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the matters to which I depose in this affidavit.  Where I do not possess personal knowledge, I 

have stated the source of my information and, in all such cases, believe it to be true. 

2. This affidavit is sworn in support of a motion by FDC for an Order (the “Examination 

Order”): (i) that Drew Craig (“Craig”) of DUMI be compelled pursuant to the Bankruptcy and 

Insolvency Act, R.S.C., 1985, c. B-3, as amended (the “BIA”), to attend at an examination under 

oath before a representative of FDC to answer questions concerning the dealings of and the 

bankruptcy proposal proceedings of DUMI; and (ii) that the hearing of the application for Court 

approval of the Proposal, presently scheduled to proceed on November 14, 2017, be adjourned 

pending such examination.1 

I. INTRODUCTION 

3. FDC is a private equity firm headquartered in London, England, United Kingdom.  FDC 

provides capital, management support and strategic guidance to small to medium sized 

companies that are looking to develop their business and take advantage of growth opportunities.  

The firm focuses primarily on investments in the digital consumer and internet industries. 

4. FDC is the majority shareholder of DUMI, a company incorporated under the Business 

Corporations Act (Ontario), R.S.O. 1990, c. B.16, that directly and through its subsidiaries 

develops and operates subway in-tunnel advertising systems.  FDC holds approximately 50% of 

the issued and outstanding shares of DUMI and has funded a total of approximately $12.5 

million to DUMI since July 2015.2 

1 Capitalized terms used but not otherwise defined herein have the meanings given to them, as applicable, in the 
Proposal, the Subscription Agreement or the Shareholder Agreement, each of which is defined below. 
2 Unless otherwise specified, all dollar amounts referenced herein are expressed as Canadian currency. 
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5. DUMI’s other principal shareholder is Craig.  Craig holds DUMI shares either in his 

personal capacity or through J.D. Craig Holdings Inc. (“Craig Holdings”) and DUM Holdings 

Inc. (“DUM Holdings”), two companies he controls.3  Craig is also the chairman of the board of 

directors of DUMI. 

6. On October 2, 2017, DUMI filed a proposal (as subsequently amended, the “Proposal”) 

pursuant to the BIA.  MNP Ltd. has been appointed to act as the trustee under the Proposal (the 

“Trustee”).  I am advised by FDC’s counsel, Goodmans LLP (“Goodmans”), that a hearing to 

approve the Proposal is presently scheduled to proceed on November 14, 2017. 

7. In addition to being DUMI’s second largest shareholder and its chairman,  Craig, through 

the aforementioned companies under his control, is also DUMI’s principal secured creditor and 

its debtor-in-possession lender (the “DIP Lender”).  Furthermore, based on corporate searches 

performed by Goodmans, I understand that Craig is also the sole director of 7677189 Canada 

Ltd., the entity who, along with the DIP Lender, is sponsoring the Proposal (the “Proposal 

Sponsor”). 

8. FDC opposes the Proposal which, among other things, cancels all existing equity of 

DUMI and proposes to provide only approximately $76,000 to DUMI’s unsecured creditors 

(resulting in a recovery of approximately 10 cents on the dollar based on the Trustee’s estimated 

claims pool) in exchange for transferring 100% control of DUMI to the DIP Lender and the 

Proposal Sponsor (i.e. to Craig). DUMI’s secured debt is unaffected under the Proposal. 

3 Craig Holdings is also referred to in this affidavit as the DIP Lender, which is defined below. 
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9. Significantly, in making the Proposal, DUMI has blamed FDC for being the cause of its 

financial difficulties.  As stated in the Report of the Trustee to the Creditors dated October 6, 

2017 (the “Trustee’s Report on the Proposal”):  

The Company advises that the causes of its financial difficulties are due primarily to 
agreements that the Company entered into in mid-2015 with a U.K. based private equity 
fund [i.e. FDC], whereby the fund would act as an institutional investor (the 
“Agreements”).  The institutional investor committed to support the Company’s business 
plan to establish the global in-tunnel media industry as a niche market of the Transit Out 
of Home media industry.  The Agreements provided that the institutional investor would 
provide funding to the Company in accordance with the business plan.  In Q2 of 2017, 
the institutional investor provided notice to the Company that it would not fulfill its 
funding obligations under the Agreements [emphasis added].   

10. A similar statement is repeated in a later section of the Trustee’s Report on the Proposal 

which reads: “[T]he Company’s current financial difficulty is attributable to the failure of an 

institutional investor to provide funding per its agreement with DUMI resulting in insufficient 

working capital to grow DUMI’s business to a scale where it becomes viable” [emphasis added].  

Similar statements to this effect are also included in the Trustee’s Report dated September 22, 

2017 filed in support of DUMI’s request for approval of, among other things, interim financing.4 

11. The statement that FDC did not “fulfill its funding obligations” or that FDC breached any 

obligation to provide funding to DUMI, and any representation to that effect made by DUMI to 

the Trustee, is false. Any obligation for FDC to provide funding to DUMI beyond its initial share 

subscription amount was conditioned upon DUMI reaching certain financial milestones.  As 

discussed in further detail below, DUMI never met these milestones.  

4 The Trustee’s Approval Hearing Report (defined below) states that, in the Trustee’s opinion, the causes of DUMI’s 
insolvency is that “DUMI has been unable to achieve its business and strategic plan as a result of being 
undercapitalized”.  As the Trustee’s Approval Hearing Report was filed after the creditors’ meeting, DUMI’s 
creditors voted on the Proposal on the assumption that FDC’s unwillingness to continue funding DUMI was the 
cause of its financial difficulties. 
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12. Notwithstanding DUMI’s failure to meet the milestones, FDC still funded a further 

approximately $7.5 million to DUMI over the course of the past 22 months in an effort to assist 

it in achieving its business objectives. Further, FDC had been in negotiations with Craig as late 

as August 2017 to restructure DUMI (in a manner that would have left unsecured creditors 

unaffected) and invest up to a further $2 million. Instead, however, Craig initiated the Proposal 

which would see 100% of DUMI transferred to his control in a transaction designed to benefit 

Craig to the detriment of all of the Company’s other stakeholders. 

II. OVERVIEW OF THE RELATIONSHIP BETWEEN DUMI AND FDC 

13. Pursuant to the Subscription & Investment Agreement dated July 27, 2015 (the 

“Subscription Agreement”) among, inter alia, DUMI, FDC and Craig, FDC subscribed for and 

received 541,813 Class A Common Shares of DUMI at a purchase price of $5 million.  A copy 

of the Subscription Agreement is attached hereto as Exhibit “A”. Pursuant to the Unanimous 

Shareholder Agreement dated July 27, 2015 (the “Shareholder Agreement”) among, inter alia, 

DUMI, FDC, Craig Holdings, DUM Holdings and Craig, a copy of which is attached hereto as 

Exhibit “B”, DUMI’s authorized capital structure consisted of 541,813 issued and outstanding 

Class A Common Shares and 541,813 issued and outstanding Class B Common Shares.  

Accordingly, FDC’s initial subscription was for 50% of the issued and outstanding equity in 

DUMI. 

14. The Subscription Agreement, among other things, provided for a deferred financing 

obligation on the part of FDC in which FDC could be obligated to invest up to three additional 

installments of $5 million, with each such investment being conditioned on DUMI reaching 

certain financial milestones (the “Funding Milestones”).  The Funding Milestones contained 
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time restrictions and were tied to DUMI’s financial performance.  In the event that any of the 

Funding Milestones were not met, the Subscription Agreement provides that FDC shall have no 

obligation to fund any further amounts to DUMI. 

15. The Shareholder Agreement also provided FDC with certain rights with respect to the 

appointment of representatives to DUMI’s board of directors.   FDC appointed Gavin Owston 

and David Rigby to DUMI’s board of directors, both of whom were partners of FDC at the time 

but have since left FDC.  The FDC appointed directors joined Craig and Kenneth Bicknell 

(“Bicknell”), the Company’s President and CEO, to complete DUMI’s board of directors. 

B. DUMI Failed to Meet Funding Milestones 

16. As noted above, in the Trustee’s Report on the Proposal it states that DUMI advised the 

Trustee that the cause of its financial difficulties and the need to undertake the Proposal was due 

primarily to FDC’s “failure”  to fulfil its funding obligations.  Any suggestion that FDC failed to 

satisfy its funding obligations to DUMI  is inaccurate.   

17. As previously referenced, the Subscription Agreement clearly states that FDC’s 

obligation to provide additional financing to DUMI was conditioned on DUMI satisfying the 

Funding Milestones.  DUMI did not satisfy any Funding Milestones.  Pursuant to the 

Subscription Agreement, DUMI would have met the first Funding Milestone if and when, within 

the first 12 months of the Subscription Agreement being executed (i.e. by late July 2016): “(i) the 

cumulative Total Net Revenue is at least $450,000 over the two most recently ended calendar 

months; and, (ii) at least (A) two of the installed underground advertising systems owned by the 

Corporation or its Subsidiaries; in (B) two cities are generating revenue for the Corporation or its 
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Subsidiaries”.  DUMI’s financial reports for the months of October 2015, November 2015, 

December 2015, January 2016, February 2016, March 2016, May 2016, September 2016 and 

October 2016 are attached hereto as Exhibit “C”.  These financial reports make clear that DUMI 

did not meet the first Funding Milestone.  Each financial report contains a “Net Revenue” line 

which shows that the highest “Actual Net Revenue” achieved in any of these months was 

$95,360, well short of the $450,000 target.  The second and third Funding Milestones are tied to 

DUMI becoming EBITDA positive and, as highlighted in the Trustee’s Report on the Proposal at 

p. 6, DUMI has never been EBITDA positive since FDC’s original July 2015 investment. 

Accordingly, FDC had no obligation to fund additional monies to DUMI pursuant to the 

Subscription Agreement.  

18. Notwithstanding DUMI’s failure to meet the Funding Milestones, FDC in fact funded a 

further approximately $7.5 million to DUMI (on top of its initial $5 million investment) to 

provide it with additional liquidity as follows: 

Date Payment Amount5 

December 15, 2015 $3,000,000 

July 16, 2016 $1,000,000 

September 16, 2016 $1,000,000 

December 16, 2016 $1,000,000 

February 17, 2017 $500,000 

March 17, 2017 $500,000 

June 17, 2017 $500,000 
 

5 FDC’s investments were recorded by it in U.K. pounds sterling and, as such, the Canadian dollar amounts 
expressed herein are approximations. 
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19. Further, as discussed below, prior to the Proposal being filed FDC and DUMI had been in 

discussions with respect to a potential restructuring of DUMI’s capital structure and the 

provision of further financing by FDC. 

C. FDC and Craig Negotiate a Potential Restructuring of DUMI 

20. In June 2017, in response to a presentation from DUMI’s management regarding the need 

for further capital investment, FDC undertook a strategic review of DUMI’s 2017/18 business 

plan and overall operations.  FDC determined that based on DUMI’s weak performance and 

failure to achieve any Funding Milestones, DUMI needed significant investment from either a 

large venture capital firm or a strategic media partner (or both) in order to achieve its business 

objectives.  FDC proposed to invest an additional $2 million to satisfy DUMI’s short-term cash 

flow needs while it pursued additional investments.  FDC also proposed that DUMI, among other 

things, restructure the senior secured debt held by Craig by converting the debt into the same 

class of preference shares held by FDC at a rate of 1.5:1, thereby completely aligning the 

principal investors and making DUMI’s capital structure more attractive to any future equity 

investor. Importantly, FDC’s offer would have provided a significant injection of additional 

capital and addressed DUMI’s capital structure issues while only diluting Craig’s equity holding 

from 32% to approximately 24%. FDC’s offer was rejected by Craig.  

21. During the course of these negotiations, FDC began to develop concerns that Craig was 

not acting in DUMI’s best interests and instead was acting solely to protect his own interests in 

his capacity as a secured creditor.  As a result of these concerns, FDC’s two director appointees 

tendered their resignation from DUMI’s board of directors.  A copy of their July 10, 2017 

resignation letter is attached hereto as Exhibit “D”.  Negotiations between FDC and Craig 
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regarding a potential restructuring of DUMI extended throughout the course of August and 

September 2017, with no agreement being reached. 

III. DUMI’S PROPOSAL PROCEEDINGS 

A. Formulation of the Proposal 

22. On September 21, 2017, DUMI filed a Notice of Intention to Make a Proposal (the 

“NOI”) pursuant to Part III, Division I of the BIA.  By Order dated September 25, 2017, the 

Court approved, among other things, a debtor-in-possession financing facility between DUMI 

and Craig Holdings as the DIP Lender.  FDC first received notice of the Proposal on October 4, 

2017 through its own investigation and inquiry with the Trustee.  The Trustee had sent a letter 

dated September 29, 2017 to FDC providing notice of the NOI and the Proposal Proceedings, but 

the letter had not yet been received and in any event, was addressed incorrectly.  On October 2, 

2017, two days before FDC received notice of the NOI, DUMI filed the Proposal with the 

Trustee and the Official Receiver.  Notice of the Proposal was then sent to DUMI’s creditors on 

October 6, 2017.  The notice to creditors indicated that a general meeting of the creditors was to 

be held on October 19, 2017 at the offices of the Trustee, and enclosed both the Proposal and the 

Trustee’s Report on the Proposal. 

23. Upon reviewing the Proposal, it became apparent that FDC’s concerns regarding Craig 

acting to further his own interests were well-founded: the Proposal seems to have been 

formulated and approved by Craig to serve his own personal interests in his capacity as secured 

creditor with no regard having been given to the interests and reasonable expectations of 

DUMI’s other stakeholders, or to the best interests of DUMI generally.  The Proposal, among 

other things, cancels all existing equity of DUMI and proposes to provide only approximately 

 

11



- 10 - 

$76,000 to DUMI’s unsecured creditors (resulting in a recovery of approximately 10 cents on the 

dollar based on the Trustee’s estimated creditor pool) in exchange for transferring 100% control 

of DUMI to the DIP Lender and the Proposal Sponsor, two entities controlled by Craig. In 

addition, DUMI’s secured creditors are unaffected by the Proposal.   

24. Also concerning to FDC is that the Proposal appears to have been developed, authorized 

and executed by Craig in his capacity as a director of DUMI notwithstanding that he stands in a 

conflict of interest with respect to the Proposal given his status as a principal of each of DUMI’s 

pre-filing secured creditors, the DIP Lender and the Proposal Sponsor.  Craig was the lone 

director to sign the original Proposal and he, along with Bicknell, signed the board resolution 

authorizing DUMI to put the Proposal before its creditors.  A copy of the resolution is attached 

as Exhibit “E”.  Based on my review of the board resolution, it does not appear that Craig’s 

conflict of interest was addressed or considered in connection with authorizing the Proposal.  

Further, neither the Proposal nor the Trustee’s Report on the Proposal discloses to creditors that 

the Proposal Sponsor is also controlled by Craig.  A corporate profile search, a copy of which is 

attached as Exhibit “F”, reveals that Craig is the sole director of the Proposal Sponsor.  As the 

Proposal Sponsor and the DIP Lender will be issued all of DUMI’s new equity under the 

Proposal, the Proposal effectively transfers 100% control of DUMI to Craig in return for a 

payment to general unsecured creditors of approximately $76,000. 
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B. FDC’s Response to the Proposal 

(i) FDC’s Request to Adjourn the Creditors’ Meeting was Refused 

25. Upon learning of the Proposal and its proposed treatment of DUMI’s stakeholders, FDC  

attempted to engage with the Trustee and its counsel by sending a letter to the Trustee dated 

October 17, 2017 (a copy of which is attached hereto as Exhibit “G”) explaining, among other 

things, that the statements regarding the source of DUMI’s financial difficulties was a 

misrepresentation likely to mislead creditors.  FDC further notified the Trustee of its previous 

funding offer and its concern as to whether the directors of DUMI were acting in accordance 

with their duty to act in the best interests of the corporation.  The letter requested that the 

creditors’ meeting be delayed for at least 14 days to allow FDC time to consider its position and 

take any actions as appropriate.  The request for adjournment was denied by counsel to the 

Trustee in a response dated October 18, 2017.   

(ii) FDC Submits Alternative Proposal Providing Greater Recovery for Creditors 

26. FDC further tried to engage with the Trustee and DUMI by submitting an alternative 

proposal to the DUMI board of directors on October 19, 2017 (the “FDC Proposal”).  A copy of 

the FDC Proposal is attached hereto as Exhibit “H”.  Notably, the FDC Proposal provided 

general unsecured creditors of DUMI with a far greater return than that contemplated in the 

Proposal. The key terms of the FDC Proposal can be summarized as follows: 

(a) FDC would invest $197,660.20 to form a proposal fund to be distributed to 

unsecured creditors of DUMI.  According to the Trustee’s estimate of $659,867 
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owing to general unsecured creditors, this would provide a recovery of 

approximately 30 cents on the dollar; 

(b) The existing secured debt would be cancelled and repaid at a rate of 50 percent of 

the existing liability through conversion into non-voting preference shares.  The 

preference shares would pay out at a rate of 20 percent of DUMI’s profits in any 

accounting year once DUMI became profitable; and 

(c) DUMI’s share capital would be cancelled, with new common shares being issued 

to FDC. 

27. The FDC Proposal was submitted with the dual intention of providing a substantially 

greater recovery to unsecured creditors and restructuring DUMI’s capital structure to provide 

DUMI and its various stakeholders with the best possibility of achieving long-term success.   

