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Court File No. CV-10-9023-00CL 
Estate File Nos. 31-456611, 31-456614, 31-456616, 31-456617 

 
 

 
ONTARIO 

SUPERIOR COURT OF JUSTICE 
(COMMERCIAL LIST) 

 
IN THE MATTER OF THE BANKRUPTCY OF 

DB MEDIA DISTRIBUTION INC., DB MEDIA DISTRIBUTION (CANADA), 
CH LLC (CANADA) AND CH SUB LLC (CANADA) 

 
NOTICE OF MOTION 

(Motion returnable September 25, 2014) 
 

ALVAREZ & MARSAL CANADA INC., in its capacity as Trustee in bankruptcy (the 

“Trustee”) of each of DB Media Distribution Inc. (“DB Media”), DB Media Distribution 

(Canada) (“DB Media Canada”), CH LLC and CH Sub LLC (collectively, the “Companies”) 

will make a motion before a judge of the Ontario Superior Court of Justice (Commercial List) 

(the “Court”) on September 25, 2014 at 10:00 a.m. or as soon after that time as the motion can 

be heard, at 330 University Avenue, Toronto, Ontario. 

 

 PROPOSED METHOD OF HEARING: The motion is to be heard orally. 

 

 THE MOTION IS FOR:  

1. An order substantially in the form of the draft order attached to the Motion 

Record: 

(a) abridging the time for service of the Notice of Motion and the Motion Record 

herein and declaring that the motion is properly returnable on the date it is heard 

by this Honourable Court;  

(b) approving the Trustee’s Supplemental Statement of Receipts and Disbursements 

set out in Exhibit “H” to the Fourth Report dated September 18, 2014 (the 

“Fourth Report”);  
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(c) authorizing and directing the Trustee to distribute $26,045.86 to creditors of DB 

Media and $62,316.18 to creditors of DB Media Canada (inclusive of the 

distribution from DB Media to DB Media Canada on account of the intracompany 

balance owing as of the date of bankruptcy) in accordance with their respective 

priorities set out in the Bankruptcy and Insolvency Act (Canada) (the 

“Distribution”); 

(d) declaring that all steps taken by and activities of the Trustee and all amounts 

distributed by the Trustee are approved and that Alvarez & Marsal Canada Inc. 

shall have no further liability in respect thereof; 

(e) approving the Fourth Report and the activities of the Trustee described therein; 

and 

(f) declaring that effective on the date that is 60 days following the date of the 

Distribution, the Trustee shall be discharged as Trustee in bankruptcy of the 

Companies.  

2. Such further and other relief as counsel may request and this Honourable Court 

deems just. 

THE GROUNDS FOR THIS MOTION ARE: 

1. Pursuant to orders of the Court dated December 10, 2010 (the “Procedural 

Consolidation Orders”), the Trustee was authorized to administer the bankrupt estates of the 

Companies on a consolidated basis for the purpose of carrying out its administrative duties and 

responsibilities as Trustee under the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as 

amended (the “BIA”); 

2. Pursuant to two separate additional orders granted by the Court on December 10, 

2010 (the “December 10th Orders”), the Trustee was, inter alia, relieved of certain notice 

obligations to creditors and directed to conduct a spot audit of the Companies’ inventory for the 

purpose of complying with s. 16(3) of the BIA; 
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3. The Trustee has nearly completed the administration of the Companies’ estates in 

compliance with the Procedural Consolidation Orders, the December 10th Orders and the 

provisions of the BIA; 

4. The Office of the Superintendent of Bankruptcy Canada has reviewed the  

Supplemental Statement of Receipts and Disbursements in accordance with the examination 

process set out in section 5(3)(g) of the BIA and has requested that the Trustee proceed to 

taxation (the “Superintendent’s Comments”) pursuant to section 60 of the Bankruptcy and 

Insolvency General Rules, C.R.C., c. 368, as amended (the “General Rules”); 

5. The Trustee is now seeking an order for all of the relief described in its Fourth 

Report in accordance with the Superintendent’s Comments; 

6. The provisions of the BIA, including without limitation sections 183 and 192, and 

the inherent and equitable jurisdiction of this Honourable Court; 

7. The provisions of the General Rules, including without limitation section 60 

thereof; 

8. Rules 1.04, 1.05, 2.03, 3.02, 16 and 37 of the Rules of Civil Procedure, R.R.O. 

1990, Reg. 194, as amended; and  

9. Such further and other grounds as counsel may advise and this Honourable Court 

may permit. 

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the 

hearing of the motion: 

1. The Fourth Report; and 

2. Such further and other material as counsel may advise and the Court may permit. 
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September 18, 2014 OSLER, HOSKIN & HARCOURT LLP 
1 First Canadian Place 
P.O. Box 50 
Toronto, ON   M5X 1B8 
 
 
Caitlin Fell LSUC# 60091H 
Tel: (416) 862-6690 
Email: cfell@osler.com 

 Solicitor for Alvarez & Marsal Canada Inc., in 
its capacity as Trustee in bankruptcy of DB 
Media Distribution Inc., DB Media 
Distribution (Canada), CH LLC and CH Sub 
LLC and not in its personal capacity. 

mailto:cfell@osler.com
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Courr File No. CV-10_9023_00CL
Estate File Nos. 3t-4566fi , 3r-4s6614, 3r-456616, 3r-456617

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

THE HONOURABLE

O JUSTICE O

)
)
)

THURSDAY, THE 25'TH DAY

OF SEPTEMBER.2Ol4

IN THE MATTER OF'THE BANKRUPTCY OT'DB MEDIA DISTRISUJTION INC., DB MEDIA DISTRIBUTION (CANADA),
CH LLC (CANADA) AND CH SUB LLC (CANADA)

ORDER

THIS MOTION, made by Alvarez& Marsal Canadalnc. (,.4&M Canada,,) in
its capacity as Trustee in bankruptcy of each of DB Media Distribution Inc. (,.D8 Media,,), DB
Media Distribution (canada) ("DB Media Distribution"), cH LLC (canada) and cH sub LLC
(canada) (collectively, the "companies"), for relief contemplated in the Fourth Report of the
Trustee dated september 18, 2014 together with all exhibits attached thereto, the ,,Fourth
Report") and such further and other relief as counsel may advise and the court deems just, was
heard this day at330 University Avenue, Toronto, Ontario.

oN READING the Notice of Motion dated September rg, 2014, the Fourth
Report' and on hearing the submissions of counsel for the Trustee, no one else appearing
although served as evidenced by the Affidavit of o 5y¡6* o, filed;

1' THIS couRT ORDERS that time for service of the Notice of Motion and
Motion Record is hereby abridged so that the motion is properly returnable today and hereby
dispenses with further service thereof.

2' THrS couRT ORDERS that the Trustee is authorized and directed to distribute
$25,720.29 to DB Media's creditors and g61,537.23 (inclusive of the distribution from DB
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Media on account of the intracompany balance owing at the date of bankruptcy) to DB Media
Canada's creditors in each case in accordance with such creditors' priority pursuant to the
Banlcruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the..Distribution,,).

3' THIS COURT ORDERS that all steps taken by and activities of the Trustee and
all amounts distributed by the Trustee are hereby approved and that A&M Canadashall have no
further liability in respect thereof.

4' THIS COURT ORDERS that the Fourth Report be and is hereby accepted and
approved and the activities of the Trustee as described in the Fourth Report be and are hereby
approved.

5' THIS COURT ORDERS that the Trustee's supplemental Dividend Sheets
attached as Exhibit J to the Fourth Report and the Statement of Receipts and Disbursements as

attached as Exhibit H to the Fourth Report are hereby approved.

6' THIS COURT ORDERS that effective on rhe dare rhat is 60 days following rhe
date of the Distribution, the Trustee shall be discharged as Trustee in bankruptcy of the
Companies.
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INTRODUCTION

l. On December 9,2010, DB Media Distribution Inc. ("I)B Media"), DB Media Distribution

(Canada) ("DB Media Canada"), CH LLC (Canada) (*CH') and CH Sub LLC (Canada) ("CH

SUB") (collectively, "I)B Media Distribution" or the "CompanÍes") filed assignments in

bankruptcy. Alvarez& Marsal Canada Inc. ("4&M Canada") was appointed as trustee in

bankruptcy (the "Trustee") of each of the Companies pursuant to certificates of appointment

issued by the Office of the Superintendent of Bankruptcy Canada on December 9, 2010.

2. On December 10, 2010, this Honourable Court granted orders authorizing the Trustee to

administer the bankrupt estates of the Companies on a consolidated basis for the purpose of
carrying out its administrative duties and responsibilities as Trustee under the Banlcruptcy and

Insolvency Acf, R.S.C. 1985, c. B-3, as amended (the "BIA") (the "Procedural Consolidation

Orderc"). The Procedural Consolidation Orders allowed the Trustee to reduce the cost of
administration of the bankrupt entities by avoiding performing separate actions such as:

i. Convening and conducting meetings of creditors and inspectors;

ii. Making, filing, advertising and dishibuting all filings and notices required under the BIA;

and

iii. Appointing separate groups of inspectors.

The Procedural Consolidation Orders are attached hereto as Exhibit (óA'?.

3. In addition to the Procedural Consolidation Orders, this Honourable Court granted two other

separate Orders on December 10,2010 (collectively, the "I)ecember l01h Orders'):

i" Relieving the Trustee of any obligation to send notice of the bankruptcy and of the first

meeting of creditors to such creditors of the Companies whose claims in the aggregate do

not exceed $100;

ll, Relieving the Trustee of its obligation to include a full list of creditors in the notice of the

bankruptcy and of the first meeting of creditors and authorizing the Trustee to instead

make a one-line entry for the customers and employees and to direct creditors to a
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website established by the Trustee (www.alvarezandmarsal.com/DBMD) which contains

a complete list of creditors;

I ll. Directing the Trustee to post a complete list of creditors of the Companies, including

customer names, to a dedicated webpage on the website set up by the Trustee;

iv. Directing the Trustee to redirect the Companies' book and DVD club websites to a

website hosted by the Trustee, which provides notice of the bankruptcies of the

Companies and contains the statutory notice of the bankruptcies and documents for filing

proofs of claim; and

Directing the Trustee to conduot a spot audit of the inventory of the Companies for the

purpose of complying with s. l6(3) of the BlA.

Copies of the December l0û Orders are attached hereto as Exhibit "B".

4. The first report of the Trustee dated December 9, 2010 (the "First Report") was filed in support

of the Trustee's motion for the Procedural Consolidation Orders and the December l0rh Orders.

A copy of the First Report is attached hereto as Exhibit "C".

5. The second report of the Trustee dated December 23,2010 (the "Second Report") was prepared

for and presented at the First Meeting of Creditors held on December 23,2010. A copy of the

Second Report is attached hereto as Exhibit 6óI)".

6. On October 23,2012, this Honourable Court granted an order a approving the proposed

settlement agreement between the Trustee and Direct Brands, Inc. ("DBI") regarding potential

transfers at undervalue and other matters (the "I)irect Brands Settlement Order"). A copy of

the Direct Brands Settlement Order is attached hereto as Exhibit'r8".

7 . On October 31,2012, this Honourable Court granted an order (the "October 3l'r Ordey''):

i. Approving the Trustee's receipts and disbursements from the date of bankruptcy and the

allocation of certain receipts and disbursements between DB Media and DB Media

Canada;

ii. Approving the proof of claim process and dividend sheet;
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iii. Authorizing and directing the Trustee to distribute $1,502,785.92 to DB Media's

creditors and $1,143,944.92 (inclusive of the distribution from DB Media on account of

the intracompany balance owing at the date of bankruptcy) to DB Media Canadaos

creditors (the "November 2012 Distribution');

iv. Declaring that all steps taken by and activities ofthe Trustee and all amounts distributed

by the Trustee were approved, and the A&M Canada shall have no further liability in

respect thereof;

v. Approving the activities of the Trustee from the date of bankruptcy to the date of the

Third Report and the Third Report; and

vi. Approving and tæ<ing the fees and disbursements of the Trustee and its legal counsel,

Osler, Hoskin & Harcourt LLP ("Osler") and authorizing the Trustee to pay its

outstanding fees and disbursements and those of its counsel.

A copy of the October 3l't Order is attached hereto as Exhibit 'rF".-

8. The third report of the Trustee dated October 16,201'2 (the "Third Report") was filed in support

oftheTrustee'smotionfortheDirectBrandsSettlementOrderandtheOctober3l'tOrder. A

copy of the Third Report (without exhibits) is attached hereto as Exhibit "G".

PURPOSE OF TIIE FOT]RTH REPORT

9. This fourth report of the Trustee (the "Fourth Report") has been prepared to provide an update

to this Honourable CouIt with respect to the Trustee's activities in the bankruptcy proceedings of
DB Media Distribution since the date of the Third Report and the Trustee's supplementary

receipts and disbursements since the November 201'2 Distribution. In addition, this Fourth

Report will provide this Honourable Court with additional information to support the Trustee's

motion for an order with respect to the following:

i,, Approving the Trustee's supplementary statement of receipts and disbursements (the

"Supplem entaly Statement of Receipts and Disbursements");

ii. Approving supplementary dividend sheet for DB Media and DB Media Canada,

respectively (collectively, the "Supplementary Dividend Sheets");
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iií. Authorizing and directing the Trustee to distribute $26,045.86 to DB Media's creditors

and562,316.18 (inclusive of the distribution from DB Media on account ofthe

intracompany balance owing at the date of bankruptcy) to DB Media Canada's creditors;
iiv,. Declaring that alt steps taken by and activities of the Trustee and all amounts distributed

by the Trustee are hereby approved, and the A&M Canada shall have no further liability

in respect thereof;

V¡ Approving the activities of the Trustee from the date of the Third Report to the date of

this Fourth Report; and

vi, Approving the discharge of the Trustee on the date that is 60 days from the date ofthe

supplementary distribution.

10. All references to monetary amounts in this Fourth Report are in Canadian dollars unless

otherwise noted.

BACKGROT]III)

I I . DB Media Canada is a general partnership registered under the laws of the Province of Ontario

with general partners CH and CH SUB, being two limited liability companies formed under the

laws of the State ofDelaware, U.S.A.

12. DB Media is a corporation organized underthe laws of the Province of Ontario and is a sister

corporation of CH.

13. DB Media was a direct-to-consumer dishibutor of books and DB Media Canada was a direct-to-

consumer distributor of DVDs in Canada through their various specialty clubs. Prior to the date

of bankruptcy, DB Media Canadaalso sold music compact discs, cassettes and albums to club

members, but discontinued thís line of business in 2008.

14. DB Media Canadaand DB Media and their predecessors had been in business in Canada selling

entertainment products for over fifty-five years, and books for over seventy years, respectively.

At the date of bankruptcy, DB Media and DB Media Canada had active member bases of

approximately 229,000 and 147,000 for the book and DVD clubs, respectively. The Companies

operated from a warehouse and office premises located at 5900 Finch Avenue East, Scarborough,

Ontario which was leased by DB Media Canada- DB Media Canada subleased part of the

premises to two third-paÉy entities.
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15. Customers who were members of these specialty clubs were able to purchase books and DVDs by

mail, telephone or on-line. Customers were also able to return books and DVDs to the

Companies for credit notes. Credits were applied to the customers' accounts to be used against

future purchases. At the date of bankruptcy of the Companies, over 72,000 members held

unexpired credits ranging in the amounts from less than $l to $2,500.

16. At the date of bankruptcy, DB Media employed approximately 100 full+ime, non-unionized

hourly warehouse and salaried office staff. The staff performed duties for both DB Media and

DB Media Canada and the costs were allocated between the two entities through an inhacompany

account.

17. DB Media Distribution did not have any secured debt at the date of bankruptcy"

18. Summarized financial information for the Companies prior to the bankruptcy was provided in the

Second Report.

UPDATE ON DB MEDIA DISTRIBUTION'S INSPECTORS

19. In December 2010, two Inspectors \üere appointed to the DB Media Distribution estates. The two

Inspectors carried out their duties up to and including the date of the Third Report. However,

more recently, the Trustee has been unable to contact one ofthe Inspectors to request that he

attend the Sixth Meeting of Inspectors on April 8,2014 and continue to carry out his duties as an

Inspector. Despite multiple attempts over the course of several months, this Inspector has not

responded to the Trustee. The Trustee discussed this matter with the OfTice of the Superintendent

of Bankruptcy who verbally advised that the administration of the estates could continue with one

lnspector.

TRUSTEE'S ACTIVITIES SINCE THE DATE OF THE THIRD REPORT

20. The main activities of the Trustee for the period September 15,2012 to the date of this Fourth

Report were as follows:

i. Collected the remaining GST/HST refunds owing to the estates and some small dollar

accounts receivables;

ii. Attended Court hearings on October 23,2012 and October 31,2012;

iii. Distributed funds to DB Media Distribution's creditors in November 2012 as authorized

and directed by the Court;
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iv. Updated the Inspectors on estate matters and held a meeting of Inspectors; and

v. Answered general inquiries made by the estates' creditors.

21. The interim period between November 2012,when the estate funds were distributed to the

creditors, and the date of this report was to allow time for the GST/HST refunds owing to the

estates to be collected by the Trustee.

SIIPPLEMENTARY STATEMENT OT' RECEIPTS A¡fD DISBURSEMENTS

22. A copy of the Trustee's Supplementary Statement of Receipts and Disbursements for the period

September 76,2012 to March 31,2014 is attached hereto as Exhibit "H", showing the

supplementary funds available for distribution by the Trustee, subject to this Honourable Court's

approval of $26,045.86 for DB Media and $62,3 16. I I for DB Media Canada. The

Supplementary Statement of Receipts and Disbursements does not include the funds previously

distributed in the November 2012 Dishibution. No further receipts have been received by the

Trustee with respect to these estates to the date of this Fourth Report.

23. Total receipts in the Supplementary Statement of Receipts and Disbursements are made up of (i)

the outstanding GST/HST refunds for the estates, being approximately $25,000 for DB Media

and $47,000 for DB Media Canada, and (ii) collections of small dollar accounts receivable.

24. The October 3l't Order approved a final cost,allocation for the estates which took into

consideration the value of the accounts receivable recoveries and the Trustee's assessment of the

professional time spent by the Trustee and Osler on specific estate issues. The only cost to the

Companies after the November 2012 Distribution was for the Inspector's fee which was allocated

on an equal basis between DB Media and DB Media Canada.

25. Atthe Sixth Meeting of Inspectors, held on April 8, 2014,the Inspector approved the

Supplementary Statement of Receipts and Disbursements. In addition, the Office of the

Superintendent of Bankruptcy ("OSB") examined the Supplementary Statement of Receipts and

Disbursements and provided their letters of comment. The OSB letters of comment are attached

hereto as Exhibit "I".

26. As previously reported to this Honourable Court in the Third Report, the Trustee stated that it

would not be charging the estates for any fees incurred after September 15, 2012Io discharge. As
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such, the Supplementary Statement of Receipts and Disbursements does not include any fees

incurred by the Trustee or its counsel for the administration ofthe supplementary distribution.

SCIIEME OF DISTRIBUTION A¡ID SI]PPLEMENTARY DIVIDEIID SHEETS

27. Funds available for distribution will be dishibuted to the creditors in accordance with their

priority pursuant to the BIA and the Orders of the Court made in the DB Media Distribution

proceedings.

28. By s. la7(l) of the BIA, a levy is payable to the Superintendent of Bankruptcy on all payments

made by the Trustee by way of a dividend or otherwise on account of the claims of creditors

whether unsecured, preferred or secured. The levy is considered to be a preferred claim. Where

the amount of payments exceeds $l million but is not more than $2 million, the levy payable is

five per cent of the first million dollars plus one and one quarter per cent of the amount in excess

of $l million. Inclusive of the first distribution, the levy applicable for this supplementary

distribution is one and one quarter per cent.

29. The Trustee is not aware of any priority claims

30. Claim amounts for the former employees were reduced by any entitlements paid under the rù/age

Eamer Protection Program.

3 l. Based on the Supplementary Dividend Sheets approved by the Inspector attached hereto as

Exhibit "J", unsecured creditors will have received total dividends, inclusive of the November

2012 Distribution, of approximately $0.13 and $0.24 on the dollar for DB Media and DB Media

Canada, respectively.

DISCIIARGE OF THE TRUSTEE

32. After the payment of the supplementary dividends to the Companies' creditors the administration

of the bankrupt estates will be complete. Accordingly, the Trustee is seeking approval of its

discharge on the date that is 60 days from the date that the supplementary distribution is made by

the Trustee.
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RECOMMENDATION

33. Based on the foregoing, the Trustee respectfully requests and recommends that an Order be made

by this Honourable Court, inter alia:

i' Approving the Trustee's Supplementary Statement of Receipts and Disbursements;

ii. Approving the Supplementary Dividend Sheet;

iii. Authorizing and directing the Trustee to distribute the funds available for distribution to

the DB Media's and DB Media Canada's creditors;

iv. Declaring that all steps taken by and activities of the Trustee and all amounts distributed

by the Trustee are hereby approved, and the A&M shall have no further liability in
resp€ct thereof;

v' Approving the activities of the Trustee from the date of the Third Report to the date of
this Fourth Report; and

vi. Approving the discharge of the Trustee on the date that is 60 days from the date ofthe
supplementary dishibution.

ALL OF \ilHICH IS RESPECTFULLY SUBMITTED, at Toronto, Ontario this lBú day of
September,20l4

Alvarez & Marsal Canada Inc. in its capacity
as trustee in bankruptcy of DB Media
Dishibution Inc., DB Media Distribution
(Canada), CH LLC (Canada) and
CH SUB LLC (Canada) and not in
its personal or corporate capacity

Per: Æ
Vice President
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Court File No.

?\*r{fbbII
ONTARIO

SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE BANKRUPTCY OF
DB MEDIA DISTR]BUTION INC.

MR, FRIDAY, THE IOI'}I
DAY OF DECEMBER,2OIO

ORDER

(Consol idøt io n of Proceedì ngs)

THIS MOTION, made by Alvarez & Marsal Canada lnc., in its capacity as trustee

in bankruptcy (the "Trustee") of the estates of DB Media Distribution Inc. l"DB Media"), DB

Media Distribution (Canada) ("DB Media Canada"), CH LLC (Canada) ("CH") and CH SUB

L[,C (Canada) ("CH SUB") was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion, the First Report of the Trustee dated

December 9. 2010. and on hearing the submissions of counsel for the Trustee,

L THIS COURT ORDERS that service of the Notice of Motion and the Motion

Record herein upon any person is hereby dispensed with.

2. THIS COURT ORDERS that the Trustee may administer the bankrupt estates of

DB Media. DB Media Canada. CH and CH SUB on a consolidated basis, as follows:

(a) A single court fìle number and title of proceeding of "ln the Matter of the

Bankruptcy of DB Media Distribution Inc., DB Media Distribution (Canada), CH

)
)
)

flìR illf) 50t tqi: :
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LLC (Canada) a¡rd CH SUB LLC (Canada)" shall be assigned to the proceedings

in the bankrupt estates of DB Media, DB Media Canada, CH and CH SUB;

(b) The Trustee is authorized to administer the bankrupt estates of DB Mcdia' DB

Media Canada. CH aud CH SUB as if such estates were a single bankrupt estate

tbr the purpose of canying out its administrative duties and responsibilities as

trustee under the Banbuplcy and Insolvency Act,R.S.C, I985, c' B-3, as amended

(the "BlA") with respect to the administration of bankrupt estates generally,

including without limitation as follows:

meetings of creditors and inspectors in the bankrupt estates of DB Media,

DB Media Canada, CH and CH SLJB may be convened through one

combined advertisement and conducted jointly. provided that the results of

any creditors' votc shall be separately tabulated for each such bankrupt

estate:

(ti) the Trustee is authorized to use a consolidated form of proof of claim

which directs creditors to identify the banknrpt estate in which a claim is

rnade for voting a¡rd for clistribution purposes;

(iii) the Trustee is authorized to issue consolidated reports in respect of the

bankrupt estates of DB Media, DB Media Canada, CH and CH SUB;

(iv¡ the Trustee is authorized to perform a consolidated making, filing,

advertising and distribution of all filings and notices in the bankntpt

estates of DB Media, DB Media Canada. CH and CH SUB required under

the BIA; and

(i)

TOR H:O 59t7951 2
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(v) a singte group of inspectors stratl be the inspectors for lhe consolidated

banknrpt estates of DB Media, DB Media Canada, CH and CH SUB,

unless an objection is raised at the first meeting of creditors in which case

separate groups of inspectors shall be elected for the bankrupt estate(s) in

which an objection was raised.

