguson. According to
TEDCQ, \thc actuai amount that has been spent by the current sharcholders on the
,constmctmx\l\ of the studio has been $62.5 million.
[ £y
- AsRose will no longer be associated with the venture, the new partners will have to take
ovcr the $8, million in loan guarantees that Rose has provided to GE. TEDCO’s share of
this responsibility would correspond to a guarantee on $1.6 million of this debt. This will

have to be secured through a deposit of $1.6 million in cash in a trust account.

e
N,
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In addition to the share purchase, the LOI requires a number of concessions from
TEDCO that are intended to provide the studio with improved cash flow as it expands 1ts
clientele. The first of these is the conversion of the existing $9 million loan guarantee into
a $9 million early repayment of principal on the GE loan (reducing the principal from
approx. $31.5 million to approx. $22.5 million). Filmport would repay this amount to _
TEDCO over a period of fifteen years. However, there would be an initial 5-year
repayment holiday during which no interest would accrue on this amount. This means
that, in present value terms, TEDCO would receive a repayment equal to approximately
$6.8 million (after the repayment holiday, interest would be charged at the greater of
5.6% and the annual rate payable under the GE debt at such time).

The second required measure is a deferral of 50% of the land rent that would otherwise
be payable to TEDCO over the next five years. This deferred rent shall be repaid on the
same basis as Filmport's repayment of the §9 million GE loan prepayment amount. No
interest is to accrue on the deferred rent. o '

The LOI also contains an important measure for capping the risk associated with ROI's
share purchase. If the value of the studio has declined after 7 years, ROI can force the
other shareholders (including TEDCO) to buy these shares for the original price paid by
ROI ($3.16 million). TEDCO’s share of the cost for this share purchase would be
approximately $790,000. .

A final component of the LOI is that is stipulates that Pinewood Shepperton PLE
(“Pinewood”) be retained as the new manager for the studio. Pinewood is a large studio
operator in the United Kingdom with 34 stages at its Pinewood and Shepperton studios.
In 2008, Pinewood generated annual revenues of 43 million British pounds.

Funding for TEDCO’s Irﬁpleiﬁeniaﬁqn of the LOI Terms

In order to implement the LOT terms, TEDCO will require funds from the City. TEDCO
has requested these funds in the form of a loan with a principal amount of $6.7 million.
The breakdown for the required amount is shown in Table 2.

Table 2 — Purpose of Proposed TEDCO Loan Amount

o Amount ($ millions)
Down Payment for Filmport Shares 4.2
Deferred Payment for Filmport Shares 1.0
Amount Required to Secure $1.6 million 1.6
loan guarantee.
Closing Costs and Working Capital 0.9
i £ Total: 6.7
e Table 3 — Terms for Proposed TEDCO Loan

Amount: $6.7 million '
Term 10 years

4
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Amortization Period: 5 years (from years 6-10 of the project)

Interest Rate 4% compounded semi-annually

Other: 1. Principle and interest for years 1-5 defen‘ed and payab]e in~
years6-10

2. despite 1) above, any revenue received by TEDCO bc ﬁrst
applied to reduce the City loan

3. Any other requirement of the City Chmf Fmancxa] Off cer

f\\ >.’ \,” 1\

City and TEDCO staff have agreed that there would be an 1n1t1af repaymcnt hohday for
five years as TEDCO’s revenues from the project will mosﬂy ‘be deferred during this
period. 1t is,therefore, proposed that the loan from the City be amomzcd and repaid over
years 6-10 of the project. M N

o
-

The interest rate applied to the loan would be 4%, whmh 1s apprommdiciy equal to the
returns on the City’s longer-term investments. Another 1mp0rtant~provrsmn of the loan is
that TEDCO will be required to apply any rent, 21v1dends or.other revenue realized by
TEDCO for Filmport towards paying down t e Ity loan. b

. .

L / b
Financial and Risk Assessment Comparison 4 '

— -\,‘

e

Table 3 below provides a summary companson of the. outcomes that are likely to result
under a status quo scenario and under the propmed terms of the LOL
]

\ e

Iablc . quk Assesmmnt Comparison

Pa e Exastmg\ 7

/ {assummg Rosc dcfault) LOI

Status of s GE demands payment of $9 million o If Filmport successful, TEDCO
TEDCO’s $9 TEDGO guarantce and utilizes this to may realize repayment up to
million recover part of the outstanding loan total present value of $6.8

%, : e
balance~., million

s \\ N\

Status of Land‘,"

Rent to TEDCO-..

f' nds figw-{tenant

Deferral of 50% of reni {or five
years

TEDCO Equ'ii“)?w - none; ™y $4.19 million
Investmeént~ | o
chmred Ny

F urther Potenndl

o ‘none beyond those already provided for

1/5 of any operating shortfalls

Llablhtles ] ’ | "in the ground lease and ancillary $1 6 sillion loan gunrantee
Lot T documents
é i 1/4 of ROI put option price at
. » year 7
Upside .~ e none ownership of 1/5 of the shares

of a studic managed by a firm
with broad experience and a

Confidential attachment on Proposed Filmport Restructuring




strong brand

e improved prospects for
continued operation of the
studio with the associated
positive city-building and
cconomic impacts ‘

As discussed above, the existing owners of Filmport have indicated that, in the absence of
a financial restructuring, they will stop funding the remaining construction costs for the
studio. This will likely result in a default under the loan agreement. After such a default,
it is likely that GE will seize the $9 million currently placed in trust as security for
TEDCO’s loan guarantee. The prospects for a recovery of all or a portion of this $9
million are uncertain and unlikely. ; '

The proposed LOI should improve the prospects for recovery of this $9 million amount.
While repayment of this amount will be deferred, it is anticipated that the studio will now
have an opportunity to establish a growing clientele under the new management.
Repayment of the $9 million can then occur after growth in the studio’s revenues.

In order to implement the LOI, though, the City and TEDCO will be increasing the
financial assets exposed to risk in the project. These assets will include the $4.2 million
for the share purchase together with the $1.6 million deposited by TEDCO as security for
the loan guarantees that the new shareholders will be taking over from Rose. TEDCO
will also potentially have to share in the funding of the ROI put option in year seven.

Based on the studio pro-formas proyided by TEDCO, there will be sufficient cash flow to
TEDCO from the project to fund repayment of the $6.7 million amount borrowed by
TEDCO to fund these expenditures.