(iii) FDC Proposal Was Not Put to DUMI’s Creditors 

28. The FDC Proposal was not put before creditors at the creditors’ meeting.  According to 

the Report of the Trustee on the Proposal dated November 3, 2017 (the “Trustee’s Approval 

Hearing Report”), the Trustee in fact recommended that the creditors’ meeting be adjourned so 

that the FDC Proposal could be further considered.  However, DUMI’s directors rejected the 

Trustee’s adjournment recommendation and advised that they would not present the FDC 

Proposal to DUMI’s creditors because the FDC Proposal “had no plan to fund [DUMI] going 

forward.”   
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29. According to the minutes of the creditors’ meeting and the Trustee’s Approval Hearing 

Report, all voting creditors (save for one former employee) voted exclusively by voting letter.  

Accordingly, it is my understanding that the FDC Proposal was never communicated to the vast 

majority of creditors for their consideration. 

30. Despite the fact that the FDC Proposal provided a significantly greater return than that 

contemplated in the Proposal, the FDC Proposal was not given proper consideration either by 

DUMI’s directors or by creditors, the latter of whom were simply not given the opportunity.  The 

reason given by DUMI’s directors for rejecting the FDC Proposal (being its lack of go-forward 

funding), is puzzling considering the Proposal itself does not provide DUMI with any such 

funding.  All the Proposal offers is to extinguish all existing equity, maintain the status quo with 

respect to DUMI’s secured debt, provide unsecured creditors with a negligible return and transfer 

100% control of DUMI to Craig controlled companies. Go-forward funding is not contemplated 

by the Proposal, and there is nothing in the Proposal to suggest that DUMI has or will obtain the 

working capital necessary to attempt to achieve its business plan. 

C. The Request to Examine Craig 

31. As set forth above, FDC has significant concerns regarding the Proposal, including the 

representations made by DUMI that have sought to blame FDC for its insolvency as well as the 

substance and bona fides of the Proposal generally, including whether all available options and 

alternatives have been appropriately canvassed by DUMI’s board and what steps, if any, were 

taken to address the various conflicts of interest arising in connection with the Proposal. I believe 

an examination of Craig to explore the facts relating to these matters is appropriate in the 

circumstances and will serve the interests of the administration of the estate. 
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32. I am advised by Goodmans that it initially requested and received from DUMI’s legal 

counsel certain documents relating to the Proposal.  However, I am further advised that a 

subsequent request by Goodmans for certain board of director meeting minutes and financial 

information has been refused.  FDC has a right under the Shareholder Agreement to examine 

DUMI’s books and records: “Any shareholder that is not a Competing Shareholder and its 

authorized representatives may, at any time during normal business hours without causing 

unreasonable disruption to the Business, review, examine and copy, at its own expense, any 

books and records of the Corporation.”  FDC is not a “Competing Shareholder” (as defined in 

the Shareholder Agreement) and, as such, is entitled to access all of DUMI’s books and records. 

A copy of the email correspondence between Goodmans and DUMI’s legal counsel regarding 

the refusal to deliver additional documentation is attached hereto as Exhibit “I”. Permitting an 

examination of Mr. Craig and compelling DUMI to produce relevant documents in connection 

with such an examination will allow FDC to access these and other documents that may be 

relevant to the matters in dispute with respect to the Proposal, which in turn will assist in 

ensuring that all relevant facts are before the Court on any hearing to approve the Proposal. 

IV. CONCLUSION   

33. For the above reasons, FDC respectfully requests that this Court grant the Examination 

Order and allow FDC the opportunity to acquire the additional information necessary for it to 

make a response to the Proposal. 
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TO WITNESS their agreement, the parties have duly executed this Agreement on the date first 
written above. 

DIGITAL UNDERGROUND MEDIA INC. 

Per: ~.g':,..~~ 
Name: ¥...e1 - Tu'\~'\<....,. is. L~ ......,.. 
Title: c_ ~C) 

FORWARD DIMENSION CAPITAL 1 LLP 

Per: 
Name: 
Title: 

Witness 

~-itness Ken Bicknell ~ 

31 
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TO WITNESS their agreement, the parties have duly executed this Agreement on the date first 
written above. 

DIGITAL UNDERGROUND MEDIA INC. 

Per: 
Name: 
Title: 

FORWARD DIMENSION CAPITAL 1 LLP 

Per: 

Name: n.o0wn."' """"'"""v 
Tille: t>l::'>i"-.,.,,.."!:> .--1:."'t!>"" . 

_} 
Witness 

_} 
Witness 

Drew Craig 

Ken Bicknell 

31 
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Management's Responsibility 

To the Shareholders of Digital Underground Media Inc.: 

Management is responsible for the preparation and presentation of the accompanying consolidated financial statements, including 
responsibility for significant accounting judgments and estimates in accordance with International Financial Reporting Standards. This 
responsibility includes selecting appropriate accounting principles and methods, and making decisions affecting the measurement of 
transactions in which objective judgment is required. 

In discharging its responsibilities for the integrity and fairness of the consolidated financial statements, management designs and 
maintains the necessary accounting systems and related internal controls to provide reasonable assurance that transactions are 
authorized, assets are safeguarded and financial records are properly maintained to provide reliable information for the preparation 
of consqlidated financial statements. 

The Board of Directors is composed primarily of Directors who are neither management nor employees of the Company. The Board is 
responsible for overseeing management in the perfonnance of its financial reporting responsibilities, and for approving the financial 
infonnation included in the annual report. The Board fulfils these responsibilities by reviewing the financial information prepared by 
management and discussing relevant matters with management and external auditors. The Board is also responsible for recommending 
the appointment of the Company's external auditors. 

MNP LLP is appointed by the shareholders to audit the consolidated financial statements and report directly to them; their report follows. 
The external auditors have full and free access' to, and meet periodically and separately with, both the Board and management to 
discuss their audit findings. 