3. THIS COURT ORDERS that this procedural consolidation is not intended to be a

substantive consolidation of the bankrupt estates of DB Media, DB Media Canada, CH and CH

SUB. and will automatically terminate if the Trustee is replaced as trustee of any but not all of

the estates.

4. THIS COURT ORDERS that the costs of this motion be paid out of the assets of

the estate fonhwith after taxation thereof.

ENTERED AT / INSCRIT À TORONTO

1å i 3^"-Ttt";'Èc' "t' 
no o''
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Court FileNo.
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Ontø¡io
SUPERIOR COURT OF JUSTICE

(CoMMERCTAL LIST)

Proceeding commenced at TORONTO

ORDER

OSLER, HOSKIN & HARCOURT LLP
P.O. Box 50. First Canadian Place
Toronto,ON MsX lB8

Marc Wasserman (LSUC # 4400ó6M)
(4 ro 8624908
(416) 862{ó66 (fax)

Artem Miakichev (LSUC # 5t366C)
(4t6)862-%73
(alO 862{666 (fax)

Soliciton for Alvarez & Marsal Canada lnc.
in its capacity as trustee in bankruptcy of DB
Media Distribution lnc., DB Media
Distibution (Canada), CH LLC (Canada) and
CH SUB LLC (Canada)

. TN THE TVIATTER OF THE BANKRUPTCY OF
DB MEDIA DISTRIBUTION INC.
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ONTANIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

IN THE MATTER OF THE BANKRUPTCY OF

DB MEDIA DISTRIBUTION (CANADA)

Court File No

?t-L{Sbb tt{

FRIDAY, THE to'''H

DAY OF DECEMBER,2OIO
MR.

IEGEL
)

)
)

ORDER

(Co n s o I id at ì o n of Pro c e e d i n gs)

THIS MOTION, made by Alvarez & Marsal Canada Inc., in its capacity as trustee

in bankruptcy (the "Trustee") of the estates of DB Media Distribution Inc. ("DB Medir"), DB

Media Distribution (Canada) ("DB Media Canada"), CH LLC (Canada) ("Cfl') an¿ CH SUg

LLC (Canada) (,'CH SUB") was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of' Motion, the First Report of the Trustee dated

December 9, 2010, and on hearing the submissions of counsel for the Trustee.

l. THIS COURT ORDERS that service of the Notice of Motion and the Motion

Record herein upo¡ì any person is hereby dispensed with.

Z, THIS COTJRT ORDERS that the Trustee may administer the burkrupt estates of

DB Media, DB Media Canada, CH and CH SUB on a consolidated basis, as follows:

(a) A single court file number and title of proceeding of "ln the Matter of the

Bankruptcy of DB Media Distribution Inc.. DB Media Distribution (Canada)' CH

l'OR ll:Oì5el!)ó07 I
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LLC (Canada) and CH SUB LLC (Canada)" shall be assigned to the proceedings

in the bankrupt estares of DB Media, DB Media canada, cH and cH suB;

(b) The Trustee ís authorized to administer the bankrupt estates of DB Media, DB

Media Canada. CH and CH SUB as if such estates wete a single bankrupt estate

for the purpose of carrying out its adnrinistrative duties and responsibilities as

trustee under the Banlo'uptcy qnd Insolvency Acl, R'S.C. 1985' c. B-3, as arnended

(the ,.BIA") with respect to the admínistration of bankrupt estates generally,

including without limitation as follows:

(i) meetings of creditors and inspectors in the bankrupt estates of DB Media,

DB Media Canada, cH and cH suB may be convened through one

combined advertisement and conducted jointly, provided that the results of

any creditors' vote shall be separately tabulated for each such bankrupt

eslate;

(iD the Trustee is authorized to use a consolidated form of proof of claim

which directs creditors to identify the bankrupt estate in which a claim is

made for voting and for distribution purposes;

(iii) the Trustee is authorizgd to issue consolidated reports in respect of the

bankrupt estates of DB Media' DB Media Canada" CH and CH SUB;

(iv) the Trustee is authorized to perform a consolidated making, filing,

advertising and distribution of all filings and notíces in the bankrupt

esüares of DB Media, DB Media canada, cH and cH suB required under

the BIA; and

fl)R tfSo ieteöo? I
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(v) a single group of inspectors shall be the inspectors for the consolidated

bankrupt estates of DB Media, DB Media Canada, CH and CH SUB'

unless an objection is raised at the first meeting of creðitors in which case

separate groups of inspectors shall be elected for the bankrupt estate(s) in

which an objection was raised.

3. THIS COURT ORDERS that this procedural consolidation is not intended to be a

substantive consolidation of the bankrupt estates of DB Media. DB Media Canada, CH and CH

S1JB. and will automatically terminate if the Trustee is replaced as trustee of any but not all of

the estates.

4, THIS COURT ORDERS rhat the costs of this motion be paid'out of the æsets of

the estate forthwith afrer taxation thereof,

ENTEFED AT / INSCFIT À TORONTO

ON / BOOK NO:

LE / DANS LE BEG]STRE NO':

DEC 1 0 2Û10
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Court File No.

3t-.1çugr"t

Ontarìo
SUPERIOR COURT OF JUSTICE

(coMMERC|AL LtSÐ

Proceeding commenced at TORONTO

d#"-"+':*-

ORDER

OSLEÈ HOSKIN & HARCOURT LLP
P.O- Box 50, First Canadian Place
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Ma¡c Wasserman (LSUC # 4400ó6M)
(4r6) 8624908
(416) 862{666 (fax)

Anem Miakíchev (LSUC # 51366C)
(416)862-s673
(416) 862-6666 (tar()

Solicitors for Alva¡ez & Marsal Canada lnc.
in its capacity as trustee in bankuptcy of DB
Media Disribution lnc.. DB Media
Distribution (Canada), CH LLC (Canada) and
CH SUB LLC (Canada)
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Court File No.

7l- L(tIl bl6
ONTARIO

SUPERTOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE BANKRUPTCY OF

cH LLC (CANADA)

FRIDAY,THE lo'Ï
DAY OF DECEMBER,2OIO

ORDER

(Co ns ol ídalio n of P roc e e dlngs\

THIS MOTION, made by Alvarcz& Marsal Canada Inc., in its capacity as trustee

in bankruptcy (the "Trustee") of the estates of DB Media Distribution [nc. ("DB Media"), DB

Media Distribution (Canada) ("DB Media Canada"), CH LLC (Canada) ("CH') and CH SUB

LLC (Canada) ("CH SUB") was heard this day at 330 University Avenue, Toronto, Onta¡io'

ON READING the Notice of Motion, the First Report of the Trustee dated

Decenrber 9. 201 0. and on hearing the subrnissions of counsel for the Trustee.

l. THIS COURT ORDERS rhat service of the Notice of Motion and the Motion

Record herein upon any person is hereby dispensed with.

Z. THIS COUR'¡ ORDERS that the Trustee may administer the bankrupt estates of

DB Media. DB Media Canada, CH and CH SUB on a consolidated basis, as follows:

(a) A single court file number and title of proceeding of "ln the Matter of the

Banknrptcy of DB Media Distrihution Inc.. DB Media Distribution (Canada), CH

EL
)
)
)

IOR lllo 5tl¡l'10 I
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LLC (Canada) and CH SUB I.LC (Canada)" shall be assigned to the proceedings

in the bankrupt estates of DB Media, DB Media Canada, CH and CH SUB;

(b) The Trustee is authorized to administer the bankrupt estates of DB Media, DB

Media Canada, CH and CH SUB as if such eslates were a single bankrupt estate

for the purpose of canying out its administrative duties and responsibilities as

trustee under the Banh'uptcy and In:¡olvency Acl. R.S.C. 1985. c. B-3, as amended

(the "BIA") with respect to the administration of bànkrupt estates gcnerally,

including without limitation as follows:

(i) meetings of creditors and inspectors in the bankrupt estates of DB Media,

DB Media Canada. CH and CH SUB may be conVened tfuough one

con¡bined advertisement and conducted jointly, provided that the results of

any creditors' vote shall be separately tabulated for each such bankrupt

estate;

(i ii)

the J"rustee is authorized to use a consolidated forn¡ of proof of claim

which directs creditors to identify the bankrupt estate in which a claim is

made for voting and for distribution pr¡rposes:

the 'I'rustee is authorized to issue consolidated reports in respect of the

bankrupt estates of DB Media, DB Media Canada, CH and CH SUB;

the Trustee is authorized to perform a consolidated making, filing,

advertising and distribulion of alt fììings and notices in the bankrupt

estates of DB Media. DB Media Canada, CH and CH SUB required under

the BIA; and

(iv)

lOß.lll0 5¡,ltí,1r, I
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(v) a single group of inspectors shall be the inspectors for the consolidated

bankrupt estates of DB Media, DB Media Canada, CH and CH SUB,

unless an objection is raised at the first meeting of creditors in which case

separate groups of inspectors shall be elected for the bankrupt estate(s) in

which an objection was raised.

3. THIS COURT ORDERS that this procedural consolidation is not intended to be a

substantive consolidation of the bankrupt estates of DB Media, DB Media Canada, CH and CH

SUB. and will automatically terminate if the Trustee is replaced as h¡stee of any but not all of

tlÌe estates.

4. THIS COURT ORDERS that the costs of this motion be paid out of the assets of

the estate forthwith after taxation thereof.

ENTEBED AT / INSCRIT A TOBONTO
ON / BOOK NO:
LE / DANS LE BEGISTRE NO.:

oEc 10 ?0t0
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ORDER
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Toronto, ON M5X IBB

Marc Wasserman (LSUC # 440066M)
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THE HONOURABLE MR.

ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCTAL LIST

IN THE MATTER OF THE BANKRUPTCY OF
cH suB LLC (CANADA)

ût /['- /O4 I 'POc ¿
Court File No.

St-Y sbó l7

FRIDAY, THE to'r'H

DAY OF DECEMBER.2OIO
)
)
)

ET,

ORDER

(Co n so lídatìon of P rocee d ín gs)

THIS MOTION. rnade by Alvarez & Marsal Canada Inc., in its capacity as trustee

in bankruptcy (the "Trustee") of the estates of DB Media Distribution Inc. ("DB Media"), DB

Medía Distribution (canada) ("DB Media canada"), cH LLc (Canada) (*cH') and CH suB
t.l-C (Canada) ("CH SUB") was heard this day at 330 tlniversity Avenue, Toronto, Ontario.

ON READTNG the Notice of Motion, the First Report of the Trustee dated

December 9,2010, and on hearing the submissions of counsel for the Trustee,

l. TFIIS COURT ORDERS that service of the Notice of Motion and the Motion

Iìecord herein upon any person is hereby dispensed with.

2' Ttlls COURT ORDERS that the Trustee may administer the bankrupt eslates of

DB Media. DB Media Canada. CFI and CH SUB on a consolidated basis, as firllows:

(a) A single court file number and title of proceeding of "ln the Matter of the

Bankruptcy ol DB Media Distribution Inc., DB Media Distribution (Canada), CH

l-oR H:o 5ür0{¡tr I
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LLC (Canada) and CH SUB LLC (Canada)" shall be assigned to the proceedings

ín the bankrupt estates of DB Media, DB Media Canada, CH and CH SUB;

(b) The Trustee is authorized to administer the bankrupt estates of DB Media, DB

Media Canada, CH and CH SUB as if such estates were a single bankrupt estate

for the purpose of canying out i[s administrative duties and responsibilities as

trustee under the Dankruptcy and Insolvency Act, R.s.c. 1985, c. B-3, as amended

(the "BIA") with respect to the administration of bankrupt estates generaltS

including without limitation as follows:

(i) meetings of creditors ând inspectors in rhe bankrupt estates of DB Media,

DB Media Canada. CH and CH SUB may be conr¿ened through one

combined advertisement and conducted jointly, provided that the results of

any creditors' vote shall be separately tabulated for each such bankrupt

estate

(ii) the Trustee is authorized to use a consolidated form of proof of claim

which directs creditors to identify the bankrupt estate in which a claim is

made for voting and for distribution purposes;

(iii) the Truslee is authorized to issue consolidated reports in respect of the

bankrupt estates of DB Media, DB Media Canada, CH and CH SUB;

(iv¡ the Trustee is authorized to perform a consolidated making, filing,

advertising and distribution of all filings and notices in the bankrupt

estates of DB Media, DB Media canada, cH and cH suB required urder

the BIA; and

fOR ll¡O 5tl0(,15 I
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(v) a single group of inspectors shall be the inspectors for the consolidated

bankrupt estates of DB Media, DB Media Canada, CH and CH SUB,

unless an objection is raised at the first meeting of creditors in which case

separate groups of inspectors shall be elected for the bankrupt estate(s) in

which an objection was raised,

i. TFIIS COURT ORDERS thal this procedural consolidation is not intended to be a

substantive consolidation of the bankrupt estates of DB Media, DB Media Canada, CH and CH

SUB, and will automatically termjnate if the Trustee is replaced as trustee of any but not all of

the estates.

4. THIS COURT ORDERS thar the costs of this motion be paid out of the assets of

the estate forthwith after taxation thereof.

ENTERED AT / INSCRIT A TORONTO

iå i 3f'Ê5'È"; E G I sr. E No ;;

DEC 10 2010
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ffi
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Court File No. CVl0-9023-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCTAL LIST

IN TI{E MATTER OF THE BANKRUPTCY OF
DB MED|A DTSTRTBUTION INC., DB MEDIA DISTRIBUTION (CANADA),

cH LLC (CANADA) AND CH SUB LLC (CANADA)

FRIDAY, THE IO¡'H

DAY OF DECEMBER.2OIO

rust
ORDER

THIS MOTION- made by Alvarez & Marsal Canada Inc., in its capacity as truslee

in bankruptcy (the "Trustee") of the consolidated estates of DB Media Distribution Inc., DB

tvledia Distribution (Canada). CH LLC (Canada) and CH SUB LLC (Canada) (collectively, "DB

Media Distribution") was heard this day at 330 Univenity Avenue, Toronlo. Ontario.

ON READING the Nolice of Motion. the First Report of the Trustee dated

I)ecernber 9. 2010. and on hearing the submissions of counsel for the Trustee,

l,: THIS COUR'I ORDERS thal service of the Notice of Motion and the Motion

Record herein upon any person is hcreby dispensed with.

2. 'l'HlS COUR'I ORDERS that the Trustee is hereby relieved of any obligation to

t'urther inquire as to the names and addresses of the creditors of DB Media Distribution.

-i. THIS COLIRT ORDERS that the Trustee is relieved of any obligation to send

notice of the bankruptcy and of the first meeting of creditors to such creclitors of DB Media

Er-
)
)

)

lol( lllo <rt8r¡t'! j
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Distribution whose claims in the aggregatc do not exceed $100 in the manner prescribed under

section 102 of lhe Bankruptc'y antl In :solvcncT, Acl. R.S.C. 1985. c. B-3, as amended (the "BIA").

4. THIS COURT ORDERS lhat the Trustee is relieved of its obligation to include a

full list of creditors in the notice of the bmkruptcy and of the fÌrst meeling of creditors, which

lhe Trustee will serrd to the creditors with the claims of $100 or morc in the manner prescribed in

section 102 and the Tnrstee is authorized instead to make a one-line entry for the customers and

cmployees and to direct creditors to a website which will contain a complete lisf of creditors;

5, THIS COUR'I- ORDERS that the Trustee is directed to post a complete list of

credito¡'s of DB Media Distribution. including custonrer nanres, on a dedicated webpage to be set

up by the Trustee on its website.

6. THIS COURT ORDERS that the Trustee is directed to redirect DB Media

Distribution's book and DVD club websites to a websil.e hosted by the 'lrustee, which will

provide notice of the bankluptcy of DB Media Distribution and provide a link to the Trustee's

website containing the stalutory notice of the bankruptcy and documenls fbr filing proofs of

claim,

7 . Ttlls COURT ORDERS that lhe costs of this motion be paid out of the assets of

the estate forthwith after taxation thereof.

ENTERED AT / INSCRIl'N TOHONTO
ON / BOOK NO:
LE / DANS LE REGISTBE NO.:

DEC t 0 iuru
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rJ\¡ TTIE MATTER OF THE BANKRUPCY OF DB MEDIA DISTRIBUTION INC.,
DB MEDIA DISTRIBUTION (CANADA), CH LLC (C.A,NADA) AND CH SUB LLC (CAìIADA)

Solicitors l'or Alvarez & Marsal Canada lnc.
in its capacity as trustee in bankruptcy of DB Media
Distribution Inc., DB Media Distibution (Canada),
CH LLC (Canada) and CH SUB LLC (Canada)

Court File No: CV l0-9023-00CL

Ontarìo
SUPERIOR COURT OF JUSTTCE

(COMMERCTAL LrST)

Proceeding commenced at TORONTO

ORDER

OSLER, HOSKIN & HARCOURT LLP
P.O. Box 50, First Canadian Place
Toronto, ON M5X IBB

Marc Wasserman (LSUC # 440066M)
(4r6) 862-4908
(416)862-6666 (fax)

Artem Miakichev (LSUC # 5 t366C)
(416)862-s673
(4t6\862-6666 (fax)
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Court File No. CVl0-9023-00CL

ONTARIO
SUPERIOR COURT OF .ruSTICE

COMMERCIAL LIST

IN THE MATTER OF THE BANKRUPTCY OF
DB MEDIA DISTRIBUTION INC., DB MEDIA DISTRIBUTION (CANADA),

cH LLC (CANADA) AND CH SUB LLC (CANADA)

ii o,

EMR FRIDAY. THE IO,I'I{

DAY OF DECEMBER,aOIOEL

ORDER

TI'llS MOTION, made by Alvarez & Marsal Canada Inc,, in its capacity as trustee

irr bankruptcy (the "Trustee") of the consolidated estates of DB Media Distribution Inc., DB

Media Distribution (Canada), Ct{ LLC (Canada) and CH SUB LLC (Canada) (collectively, "DB

Media Distribution") was heard this day a|330 University Avenue, Toronto. Ontario.

ON READÍNG the Notíce of Motion, the First Report of the Trustee dated

Decenrber 9,2010. and on hearing the submissions of counsel for the Trustee,

l. THIS COURT ORDERS that sewíce of the Notice of Motion and the Motion

Record herein upon any person is hereby dispensed with,,

THIS COUR'I DIRECTS the Trustee to conduct a spot audit of the inventory of

DB Media Distribution for the purpose of complying with section l6(3) of rhe Bankruptcy and

2

In.solvency lcf, R.S.C. 1985. c. B-3.

ENTERED AT / INSCFIT A TORONTO
ON / BOOK NO:
LE / DANS LE FIEGISTFE NO.:

DEt 10 2010
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IÀ¡ THE MATTER OF THE BA¡{KRUPCY OF DB MEDIA DISTRIBUTION TNC.,DB I}TEDIA DISTRIBUTION (CANADA),tH LtC (CAÑADÄ'IXõ CTT SUB LLC (CANADA)

Coun File No: CVl0-9023-00CL

Onta¡io
SUPERIOR COURT OF JUSTICE

(coruMERCrAL LrSÐ

Proceeding commenced at TORONTO

OR-DER

OSLER HOSKIN A HARCOURT LLP
P:O- Box 50, Firsr Canadian place
Toronro, ON M5X lBg

|f11 lv-lsserman (LSUC # Mo066M)
(416)8624908
(4t6) 862-6666 (fax)

Artem Miakichev (LSUC # 51366C)
(4t6) 862-5673
(416)862-6666 (fax)

Solicitors for Alvarez & Manal Canada lnc.
in is capacity as rrustee in bankiuprcy of DB Media
Distribuiion Inc., DB Media pistr¡Uution (ò-r¿"),
CH LLe (Canada) and CH SUB LLC tCÀ"ãa
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oITARtO
SUPERIOf, Cq'RT OF JUSNCE

lcoMMERCtArU$)

11{ THE MATTEß OF lHE BAT{IßUPÍCT OF
DB MEDTA DtSTRDUnOil titc,0¡ MEDTA DtslnßunoN lcåilA¡)Af,

cH ltc lcAf{ADAI Ar{D CH SUI rlc (crflADA)

FIRSI REPORT OF lHE TNUSTEE 11{ IA'{XßUPÍCT

titTßoDucnoil

t. On December9,2010, DB Medla Olstribution lnc, ("DB Mcdla'), DB Mcdla D¡str¡butlon (C¡nadal

("oB Medla canada"|, cH L[c (canada] ("cH") and cH sub Ltc (canadat (,cH sug") (colhctþev,

"DB Medla Distrlbution" or the rCompanles"| fllcd an assþnment lnto bankruptcy. Aþerez &

Mars¡l Canada lnc. ('A&M Canada")was appolnted as trustec ln bankruptcy (thG *Trustêc') of

each of DB Medie, DB Medi¡ Canlda, CH and Cll SUB pursuant to ccrtlflcates of appolntment

issued by thc Oflicc of the Superlntendent of Eankruptcy Canada on December g, ZO1O.

2- This report of the Trustee ls fllcd to provide thls Honourable Court wlth addiilonal tnformatlon

regarding the Comp¡nþs and to support the Tr$têe's motlon for an Order of thls Honourable

Court provlding for a procedural consolidatlon of the bankrupt cstates of DB Media, DB Medla

Canada, CH and CH SUB (thc "Proccdural Consolldatlon Ordefl) , and for a scparate O¡der, inter

ollo:

a. relieving the Trustee of any obllgatlon to scnd notlcc of thc bankruptcy and of the flrst

meet¡nt of credltors to such credltors of DB Medla Dlstrlbut¡on whose claims ln the

aggregate do not exc¿cd 5100 in the manner prescribed undcr section 102 of thc

Eankruptcy ond lnsolvency Áct, R,S.C. 1985, c. 8.3, a¡ amcndcd (the "!tA");



b. relieving th? Trustee of lts obligatlon to includc a full list of credltors ln thc mtlcc of the

bankruptry and of the flrst meet¡ng of credltors, whkh the Trustre will scnd to the
creditors w¡th the cl¡lms of St@ or rnore in the manner prcscribed in s¿ction 102 of the

BlA, and author¡z¡nB the Trustee to instead make a one-llne cntry for the customcrs ¡nd
employees and to dircct creditors to a webslte whlch wlll conteln a complete list of
credltors;

c. authorizlng the Trustee to Post a complete l¡st of cred¡ton of DB Medle Dlstrlbutlon,

lncludlng customer names with credit balanccs, on a dedicated webpage to be Jet up by

the Trustee on its wcbsltc;

d. ãuthorlzing the Trustee to redlrect 0B Media Distrtbutlon's book and DVD club websltas

to a website hosted by the Trustcc, whlch will provHe notlec of thc bnkruptcy of DB

Medla Distrlbutlon ¡nd provldc ¡ link to thc Trustec's webslte conta¡nlng the statutory

notlcc of the bankruptcy and documents for flling proofs of clalm;

e. relleving the Trustet of any responsibllity to perform any ðct or t¡kê ôny stcps ln rcspect

of its obllgations under subsectlons 102(1) and (2) of the BIA as such obllgaUons rclata

to the credltors noted in paragraph a, abovc, other than supplylng a form of proof of
clalm and prory to those creditors upon their request ofsame; and

f. rellcvlng the Truslce of any obllgation to tðke full physlcal count of the lnventory of DB

Media Dlstrlbutlon and, othenrise, of any responslblllty to pcrform any act or takc eny

steps ln r€spect of tts obltgaÙons under subsecüon 16(3) of the glÀ othcr than to

conduct a spot audtt of the lnventory,

3. ln preparing this report, the Trustee has relied upon unaudltcd flnanclal information, the books

and records of DB Mcdla Dlstrlbution, financlallnformation, and analyses preparcd by oB Medla

Distribution, and dlscusslons wlth managemcnt of DB Media Distribuilon and its parcnt

company, Dlrect Erands, lnc. (collectlvely, thc "lnform¡t¡on"). The Trustee has not audlted,

reviewed or otheru¡se attcmpted to verlfy the accuracy or completencss of thê lnformatlon,



and, accordlngly the Trustee expresies ño oplnion or other form of ássurance 0n tñc

Information contalncd ln thls report.