However, the likely financial outcome for the studio is very difficult to forecast. A large
portion of the demand for Filmport’s facilities will be from foreign producers that have
historically been attracted to Toronto because of Jower film production costs relative to
Los Angeles. These relative film production costs depend heavily on the Canada-U.S.
exchange rate which has been highly volatile over the last two years. TEDCO reports that
there is currently conisiderable demand for Filmport's facilities with the existing -
exchange rate. However, a potential return to the exchange rates experienced early in
2008 would have a damaging impact on demand for Filmport’s facilities.

This risk of futiire adverse business conditions must, of course, be weighed against the
significant, negative economic and city-building implications that would result from a

~ potential default on the studio’s financing if a restructuring is not implemented.

Additionally, staff view the involvement of private investors such as ROI, Castlepoint
and Comweb as a positive expression of confidence in the studio’s financial prospects.

Secking a Partnership with the Province of Ontario
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Staff have sought to establish a partnership with the Province of Ontario in providing
support for the continued operation of the Filmport studio complex. In particular,
TEDCO staff have requested financing from Infrastructure Ontario (“IO”) that can..
potentially replace the financing currently being provided to the pro_;ect by GE

The replacement of the GE financing by financing from 1O can potent;aily resu]t i
significantly more advantageous borrowing terms for the project. TEDCO staff have also
requested that the 10 loan be secured by the assets of Filmport but that the loan be
without recourse to other TEDCO or City assets. This would result in‘an appropma’re
sharing of the financial risk associated with the project. 4/ 4y

TEDCO and 1O staff have begun the negotiations for a po’rentral loan and 1O has
expressed interest in providing financing for the project. Itis recommendcd that staff be
directed to continue to negotiate a suitable financing agrecngpm with 1O for this project.
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CONFIDENTIAL ATTACHMENT #1

6 CC 34|

To: TEDCO Board Members \ j
g AL ‘ﬂ“ >
From: Don Logie, Acting President O., Frank Bajt Special Advisor Institutional
Investment, Jerry Prypasniak, Corporate Secretary and General Counsel e
Date: April 3, 2009 '

Subject: Filmport Update and Pinewood

RECOMMENDATION:

It is recommended that the TEDCO Board:
1. Approve and request that City Council approve:

The proposed $6.7 million Ioan,from the City to TEDCO on ferms acceptable
to the City's Chief Fmancnal Officer and to TEDCO Board

loans to Filmport) to be: ioanéd io F;;nport to pay off part of the GE loans on
the terms outlined in th[s memorandum and

d} The deferral of ground rent dug’under the Ground Lease between TEDCO
and Toronto Filp¥ Studlos Inc on“ﬂfxe terms outlined in this memorandum;

e} For the transactlon recomménded in this report, the amendments to the
Ground Lease, and Optloﬁ “Agreement previously approved by City Council at
its meetmg onh#December 10, 2008 as shown in the attached Schedule
A, http /!www fo nf f;a/leqdocs/mmISIZOOSICCIdeC:szons/2008 12-10-cc29-dd.pdf;

2. Subject to dpproval | _mhy"Ccun{:i. authorize staff to execute agreements on terims

a) “the' purchase of shares equal to a 20% interest in Filmport from Rose Corp. for
“ a price;, of “approximately $5.1 million in cash including expected working
., capital ; and closing cost requirements;

':‘;?the.( release by GE of TEDCO's existing $9 million guarantee in return for

- TEDCO paying down the GE Loan by $9 million and securing this payment

“with a second mortgage on Filmport's interest in the existing studio lands and

‘buildings;

“¢) a loan from the City of Toronto in the amount of $6.7 million to pay for the
above purchase of shares and post a $1.6m guarantee required under the GE
loan agreements; and ‘

d) amend the Ground Lease and Option Agreements as specified in the attached
Schedule B together with such other documents or agreements needed fo
complete the transaction with such minor modifications as may be reasonably
required by TEDCO staff.

3. Approve the transfer of Rose Corp shares in Filmport to ROl and Castlepoint as
outlined in this agreement and as contemplated in the LOl and Syndication

Agreement;
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4. Authorize staff to continue to negotiate a loan with Infrastructure Ontario which  7rewe
would replace the GE loan and permit TEDCO to pay back the proposed $6.7 million
loan from the City and report back as required.

5. Authorize TEDCO staff and request City Council to authorize and direct City officials
to take all necessary actions fo give effect to the recommendations set out herein.

FINANCIAL IMPLICATIONS:

TEDCO is requesting a lean of $6.7 million from the City ($5.1 million for the purchase of the
20% interest in Filmport and $1.6 million for a guarantee to GE).

100% Basis 80% Basis  20% Basis
Rose Shar TEDCO Share

Cash required 16,000,000 12,800,000 3,200,000
ASSUmplion of GE@es 31,500,000 .25”'50,;36':: 6,300,000
Total Purchase Price for Studios 47 500,000 38000000 i 9,500,000
Purchase Price Option Lands s. of Commissioners 5,000,00{){1. & 000000 1,000,000
52,5’63,0(_).0 - 42.000,000 10,500,000
Additional Working Capital & Closing Costs 900,000
Total Additional Cash Required by TED_C'}O': 5,100,000
Remaining GE Loan Guarantee's req{Uwed | 1,600,000
| TOTAL ADDITIONAL CASH RE'QU‘IEEZ“D';Y TEDCO FROM CITY o 6,700,000 |
Release of TEDCO Guaréfii;teg' (€,000,000)
' 9,000,000

TEDCO tc loan mg"iﬁéy 1o Fil ,gor??ﬁtp pay down GE debt

o %

porss

BAGKGROUND:,

Filmport Finangial Condition

Fiimpb?{"tﬁés completed the first phase which consists of 250,000 square feet of production
offices and 7 studios including the Megastage. Due to a lack of business since the first
stages were completed last May, the company has been supported largely by shareholder
loans. The existing shareholders are unable or unwilling to further fund this enterprise and
and Rose Corp. has entered into an agreement to sell its 80% interest in Filmport.  Without
this sale and the further investment by new shareholders, TEDCO staff are concerned that
contractors with outstanding receivables will place liens on the property and cause a default
under the GE loans. Such a default gives GE the right to change the Ground Lease and
lease the land and buildings for other industrial uses. Should GE take over and close down
Filmport, the damage to Filmport's reputation will serve to reverse the growing sales and
business and increase losses going forward. TEDCO has the right to step in and cure the
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default but this will require some $8 million in cash to pay off the contractors and fund eeeo

the studio until the legal situation can be settled and a buyer can be found. Even if we were
to cure the default, our $9 million guarantee could still be called in any event as GE has a
material adverse condition clause which provides them with the right to give notice of default
if the general economic conditions have deteriorated.