April 15, 2015 

~~~ 
Chief Executive Office.r 
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Assets 
Current 

Cash 
Trade and other receivables 
Prepaid expenses and deposits 

Non-current 
Equipment (Note 6) 
Intangible assets (Note 7) 
Note receivable (Note 14) 
Prepaid deposits (Note 18) 

Total assets 

Liabilities 
Current 

Trade and other payables 
Payable to shareholders (Note 8) 

Non-current 
Convertible debentures (Note 9) 

Total liabilit.ies 

Commitments (Note 16) 

Going concern (Note 3) 

Equity 
Share capital (Note 12) 

Share premium 

Equity component of convertible debentures (Note 9) 

Deficit 

Total Equity 

Total liabilities and equity 

Approved on behalf of the Board 

The accompanying notes are an integral part of these financial statements 

Digital Underground Media Inc. 
Consolidated Statement of Financial Position 

As at August 31, 2012 

20 12 

10,245 
47,950 
77,254 

135,449 

2,480 
15,887 
53,284 

230,966 

302,617 

438,066 

56,154 

56,154 

1,389,579 

42,280 

(1 ,049,947) 

381,912 

438,066 

2011 

14,066 
11 , 147 
39, 191 

64,404 

3,100 
16,223 

239,833 

259,156 

323,560 

41 ,583 
143,795 

517, 141 

702,519 

5,1 00 

34,961 

(419,020) 

(378,959) 

323,560 

September 1 

2010 

100 

100 

11 ,839 

11,839 

11,939 

35, 148 
22,882 

58,030 

100 

(46,191) 

(46,091) 

11,939 
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}
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�01�!�2!$�"3��45��62�$&5 %�789:;<=9>?@ABCA?DEC<F>G;HH>@HIJKLMNOPKOJQNQJRSQQNQQTUVTWOSTKWNULXLMNYJWOSUZMSQSQTUV[N\SQM]VNUNKSLTUVPUTL\JWOKTQTUVLMNNULTKNLZJRTLQN̂PTOWNULSQLMNKNTQUJQWS[[NKT_NULTRTS̀[NVKJPOJRSQQNLQLMSLVNUNKSLNQ\SQMTUR[JaQTU_NONU_NUL[ZJRSUZJLMNKSQQNLQJKVKJPOJRSQQNLQbcRLMN\SKKZTUVdS[PNJRLMNYJWOSUZeQN̂PTOWNULNf\NN_QTLQNQLTWSLN_KN\JdNKS̀[NdS[PNXSUTWOSTKWNUL[JQQTQKN\JVUTgN_LJaKTLNLMNSQQNLQ_JaULJKN\JdNKS̀[NdS[PNbhMNKN\JdNKS̀[NdS[PNTQVNUNKS[[Z_NLNKWTUN_Z̀SONKTJ_T\TU_NONU_NULSOOKSTQS[bhMNSOOKSTQS[JRN̂PTOWNULTQ_NLNKWTUN_JUSiRSTKWSKjNLdS[PN]TUO[S\NìSQTQbhMNQNdS[PNQSKNPQN_SQSUNQLTWSLNJRKN\JdNKS̀[NdS[PNbk;<=F;Cl>9>;Hl=>9>?@HhMNYJWOSUZ\[SQQTRTNQRSTKdS[PNWNSQPKNWNULQKN\JVUTgN_TULMNQLSLNWNULJRRTUSU\TS[OJQTLTJUPQTUVSLMKNN]LTNKRSTKdS[PNMTNKSK\MZXaMT\MOKTJKTLTgNQLMNTUOPLQPQN_TUWNSQPKTUVRSTKdS[PNSQRJ[[JaQmn oNdN[pmqPJLN_OKT\NQrPUS_sPQLN_tSKNSdST[S̀[NTUS\LTdNWSKjNLQRJKT_NULT\S[SQQNLQJK[TS̀T[TLTNQ]\SQMbn oNdN[umcUOPLQJLMNKLMSÛ PJLN_OKT\NQTUS\LTdNWSKjNLQLMSLSKNJ̀QNKdS̀[NRJKLMNSQQNLJK[TS̀T[TLZXNTLMNK_TKN\L[ZJKTU_TKN\L[Z]LMNYJWOSUZMSQUJRTUSU\TS[TUQLKPWNULQ\[SQQTRTN_SQ[NdN[ubn oNdN[vmwUJ̀QNKdS̀[NTUOPLQTUaMT\MLMNKNTQ[TLL[NJKUJWSKjNL_SLSXaMT\MKN̂PTKNLMNYJWOSUZLJ_NdN[JOTLQJaUSQQPWOLTJUQ]LMNYJWOSUZMSQUJRTUSU\TS[TUQLKPWNULQ\[SQQTRTN_SQ[NdN[vbISTKdS[PNWNSQPKNWNULQSKN\[SQQTRTN_TULMNRSTKdS[PNMTNKSK\MZ̀ SQN_JULMN[JaNQL[NdN[TUOPLLMSLTQQTVUTRT\SULLJLMSLRSTKdS[PNWNSQPKNWNULbhMTQSQQNQQWNULKN̂PTKNQsP_VWNULX\JUQT_NKTUVRS\LJKQQON\TRT\LJSUSQQNLJKS[TS̀T[TLZSU_WSZSRRN\LO[S\NWNULaTLMTULMNRSTKdS[PNMTNKSK\MZbx@;?G;=GH<HHl>Gyl@?A@z>@>BB>{@<F>hMNYJWOSUZMSQUJLZNLSOO[TN_LMNRJ[[JaTUVUNaQLSU_SK_QXTULNKOKNLSLTJUQSU_SWNU_WNULQLJQLSU_SK_QLMSLMSdNǸNUTQQPN_̀ PLSKNUJLZNLNRRN\LTdNJKSOO[TN_SQSL|PVPQLvpXu}pubwU[NQQJLMNKaTQNQLSLN_XLMNYJWOSUZ_JNQUJLO[SULJNSK[ZS_JOLSUZJRLMNQNUNaJKSWNU_N_QLSU_SK_QSU_TULNKOKNLSLTJUQb8k~x�x�;=>Ey;H>G:;z9>?@hMNSWNU_WNULQLJcI��uXTQQPN_TU�N\NẀ NKu}pvX\[SKTRZLMN_NRTUTLTJUJR�dNQLTUV\JU_TLTJUQ�XSU_QNOSKSLN[Z_NRTUNS�ONKRJKWSU\N\JU_TLTJU�SU_S�QNKdT\N\JU_TLTJU�b|ONKRJKWSU\N\JU_TLTJUKN̂PTKNQLMN\JPULNKOSKLZLJ\JWO[NLNSQON\TRTN_ONKTJ_JRQNKdT\NSU_LJWNNLSQON\TRTN_ONKRJKWSU\NLSKVNL_PKTUVLMNQNKdT\NONKTJ_b|QNKdT\N\JU_TLTJUQJ[N[ZKN̂PTKNQLMN\JPULNKOSKLZLJ\JWO[NLNSQON\TRTN_ONKTJ_JRQNKdT\NbhMNSWNU_WNULQSKNNRRN\LTdNRJKQMSKN]̀SQN_OSZWNULLKSUQS\LTJUQRJKaMT\MLMNVKSUL_SLNTQJUJKSRLNK�P[ZpXu}p�bhMNYJWOSUZTQ\PKKNUL[ZSQQNQQTUVLMNTWOS\LJRLMNQNSWNU_WNULQJUTLQ\JUQJ[T_SLN_RTUSU\TS[QLSLNWNULQb8k~x�k<?;?{<;C<?H@=l9>?@H�G<H{CAHl=>H;?G8�x��k<?;?{<;C<?H@=l9>?@H�:=>H>?@;@<A?ITUSU\TS[SQQNLQSU_RTUSU\TS[[TS̀T[TLTNQWSZ̀ NJRRQNLSU_LMNUNLSWJPULOKNQNULN_TULMNQLSLNWNULJRRTUSU\TS[OJQTLTJUXJU[ZaMNULMNKNTQS[NVS[[ZNURJK\NS̀[NKTVMLLJQNLJRRSU_LMNKNTQNTLMNKSUTULNULTJULJQNLL[NJUSUNL̀SQTQJKKNS[TgNLMNSQQNLSU_QNLL[NLMN[TS̀T[TLZQTWP[LSUNJPQ[ZbhMNSWNU_WNULLJc|�vuXTQQPN_TU�N\NẀ NKu}ppX\[SKTRTN_LMNWNSUTUVJRLMNJRRQNLLTUV\KTLNKTJUi\PKKNUL[ZMSQS[NVS[[ZNURJK\NS̀[NKTVMLLJQNLJRRiSU_LMNOKTU\TO[Ǹ NMTU_UNLQNLL[NWNULXTU\[P_TUVT_NULTRZTUVaMNUQJWNVKJQQQNLL[NWNULQZQLNWQWSZ̀ N\JUQT_NKN_N̂PTdS[NULLJUNLQNLL[NWNULbhMNSWNU_WNULJU[ZSRRN\LQ_TQ\[JQPKNSU_TQNRRN\LTdNRJKSUUPS[ONKTJ_Q̀ NVTUUTUVJUJKSRLNK�SUPSKZpXu}p�bhMNKN[SLN_SWNU_WNULLJcI���XTQQPN_SLLMNQSWNLTWNXKN̂PTKNQUNa_TQ\[JQPKNQaTLMKNQON\LLJJRRQNLLTUVaMT\MTU\[P_NVKJQQSWJPULQQP̀sN\LLJKTVMLQJRQNLJRRXSWJPULQQNLJRRTUS\\JK_SU\NaTLMLMNJRRQNLLTUV\KTLNKTSXSWJPULQJRRTUSU\TS[TUQLKPWNULQQP̀sN\LLJWSQLNKUNLLTUVSKKSUVNWNULQJKQTWT[SKSVKNNWNULQXSU_LMNKN[SLN_UNLSWJPULQbhMNSWNU_WNULJU[ZSRRN\LQ_TQ\[JQPKNSU_TQNRRN\LTdNRJKSUUPS[ONKTJ_Q̀ NVTUUTUVJUJKSRLNK�SUPSKZpXu}pvb
(+
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Management's Responsibility 

To the Shareholders of Digital Underground Media Inc.: 

Management is responsible for the preparation and presentation of the accompanying consolidated financial statements, including 
responsibility for significant accounting judgments and estimates in accordarnce with International Financial Reporting Standards. This 
responsibility includes selecting appropriate accounting principles and methods, and making decisions affecting the measurement of 
transactions in which objective judgment is required. 

In discharging its responsibilities for the integrity and fairness of the consolidated financial statements. management designs and 
maintains the necessary accounting systems and related internal controls to provide reasonable assurance that transactions are 
authorized, assets are safeguarded and financial records are properly maintained to provide reliable information for the preparation 
ofconsolidated financial statements. 

The Board of Directors is composed primarily of Directors who are neither management nor employees of the Company. The Board is 
responsible for overseeing management in the performance of its financial reporting responsibilities, and for approving the financial 
Information included in the annual report. The Board fulfils these responsibilities by reviewing the financial information prepared by 
management and discussing relevant matters with management and external auditors. The Board is also responsible for recommending 
the appointment of the Company's external auditors. 

MNP LLP is appointed by the shareholders to audit the consolidated financial statements and report directly to them; their report follows. 
The external auditors have full and free access to, and meet periodically and separately with, both the Board and management to 
discuss their audit findings. 

April 15,2015 

c::::\:s~~.:::;}_ ~ 
Chief Executive Officer 
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Assets 
Current 

Cash (Note 5) 
Trade and other receivables 
Prepaid expenses and deposits 

Non-current 
Equipment (Note 6) 
Intangible assets (Note 7) 
Notes receivable (Note 12) 
Prepaid deposits (Note 17) 

Total assets 

Liabilities 
Current 

Trade and other payables 
Current portion of long-term debt (Note 13) 

Non-current 
Long-term debt (Note 13) 

Total llabilitles 

Commitments (Note 15) 

Going concern (Note 3) 

Equity 
Share capital (Note 10) 
Share premium 
Deficit 
Non-controlling interest 

Accumulated other comprehensive loss 

Total Equity 

Total liabilities and equity 

Approved on behalf of the Board 

The accompanying notes are an integral part of these financial statements 

Digital Underground Media Inc. 
Consolidated Statement of Financial Position 

As at August 31, 2013 

2013 

69,971 

158,939 

228,910 

1,984 
570,826 

61,355 
326,191 

960,356 

1,189,266 

223,870 
211,060 

570,784 

1,005,714 

2,540,005 
42,280 

(2,382,585) 
(169) 

(15,979) 

183,552 

1,189,266 

2012 

10,245 
47.950 
77,254 

135,449 

2,480 
15,887 
53,284 

230.966 

302,617 

438,066 

56,154 

56,154 

1,389,579 
42,280 

(1 ,049,947) 

381,912 

438,066 
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�01�!�2!$�"3��45��62�$&5 %�789:;<=9>9?@<?A9=@:B?@B9;:?CD<CE9>9?@;FGHIJKGILMGHNKGOGPGMQNRIPNSRSTQIRUIKKGPKIROVNIWNVNPNGKNKOGLGROGRPJLSRTJPJMGGXGRPKYPZGLMGLIMIPNSRSTTNRIRHNIVKPIPGQGRPKRGHGKKIMNVUNRXSVXGPZGJKGST[JO\GQGRPYGKPNQIPGKIROILLMS]NQIPNSRKWIKGOSRNRTSMQIPNSRIXINVIWVGIKSTPZGOIPGSTPZGONKHVSKJMĜ_MIOGIROSPZGMMGHGNXIWVGIMGKPIPGOITPGMGXIVJIPNSRIKPSPZGNMHSVVGHPIWNVNPUIROIRILLMSLMNIPGIVVS̀IRHGTSMOSJWPTJVIHHSJRPKNKLMSXNOGÒ ZGMGHSRKNOGMGORGHGKKIMÛaGLMGHNIPNSRNKWIKGOSRPZGGKPNQIPGOJKGTJVVNXGKSTPZGGbJNLQGRP̂cRPIR\NWVGIKKGPKIMGIQSMPNdGOSXGMPZGVNTGSTPZGI\MGGQGRPK̂eGHSXGMUSTNRPIR\NWVGKNKIRIVUdGOSRIRIRRJIVWIKNK̂fN\RNTNHIRP[JO\GQGRPKQIOGWUQIRI\GQGRPNRHVJOGPZG\SNR\HSRHGMRLMGKGRPIPNSRYOGPGMQNRIPNSRSTSRVUSRGHIKZ\GRGMIPNR\JRNPYSRGMGLSMPNR\KG\QGRPYIROOGPGMQNRIPNSRSTTJRHPNSRIVHJMMGRHÛgIRI\GQGRPZIKQIOGPZG[JO\GQGRPPZIPNPNKRSPLMSWIWVGPZGhSQLIRÙ NVV\GRGMIPGKJTTNHNGRPPI]IWVGLMSTNPPSTJVVUJPNVNdGVSKKGKIROPZGMGTSMGOGTGMMGOPI]IKKGPKZIXGRSPWGGRMGTVGHPGONRPZGTNRIRHNIVKPIPGQGRPK̂gIRI\GQGRPZIKNRHVJOGONRPZGHJMMGRPUGIMiKKIVIMUIRGKPNQIPGSTIOONPNSRIVLIUQGRPPSWGQIOGPSIRGQLVSUGGOJGPSONTTGMGRHGNRNRPGMLMGPIPNSRSTPZGGQLVSUQGRPHSRPMIHP̂cRTINMXIVJNR\NPKGKPNQIPGTSMVSR\jPGMQOGWPQIRI\GQGRPZIKJKGOklmIKPZGONKHSJRPMIPGYWIKGOSRPZGNMWGKP[JO\GQGRPTSMKNQNVIMOGWPNRKPMJQGRPK̂_ZGKGGKPNQIPGKIROIKKJQLPNSRKIMGMGXNG̀ GOLGMNSONHIVVUIROYIKIO[JKPQGRPKWGHSQGRGHGKKIMUYPZGUIMGMGLSMPGONRGIMRNR\KNRPZGLGMNSOKNR̀ ZNHZPZGUWGHSQGnRS̀ R̂oHPJIVMGKJVPKHSJVOONTTGMTMSQPZSKGGKPNQIPGKZS̀GXGMYNPNKRSPG]LGHPGOPZIPMGKJVPK̀ SJVOONTTGMWUIQIPGMNIVIQSJRP̂p>q:B=>9?@rstr?EutBv9C:;;9@;wSMPZGLJMLSKGKSTIKKGKKNR\NQLINMQGRPYPZGhSQLIRUZIKIKNR\VGHIKZj\GRGMIPNR\JRNPHSQLMNKNR\PZGGRPNMGPUSTNPKGbJNLQGRPIKPZGMGNKRSKQIVVGMNOGRPNTNIWVG\MSJLSTIKKGPKPZIP\GRGMIPGKHIKZNRTVS̀KNROGLGROGRPVUSTIRUSPZGMIKKGPKSM\MSJLSTIKKGPK̂cTPZGHIMMUNR\XIVJGSTPZGhSQLIRUiKGbJNLQGRPG]HGGOKNPKGKPNQIPGOMGHSXGMIWVGXIVJGYIRNQLINMQGRPVSKKNKMGHS\RNdGOPS̀ MNPGPZGIKKGPKOS̀RPSMGHSXGMIWVGXIVJĜ_ZGMGHSXGMIWVGXIVJGNK\GRGMIVVUOGPGMQNRGOWUILGMNSONHNROGLGROGRPILLMINKIV̂_ZGILLMINKIVSTGbJNLQGRPNKOGPGMQNRGOSRIxTINMQIMnGPXIVJGjNRLVIHGxWIKNK̂_ZGKGXIVJGKIMGJKGOIKIRGKPNQIPGSTMGHSXGMIWVGXIVJĜy:B=v:t<9>9:;<=9>9?@;_ZGhSQLIRUHVIKKNTNGKTINMXIVJGQGIKJMGQGRPKMGHS\RNdGONRPZGKPIPGQGRPSTTNRIRHNIVLSKNPNSRJKNR\IPZMGGjPNGMTINMXIVJGZNGMIMHZUỲ ZNHZLMNSMNPNdGKPZGNRLJPKJKGONRQGIKJMNR\TINMXIVJGIKTSVVS̀Kz{ |GXGVkz}JSPGOLMNHGK~JRIO[JKPGO�IMGIXINVIWVGNRIHPNXGQIMnGPKTSMNOGRPNHIVIKKGPKSMVNIWNVNPNGKjHIKẐ{ |GXGV�zcRLJPKSPZGMPZIRbJSPGOLMNHGKNRIHPNXGQIMnGPKPZIPIMGSWKGMXIWVGTSMPZGIKKGPSMVNIWNVNPUYGNPZGMONMGHPVUSMNRONMGHPVUjPZGhSQLIRUZIKRSTNRIRHNIVNRKPMJQGRPKHVIKKNTNGOIKVGXGV�̂{ |GXGV�z�RSWKGMXIWVGNRLJPKNR̀ ZNHZPZGMGNKVNPPVGSMRSQIMnGPOIPIỲZNHZMGbJNMGPZGhSQLIRUPSOGXGVSLNPKS̀ RIKKJQLPNSRKjPZGhSQLIRUZIKRSTNRIRHNIVNRKPMJQGRPKHVIKKNTNGOIKVGXGV�̂wINMXIVJGQGIKJMGQGRPKIMGHVIKKNTNGONRPZGTINMXIVJGZNGMIMHZUWIKGOSRPZGVS̀GKPVGXGVNRLJPPZIPNKKN\RNTNHIRPPSPZIPTINMXIVJGQGIKJMGQGRP̂_ZNKIKKGKKQGRPMGbJNMGK[JO\QGRPYHSRKNOGMNR\TIHPSMKKLGHNTNHPSIRIKKGPSMIVNIWNVNPUIROQIUITTGHPLVIHGQGRP̀NPZNRPZGTINMXIVJGZNGMIMHZÛ�@:?C:=C;B;;<9C�<@?r@�9@9ss9A@Bv9_ZGhSQLIRUZIKRSPUGPILLVNGOPZGTSVVS̀NR\RG̀ KPIROIMOKYNRPGMLMGPIPNSRKIROIQGROQGRPKPSKPIROIMOKPZIPZIXGWGGRNKKJGOWJPIMGRSPUGPGTTGHPNXGSMILLVNGOIKIPoJ\JKP�kY��k�̂�RVGKKSPZGM̀NKGKPIPGOYPZGhSQLIRUOSGKRSPLVIRPSGIMVUIOSLPIRUSTPZGKGRG̀ SMIQGROGOKPIROIMOKIRONRPGMLMGPIPNSRK̂(+
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(*
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Request ID: 011873928 
Demande n°: 
Transaction !D: 040364244 
Transaction n°: 
Category JD: CT 
Categorie: 

This is to certify that 

Province of Ontario 
Province de !'Ontario 
Ministry of Government Services 
Ministere des Services gouvemementaux 

Date Report Produced: 2010/01/19 
Document produit le: 
Time Report Produced: 12:20:33 
lmprtmea: 

Certificate of Incorporation 
Certificat de constitution 

Ceci certifie que 

DIGITAL UNDERGROUND MEDIA INC. 

Ontario Corporation No. Numero matricule de la personne morale en 
Ontario 

is a corporation incorporated, 
under the laws of the Province of Ontario. 

These articles of incorporation 
are effective on 

002230983 

est une societe constituee aux termes 
des lois de la province de !'Ontario. 

Les presents statuts constitutifs 
entrent en vigueur le 

JANUARY 19 JANVIER, 2 0 1 0 

,£: ~ 
Director/Directrice 

Business Corporations Act/Loi sur les societes par actions 
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Request ID / De:rnande n° 

11878928 

FORM l 

BUSINESS CORPORATIONS ACT I 

Page: 1 

Ontario Corporation Number 
NumS.ro de la compagnie en Ontario 

2230983 

FORMULE NCJMERO 1 

LOI SUR LES SOCIETES PAR ACTXONS 

ARTICLES OF INCORPORATION 
STATUTS CONSTITUTIFS 

l. The noune of the corporation is: Denomination .sociaJ.e de la compagnie; 

DIGITAL UNDERGROUND MEDIA INC. 

2. The address of the registered office is: Adresse du siege social: 

181 BAY STREET Suite 2100 

{Street & Nw:nber, or R.R. N1.llllber & if Multi-Office Building give Room No.) 
(Rue et numSro, ou numSro de la -R.R. et, s'il s'a'E!it ed.i:fice a burea1,1, numero dti bureau) 

IORONTO ONTARIO 
CANADA MSJ 2 T3 

(Noo:ne of Municipality or Post Office) [Postal Code/Code postal) 
{Nom de la municipalit9 ou du bureau de poste) 

3. Number (or minimum and maximum 
number) of directors is1 

Minimwn 1 

4. ~he first director(s) is/are: 

First name, initials and surname 
PrSno.m, in.itiales et nom de :famille 

Address for service, giving Street & No. 
or R.R. No., Municipality and ~ostal Code 

* DREW 
CRAIG 

24 HAZELTON AVE. 

TORONTO ONTARIO 
CANADA M5R 2E2 

Nombre ( ou nombres minimal et maximal) 
d'administrateurs: 

Maximum 10 

Prernier(s) administrateur(s): 

Resident Canadian 
Resident Canadien 

State Yes or No 
Oui/Non 

Domicile e1u, y compris 1a rue et le 
numero, le numero de la R.R., ou le nom 
de la municipalitB et le code postal 

YES 
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Request ID I Demande n~ 

11878928 

Page: 2 

Ontario Corporation Number 
Numero de ia compagnie en Ontario 

2230983 

5. Restrictions, i£ any, on business the corporation may carx:y on or on powers the 
corpor~tion may exercise. 
Limites; s'il y a lieu~ imposees aux activites co.mmerciales ou aux pouvoirs de la compagnie. 

No restrictions. 

6. The classes and any maxim\Jm number of shares that the corporation is authori~ed 
to issue: 
Categories et nombre maximal; s;il ya lieu, d'aations que la aompagnie est 
autoris§e a emettre: 

An unlimited number of common shares. 
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Request ID I Demande nQ 

11878928 

Page: 3 

Ontario Corporation Number 
NumSro de ia co.mpagnie en Ontario 

2230983 

7. Rights, privileges, restrictions and conditions (if any) attaching to each class of shares 
and directors authority with respect to any clasa of sharea which may be issued in series: 
Droits, privileses, restrictions et conditions, s'il y a lieu, rattaches a ahaque 
cat8gorie d'aations et pouvoirs des administrateurs relati£s a chaque cat6gorie d 1actions 
que peut etre Smise en serie: 

As prescribed by the Business Corporations Act. 
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Request ID I Demande n° 

11878928 

Page: 4 

Ontario Corporation Number 
Num§ro de la compagnie en Ontario 

2230983 

8. The issue, transfer or ownership of shares is/is not rest~icted and the restrictions (if any) 
are as follows: 
L~e.mission, le transfert ou la propriete d'actions est/n'est pas restreinte. Les 
restrictions, s~11 ya lieu, sont les suivantes: 

No shares issued by the Corporation shall be transferred without the 
approval of: 

(a) the directors of the Corporation, expressed by a resolution of the 
board of directors; 

or 

(b) the shareholders Of the Corporation, expressed by a resolution of 
the shareholders. 
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Request ID I Demande n° 

11878928 

9, Other provisions, (if any, are): 
AutreB dispos:it;;ions, s'il y a lieu: 

Page: 5 

Ontaiio Corporation Number 
N'um9ro de 1a compagnie en Ontario 

2230983 

It shall be a condition of these Articles that: 

1. The number of shareholders of the Corporation, exclusive of persons 
who are in its employment and exclusive of persons who, having been 
formerly in the employment of the Corporation, were, while in that 
employment, and have continued after the termination of that employment to 
be, shareholders of the Corporation, is limited to not more than fifty, two 
or more persons who are the joint registered owners of one or more shares 
being counted as one shareholder. 

2. Any invitation to the public to subscribe for securities of the 
Corporation is prohibited. 

3. No securities, other than non-convertible debt securities, shall be 
transferred without 

(a) the approval of 

(i) the directors of the Corporation, expressed by a resolution of the 
directors; or 

iiJ the shareholders of the Corporation, expressed by a resolution of the 
shareholders; or alternatively 

(b) compliance with the restrictions contained in any .security holders 1 

agreement if the transfer of such securities is restricted by a security 
holders 1 agreement. 
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Request ID I Demande n° 

11878928 

Page: 6 

Ontario Corporation Number 
NumSro de la compagnie en Ontario 

2230983 

10. ~he names and addresses of the incorporators are 
Nom et adresse des £ondateurs 

First name, initials and last name 
or corporate name 

Pr§nom, initiale et nom de 
f~ille cu denomination sociale 

Full address for service or address of registered of£ice or of principal place of business 
giving street & No. or R.R. No., l!Ulnicipality and postal code 
Domicile §lu, adresse du Biege social au adresse de i•etablissement principal, y compris 
la rue et le num§ro, le nUlllEiro de la R.R., le nom de la municipalit§ et le code postal 

* DREW CRAIG 

24 HAZELTON AVE. 

TORONTO ONTARIO 
CANADA MSR 2E2 

I ,• 
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Form3 
Business 
Corporations 
Act 

Formule 3 
Loi sur/es 
societes par 
actions 

For Ministry Usa Only 
A !'us~ exclusif A\I rolnist;te 

V nr m vices 

Ontario 
CERTIFICATE 
This 1s to cc t1ty that these articles 
arc cflcct1ve on 

MAY 06 

Mlnlst6re des 
Services gouv1rn11mentaux 

CERTIFICAT 
Ccci ccrhhc quo lcs prl!scnts statuts 
rnt ent en v19ucur lo 

MAI, 2010 
. ............ ............... .. ~ .. _... -'c::IUI 

Oncctor I D1rectn 
ousaness Corporat1ons Act / l 01 tur les soci6tcs par nctions 

ARTICLES OF AMENDMENT 
STATUTS DE MODIFICATION 

1. The name of the corporation is: (Set out in BLOCK CAPITAL LETTERS) 

Ontario Corporation Number 
Numero de la societe en Ontario 

2230983 

Denomination sociale actuelle de la societe (ecrire en LETTRES MAJUSCULES SEULEMENT) : 

I lo I la 
I 

I T A L u N D E R G R 0 u N D M E D I A I N !C 
! I 

I I 
I ! 

! 
l I 

I 
i 

I ··-- .,. .. _ ·-- ,___ ___ -- --- .... ___ --- _____ ...__ 

2. The name of the corporation is changed to (if applicable): (Set out in BLOCK CAPITAL LETTERS) 
Nouvelle denomination sociale de la societe (s'll ya lieu) (ecrire en LETTRES MAJUSCULES SEULEMENT) : 

11 ! I 

I I , I 
I I ! 
I i 

3. Date of incorporation/amalgamation: 
Date de la constitution cu de la fusion : 

(Year, Month, Day} 
(annee, mois, jour) 

' ---
! 

I 
I 

-

I 

20 10/0l/19 

I 
I 

L_ 

4 . Complete only if there Is a change in the number of directors or the minimum I maximum number of directors. 
II faut remplir cette partie seulement si le nombre d'administrateurs ou si le nombre minimal ou maximal 
d'adminlstrateurs a change. 

Number of directors is/are: 
Nombre d'administrateurs : 

Number 
Nombre 

or 
OU 

minimum and maximum number of directors is/are: 
nombres mjnjmum et maximum d'adminislrateurs : 

minimum and maximum 
minimum et maximum 

5. The articles of the corporation are amended as follows: 
Les statuts de la soclete sent modifies de la fai;:on suivante : 

See attached pages lA - lB 

i 
' 

~·--1 

I 
I 
! 

i 
I 

__j 

I l 
I 

..J 