4. All references to monetary amounts ln this report are in Canadtan dollars unless othcrwisc

noted.

BACIGROUND

5. DB Medla C¡nada ls a gencral partnershlp reglstered undcr the laws of thc provlnce of Ontado

wlth general partnÊrs CH and CH SUB, belng two limited l¡sbil¡ty comp¡nlcs formcd undcr the

laws of thestaie of Delaw¡rc, U,S.A,

6. DB Medla ls a corporatlon or¡anlzcd urder the laws of thc Prov¡nce of ontario and is ¡ slster

corporation of cH.

7, DB Media Dlstr¡butlon ls a dhect-toronsumer dlstrlbutor of books and DVDs ln Can¡da through

Its various speclalty clubs. Prior to the date of bankruptcy, DB Medla Distrlbution sold muslc

' compact dlscs, casscttes and albums to club members, but dlscontlnued ttrls llne of lts buslne¡s

ln Decembcr 2008.

8. DB Medla D¡strlbutlon and lts predecessor companles have been ln buslncss ln Cenada relllng

DVDs and music products for owr flfty-f,vc ycers and books for ovcr sevcnty ycars. The

Companies have an actfve member base of 229,000 ¡nd 147,000 for the book snd DVD clubs,

respectlvely.

9. Customcfs of DB Medla Dlstrlbut¡on, who were memben of its speclalty clubs were able to

purchaæ books and DVDs by mall, telephone or on-llne. Customers were ¡lso abl! to rÊtum

books and DVDs to the CompanlÊs forcredit notcs. Cred¡ts were applied to thc customcrs'

accounts to be uscd agalnst future purchases, At the date ol bankruptcy of tht Comp¡nlej over

72,000 membcrs held unexplred crcdÍts rrnging in the amounts from lcss th¡n Sl to 52,500,



PROCEDURAT CONSOUDANOT OF PROCEEDIT{Gs

10' lhe value of the assets ¡n the bankrupt estates is insufflclent to satísfy clatms of the Companics,

creditors ln full and, to the e,ilent posible, the Trustee ls seeking to mlnlmtre the cost of
adminlstering the bankrupt estates.

11, ln lts efforts to reduce the expenses associated with the admlnlstntion of thê bankrupt estates,

the Trustce is seeking proccdunlconsolidatlon of the Companles' bankrupt cstetes to avold

performing, lnter ollo, the following separate act.ons ln respect of cach of the bankrupts:

a. convenlng and conductint mcetlngs of crcdltors and fnspectors;

b. maklng, fillng, advertising and dlstrlbutln¡ all filings and notices requlred under the BIA;

and

c. appolntlng scparate groups of lnspcctors.

12' As noted above DB Medla Canada ls a gcneral partnershlp urlth CH ¡nd CH SUB bctng its

pertners. The Trustee understands that all of the credltors of the partnershlp are the crcdltorc of
DB Medl¡ Canada and that there are no dlrect crrd¡tors of clthcr CH or CH sUB. Subsectlon

43(16) of the BIA provldes for posiblllty of consolldatlon of bankruptcy procccdlngs ata¡nst

different partners ln the same partnership. Whlle there is no a spcclflc provlston ln thc BIA

dealing w¡th procedural consolldatlon of other types of cstates, the courts have done this in the

past pursuant to thcir lnherent equltableJurlsdiction where there ls no pref udlæ to cred¡tors.

13. A procedural consolldatlon of thc bankrupt estates of the Companles wlll enable the Trustce to

admlnister the estetes as one and to take the actlons descrlbed ln the abovc paragraph only

once, slgnlficantly reduclng the costs of adminlstratton.

14. The procedural consolldatlon will not rcsult in prejudlce to the Companles'credlton. The

credltors wlll be asked to spccifo ln thelr proofs of claím a particular company or companles

agalnst which thelr claim wlll be fllcd,



15. Dircct Bnnds, lnc., onc of the largest credltois cif thc Companlcs, has consèntcd to thc -

procedural consolldatlon bclng sought by the Trustec.

NONCE OF IAiIKßUFÍCYAT{D F¡Rsf MEEnNG OFCRED¡TORS

16. At the date of the bankruptcy assignment, DB Medla Dlstributlon h¡d amounts owlnt to

unsecured credltors as follows:

Creditors DB Media
, $ Mlllþns

DB fvledla

Í of Crcdltors

- 
DB Mèdla
Canada

5 Milllon¡

" 
D8 Mèdl.
Can¿da

I of Credltors
Third party trade'
and employee
amounts

t'''.1 130 ' 'So.z ß

lnterconpany s7.6 I 9¿,0 1

Customèr crédlts sr3 I 49,181 So,s 23,190
Total su.2l 49,313 s5.2 23,231

17. The costs of maillng the notlcc of bankruptcy and flrst mcctlnt of cr?dltors to allof DB Medla

Distrlbutlon'¡ creditors would bc ln cxces of 5150,000 whlch ls unduly expcnslve glven the totrl

realizable assets of the est¡tes are estlmated to bc $1,7 mllllon, whlch are cornprlscd largely of

recelvables.

18. The asscts of the Companles are mostfy comprlsed of a large lnventory of book and DVÍX, as

well as cenaln accounts recelvable. As more partlcularly descrlbed below, there arc strlnSênt

llcenclng re$rlct¡ons in relatlon to the lnventory of books and DV0s, prêventlng the Trustcc

from reallzlng on such assets and leavlng the accounts receivable to be thê maln strcam of

revenue for thc tstates.

19. ln order to provlde adequate notlce of the bankruptcy and of the first mcctlng of credltors and

to administer the estôtes ln a cost effectlve manner, the Trustcc proPos.s to:

ð. stnd ð notice of the bankruptçy and of the tlrst mectlú of crudltors to all known thlrd

pafi credltors, cont¡ngent claimants and cmployees of the Companläs whose claims ¡r:

S1O0,OO or more, lt ls the Trustee's vl¿w that duc to a large number of credltors, lt



would be unduly exænshre and extremely volumlnous to lncludc a completc llst of

crcdltors wlth each such notke. The Trustee wlllbc secklng author¡ty from this

Honourable Court to lnstcad make a one-llne rntry for the customcrs and employccs on

the notlce and to dlrect crcdltors to a webslte whlch wlll contaln a completc llst of

creditors;

I

b. post ã complete l¡st of creditors of DB Mcdia Dlstrlbutlon, lncludlng curtomer n mrs

wlth cradit balanccs, on a dedlcated webpagc to be ltt up by the TrustÊe on lt¡ wcbsltc;

c. publish a notlce of the flrst meetlng of creditors ln'lhc Globe and Mall at least ffve l5l

days prlor to thê mcctlng of credlto¡s ln accordance with thc provlsions of thc 8lA;

d. tcdlrect the Companics' book and DVD club wcbslte¡ to a websltc hostcd by the

Trustee, whlch wlll provlde notlcc of the bankruptcy of the Comp¡nles and provlde a llnk

to thc Trustce's creditor webslte contalnlng th€ stôtutory notlce of the bankruptcy and

documents for lìllng proofs of claim; and

€. lf and as pract¡ci¡ble, contlnue to operatc the ComprnieC customer call ccntre untlla!

lÊest the concluslon of the f,rst meetlng of credltors, When customrrs call lnto the

centre, the staff wlll b€ lnstructcd to provlde them wlth lnformatlon on thc bankruptcy;

f, notify Canada Revcnue Agency and other requhed Sov.mmental rgenclcs of the

bankruptcy of thc Companlcs and of the fint mcetinS of credltors.

20. lf thc statutory notice of the bankruptcy and of the f¡ßt mret¡ng of creditors ls malled to

creditors wlth claims equal to or greater than $t00,00, then the vast maJorlty of ütkd party

trade crcdltors and approx¡mðtely 2,6(x) customers comprising an cstlmatcd 2491 of crcdlt

amounts would rccelve notlcG.

l]tvEitToßv couilT



21' As noted above, a largc portioñ tñg à33€ts of thê cÖmÞ¡ôte3 t3'coÌnpr¡scd oi books ¡nd DVDs.
There arc ¡pproxrmatery 465,000 DVDs and over l0o,oæ Health and Harmony rtcms, Thc
Trustec has been ¿dvlsed by the mana8emcnt of the companÞs th¡t that a fu[ count of thls
lnventory would take about 2 fulldays with about 10O employees coungnB, No shlpptng would
occur in thost two days. Ttr Trustee has not yet had a ch¡nce to get ¡n estlmðtc from ¡ thhd
party lnventory lirm,

,ì

22' Such assets are subject to the terms ofthe llcences between yarlous rccordrng

studios/publishen and thc Companys' parent, Direct Brands, Inc. (the "Head Ucences"). Such
llcences conta¡n exprcst rcstrlctlons in tefms of thc scope of permlttcd dlstrlbutlon and sale of
the liccnsed products' No¡¡lthstand¡ng thât theru ls no wrttten subllccnsc bcturcen Dhcct
Erands, lnc. and the companies, the Trustec,s coun¡el,s vlew ¡s th¡t thcre ls ¡n lmpllcd

subllcense and, thereforc, the companies would be rustrlcted from sclllng thc lnvcntory on the
basís as set out ln the Head Licences. Accordlngly, any dlstrtbutlon or sale outsldc of tln scopc
permitted under the Head Uccnccs would constltute a brcach of its tcrms, Glven thet the
Trustee cannot acqulre bettcr rights that a bankrupt, thc Trustee would not have thG rlght to
rcsell the lnventory outslde of thc scopr of the permltted dlstrlbution and sale terms contained
ln the Head Llcences.

23' Given the above, durlng the flrst meetlng of the lnspectors of thc Companles, estates, thê

Trustee cxpccts to reguest euthorlrat¡on from the lnspcctors to return the lnvcntory to Dlrect

Erands, lnc, ln exchange for the reduction of its debt, whlch is approximately Sr.l milllon ow¡ng

from DB Medla and 93 m¡ll¡on owing from DB Media C¿nada-

24. Given the masslve volume of lnventory unlts, the truster cxpects that taklng a physical count of
the lnventory wlllinvolve a substantlal cxpense.

25' The Trustee ls of a view that duc to thc nature of the lnventory and glven th¡t there will bc

llmíted reallzatlon from such lnventory, thc cost of taklng physlcal count of such lnwntory wlll

be unduly axpensive and not ln the best lnterests of the companles,estatcs ¡nd their

stakeholders.



26, Nonetheþs, the Trustee lntends to conduct a spot audit of such lnventory.

Rcconmrnd¡tlon

27. The Trustee respectfully requesB and recomrnends that the Procedural Consolldation Order bc

made by thls Honourable Court in the form attached to the within Noilcc of Motlon.

28. The Trustee also respectfully requests and recommends that e separate order bc mada by thls

Honourable Coutl, I nter ollø:

a' relieving the Trustee of any obllgation to s€nd notlce of the bankruptcy and of t}¡¡ f¡rst

mectlng of credltors to such credlton of DB Medla Dlstributlon whosc claims ln the

aggrtgate do not exceed SfOO ¡n the manner prescrlbed underscctlon 102 ofthc BIA;

b. relievlng thc Trustec of lts obllgation to lnclude e full llst of crcditors ln thc notlce of thc

bankruptcy ¡nd of the ffrst meet¡ry of crcd'ttors, whlch the Trustcc wlll send to the

credltors wlth the cl¡lms of 5100 or mo¡Ë ln the manner prescrlbed tn section 102 of thc

BlA, and authorlrlng the Truslec to lnstead make ¡ onc-llne Çntry for the customers and

employees and to dlrect creditors to a webslte whlch willcontaln a complcte llst of

credltors;

c. authorlzing the Trustee to post a complctc llst of credlton of DB Medle D¡stributlon,

lncludlng customer names wlth crcdlt belðnccs, on a dedkated webpagc to bc set up by

the Trustca on lts wcbslte;

d. euthoriz¡ng the Trustcc to redirect DB Medla Dlstrlbut¡on't book ¡nd DVD club websites

to a website hosted by thc Trusteg which will provldc notlcc of the bankruptry of DB

Medla Dlstrlbutlon end provide e link to lhe Trustee's web¡lte containln3 the st¡tutory

notlcc of the bankruptcy and documents for fillry proof¡ of claim;

e, rellevlng th! Trustee of any rcsponslbllity to perform any act or take any steps ln rcspcct

of its obllgatlons under subscctions 102(1) and (2lof the Bl¡ as sucÅ oUlgatíons rehte



Allof

to thc crediton notcd ln paragraph a. above, other than supplyln¡ a form of proof of
clalm ¡nd proxy to those crcdltors upon thelr request of srme; and

f. rellevlrq the Trustea of any obllgatlon to take full physlcal count of thr lnvrntory of DB

Mcdia Distributlon and, othendse, of any responslblllg to pcrform eny act or tekc ¡ny

stcps ln respect of lts obllgtlons under subsectlon t6(3) of thc BtA, othÊr th¡n to

conduct . spot aud¡t of th? lnvtntory.

submltted,

M¡¡:d Crn d¡ lnc. ln lts capaclty
as trustcc in banlruptcy of DB Mcd¡a
Distributlon lnc., DB Medf¡ Dlstr¡buüon
(Canada), CH Lt C (Canadaland
CH SUB ttC (Canada| and not tn
Its pcnonal or corporatr capaclty
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Distr¡ct of Ontario
Division No. 09 - Toronto
Court No. cV10-9023-00C1

Esta te N os. 3 1-4566 1 1, 3t-4566L4, 3 1-45 66 16, 3 t- 4566L7

IN THE MATTER OFTHE BANKRUPTCY OF

DB MEDTA D|STRTBUTTON lNC, DB MEDIADISTR¡BUTION (GANADA),

cH rlc (GANADA) AND CH SUB ttc íCÁNADAI
OF THE CITY OF SCARBOROUGH,IN THE PROV¡NCE OF ONTARIO

SECOND REPORT OF THE TRUSTEE IN BANKRUPTCY

Decernber 23,2OlO

INTRODUCfION

1. On December 9, 2010, DB Medla Distrlbutlon lnc, ("DB Media"), DB Medla Distrlbutlon (Canada)

("DB Media Canada"), CH LLC (Canada) ("CH") and CH Sub ttC (Canada) ("CH Sub") (collectively,

the "Companies") each filed asslgnments In bankruptcy pursuant to Sectlon 49 of the

Bankruptcy and tnsolvency Acl (the "BlA"), Alvarez & Marsal Canada lnc. {"4&M Canada") was

appointed as trustee in bankruptcy (the "Trustee") of each of DB Media, DB Medla Canada, CH

and CH Sub pursuant to certifícates of appointment íssued by the Offlce of the Superintendent

of Bankruptcy Canada on December 9,20L0, subJect to afflrmation by the creditors at the First

Meeting of Creditors.

BACKGROUND

Z. DB Media Canada ls a general partnershlp (the "Partnership") registered under the laws of the

Province of Ontario with general partners CH and CH Sub, beíng two limited llabllity companies

formed under the laws of the State of Delaware, U'S-A-

3. DB Media is a corporatlon organlzed under the Conadlan Eusrness Corporotions Act and ls a

s¡ster corporatlon of CH.

4. The Companíes were,direct-to-consumer distributors of books and DVDs in Canada through its

various speclalty book and DVD clubs.
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5. The Companies and their predecessors have been ín business in Canada selling fìlm and music

products for over fifty-five years and books for over seventy years. The Companies have an

active member base of 229,OOO and 147,000 for the book and DVD clubs, respectively,

6. The companies operated from their headquarters at a leased warehouse facility located at 5900

Flnch Avenue East, Scarborough, Ontario (the "Premises").

7. DB Media employed 1.01 employees on a full-t¡me basls. The workforce ls not unlonlzed.

8. Based on lnformatlon available to the Trustee, the bankruptcy assignments were made in

response to poor economic cond¡tlons which negatively impacted the operatlons and

profltab¡llty of the Companies.

FINANCIAL INFORMATION

9. Summarized fìnancial Ínformation for DB Media, DB Media Canada, CH and CH Sub extracted

from the Companies' financlal statements for the fiscal years (i) August 12,2008 to December

31, 20O8; (li) January 1, 2009 to December 37, 20O9; and (ill) January 1, 2010 to November 30,

207O are attached as Appendlx A.

10. Among other things, the financial statements lndicate that DB Media lncurred operating losses

of approximately S2.0 mílllon and St.g mtlllon for the fiscal year ended December 31, 2009 and

for a post-acquisition stub perlod (August 12th to December 3lr) in 2008, respectivety. Further,

according to DB Media's internal financial records'for the 11 months ended November 30, 2010,

it incurred losses of approxlmately S1.0 million.

11. The financial statements of DB Media Canada indlcate that DB Media Canada had operating

profits of approximately $2.5 míllion and $3.0 millíon for flscal 2009 and the 2008 stub period,

respectively. However, for the 11 month perlod ended November 30,20L0, the ínternal flnancial

statements indicate a loss of approxlmately s1.5 million.
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CONSERVATORY AND PROTECTIVE MEASURES

1.2. On December 9, 2010, the Trustee attended the Premises to take possession of the assets

located at the Premlses and to secure the books and records of the Companles. On the same

date, the Trustee arranged for the locks to be changed at the Prem¡ses, lnformed the secur¡ty

company of the bankruptcy and had representatives of the Trustee added to the atarm code

listing. ln addition, remote computer access and employees' pass cards to the Premises were

disabled.

COURT ORDERS

13. On December tO,2OL0, the Trustee obtained an Order of the Ontarlo Superior Court of Justlce

(Commerclal List) (the "Court") allowing for the procedural consolldation of the bankrupt

estates of DB Media, DB Media Canada, CH and CH Sub. This Order allows the Trustee to reduce

the cost of administration of the bankrupt entitles by avolding performing separate actions such

as:

a. Convening and conducting meetings of creditors and lnspectors;

b. Maklng, flllng advertising and dlstributing all fllings and notices required under the BtA; and

c. Appolntlngseparate groupsof lnspectors.

14. Further,theTrusteeobtalnedtwootherseparateOrdersoftheCourtonDecemberlQ2010:

a. Relleving the Trustee of any oblþation to send notice of the bankruptcy and of the fìrst

meeting of creditors to such creditors of the Companies whose clalms ín the aggregate do

not exceed $100;

b. Relieving the Trustee of its obligatlon to ¡nclude a full llst of creditors in the notlce of the

bankruptcy and of the first meetlng of creditors and authorlzíng the Trustee to lnstead make

a one-line entry for customers and employees, respectively, and to direct creditors to a

website which will contaln a complete list of creditors;

c. Directing the Trustee to post a complete list of creditors of the Companies, Ìncludlng

customer names, on a dedicated webpage to be set up by the Trustee on its webslte;

d. Directing the Trustee to redirect the Companies' book and OVD club websites to a website

hosted by the Trustee whlch provides notice of the þankruptcies of the Companies and
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provldes a l¡nk to the Trustee's website containing the statuton/ notice of the bankruptcles

and documents for filing proofs of claim; and

Directing the Trustee to conduct a spot audit of the inventory of the Companíes for the

purpose of complying with section 16(3) of the BlA.

These orders wíll allow the Trustee to reduce the cost of admln¡stration of the estates. This ls

ímportant because the net reallzable values of the assets (based on the Companles' books and

records) are expected to be significantly less than the amount of the clalms of the unsecured

creditors and the number of prospective claims (ln excess of 7?,pOO\ and units of lnventory

(approximately 479,OO0 items) would have required a signífícant expense to administer ln

accordance with the provislons of the glA wlthout such Orders.

GENERAT ADMINISTRATION

15. On December 9,ãOLO, the Trustee held a meetlng with the employees of DB Media to inform

them of the Compan¡es' bankruptcies and notifo them of the termination of their employment

as a result of the DB Media bankruptcy. The Trustee has assisted the employees with the

administration of severance and termínation claims and ¡he Wage Eørner Protectíon Progrom

("WEPP"). ln additlon, the Trustee is working with DB Media's payroll service provlder, ADP, to

have the former employees' records of employment prepared ln a tlmely manner.

L6. Wlth the assistance of the Companies' management, the Trustee has identified certaln call

centre, operations and flnance employees needed to assist the Trustee with the wind down of

the estate. Given their experience and the large volume of customers and accounts, the Trustee

has determined that it would be more efficlent and effectÍve to have these former employees

perform the required customer seruice and operatlons duties during the wind down process.

These employees returned to work shortly after the date of bankruptcy.

17. Ihe Trustee re-opened the call centre on December 13, ?07O to help facilitate the collection of

outstanding accounts receivable on a timely basis and to respond to customer queries,

18. On December 2t,aOLO, the Trustee funded payroll of approxlmately 558,000 to ADP.
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STATUTORY NONCES AND INVENTORY COUNT

19, On December 13, 2010, the Trustee, wlth the assistance of DB Media's staff, sent, by regular

mail, over 2,800 notices of bankruptcy and the flrst meetlng of créditors, along with a creditors'

list form of a proof of claim, proxy and completlon lnstructions to the Companies' credltors who

are owed S1OO or more. The affidavit of malling and the list of creditors wíll be tabled at the first

meeting of creditors and are available upon request.

20. The Trustee placed the notíce of bankruptcy and first meet¡ng of creditors ln the December 15,

2O10 edition of The Globe and Mall,

21.. The Trustee has set up a webslte for the Companies' creditors ät

www.alvarezandmarsal.comlDBMD whlch lncludes the statutory notÍce of bankruptcy and proof

of clalm documents. ln addltion, the Trustee has redirected customers accesslng the Companies'

main book and DVD sites to a website hosted by the Trustee at

www,alvarezandmarsal.çom/DBMedia. This website provides notlce of the bankruptcy and

provides a link to the Trustee's creditors' website.

22. ln accordance with the Order made on December 70,2070, the Trustee performed a spot audlt

of the Companies' inventory during the week of December 13, 2010. No signiflcant variances

were found between the spot audit of the inventory counted and the Companies' books and

records.

ASSETS OFTHE EANKRUPT

23. Based on the Prelimlnary Statement of Affairs, the Companies' primary assets and their

est¡mated gross realizable values as at the date of the bankruptcy assitnment are as follows:

DB Media

24. Accounts receivable of approximately S1.2 milllon, whlch is comprlsed primarily of amounts due

from DB Medla's customers.
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25. lnventory of approxímately 525,000, which is comprised primarily of book.

26. Machlnery and equlpment of approx¡mately 510,000. The machinery and equlpment is fully

depreciated on DB Media's books and records.

DB Media Canada

27, Trade accounts recelvable of approxlmately $SOO,OOq which is comprised primarily of amounts

due from DB Media Canada's customers. ln addltion, DB Media Canada has an lntracompany

receivable from DB Medla of approxlmate¡y 56,3 mllllon,

27. lnventory with a net book value of approximatety $1.0 milllon, which is comprised primarily of

DVDs. As reported by the Trustee ln its First Report dated December 10, 2010 (the "Trustee's

First Report") and as more partlcularly described below, there are stringent licensing restr¡ctlons

in relation to the inventory of DVDs, l¡m¡t¡ng the Trustee's ability to realize on such inventory.