The last year has been a very difficult one for the film industry; the threat of a Screen Actors
Guild (SAG) strike, the increase in incentives offered by various states especially New York,
the high Canadian dollar and the credit squeeze have all combined to dramatically reduce
film production in North America and especially in Canada. It appears that this "perfect
storm” is passing. Recently SAG has changed its board make up and signaled its
willingness to setlle. The entire five years of incentives allotted by the state of:iNew York has
been spent and is unlikely to be replenished in any significant way. The Canadian, dollapzhas
sunk to $.80. January 2009 set a record for film box office receipts and it is;expected that as
people trade down in their entertainment expenses during this recgssion: "’ét],d.,,gf'j"f"'hig her
box office receipts will continue. % BT

Filmport has received many inquiries in the last month and has:booke some new business.
While losses are expected in the first year, all projections‘showthis enterprise returning to
profitability in years 2 or 3. E £

Infrastructure Ontario Loan

Infrastructure Ontario has recently express,ég!'a \(s_l}iliingﬁé_a}s to lend money to Filmport to
enable it to get through this difficult time. The'latest number discussed is $34.5 million to pay
off the GE loans entirely and provide soifie;working capital. Recent discussion indicates a
willingness to proceed with a loa,_nfif:?ft'jased(“ch} blefided interest and principal payments
amortized over 20 years. However s gni;fic:ant issues still remain to be resolved.

2 P
o
5

RO! and Castlepoint Offer
On December 10, 2008, gt‘y_{,,.@éimcii approved those changes to the Ground Lease and
Option Agreement set olit;in Schedule 1 to accommodate the proposed sale by Rose of a
60% interest in Filmport ’gQ‘RQE 'Gi-’g,stiepoint and Pinewood. Pinewood's board subseqguently

decided not to proce

In January£2009, RQ| and Castlepoint made an offer to buy 60% of Filmport based on a
100% value;of $52.5imillion including the option lands south of Commissioners Street and
basedzon fﬁfeﬁ same;;changes to the Ground Lease and Option Agreement previously
approved by Goundil, This market value compares to an appraised market value of
$71:500,000%n April 2008, assuming a going concern film/media complex as if completed
andijeased and a book value of $72 million. Current discounted cash flow valuation
perforiied. by ROI suggests a value approximating $58 million. At Rose Corp's insistence
that it be bought out entirely, TEDCO agreed to join ROI| and Castlepoint and have signed a
Letier of Intent, as authorized by the TEDCO Board, with the existing shareholders Comweb
and Rose Corp to purchase Rose Corp's entire 80% interest in Filmport in the following
proportions: TEDCO (20%), ROl (45%) and Castlepoint (15%). TEDCO, ROl and
Castlepoint have also signed an agreement (the Syndication Agreement attached hereto)
which will govern how negotiations and legal fees are managed and require that the three
parties commit to each other to close on this transaction; and, in the event the purchase
anticipated by the Letter of Intent does not occur, the three part%es. agree not to fry to
purchase individually from the existing Filmport shareholders for a period of 18 months but
commit to work together to acquire Filmport in the event of a default under the GE loan.
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T

Bonusing

Over the last month, TEDCO staff has reviewed the concept of bonusing in connection with
the proposed transaction because TEDCO's legislation prohibits bonusing by TEDCO.
TEDCO's staff has obtained the opinion from WeirFoulds dated April 1, 2009 attachad as
Schedule C and have met with City legal staff to consider this issue. At the TEDCO Board
meeting April 3, 2009, Don Logie presented his report on bonusing to the Board (attached as
Schedule D). TEDCO staff has concluded that the proposed transaction does not constitute
unlawful bonusing on the basis of REDACTED

PROPOSAL:

A) The proposed purchase will be structured as follows:

1) Rose Corp will sell its B0% interest in Filmport to TEDCO (20%)'ROI (45%) and
Castlepoint (15%). Filmport currently leases the 10 acres of Complex Lands on which the
studio is currently located and has the rights under the Optlon Agreement 1o exercise options
lc lease the remaining 14 acres of Complex Lands and 6 dgres of Connected Lands south of
Commissioners Street. The purchase price for the studio Iands will 'be based on a value of
$47.5 million including assumption of the GE Ioan of $28.5, ITII”IOFI plus the 33 million GE
equipment loan. Thus Rose will be paid $12. 8 fhillion® for its shares and will also retain the
option on the lands north of Commss;oners Street . Through a deferred payment

arrangement, TEDCO, ROI and Castlepomt Wlu"ra!SO pay $4 million (80% of $5 million
) for an B0% interest in the OptlgndAgJeement with respect to the lands south of
Commissicner's Street. These Iands/are lnfEdeEd ’f_pr expansion to the studios and other
uses which support this fllrn/rnedla convergenc%zone in accordance with the current option
agreement. The payments for theoptlon lands#will be due as options are exercised but will
be due no later than 5 years; from” NPW. Tbe,‘femstlng shareholders Rose and Cemweb will
retain the options on the Iands north of’ Commlssmners Street.

2) Rose Corp will use the proceeds to complete the building including any deficiencies and
pay the remaining 'ccstc Cnnaln due diligence items such as the soundproofing of the studio
doors will be tested to determme if they meet the soundproofing criteria contained in the
building spe(:lflcahons I, not Rose will fix them at its' cost.

3) RO| will have the one tlme right to put a 20% share to Filmport on the 7th anniversary of
the agreemenf at,a price of $3.2 million if the value of Filmport is less than $47.5 million.
TEDCO will subordlnate its loan described below to this claim for the first 7 years.

Q'

;_53
P
4) TE.DCO “Will also defer, interest free, payment of 50% of the land rent for up to 5 years
which deferred rent ($200,000/yr) will be rolled up and added to the 33 million loan referred
to above. However, prior to any cash being distributed to shareholders, all such deferred

land rent must be paid.

5) The Filmport shareholders must guarantee to run the studio for five years.

PAGE 4 OF 5
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6) As a condition of this deal ROl insists that Pinewood Studios be hired to run the ‘roc
facility. An agreement in prinicipal has been reached with Pinewood on basic terms of a
management agreement.

7) In addition to TEDCO's rights as a shareholder, TEDCO will have rights of approval over
major decisions which will be 1) financing or changes to the capital structure; 2) changes to
the manager; 3) changes to shareholders although shareholders will have the right to dilute
other existing shareholders who default on required payments.