071 19 (2008/06) @Queen's Printer for Ontario, 2008 / © lmprlmeur de la Reine pour !'Ontario, 2008 Page 1 of/de 2 
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(a) To create an unlimited number of Preferred shares; 

(b) To declare that the authorized capital of the Corporation after giving effect 
to the foregoing shall consist of an unlimited number of Common shares 
and an unlimited number of Preferred shares; 

( c) To attach to the Preferred! shares and the Common shares the following 
rights, privileges, restrictions and conditions: 

Common Shares 

1. The holders of the common shares shall be entitled to receive, as and when 
properly declared by the board of directors of the Corporation dividends on the 
common shares at any time outstanding which the directors may determine to 
declare and pay in any fiscal year of the Corporation. 

2. In the event of the liquidation, dissolution or winding up of the Corporation, 
whether voluntary or involuntary, the holders of the common shares shall be 
entitled to receive the remaining property and assets of the Corporation. 

3. At all meetings of the shareholders, the holders of the common shares of the 
Corporation shall be entitled to one (1) vote for each common share held by them. 

4. Any amendment to the articles of the Corporation to delete or vary any right, 
privilege, restriction or condition attaching to the common shares or to create 
shares ranking in priority to or on a parity with the common shares, in addition to 
the authorization by special resolution, shall be authorized by at least two-thirds 
(2/3) of the votes cast at a meeting of the holders of the common shares duly 
called for that purpose. 

Preferred Shares 

1. The holders of the Preferred Shares shall not be entitled to receive dividends. 

2. The holders of the Preferred Shares shall not be entitled as such to receive notice 
of or to attend any meeting of the shareholders of the Corporation and shall not be 
entitled to vote at any such meeting; the holders of the Special Shares shall, 
however, be entitled to notice of meetings of the shareholders called for the 
purpose of authorizing the dissolution of the Corporation or the sale, lease or 
exchange of all or substantially all the property of the Corporation other than in 
the ordinary course of business of the Corporation under subsection 184(3) of the 
Business Corporations Act, R.S.O. 1990, c. B. 16. 

3. In the event of the liquidation, dissolution or winding up of the Corporation, 
whether voluntary or involuntary, the holders of the Special Shares shall be 
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entitled to receive, before any distribution of any part of the assets of the 
Corporation among the holders of the common shares, an amount equal to the 
amount paid up thereon, and any dividends declared thereon and unpaid and no 
more. 

4. The Corporation may, upon giving notice as hereinafter provided, redeem the 
whole of the Preferred Shares on payment of the aggregate amount of $300,000. 
Not less than thirty (30) days notice in writing of such redemption shall be given 
by mailing such notice to the registered holders of the shares to be redeemed, 
specifying the date and place or places of redemption. If notice of any such 
redemption be given by the Corporation in the manner aforesaid and an amount 
sufficient to redeem the shares be deposited with any trust company or chartered 
bank in Canada, as specified in the notice, on or before the date fixed for 
redemption. Notice of such redemption may be waived by the holders of the 
Preferred Shares to be redeemed. 

5. The holders of Preferred Shares shall be entitled to require the Corporation to 
redeem at any time after a minimum of two years after the initial date of issuance 
of the Preferred Shares, all of the Preferred Shares registered in the name of such 
holder on the books of the Corporation by tendering to the Corporation at its 
registered office share certificates representing the Preferred Shares which the 
registered holder desires to have the Corporation redeem together with a request 
in writing specifying that the registered holder desires to have the Preferred 
Shares represented by such certificate redeemed by the Corporation, the aggregate 
price to be paid upon such redemption to be the amount ofr $300,000. The 
Corporation shall tender payment in full for such Preferred Shares within thirty 
(30) days ofreceipt of notice from the registered holder of the Preferred Shares. 

TORDMS-#424429-vl 
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07 119 (2008/06) 

6. The amendment has been duly authorized as required by sections 168 and 170 (as applicable) of the Business 
Corporations Act. 
La modification a ete dOment autorisee conformement aux articles 168 et 170 (selon le cas) de la Loi sur !es 
societes par actions. 

7. The resolution authorizing the amendment was approved by the shareholders/directors (as applicable) of the 
corporation on 
Les actionnaires ou Jes administrateurs (selon le cas) de la societe ont approuve la resolution autorisant la 
modification le 

(Year, Month, Day) 
(annee. mois, jour) 

These articles are signed in duplicate. 
Les presents statuts sont slgnes en double exemplaire. 

2010/ ti5/0<o 

DIGITAL UNDERGROUND MEDIA INC. 
(Print name of corporation from Article 1 on page 1) 
(Veuillez ecrir le nom de la societe de !'article un a la page une). 

(Description of Office) 
(Fonction) 

Page 2 of/de 2 
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A~1· ·. a.ge e~/~rJl1~/drinister., •. . " Mlnitt~r& deli . 
Govem'!len1 SllJl(ICit& < SslVIC.ef gouvememe~lll~.~-

Ontaria -: , · · , -· ·: / "'' ' •. · · · · ; · ·. 
CERTl'FlCA':f.E. CERTIFICAT 
This Is to certify lhat these Cec:I certille que les pr•r1ii. 
articles are effective. on· ~tattils entr.e"'t en vlgueur· I~·· . 

JUL V. t 1 JUI LLET. 201S ...... , ... : ................. ,iil!L:"·· .. ~·\·"'"@f 
Business Oorppratloris Act I Loi our le$.!IO.ol6tee pE(r aCllo_n~ 

ARTICLES OF AMENl>M ENT 
STATUTS DE MODIFICATION 

1. The name of the corporation is: (Set out In BLOCK CAPITAL LETTERS) 

Ontario Corporation Number 
Numero de la soclete en Ontario 

2230983 

Denomination s;ociale actuelle de la societe (ecrire en LETTRES MAJUSCULES SEULEMENT) : 

DIGITAL UNDERGROUND MEDIA I NC . 

--- -- ---'--'----"'----'---'--L....-'----"--"--.....L.-L.....-"---'--L.....~ 

2. The name of the corporation is changed to (if applicable): (Set out in BLOCK CAPITAL LETTERS) 
Nouvelle denornin.ation sociale de la societe (s'il ya lieu) (ecrire en LETTRES MAJUSCULES SEULEMENT) : 

---- - --....--·-·-.......... -·---.----- - __ ,...._......._ --· 

3. Date of Incorporation/amalgamation: 
Date de la constitution ou de la fusion: 

2010-01 

4. Complete only if there is a Change in the number of directors or the minimum I maximum number of directors. 

5. 

II faut remplircette partle seulement sl le nombre d'administrateurs ou sl le nombre minimal ou maximal 
d'administra1eus a change. 

Number of directors is/are: 
Nombre d'adminis1rateurs : 

Number 
Nombre 

or 
OU 

minimum and maximum number of directors is/are: 
nombres minimum et maximum d'administrateurs : 

minimum and maximum 
minimum et maximum 

The articles ofttie corporation are amended as follows: 
Les statuts de las ociete sont modifies de la fa9on suivante : 

See attached pages IA to lP. 
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The Articles of the Corporation be and the same are hereby 
amended as follows: 

1. to create an unlimited number of Class A Common Shares; and 

2. to redesignate all of the authorized and issued and outstanding common 
shares of the Corporation as Class B Common Shares on the basis of 100 
Class B Common Shares for each common share outstanding, rounded to 
the nearest whole; 

3. to eliminate the preferred shares of the Corporation; 

4. to declare that effective immediately following the issuance of the 
Certificate of Articles of Amendment as provided herein the authorized 
capital of the Corporation shall consist of: 

(a) an unlimited number of Class A Common Shares; and 

(b) an unlimited number of Class B Common Shares; 

5. to provide that (i) the rights, privileges, restrictions and conditions 
attached to the Class B Common Shares are amended and restated as 
hereinafter set forth, and (ii) the Class A Common Shares shall have 
attached thereto the following rights, privileges, restrictions and 
conditions: 

PARTl: INTERPRETATION 

1.1 Definitions: 

For the purpose of these share provisions: 

"Act" means Business Corporations Act (Ontario); 

"Aggregate Class A Common Share Catch-Up Amount" means with respect to the 
Class A Common Shares, the Class A Common Share Catch-Up Amount in respect of all 
outstanding Class A Common Shares; 

"Aggregate Class A Common Redemption Amount" means, with respect to the 
Class A Common Shares of the Corporation, an amount equal to: 

(a) if, at the relevant time, the Equity Value in the Corporation is $30,000,000 or 
lower, the Investment Amount; 

(b) if, at the relevant time, the Equity Value in the Corporation is between 
$30,000,000.01 and $130,000,000.00, the amount determined by the formula: 

(A xB + C)xD 
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where: 
A= - 0.00000001; 
B =Equity Value; 
C = 1.3; and 
D = Investment Amount; 

and 

( c) if, at the relevant time, the Equity Value m the Corporation exceeds 
$130,000,000.01, $0; 

"Business" means, collectively, the business of the Corporation, carried on or to be 
carried on by the Corporation and its Subsidiaries, at any relevant time, including owning 
and operating a digital media advertising business and related infrastructure and 
businesses, including the development and operation of underground advertising systems 
in underground transit tunnels; 

"Class A Common Share Catch-Up Amount" means, at the relevant time: 

(a) where the IRR Threshold is or has been exceeded, nil; 

(b) where the IRR Threshold is and has not been exceeded, the amount necessary for 
the holders of Class A Common Shares outstanding at that time to have achieved 
the IRR Threshold upon the conclusion of the relevant liquidation, dissolution, 
winding up or Liquidity Event, as applicable. 

"Class A Common Share Percentage" has the meaning given to it in Section 5.2(b) of 
the Class A Common Share Provisions; 

"Class A Common Share Vote" means, at the relevant time, in respect of each Class A 
Common Share (i) in respect of a class vote, one vote; and (ii) at any other time, the 
number of votes determined by the following formula: 

where 

(Ex F) 
G 

E = the Class A Proportionate Interest; 

F = the aggregate number of Common Shares outstanding; and 

G = the aggregate number of Class A Common Shares outstanding; 

"Class A Common Shares" means class A common shares in the capital of the 
Corporation; 

2 
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"Class A Common Share Proportionate Interest" means, at the relevant time, the 
number given by the formula: 

(H x I)+ J 
(Hxl)+J+H+K 

where 

H the sum of (i) 541,813 (being the outstanding number of each of the Class A 
Common Shares and Class B Common Shares immediately following the 
Closing); plus (ii) the number of Class B Common Shares issued pursuant to any 
transactions contemplated by Section 4.8 of the Unanimous Shareholders' 
Agreement; 

I (i) prior to the Redemption Notice, 1.0; and (ii) following the Redemption Notice, the 
result of: (A) the Investment Amount immediately prior to the Redemption 
Notice; divided by (B) the hypothetical Investment Amount had the funding in 
respect of which the Redemption Notice was issued been completed; 

J the result of (i) the number of Class A Common Shares outstanding at the relevant 
time; minus (ii) 541,813 (being the outstanding number of Class A Common 
Shares immediately following the Closing); and 

K the result of (i) the number of Class B Common Shares outstanding at the relevant 
time; minus (ii) H; 

"Class B Common Share Proportionate Interest" means, at the relevant time, the 
number determined by (i) 1.0; minus (ii) the Class A Common Share Proportionate 
Interest; 

"Class B Common Share Vote" means, at the relevant time, in respect of each Class B 
Common Share (i) in respect of a class vote, one vote; and (ii) at any other time, the the 
number of votes determined by the following formula: 

where 

(LxM) 
N 

L = the Class B Common Share Proportionate Interest; 

M the aggregate number of Common Shares outstanding; and 

N = the aggregate number of Class B Common Shares outstanding; 

"Class B Common Shares" means class B common shares in the capital of the 
Corporation; 

"Closing" has the meaning given to it in the Subscription & Investment Agreement; 
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"Common Shares" means the Class A Common Shares and the Class B Common 
Shares; 

"Control" means, when applied to the relationship between a Person or group of Persons 
and a corporation, the beneficial ownership by such Person(s) at the relevant time of 
shares of such corporation carrying more than the greater of (i) 50% of the voting rights 
ordinarily exercisable at meetings of shareholders of such corporation; and (ii) the 
percentage of voting rights ordinarily exercisable at meetings of shareholders of such 
corporation that are sufficient to elect a majority of the directors of such corporation, and 
the words "Controlled by", "Controlling" and similar words have corresponding 
meanings; provided that a Person or group of Persons who Control a corporation shall be 
deemed to Control a corporation which is Controlled by such corporation and so on; 

"Conversion Value" means the value of the equity in the Corporation as a going concern 
in a manner consistent with the value of the Corporation established for the purposes of 
the Initial Public Offering; 

"Corporation" means Digital Underground Media Inc.; 

"Equity Value" means: 

(a) the total amount of consideration (whether in the form of cash, securities or other 
property) delivered, paid, available to be paid or deemed to be available to be paid, as 
applicable, to the holders of Common Shares and any other class of shares in the capital 
of the Corporation, as determined: 

(i) pursuant to the liquidation, dissolution or winding up of the Corporation (taken 
as a single transaction); 

(ii) pursuant to a Liquidity Event transaction (other than an Initial Public 
Offering) where the consideration for such transaction was paid or is payable to 
the Corporation, as if the Corporation were deemed to make a liquidating 
distribution upon the consummation of such Liquidity Event transaction; or 

(iii) pursuant to a Liquidity Event transaction (other than an Initial Public 
Offering) where the consideration for such transaction was paid directly to the 
shareholders of the Corporation; or 

(b) in the case of an Initial Public Offering, the Conversion Value; or 

(c) in all other circumstances, the Fair Market Value of the Common Shares and any 
other class of shares in the capital of the Corporation. 

"Fair Market Value" means, in respect of assets other than securities, their fair market 
value as determined in good faith by the board of directors of the Corporation, and in 
respect of securities: 
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(a) if such securities are not subject to any statutory hold periods or contractual 
restrictions on transfer: 

(i) if traded on one or more securities exchanges or markets, the weighted 
average of the closing prices of such securities on the exchange or market 
on which the securities are primarily traded over the 30-day period ending 
three trading days prior to the relevant date; 

(ii) if actively traded over-the-counter, the weighted average of the closing bid 
or sale prices (whichever are applicable) over the 30-day period ending 
three trading days prior to the relevant date; or 

(iii) if there is no active public market, the fair market value of such securities 
as determined in good faith by the board of directors of the corporation, 
but no discount or premium is to be applied to their valuation on the basis 
of the securities constituting a minority block or a majority block of 
securities; or 

(b) if such securities are subject to statutory hold periods or contractual restrictions on 
transfer, or both, the fair market value of such securities as determined by 
applying an appropriate discount, as determined in good faith by the board of 
directors, to the value as calculated in accordance with subsection (a) above; but if 
any Majority Holders object to any determination by the board of directors of the 
Corporation and notify the board of directors of such objection within ten days of 
receiving notice of such determination, the Corporation and the Majority Holders 
will, within ten days following such ten-day period, jointly appoint an 
independent valuator that is a nationally recognized investment banking firm or 
business valuation firm with media advertising industry experience to determine 
the fair market value. If the Corporation and the Majority Holders cannot agree on 
the valuator with media advertising industry experience within such time period, 
then the Corporation and the Majority Holders will, within the next 10 days, 
jointly select an arbitrator to appoint such valuator with media advertising 
industry experience, failing which an arbitrator may be appointed in accordance 
with Section 10 of the Arbitration Act, 1991 (Ontario), and such arbitrator will 
select the valuator with media advertising industry experience who will determine 
the fair market value. The determination by the valuator of the fair market value is 
final and binding on the holders of Class A Common Shares, the holders of 
Class B Common Shares and the Corporation, absent manifest error. The costs of 
any such valuation shall be paid for by the Corporation unless otherwise 
determined by the arbitrator; 

"Initial Public Offering" means an initial public offering of any Common Shares or any 
common shares of any of the Corporation's Subsidiaries or the securities in the capital of 
another Person formed for the purpose of taking the Business public or another 
transaction, as a result of which (in either case) any Common Shares (or the securities in 
the capital of another Person issued in exchange for all outstanding shares and/or issued 
as consideration for the sale or transfer by the Corporation of all or substantially all of its 
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assets) or the shares of any Subsidiary are listed and posted for trading, traded or quoted 
on one or more of The Toronto Stock Exchange, the TSX Venture Exchange, the New 
York Stock Exchange, the NASDAQ National Market System or the AMEX Exchange or 
on such other exchange or quotation system as may be approved by the Corporation; 

"Investment Amount" the amount of consideration paid to the Corporation in exchange 
for the issuance the Class A Common Shares and any contributed surplus paid to the 
Corporation in respect of the Class A Common Shares prior to or at the relevant time; 

"IRR" means the compounded pre-tax internal rate of return, expressed as a percentage 
rate per annum, realized by the holder of the Class A Common Shares on the Investment 
Amount, taking into account, without duplication (i) all dividends paid on, returns of 
capital in respect of, or other distributions paid on the Class A Common Shares; and (ii) 
the amount of consideration receivable by such holder of Class A Common Shares in 
respect of such holder's Class A Common Shares in connection with a liquidation, 
dissolution, winding-up or Liquidity Event, as applicable; 

"IRR Threshold" means an IRR of7.5%; 

"Liquidity Amount" has the meaning given to it in Section 4.l(a) of the Class A 
Common Share provisions; 

"Liquidity Event" means: 

(a) the amalgamation or merger of the Corporation with another corporation, or an 
arrangement, reorganization or other transaction or series of transactions, pursuant 