Reallzatlon of Assets

Cosh

28. DB Media and DB Media Canada had operating accounts at the Bank of Nova Scotla ("BNS") as

at December 9, 2OL0. The Trustee has notified BNS of the bankruptcy and ensured that the

accounts can contlnue to receive customer account payments through financlal instltutlon

transfers and through the Companies' credit card processlng províder, Chase Paymentech.

Cheques recelved at the Companies' Premlses are being deposited directly lnto the Trustee's

account. As of December 22, 2010, the balances ln the BNS accounts are approximately

SgTS,ooo for DB Media and 555,000 for DB Media Canada. The Trustee has been in extensive

discussions with BNS to facilitate the ability to transfer funds to the Compan¡es' estates while

malnta¡n¡ng the BNS accounts ln order to receive the customer payments made through

flnancial institutions transfers or by credlt card.
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lnvent_oty

29. The Companles' lnventory consists primarlly of books and DVDs.

3o. Substantlally all of the DVD inventory that is owned by DB Media Canada ls subject to the terms

of llcences (the "Head licences"] between various recording stud¡os/publ¡shers and the

companies' parent, Direct Erands, lnc. ("DBl"). osler, Hoskin & Harcourt LLp ("osler,,), as

independent counsel to the Trustee, has revlewed a significant number of the Head Llcences

and determined that such Head Licences contain express restrlctions ln terms of the scope of
permitted d¡stributíon and sale of licenced products.

31' while there is no written sublicence between DBI and the Companies, Osle/s vlew is that there

are strong arguments that there ls an lmplled sublicence which restricted the Companles from

selling'the inventory on a basis that is inconsistent with the terms of the Head Llcence.

Accordingly, any dlstrlbution or sale of the ¡nventory outside of the scope permltted under the

Head licences could be interpreted to constltute a breach of its terms.

32, Given the argument that the Companies did not have the r¡ght to resell the inventory outslde of

the scope of the permitted d¡stribution and sale terms contalned in the Head licences, anysuch

sale may expose the Trustee to llablllty for a breach of the Head Lfcences and the implled

subllcences. DBI has also indicated to the Trustee that, g¡ven that the sale of inventory outslde

of the scope of the Head licences gives rfghts to the lícensor to termlnate the Head Llcences,

DBI will seek injunctive relief from the Court preventing such sale and wíll make a clalm for any

damages it may suffer. As a result, the Trustee intends to raise this issue with the lnspectors and

seek instructíons from the lnspectors with respect to the dlsposition of such inventory.

33. DB Medla has a line of buslness called "Health & Harmony", which includes books, DVDs, and

health and wellness items such as jewelry candles , cosmet¡cs, etc., that are not subject to the

Head Licences discussed above. The Trustee is in the process of determlnlng how to best realize

on this inventory in a commercially reasonable manner and intends to díscuss options with the

lnspectors.

LEGÁL-l:2008Eo,tU 2
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34, Given the licensing restrictlons ln relation to most of the inventory of DVDs that prevent the

Trustee from realfzing on these assets, the Companies'accounts receivable are expected to be

the prlmary source ofproceeds for the estates,

35. As lndicated above, the Trustee ls currently operatlnt the call centre to assist the Companies'

customers to resolve account lssues and pay outstandlng balances owlng by such customers to

the Companles. ln addition, the Trustee intends to issue updated account statements to the

Companles' customers durlng the last week in December, 2010. Collections of accounts

receívable that have been received in the form of cheque, cash or tax refund as of December 22,

2010, were approximately 5255,000 in respect of DB Medla and 5104,000 ¡n respect of DB

Media Canada.

Furniture and Eauipment

36. The Trustee has requested asset valuations from two third party appralsers each of whom

conducted a walk-through of the Premíses during the week of December 13,zOtO. The Trustee

is in the process of revíewing the reports they have provided, which inctudes an appraisal of

non-llcenced lnventory and lntends to dlscuss the results of those reports and alternatives

relatlng to such assets w¡th the lnspectors.

,qth,9I,4ssetr,

37. DB Media and DB Media Canada have an actlve member base of approximately 229,000 and

147,Ooo members, respect¡vely. The Trustee is in the process of identifying potentlal part¡es

who may be interested in purchaslng the Companles'customer lists.

38. Prlor to the bankruptry, DB Media Canada entered into foreign exchange contracts for US

dollars. The Trustee is in the process of having the funds in the amount of approximately

5225,000, held in these foreign exchange accounts, transferred to its trust account.

LeG^L-l:200tt04E.2



39. The Trustee intends to conduct a review to determine if there are any potential recoveries from

tax refund filings initlated by the Companies or from tax losses accumulated prlor to the

bankruptcy of the Companles.

SECURITY INTERESÍS

¿10. A search conducted on December t4,ZOIO pursuant to the Personøl property Securtty Act

(ontar¡o) ("PPSA") agalnst each of the CompanÍes showed onty one ppSA reglstration agalnst DB

Media ln favour of Dell Flnancial Services Canada Limlted ("Dell") for computer equlpment,

whlch ls subject to an equipment lease agreement between Dell and DB Media.

41. Apart from securfty ln favour of Dell indicated above, lt appears that the Companles do not have

any other secured creditors.

PROOFS OF CI.AIM

42' As of December 22,20!0, the claims filed wlth the Trustee can be summarized as follows:

: Name of Estate , $ claims Filed lr
DB Media S+.ogz mitlion 68

DB Media canádá 
: 5s.or¡ millíon

I
6

43. Based on the proofs of clalm received to date, w¡th a few minor exceptions, there do not appear

to be any substantial changes from the prelimínary llsts of creditors.

44' DBI Is one of the largest creditors of the Companles, Based on the proofs of claim filed, DBI ls

owed approximately S1.3 m¡lllon by DB Medla and approxtmately S3.5 miltion by DB Medla

Canada.

45. The Trustee understands that all of the creditors of the Partnership are the credltors of DB

Medía Canada and that there are no direct creditors (or assets, other than thelr partnership

interests) ofelther ofthe partners, CH or CH Sub.

tEO^L_¡:2008304t z



Employee Claims

46. The Trustee is in the process of carrying out a claims process pursuant to the Woge Earner

Protectlon Program Act (wEppA") ln respect of the companies, former employees.

47. The Trustee has been provlding the companies' former employees with the estlmated amount

of their claimg if any, for outstandÍng severance and/or termlnatlon pay based on the

Companles' records.

48. The Trustee was advlsed, and subsequently confirmed, that pr¡or to filing the bankruptcy

assignment DB Medla pald employee wages and vacatlon pay ln full.

Retirement Plans

49. DB Medla is the sponsor and administrator of the Employee Retlrement plan of Doubleday

Canada Llmlted (the "DB Media Plan") and DB Media Canada ls the sponsor and admlnlstrator of
the Retlrement Plan for Employees of The Columbia House Company (Canada) (the ,,DB Media

Canada Plan") (collectively referred to as the "ßetirement Plans"), The Retlrement plans are

defined benefit plans. The DB Media Plan and the DB Media Canada plan have wind-up

deficiencies of approximately S1.5 million and S1.7 million, respectlvel% based on the most

recent actuarlal valuations. There are 110 members of the DB Media Plan and 167 members of

the DB Media Canada Plan.

50' The Trustee will not be administer¡ng the Retlrement Plans nor taklng any other steps in

connectíon wíth them. On December 7O, 2OtO, the Trustee notified the Financial Servlces

Commission of ontario ("FscO") of the Companies' bankruptcles and its positfon regardlng the

Retirement Plans. The Trustee has been advised that FSCO has appointed

PricewaterhouseCoopers as the statutory adminlstrator for the Retlrement plans.

LBCA.L l:200EE04E.2



tEGAt PROCEEDTNGS, PREFERENCES, TRANSFERS AT UNDER VALUE

51' The Trustee has not inÍtiated any legal proceedlngs to date. The Trustee ls in the proces of

conducting its review of potential preference payments and transfers at undervalue pursuant to

the BIA and the provincial ontarlo preference legislatlon and shall report on lts findlngs upon

the completion of its review.

ANTICIPATED REATIZATION AND PROJECÍED DISTRIBUTION

52' As discussed above, the Trustee ¡s of the vlew that the most significant asset of the Companles is

their accounts recelvable. Given the nature of the Companies' accounts receivable - a very large

number of small dollar amount accounts - lt ls uncerta¡n at th¡s t¡me what the recovery of these

accounts receivable wíll be, Accordingly, the Trustee ls not able to determlne at thls tlme the

amount of funds, if any, that may be avallable for distributlon to unsecured credltors of the

Companies.

53. Given that the estates have been procedurally consolidated and there are significant common

costs and shared seruices between the estates, the Trustee will be seeking lnput from the

lnspectors on a fair and reasonable allocation of costs between the estates.

DEPOSIT AND FEE GUARANTEE

54. Alvarez & MarsalCanada ULC recelved a deposit of $75,000 from DB Mddia Canada as a retaíner

to be applied against its fees and expenses ín connection with work undertaken prior to lts

appointment as Trustee. As these funds constitute an asset of the estatg the Trustee has made

arrangements to have such funds deposited in the Trustee's DB Medla Canada estate bank

account.

55. DBI has provided the Trustee with a guarantee of the Trustee's fees and expenses incurred or to

be incurred in connection with the administration of the Companies, estates.

I.EOAL_l:2008804t 2



DATED at Toronto, Ontarlo, the 23rd day of December, 2010,

Alvarez and Marcal Canada lnc. ln its capac¡ty
ss trustee ln bankruptcy of DB Media
Dlstrlbutlon lnc., DB Media Distr¡bution (Canada),

CH ttC (Canada) and CH Sub tLC (Canada) and not tn
Its personalor capaclty

Vlce-Presldent

;

LEC,IL-l:20ø8041.2



Appendlx A

30-Nov-10 31-Dec-09 31.Dêc.oB-- DB Medlr Dístrtbutlon tnc,

Summarhed Balance Sheet

Cash

Net Accounts Recelvable
Prepaid expenses and other assets

.? lnventory

Bank lndebtedness
Account$ payable and accrued liabilities- Due to afflliated companles
Penslon llablltty
Capltal stock

519,469

1,393.620

45,712

22,6s0

3,467,t73
7,l7t,lso

930,840

665,790

993,989

631,333

51,394

49,819

12 - Dec

.!

2,L02,972

70,952

196.147

2,796,323

5,108,390

885,800

665,790

z,ss6,6gs

6,772,077

974,70:0

665,790

Total

3flNov-10 3t-Dec-09 3t-Dec-08
,D,Ð M,Fdia P!ttdb".u!l9t lnc, . . . . ", "(p 

llollh:l f 1? m_o*!llh¡l. ,. ;"llus 1*2 . p€,F 3IL
!

summar¡red Statement of Operatlons

Net sales 1L,2ts,407 79,452,192 70,446,452
Cost of

Operatlng expenses 5,901,999 10,560,982 6,970,229

Gain on sale of capital assets

lnterest and other income, net 1610,000) 367 23,4L4

Loss

_ Deflcll beglnnlng of pertod
loss for the perlod
Other ltems retðlned

end of

l.9,262,7271

l99t,37sl
17,0g6,232l
11,974,795,

(5;293,9951

(1,752,2361



Appendlx A

3(}'Nov-10 31-Dec-09 31-Dec.08*oB
Dlcuibutlon

Summarlzed Balance Sheet

Cash

Net Accounts ff ecelvable
Prepaid expenses and other assets
lnventory

Assets

Bank lndebtedness
Accounts payable and accrued llabllttles-' Due to afflllated companles
Penslon ltabilîty
Capital stock

-- Deflclt

10,997

253,074

89,526

28,981

8,62L,125

.2,725,808)

|'47,7231

300,132
1,040.858

141,513

33,644

9,462,230
(3,980,667'

31,000

: Dec

4,84L,790

I,877,924
325,059

374,145

L2,4LL,382

L,Íl4.3,925

(s4000)

Total lla and

3$Nov-10 31-Dec-09 31-Dec-08

Summarlzed Statement of Operot¡ons

Net sales

- Operatlng expenses

5,729,9s7 13,620359

4,t26,202 6,Ly,976

r0,566,052

e845,896

6aln on sale of capltal assets

lnterest and other lncome, net /'286,273t (2,546,l {593,543)

" Def¡cit, beg¡nntng of pertod
lncome/(loss) for the perlod

(3,956,3701

(x,475,s34,
16,244,832) 19,265,1911



Appendlx A

CH

Summarl¡ed Balence Sheet

Cash

hvestment ¡n CHC Canada partnershlp
lnvestment ln CH Sub t[C

lncome taxes payable

Contributed surplus- CH operaÙng tLC contrlbuilon
APIC

Purchase adJustment
- Refurn of equlty

ßetained

summrr¡ued Ststement of Operat¡ons

Earnlngs from lnvestment ln CHC - Canada partnership

Operatlngs costs and expenses

Other operafl ng expense/(lncome)

- lncome tax expense/(beneflt)

3l.Dèc.0!¡

0

t7,372,027

t7,gg4

1,070,953

39,702,630

682060
2X2,21't

126,523,532,

31-fr6c-{r9

2,453,465

3l'Drc.08

0
14,918,561

11,894

t87,705

39,702,630

68¿060
272,21t

(26,s2t,532'

31.Dec-{¡8

2,951,545

t2

758

ct{
t2

8&3,248 x;062,556

l.



Appendlx A

Sub ttC

Summarlzed Balance Sñeet

Cash

lnvestment ln CHC Canada partnershlp

- Totàl Assets

lncome taxes payable

Contrlbuted surplus- CH operatlng LLC contr¡buflon
APIC

Purchase adJustment
- Return ofegulty

. 
Summarl¡qd Statoment of Op€ratlons

Earnlngs from investment ln CHC - Canada partnershlp

'- Operat¡ngs cost$ and expenses

Other operaÙng expense/(lncome)

- lncome tax expense/(benefh)

Net

31-Dec-o9

L75,043

682

9,314

40.2,213

6,940
2,t44

(264,422'

3l-Dec-08

12-

150,261

393

402,2t3
6,94O

2,144

126/.,4221

31-Dec-09

24,782

8,922

31-Dec-08

- o€c

2g,gl4

10,733
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ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

THE HONOURABLE TUESDAY, THE 23rd DAy

oF ocToBER,2012

TTER OT TUN BANKRUPTCY OF'
NC., DB MEDIA DISTRIBUTION (CANADA),

(CANADA) AND CH SUB LLC (CANADA)

)
)
)MR. ruSTICE ÞATTTLLO

,NB MEDIA

ORDER

THIS MOTION, made by Alvarcz& Marsal Canada Inc. (.,A&M Canada,) in
its capacity as Trustee in bankruptcy of each of DB Media Distribution Inc. (,.D8 Media,), DB
Media Distribution (canada) ("DB Media Distribution'), cH LLC (canada) and cH sub LLC
(canada)' for relief contemplated in the Third Report of the Trusree dated octob er 16, 2012
(together with all exhibits attached thereto, the "Third Report') and such further and other relief
as counsel may advise and the court deems just, was hea¡d this day at330 university Avenue,
Toronto, Ontario.

oN REN)ING the Notice of Motion dated octob er 17,2012. the Third Report,
and on hearing the submissions of counsel for the Trustee, no one else appearing although served
as evidenced by the Affidavit of Andrea Lockhart s\ryorn october 17,z0lz, filed;

1' THIS COURT ORDERS that time for service of the Notice of Motion and
Motion Record dated october 77, 2012 is hereby abridged so that the motion is properly
retumable today and hereby dispenses with further service the¡eof.

2' THrs couRT ORDERS that the Direct Brands senlement and the Mutual
Release (each as defined and described in the Third Report) be and are hereby approved and that



-2-

the Trustee is authorized and directed to take such steps and execute such documents as may be
necessary or desirable to give effect to the Direct Brands Settlement, including without limitation
the Mutual Release.

:yl[ËF ùr /;N*sûRtr À ÌeRoNrÖ
ON / BOOK NO.
[E / DANS LË ÂECIISTf{E NO.:

M
OcT 2 3 2012



IN THE MATTER OF THE BANKRUPTCY OF DB MEDIA DISTRIBUTION NC.,DB MEDrA DTSTRIBUTION (CANADA), CH LLC (CANADA) Ä.NDCH SUB LLC (CANADA)

Court File No. CV- I 0-9023-00CL
Estate File Nos. 3 I-45661 !, 3t-456614,

3t-456616,31_456617

ARJO
SUPERIOR COURT OF JUSTICE

(CoMMERCTAL LrST)

Proceeding commenced at TORONTO

ORDER

OSLER, HOSKIN & HARCOURT LLP
P.O. Box 50, First Canadian place
Toronto, ON M5X lBg

Y1*S.Wasserman (LSUC # 44066M)
Tel: (416) 8624908
Fax: (416) 862-6666

¡,n.dr9a M. Lockhart (LSUC #SS444K)
Tel: (416) 862-6829
Fax: (416) 862-6666

Solicitors for Alvarez & Marsal Canada
Inc, in its capacity as Trustee of DB
Media Distribution Inc,, DB Media
Distribution (Canada), CH LLC (Canada)
and CH Sub LLC (Canada) and not in its
personal capacity



IN THE MATTER OF THE B^A.NKRUPTCY OF'DB MEDIA DISTRIBU"flON INC.,DB MEDIA DTSTRTBUTION (cAt{ADA), CH LLC (CANADA).{ND
cH suB LLC (CANADA)

tc,{ aa f ra ,

ff: Hffi ) Þ-þo
r-¡.ùn"&iJa""J Ê þbel
T*^*¿ ¿r"* tu ùþ-^"tt .r:* Å il Ë^.nb'r fu*ù

fieg""å {o,,r cø,r¡d4ä,f+" ffi _ ,*, l*t_ç, e"$t"*"d,t
' t' lT. c.o,.¡*nòQ.Q. , ¿ o^^f øai åå.fu H"t tl..- ,ÈAt*"".^"i vr+"" Ld
¡ur*r elÈ I vr ¡rrans-"ob{ o^Àð oho*td ûù Itfn"od ,''ûfù^ l- f,* n¿=*J ,î;

etrh,im* f*FSrffiähE*k"
il"å_ïffht ll ¡'nuìtov{*}ru éÊftu *lqå"¿t'r ts

Court File No. CV-
Estate Fiie Nos. 3 1-4566t1, 3L456614,

3t-456616,31-456617

ARIO
SUPERIOR COURT OF JUSTTCE

(coMMERCraL LrsT)

Proceeding commenced at TORONTO

MOTION RECOR-D
@eturnable October 23, Z0lZ)

OSLER, HOSKIN &
P.O. Box 50,
Toronto, ON

Marc S.
Tel: (416)
Fat<: (416)

Andrea M.
Tel: (416) 862-6829
Fax: (416) 862-6666

Solicitors for Alvarez & Marsal Canada
Inc. in its capacity as Trustee of DB
Media Diskibution tnc., DB Media
Disïibution (Canada), CH LLC (Canada)
and CH Sub LLC (Canada) and not in its 

'
personal capacityJo

{
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Estare Fir e No s. 3 t - 4 s 6 6 t, ,1 :ä äit il-f ü; i 
oi,' !1ffi\

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCTAL LIST)

THE HONOURABLE

MR. JUSTICE PATTILLO

WEDNESDAY, THE 3lst DAy

OF OCTOBER,^O|T

)
)
)

,:i 
J

.. IN THE MATTER OF THE BANKRUPTCY OF
DB MEDIA?I9TSBUTION INC., DB MEDIA USTNTNUTION (CANADA),.. cH LLC (CANADA) A¡{D CH SUB LLC (CANADA) -"

ORDER

THIS MOTION, made by Alvarez & Marsal Canada Inc. (,,4&M Canada,,) in
its capacity as Trustee in bankruptcy of each of DB Media Distribution Inc. (,,D8 Media,,), DB
Media Distribution (canada) ("DB Media Distribution'), cH LLC (canada) and cH sub LLC
(Canada), for relief contemplated in the Third Report of the Trustee dated octob er 16, 201?
(together with all exhibits attached thereto, the "Third Report") and such further and other relief
as counsel may advise and the Court deems just, was heard this day at 330 university Avenue,
Toronto, Ontario.

ON READING the Notice of Motion dated ocrob er 23,2012, the Third Report,
and on hearing the submissions of counsel for the Trustee, no one else appearing although served
as evidenced by the Affidavit of Andrea Lockhart sworn october 23,2012 and the Affidavit
Andrea Yandreski sworn October 30,20lZ,filed;

l' THIS COURT ORDERS that time for service of the Notice of Motion and
Motion Record dated october 23, 2012 is hereby abridged so that the motion is properly
retumable today and hereby dispenses with fi.uther service thereof.

2' THIS COURT ORDERS that the Trustee's Final Statement of Receipts and
Disbursements set out in Exhibit "H" to the Thi¡d Report, the Final cost Allocation (as defined



a

in the Third Report) and the Dividend Sheet set out in Exhibit "I" to the Third Report be and are

hereby approved.

3' THIS COURT ORDERS that the proof of claims process as described in the
Third Report be and is hereby approved.

4' THIS COURT oRDERs that the Trustee is authorized and directed to distribute
$1,502,785.92 to creditors of DB Media and $1,143,g44.g2 to creditors of DB Media Canada
(inclusive of the distribution from DB Media to DB Media Canada on account of the
intracompany balance owing as of the date of bankruptcy), in each case in accordance with such
creditors' priority pursuant to the Banlcruptcy and Insolvency Act, R.S.C. 19g5, c. B-3, as

amended, and the orders of the court made in these proceedings.

5. THIS COURT ORDERS that all steps taken by and activities of the Trustee and
all amounts distributed by the Trustee are hereby approved and that A&M Canada shall have no
further liability in respect thereof.

6' THIS COURT ORDERS that the Third Report be and is hereby accepred and
approved and the activities of the Trustee as described in the Third Report be and are hereby
.approved.

7' TIIIS COURT ORDERS that the Trustee's fees and disbursements (excluding
HsT) for the period from December 9, 2010 to and including September 15,20l2in the amount
of $92I'482.26 and the fees and disbursements (excluding HST) of its counsel, Osler, Hoskin &
Harcourt LLP, for the period from December 9,2070 to and including September 15,z¡l2in the
amount of 8165,122.94 as detailed in the Third Report be and are hereby approved and taxed at
9921,482-26 and $ I 65, l22.g4,respectively.

8' THIS COURT ORDERS that the estimate of Final Fecs and Disbursements (as

defined in the Third Report) to conclude the bankrupt estates be and is hereby approved and
taxed in an arnount not to exceed $13,500 (excluding HST).

ENîËBËD ¡\T,, iNSCBtT Ä TORONTO
ON / BOOK NO:
LE / DANS LE NEGISTRE NO.:

ñfl

ln
i'

OcT 3 12012



IN THE MATTER OF'THE BANKRUPTCY OF DB MEDIA DISTRIBUTION INC.,
DB MEDIA DISTRIBUTION (CANADA), CH LLC (CANADA) AND
CH SUB LLC (CANADA)

Court File No. CV-10-9023-00CL
Estate File Nos. 3l-45661,1, 3l -456674,

3I-4566t6,3t-456617

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

Proceeding commenced at TORONTO

ORDER

OSLER, HOSKIN & HARCOURT LLP
P.O. Box 50, First Canadian Place
Toronto, ON M5X lB8

Marc S.'Wasserman (LSUC # 44066M)
Tel: (416) 8624908
Fax: (416) 862-6666

Andrea M. Lockhart (LSUC #55444K)
Tel: (416) 862-6829
Fax: (416) 862-6666

Solicitors for Alvarez & Marsal Canada
Inc. in its capacity as Trustee of DB
Media Distribution Inc,, DB Media
Distribution (Canada), CH LLC (Canada)
and CH Sub LLC (Canada) and not in its
personal capacity
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Court File No. CV10-9023-00CL
Estate File Nos. 3 l -4566 1 l' 3l-456614, 3 l-4566 16, 3l- 456617

ONTARIO
STIPERIOR COTIRT OF JUSTICE

(CoMMERCTAL LrST)

IN TIIE MATTER OF TTIE BAIYKRUPTCY OF
DB MEDIA DISTRIBUTION INC., DB MEDIA DISTRTBUTION (CANN)A),

cH LLC (CANADA) AI\D CII SIIB LLC (CANADA)

.THIRD 
REPORT OF TIIE TRUSTEE IN BA¡IKRTIPTCY
ALVAREZ & MARSAL CANADA INC.