8) GE will return TEDCO's $9 million guarantee and, in return TEDCO will use this amount to
pay down the GE loans. As part of this deal, GE: 2

1) will reamortize the remaining Building Loan using the same:
period and 5.6% interest rate and the reduced prinicipal;
2) will agree to the revised capital structure including the ROE clai
loan; and
3) will approve the purchase of the Rose shares by ROIC astiepo:nt and TEDCO.
TEDCO will assume its 20% share of approximately $8 miillon in gUarantees made by Rose
o GE. . i

“4nd the TEDCO

9) TEDCO's loan wiil be interest free for 5 years WIIE be m»thlrd place behind GE and, for the
first 7 years, the ROI claim and, after 5 yegrs, gylji/requ[fe shareholders to make blended
payments of interest and principal based on a U’-"year amomzation and a 5.6% inierest rate.

10) TEDCO will borrow, on 1erms':fo~be solved with the City's Chief Financial Officer, $6.7
mei:on from the City to fmanpe the purchase &f the shares, ciosmg casts, the working capital

PAGESOF 5



( i + B
o (J,L(LECL[{/LL,

CONFIDENTIAL ATTACHMENT 4

Teronto Economie Development Corporath on (TEDCD) :
“Melro Hall  ©
55 John Street, 7" Floor~
Toronlo, ON M5V'3CE ./
T Tela16-214-4640-
“Fax, 416-214-2660
Website: www.letco.ch

To: City Council b F
S/ \\E \
From: Corporate Secretary and General Counsol - ¥
Toronto Economic Development Corporailon ('I‘I‘:'DCO)
Date: December 8, 2008 £ St
P, \\\"'x. e 5 '
Re: Filmport Development Update f j} X“ e
f: /) /‘/l‘ - o ;") e R
)(I ‘“w-, . /". £ ‘\\

Council for approval. “f P \‘
(: "'u ." 3

Filmport Lease Amendmentsﬁx P, ;]
P = ‘“-“\ s f A

0

Eliminate the cap on TEDCOS responszbmty for environmental remediation of all of the 6

acre Connected Lands south of Commlssmners Street.

Reduce TEDCO’S cantribution fcr extraordlnary foundations to $400,000 per acre and give

TEDCO an o;)tlon to- repéy this contribution over a 20-year period by way of a rental rate

reduction
Approve the sale “f an appmxamately B80% leasehoeld interest in the Ground Lease and the
Option-Agreement for.the Phase 2 Complex Lands and Connected Lands south of
Cormimissioners Street to the Pinewood consortium consisting of Pinewood Shepperton ple,
ROl Capitai Lirited,-and Castlepoint Studio Partners Inc. and aoprove separating the
Option Agreement into two agreements: one covering the lands scuth of Commissioners

~Strést-and one covering the Surrounding Lands north of Commissioners Street which wili

4,_,,-rnma|n with ihe existing parties.

s

7.

;a. Extend the peﬂod for exercising the options on all 35 acres of the option lands to 15 years

" 'from the current 7 years and 9 years contained in the agreement tut require certain land

areas b& optioned by the fifth and tenth year or lose option rights.

—
Modify the Density Rent to exempt development of the first 1 million sq. . on the outsade
£ thé gate" Connected and Surrounding Lands.

S st

< Ellmmate the cross-default provisions between each future option project but provide that
_the Option Agreament will terminate if the film studios cease operating.

Define permitted uses using current zoning bylaw terms without increasing the retail store
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Toronto Economic Development Corporation ("EDCO}
Metro Hall

55 John Street, 7 Floor

Toronte, ON M5V 3CE

Tal 416-214-4640

Fax. 416-214-4660

Websile www atico ca

size limit of 10,000 sq fi. while maintaining the overall objective of a screen based and
creative convergence zone, '

8. Clarify the market value language for setting rents after 40 years so that appraisers can
more easily assess the land value. -

8 Eliminate the "proportionality” requirement that requires further expanéian to the “inside the
gate” studios in order to be eligible for more than 14.8 acres of Option Lands outside the
gate T e

10. Reduce the restrictions on TEDCO for leasing its othea: lands in the Porfiands 1o =

prohibition on leasing of studios for film prod'uctiqnf-
Analysis:
The financial impact of implementing these gmendments is as follows:
1) Eliminate envirenmentai cap - : cost $2 million
2) Place Foundation Cap of $400.000/ acre - | benefit $6 - $11 million
3) Efiminate Density rent on first 1 miilion sg. fl. - cost up to $4.8 million
Total net cost/benefits rangeé- Yy ‘ from $0.8 million cost to $9 million benefit
The alternative to not’ im.p!'erhenting these amendments will likely result in Rose Coraorgtion
stonping funding and going in default under the Ground Lease and the GE Loan which wouid give

GE the right to take our $8 million guarantee aiong with Rose Corporation’s $5 million guarantes
and will then attempt to sell the property.

- o
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MEMORANDUM
SOLICITOR-CLIENT PRIVILEGED COMMUNICATION ,.-‘“--«'F.’age'l I
TO | Don Logie; Frank Baht: Jerry Prypasniak ys E -
FROM | Lisa A. Borsook "‘\ ‘, M z
DATE | March 23, 2009 P
FILE | 05224.00008
RE | Film Studio-New Deal Summary SRS
5 k P
N “\\

What follows is a general summary of the proposeq transachnns currently scheduled to be
completed on Apref 9, 2009, by virtue of which. the Rose Corpora\hon disposes of its 80% interest in
the Film Studio. ‘ P

o
B

1. General Description of the T{ansactlon A

Pursuant to the transaction, the New Investors - Castiepomt Studio Partners and ROI Investment
Fund, will acquire from Rose and Ferguson ari approxamate!y 60% in the Film Studio lands (which are
collectively the Complex Lands and those lands which are currently the subject of the Ground Lease
are referred to as the Demgnaled Lands) and the balance of the Option Agreement lands(the
Connected Lands) other than the lands north of Commissioners (the Surrounding Lands) by way of
an acquisition of shares of F]lmport {the parent corporation of the Tenant under the Ground Lease,
Toronto Film Studios Ific. (the "Tenant") TEDCO shall acquire, directly or indirectly, the balance of
the shares of Fnlmport owned by Rose and Ferguson (representing approximately 20% of the issued
and outstandmg shares of Fllmpaﬂ from Rose and Ferguson. It is anticipated that Comweb's current

ownershlp}percenﬁ‘age -{n the@ub;ec: Properties after Closing shall remain at approximately 20%.