to which the holders of voting securities of the Corporation immediately prior to 
the transaction or series of transactions hold, immediately after such transaction, 
directly or indirectly, less than 50% of the voting power to elect directors of the 
Corporation or the surviving corporation; 

(b) a sale, lease or other disposition of all or substantially all of the assets of the 
Corporation to a person at arm's length (within the meaning of the Income Tax 
Act (Canada); 

( c) an Initial Public Offering; or 

( d) a sale, exchange or other disposition of all or substantially all of the outstanding 
shares of the Corporation pursuant to which the holders of voting securities of the 
Corporation immediately prior to the transaction or series of transactions hold, 
immediately after such transaction, directly or indirectly, less than 50% of the 
voting power to elect directors of the Corporation or the surviving corporation; 

"Majority Holders" means the holders, at the relevant time, of: 

(a) at least more than 50% of the issued and outstanding Class A Common Shares; 

6 

/,,C 
160



(b) voting securities of the Corporation carrying in the aggregate more than 50% of 
the votes attached to all voting securities of the Corporation; 

"Person" includes any individual, sole proprietorship, partnership, lll1incorporated 
association, unincorporated syndicate, lll1incorporated organization, trust, body corporate, 
and a natural person in his capacity as trustee, executor, administrator, or other legal 
representative; 

"Proportionate Interest" means in respect of the Class A Common Shares, the Class A 
Common Share Proportionate Interest, and in respect of the Class B Common Shares, the 
Class B Common Share Proportionate Interest; 

"Redemption Notice" has the meaning given to it in the Subscription & Investment 
Agreement; and 

"Subscription & Investment Agreement" means the subscription and investment 
agreement dated on or about July 27, 2015 by and among the Corporation, Forward 
Dimension Capital 1 LLP, Drew Craig and Ken Bicknell as amended, restated or 
replaced from time to time in accordance with its terms. 

1.2 Meaning of "Subsidiary" 

For purposes of these share provisions, a corporation shall be a subsidiary (a "Subsidiary") of 
another corporation if: 

(a) it is Controlled by (i) that other, (ii) that other and one or more corporations each 
of which is Controlled by that other, or (iii) two or more corporations each of 
which is Controlled by that other; or 

(b) it is a Subsidiary of a corporation that is that other's Subsidiary. 
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PART 2: CLASS A COMMON SHARE PROVISIONS 

The rights, privileges, restrictions and conditions of the Class A Common Shares are as set out 
below. 

1.1 Entitlement to Vote 

ARTICLE 1 
VOTING RIGHTS 

(a) Each holder of Class A Common Shares is entitled to receive notice of and to 
attend all meetings of shareholders of the Corporation and to vote at such 
meetings, except meetings at which only holders of a specified class of shares or 
specified series of shares are entitled to vote. 

(b) At all meetings of which notice must be given to the holders of the Class A 
Common Shares, each holder of Class A Common Shares is entitled to the 
number of votes that is equal to the Class A Common Share Vote in respect of 
each Class A Common Share so held. , 

1.2 Single Class 

Except as otherwise provided in these Class A Common Share prov1s1ons or required by 
applicable law, the holders of Class A Common Shares will vote together with holders of 
Class B Common Shares and any other class of shares as a single class on all matters submitted 
to a vote of shareholders. 

1.3 Exceptions to Class Voting 

The holders of Class A Common Shares are not entitled to vote separately as a class upon, and 
are not entitled to dissent rights in respect of (but for greater certainty are entitled to vote 
against), any proposal to amend the articles of the Corporation to: 

(a) increase or decrease any maximum number of authorized Class A Common 
Shares, or increase any maximum number of authorized shares of a class or series 
having rights or privileges equal or superior to the Class A Common Shares; or 

(b) create a new class or series of shares equal or superior to the Class A Common 
Shares. 

2.1 Entitlement to Dividends 

ARTICLE2 
DIVIDENDS 

(a) The holders of Class A Common Shares are entitled, subject to the rights, 
privileges, restrictions and conditions attaching to any other class or series of 
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shares of the Corporation, to receive dividends if, as and when declared by the 
board of directors of the Corporation. 

(b) Subject to any rights, privileges, restrictions and conditions attaching to any other 
class or series of shares of the Corporation, and other than in respect of the 
payment of a dividend as contemplated by ARTICLE 4 of the Class A Common 
Share provisions, no dividend (including stock dividends) or other distribution 
will be paid, declared or set apart for payment in respect of the Class A Common 
Shares unless a corresponding dividend is paid or declared and set apart for 
payment in respect of the Class B Common Shares. Dividends shall be paid, 
declared or set apart for payment on the Class A Common Shares and the Class B 
Common Shares in accordance with the Proportionate Interest applicable to each 
class. 

ARTICLE3 
LIQUIDATION, DISSOLUTION AND WINDING-UP 

3.1 Liquidation, Dissolution and Winding-Up 

(a) Prior to the Redemption Notice, upon the liquidation, dissolution or winding-up 
of the Corporation, the holders of Class A Common Shares shall first be entitled 
to receive in priority to the holders of Class .B Common Shares, (i) the Aggregate 
Class A Common Redemption Amount; and (ii) the Aggregate Class A Common 
Share Catch-Up Amount. Any assets thereafter remaining shall be distributed 
among the holders of the Class A Common Shares and the Class B Common 
Shares in accordance with the Proportionate Interest applicable to each class. 

(b) Following the Redemption Notice, upon the liquidation, dissolution or winding
up of the Corporation, any assets remaining shall be distributed among the holders 
of the Class A Common Shares and the Class B Common Shares in accordance 
with the Proportionate Interest applicable to each class. 

4.1 Liquidity Events 

ARTICLE4 
LIQUIDITY EVENT 

In the event of a Liquidity Event where the nature of the transaction is such that the 
consideration (whether in the form of cash, securities or other property) in connection with such 
Liquidity Event would be: 

(a) receivable by the Corporation, then, upon the closing of such Liquidity Event, the 
Corporation will repurchase the outstanding Class A Common Shares for an 
amount equal to the total of all amounts that would be distributed in respect of the 
Class A Common Shares pursuant to ARTICLE 3 of these Class A Common 
Share provisions as if the Corporation were to make a liquidating distribution at 
that time (the "Liquidity Amount"); or 
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(b) receivable by the shareholders of the Corporation, then: 

(i) the Corporation will not permit such Liquidity Event to occur unless the 
transaction (or series of transactions) provides for the receipt by the 
holders of Class A Common Shares (through consideration received by the 
shareholders in connection with such transaction and/or a distribution by 
the Corporation) of an amount equal to the Liquidity Amount; or 

(ii) if the Corporation cannot prevent such Liquidity Event from occurring, the 
Corporation shall pay (by dividend or other distribution by the 
Corporation or otherwise) to the holders of Class A Common Shares an 
amount such that such payment, together with any amounts received by 
the holders of the Class A Common Shares from any other source in 
connection with the Liquidity Event, is an amount equal to the Liquidity 
Amount or, if the Corporation cannot legally pay such amounts in full at 
that time, it shall at that time and from time to time when possible, pay all 
amounts it is legally able to pay and any unpaid amount shall jncrease at a 
rate of 15% per annum, compounded annually until such unpaid amount is 
paid in full. 

Written notice of any proposed Liquidity Event stating an estimated payment date, the 
amount and form of the payments to be made to the holders of Class A Common Shares 
on repurchase of their shares, as a distribution by the Corporation or otherwise, and the 
place where such payments shall be made, shall be delivered to the holders of all classes 
and series of shares not less than 45 days prior to the proposed date of such proposed 
Liquidity Event (or, if such period of advance notice is impracticable, notice shall be 
provided as far in advance of the proposed Liquidity Event as possible). 

5.1 Automatic Conversion 

ARTICLES 
CONVERSION 

The Class A Common Shares automatically convert into Class B Common Shares immediately 
prior to the completion of an Initial Public Offering. 

5.2 Conversion Rate 

Each Class A Common Share is convertible into that number of Class B Common Shares 
calculated as follows: 

(a) determine the Conversion Value; 

(b) determine the amount that would be distributed to the Class A Common 
Shareholders if the Conversion Value were distributed to the holders of the 
Common Shares on a liquidation of the Corporation in accordance with 
ARTICLE 3 of these Class A Common Share provisions immediately before the 
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time of conversion, and express it as a percentage of the total Conversion Value 
(the "Class A Common Share Percentage"); and 

(c) divide (i) the product of (A) the number of Class B Common Shares outstanding 
immediately prior to the conversion; and (B) the Class A Common Share 
Percentage by (ii) the product of (A) the number of Class A Common Shares 
outstanding immediately prior to the conversion and (B) 100% minus the Class A 
Common Share Percentage. 

Upon the pricing of the Initial Public Offering, the Conversion Value will be determined in good 
faith by the board of directors of the Corporation; but if the Majority Holders object to any 
determination by the board of directors of the Corporation and notify the board of directors of 
such objection within ten days of receiving notice of such determination, the Corporation and the 
Majority Holders will, within ten days following such ten-day period, jointly appoint an 
independent valuator that is a nationally recognized investment banking firm or business 
valuation firm with media advertising industry expertise to determine the fair market value. If the 
Corporation and the Majority Holders cannot agree on the valuator within such time period, then 
the Corporation and the Majority Holders will, within the next 10 days, jointly select an 
arbitrator to appoint such valuator with media advertising industry expertise, failing which an 
arbitrator may be appointed in accordance with Section 10 of the Arbitration Act, 1991 (Ontario), 
and such arbitrator will select the valuator with media advertising industry expertise who will 
determine the fair market value. The determination by the valuator of the fair market value is 
final and binding on the holders of Class A Common Shares and holders of Class B Common 
Shares and the Corporation, absent manifest error. The costs of any such valuation shall be paid 
for by the Corporation unless otherwise determined by the arbitrator. 

5.3 Time of Conversion 

Conversion is deemed to be effected immediately prior to the completion of the Initial Public 
Offering. 

5.4 Effect of Conversion 

As at the time of the conversion of the Class A Common Shares: 

(a) the rights of a holder of Class A Common Shares as a holder of the converted 
Class A Common Shares shall cease; and 

(b) each Person in whose name any certificate for Class B Common Shares is 
issuable upon such conversion is deemed to have become the holder of record of 
such Class B Common Shares. 

5.5 Mechanics of Conversion 

(a) Upon the automatic conversion of any Class A Common Shares into Class B 
Common Shares, each holder of Class A Common Shares must surrender the 
certificate or certificates fonnerly representing that holder's Class A Common 
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Shares at the principal office of the Corporation or the office of any transfer agent 
for the Class B Common Shares. 

(b) Upon receipt by the Corporation of the certificate or certificates, the Corporation 
will issue and deliver to such holders of Class A Common Shares, promptly at the 
office and in the name shown on the surrendered certificate or certificates, a 
certificate or certificates for the number of Class B Common Shares into which 
such Class A Common Shares are converted. 

( c) The Corporation is not required to issue certificates evidencing the Class B 
Common Shares issuable upon conversion until certificates formerly evidencing 
the converted Class A Common Shares are either delivered to the Corporation or 
its transfer agent, or the holder of Class A Common Shares notifies the 
Corporation or such transfer agent that such certificates have been lost, stolen or 
destroyed, and executes and delivers an agreement to indemnify the Corporation 
from any loss incurred by the Corporation in com1ection with the loss, theft or 
destruction. 

( d) On the date upon which all Class A Common Shares are converted in accordance 
with the provisions hereof, each holder of Class A Common Shares will be 
deemed to have become a holder of Class B Common Shares for all purposes, 
notwithstanding any delay in the surrender of certificates representing the 
Common Shares into which such Class A Common Shares have been converted 
and all certificates representing the converted Class A Common Shares are 
deemed to represent the Class B Common Shares into which such Class A 
Common Shares are converted and all certificates representing Class A Common 
Shares will be deemed to have been cancelled. 

(e) If the board of directors of the Corporation expects, acting reasonably, that the 
Class A Common Shares will convert pursuant to the provisions of Section 5.1 of 
these Class A Common Share provisions, the Corporation will, at least 20 days 
before the date it reasonably believes will be the date of the automatic conversion, 
send by prepaid priority overnight courier or deliver, to each holder of Class A 
Common Shares a notice in writing of the intention of the Corporation to close an 
Initial Public Offering and thereby convert such shares. Accidental failure or 
omission to give that notice to one or more holders of Class A Common Shares 
will not affect the validity of such conversion, but if that failure or omission is 
discovered, the Corporation will send such notice promptly to any holder of 
Class A Common Shares that was not given notice. That notice will have the 
same force and effect as if given in due time. The notice will set out the number 
of Class A Common Shares held by the person to whom it is addressed that are to 
be converted, the number of Class B Common Shares into which those shares will 
be converted, the expected date of closing of and details regarding the Initial 
Public Offering and the place or places in Canada at which holders of Class A 
Common Shares may present and surrender the certificate or certificates 
representing such shares for conversion. 
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5.6 Reservation of Shares Issuable Upon Conversion. 

The Corporation shall at all times keep available out of its authorized but unissued Class B 
Common Shares, solely for the purpose of effecting the conversion of the Class A Common 
Shares in accordance herewith, such number of Class B Common Shares as shall from time to 
time be sufficient to effect the conversion of all outstanding Class A Common Shares into 
Class B Common Shares; and if at any time the number of authorized but unissued Class B 
Common Shares or other securities or property shall not be sufficient to effect the conversion of 
all then outstanding Class A Common Shares, in addition to such other remedies as shall be 
available to the holder of such Class A Common Shares, the Corporation will take such corporate 
action as may, in the opinion of its counsel, be necessary to increase its authorized but unissued 
Class B Common Shares to such number of shares as shall be sufficient for such purposes, 
including, without limitation, engaging in commercially reasonable efforts to obtain the requisite 
shareholder approval of any necessary amendment to its articles of incorporation. 

5.7 Change 

None of the Class B Common Shares or the Class A Common Shares shall be subdivided or 
consolidated or otherwise changed unless, contemporaneously therewith, the issued shares of 
such other class of shares are subdivided or consolidated or otherwise changed to give effect to 
the intent of these Articles. 

5.8 Other 

Other than as expressly provided for in these Class A Common Share provisions and the Class B 
Common Share provisions, respectively, the Class A Common Shares and the Class B Common 
Shares shall be identical in all respects and, without limiting the generality of the foregoing, no 
rights of any kind shall be conferred by the Corporation upon the holders of either of such 
classes of shares unless the same rights are conferred on the holders of the other class of shares, 
without distinction as to the class of share held. 

ARTICLE6 
MISCELLANEOUS 

6.1 Distributions Other than Cash 

Where payments which are to be made hereunder are payable in securities or property other than 
cash, the value of such securities or other property is their Fair Market Value. 

6.2 Notice Entitlement 

The· holders of the Class A Common Shares of the Corporation shall be entitled to receive not 
less than ten (10) days notice in writing on the occurrence of a proposal to change the banking 
services of the Corporation 
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PART 3: CLASS B COMMON SHARE PROVISIONS 

The rights, privileges, restrictions and conditions of the Class B Common Shares are as set out 
below. 

1.1 Entitlement to Vote 

ARTICLE 1 
VOTING RIGHTS 

(a) Each holder of Class B Common Shares is entitled to receive notice of and to 
attend all meetings of shareholders of the Corporation and to vote at such 
meetings, except meetings at which only holders of a specified class of shares 
(other than Class B Common Shares) or specified series of shares are entitled to 
vote. 

(b) At all meetings of which notice must be given to the holders of the Class B 
Common Shares, each holder of Class B Common Shares is entitled to the 
number of votes that is equal to the Class B Common Share Vote in respect of 
each Class B Common Share so held. 

1.2 Single Class 

Except as otherwise provided in these Class B Common Share provlSlons or required by 
applicable law, the holders of Class B Common Shares will vote together with the holders of 
Class A Common Shares and any other class of shares as a single class on all matters submitted 
to a vote of shareholders. 

1.3 Exceptions to Class Voting 

The holders of Class B Common Shares are not entitled to vote separately as a class upon, and 
are not entitled to dissent rights in respect of (but for greater certainty are entitled to vote 
against), any proposal to amend the articles of the Corporation to: 

(a) increase or decrease any maximum number of authorized Class B Common 
Shares, or increase any maximum number of authorized shares of a class or series 
having rights or privileges equal or superior to the Class B Common Shares; or 

(b) create a new class or series of shares equal or superior to the Class B Common 
Shares. 

2.1 Entitlement to Dividends 

ARTICLE2 
DIVIDENDS 

(a) The holders of Class B Common Shares are entitled, subject to the rights, 
privileges, restrictions and conditions attaching to any other class or series of 