October 16,2012

INTRODUCTION

1. On December 9, 2010, DB Media Disribution Inc. ("DB Media'), DB Media Distibution

(Canada) ("DB Media Canada"), CH LLC (Canada) ("CH") and CH Sub LLC (Canada) ("CH

SUB') (collectively, "DB Media Distribution" or the "Companies") filed assignments in

bankruptcy- Alvarez & Marsal Canada Inc. ("4&M Canada') was appointed as trustee in

bankruptcy (the "Trustee") of each of DB Media, DB Media Canada, CH and CH SUB pursuant

to certificates of appointrnent issued by the Office ofthe Superintendent of Bankruptcy Canada

on December 9, 2010.

2. On December 10, 2010, this Honourable Court granted orders authorizing the Trustee to

administerthe bankrupt estates of DB Media, DB Media Canada, CH and CH SUB on a

consolidated basis for the purpose of carrying out its administrative duties and responsibilities as

Trustee under the Banlvuptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the "BIA")

(the "Procedural Consolídation Orders"). The Procedural Consolidation Orders allowed the

Tn¡stee to reduce the cost of administration ofthe bankrupt entities by avoiding performing

separate actions such as:

i. Convening and conducting meetings of creditors and inspectors;

ii. Making, filing, advertising and distributing all filings and notices required under the BIA;

and

iii. Appointing separate groups of inspectors.

L



The Procedural consolidation orders are attached hereto as Exh¡bít "4"'

3. In addition to the Procedural consolidation orders, this Honourable court granted two other

separate orders on December 10,2010 (collectively, the "I)ecember 10h orders"):

Relievíng the Trustee of any obligation to send notice of the bankruptcy and of the first

meeting of creditors to such creditors of the Companies whose claims in the aggregate do

not exceed $100;

Relieving the Trustee of its obligation to include a full list of creditors in the notice of the

bankruptcy and of the first meeting of creditors and authorizing the Trustee to instead

make a oneJine entry for the customers and employees and to direct creditors to a

website established by the Trustee (www.alvarezandmarsal'com/DBMD) (website was

subsequently moved to www.amcanadadocs.com/DBMD) which contains a complete list

ofcreditors;

¡ii, Directing the Trustee to post a complete list of creditors of the companies, including

customer names' to a dedicated webpage on the website set up by the Trustee;

iv. Directing the Trustee to redirect the companies' book and DVD club websites to a

website hosted by the Trustee, which provides notice of the bankruptcies of the

companies and contains the statutory notice of the bankruptcies and documents for filing

proofs of claim; and

v., Directing the Trustee to conduct a spot audit of the inventory of the Companies for the

purPose of complying with s' 16(3) of the BIA'

Copies of the December 10h Orders are attached hereto as Exhibit "B"'

The first report of the Trustee dated Decemb er 9,2010 (the "First Report") was filed in support

of the Trustee,s motion forthe Procedural Consolidation Orders and the December 10b O¡ders' A

copy ofthe First Report is attached hereto as Exhibit "C''

l
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5. The second report ofthe Trustee dated December23,2010 (the "second Report") was prepared

for and presented at the First Meeting of creditors held on December 23,2010' A copy of the

Second Report is attached hereto as Erhibit'Ð"'

PT]RPOSE OFTHIS THIRD REPORT

6. This third report of the Trustee in these proceedings (the "Third Report") has been filed to

provide an update to this Honourable Court with respect to:

i. The Trustee,s activities in DB Media Disüibution's bankruptcy proceedings since the

date ofbankruPtcY;

ii. The Trustee,s receipts and disbursements from the date of bankruptcy; and to provide this

Ho-nourable Court with additional information to support the Trustee's motion for orders

regarding the following:

(a) Approving a proposed settlement agreement between the Trustee and Direct Brands, Inc'

(*DBI,) regarding potential transfers at undervalue and other matters (the "Direct

Brands Settlement");

(b) Approving the Trustee's final statement of receþs and disbursements and the allocation

of certain receipts and disbursements between DB Media and DB Media canada;

(o) Approving the proof of claim process and dividend sheet;

(d) Authorizing and directing the Trustee to distribute $1,501,876'82 to DB Media's

creditors and $1,176,791.41 (inclusive ofthe distribution from DB Media on account of

the inhacompany balance owing at the date of bankruptcy) to DB Media Canada's

creditors;

(e) Declaring that all steps taken by and activities of the Trustee and all amounts distributed

by the Trustee are hereby approved, and the A&M Canada shall have no frrrther liabilþ

in resPect thereof;

(f) Approving the activities of the Trustee from the date of bankruptcy to the date of this

Third RePort;

(g) Approving the fees and disbursements of the Trustee and its legal counsel, Osler, Hoskin

& Harcourt I t.p (..Osler") from the date of bankruptcy to the date ofthe Trustee's

discharge, as set out in the afüdavits of Douglas R. Mclntosh sworn October 11,2072

(the ..Mclntosh Aflidavif') and Marc S. Vy'asserman sworn October 16,2072 (the

,.Wassermân Aflidavit") and authorizing the Trustee to pay its outstanding fees and

disbursements and those of its counsel (tlre "Final Fees"); and

(h)Providingotherreliefrelatedandancillarytotheforegoing.
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DISCLAIMER

In preparing this Third Report, the Trustee has relied upon the Companies' books and records'

unaudited financial information and statements prepared by the Companies, as well as

information supplied by former management of DB Media Distribution and its parent company'

DBI, former employees and advisors to the Companies (collectively, the'Information")' The

Trustee has not audited, reviewed or otherwise attempted to veriff the accuracy or completeness

ofthe Information provided to it, and, accordingly the Tn¡stee exprÊsses no opinion or other form

of assurance on the Information contaíned in this Third Report. specifically, the Trustee's

procedures and enquiries are not intended to, did not and do not constitute an audit or review

engagement in any form. A&M Canada assumes no responsibility or liability for loss or damage

occasioned by any Person or party as a result ofthe circulation, publication, re-production or use

ofthis Third Report. Any use which any person or party' otherthan this Court, makes ofthis

Third Report or any reliance upon or decision made based upon it is the sole responsibility of

such Person or PalY.

8. All references to monetary amounts in this Third Report are in Canadian dollars unless otherwise

noted.

BACKGROTII\ID

9. DB Media Canada is a general partnership registered under the laws of the Province of Ontario

with general partners CH and CH SUB, being two limited liability companies formed under the

laws of the State of Delaware, U.S.A.

10. DB Media is a corporation organized under the laws of the hovinoe of Ontario and is a sister

corporation of CH.

l l. DB Media was a direct-to-consumer distributor of books and DB Media Canada was a direct-to-

consumer distributor of DVDs in Canada through their various specialty clubs. Prior to the date

of bankruptcy, DB Media Canada also sold music compact discs, cassettes and albums to club

members, but discontinued this line of business in 2008'

12. DB Media Canada and DB Media and their predecessors had been in business in Canada selling

entertainment products for over fiffy-five years, and books for over seventy years, respectively'

At the date of banknrptcy, DB Media and DB Media canada had active member bases of

7
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approximately 229,000 and 147,000 for the book and DVD clubs, respectively' The Companies

operated from a warehouse and office premises located at 5900 Finch Avenue East, Scarborough,

ontario which was leased by DB Media canada. DB Media canada subleased part of the

premises to two third-party entities.

13. Customers who were members of these speoialty clubs were able to purchase books and DVDs by

mail, telephone or on-line. Customers were also able to return books and DVDs to the Companies

for credit notes. Credits were applied to the customers' accounts to be used against future

purchases. At the date of bankruptry of the Companies, over 72,000 members held unexpired

credits ranging in the amounts from less than $l to $2,500'

14. At the date of bankruptcy, DB Media employed approximately 100 full-time, non-unionized

hourly warehouse and salaried office staff. The staff performed duties for both DB Media and DB

Media Canada and the costs were allocated between the two entities through an intracompany

account.

15. DB Media Distribution did not have any secured debt at the date of bankruptcy.

16. Summarized financial information for the Companies prior to the bankruptcy was provided in the

Second Report.

TRUSTEE'S ACTTVITIES TO DATE

17. The main activities of the Trustee for the period December 9,2070 to September 15,2012 can be

summarized in the following categories:

i. Taking possession of the assets and initial activities;

ii. Administration of the wind-down of the estates;

iii. Liquidation of the assets of the estates;

iv. Vacating the leased Premises;

v. Review ofpotential preferences and potential transfers at undervalue;

vi. Administering the proof of claims process; and

vii. Reportingandcommunications.

5



i Tahlng Possessíon of the Assels and Inîdal Activitles

18. The Trustee undertook the following primary activities:

r Attended at DB Media Distribution's offrce at 5900 Finch Avenue East in Scarborough,

oN on December g,zllo(the "Ilate of Bankruptcy"); attended an initial meeting with

the former general manager, controller and operations manager regarding the banlauptcy

assigrrment;advisedtheformeremployeesofthebankruptcyassignmentsand

discontinuation of the Companies' operations;

¡ secured the leased premises and assets; obtained back-up ofelecfonic records;

oMailedthenoticeofbankruptcyandfrrstmeetingofcreditorstoknowncreditors,Canada

Revenue Agency and other govemmental agencies; coordinated the publioation of a

noticeregardingsameinTt:øGtobe&MaìI(NationalEdition);

o Developed and maintained a website for creditors to access information about the

bankruptcy proceedings as well as the proof of claim form and insfructions regarding

sam€;

o Prepared and posted a complete list ofcreditors ofthe bankrupt estates based on the

Companies, books and records, including former customers with credit balances, on the

Trustee's website;

o Redirected the companies' book and DVD club websites to the Trustee's website;

o Developed a wind-down plan with DB Media Distribution's former senior management

team and identified keY resources;

o Developed a cash flow forecast and determined liquidity requirements forthe wind-down

Period;

eDevelopedamediashateg¡landrespondedtopressenquiries;

oArrangedforbankaccountstobeopenedinthenameoftheTrustee;

¡ obtained insurance coverage from its broker for the period the Trustee was occupying the

leased Premises;

r Retained Osler as legal counsel to the Trustee;

e Performed a spot audit of inventory pursuant to the inventory order; and

. performed various other activities ne€essary to preserve the assets of the bankrupt estates'
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ìl Adminßtration olthe Wind'down of the Estøles

19. The Trustee performed the following primary activities:

o Oversaw the continued operation of DB Media Distribution's customer call centre (with a

reduced level of staff) as a vehicle to inform customers of the bankruptcy and to collect

outstanding accounts receivable;

¡ Managed a wind-down team of former employees; coordinated the preparation and

paYment of PaYroll for same;

o Processed records of employment and WEPP information for over 100 employees;

o Had various discussions with and prepared correspondence to DB Media's former

employees regarding the status of completion of the 2010 T4s, the WEPP prog¡am' and

other employment and/or estate issues;

o Oversaw the preparation and issuance of the 2010 and 201I T4s for DB Media's former

employees, including the preparatíon of a schedule of source information required by DB

Media,s and DB Media Canada's actuaries for the calculation of the pension adjustment

for the T4s;

o Had various discussions with Desjardins Financial Security ("Desiardins") regarding DB

Media,s benefits plans, post-employment benefits for the retirees and the un¡estricted

deposit account held at Desjardins;

¡ Prepared for and attended at the fnst meeting of creditors on December 23'2070;

r prepared correspondence and had discussions with pre'and post'bankruptcy creditors of

DB Media Distibution regarding the filing of proofs of claims and/or payments on

account, the closing of DB Media Distribution's accounts related to same, and the status

of the bankruPtcY Proceedings;

. prepared and maintained a schedule of receipts and disbursements for the estates;

processed cheques for post-bankruptcy creditors;

o Reviewed mail received by DB Media Distribution;

o Prepared HST returns and provincial tax retums as required; followed up with canada

Revenue AgencY regarding same;

o Oversaw the preparation of DB Media Distribution's financial statements as at the Date

ofBankruPtoY;

¡ Reviewed pre-bankruptcy tax retums; prepared tax retums for the stub period to

December 3 I , 2010 as required for the four entities, including an incorporated entity and

parFrershiP;
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. Oversaw the preparation of pre-bankruptcy NR4 and T5 forms; and

. Prepared government filings for WSIB, EHT and QST as required'

iíL LíquídatÎon of the Assets of the Eslales

20. The Trustee performed the following primary activities:

o oversaw the collection of outstanding accounts receivable from customers, including

processingofpaymentsfromcustomersbycheque,bankFansferandcreditcard;held

numerous discussions with individual customers regarding their outstanding accounts;

engaged a collection agency to assist with collections;

o Recovered funds held in foreign exchange accounts with MF Global Canada Co' and a

dePosit account with Desjardins;

. Arranged for the tansfer of funds in the companies' bank accounts at the Date of

Bankruptcy to the Trustee's bank accounts; had numerous discussions with the

companies' bank regarding the administration of the post-bankruptcy collection of

customer payments made by direct deposit into the Companies' pre-bankruptcy bank

accounts and issues related to potential customer charge backs; negotiated arrangements

for the fansfer of same to the Trustee's bank accounts;

o Arranged forthe collection and transfer of credit card payments made by customers after

the bankruptcy to the companies' the third party processing agencl chase Paymentech'

to the Trustee's bank accounts;

o Negotiated with the landlord of the leased premises for the transfer of DB Media

Distribution'son.sitefixedassetsinlieuofJanuary'sleasepayment;

o Determined (with counsel) the extent of book and DVD inventory that were not subject to

license agreements, and thag accordingly, could be ¡ealizedon by the Trustee; met with

potential purchasers for the sale of nonJicensed inventory; negotiated a number of

separate purchase and sale agreements;

o Negotiated a settlement with the ontario Ministry of Finance regarding a provincial sales

taxrecovery claim;

r Negotiated the sale of information technology related assets to athird party;

I Negotiated the sale and disposal of miscellaneous assets for scrap value; and

r Realized on remaining assets, including additional receipts from miscellaneous asset

sales,proceedsfromthepre-bankruptcyrentalofDBMediaDistribution'scustomerlists,

and various dePosits'
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íu Vacating lhe Leased Premìses

21. The Trustee performed the following primary activities:

r oversaw the necessary destuction of DVDs and books held in inventory that the

Trustee,s counsel determined were subject to restrictive license agreements and could not

be sold; negotiated the reimbursement of Trustee fees and payroll costs related to the

inventory destruction from DBI;

o Oversaw records retention, including various discussions with kon Mountain regarding

the destruction of information technology storage media and records held as at the Date

of BankruPtcY;

o Had various discussions and correspondence with canada Post regarding the re-direction

of DB Media Distribution's mail and related issues regardingmail delivery;

o oversaw the return of third party owned assets to canada Post and Quebecor;

o Finalized the issues related to vacating the premises, inoluding termination of the

Trustee,s insurance coverage, transition of security, maintenance, office cleaning and

\ryaste removal accounts to the property manager and other issues;

¡ Oversaw clean-up of warehouse and the orderly transition of the leased premises to the

ProPertY manager' and

roversawthedisposalofcustomerrecordsonaconfidentialbasis.

v.ReviewofPoknríalPreferencesøndPotentíolTrønslercøtUndemalue

22- Aspart of its administration, the Trustee reviewed the companies' transactions prior to the Date

of Bankruptcy for potential preferences and transfers at undervalue pursuant to s' 95 and 96 of the

BIA.

23. Based on its review, the Trustee did not find any evidence of a preference being given in favour

of one creditor over another creditor for either arm's length or non-am's length creditors' Further

information on the Trustee's review of potential transfers at undervalue is provided later in this

rePort.

vL AdmÍnísteríng the Proof of Claim Process

24. TheTrustee performed the following key activities:

¡ Mailed the notice of bankruptcy and first meeting of creditors to over 2'800 creditors;

eReviewedproofsofclaimreceivedandpreparedascheduleforsame;
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o

Held various discussions with DB Media's former employees regarding their proofs of

claim and the calculation of their severance and termination entitlements; discussions

with the Ontario Ministry of Labour regarding same;

prepared correspondence to and had discussions with certain DB Media retirees

regarding post-employment health, dental and insurance benefits and proofs of claim for

same;

Held ongoing discussions with PricewaterhouseCoopers ("PwC"), the administrator

appointed by the Financial Services Commission of Ontario ("FSCO") concerning DB

Media Dishibution's defined benefrt pension plans, including information requirements,

the status oftheir claims, and potential dividends from the companies;

Held various discussions with the Canadian Musical Roproduction Rights Agency

(*CMRRA") regarding cMRRA's claim and supporting documentation for same;

Held numerous discussions with creditors regarding the status of their claims;

Reviewed proofs of claim with the inspectors; and

Considered whether substantive consolidation ofthe four estates was applicable in the

a

o

a

a

circumstances.

víL Reporllng and Communlcalíons

25. TheTrustee performed the following primary activities:

o prepared the First Report in support of the Procedural Consolidation Orders and

December l0ü Orders;

¡ prepared the Second Report summarizing the Trustee's preliminary administration;

presented same to creditors at the First Meeting of Creditors on Decembet 23,2010;

. prepared for and conducted five meetings of DB Media Distribution's inspectors, and

conducted numerous calls and meetings with Mr. Lewis Lau, as an independent Inspector

concerning potential transfers at undervalue;

o Numerous discussions with DBI and its counsel regarding estate issues;

o Established communications with creditors and other interested parties through a special

website at www.alvarezandmarsal.com/DBMD (later changed to

www.amcanadadocs.com/DBMD) and through individual responses to telephone and

email inquiries. copies of the Trustee's Reports, orde¡s made by this Honourable court

and other relevant documents in the DB Media Distribution proceedings are posted on the

Trustee's website;
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Had various discussions with the ofüoe ofthe superintendent of Bankruptcy regarding

estate issues; and

Prepared correspondence to govemment agencies including Statistics Canada and Service

Canada regarding their information requests'

SIGI\IIFICA¡IT ESTATE ISSUES

26. TheTrustee encountered numerous exüaordinary issues and complexities throughout the course

of the bankruptcy proceedings. These matters added sigrrifîcant time and requirements to the

proceedings, as described below'

State olBooks ønd Records of the Estates

21. TheCompanies' accounting and other records as well as their information technology systems

werepoorlymaintainedandincomptete.Thiswasasigrrificantimpedimenttotheadministration

of many asp€cts ofthe estate, and ultimately resulted in rnaterial additional time and costs being

incurred.

28. Available financial and accounting records were unreliable:

i. Financial statement information was inconsistent (particularly accounts receivable and

inventorybalancesandrelatedreserves)andhadnotbeenproperlymaintained;

ii. Financial information from prior years had not been retained or \vas not readily

accessible;

iii. Bank reconciliations had not been completed;

iv. Detailed records supporting intracompany and intercompany tansactions had not been

maintained; operational records did not match accounting records (i'e, inventory);

v.Supportingdocumentationforcertainassetbalanceswaseithernotavailableor

inaccurate (e.g. MF Global canada co. account balances, Desjardins deposit account'

outstanding rent payments from subtenants' etc'); and

vi.Certainroyaltiespayablehadnotbeenreconciledandpaid.

29. As a result of the companies' inadequate information technolory systems' the Trustee

experienced increased costs with obtaining information and winding down the systems:

i.ThelTequipmentwasoldandtheinfrastructurewasnotstreamlined;

ii. The Companies' financial records and customer files were stored on several servers and

the volume of information was significant; in order for the Trustee to continue collecting
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accounts receivable and to be able to access oertain financial information to carry out its

statutory duties after vacating the premises, the financial records and customer account

information had to be transferred onto equipment that could be used independentþ of the

Companies,existinglTinfrastructure;developingasolutiontothisissuewastime

consuming and requíred the services of an lT consultant;

iii. There was a large volume of used computer hardware that had been mothballed but not

decommissioned properly (i.e. scrubbed of confidential information) that the Trustee had

to address; and

iv. The companies' information technolory systems were partially integrated with the

subtenant's systems, requiring the development of a plan to wind-down the companies'

systemswithoutdisruptingtheon.goingoperationsofthesubtenants.

30. Further, individual customer account information had not been kept current' making it very

difücult to manage collection of outstanding receivables, primarily given that there were over

35,000 outstanding customer accounts to deal with' Records l\¡ere also not maintained regarding

the status of thousands of individual accounts previously tumed over to collection agencies'

31. Payroll records were incomplete and inaccurate and celtain information needed to issue T4 slips

had not been PrePared-

32. Corporate records had not been properly managed' The companies retained accounting' human

resources, operations and other records in their warehouse dating from the mid-1990's to the Date

ofBankruptcy. The records, primarily stored in filing cabinets and bankers' boxes' had not been

indexed. As a resulÇ and given the gaps in readily available financial information' the Trustee

was required to review the contents of approximately 2,000 boxes of records' ultimately

disposingofoverl,000andcataloguingg40boxesthatneededtoberetained.Inaddition'the

Trustee reviewed several skid loads of electronic stofage devices which werc ultimately disposed

ofbasedontheconfidentialcustomerinformationstoredwithin.

33. Post-employment benefits and entitlements data was not maintained, which made it more diflicult

toproperlyadjudicateproofsofclaimssubmittedbytheCompanies'retirees'
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Nature of the Compønîes'Accounls Receívable

34- As indicated, due to the nature of the book club and DVD club businesses, the companies had an

extraordinarily high number of individual customer accounts receivable balances (approximately

35,000), but with a very low average value (approximately $30'00)' Along with the deficiencies

with the companies' books and records, this made the cost of oversight and adminisbation of

collections exceedingly high. It was essential that a call cenffe be maintained in order to respond

to hundreds of customer inquiries that were received, in order to facilitate payment' Given the

high cost associated with collections, the ongoing cost/benefit of maintaining the call centre was

frequently reviewed by the Trustee in consultation with the Inspectors in order to ensure that the

call centre was not maintained beyond an optimal point'

Large Number of Inventory llníts and Restrlclíons on Sale

35. As at the Date of Bankruptcy, DB Media canada had approximately 448,000 DVDs in inventory'

Further, an additional 15,000 pieces of other inventory units owned by the companies were also

located atthe Finch Avenue East premises. The inventory needed to be identified, sorted and

disposed of, includíng the destructíon of approximately 460,000 DVDs and books that the Trustee

was unable to ¡ealize upon due to süict licensing restrictions.

36. The Trustee,s counsel reviewed the Head Licence Agreements between various recording studios

or publishers and DBI and determined that on the basis of restrictions contained in their

agreements that it could not fecommend to the Trustee or the lnspectors that the Trustee attempt

to sell related DVD and book inventory. Further, DBI required such inventory to be destroyed in

order to comply with its obligations; however, the Trustee did not consider it appropriate for the

cost of desfuction to be borne by the estates- Accordingly, the Inspectors instructed the Trustee

to enter into an agfeement with DBI whereby:

i. DBI would be responsible for the fees, expenses and costs associated with the destmction

and removal of the licenced inventory;

ii. DBI would agree to reduce their intercompany claims (being Bookspan's claim in the DB

Media estate and DBI',s claim in the DB Media canada estate) in an amount equivalent to

the book value of the licensed inventory; and

iii. The Trustee would not purse the distribution and sale of the licenced inventory'

37. DBI reimbursed the estates approximately $27,000 and $25,000 for payroll costs and Trustee

fees, respectively, related to the DVD and book destruction. DBI and Bookspan reduced their
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intercompany ctaims by $884,443 and$27,876 for DB Media canada and DB Media'

respectively, to reflect the book value of ttre licenced inventory that was destroyed'

fnvesl¡gûtíon of Pre-bankruptcy Matters

3g. At the fnst meeting of creditors held on December 23,2010, several allegations were made by

creditors concerning the conduct ofthe companies' pre-bankruptcy' including that:

i. Cash was transferred from DB Media Distribution to its parent comPany in 2008 in

excess of the intercompany balances owing for book and DVD inventory;

ii. Approximately 550,000 units of DVD inventory were desfroyed during the week

immediately priorto the Date of Bankruptcy;

iii. There was a change in the transfer pricing between Bookspan and DB Media, resulting

in Bookspan overcharging DB Media forbook inventory in 2009 and 2010;

iv. Several skids of computerhardware and related items were disposed of on December 8,

2010 (the day prior to the Date of Bankruptcy);

v. The Companies sent $2.5 mitlion to the parent company of DBt in January 2010 which

was not related to any intercompany balances owing; and

vi. Customer retums of books and DVDs were not processed during tho period October 2009

to January 2010.