Of the agreed upon Enterpnse Value of $52.5 million, $47.5 milficn is attributable to the Studio (the
"Stud:o Value ) "i“hziE purchase price for the Vendors' and Ferguson's equity in Filmport (the "Equity
Purchase F’nce ) /wm be approximately 80% of the following: (i) the Studio Value; less (i) $31.8
jmﬂfr&w bej pg the aggregate principal amount of the GE Debt; plus. (iii) the. aggregate payments of
prlncnpa[ under the GE Debt actually paid by TFSI prior to Closing. It is understood that the Studio
‘Value ascnbed to the Studio assumes that the construction of the Studio has been completed by the
Closmg The Equity Purchase Price will be payable to Rose and Ferguson by the New Investors as to
approximately 75% in respect of the New Investors Purchase Transaction and by TEDCQ as to

approximately 25% in respect of the TEDCO Purchase Transaction.

The Exchange Tower, Suite 160C P.O. Box 480, 130 King Street West Toranto, Ontario, Canada M5X 1J5

T: 416-365-1110 F: 416-365-1876

www,weirfoulds.com
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The balance of the Vendors' and Ferguson's approximately 80% share of the Entérprise \?ﬁlue being
the sum of approximately $4 million (the "Deferred Payment"), shalf be payable {with interest as
provided below) on the 5" anniversary of the Closing, provided that if Filmport, TFSI and/or their
affiliates, associates or successors-in-interest receive fundmg from the Province of Onlario or any
agency, department or political subdivision thereof for all or any part of the Siudlo pursuant to current
discussions between Filmport and the relevant governmentat body (see comments below), the
Deferred Payment plus all interest accrued thereon shail become smmedlateiy due and payable. The
Deferred Payment may be subject to sel-off pursuant to the terms of the FPurchase Agreement. The
Deferred Payment shall bear interest at the rate of 8% per annum compounded annually. Subject to
mandatory repayment or prepayment as prowded above |nterest shall accrue and be payable as

follows:

(H interest shall accrue during the first 2 years followmg Closing and such 2-year accrued

interest amount shall be paid in full on the second anniversary of the Closing; and

(i) commencing 2 years after Clusmg, mterest on the balance of the Deferred Payment

outstanding from time to time shaii be payab!e annuaily

I

The Deferred Payment and znterest acorued thereon shall be secured by a first ranking assignment
by way of security of the new aptlon agreement relating to the Phase 2 Option and Connected Option,
provided that such secunty shal? include a partial discharge procedure pursuant to which the holder of
the Option may obtain dlscharges of the acreage drawn down under the Option upon payment of the

greater of.

Ner

{a) ap’b?é?i?"natei?"' $250,000 per acre, being approximately 80% of the ascribed value of
$250,000 per acre; and

s % i i
(b).. 5%of the estimated construction cost per developed acre; as used by FOHUT FSlIFilmport in

’ éalcu\ating" the rerital value per acre under the lease/sublease with the tenant of the applicable Lands,

(each, a “Per-Acre Payment”) to a maximum, in the aggregate, of the Deferred Payment plus accrued

intereéi 'thareon; interest accrued on the amount of any Per-Acre Payment shall be paid on the due

date of such Per-Acre Payment.
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The Vendors’ obligations under the Purchase Agreement shall be secured b;f"th\é}rig%t of the New
Investors and TEDCO to set off against the Deferred Payment and any mterest thereon amaunts
relating to indemnity claims by the New Investors and TEDCO i in, respect of breaches by the Vendors
of their representations, warranties and covenants. # Ay ‘

g e, s

It is a condition of Closing that TFS| will enter into a deﬁ{aii\s\re\managé‘meﬁt services and license

agreement (the "Management Agreement") with F’inewood\‘Sheﬁperton plc ("Pinewood"} for the

provision of management services in respect of the’ operatlon cf the Studlo and the licensing of the
Pinewood name and certain intellectual property,as a condtlmo of the Purchase Agreement (and the
existing management agreements, if any, wnl be termmated With ‘appropriate release language). As
consideration for providing its services Lmdef the Management Agreement Pinewood will be paid an
annual fee {which may include a contmgent component) m /z;m amount to be determined plus any
applicable GST payable at agreed mtervals The Management Agreement will be subject to the prior
approval of Comweb, the New lnvestors and TEEDCO and will contain such other representations,

warranties, covenants and other prows:ons cus:omanly found in agreements of this nature, as

mutually agreed between the pariles ROI WI|| be responsmie for conducting these negotiations with
Pinewood. f‘ A T
7

s e O

2. TEDCO Financi'r'xg_h

It is a condition of Clos:ng 1hat TEDCO or its successor arganization enter into an agreement with
Filmport andlor TFSI to~ prov\cle the following ﬂnancmg to Filmport (the "TEDCC Financing

Arrangements®): .

(a) TEDCO shail loah TFSI $9 million (the “TEDCO Loan") which will be used to repay $9 million
of the GE Debt by f:rstly repaying the telecommunications loan and thereafter applying the balance to
the mor’tgage Ioanf TEDCO shall be released from its $9 million limited guarantee (and related
5 enter into such amendmg agreements in respect of the documentation previously entered into in
respect of the GE Debt as TEDCO may reasonably require in light of the transactions contemplated
"by the TEDCO Financing Arrangements, including the agreement by GE to amortize the outstanding

GE Debt over a 15 year period or on another basis satisfactory to TEDCO.
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{b) The TEDCO Loan will be interest-free for § years following Closing and there; will be no
payments of principal thereon during such initial 5 year period. Thereaﬁe:‘ the TEDCO Loan will be
repaid by monthly payments of principal and interest based on a 10 year amomzatnon period with
interest at the rate which is the greater of: (i) 5.6% per annum; and (i) the annual rate payable under
the GE Debt at such time. B

{c) The TEDCO Loan will be secured by a charge a{;ainst the assezs‘of TFSI ranking in third
position behind the GE Debt and the ROI Put {(as herpznaﬁer referred tD) and, upon expiry of RO| Put
on the Put Date, the TEDCO charge shall rank in second posmon behind the GE Debt.

(d) TEDCO shall defer the minimum ground rent payable by TFSI under the Ground Lease by
50% (the "Deferred Minimum Rent") for the Frst 5 years after Closmg Such deferral shall continue for

the aforesaid maximum period of 5 years and the Deferred Minimum Rent shall be added to the
principal of the TEDCO Loan as it accrues. Notwrthstandrng the foregoing, no dividends, loan
repayments, or any other distributions of any nature or kind shall be made to the shareholders of
TFSI or Filmport until such time as the Deferred Rent is repaid to TEDCO in full and, for greater
clarity and certainty, the Deferred Mrmmum Rent shalE be repaid to TEDCO in priority to the payment
of the Put Price to ROl in respect of the ROI Pua.