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shares of the Corporation, to receive dividends if, as and when declared by the 
board of directors of the Corporation. 

(b) Subject to any rights, privileges, restrictions and conditions attaching to any other 
class or series of shares of the Corporation, no dividend (including stock 
dividends) or other distribution will be paid, declared or set apart for payment in 
respect of the Class B Common Shares unless a corresponding dividend is paid or 
declared and set apart for payment in respect of the Class A Common Shares. 
Dividends shall be paid, declared or set apart for payment on the Class A 
Common Shares and the Class B Common Shares in accordance with the 
Proportionate Interest applicable to each class. 

ARTICLE3 
LIQUIDATION, DISSOLUTION AND WINDING-UP 

3.1 Liquidation, Dissolution and Winding-Up 

(a) Prior to the Redemption Notice, upon the liquidation, dissolution or winding-up 
of the Corporation, the holders of Class A Common Shares shall first be entitled 
to receive in priority to the holders of Class B Common Shares, (i) the Aggregate 
Class A Common Redemption Amount; and (ii) the Aggregate Class A Common 
Share Catch-Up Amount. Any assets thereafter remaining shall be distributed 
among the holders of the Class A Common Shares and the Class B Common 
Shares in accordance with the Proportionate Interest applicable to each class. 

(b) Following the Redemption Notice, upon the liquidation, dissolution or winding
up of the Corporation, any assets remaining shall be distributed among the holders 
of the Class A Common Shares and the Class B Common Shares in accordance 
with the Proportionate Interest applicable to each class. 

ARTICLE4 
CHANGES TO CLASS A COMMON SHARES AND CLASS B COMMON SHARES 

4.1 Change 

None of the Class A Common Shares or the Class B Common Shares shall be subdivided or 
consolidated or otherwise changed unless, contemporaneously therewith, the issued shares of 
such other class of shares are subdivided or consolidated or otherwise changed to give effect to 
the intent of these Articles. 

4.2 Other 

Other than as expressly provided for in these Class B Common Share provisions and the Class A 
Common Share provisions, respectively, the Class A Common Shares and the Class B Common 
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Shares shall be identical in all respects and, without limiting the generality of the foregoing, no 
rights of any kind shall be conferred by the Corporation upon the holders of either of such 
classes of shares unless the same rights are conferred on the holders of the other class of shares, 
without distinction as to the class of share held. 

ARTICLES 
MISCELLANEOUS 

5.1 Distributions Other than Cash 

Where payments which are to be made hereunder are payable in securities or property other than 
cash, the value of such securities or other property is their Fair Market Value. 

5.2 Notice Entitlement 

The holders of the Class B Common Shares of the Corporation shall be entitled to receive not 
less than ten (10) days notice in writing on the occurrence of a proposal to change the financial 
year end of the Corporation 

TOR_LAW\ 8663235\8 
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07119 (2011105) 

6, The amendment has been duly authorized as required by sections 168 and 170 (as applicable) of the Business 
Corporations Act. 
La modification a ete dOment autorlsee conformemenl aux articles 160 el 170 (selon le cas) de la Loi sur /es 
societes par actions. 

7. The resolullon authorizing !he amendment was approved by 1he shareholders/directors (as applicable) of the 
corporation on 
Les acllonnalres au les admlnlstrateurs (selon le cas) de la soclele ont approuve la resolullon autorlsant la 
modification le 

c/tJIJ..-, 
(Year. Month, o:y) 
(ennee. mois, jour) 

{) 7-J 
I 

These articles are signed in duplicate. 
I.es presents staluls sont stgnes en double eicemplalre. 

DJGITAL UNDERGROUND MEDIA INC. 

(Print name of corporation from Article 1 on page 1) 
(Veuillcz cortr le nom de la soclele de l'article un a 111 page une) 

By/ 
Par: 

ci:)~~'-'--~ ':J 
(Signature) 
(Signature) 

Oswald Kenneth Bicknell, President 
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1.01 

BY-LAWN0.1 

A by-law relating generally to the transaction 
of the business and affairs of 

DIGITAL UNDERGROUND MEDIA INC. 

(hereinafter called the "Corporation") 

Section 1 
INTERPRETATION 

Definitions: In this by-law, unless the context otherwise requires: 

(a) "Act" means the Business Corporations Act, as amended or re
enacted from time to time; 

(b) "articles" means the original or restated articles of incorporation, 
articles of amendment, articles of amalgamation, articles of 
arrangement, articles of continuance, articles of dissolution, 
articles of reorganization, articles of revival and includes any 
amendments thereto; 

( c) "board" means the board of directors of the Corporation; 

(d) "by-law" means any by-law· of the Corporation as from time to 
time in force and effect; 

( e) "resident Canadian" means an individual who is1 

(i) a Canadian citizen ordinarily resident in Canada, 

(ii) a Canadian citizen not ordinarily resident in Canada who is 
a member of a prescribed class of persons, or 

(iii) a permanent resident within the meaning of the 
Immigration Act (Canada) and ordinarily resident in 
Canada ("resident canadien"); 

(f) "unanimous shareholder agreement" means a written agreement 
among all the shareholders of the Corporation or among all the 
shareholders and one or more persons who are not shareholders, or 
a written declaration of the beneficial holder of all of the issued 
shares of the Corporation that restricts in whole or in part the 
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power of the directors to manage or supervise the management of 
the business and affairs of the Corporation; 

(g) All terms contained in the by-laws which are defined in the Act 
shall have the meanings given to such terms in the Act save as 
specifically provided herein to the contrary. 

1.02 Interpretation: Words importing the singular number only shall 
include the plural and vice versa; words importing masculine gender shall include the 
feminine and neuter genders. Wherever reference is made in this or any other by-law or 
in any special resolution of the Corporation to any statute or section thereof, such 
reference shall be deemed to extend and refer to any amendment or to re-enactment of 
such statute or section, as the case may be. 

Section 2 
GENERAL 

2.01 Cornorate Seal: The Corporation may have a corporate seal which 
the directors may by resolution from time to time adopt. 

2.02 Fiscal Period: The fiscal period of the Corporation shall terminate on such 
day in each year as the board of directors may from time to time by resolution determine. 

2.03 Execution of Documents: Contracts, documents, share certificates or 
any instruments in writing requiring the signature of the Corporation may be signed by 
any one of the directors or officers of the Corporation and all contrads, documents, share 
certificates and instruments in writing so signed, shall be binding upon the Corporation 
without any further authorization or formality .. Notwithstanding this, the board may at 
any time and from time to time direct the manner in which and the person or persons by 
whom any particular deed, transfer, contract or'obligation or any class .of deeds, transfers, 
contracts or obligations may be signed. 

Section 3 
DIRECTORS 

3.01 Powers: Subject to any unanimous shareholder agreement, the board 
shall manage, or .mpervise the management of, the business and affairs of the 
Corporation. The board may exercise all such powers and do all such acts and things as 
may be exercised or done by the Corporation and are not by the Act, the articles, the by
laws, a unanimous shareholder agreement, any special resolution of the Corporation or by 
statute expressly directed or required to be done in some other manner. 

3.02 Election and Term: Subject to subsection 120(a) of the Act, the election 
of directors shall take place at the first meeting of shareholders after the effective date of 
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this by-law, and at each succeeding annual meeting at which an election of directors is 
required. The directors shall hold office for a term expiring not later than the close of the 
third annual meeting of shareholders following the election. A director not elected for an 
expressly stated term ceases to hold office at the close of the first annual meeting of 
shareholders following his election. Incumbent directors, if qualified, shall be eligible for 
re-election. If an election of directors is not held at the proper time the directors shall 
continue in office i 1~1til their successors are elected. 

Section 4 
MEETING OF DIRECTORS 

4.01 Calling of Meetings: Meetings of the board shall be held from time to 
time at such place within or outside Ontario as the Chairman of the Board, the President 
or a majority of the directors may determine. A meeting of the board may be convened 
by the Chairman of the Board, the President or any one director at any time and the 
Secretary shall, upon direction from any of the foregoing, convene a meeting of the 
board. 

4.02 Notice of Meeting: Notice of the time and place of each meeting of the 
board shall be given in the manner provided in section 9.01 to each director not less than 
forty-eight hours before the time when the meeting is to be held. A notice of a meeting 
of directors need not specify the purpose of or the business to be transacted at the meeting 
except where the Act requires such purpose or business to be specified. A director may 
in any manner and at any time waive notice of or otherwise consent to a meeting of the 
board and attendance of a director at a meeting of directors is a waiver of notice of the 
meeting except where a director attends a meeting for the express purpose of objecting to 
the transaction of any business on the grounds that the meeting is not lawfully called. 

4.03 Meetings by Telephone or Electronic Facilities:· If all ·the directors 
present at or participating in the meeting consent, a director or all of the directors may 
participate in a meeting of the board or of a ·committee of the board. by means of such 
telephone, electronic or other communications facilities as permit all persons 
participating in the meeting to communicate with each other simultaneously and 
instantaneously, and any director participating in such a meeting by such means is 
deemed to be present at the meeting. Any such consent shall be effective whether given 
before or after the meeting to which it relates and may be given with respect to all 
meetings of the board and of committees of the board held while a director holds office. 
For the purpose hereof, participation in a meeting by such means shall be deemed to be 
such consent. If a majority of the directors participating in such a meeting are then in 
Canada the meeting shall be deemed to have been held in Canada. 

4.04 Quorum: Subject to any unanimous shareholder agreement, a quorum 
at any meeting of directors shall be a majority of the directors. 
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4.05 Chairman of Meetings: Subject to the provisions of any resolution 
of the directors specifying the duties of the Chairman of the Board hereof, the President 
(if he is a director and if he is present), shall preside as chairman at all meetings of the 
board. In the absence of a President who is a director, the directors present shall choose 
one of their number to be chairman of the meeting. 

4.06 Votes to Govern: All questions ansmg at any meeting of directors 
shall, subject to any unanimous shareholder agreement, be decided by a majority of the 
votes cast on the question. 

4.07 Committees of Directors: Directors may appoint from their number a 
committee of directors and delegate to such committee any of the powers of the directors 
except those which, under the Act, a committee of directors has no authority to exercise. 
If the directors appoint a committee of directors, a majority of the members of the 
committee must be resident Canadians. The meetings and proceedings of the committee 
shall be governed by the provisions of the by-laws of the Corporation for regulating the 
meetings and proc.;edings of the directors as far as the same are applicable thereto. 

Section 5 
OFFICERS 

5.01 Appointment: Subject to the Act and to any unanimous 
shareholder agreement, the board may from time to time designate the offices of the 
Corporation, appoint officers, specify their duties and delegate to them powers to manage 
the business and affairs of the Corporation. None of the officers, except the Chairman of 
the Board, if any, need be a director of the Corporation. Two or more offices of the 
Corporation may be held by the same person. 

5.02 Chairman of the Board: The Chairman of the Board '(if any) shall, 
when present, preside at all meetings of the directors and shareholders and of any 
committee of directors; he shall sign such contracts, documents or instruments in writing 
as may require his signature in accordance with the by-laws and shall have such other 
powers and duties as may from time to time be assigned to him by the board of directors. 

5.03 Pre~,!dent: If appointed, the President shall be the chief executive 
officer of the Corporation and, subject to the authority of the board, shall exercise general 
supervision of the business and affairs of the Corporation; and he shall have such other 
powers and duties as the board may specify. In the absence of the Chairman of the 
Board, if any, the President shall, when present, chair all meetings of the directors and the 
shareholders and of any committee of directors. 

5.04 Vice-President: In the absence or disability or refusal to act of the 
President, a Vice-President may be vested with all the powers and may perform all the 
duties of the President, or if there is more than one Vice-President, by the Vice-President 

175



- 5 -

in order of seniority or designation (as determined by the board), except that no Vice
President shall preside at a meeting of the board unless he is also a director. 

5.05 Secretary: The Secretary shall attend and be the Secretary of all 
meetings of the board, shareholders and committees of the board and shall enter or cause 
to be entered in re('.mds kept for that purpose minutes of all proceedings thereat; he shall 
give or cause to be given, as and when instructed, all notices to shareholders, directors, 
officers, auditors and members of committees of the board; he shall be the custodian of 
all books, papers, records, documents and instruments belonging to the Corporation, 
except when some other officer or agent has been appointed for that purpose; and he shall 
have such other powers and duties as the board may specify. 

5.06 Treasurer: The Treasurer shall keep or cause to be kept proper 
accounting records in compliance with the Act and shall be responsible for the deposit of 
money, the safekeeping of securities and the disbursement of the funds of the 
Corporation; he shall render to the board whenever required an account of all his 
transactions as Treasurer and of the financial position of the Corporation; and he shall 
have such other powers and duties as the board may specify or as are incident to his 
office. 

5.07 Managing Director: The directors may appoint from their number a 
managing director who is a resident Canadian and, subject to the Act and any unanimous 
shareholder agreement, may delegate to such managing director any of the powers of the 
board. 

Section 6 
PROTECTION OF DIRECTORS, OFFICERS AND OTHERS 

6.01 Limitation of Liability: Every director and officer of the Corporation 
in exercising their powers and discharging theii duties shall act honestly and in good faith 
with a view to the best interest of the Corporation and shall exercise the care, diligence 
and skill that a reasonably prudent person would exercise in comparable circumstances. 
Subject to the foregoing, no director or officer shall be liable for the acts, omissions, 
failures, neglects or defaults of any other director, officer or employee, or for joining in 
any act for conformity, or for any loss, damage or expense suffered or incurred by the 
Corporation through the insufficiency or deficiency of title to any property acquired by 
the Corporation or for or on behalf of the Corporation, or for the insufficiency or 
deficiency of any security in or upon which any of the moneys of the Corporation shall be 
invested, or damage arising from the bankruptcy, insolvency, or tortious act of any person 
with whom any of the moneys, securities or effects of the Corporation shall be deposited, 
or for any loss occasioned by any error of judgment or oversight on his or her part, or for 
any other loss, damage or misfortune which shall happen in the execution of the duties of 
his or her office or in relation thereto. Nothing herein shall relieve any director or officer 
from the duty to art in accordance with the Act and the regulations thereunder or from 
liability for any breach thereof. 
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6.02 Indemnity: Subject to the limitations contained in the Act, the 
Corporation shall indemnify a director or officer, a former director or officer of the 
Corporation, or a person who acts or acted at the Corporation's request as a director or 
officer of a body corporate of which the Corporation is or was a shareholder or creditor 
and his heirs or legal representatives, against all costs, charges and expenses, including an 
amount paid to settle an action or satisfy a judgment, reasonably incurred by him in 
respect of any civil, criminal or administrative action or proceeding to which he is made a 
party by reason of being or having been a director or officer of the Corporation or such 
body corporate, if: 

(a) he acted honestly and in good faith with a view to the best interests 
of the Corporation; and 

(b) in the case of a criminal or administrative action or proceeding that 
is enforced by a monetary penalty, he had reasonable grounds for 
believing that his conduct was lawful. 

6.03 Right to Indemnification: The Corporation shall also indemnify an 
individual referred to in section 6.02 in such other circumstances as the Act or law 
permits or requires. Nothing in these by-laws shall limit the right of any person entitled 
to indemnity to claim indemnity apart from the provisions of these by-laws. 

6.04 Insurance: Subject to the limitations contained in the Act, the 
Corporation may purchase and maintain insurance for the benefit of any individual 
referred to in section 6.02 as the board may from time to time determine. 

Section 7 · .. 
MEETINGS OF SHAREHOLDERS 

7.01 Calling of Meetings: The directors of the Corporation shall call an annual 
meeting of shareholders not later than eighteen (18) months after the Corporation comes 
into existence and subsequently not later than fifteen (15) months after holding the last 
preceding annual meeting. The directors of the Corporation may at any time call a 
special meeting o: shareholders. The Secretary shall cause notice of a meeting of 
shareholders to be given in accordance with section 7.03 hereof when directed to do so by 
the board or the President. 

7.02 Place of Meetings: Subject to the articles and any unanimous 
shareholder agreement, meetings of shareholders shall be held at such place in or outside 
Ontario as the directors determine or at the registered office of the Corporation. 

7.03 Notice of Meetings: Notice o:f the time and place of each meeting of 
shareholders shall be given by the Secretary of the Corporation in the manner provided in 
section 9.01 hereof not less than ten (10), nor more than fifty (50) days before the date of 