39. The Trustee conducted a thorough investigation of each of the matters raised. While a number of

these concems ultimately proved to be unsubstantiated, the Trustee pursued two of the matters

further based on the evidence available: (i) the desûuction of certain DVD inventory immediately

prior to the Date of Bankruptcy; and (ii) certain non-arm's length tansactions as potential

transfers at undervalue.

i P¡e-bank¡uptcy Destructlon of DB Medìa Canada Invenlory

40. As requested by the creditors of the estates at the First Meeting of Creditors, tle Trustee

conducted an investigation of an allegation that DVD inventory had been desüoyed immediately

prior to the Date of BankruPtcY.

41. Based on discussions with former management and a review of DB Media Distribution's records,

the Trustee determined that 553,330 units of DVD inventory with a book value of approximately

$634,000 had been deshoyed during the week prior to the Date of Bankruptcy with no

notification to the Trustee'
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42. In explaining this action, former management of the Companies and management of DBI

indicated that:

i, In the normal coun¡e of business, certain DVD titles would be disposed of, provided that

DB Media Canada, among other things: (i) no longer had the rights to sell the titles; (ii)

held excess stock based on the current level of sales; and/or (iii) determined the titles

were no longer selling due to the length of time since their release date (collectively, the

"Obsolete DVD Inventory');

ii; obsolete DVD Inventory had to be destoyed as there was no right of return of the

inventory to the recording studios or publishers and restrictions in the licence agr€ements

(the "Head Licences') between various publishers or recording studios and DBI

prohibited sates to third parties; and

¡ii. Former employees had been compiling the list of Obsolete DVD lnventory for several

months prior to the date it was destroyed; that is, the destuction ofthe Obsolete DVD

Inventory had been planned over time and for some time, consistent with past practices.

43. While it may indeed have been an event undertaken on past occasions by the Companies in the

ordinary course, the destruction of the Obsolete DVD lnventory took place immediately before

the Date of Bankruptcy and involved approximately 42% of total dollar value of DVD inventory

on hand at the time. Whíle the Trustee 's counsel ultimately ascertained that the Trustee had no

ability to realize on the DVD inventory (including the obsolete DVD inventory) in uny event due

to strict licensing restrictions, the Trustee's position had not been determined at the time that the

inventory was destroYed.

îi Investigotíon olPotential Transfers øl UndemøIue

44. As part of its adminisbation of the Companies, the Trustee reviewed transactions entered into by

the Companies.

45. Although plagued by inadequate accounting reçords, the Trustee conducted athorough review of

payment to creditors covering the 3 month period prior to the Date of Bankruptcy and the 12

month period priorto lhe Date of Bankruptcy for related partíes. Based on its review, the Trustee

did not find any preference payments.
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46. However, the Trustee did identif, (through a series of intercompany transactions) sigrrificant cash

fansfers from the Companies in July and August 2008 that were in excess of the recorded

intercompany balances owed to related companies (the "2008 Transfers")' The 2008 Transfers

took place immediately before the sale of the shares of the Companies' ultimate parent company'

Direct Group North American Inc., ("DGNA,'which later changed its name to DBI) to JMCK

Corp. on August 11,2008. The related parties who were the recipients of the 2008 Transfers

remain in place and continue to be actíve operating entities carrying on business in the United

States-

47. Based on the Companies' accounting records, the 2008 Transfers exceeded the intercompany

amounts due at the time with the net result that approximately US$2.7 million was effectively

transferred by DB Media to Bookspan and DGNA, and US$6.8 million was effectively

fiansferred by DB Media Canada to DGNA, in excess of the respective intercompany accounts.

At the time, DGNA and Bookspan were wholly owned subsidiaries of Bertelsmann, Inc-

48. DGNA transferred US$2.0 million back to DB Media Canada on August I l, 2008 in exchange

for a promissory note, adding US$2.0 million in liabilities to DB Media Canada's balance sheet.

Acoordingly, the net cash transfers made by the Canadian entities were approximately US$2.7

million from DB Media and approximately US$4.8 million from DB Media Canada for a total of

US$7.5 million.

49. The Trustee reviewed the 2008 Transfers as potential transfers at undervalue ("ITIVs").

According to s. 96 of the BIA, a TUV is a disposition of property for which no consideration is

received by the debtor or for which the consideration received is conspicuously less than the fair

market value of the consideration given by the debtor. For parties not at arm's length, the look

back period is five years prior to the date of bankruptcy if the debtor was insolvent at the time of

the transfer or rendered insolvent by the transfer.

50. One of the two estate inspectors was an employee ofthe Companies' ultimate parent company

(DBI), and, as such, was determined to have a conflict of interest with respect to this matter'

Accordingly, the Trustee consulted with and sought instructions only from the second Inspector

of the estate, Mr. Lewis Lau, the independent Inspector with respect to the TUV investigation (the

"Independent InsPector").
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51. The Trustee conducted numerous telephone calls and in-person meetings with the Independent

Inspector during the course ofthe investigation to: (i) update the Independent Inspector as to the

Trustee,s findings and status of the process; and (ii) seek instructions from the Independent

Inspector on an on-going basis.

52. With the concurrence of the Independent Inspectoç the Trustee spent a significant amount of time

investigating the TUVs and, in particular, the solvency issue, since the Trustee had concluded that

the parties involved in the tansaction were not at arm's length. Considerable dialogue took place

duríng the investigation between the Trustee and representatives of DBI and its counsel in an

attempt to address certain alleged deficiencies in the books and records of the Companies, and to

provide an opportunþ for DBI to respond to the findings of the Trustee. DBI retained a financial

advisor to provide assistance with such matters. The issues were complex and considerable time

was taken to ensure that all relevant information to the issue at hand was available for

consideration.

53. After considering the Trustee's findings and DBI's submissions, the Independent Inspector, based

on a number of considerations, insüucted the Trustee to attemPt to negotiate a seftlement with

DBI in order to avoid a costly and drawn out litigation process.

54. After protracted discussions over several months, the companies' ultimatç parent company, DBI,

proposed a settlement of CAD$200,000 cash, the withdrawal of its claims against the Companies

totaling approximately US$3.9 million and mutual releases in a form to be negotiated as an

alternative solution to litigation. Further, DBI agreed to reimburse a further CAD$22,000 to the

estate in respect ofjoint third party services that had been paid by DB Media Canada pre-

bankruptcy. In aggregate, the value of the settlement of such matters with DBI to the estates (the

"I)irect Brands Settlement") was as follows:'

Cash
Claims withdrawn by DBI and its affiliatesr

gnz,ûaÐ

lp.,F¡*û.ú;
$ä4ð.0f,,

I lncreased value of estate available to non-DBI creditors

55. Further, as set out in paragraph 36, DBI had previously agreed to reduce its outstanding claims

against DB Media and DB Media Canadaby the book value of the licensed inventory that had
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been destroyed after the Date of Bankruptcy, being $2'7,876 and $884,443 for DB Media and DB

Med ia Canada, respectively.

56. After careful consideration, the Independent Inspector instructed the Trustee to accept the Direct

Brands Settlement,

57. With the concurrence of the Independent Inspector, the Trustee subsequently ¡eviewed the

settlement terms and TIJV review process with representatives of PwC, who as administrator of

both the DB Media and DB Media Canada defined benefit pension plans represent the largest

third-party creditors in both estates. The administrator has informed the Trustee that they are

satisfied with the TUV review process undertaken by the Trustee and Independent Inspector and

are supportive of the proposed Direct Brands Settlement.

58. As a condition to the Direct Brands Settlement, DBI has indicated that they require a mutual

release substantially in the form attached hereto as "Exhibit "E" (the "Mutual Release'). The

key terms of the Mutual Release are as follows:

i. The Trustee, on behalf of the Companies, releases DBI and all related or affiliated

companies, including their respective directors, officers, servants, agenls, employees,

successors and assigns from any and all claims arising out of or in connection with their

affiliation as a direct or indirect parent oompany and subsidiary ('Claims");

ii. DBI, on its own behalf and on behalf of all related or afFrliated companies, inoluding their

respective directors, officers, servants, agents, employees, successors and assigns (the

"DBI Releasons") release the Trustee, the Companies and all related or affiliated

companies, including their respective directors, officers, servants, agents, ernployees,

successors and assigns from any and all Claims; and

iii. The DBI Releasors agree to withdraw all proofs of claim filed against the Companies and

agree not to file any further proofs of claim against any of the Companies.

59. The Trustee suppo¡ts the view of the Independent Inspector that the Direct Brands Settlement is,

on balance, in the best interest of the Companies' creditors and recommends that this Honourable

Court approve the settlement. In addition, the Trustee is of the view that the Mutual Release is

necessary to the successful implementation of the Direct Brands Settlement. Accordingly, the

Trustee requests that this Honourable Couft authorize and direct the Trustee to execute the

Mutual Release with such minor amendments as the Trustee may deem necessary or appropriate.
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TAXATION OF FEES

60. The fees and disbursements of the Trustee and its legal counsel are summarized in the following

affidavits:

The Mclntosh Afüdavit, which details fees and disbursements of the Trustee for the

period December 9, 2010 to Septembe r 15,20:r2in the total amount of $960,450.95. A

copy of the Mclntosh Aflidavit with Appendices is attached hereto as Exhibit "F"; and

The Wasserman Afüdavit, which details the fees and disbursements of the Trustee's legal

counselfortheperiodDecember 
g,20l0toseptembetl5,20l2inthetotalamountof

$188,441.E4. A copy of the wasserman AfTidavit with Appendices is attached hereto as

Exhibit 3rG".

61. An interim draw for the Trustee and its legal counsel's fees for the period December 9, 2010 to

January 3l,zIll1val¡ approved by the lnspectors at the Third Meeting of Inspectors on February

16, 201l. The Trustee and its legal counsel's fees and out-of-pocket disbursements (excluding

HST) for this period were s619,507.00 and s90,054.55, respectively' The fees were paid on

February2s,20ll.Asindicatedpreviously,DBlreirnbursedtheestatesfortheprofessionalfees

of $25,000 incurred by the Trustee and its counsel relating to the destruction of the licensed

inventory (which were included in the above amounts)'

62. Accrued professional fees and out-of'pocket disbursements for the period February l' 201I to

Septemberll,2rilzare$340,943.95and$gs,3ST.2gfortheTrusteeandforosler,respectively.

63.ThevastmajorityofthefeesoftheTrusteeanditslegalcounselwereincurredduringthefour

month period after the Date of the Bankruptc$ primarily while the Trustee remained in

possession of, and needed to conduct asset realizations out of, the companies' premises and wind

down oPerations.

64. This is the only fee approval applíoation in these proceedings'

65. As described above, the Trustee encountered numerous, exüaordinary issues and complications

throughout the course of the bankruptcy proceedings' These matters significantly increased the

complexity of the proceedings resulting in increased costs of the bankruptcy' including

professional costs. The Trustee and the lnspectors were aware of the challenges and

corresponding cost issues related to the estate and, accordingly, the Trustee kept the Inspectors

informed af¡ to the ongoing costs of the estates' As a result of the Trustee not being able to ¡ea;lize

It,
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on the Companies' inventory due to strict licensing restrictions, the Trustee and the Inspectors

recognized that generating a positive return to the estates was going to be challenging,

particularly in view of:

a) the significant costs associated with winding down and vacating the Company's prernises

wherein it was essential tlat:

i, from a logistical penpective, the IT system and call centre had to continue to be

maintained for a period of time onsite in order to provide a reasonable opportunity to

collect accounts receivable owed by the Companies' customer base of over 35,000

accounts;

ii. an enormous number of records had to be reviewed, catalogued and either shípped

out or destroyed;

¡ii. a large number of returns from Canada Post had to be reviewed and processed

through individual customer accounts and a significant amount of inventory had to be

destoyed;

iv. numerous assets marked to be identified and ownership confirmed as between the

estates; and

v. suffrcient time was required to conduct investigations relating to the numerous

allegations against the Companies that were made at the First Meeting of Creditors.

b) The costs associated with investigating the numerous allegations made in connection with the

conduct of the Companies, including the investigation of potential T(JVs. The Trustpe

worked closely with, and sought ongoing instructions from, the Independent Inspector with

respect to the latter matter in particular, which was hindered by poor financial records'

66. As indicated, the Inspectors \ryere kept informed of the ongoing costs of the estates and were

diligent in providing the Trustee with instructions concerning numerous matters where the

cost/benefit of pursuing a certain course of action was a key consideration'

67. The Tn¡stee has reviewed the detailed accounts and is of the view that the fees and disbursements

of the Trustee and its legal counsel are reasonable and appropriate in the circumstances of this

matter, recognizing that the costs of administering the estates has been significant.
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ó8. At the Fifth Meeting of lnspectors, held on September 17 
'2012'the 

Inspectors approved the Final

statement of Receipts and Disbursements. The Inspectors also approved the fees and

disbursements of the Trustee and of its counsel'

69. Given the difücult nature of thís bankruptcy proceeding, the complexity of the issues addressed

by the Trustee and its counsel, the numerous stakeholder issues and other related challenges' the

Trustee submits that the hours and rates of the professionals \4/ere both necessary and consistent

with remuneration of other insolvency professionals in the city of Toronto in respect of such

matters.

70. Assuming no unforeseen expenses, the Trustee estimates that there are approximately $13'500

(excludingHST)intotaldisbursementstoconcludethebankruptestates,includingthefeesand

disbursements of osler (approximately $12,000) from the date of this Third Report to the date of

discharge, bank charges and other miscellaneous other costs ('Í'inal Fees and l)isbursements")'

Assumingtheadministrationoftheestatesisfinalizedintheordinarycourse'andinrecogrrition

of the costs incurred to date, and with the concurrence of the Inspectors' the Trustee will not be

chargingtheestatesforanyfeesincurredafterSeptember15,Z}|2todischarge.

71. The Trustee therefore seeks an order of this Court approving the fees and disbursements of the

Trustee and Osler and the Final Fees and Disbursements'

FINALSTATEMENToFRECEIPTSÂIu)DISBI]RSIEMENTS

T2.AcopyoftheTrustee,sFinalstatementofReceiptsandDisbursementsfortheperiodDecember

g,20l0to septembe r 15,2012is attached hereto as Exhibit "H"' showing funds available for

distribution by the Trustee, including amounts in respect of the proposed settlement with DBI

concerning the Tuv issue, subject to this Honourable court's approval' and the settlement with

the Ontario Ministry of Finance regarding the retail sales tax issue, of $1,502,785'92 for DB

Media and $308,108'22 for DB Media Canada'

73. Both DB Media and DB Media canada operated out of the same premises and shared certain

costsandrealization-relatedissues,includingtheproceduralconsolidationoftheestates.Asa

result,acostallocationarrangementwasneededinconnectionwithcertainsharedexpendifures'

including, among others, payroll costs for the former employees who assísted the Trustee with the

wind-down of the estates, insurance costs, securiþl costs, and professional fees' At the frst

meeting of Inspectors held on December 23,20:I0,the Inspectors approved an interim cost
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allocation of |2Yoto DB Media and2ïYoto DB Media Canada, based on a preliminary

assessment ofrelative gtoss realizable proceeds. The Trustee indicated that on conclusion ofthe

adrninistration of the estates, the Trustee would provide a final cost allocation formula to the

Inspectors for their consideration.

74. Atthe Fifth Meeting of Inspectors held on September l7,zÛlz,the Inspectors approved a final

cost allocation regime as follows:

¡,., 760/otoDB Media and24% to DB Media Canada for shared general and administrative

costs; costs specific to each estate were allocated lû0o/oi

ii, 601oto DB Media and 4\o/oto DB Canada for the fees of the Trustee and its counsel, and

for salaries and wages for the operating wind-down employee team for the period

December 9,2010 to January 31, 201 l; and

iii" 50% to DB Media and SW/oto DB Canada forthe fees of the Trustee and its counsel for

the period February 1, 201I to September 15,2012-

75. The Final Cost Allocation (collectively, the "Final Cost Atlocation") took inÛo consideration the

vatue of the accounts receivable recoveries and the Trustee's assessment of the professional time

spent by the Trustee and Osler on specific estate issues.

76. Gross estate proceeds, before and after includingthe cash proceeds from the proposed DBI

settlement, are as follows:

DB Meilia DB Media C¡nada Total

A/R collections $1,142,ó9E $1,502,932

Other asset realizations 952,781 5
'1,513,24r

Input tax credit reñrnds 94,684 I r08,724

Subtotal $2,190,163 1i9t4,73i4 $3;124;8e7

DBI Settlement (net) 216,805 5,195

Total $2,406,968 $939,929 $3J46,897

77. Based on the Final Cost Allocation, the Trustee incurred disbursements, priorto and including

accrued and projected professional fees and expenses, as follows:
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DB Media DB Media CanCda Total

Trustee and legal fees $426,361 9284,245 ï770,612

Täyroll and consulting 133,447 88,965 222,412

othei diibursements (l ) 123,952 I I
$1;095,172Subtotal $683166 $411,405

220,416 440,832and projeCted

Trustee and legal fees

I

Total $904,182 , $631,82r .

maintenance and administrative fecs'

7g. Accordingly, provided the proposed Direct Brands Settlement,is approved, and subject to

receiving Ontario PST settlement proceeds of $108,852, the Trustee expecting to have

approximately S1,502,286 and $308,108 in net funds available for distribution for DB Media and

DB Media Canada, resPectivelY.

PROOF OF CLAIMS PROCESS

79. Pursuant to the Order granted on December 10, 2010, the Trustee sent notice of the DB Media

Disüibution bankruptcy and first meeting of creditors to all known creditors of the Companies

who were owed $100 or more, which amounted to approximately 2,850 creditors'

g0. In addition, the Trustee established a website for DB Media Distribution's creditors at

www.alvarezandmarsal.comlDBMD (the website was subsequently moved to

www.amcanadadocs,com/DBMD) which contains a complete list of creditors, a proof of claim

form, instructions for completing the proof of claim forrr as well as other information related to

the bankruPtcY Proceedings.

gl. The following provides a summary of the proofs of claim received

(ì) Secured Claíms

82. The Trustee has not received any secured claims and is not aware of any secured creditors'
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(ii) Claíms to Property in Possessíon of the Bankrupt

83. Prior to vacating the leased premises in January 20ll,Canada Post and Quebecor submitted

Reclamation of Property claims pursuant to s. 81(4) of the BIA for storage containers in

possession of the Companies at the date of bankruptcy. The Trustee and its counsel reviewed the

Reclamation of Propefy claims and determined that they were valid' Upon approval of the

Inspectors, the storage containers were returned to Canada Post and Quebecor'

(ìií) ClaÍmsfrom DBI
g4. Bookspan submitted a proof of claim in DB Media and DBI submitted a proof of claim in DB

Media Canada,with the two olaims totaling approximately $3.9 million. As indicated, these

claims were subsequently withdrawn by DBI as part of the proposed Direct Brands Settlement'

(i) Dírect Brands Settlemcnt

g5- As indicated, the Independent Inspector instucted the Trustee to attempt to negotiate a settlement

with DBI with respect to potential TUVs. The settlement terms included:

i. the withdrawat of Bookspan's claim against DB Media and DBI's claim against DB

Media Canada of CAD $1,315,772and CAD S2,66l,676,respectively, both claims

net of the value of licensed inventory that was desnoyed after the Date of

BankruPtcY;

ii. $200,000 cash; and

iii. reimbursement of $22,000 from DBI in respect of professional fees paid to its

counsel that related to services provided to DBI afterthe Date of Bankruptcy.

g6. Based on the Final Statement of Receipts and Disbursements, the value provided to the other

creditors of DB Media and DB Media Canada estates by the withdrawal of Bookspan / DBI's

claims was approximately $138,098 and $371,708, respectively. The Trustee and the Independent

Inspector have considered how the value of the settlement with DBI should be allocated as

between the estates, given the circumstances of each potential case' The Trustee has

recommended, and the Independent lnspector has approved, an allocation of 50/50 between the

two estates, In order to equalize the value received by each estate, the entire $200,000 cash

consideration has been allocated to DB Media and the Trustee would transfer $16,805 from DB

Media Canadato DB Media-
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(v) IntracompanY CIøím

87. The Trustee was advised that prior to the Date of BankruptcS DB Media and DB Media Canada

each paid operational and administrative costs that were subsequently reallocated on a monthly

basis through an intacompany account between the two entities' At the Date of Bankruptcy' the

Companies' books and records showed an outstanding balance owed by DB Media to DB Media

Canada of approúmately $6.3 mitlion. Based on the Trustee's review of the intracompany

account, discussions with former management of the Companies and approval of the Inspectors'

the Trustee has admitted the claim-

(ví) Claîms from (Jnsec u¡ed Credilo¡s

88. The Trustee has received proof of claims from various unsecured creditors in the DB Media and

DB Media canada estates, including former employees and Pu€ in its capacity as the pension

plan administrator of the two defined benefit retirement plans.

89. As of the date of this repor! a summary of the claims approved by the Inspectors and admitted by

the Tn¡stee is as follows:

DBMedia

$ Value # of Claims $ Valuè

19, $l,sol;625'T
2,618,338

Pension

Former

Media

1

,'='= l,--E32;028.1 1

T=--t31Çße¡
',1,

I

594,403

$4lr171

90. The Ontario Minisby of Labour (the "MOL') reviewed the severance mrd termination benefit

entitlements for DB Media Distribution's former employees' Except in the case of two former

employees who were terminated priorto the date of bankruptcy but still receiving salary

continuance pay atthe Date of Bankruptcy, the Trustee admitted the amounts determined by the

MOL for the former employees who filed proofs of claim with the Trustee' For the two

terminated employees, the Trustee admitted their proofs of claim as filed.
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SCHEME OFDISTRIBUTION AND DTYIDEND SHEET

91. Funds available for distribution will be distributed to the creditors in accordance with theír

priority pursuant to the BIA and the Orders of the Court made in the DB Media Distribution

proceedings.

92. By s. 147( l) of the BIA, a levy is payable to the Superintendent of Bankruptcy on all payments

made by the Trustee by way of a dividend or otherwise on account of the claims of creditors

whether unsecured, preferred or securçd. The levy is considered to be a preferred claim. Where

the amount of payments exceeds $l million but is not more than $2 million, the levy payable is

five per cent of the first million dollars plus one and one quarter per cent of the amount in excess

of $l million.

93. The Trustee is not aware of any priority claims.

94. Claim amounts for the former employees were reduced by any entitlements paid under the Wage

Eamer Protection Program.

95. Based on the dividend sheet (the "Dividend Sheet") approved by the lnspectors attached hereto

as Exhibit "f", unsecured creditors will receive dividends of approximately $0.13 and $0.24 on

the dollar for DB Media and DB Media Canada, respectively.