(2) In additicn to a’n} other rigihts TEDCOQO may have under the Shareholders Agreement (defined
below), the TEDCO Financing Arrangements shall provide for covenants and default provisions to be
agreed upon by TEDCO, Filmport and TFSL.

Subject to certain quaiificé'ticu)n'é TEDCO, GE, Filmport, TFSI and FOHi shall have irrevocably
relatrng to the “Studid and Rose shall have released Filmport, TFSI, FOHI and TEDCO from any
liabilities or oblsgatlons under Rose's agreements with any of them with respect to the Film Studio and

Option Agréémenl’.

3. Arrangements amongst TEDCO, Comweb and the New Investors

Thekr\nl‘éyf,mvestors, Comweb and TEDCO will enter into a definitive shareholder agreement (the
“Shareholders Agreement"), dealing with the operation and management of Filmport, TFSI and

FOHMI (including the real estate development and the rights and obligations of its shareholders as a
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condition of the Purchase Agreement in a manner to be agreed upon among the New Investors,
Comweb and TEDCO. The Shareholders Agreement will contaln »represenianons warranties,
covenants and other provisions customarily found in agreements (of this nature :ncludlng, without
limitation the following terms: ‘

(a} The Shareholders will agree in the Shareholders Agreement (to be entered into on the

Closing Date) to operate the Studio for at least five years | after Cfosmg

+ e

(b) The board of Filmport (the “Board”) shaif be composed of seven members with the New
Investors, TEDCO and Comweb having the authority to appomt six of those seven members, three

individuals from ROl and one from each of Castiepomt TEDCO and Comweb. The Managing Director

of Filmport will also serve on the Board. g, ,ﬁf /x
(c) The Board will determine thémannermwhnchthe real estate development of the Subject
Properties will be managed.
{d) The Board shall meet ?mlnr;numafseven;t:mes annually.
,af e ”'\ \!“w..\
(e) Unless otherwsse agreeﬁ any other subsidiaries of Filmport shall have a board of directors

comprised of the same, represeﬂtatwes as the Board.

4

(fy The audttors of lemport\and lts subsidiaries shall be selected by the Board - RSM Richter or

a "Big 3" accounimg f irm.._ w

S g,
» \\

() Dsstnbuﬁonnafprg‘ﬁ}js as tax efficiently as possible for all shareholders.

..... ny
,‘ 7 Ty %
5' \ %

(h) ‘ Shares and convertlble securities may be issued with board approval, subject o customary

{l) F_’,rb\‘risions for dealing with conflicts of interest and non arm's length agreements and
tfangactiogis.,;

)] Provisions regarding the purchase and sale of shares among shareholders or to third parties,

as mutually agreed.



Weirkouldsm»

] SOLICITOR-CLIENT PRIVILEGED COMMUNICATION | Pages

(K) The Major Shareholders shall negotiate in good faith regarding those matters which will
require the approval of the shareholders. All matters to he approved by the shareholders as mutually
agreed, shall require Special Approval or the unanimous approval of the Major Shareholders

(h Provisions regarding the ongoing management and finan'cing of the operations of Filmport,
TFSI and FOHI (including any real estate development bf tﬁe Subjéct Prﬁperﬁes which may be
conducted by a separate entily under the same Gwnershlp) and, in particular, the commitment of
each shareholder to contribule its proportionate share Qf workmg capltal required for the ongeing

operations of Filmport, TFSt and FOHRI, as set forth in approve‘d budgets
{m) Provisions regarding confidentiality of informatié:h.
(n) Provisions regarding indemnification of GE

In addition, Filmport shall grant RO a put (thg "ROI Put") on that portion of its shares representing
19.85% of the outstanding shares of Film‘poﬂ at Closing (the "Put Shares”). Pursuant to ROl Pul, ROI
shall be entitled to require F:Import to purchase the Put Shares for the sum of $3,156,000 (the “Put
Price”). The Put Price shall be reduced by 19 85% of any distributions made to the sharehclders of
Filmport save and except for fepayment of working capital loaned to Filmport by the shareholders.
The ROI! Put shall be_ exermsable if, and only if, the enterprise value of Filmport on the seventh
anniversary of the Ci osmg‘ as determmed in accordance with a valuabon formula and process to be
agreed upen by Filmport and ROI, is less than $47.5 million. Filmport shall provide the independent
valuation to ROl within éd“déys following the seventh anniversary of the Closing and the ROl Put
shall be exermsable wnhm a0 days after ROI receives such independent valuation (the date of
Put Date and paymem of the Pul Pm:e shall be made in cash against delivery of appropriate share
iransfer documents The ROI Put shall be secured by a charge against the assets of TFSI ranking in
semnd posat;on behtnd the security for the GE Debt and ahead of the security for the TEDCO Lean.

g
i

4. . Standstill arrangements

The New Investors have also entered into an agreement which deals with what will occur in the event

that the proposed transactions do not close, the basic terms of which are as follows:
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[soucnoa-cuem PRIVILEGED COMMUNICATION . j Page? |

(a) Subject to subsection (b} below, the New Investors and TEDCO (the "Synd:cate Members")
hereby covenant and agree with each other that, in the evam the New Irwestors Purchase
Transaction is not completed, then for a period of eighteen (18) months from the Effecnve Date (such
time period hereinafter referred to as the "Standstill Perlod"f no Syndrcate Member shall, without
the prior wrilten consent of the other Syndicate Members \Qhrch consent s not to be unreasonably
withheld or delayed, directly or indirectly, enter into any dlscusswns negotlatlons or fransaction with
any of the Existing Sharehoiders with respect to the- purchase of an equity interest or any other
interest, whether direct or indirect or whether by wa?’“‘of equttyf%adéililonal debt or otherwise, in
Filmport, TFSI {or any related company of e:u}er F:[mport or- TFSI) Notwithstanding the foregoing
sentence, the continuation by TEDCO of the transachons dIrectly requ:red in accordance with, and as
currently contemplated by, the terms of the Ground Lease and/or Option Agreement is hereby
permitted and it is hereby acknow%edged bymthe otner Syndlcate Members that TEDCO has, as at the
Effective Date, an interest in TFSI and the Subject Prope[tles as a result thereof.