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the meeting to each director, to the auditor and to each shareholder entitled to vote at the 
meeting. A shareholder may in any manner and at any time waive notice of or otherwise 
consent to a meeting of shareholders. 

7.04 Meetings Without Notice: A meeting of shareholders may be held 
without notice at any time and place permitted by the Act: 

(a) if all the shareholders entitled to vote thereat are present in person 
or represented by proxy or if those not present or represented by 
proxy waive notice of or otherwise consent to such meeting being 
held; and 

(b) if the auditors and the directors are present or waive notice of or 
otherwise consent to such meeting being held. 

At such a meeting any business may be transacted which the Corporation 
at a meeting of shareholders may transact. 

7.05 Meetings by Electronic Means: A meeting of shareholders may be 
held by telephone or electronic means and a shareholder who, through those means, votes 
at the meeting or establishes a communications link to the meeting shall be deemed to be 
present at the meeting. 

7.06 Chairman and Secretary: Subject to the provisions of this section and 
of section 5.02 hceof, the President shall preside as chairman at each meeting of the 
shareholders. In the event that the President is not present within fifteen (15) minutes 
from the time fixed for holding the meeting, or is unable or refuses to preside as 
Chairman at such meeting, the persons present and entitled to vote shall choose one of 
their number to be chairman. The Secretary shall. he the secretary of any meeting of 
shareholders. If the Secretary is absent, the chairman shall appoint som.e person, who 
need not be a shareholder, to act as Secretary of the meeting. · 

7.07 Persons Entitled to be Present: The only persons entitled to be 
present at a meeting of the shareholders shall be those entitled to vote thereat, the 
directors and auditors of the Corporation and others who, although not entitled to vote, 
are entitled or required under any provision of the Act or the articles or by-laws to be 
present at the meeting. Any other person may be admitted only on the invitation of the 
chairman of the meeting or with the consent of the meeting. 

7.08 Quorum: Subject to any unanimous shareholder agreement, the 
holders of a majority of the shares entitled to vote at a meeting of shareholders, whether 
present in person or represented by proxy, constitute a quorum, irrespective of the 
number of persons actually present at the meeting. No business shall be transacted at any 
meeting while a quorum is not present. If the Corporation has only one (1) shareholder 
or only one (1) shareholder of any class or series of shares, the shareholder present in 
person or represented by proxy constitutes a meeting. 
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7.09 Proxies: Every shareholder entitled to vote at a meeting of 
shareholders may appoint a proxyholder, or one or more alternate proxyholders, who 
need not be shareholders as the shareholder's nominee, to attend and act at the meeting in 
the manner, to the extent authorized and with the authority conferred by the proxy. A 
proxy shall be in writing executed by the shareholder or his duly appointed attorney and 
shall conform with the requirements of the Act. 

7.10 Votes to Govern: At any meeting of shareholders every question 
shall, unless otherwise required by the Act, the articles, by-laws or any unanimous 
shareholder agreement, be determined by the majority of the votes cast on the question. 

7.11 Show of Hands: Subject to the provisions of the Act, any question at 
a meeting of shareholders shall be decided by a show of hands unless a ballot thereon is 
required or demanded as hereinafter provided. Whenever a vote by show of hands shall 
have been taken upon a question, unless a ballot thereon is so required or demanded, a 
declaration by the chairman of the meeting that the vote upon the question has been 
carried or carried by a particular majority or not carried and an entry to that effect in the 
minutes of the meeting shall be prima facie evidence of the fact without proof of the 
number or proportion of the votes recorded in favour of or against any resolution or other 
proceeding in respect of the said question, and the result of the vote so taken shall be the 
decision of the shareholders upon the said question. 

7.12 Ballots: On any question proposed for consideration at a meeting of 
shareholders, and whether or not a show of hands has been taken thereof, any shareholder 
or proxyholder entitled to vote at the meeting may require or demand a ballot. A ballot 
so required or demanded shall be taken in such manner as the chairman shall direct 
except if the ballot be demanded on the election ·of a chairman or on the question or 
adjournment or termination, in which event the ballot shall be taken forthwith without 
adjournment. A requirement or demand for a ballot may be withdrawn at ·any time prior 
to the taking of the ballot. If a ballot is takeri, each person present shall be entitled, in 
respect of the shares which he is entitled to vote at the meeting upon the question, to that 
number of votes provided by the Act or the articles, and the result of the ballot so taken 
shall be the decision of the shareholders upon the said question. 

Section 8 
SHARES AND TRANSFERS 

8.01 Lien for Indebtedness: If the articles of the Corporation provide that 
the Corporation has a lien on a share or shares registered in the name of a shareholder or 
the shareholder's personal representative for a debt of that shareholder to the 
Corporation, the right of the Corporation to the lien shall be noted conspicuously on 
every security certificate. The directors may refuse to permit the registration of a transfer 
of any share or share of the Corporation registered in the name of a shareholder who is 
indebted to the Corporation. Subject to the Act, the directors of the Corporation may 
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apply any dividends or other distributions paid or payable on or in respect of the share or 
shares in respect of which the Corporation has such a lien in repayment of the debt of that 
shareholder to the Corporation. 

8.02 Transfer of Shares: Subject to the provisions of the Act and subject to 
the restrictions on transfer (if any) set forth in the articles, by-laws and any unanimous 
shareholder agreement, shares of the Corporation shall be transferable on the books of the 
Corporation upon surrender of the certificate representing such shares properly endorsed 
or accomplished by a properly executed transfer. 

8.03 Defaced, Destroyed, Stolen or Lost Certificates: Where the owner of a 
share or shares of the Corporation claims that the certificate for such share or shares has 
been defaced, lost, apparently destroyed or wrongfully taken, the Corporation shall issue 
a new share certificate in place of the original share certificate on such terms as to 
indemnity, reimbursement of expenses and evidence of loss and of title as the board may 
from time to time prescribe, whether generally or in any particular case. 

Section 9 
NOTICES 

9.01 Method of Giving Notice: Any notice, communication or other 
document to be given by the Corporation to a shareholder, director, officer, or auditor of 
the Corporation under any provision of the Act, the articles or by-laws shall be 
sufficiently given if delivered personally to the person to whom it is to be given or if 
delivered to his latest address as shown in the records of the Corporation or if mailed by 
prepaid ordinary mail or airmail in a sealed envelope addressed to him at his latest 
address as shown in the records of the Corporation or if sent by any means of any 
telephonic, electronic or other communicatiqn facility; The Secretary may change the 
address on the records of the Corporation of any shareholder that produces· a written copy 
in accordance with any information believed by him to be reliable. A notice, 
communication or document so delivered shall be deemed to have been given when it is 
delivered personally or at the address aforesaid. A notice, communication or document 
so mailed shall be deemed to have been given on the fifth day after it is deposited in a 
post office or public letter box. A notice sent by any means of electronic or recorded 
telephonic communication shall be deemed to have been given when delivered to the 
appropriate communication corporation or agency or its representative for dispatch. 

Section 10 
MISCELLANEOUS 

10.01 Eff0;rtive Date: These by-laws shall come into force when made by 
the board and confirmed by the shareholders in accordance with the Act. 
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10.02 Paramountcy: In the event of any conflict between any provision 
of these by-laws and any unanimous shareholder agreement, the provisions of the 
unanimous shareholder agreement shall prevail to the extent of the conflict, and the 
directors and the shareholders shall amend these by-laws accordingly. 

EFFECTIVE as of the 6th dayof May '2010. 

TORDMS-#424496-v2 
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bG����È\̂P_d̂

G����Èc̀Pdc̀
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c��cPd̂cPcd
a��cP̀_bP̀\

[��cP̀̀]P][
\��cP̀]aP̀[

a��cP̀\bP̂_
a��cP̂[cPa[

_��cP̂_̂P\d
[��cP]_aPd\̀��

b_Hb_H
bcHbcH

b[Hb[H
b[Hb[H

baHbaH
baHbaH

baHbaH
baHbaH

[ccPa\̂[̀dP][̀
a\_P[]\âbPadc
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\�����d̀dP̀̀
[�����]̀aP_\̀�����

]b[P]̀^�����cP_\_P̂]̂��
cP_]cPaca��cPcb]P\̂

a��cPĉcP_b
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ĉP_d\ĉP_d\

ĉP_d\ĉP_d\
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Pdâ������������
baP__[���������baP_

_[�������baP_
_[���������baP_

_[�������baP_
_[���������baP

__[���������baP
__[���������baP

__[���������baP
__[���������baP

__[���������baP
__[���������ba

P__[����������ba
P__[����������ba

P__[���������ba
P__[����������

W���������������
W�������������

W���������������
W�������������

W���������������
W���������������

W���������������
W���������������

W���������������
W���������������

W���������������
W���������������

W���������������
W���������������

W���������������
aaPdba���������\P\

[̂���������aaPd
ba���������adP_

]̀�������aaPd
ba���������adP

_]̀���������aaP
dba���������aaP

dba���������adP
_]̀���������aaP

dba���������adP
_]̀���������aa

Pdba����������aa
Pdba����������\

P\[̂�����������aa
Pdba����������

P̂][d�����������P̂b
\_���������P̂]

[d�����������P̂[
b̀���������P̂]

[d�����������P̂
[b̀�����������P̂

][d�����������P̂
][d�����������P̂

[b̀�����������P̂
][d�����������P̂

[b̀�����������
P̂][d������������

P̂][d������������
P̂b\_�����������

P̂][d������������
bP]__�����������bP[

]̀���������bP[
d̀�����������bP_

c[���������bP̀̀
d�����������bP

b[b�����������bP̂
\\�����������bP̂

c_�����������bP
c̀b�����������bP

a]̂�����������bP
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Pà`��������

]P[̂P̂][̀�����]P]â
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P[ĉ�����_P[da

P̂a]�����_P̀\a
P̂__�����_P]]̂

P̀̀\�����_P]a_
P]\c�����

a_Ha_H
a_Ha_H

a_Ha_H
a_Ha]H

a_Ha_H
a_Ha_H

a_Ha_H
[P̀̂P̂aca[P̀b̂Pc

a_[P̀\cP̀aa
[P[̂]P_\][P[daP\

]\[P[aaP[]̂
[P][]Pc]̀[P]̀P̀à
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àP_dcàP_dc
a]P][aa]P][a

a]P][aa]P][a
a]P][aa]P][a

a]P][aa]P][a
a]P][aa]P][a

a]P][aa]P][a
]bP\ca]bP\ca

_̀Pbc[_̀Pbc[
_̀Pbc[_̀Pbc[

_̀Pbc[_̀Pbc[
_̀Pbc[_̀Pbc[

_̀Pbc[_̀Pbc[
_̀Pbc[_̀Pbc[

cbP\̀^dbPà^
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dbPà^dbPà^
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ÊcP\caGâ]P]d̂

bdcPd__[P̂̂_Pb[a
[PbdcP[ad

__dP̀bc��������_b_
P][b��������_ac
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_̂U[_aadUd]b
\bUda[

a]Uaaca]Ub̂\
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`Fb]̀Ù̀`
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Fb]̀Ù̀``
Fb]̀Ù̀``
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bUd[̂Ucà
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aUbâaUb̀`
aUbd_aUde\

aUd̂]aUd]d
aUdd\aUdc]

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
ee

ee
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UabdÛĉFaU\aaUed]
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]̀Ùè^]]_Udè
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]beU\̂d^̀cUb\
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]Uacc]Uab̀
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]Uacc]Uab̀
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FbU\âU][cFbUd̀_
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IN WITNESS WHEREOF the Parties have executed this Unanimous Shareholders Agreement. 

FORWARD DIMENSION CAPITAL 1 LLP 

By: R . {V\Mf~ 
Name: n,ol) """'"""'v 
Title: o ~1CH"1<>!:> ~"'G&n. • 

(Signature Page for Unanimous Shareholders Agreement) 
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By: 
'P>-<-C;--

Title: 'J:>\ 12.t=L-C.t>I\,_ • 

(Signature Page for Unanimous Shareholders Agreement) 
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OUM HOLDINGS INC. 

By:~~~ 
Name: ¥.. G;..-= q \ C-\<.. .,.'e\_:L ~, 
Title: y0 ..._<;>:~ e~'\c. ~ l:.!~o 

(Signature Page for Unanimous Shareholders Agreement) 
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Witn . ~ 

THE BICKNELL FAMILY TRUST, by its 
trustee 

By: 

Name: 

Title: 

Kenneth Bicknell 

(Signature Page for Unanimous Shareholders Agreement) 
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Witness Oliver Plett 

(Signature Page for Unanimous Shareholders Agreement) 
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~~.s_~ 
Witness 

{Signature Page for Unanimous Shareholders Agreement) 
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By: 

Name: AJ. Pt10L £tf5,T 
Title: PRE5t PE{IV-

Paul East 

(Signature Page for Unanimous Shareholders Agreement) 
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Witness 

Yv. k:o To I~' Vh o -\-o 

(Signature Page for Unanimous Shareholders Agreement) 
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_(£;__~_} 
Gyun Chae 

(Signature Page for Unanimous Shareholders Agreement) 
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6789502 MANITOBA LTD. 

By: 

Name: 

Title: 

(Signature Page for Unanimous Shareholders Agreement) 
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7 
~tness 

(Signature Page for Unanimous Shareholders Agreement) 
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DIGITAL UNDERGROUND MEDIA INC. 

(Signature Page for Unanimous Shareholders Agreement) 
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Request ID: 011873928 
Demande n°: 
Transaction !D: 040364244 
Transaction n°: 
Category JD: CT 
Categorie: 

This is to certify that 

Province of Ontario 
Province de !'Ontario 
Ministry of Government Services 
Ministere des Services gouvemementaux 

Date Report Produced: 2010/01/19 
Document produit le: 
Time Report Produced: 12:20:33 
lmprtmea: 

Certificate of Incorporation 
Certificat de constitution 

Ceci certifie que 

DIGITAL UNDERGROUND MEDIA INC. 

Ontario Corporation No. Numero matricule de la personne morale en 
Ontario 

is a corporation incorporated, 
under the laws of the Province of Ontario. 

These articles of incorporation 
are effective on 

002230983 

est une societe constituee aux termes 
des lois de la province de !'Ontario. 

Les presents statuts constitutifs 
entrent en vigueur le 

JANUARY 19 JANVIER, 2 0 1 0 

,£: ~ 
Director/Directrice 

Business Corporations Act/Loi sur les societes par actions 
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Request ID / De:rnande n° 

11878928 

FORM l 

BUSINESS CORPORATIONS ACT I 

Page: 1 

Ontario Corporation Number 
NumS.ro de la compagnie en Ontario 

2230983 

FORMULE NCJMERO 1 

LOI SUR LES SOCIETES PAR ACTXONS 

ARTICLES OF INCORPORATION 
STATUTS CONSTITUTIFS 

l. The noune of the corporation is: Denomination .sociaJ.e de la compagnie; 

DIGITAL UNDERGROUND MEDIA INC. 

2. The address of the registered office is: Adresse du siege social: 

181 BAY STREET Suite 2100 

{Street & Nw:nber, or R.R. N1.llllber & if Multi-Office Building give Room No.) 
(Rue et numSro, ou numSro de la -R.R. et, s'il s'a'E!it ed.i:fice a burea1,1, numero dti bureau) 

IORONTO ONTARIO 
CANADA MSJ 2 T3 

(Noo:ne of Municipality or Post Office) [Postal Code/Code postal) 
{Nom de la municipalit9 ou du bureau de poste) 

3. Number (or minimum and maximum 
number) of directors is1 

Minimwn 1 

4. ~he first director(s) is/are: 

First name, initials and surname 
PrSno.m, in.itiales et nom de :famille 

Address for service, giving Street & No. 
or R.R. No., Municipality and ~ostal Code 

* DREW 
CRAIG 

24 HAZELTON AVE. 

TORONTO ONTARIO 
CANADA M5R 2E2 

Nombre ( ou nombres minimal et maximal) 
d'administrateurs: 

Maximum 10 

Prernier(s) administrateur(s): 

Resident Canadian 
Resident Canadien 

State Yes or No 
Oui/Non 

Domicile e1u, y compris 1a rue et le 
numero, le numero de la R.R., ou le nom 
de la municipalitB et le code postal 

YES 

390



Request ID I Demande n~ 

11878928 

Page: 2 

Ontario Corporation Number 
Numero de ia compagnie en Ontario 

2230983 

5. Restrictions, i£ any, on business the corporation may carx:y on or on powers the 
corpor~tion may exercise. 
Limites; s'il y a lieu~ imposees aux activites co.mmerciales ou aux pouvoirs de la compagnie. 

No restrictions. 

6. The classes and any maxim\Jm number of shares that the corporation is authori~ed 
to issue: 
Categories et nombre maximal; s;il ya lieu, d'aations que la aompagnie est 
autoris§e a emettre: 

An unlimited number of common shares. 
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Request ID I Demande nQ 

11878928 

Page: 3 

Ontario Corporation Number 
NumSro de ia co.mpagnie en Ontario 

2230983 

7. Rights, privileges, restrictions and conditions (if any) attaching to each class of shares 
and directors authority with respect to any clasa of sharea which may be issued in series: 
Droits, privileses, restrictions et conditions, s'il y a lieu, rattaches a ahaque 
cat8gorie d'aations et pouvoirs des administrateurs relati£s a chaque cat6gorie d 1actions 
que peut etre Smise en serie: 

As prescribed by the Business Corporations Act. 
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Request ID I Demande n° 

11878928 

Page: 4 

Ontario Corporation Number 
Num§ro de la compagnie en Ontario 

2230983 

8. The issue, transfer or ownership of shares is/is not rest~icted and the restrictions (if any) 
are as follows: 
L~e.mission, le transfert ou la propriete d'actions est/n'est pas restreinte. Les 
restrictions, s~11 ya lieu, sont les suivantes: 

No shares issued by the Corporation shall be transferred without the 
approval of: 

(a) the directors of the Corporation, expressed by a resolution of the 
board of directors; 

or 

(b) the shareholders Of the Corporation, expressed by a resolution of 
the shareholders. 
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Request ID I Demande n° 

11878928 

9, Other provisions, (if any, are): 
AutreB dispos:it;;ions, s'il y a lieu: 

Page: 5 

Ontaiio Corporation Number 
N'um9ro de 1a compagnie en Ontario 

2230983 

It shall be a condition of these Articles that: 

1. The number of shareholders of the Corporation, exclusive of persons 
who are in its employment and exclusive of persons who, having been 
formerly in the employment of the Corporation, were, while in that 
employment, and have continued after the termination of that employment to 
be, shareholders of the Corporation, is limited to not more than fifty, two 
or more persons who are the joint registered owners of one or more shares 
being counted as one shareholder. 

2. Any invitation to the public to subscribe for securities of the 
Corporation is prohibited. 

3. No securities, other than non-convertible debt securities, shall be 
transferred without 

(a) the approval of 

(i) the directors of the Corporation, expressed by a resolution of the 
directors; or 

iiJ the shareholders of the Corporation, expressed by a resolution of the 
shareholders; or alternatively 

(b) compliance with the restrictions contained in any .security holders 1 