RECOMMENDATION

96. Based on the foregoing, the Trustee respectfully requests and recommends that an Order be made

by this Honourable Court approving, Ìnter alìa:

i. Approving the Direct Brands Settlement between the Trustee and DBI regarding potential

TUVs and the Mutual Release;

ii. Approving the Trustee's final statement of receipts and disbursements and the allocation

of disbursements between DB Media and DB Media Canada;

iii. Approving the proof of claim process and dividend sheet;

iv. Authorizing and directing the Trustee to distribute the funds available for distríbutíon to

the DB Media's and DB Media Canada's creditors;

v. Declaring that all steps taken by and activities of the Trustee and all amounts distributed

by the Trustee are hereby approved, and the A&M shall have no further liability in

respect thereof;
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vi. Approving the activities of the Trustee from the Date of Bankn¡ptcy to the date ofthis

Third Report; and

vii. Approving the Final Fees of the Trustee and its legal counsel, Osler, and authorizingthe

Trustee to pay its fees and disbursements and those of its counsel.

ALL OF WHICII rS RESPECTFIILLY suBn[ITTEI), at Toronto, Ontario this l6th day of october'

2012.

Alvarez & Mrrsal Csnada Inc, in its capacþ
as trustee in bankruPtcY of DB Media
Dishibution lnc., DB Media Disbibution
(Canada), CH LLC (Canada) and

CH SUB LLC (Canada) and not in
its personal or corporate capacity

Per:
R.
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Estate Numbers:

31 456611 - DB Media Dlstrlbutlon lnc,

t7 4566t4 - DB Media Dlstributlon (Canadal

31 456616 - CH LLC (Canada)

3t 4566t7 - CH Sub ttC (Canada)

ln the Matter of the Bankruptcy of
DB Medla Dlstrlbutlon lnc,, DB Medla Dlstribution (Canada),

CH LtC (Canada) and CH Sub LIC (Canadaf

Consolldated Trustee's Supplementary Statement of Receipts and Dlsbursements

for the perlod September 16, 2012 to March 31, 2014

DB Media

Distrlbutlon
lnc.

("DD'l

DB Medla

Dlstrlbution
(Canadaf

{"ctlcr¡ TOTAI.

RECEIPTS:

1. Tax refunds from Canada Revenue Agency

2, Accountsreceivablecollections

3. Dividend Dlstrlbutlon from DÐ

s25,248.72

817.14

47,I87.09

300.7s

t4,848.34

s72,43s.81

1,11 7.89

14,848.34

.TO-rAL RECE|PTS :526-065.86 $62,336.18 588,402.04

9-!IBUBSEMENTST

4, Miscellaneous:
lnspectors!,Meetlng Fees 20.00 20.00 40.00

TOTAT $20.00

5. Amount avallable for dlstribution lNote 1) 526,045.86 562,316.18 588,362.ß

6. under seclion 147 of the Act s325.57 $778.95

7, Secured credltors:

Dlvldend less levy

Preferred creditors:

Dlvidend less levy

N/A

N/A

8.

L Unsecured creditorsr
Proven clalms of DD

Proven claims of CHC (Note 1)

Supplementary Dlvldend less levy

s

5

10,966,357.30

25,720.29
s 4,419,962.72

S 61,s37.23

10,966,357.30

4,4L9,962.72

s

s

Note¡
(lf The total funds available for distribution for DB Medla Dlstrlbution (Canada) are $62,316.18 which lncludes

an lntracompany dlstribution from DB Media D¡str¡bution lnc. to 0B Media olstrlbutlon (Canada) of $1.4,848.34.



Estate Numbers:
31 456611 - DB Medla Dlstrlbutlon lnc,
31 4566L4- DB Medla Dlstrlbutton (Canadal

31 456615 - CH [!C lCanada]
31 456617. CH Sub LIC (Canadal

Approved by the following lnspector:

ln the Matter of the Bankruptcy of
DB Medla Dlstribution lnc,, DB Medla Dlstribudon lCanada!,

CH LLC lCanada) and CH Sub ILC (Canadaf

Consolldated Trustee's Supplementary Statement of Recelpts ond Disbursements
for the per¡od Septembe¡ 16, 2012 to March 31, 2014

+
Date

Mr. Lewls Lau Date

TaxedatthesumofS,*thls.::;dayof., .

Reglstrar



Estste Nr¡mbÊts:

31 /15€611 - DB Mda gistrlbr¡üon lns.
31 455614 - DB Medta txsktbut¡oì (cenaü)
31 456616 - cH tric (Cenad¡J

31 4566¡.7. (}t Sub tl.ç (Cãni¡{h)

ln the tvlatter of.th€ Sankruptcy rrf
DB Meda D¡strlbüfion lnc., DB Me& Oistdbutioo,lclmada),

CH l.IC lCÉÌ¡da] and CH S$b llC {Cãnadal

Coñsoliôted Tn¡steec Supplementary St¡temellt ûf ngê¡pts ând Dfsbursemer¡g
forthe pedod Septenùe.15,2Ol;¡ to Marrh g1,2014

Approved by the following inspeêtor:

Mr. Lewis Lau

2!, eo/+
DâtE

Taredelthesumofs__this*- -_._ deyof ,, .*. .
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ffi@ffi lndustry Ganada
Ofüce ol tha Superlntendent
of Bankruptcy CenedÉ

Industrie Canada
Bureau du surlntendant
des falllltes Canade

May 28, 20L4

M,8. ANDRE.A YANDRESKI
ROYAL BÀNK PI¡ÀZA, SOtItH TOWER
29OO - 2OO BAY STREET PO BOX 22
TORONTO, ONTARIO
MsiT 2J1

f n Èhe MaÈter of Èhe BankrupE,cy of :

DB MEDIA DISTRIBT,ITION INC.

Debtor

ALVAREZ & MARSAL CANADA INC.

TrusEee

ORDINARY ADMINISTRATION

RÈI SuperintendenE,s Commenta - Subsect.ion 1S2 (4)
SÈ,atement, of Receipts and Dlsburse¡nents
Dat,ed: 'May 5, ?OLA - supplemenLary
Totål Receipcs: $ 2,433,033-97
total Diebureemêr¡Ea: $ g0¿,202.09
Eat,ete Nu¡rber: 31-456611

g, *nd subJecUed Co Ehe Office
) examinat,ion proces¡g

Act (Eheand Insolvency
pursuanE Eo section 60

This EendenÈ of
exer if Ehe osBfact to your
the es end the
Superint,endenE .

The Superintendent of BanknrpE,cy

25 st. clair Avenue EasEr 6th fLoor,Toronto,oNTARrorM4T 1M2,g77/376-9902

leC,Eer does not preclude t,he Superirr
cising any of his powers under Ehe Act
s Èh1E raíse compliance issues relaEing
requiremenEs of Che AcÈ, the General RuI

C^anad'ä



ffi@ffi lndustry Canada
Offioe of the Supe¡íntendent
of Banlcuptcy Canada

lndustrie Canada
Bureau du curintendent
dee falllltes Canada

tnay 28, 2Ol4

ME. ÀNDREA YANDRESKI
ROYÀI¡ BAI'¡K PÛAZA, SOUTH TO}IER
2900 - 200 BAy STREET PO BOX 22
TORONTO, ONTARIO
MsJ 2,t1

In Èhe Mat,t,er of bhe BankrupÈcy of :

DB MEDIA DISTRIBUTION (CANADA)

Debtor

ALVAREZ & MARSAL CA¡VADA INC.

TrusÈee

ORDINARY ADMINI STRATION

Rc SuperinEendent,,s CommenÈs - Subsection 152 (4)
Stat,emenÈ, of ReceipÈs and DisbureemenEe
Dated; May 5r 2014 - Supplementary
Total. ReceipÈs: $ 1.,854,906.55
ToEaI DisburEemenEs¡ S 648,645.44
EstaEe Number: 31-455614

The SEaEemenÈ of Receipbs and
of che SuperintendenË, of
pursuanE Eo paragraph 5(3) (g) o
trAcE ¡ ) We requesE EhaE you proceed Þ.9_,

Generalof Ehe BankrupÈcy and Insolvency

This lecter does not, precLude t,he superinE,endent of Bankrupt,cy from
exercising any of his powers under the AcE if the OSB becomeJ aware offact's that raíse compliance issues relabíng to your adminietration and
t'he requíremeriÈs oE Ehe AcE, Ehe General Ru1es and the DirectiveE of the
SuperintendenÈ.

The Superint,endent. of Bankrupt,cy

25 st. clair Avenue East, 5t,h floor,Toronto,oNTARro,M4T tM2,E77/976-9902

Canadä



ffi$l¿M
Wå#PW lndustry Canada

Clffice of thc Superintsndent
of Bankruptcy Ganada

lndustrie Canada
Eursau du surintendant
dcs lslllltes C¡nada

MS. ANDREA YANDRESKI
ROYAL BA¡\¡K PLAZA, SOUTH TOWER
29OO - 2OO BAY STREET PO BOX 22
TORONTO, ONTARIO
MsiT 2J1

RÊ:

May 28, 20L4

fn the Matter of the Bankrupt,cy of

CH LI,C (CAI,IAÐA)

Debtor

À¡VAREZ & MARSAI, CAI.TADA INC,

TrusE,ee

ORDINARY ADMINISTRÃTION

subjecÈed Co the offlce
) examination proceas

and Insolvency AcC (the
pursuant to secÈion 50

tendenc of BankrupÈcy from
iÉ Èhe OSB becomes avrare oE
Co your adminisEraEion and

es and the DfrecÈives of the

guperinÈendent's CormenEs - SubsecÈÍon 15Z (4)
SEatement, of Receipt,s and Disbursements
DaEed: May 5, 201,4 - Supplement.ary
Total ReceipÈs: $ 0. O0
Total Disbursements: $ 0.00
EsEat,e Number ¡ 31-¿155516

The StaÈemenE, of ReceipEs and
of the Superintendent oE
pursuan E to paragraph 5 (3) (g) of
ÍAcÈ'r ) . We request, that you proceed :Bre,

of the BankrupEcy and InsoI vency General Rules

ThiE letÈer doee not preclude the Superin
exercising any of his powers under the AcE
Eacts t,hat raise complíance igeuee relating
the requiremenEs of Che .AcE,, the GeneraL Rul
Superintendent.

The SuperinÈendenL of BankrupEcy

25 sE. Clair Avenue East, 6Eh floor,ToronEo,oNTARIO,M4T 1M2,877/376-ggoz

Canadä



wñN lndustry Ganada
OfÍ¡ce of lho Supsrinlendent
of Bankruptry Canad¡

lndustrie Ganada
Bureau du surintendant
desfalllltss Cenada

Itay 2g, 20L4

M8. ANDRE.A YÀNDRESKI
ROYAL BAI'IK PLÀZA, SOUTH TOWER
29OO - 2OO BAY STREET PO BOX 22
TORONTO, ONTARIO
M5J 2iI1

In Ehe Matter of Ehe BankrupË,cy of!

CH SUB LLC (CANADA)

Debt,or

ALVAREZ & MARSAL EANADA INC.

Tru6tee

ORDINARY ADMINISTR.ATION

Rt: SuperinËendenE's Comments - Subsection 152 (4)
Stat,ement of ReceipEs and Disbursements
Dated: May 5) 2OL4 - SupplemenEary
Tot,al. Recelpt,s: $ 0. 00
Total Disbursemenes: S 0.00
EsEate Number: 31-456617

oË ,thE

pursuf,¡t:Ë bo;,

The SuperinÈendenÈ of Bankrupt.cy

25 St,. C1air Avenue EasÈ, 6t,h floor,ToroDto,ONrARIO,M4T 1M2 ,877/J.t6_9902

Canadä



TAB J



Court Filc No. CVlG9023-{[CL
Estste No. 3l-45661 I

Dste dcclorcd: April $ 2014

Suppl€m€nlsry D¡vidend Sheel
In tbc nÐtter ofthc benkruptcy of

DB Medis Dirar¡butiou Inc,
Ordinsry Administr¡t¡on

C¡e¡litnr Ncmc
Totsl

Dlvidcnd f I.¡w I Po!ñÞñf R

Shirley Adams
218-777 Tenace
Oshaw4 ONLIG 223

0.1 t

AuthÈrene SC Adänson 997950 21,56 0.27 Zl.Z9
l4 Crow Trail
Scarborough, ON MlB lX3

.

Dâwn 
^lbas30 Kingfisher Crescent

Kemprville, oN KoG lJo

0, 
-20

Irene Algar
4ló - 700 Rutland Rd N
Kelowna, BC VIX 7W8

10,8r0,00 25.67 0ê2 25.35

Amina Ali 8,739.43 20.76 0"26 20.50
1704-735 Don Mills Rd.
DonMills, ONM3C lTl

4s.66 0.t l 0;00

0.000.2085,55

NaziraliAlibhai
82 Song Bird Dr
Ma¡khm, ON L3S 3TB

36,25t.00 86.r0 1.08 t5.o2

Laura Barta
59 Kennedy Bay Rd.
Dmsford, ON KOM lLO

19.94 0.05 0.00 0.0s

D¿vid Beaumonl 33L74 0.79 0.0! OJg
513 Willow St

Quesnel, BC V2J 359

. ¡.. ;,r:: , n,i, ra r ro , 
"þ 

¡ --

Patriciâ Beckefl t3,178.00 31,30 0.39 30.91
50 Exeler Rd Ap], I 16ó
Ajax, ON LIS 2Kl

Shirley Bell loz.45 o.z4 0.00 0J4
POBOX 125
'Wawmesa, MB RoK 2G0

Ajmer Bcnipal
l7 Allangrcve Drive
Bmplon, ON L7A 2M4

|,429.07 27.14 0.34 26"80

Shirley Benvick
43-420245 St

0.34

1

Wet$kiwin, 
^B 

T9A 2L3

144.13 0"00 0.34



Creditor Nme Clnim 3
Toúal

Jeffrey J Betts lq?l I;48 25.44 o.32 25.12
52 Allee Ave.
Scañorough, ON MIN 3X2

Sylvie Bhola 58.78 0.14 0.00 0.14
l2 MuavislaDr
Ottaw4 ON K2J 225

Roberla Blackwood
5HmmDrive
Ajax, ONLIS 5H4

8246.3t 19.59 0,24 19.35

Tarimy Blanchard
t45 Arnold St"

Kitchener, ON N2H óE4

Philippe Boissomeault
7l Rue Princípale Est C.P. 3 I
Vemer, ONPOH2M0

40.00

I t3-00

0.10

o.27

0.00 0.10

o.270100

Evis Brame
1506-127ó Maplc Crossing Blvd
Burlinglon, ON L7S 2J9

100J4 o.24 0.00 o.2:A

Cynthia-Dmim Brenton 14,916.46 35.43 U44 34,99
1629 Northfield Avenuc
Oshsw¿, ON LIK OKB

Kathleen Brown
I I I l-36 Bluc Jays rVay
Torcnto, ON M5V 3T3

34,Et t,00 82.ó8 1.03 81.65

Troy C Buchanan
l0 De*ronto St
Brampton, ON L6X 2Y8

I 1,136.99 26.45 0.33 76;12

CarmelinaBulgareni ?E.Eó 0.07 0.00 O.O7

195 Major Wm Sharpe Dríve, Unit 30
Bramplon, ON I,6X 4JE

Susan C Bugess 5,205.83 12.36 0.!5 12.21

1340 Foxglove Ave
Pickering, ON Llr¡/ lEq

Jennifer Butt
42 Csnoe Crescent
Scorborcugh, ON MIX tX8

1,329,88 1.1ó 0,04 3.12

Lucita Ca.lpilo 25,256.00 59.98 O.'15 5923
lllRichCrEscent
rrvhitby,ONLlP lV6

Canada Cutoms - EÄt Central Ontuío Tu Servir
31 Hyperion Court, P.O. Box 2ó00
Kingston, ON K?L 5P3

16.23

2

6,834.99 0.20 16.03



Total
Crcditor Nme

Cmada Post Corporation
2701 Rive¡side Drive, Suite No. C0155
Ottswa, ON KIA0B'l

334,93'.1.10 79s.s0 785,5ó

Canada Revenue Agency
Toronto Easl TSO,200 Tom Centr€ Court
Scuborougb, ON MIP 4YE

40,ól 8.02 96,47 1.2t 95,26

Amy Chil 15,097.66 35"K 0.45 35,41
54 Finchley Circle
Markham, ON L3R 8S3

Jane C. Chm
7080 Copenlagen Rd Unil f56
Mississaug4 ON L5N 2C9

t8,810.00 44.68 0.5ó 44.12

Vaneeta Chandra
80 L¡ttlcleafCrcs.
Markham, ON L3S 4Gl

15,Q28;92 35.69 0.45 35.24

Yasmine Chmg 9124-71 22.38 0.211 22.10
23 Enderly Street
Aju,ONLlS0M

June Charlton 6'l-14 0.16 0.00 0.16
ól I Lake Shore Dr.
Cold Lake, AB

9.94

Chas€ Paymentcch LLC
14221 Dollæ Parkway Bldg II
Dallas, TX 875254-2942

21,871.24 51,95 0.ó5 51.30

Jm Mee Chen
12 K€illmd St
Mârkhûm, ON L6E 245

9373.60 22.26 0"28 21.98

Fdwsd Chock
33 Ralph Court
Ma*hm, ON L3S 3X5

12,222.ts 29,03 0.3ó 2&67

George Cholack
C/O Norfolk Manor 128 Norfolk St
Guelph, ONNIH 4J8

7,230.00 17.t7 0.21 16.96

May Chong
909-123 Eglinlon Ave E
Toronto, ON M4P 1J2

3 1.10

Dorothy Christopher ó,4E2.00 15.40 0;19 15.21
612 - 2575 Dmfo¡th Avc
Toronto, ON M4C lL5

¡reneusz Chwslek
83 Dewâr Crt
Millon, ON L9T 5N8

t3,257.85 31.49 o39

t9,240.33 45.70 0.57 45.13



Creditor Nme Cl¡im.S
Tolsl

David Clelmd
123- 1210 Don Mills Road
North York, ON M3B 3N9

4,444.88 10.5ó 0.13 10,43

Loma Cole 14,254.95 33.8ó O.42 33"44

50 Blackwell Avc, Unit #33

Scarborough, ON MIB lK2

Mamen Cousins 9,369"04 22.25 0.28 21,97
l0l I Ridgemount Blvd
Oshawq ON LIK 2K7

Gary J Cowie
Po Box 174

Buckhorn, ON KoL lJo

)) atr< 9tr 53.O7 0.6ó 52,4t

Carol Crawford
741 Cobbleis Crt
Pickering, ON LIV 224

17,'121,21 42.09 0.53 41.56

Dsta seruices, Inc: Us
3 l5 ló Winterplace Parkway
Satisbury, MD 21804-1883

4,503,71 0. l3 10,57r0.?0

Elinor Day
| 0l Alder Crescent
Etobicoko, ON M8v 2H7

1s,564.00 36.97 q46 3ó.51

DB Medía Distibúion Canada
c/o Alvau & Marsoj Canada Inc",
Toronto, ON M5J zJl

6,330,882.57 15,036.29 t87.95 14,8/8.34

Esperanzâ Delâ Fuent€
I l7 Wilkes CrEsc€nt
ScÂrborough, ON MIL 082

sJóE.91 12.75 0. l6 12"59

Dell Finmcial Servics Cmada Inc.
5035 South Service Road
Bulington, ON L?R 3Y8

17,239.28 40.94 0,5 I 40.43

JodiDixon 60.ó0 0.14 0ì00 0.14
5 Mcleod Crescent
Olds, AB T4H lE9

' t:t i: t:

RBC Investor Servíces Trust, In trust for the Empl 1,832,028.00
c/o Pricewatertrousecoopeß I 100 - I Robel Speck Pakway
Mississauga, ON L4Z 3M3

4,35 1.19 54.,39 4,296;t0

Dorothy Doucetlo
73 Malpeque RD
Chulottetom, PE CIE 1S3

12,098.00 28;'tr3 0,36 28.37

Due North Commuications Inc.
35 The Esplanade
Tofonto, ON M5E lZ4

0.84

4

352.96 0.01 0.83



Total
Creditor Name Clalm $ Dlvidenrl $ Lew $ PÐyment $

Dundum Pr€ss Limiled
500-3 Chuch St¡eet
Toronto, ON M5E lM2

t2,009.0ó 28.s2 0.36 28.t6

Johanne Edgar
5-3 Rankin Ct
ChillotteloM, PE ClA 8T2

t 8,014.00 42.?8 0.s3 42.25

Naomi Edmrds
l8 Elmpark Crt
Brampton, ON LóP lA8

r3,r 78.00 3l;30 0,39 30.91

Elliot Custom Brokcn
34 Armstong Ave
Gcorgetown, ON I-7G 4R9

925"81 2.20 0.03

Bruce EwÂrt 12,300.00 29.21 0"37 28.U
893 Royal York Rd
Toronto, ON M8Y 2V5

Ruth Ann Fauser
Site 4, Box 15, RR2
Bmhesd, AB T7N lN3

50.00 0.12 0.00 0.12

Ma¡thesc Fenrch
32 Ostend Ave
Toronto, ONM6S lL4

30,035.00 'n.34 0.89 '70.45

AmL Fcmandez
17 Wilcox Cræk Pt*y
Scrborougt¡ONMIB 5KB

6,276.65 14.91 0. l9 14.72

Firefly Books
ó6 Lcck Crcscent
Richmond Hill, ON L4B lHl

2,359.88 5.ó0 0.07 5.53

Hcrbcrt Ford

26 Farmcote Rd
Don Mills, ON M3B 224

I 8,9r4.00 M,v2 0.56 44.36

Carolyn Fortune 13,965.49 33.17 0.4 t 32.76
8 Knowles Cres.
Auor4 ON L4G lZ7

r- ¡r { --.: - ¡¡, i ¡Í

Danielle Fraser 8,417.40 19,99 0.25 19.74
l2 r¡r'illcocks Cres,
Àjü, ONLIT 3L9

Helen Fraser 61.92 0.15 0.0O 0"t 5
273ó Tr¿vcrse Drive
Ottawa, ON KIV 8BI

G.N: Johnston Equipnl€nt
5990 Avebury Road
Mississaug4 ON L5R 3R2

2.54

5

1,068.0r 0.03 2.51



Total
Creditof Nâme Claim S Dividend $ Lew S Psvmenl S

Morag Gale
401-806 Kennedy Road

Scrborouglq ON MIK 2El

9,950.& 23_63 0.30 23 31

AnneGallagher 19,116.00 45.40 0.57 44.83
c/o Wendy Htrstedt 234 Mccraney SL w'
Oakville, ONLóH lA7

Shyrla Ghezcl-Àyagh 8,308.28 19.'13 0.25 19.48
36 Corkory Vr'ay
Thomhill, ON L3T 429

Janice Gordon 11,172.03 27.01 0i34 26.6'1
808 Philip Murray Ave
Oshawå, ON LIJ lJ4

William Greer 7,571"00 l?.98 0.22 17.76
2óó Donlmds Ave., ApL /1213

Torûnto, ON M4J 5BY

Debm Hack 20,430.70 48-52 0.61 47.91
8225 McCowan Rd.
Markham, ON L3P 3J3

Scott A Hackett
I 878 Pinecreek Court
Pickerirg, ON LlV 3R4

1 8,163.37 4\t4 0.54 42.60

Harp€r Collins Canads Ltd. 18,988.05 45.10 0.só 44.54
1995 Marklam Road

Scarborough, ON MIB 5M8

Brcnd.a, Hefferon
242 Springdale Blvd
EastYork,ONM4C lZ9

15,756.83 37.42 0.47 36.9s

Ella C. Heraldo
236 Elson Streel
Markham, ON L3S 389

2s,722.00 61.09 0,76 60,33

Carol Am Heman
26025 72nd Avenuc

200.-00 0.48 0.0t 0.47

Langley, BC V4W 1V5

- 

-: ,, ¡¡. ¡ : I I

Human Remurces and Skills Development Canad; 274,042;53 ó50.87 E.l4 642.73
Payment Ofüce PO Box77?7
Malane, QC G4w 4S4

J,F- Moore Lithogmphers Inc.
124 Milner Ave U¡it #3

Sca¡borough, ON MIS 3R2

19,626.E9 46.62 0.s8 46;Q4

Eva Jackon
27 St, Mary's Avenue
Saull Sle Muie, ON PóB 3Ró

0. l4

6

57.69 0;00 0.14



Toasl
Cretiilor N¡me Cl¡im S Lew $

Nulba¡u Jaffer
3800 Yonge St, Apt 105

North Yorh ON M4N 3P7

23.73

JaÍÌeralí Jaffer 7,927,00 18.83 0.24 18.59
3800 Yonge St, Apt 105

Norlh York, ON M4N 3P7

John Wiley + Sons Inc
I Wiley Drive
Somerset, NJ 08873

7,96s.3s t8.92 0.24 l&68

Gloria S Joyctte ó,556.40 15.5'l 0.t9 I 5,38
l0l Prudential Drive
Scuborough, ON MIP 455

BalbirJudgey 16,102.73 38.25 0.49 37:fi
45 Darby Court
Scarborouglr, ON MIB 5Hó

,:
Bemard Jdon 6,?24.00 t j.9? O"ZO li.1.t
L354 2075 Bayview Âve
Toronto, ON M4N 3M5

Jim Kelly 13,ó83.68 jz,sO o.4t 32;Og
2-140 Kingston Rd.
Toronro, ON M4L lS9

KevinKer
l8 Millstone Cres
whr-lby, ON LIR lT4

t0,71409 25.45 0"32 25.13

l0,l tó.00 24.03 0.30

Nadi¡a Khan
I l6 Rylmder Blvd
Scarborcugh, ONMIB 4X2

14,567,63 34.60 0.43 J4.17

Lilo,Mie Khasow
ó29 Old Htrwood Ave
AjU,ONLIZ lE4

16,729.01 39.73 0.50 39.23

ChristopherKlink 35,084.34 83"33 l.O4 B22g
319 Elite Coult
Oshaw4 ON LIJ 7V4

Debby Klinft
319 Elite Cout
Oshaw4 ONLIJ ?V4

43,980.43 t04.46 l,3t 103.1 5

Mary Konelsþ
P.O. Box 490
Rocþ Momlain House, ÀB T4T lA4

119:26 o.28 0"00 0.28

Kr¿rysztof KucryDski
205-25 Deverill Court
Mârkhm, ON L6c 0C7

34.01

7

14,320.21 0.43 33.58



Creditor Cl¡im $

Tammy Lapointe
7A Brånttvood PaÌk Rd
Brantford , ON N3P I Y3

Sophíe Læerna
16 Elienne St.