:‘ \:

{b) Notwithstanding subsectlon (a) Castlepomt and ROI covenant and agree that in the event
the New Investors Purc;hasa Transactlon |s not completed then for the duration of the Standstill
Period, if there oceurs an event of default or simniar breach under any agreement relating to the GE
Debt which results in GE havmg the nght ta, cai% on any guarantee posted by TEDCO in respect of the
GE Debt (the "TEDCO Guarantee“} then if TEDCO intends to exercise such of its rights so as to be
able to take over {i) fhe mterest of "YFSI or any successor thereto, in the film studio or (ii) the Subject
Propertins (SUbh tra_rgsac:tnon heremafter referred to as a "Sub;ect Lransactlon") then ROl and
Pmportlona{e Share (as def ned beiow) of any amount required to be paid in connection with such
Sub;ect Transacﬁon and shall take all such other reasonable steps as may be required to effect the

e W
Sub;ect Transmcm m a tlmely fashion in accordance with the various provisions of any documents
i
felatmég to.the Ge Deh; (including the cure periods provided for therein), provided that:

g,

{l) !:he aggregate amount to be paid by ROI and Castlepoint in connection therewith shall not
exceed 2he max;mum purchase price stipulated in the LOI (subject to the assumption of debt) that
\ they would have paid based on their revised proportionate share (by way of example only, under the

LOI-is_contemplated that their proportionate share is 60%, but in these circumstances their

proportionate share may be 75%);
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{if) as part of any such Subject Transaction, Rose and Ferguson shall not mainfain any ongoing
direct or indirect ownership interest (whether by way of equity or convertible debt) or other interest in
the Subject Properties or in any entity that has any direct or indirect owriership interest (whether by
way of equity or convertible debt} or ather interest in the Subject Prdberties: '

(i) the Subject Transaction will result in each of the Syﬁdécate Members having an ownership
interest (whether direct or indirect) in the Subject Propé'rties that is substantially similar to the

proposed ownership interest that the Syndicate Memb’ewfg: would have under the terms of the LOI; and

(iv) the board of directors of each of TEDCO, ROI and Castlepoint have authorized and approved

the Subject Transaction.

2% Proposed Changes to the Ground iea_s;e‘{NGTE: items marked with a * were approved by
City Council in December of 2008] ‘

The existing Ground Lease, which has been amended on three occasions, will be restated to

incorporate the existing amendments and then to incorparate the following additional changes to:

(i eliminate all references to the Surrounding Lands;
(i) provide for the transfer of 2l obligations under the Ground Lease to Build Torontoe Inc
(iii) “include a description of Fair Market Value (and a certain method to determine same) for the

purposes of the .rgﬁﬂéﬁél" rent determination provisions of the lease and so that in year 40 and every
20 years thereaﬁ_é‘r‘ baéé rent will be set based on the fair market value for industrial land in the City

of Torpnlo;

b

{iv} *'nmit TEDCO:s obligation to pay for Extraordinary Foundation Costs in respect of the
_ Complex and' 6énnected Lands to $400,000 per acre of all the remaining lands to be developed
| -ihi:iudéng the (iompiex Lands. Such amount may be payable at TEDCO's option by way of an offset

\égainst Basic Rent over 20 years with interest at 7.25%;

(v) " delay TEDCO's obligations in respect of the Don Roadway until such time as options are
exercised for land adjacent to the Don Roadway and until the Tenant has built a road to the Don

Roadway.
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(v) *eliminate any cap on TEDCO's environmental obligations (excluding :‘(‘:onfé:rninatien caused
by the Tenant) and in connection therewith, it is proposed that TEDCO de!iver a duly executed
indemnity agreement in respect of all environmental matters so that neither the Tenant nor any of its
investors will have any exposure to any environmental Irabrllty or, to loss of our mvestment due to
contamination not caused by the Tenant. TEDCO and its successors wrll be- responsrble for all costs
related to such matters, including any costs related to Iegat Irabiiities anszng from the contaminants,
the migration of contaminants, and the additional costs of excavatron transport and disposal of
contaminated soil and groundwater which may be required to effect remedlatron to the appropriate
standards. In addition, TEDCO and its successors wrl% be responsrble for the additional cost of

disposal of contamination that is excavated in the course of the development of the property;

& s
£ 7

e’ o, A A Ay

(vi) *the restrictions on TEDCO in Ieasmg other fands SutSIde of the vrcmrty of the Film Studio will

r——

"Restricted Vlcsnity" for feature film productlon anci

(viy  *eliminate the "proportipré'ality Arquirementlthal requires further expansion of the Gomplex

Lands in order to exercise opti’-‘:‘r,nebn\‘tne Cpnnecied Lands.

3 4 7 -\,

6. Proposed Changes to the Optron Agreement re Complex and Connected Lands

\,\ Ty -

The Option Agreement WIIE be re\nsed and restated so that it only applies to the Complex and
Connected Lands “The Optton Agreement for such lands wilt be further revised as follows:

‘-, ‘x, T, ;

i “to extend ihe tme for exercising the options to 15 years from Closing, provided that: (a)
during the Frst 5 years the Tenant must exercise options on 1.14 acres of the Connected Lands or
25, 714 square feet of burldtng area (excluding parking structures}); (b) during the second five 5 years
the Tenant must exercrse options on 1.14 additional acres of the Connected Lands or 25,714 square
feet of burédmg area (excludrng parking structure); and (c) Option Leases have been entered for six

A

' (B) acres of Phase 2 Complex Lands prior to the 10" anniversary of the Commencement Date;

“{u) exbe;ﬁt with the pricr written consent of TEDCO, which consent may be unreasonably or
arbrfrarily"ﬁrithheid, in exercising Options on the Phase 2 Complex Lands, the Optionee will not be
entitled to exercise an Option on the lands forming part of Parts 9 through 14 inciusive, Registered
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Plan 66R-22808 until Options have been exercised and Option Leases executed with reépect to the

remaining Phase 2 Complex Lands

(i) *all cross default provisions between the "inside the gate” Complex Lands and the outside the
gate lands (the Connected Lands)have been eliminated. Also, in order %o make the option lands
financeable, the cross default provisions between each ophon fand paroei {other than cross-default
relating to the Complex Lands) are to be eliminated. Howeverl the Option Agreement will terminate
on the cessation of the operation of the Film Studio on the' Complex Lands;

(i) *A dist of permitted and prohibited useé in aéborqahce with the current by-law has been
proposed to replace Schedules K, L and M. In thé reshlt while there will be no changéé on the uses
that can be made of the Complex Lands, the uses that can be made of the Connected Lands will be
extended to accord with the pfov:szons of the current by-law with a restriction so that Park;
Recreation; Place of amusement and assembiy, commumty services; cultural and arts facilities;
general institutions; retail and service shops; public; transportation, distribution and related uses
cannot oceupy in total more than 2(5% of the total allowable gross floor area on the Connected Lands;
in addition, there shall be a limit on the siéé’ of retail stores (none in excess of 10,000 square feet}.