Scarborough, ON M1L 0A2

MsrgretLatchma
I ló Hillcroff Dr
Mtrkhân, ON L3S Ic5

Lewis Kim S Lau
72 l-80 Hanison Ga¡den Blvd.
Toronto, ON M2N 783

100.00

16,636,82

17,249,29

48,t 98,98

o.24

39.51

40.97

1t4.48

0.00

0.49

0,5 I

1.43

39.02

40.46

I 13.05

0.24

Sylvie Legare
35 Marine View D¡ive"
Collíngwood, ON L9Y 5.A2

27,357.s4 64.98 0.81 64,17

Leon Letto
178 Reiner Road
North York, ON M3H 2L9

3,955.00 9.39 0.t2 9.27

Celia Leyson
57 Trafford Crescent
Markharn, ON L3R 7H9

7,069,86 16.79 0.21 ló.58

Aino Lund
ó D'Albret Cresccnt
Tofontq ON MIT 2X3

Jeffery Macdonald
l04l Copperfield Ddve
Oshaw4 ONLIK 3C4

10,810.00

14,836.23

25.67

3s,24

o.32

o.44

25.35

34"80

Doris MacDonald
I 04 I Copperfield Drive
Oshaw4 ONLIK 3C4

Maq'a L Macphee
84 Hewitt Cres
Ajã, ONLTS 784

Mabel Maloney
63 Fieldwood Dr
Scarborough, ON Ml V 3G3

Iren Mangalino
20 Little Àngel Road
Markhqm, ON L3R 4Xl

34,447,00

9,368.96

20,276.54

15,028.92

81,81

22.25

48- t6

35;ó9

1.02

o.28

0.60

0.45

80.?9

21.97

47.â6

3s.24

M€lba T Manzana¡es
201 5-335 Rathbm Road West
Mississaug4 ON L58 0C8

62.55

8

26,335.00 0.78 61.77



C¡editor

Shelley McCanhy
80 Blake Street
Tofonro, ON M4J 3El

Clslm $

?,401.17 5.70 0.0'l 5.ó3

Kren Mclsc
2290 Maclntyre Pl
Kanloops, BC VIS lH7

160.74 0.38 0"00 0.38

MugaretMcKcøie
406 - 156 Floyd Ave
Easl York, ON M4K 287

6,482,00 t5.40 0. l9 15.21

Laum S McNeil
148 Raleigh Ave
Scuborough, ON MIK lA4

6,099.67 t4.49 0. l8 14.3t

William McQueen
505-l 7l Collier St
Banie,ONL4M lH6

t6,462.00 39. l0 0.49 38.6r

Gr¿ce Mcndoz¿
I Nabob Crcscent
Scilboroug[ ON MIB 222

tt,127"82 26.43 0.33 26-lo

Cslhsrine Mills
199 WilsonAve. # lll
Toronto, ON M5M 349

5,553. l6 t3.19 0. t6 13.03

Maure€n Molchan
507 - 845 Trillium Park
Sarni4 ON N7l'7C2

1,446.W 3,43 3.390.04

Danielle Mulhall
510 ClilÞiew Road
Pickering, ON LIW 2N9

828r'..74 19.68 0,25 t9.43

Vaughn (Gerald) Munroe
7 Roanoke Rd.
North York, ON M3A lE3

Kemeth Nagorsen
53 l2 Crane C¡t
MississÂugq ON L5V 2C4

Lelowtie Naraine
79 Momingview Trail
Scarborough, ON MIB 582

39,732.45

42,599.02

22,835'15

94.37

t0l. l8

54.24

l;l 8

1.26

93.19

53.56

ooø

0.ó8

Ka¡en Olmn
P.O. Box 207
La Ronge, SK SOJ lLO

42.76 0. l0 0.00 0.10

Jæna Orlic
155 Millee Avenue, Apt 100?
Toronro, ON M6B 4B5

45.77

9

19,269.00 0.57 45.20



Creditor Name Claim $ Lew

GIoriâ B. Osbome
5 Massey Squre, Apt 2815
Tofonto, ON M4C 5L6

10,549.00 25.05 0.31 24J4

Rob Page
154 Lynnbrook Dr
Scuborcugh, ON MIH 2N3

27,O97.88 64.36 0.80 63,56

Jelur¡ Patel
2702 Lawrencs Ave Eüt
Scùborough ON MIP 256

14,t78.96 33.ó8 0.42 33.26

Mmoj Patel
29 Benstrow Avenue
Elobicoke, ON M9V 227

7 449.43 t7.69 022 17.47

Shelagh M M Paul
l0l l- 18 Lee Cenfre D¡ive
Toronto, ON MIH 3H5

9,¡ 15.05 21.65 0"27 21.".38

Brahma Pcnaud
163 Whmsby Drivc
Sctrborcuglr,ONMlX lZ5

12,866,14 30.56 0.38 30,1 8

Carmela Porco
20 Mulholland Ave
North Yo¡k, ON MóA ?S2

30,078.00 7t.44 0.89 70.55

Chcllaturaí Prince
222 Slome Ave
Toronto, ON M4A 2C7

12,202,48 28.98 0.3ó 28.62

Claude Proulx
2ó2 rue Bomier Ëst

Quebec, QC c2M lK?

9,070.72 21.54 0.27 21,27

Vidhushmi Rajasinghan
81 MontezumaTrail
Toronro,ONMlv IK4

Dheivamala Rajkrrru
32 Elson St.

Makham, ONL3S 2J4

7,8¡5.68

10,800.1 I

18.5ó

2s.65

0.23 1E.33

2s.330.32

Random Horse Of Cmada Limiled
2775 Matheson Blvd E. PO BOX t 9O2 Srn A
Mississaugs, ON L4W 4P7

6+7o

Vijayakumar Ratnam 10,601 ,gZ 25. l B 0.3 I 24.t7
?2 William Honey Crcs
Ma¡khan, ON L3S 2Ll

27,587,_74 65.52 0.82

Jeyakala Râvindran
54 John Tabo¡ Tmil

32.02

Scuboroug[ ON MIB 3CE

13,480.99

10

0.40 31.62



Name

Diosmary Restu
1930 Parkside Dr,
Pickering, ON LIV 3N5

Richard Riley
3960 Pârk Skeet
Saint Hubert, QC J3Y 422

Karen Rob€rÎs
220 Lake Rosalind Road #24 RRr43
Hanover, ON N4N 389

Betty Jane Rozell
Apt 4, 270 Glcbemount Ave,
East Yorlq ONM4C 3TB

$

I 1,t04.85

53,26

39-36

14,030"00

26.37

0. l3

0.09

33.32

0.00

o.42

26,04

0.13

0.09

32.90

0.33

0,00

Brenda Rudrud
l3 Maligne Drive
Devon, AB T9G 1P7

Ken Rumohr
39 \ryestacott CrEs,

Ajax, ON LIT 4H7

57.'14

67"s0

0.t4

0.16

0"00

0.00

0,14

of16

Judy SillAcroce
l8 Sandbsnlß Drive
Richmond Hill, ON L4E 3J5

20,416.1t 48.49 g"ól 47.88

Madeliene Smtos
il305 -1757 Victoria Park Aveoue
Scarboroùeh ON MIR tS3

Silvana Sc¿lzo
6ó Bridlewood Blvd.
whitby, ON LIR 3C9

Rizalina L Serr¿no
192 Andona Crescent
Scarborough, ON MIC 5Jz

Sexy Living
#404-1485 Coat Meridian Rd
Port Coquitlam, BC V3C 5pl

V N SgrGcarpenter
l5E7 Major Oaks Road
Pickering ON LtX ZJ8

Amie Shulliffe
722 ]rísh Settlement Rd
PeErsonv¡lle, NB E5P t Y2

5,458.30

29,063.47

n,9t725

2,295.26

28,71 r.68

23,596.00

12.96

69.03

28-30

ó8. l9

5ó.04

0.16

o86

0.35

0.70

t2.80

6&.17

27¡95

5.38

67.34

5.4s

0.85

55.34

Mâry Simonsn
2l Bush D¡
Scrborough, ON MIC lG7

14.586,t 39.00

11

0.18 14.40



Totsl
Creditor Name Clglm $ Lew

Taramattie Singh
ó Gorsey Square
Scarborough, ON MIB lA7

Peggy Spencer
PO BOX ó819 Stn Main
FON St JOhN, BC VIJ 4J3

8,889.09

I t7.23

2t. il 0.26

0,00

20.85

02E0.28

Chnstine E. Sue-Chuck
162 Old Sheppud Ave
North York, ON M2J 3L9

Nirumie Sufthdeo
58 Dalmat¡an Crcs
Scuborcugh, ON MIC 4W3

32,454.t9

27,391.54

17.08

65.06

0.9ó

0.81

76,t2

64.25

Margret Szabo
100 Raglan Avenue, Apt l00l
Toronto, ON MóC 2L3

11,427.00 27.14 0.34 26.80,

Francesco Tatr
107 Park Sl" Efft
Uallon HiUs, ON L7c 3Mó

5,843.39 13.8E 0,t7 13.7t

Iren Tetemi
I Greenland Rd.
DonMills,ONM3C lNj

33.58 0"08 0.00 0.08

Andrew Thompson
3 Sealstone Terace
ScarborougL ON MIE 4J6

6,'t23"8s 15.97 0.20 15.77

Avis Thompson
I 12 Mcclüe Cres
Scarborough, ON MlB lJ6

17,792,42 42.26 0.53 41i73

Cail A Thompson
I l0 Painted Post Dr
Toronto, ON MIH lT5

ró,338.89 38.8t 0:49 38.32

Elhela Tobin
6 Ame Skeet P.O. BOX t02
Bobcaygeon, ON KOM 140

0.33

Mary Torchia
I 70 Twyn Riven Drive
Pickering, ON LIV lE4

t2,343,58 29,3?

10,984.0ù 26"O9

0.17

23¡76

28.95

Subramaniam Yaithil ingam
l4 Halfrnoon Squrc
Tomnto, ON MIC 3V3

5,505.83 I 3.08 o:16 t2.92

Angele ValentÍne
20 Greeocrest Cjrc, 

^ptil714Scuborouglr, ON MIG lB8

39.6816,70'1.11

12

0.50 39. l8



Nme

Vimalæayaki Vüayaratnûm
227 Epsom Downs Drive
Toronto, ON M3M lT3

Clslm S

32,35&00 7ó.85 0.9ó 75.89

Junnifer Villanueva
23 GIory Cres
Scrborough, ON MIE 289

'11,870.1't 28.19 0.3s 27..4

Rob Weatherall
75 Milt sr.
Aju, ON LIS 682

21934.61 52.t0 0.65 5t.45

Remey \Veir
7 Woolen Mill Rd
Mârkham, ON L3P 6X4

21,003^65 49.89 0.62 49.27

Lana lVhiskeyjack
P.O. Box l9Eó
St. Paul, AB T0Â 340

85.22 o.20 0,00 0.20

Clarence Wong
4l Lilac Ave
Thomhill, ON L3T 5Kl

23,50

Corinne Wong
#902-8McKeeAvenùe
Toronto, ON M2N:lE5

6,r95.98 t4.72 Ott 8 14.54

Leonie AM Vy'ood
57 Salt Drive
Ajax,ONLlS 7T5

19,a17.22 47.07 0.59 46À48

Workplace Safety & Insulonce Board 19,438.80 46.11 0.58 45.s9
200 Front Street West
Toronto, oN M5v 3Jl

James Wu
# 14 - 175 A.lcxmui¡ Blvd.
Sctrborcugt\ ON MIV tR8

6,ó35.60 15.76 0.20 15.56

to,022.55 23.80 0.30

Flora Yampezagiye
4l Cütlethorpe Dr.
Scarboroügll ON MIM 3Xl

8,133.51 l9^32 l9-080.24

Bibi Yussuff
127 Zaph Ave,
Sctrborough, ONM'lC lMg

18,726.46 44.4a o-5ó 43.92

Nevenka Zakula
43 Fa¡rell Ave
North Yorlq ONM2R tC?

17,t98"34 40.85 0.51 4034

26,04'5.86Tolâl ¡0,966,3s7.30

13

325.57 25"720.29
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Court File No. CVl0-9023-00CI
Esl¡te No.3l-456614

Date declared: April 8,2014

Supplementary Divídend Sheet
In the matter ofthe bankruptcy of
DB Media Distribution (Canada)

Ordinary Admin¡stration

Total
Creditor Name

Aaron Borkowsky
34 Cavendish Streel
Regin4 SK S4N lP2

s en

65.00 0.92 0.0t 0.91

Canada Post Corporation
2701 Riverside Drive, Suite #C0155
Ottawa, ON KlA 0Bl

183,724.99 2,590.30 32.38 2,557.92

Canada Revenue Agency (for CH LLC (Canada).
Nofhem Ontario Regional Collections/Compliance Centre 333
Laurier Ave. W
Ottaw4 ON Kl^ 0L9

23,246.00 327.74 4. r0 323.64

CMRR,\ Ltd.
56 Wellesley Street, Suite 32C
To¡onto, ON M5S 2S3

1,424,044.54 20,077.32 250.97 19,826.35

RBC Investor Services Trust, In tn¡st for the Retírement plan for I
c/o hicewate¡houseCoopers I Robcrt Speck parkway Suite I lOC
Mississaug4 ON L4Z3M3

2,618,338.00 36,915.43 461.44 36,4s3.99

Cheryl Dahl
PO BOX 334
Swan fuver, MB ROL lZ0

264.44 3.73 0.05 3.6E

Kim Dettling
Box 410
Crovedale, AB TOH lXO

41.96 0.59 0.01 0.58

DGA North American Inc.
80 Travail Road Suite I and 2
Ma¡kham, ON L3S 3Jl

8,524.6t 120.19 l;50 I18.69

Emex Systems Inc
1220 Sheppard Ave. East #4 l0
North York, ON M2K 2S5

25,522.47 359.84 4.50 355.34

Euler Hermes ACI (Solulions 2 Go Inc.j
CIBC Tower 1155 Rene-Levesque Blvd. West Suite l70i
Montreal, QCII3B3Z7

16,897.s2 238.23 2.98 23s.25

7



Totrl
Creditor Name s

Joan Gale
42-15677 24th Ave
Surrey, BC V4A2J6

133.70 1.89 0.02 t.87

Shelly Jardine 220.00 3.t0 0.04 3.0ó
109-4225 Crange Street
Burnaby, BC V6H IN8

Kyla Johrson 88.6g t.z5 0.02 1.23
9 Alabama Drive Apt #l I
Stephenville, NL A2N 2X2

Tracy Kapashesit 227.00 3,20 0.04 3.16
P.O. Box l7l
Moosonee, ON POL lYO

Paul Kilgour
197 Acadia Dr.
Hamiliton, ON L8W 3V4

135.01 1.90 0.02 1.88

Calvin Kuan
47 Golden Oak Avenue
Richmond Hill, ON L4S lY5

59.76 0.84 0.01

Sharon Laokey
166 Briceland Steet
Kingsron, ON K7K 7L2

0.02 t.67

0.83

r 19.53 r.69

Tinisha Lcwis
68-3190 Kingston Road
Scarborough, ON MIM 1P5

102.40 1-44 0.02 1.42

Markctinghits.com
I l9 lsrh sr. Nw
Dnrmhcller, AB TOJ OYl

997.50 14.06 0.18 r3.88

Yola¡rda Mars
139 Zaph Avenue
Toronto, ON MIC lM9

40.00 0.56 0.0t 0.55

Miller Thomson LLP
ó00-60 Columbia Way
Ma¡kham , ON L3R 0C9

9,283.52 130.89 1.64 t29.25

North Central Office Technologies Inc.
I l678 Ringwell Drive
Newma¡ket, ON L3Y 8T8

2,749.77 38.77 0.48 38.29

2



Crcditor Name

Pitney Bowes Global Credit Service¡
c/o Asset/Bankruptcyhighway.com pO Box 5710C
Toronto, ON M8Y 3Y2

$

2,t19.48 29.88 0.37

ent $

29.51

Rogen Communication Ino.
PO Box 2514 Sfation B
Toronto, oN N6A 4G9

1,079.21 15.22 0. 19 r 5.03

Rogers Communication lnc.
PO Box 2514 Station B
Toronto, ON NóA 4C9

Blaine Stoø
ll9-7435 Moffat Rd.
Richmond, BC V6Y tX9

1,102.04

61.72

15.54

0.87 0.01

15.35

0.86

0,19

Angela Smith 76.41 t.08 0.01 1.07P.O. Box 498
Stavely, AB TOL lZ0

Unive¡sal Studios Home Entertainment Canada Inc.
2450 Victoria Pa¡k Avenuc
Toronto, oN M5J 4A2

363.5s 5. l3 0.06 5.07

Valassis Canada Inc.
47 Jutland Road
Toronto, ON M8Z 2G6

15,865.20 223.68 2.80 220.88

Norma Wells
2305 Wuthering Heighrs Way
Oakville, ON L6M 0E7

128-21 1.81 0.02 1.79

Jo¡r Wilson
86 Hammond Drive P.O, Box 152
Rainy Riveç ON POW lLO

125.05 1.76 0.02 1.74

Kristen Wilson
30020 - 5l King William St.
Huntsville, ON PIH 084

152.7t 2.15 0.03 2.t2

World Color Press Inc.
N63W23075 Main Strer
Sussex, Wl 53089

84,062.74 1,1 85.1 8 14.81 1,170.37

s 4119,962.72 $ 62,316-tE $ 77E.95 $ 6ti537.23
Totâl

3
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IN THE MATTER OF THE BANKRUPTCY OF DB MEDIA DISTRIBUTION INC.,   Court File No. CV-10-9023-00CL 
DB MEDIA DISTRIBUTION (CANADA), CH LLC (CANADA) AND     Estate File Nos. 31-456611, 31-456614, 
CH SUB LLC (CANADA)         31-456616, 31-456617 
   
  

ONTARIO 
SUPERIOR COURT OF JUSTICE  

(COMMERCIAL LIST) 
  
 Proceeding commenced at TORONTO 
  
 

MOTION RECORD 
(Returnable September 25, 2014) 

  
 
OSLER, HOSKIN & HARCOURT LLP 
P.O. Box 50, First Canadian Place 
Toronto, ON  M5X 1B8 
 

 Caitlin Fell LSUC# 60091H 
 Tel: (416) 862-6690 
 Email: cfell@osler.com 

 
 
Solicitor for Alvarez & Marsal Canada 

 Inc. in its capacity as Trustee of DB  
 Media Distribution Inc., DB Media  
 Distribution (Canada), CH LLC (Canada)  
 and CH Sub LLC (Canada) and not in its   

personal capacity 
 

mailto:cfell@osler.com

	Notice of Motion for Caitlin.pdf
	1. An order substantially in the form of the draft order attached to the Motion Record:
	(a) abridging the time for service of the Notice of Motion and the Motion Record herein and declaring that the motion is properly returnable on the date it is heard by this Honourable Court;
	(b) approving the Trustee’s Supplemental Statement of Receipts and Disbursements set out in Exhibit “H” to the Fourth Report dated September 18, 2014 (the “Fourth Report”);
	(c) authorizing and directing the Trustee to distribute $26,045.86 to creditors of DB Media and $62,316.18 to creditors of DB Media Canada (inclusive of the distribution from DB Media to DB Media Canada on account of the intracompany balance owing as ...
	(d) declaring that all steps taken by and activities of the Trustee and all amounts distributed by the Trustee are approved and that Alvarez & Marsal Canada Inc. shall have no further liability in respect thereof;
	(e) approving the Fourth Report and the activities of the Trustee described therein; and
	(f) declaring that effective on the date that is 60 days following the date of the Distribution, the Trustee shall be discharged as Trustee in bankruptcy of the Companies.

	2. Such further and other relief as counsel may request and this Honourable Court deems just.
	1. Pursuant to orders of the Court dated December 10, 2010 (the “Procedural Consolidation Orders”), the Trustee was authorized to administer the bankrupt estates of the Companies on a consolidated basis for the purpose of carrying out its administrati...
	2. Pursuant to two separate additional orders granted by the Court on December 10, 2010 (the “December 10th Orders”), the Trustee was, inter alia, relieved of certain notice obligations to creditors and directed to conduct a spot audit of the Companie...
	3. The Trustee has nearly completed the administration of the Companies’ estates in compliance with the Procedural Consolidation Orders, the December 10th Orders and the provisions of the BIA;
	4. The Office of the Superintendent of Bankruptcy Canada has reviewed the  Supplemental Statement of Receipts and Disbursements in accordance with the examination process set out in section 5(3)(g) of the BIA and has requested that the Trustee proceed...
	5. The Trustee is now seeking an order for all of the relief described in its Fourth Report in accordance with the Superintendent’s Comments;
	6. The provisions of the BIA, including without limitation sections 183 and 192, and the inherent and equitable jurisdiction of this Honourable Court;
	7. The provisions of the General Rules, including without limitation section 60 thereof;
	8. Rules 1.04, 1.05, 2.03, 3.02, 16 and 37 of the Rules of Civil Procedure, R.R.O. 1990, Reg. 194, as amended; and
	9. Such further and other grounds as counsel may advise and this Honourable Court may permit.
	1. The Fourth Report; and
	2. Such further and other material as counsel may advise and the Court may permit.
	ONTARIO SUPERIOR COURT OF JUSTICE
	(COMMERCIAL LIST)
	Proceeding commenced at TORONTO
	OSLER, HOSKIN & HARCOURT LLP
	P.O. Box 50, First Canadian Place