{iv) *There will no léngér be .ény"requiremem to build on more Complex Lands before the

Optionee can exercise a Connected Lands Options .

(v) *The dens;ty rent wnll be calcu!ated on an individual parce! basis (ie not curmulatively as per
the present basis) after ihe "{enan: has developed 350,000 sq. ft. of buildings on the Connected

Lands.

- o

(vi) *TEDCO will take responsibility for environmental remediation south of Commissioner on a

risk assessment basis to obtain an RSC.

7 Optien,Agréément re Surrounding Lands

The opt;on agreement for the surrounding lands will now be in favour of Rose. The Option agresment

* to be entered into will contain the same provisions as that for the Connected Lands subject to the

foHowmg changes:
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(a) *the time for exercising the options has been extended to 15 years frorn Closrng provided
that during the first 5 years, the Tenant must exercrso optrons on 2, 86 acres of the
Surrounding Lands or 64,285 sgquare feet of building area (excludrng parkmg structures) and
during the second five 5 years the Tenant must exerc:se options on 2.86 additional acres of

the Surrrounding Lands or 64 285 square feet of buudtng area’ (exciudmg parking structures).

(b) Rose and the other Existing Shareholders of FilmpBrt sh”aﬂ have the right to conduct film
studio operations on Heward Street after Ciosmg -on an un‘restncted basis provided that no

media or film studios may be constructed or operated on the Surroundmg Lands.

£ N N
P4 i Fat w
(c) TEDCC will support Filmport in app}ymg for a mlnor vanance or rezoning application for the

portion of the Lands north of Commrssroner g Street to obtain approval for uses similar to the
uses granted under the mlnor vanance approved in 2006 for the portion Lands south of

CommrssronersStreet P A

.
i
i 4

{d) *The density rent will be calculated on. an mdwrdual parcel basis (ie not cumutatively as per
the present basrs} after %he Tenant has developed 650,000 sq. ft. of buildings on the

P, ; Ty F
{ & 2

e

Surrounding Lands a 5

7. Changes reE}ating 1o the P"royincial Loan

e M }“

amount of the. GE debt~ In. the evant that such a loan is granted on terms satisfactory to the Syndicate
Members and in the event that GE agrees to accept an early payout of its debft (and TEDCO is, as a

result released from the TEDCO Guarantee), then the following shall occur:
(i) Bund Toronto (the Landlord under the Ground Lease) shall acquire from the Tenant the
burldmgs and rmprovements including the furnishings and equipment on Phase 1 for $47.5 million by

pay;ng $16 mnlié'o"n in cash and assuming the $31.5 m GE debt.

.,{ii) Build Toronto shall lease the buildings, furnishings and equipment to the Tenant in return for
a.”partialuprepaid rent of $16 million, the obligation to pay rent equal fo the debt service from time to

time plus the existing ground rent.
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(iii) The province will fend $31.5 m to Build Teronto to enable GE to be paid off and a first
mortgage shall be placed in favour of the province.

1111440.1
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April 1, 2009 Lisa A, Borsook
T: 416-947-5003 " .
[borsook@weirfouids.com

. File 05224.0000
PRIVATE AND CONFIDENTIAL /<8, 1522400008,

VIA ELECTRONIC MAIL

City of Toronto Economic Development Corporation
Metro Hall, 7" Floor :

55 John Street
Toronto, ON M5V 3C86 : i £

Altention: Don Logie, Presidentand C.E.O. . - .
Dear Sirs/Mesdames; ey

Re:

REDACTED

. T: 416-365-1110 F: 415-365-1876 I
The Exchange Tower, Sulle 1600 P.0. Box 480, 130 King Street West Toronto, Ontario, Canada M5X 1J5 -
www. wairfoulds.com
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Barristers & Solicitors

REDACTED

Yours Gery truly,”

WéirFouldé LLP



Shanga H. sty WeirFoulds..,

E-inail grustdeye@weirfoulds,com BARRISTERE & 50LICITONG

Direct Line 416-947.5080
File 05224.00023

Mr. Jeffrey D. Steiner g
President and C.E.O. FE N N NS
Toronto Economic Development Corporation £ o

Metro Hall, 7th Floor
55 John Street
Toronto, ON M5V 3C6

Dear Mr. Steiner:

Re:

REDACTED

The Exchange Tower, Suite 1600 Telephone  416-365-1110
P.O. Box 480, 130 King Street West Facsimile 415-365:i8?6
Toronio, Ontario, Canada M5X 1J5 Website www.weirfoulds.com
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George H. Rust-D'Eye WeiIFO LI].dSLu'

E.mail grustdeye@welrfoulds.com BARRIETERS & SOLICITQOHS

Direct Line 416-947-5080
Tile 05224.00023

November 20, 2005
VIA FACSIMILE

Toronto Economic Development Corporation
Metro Hall, 7th Floor

55 John Street

Toronto, ON M5V 3C6

Attention: Mr. Jeffrey D. Steiner -
President and C.E.O. o

Dear Mr. Steiner: N N

Re:

REDACTED

The Exchange Tower, Suite 1600 Telephone  416-365-1110
P.Q. Box 480, 130 King Strect West Facsimile 416-355:!8?6
Toronto, Ontario, Canada M5X 1]5 Website www.veirfoulds.com
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GHR/jnb

[ Mary 1. Braun, Solicitor, City of Teronto
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To: TEDCO Board Members :
From: Don Logie, Acting President & C.E.Q. /[& A

Date: April 3, 2009

Subject: Filmport Bonusing
e e e T " — e ——— - "

RECOMMEND ‘ g, - Y
OMMENDATION e
: - A
1) Itis recommended that the TEDCO Board receive thaf’s;;[,gf;ort for rrgtprr%\:ﬁghon
'1:;’/ i, %‘"x

~BACKGROUND: o e oot i

There has been concem about whether TEDQQ"&*’??;ﬁfbpgg. investment in and loan to
Filmport will be considered bonusing and thereforé’be propibited inder law. We have sought

an opinion from WeirFoulds (see attached) which provides?

REDACTED
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