agreement if the transfer of such securities is restricted by a security 
holders 1 agreement. 
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Request ID I Demande n° 

11878928 

Page: 6 

Ontario Corporation Number 
NumSro de la compagnie en Ontario 

2230983 

10. ~he names and addresses of the incorporators are 
Nom et adresse des £ondateurs 

First name, initials and last name 
or corporate name 

Pr§nom, initiale et nom de 
f~ille cu denomination sociale 

Full address for service or address of registered of£ice or of principal place of business 
giving street & No. or R.R. No., l!Ulnicipality and postal code 
Domicile §lu, adresse du Biege social au adresse de i•etablissement principal, y compris 
la rue et le num§ro, le nUlllEiro de la R.R., le nom de la municipalit§ et le code postal 

* DREW CRAIG 

24 HAZELTON AVE. 

TORONTO ONTARIO 
CANADA MSR 2E2 

I ,• 
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2. The name of the corporation is changed to (if applicable): (Set out in BLOCK CAPITAL LETTERS) 
Nouvelle denomination sociale de la societe (s'll ya lieu) (ecrire en LETTRES MAJUSCULES SEULEMENT) : 
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3. Date of incorporation/amalgamation: 
Date de la constitution cu de la fusion : 

(Year, Month, Day} 
(annee, mois, jour) 
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! 

I 
I 

-

I 

20 10/0l/19 

I 
I 

L_ 

4 . Complete only if there Is a change in the number of directors or the minimum I maximum number of directors. 
II faut remplir cette partie seulement si le nombre d'administrateurs ou si le nombre minimal ou maximal 
d'adminlstrateurs a change. 

Number of directors is/are: 
Nombre d'administrateurs : 

Number 
Nombre 

or 
OU 

minimum and maximum number of directors is/are: 
nombres mjnjmum et maximum d'adminislrateurs : 

minimum and maximum 
minimum et maximum 

5. The articles of the corporation are amended as follows: 
Les statuts de la soclete sent modifies de la fai;:on suivante : 

See attached pages lA - lB 
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(a) To create an unlimited number of Preferred shares; 

(b) To declare that the authorized capital of the Corporation after giving effect 
to the foregoing shall consist of an unlimited number of Common shares 
and an unlimited number of Preferred shares; 

( c) To attach to the Preferred! shares and the Common shares the following 
rights, privileges, restrictions and conditions: 

Common Shares 

1. The holders of the common shares shall be entitled to receive, as and when 
properly declared by the board of directors of the Corporation dividends on the 
common shares at any time outstanding which the directors may determine to 
declare and pay in any fiscal year of the Corporation. 

2. In the event of the liquidation, dissolution or winding up of the Corporation, 
whether voluntary or involuntary, the holders of the common shares shall be 
entitled to receive the remaining property and assets of the Corporation. 

3. At all meetings of the shareholders, the holders of the common shares of the 
Corporation shall be entitled to one (1) vote for each common share held by them. 

4. Any amendment to the articles of the Corporation to delete or vary any right, 
privilege, restriction or condition attaching to the common shares or to create 
shares ranking in priority to or on a parity with the common shares, in addition to 
the authorization by special resolution, shall be authorized by at least two-thirds 
(2/3) of the votes cast at a meeting of the holders of the common shares duly 
called for that purpose. 

Preferred Shares 

1. The holders of the Preferred Shares shall not be entitled to receive dividends. 

2. The holders of the Preferred Shares shall not be entitled as such to receive notice 
of or to attend any meeting of the shareholders of the Corporation and shall not be 
entitled to vote at any such meeting; the holders of the Special Shares shall, 
however, be entitled to notice of meetings of the shareholders called for the 
purpose of authorizing the dissolution of the Corporation or the sale, lease or 
exchange of all or substantially all the property of the Corporation other than in 
the ordinary course of business of the Corporation under subsection 184(3) of the 
Business Corporations Act, R.S.O. 1990, c. B. 16. 

3. In the event of the liquidation, dissolution or winding up of the Corporation, 
whether voluntary or involuntary, the holders of the Special Shares shall be 
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entitled to receive, before any distribution of any part of the assets of the 
Corporation among the holders of the common shares, an amount equal to the 
amount paid up thereon, and any dividends declared thereon and unpaid and no 
more. 

4. The Corporation may, upon giving notice as hereinafter provided, redeem the 
whole of the Preferred Shares on payment of the aggregate amount of $300,000. 
Not less than thirty (30) days notice in writing of such redemption shall be given 
by mailing such notice to the registered holders of the shares to be redeemed, 
specifying the date and place or places of redemption. If notice of any such 
redemption be given by the Corporation in the manner aforesaid and an amount 
sufficient to redeem the shares be deposited with any trust company or chartered 
bank in Canada, as specified in the notice, on or before the date fixed for 
redemption. Notice of such redemption may be waived by the holders of the 
Preferred Shares to be redeemed. 

5. The holders of Preferred Shares shall be entitled to require the Corporation to 
redeem at any time after a minimum of two years after the initial date of issuance 
of the Preferred Shares, all of the Preferred Shares registered in the name of such 
holder on the books of the Corporation by tendering to the Corporation at its 
registered office share certificates representing the Preferred Shares which the 
registered holder desires to have the Corporation redeem together with a request 
in writing specifying that the registered holder desires to have the Preferred 
Shares represented by such certificate redeemed by the Corporation, the aggregate 
price to be paid upon such redemption to be the amount ofr $300,000. The 
Corporation shall tender payment in full for such Preferred Shares within thirty 
(30) days ofreceipt of notice from the registered holder of the Preferred Shares. 

TORDMS-#424429-vl 
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07 119 (2008/06) 

6. The amendment has been duly authorized as required by sections 168 and 170 (as applicable) of the Business 
Corporations Act. 
La modification a ete dOment autorisee conformement aux articles 168 et 170 (selon le cas) de la Loi sur !es 
societes par actions. 

7. The resolution authorizing the amendment was approved by the shareholders/directors (as applicable) of the 
corporation on 
Les actionnaires ou Jes administrateurs (selon le cas) de la societe ont approuve la resolution autorisant la 
modification le 

(Year, Month, Day) 
(annee. mois, jour) 

These articles are signed in duplicate. 
Les presents statuts sont slgnes en double exemplaire. 

2010/ ti5/0<o 

DIGITAL UNDERGROUND MEDIA INC. 
(Print name of corporation from Article 1 on page 1) 
(Veuillez ecrir le nom de la societe de !'article un a la page une). 

(Description of Office) 
(Fonction) 

Page 2 of/de 2 
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ARTICLES OF AMENl>M ENT 
STATUTS DE MODIFICATION 

1. The name of the corporation is: (Set out In BLOCK CAPITAL LETTERS) 

Ontario Corporation Number 
Numero de la soclete en Ontario 

2230983 

Denomination s;ociale actuelle de la societe (ecrire en LETTRES MAJUSCULES SEULEMENT) : 

DIGITAL UNDERGROUND MEDIA I NC . 

--- -- ---'--'----"'----'---'--L....-'----"--"--.....L.-L.....-"---'--L.....~ 

2. The name of the corporation is changed to (if applicable): (Set out in BLOCK CAPITAL LETTERS) 
Nouvelle denornin.ation sociale de la societe (s'il ya lieu) (ecrire en LETTRES MAJUSCULES SEULEMENT) : 

---- - --....--·-·-.......... -·---.----- - __ ,...._......._ --· 

3. Date of Incorporation/amalgamation: 
Date de la constitution ou de la fusion: 

2010-01 

4. Complete only if there is a Change in the number of directors or the minimum I maximum number of directors. 

5. 

II faut remplircette partle seulement sl le nombre d'administrateurs ou sl le nombre minimal ou maximal 
d'administra1eus a change. 

Number of directors is/are: 
Nombre d'adminis1rateurs : 

Number 
Nombre 

or 
OU 

minimum and maximum number of directors is/are: 
nombres minimum et maximum d'administrateurs : 

minimum and maximum 
minimum et maximum 

The articles ofttie corporation are amended as follows: 
Les statuts de las ociete sont modifies de la fa9on suivante : 

See attached pages IA to lP. 
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The Articles of the Corporation be and the same are hereby 
amended as follows: 

1. to create an unlimited number of Class A Common Shares; and 

2. to redesignate all of the authorized and issued and outstanding common 
shares of the Corporation as Class B Common Shares on the basis of 100 
Class B Common Shares for each common share outstanding, rounded to 
the nearest whole; 

3. to eliminate the preferred shares of the Corporation; 

4. to declare that effective immediately following the issuance of the 
Certificate of Articles of Amendment as provided herein the authorized 
capital of the Corporation shall consist of: 

(a) an unlimited number of Class A Common Shares; and 

(b) an unlimited number of Class B Common Shares; 

5. to provide that (i) the rights, privileges, restrictions and conditions 
attached to the Class B Common Shares are amended and restated as 
hereinafter set forth, and (ii) the Class A Common Shares shall have 
attached thereto the following rights, privileges, restrictions and 
conditions: 

PARTl: INTERPRETATION 

1.1 Definitions: 

For the purpose of these share provisions: 

"Act" means Business Corporations Act (Ontario); 

"Aggregate Class A Common Share Catch-Up Amount" means with respect to the 
Class A Common Shares, the Class A Common Share Catch-Up Amount in respect of all 
outstanding Class A Common Shares; 

"Aggregate Class A Common Redemption Amount" means, with respect to the 
Class A Common Shares of the Corporation, an amount equal to: 

(a) if, at the relevant time, the Equity Value in the Corporation is $30,000,000 or 
lower, the Investment Amount; 

(b) if, at the relevant time, the Equity Value in the Corporation is between 
$30,000,000.01 and $130,000,000.00, the amount determined by the formula: 

(A xB + C)xD 
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where: 
A= - 0.00000001; 
B =Equity Value; 
C = 1.3; and 
D = Investment Amount; 

and 

( c) if, at the relevant time, the Equity Value m the Corporation exceeds 
$130,000,000.01, $0; 

"Business" means, collectively, the business of the Corporation, carried on or to be 
carried on by the Corporation and its Subsidiaries, at any relevant time, including owning 
and operating a digital media advertising business and related infrastructure and 
businesses, including the development and operation of underground advertising systems 
in underground transit tunnels; 

"Class A Common Share Catch-Up Amount" means, at the relevant time: 

(a) where the IRR Threshold is or has been exceeded, nil; 

(b) where the IRR Threshold is and has not been exceeded, the amount necessary for 
the holders of Class A Common Shares outstanding at that time to have achieved 
the IRR Threshold upon the conclusion of the relevant liquidation, dissolution, 
winding up or Liquidity Event, as applicable. 

"Class A Common Share Percentage" has the meaning given to it in Section 5.2(b) of 
the Class A Common Share Provisions; 

"Class A Common Share Vote" means, at the relevant time, in respect of each Class A 
Common Share (i) in respect of a class vote, one vote; and (ii) at any other time, the 
number of votes determined by the following formula: 

where 

(Ex F) 
G 

E = the Class A Proportionate Interest; 

F = the aggregate number of Common Shares outstanding; and 

G = the aggregate number of Class A Common Shares outstanding; 

"Class A Common Shares" means class A common shares in the capital of the 
Corporation; 

2 

18 
402



"Class A Common Share Proportionate Interest" means, at the relevant time, the 
number given by the formula: 

(H x I)+ J 
(Hxl)+J+H+K 

where 

H the sum of (i) 541,813 (being the outstanding number of each of the Class A 
Common Shares and Class B Common Shares immediately following the 
Closing); plus (ii) the number of Class B Common Shares issued pursuant to any 
transactions contemplated by Section 4.8 of the Unanimous Shareholders' 
Agreement; 

I (i) prior to the Redemption Notice, 1.0; and (ii) following the Redemption Notice, the 
result of: (A) the Investment Amount immediately prior to the Redemption 
Notice; divided by (B) the hypothetical Investment Amount had the funding in 
respect of which the Redemption Notice was issued been completed; 

J the result of (i) the number of Class A Common Shares outstanding at the relevant 
time; minus (ii) 541,813 (being the outstanding number of Class A Common 
Shares immediately following the Closing); and 

K the result of (i) the number of Class B Common Shares outstanding at the relevant 
time; minus (ii) H; 

"Class B Common Share Proportionate Interest" means, at the relevant time, the 
number determined by (i) 1.0; minus (ii) the Class A Common Share Proportionate 
Interest; 

"Class B Common Share Vote" means, at the relevant time, in respect of each Class B 
Common Share (i) in respect of a class vote, one vote; and (ii) at any other time, the the 
number of votes determined by the following formula: 

where 

(LxM) 
N 

L = the Class B Common Share Proportionate Interest; 

M the aggregate number of Common Shares outstanding; and 

N = the aggregate number of Class B Common Shares outstanding; 

"Class B Common Shares" means class B common shares in the capital of the 
Corporation; 

"Closing" has the meaning given to it in the Subscription & Investment Agreement; 

3 
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"Common Shares" means the Class A Common Shares and the Class B Common 
Shares; 

"Control" means, when applied to the relationship between a Person or group of Persons 
and a corporation, the beneficial ownership by such Person(s) at the relevant time of 
shares of such corporation carrying more than the greater of (i) 50% of the voting rights 
ordinarily exercisable at meetings of shareholders of such corporation; and (ii) the 
percentage of voting rights ordinarily exercisable at meetings of shareholders of such 
corporation that are sufficient to elect a majority of the directors of such corporation, and 
the words "Controlled by", "Controlling" and similar words have corresponding 
meanings; provided that a Person or group of Persons who Control a corporation shall be 
deemed to Control a corporation which is Controlled by such corporation and so on; 

"Conversion Value" means the value of the equity in the Corporation as a going concern 
in a manner consistent with the value of the Corporation established for the purposes of 
the Initial Public Offering; 

"Corporation" means Digital Underground Media Inc.; 

"Equity Value" means: 

(a) the total amount of consideration (whether in the form of cash, securities or other 
property) delivered, paid, available to be paid or deemed to be available to be paid, as 
applicable, to the holders of Common Shares and any other class of shares in the capital 
of the Corporation, as determined: 

(i) pursuant to the liquidation, dissolution or winding up of the Corporation (taken 
as a single transaction); 

(ii) pursuant to a Liquidity Event transaction (other than an Initial Public 
Offering) where the consideration for such transaction was paid or is payable to 
the Corporation, as if the Corporation were deemed to make a liquidating 
distribution upon the consummation of such Liquidity Event transaction; or 

(iii) pursuant to a Liquidity Event transaction (other than an Initial Public 
Offering) where the consideration for such transaction was paid directly to the 
shareholders of the Corporation; or 

(b) in the case of an Initial Public Offering, the Conversion Value; or 

(c) in all other circumstances, the Fair Market Value of the Common Shares and any 
other class of shares in the capital of the Corporation. 

"Fair Market Value" means, in respect of assets other than securities, their fair market 
value as determined in good faith by the board of directors of the Corporation, and in 
respect of securities: 
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(a) if such securities are not subject to any statutory hold periods or contractual 
restrictions on transfer: 

(i) if traded on one or more securities exchanges or markets, the weighted 
average of the closing prices of such securities on the exchange or market 
on which the securities are primarily traded over the 30-day period ending 
three trading days prior to the relevant date; 

(ii) if actively traded over-the-counter, the weighted average of the closing bid 
or sale prices (whichever are applicable) over the 30-day period ending 
three trading days prior to the relevant date; or 

(iii) if there is no active public market, the fair market value of such securities 
as determined in good faith by the board of directors of the corporation, 
but no discount or premium is to be applied to their valuation on the basis 
of the securities constituting a minority block or a majority block of 
securities; or 

(b) if such securities are subject to statutory hold periods or contractual restrictions on 
transfer, or both, the fair market value of such securities as determined by 
applying an appropriate discount, as determined in good faith by the board of 
directors, to the value as calculated in accordance with subsection (a) above; but if 
any Majority Holders object to any determination by the board of directors of the 
Corporation and notify the board of directors of such objection within ten days of 
receiving notice of such determination, the Corporation and the Majority Holders 
will, within ten days following such ten-day period, jointly appoint an 
independent valuator that is a nationally recognized investment banking firm or 
business valuation firm with media advertising industry experience to determine 
the fair market value. If the Corporation and the Majority Holders cannot agree on 
the valuator with media advertising industry experience within such time period, 
then the Corporation and the Majority Holders will, within the next 10 days, 
jointly select an arbitrator to appoint such valuator with media advertising 
industry experience, failing which an arbitrator may be appointed in accordance 
with Section 10 of the Arbitration Act, 1991 (Ontario), and such arbitrator will 
select the valuator with media advertising industry experience who will determine 
the fair market value. The determination by the valuator of the fair market value is 
final and binding on the holders of Class A Common Shares, the holders of 
Class B Common Shares and the Corporation, absent manifest error. The costs of 
any such valuation shall be paid for by the Corporation unless otherwise 
determined by the arbitrator; 

"Initial Public Offering" means an initial public offering of any Common Shares or any 
common shares of any of the Corporation's Subsidiaries or the securities in the capital of 
another Person formed for the purpose of taking the Business public or another 
transaction, as a result of which (in either case) any Common Shares (or the securities in 
the capital of another Person issued in exchange for all outstanding shares and/or issued 
as consideration for the sale or transfer by the Corporation of all or substantially all of its 
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assets) or the shares of any Subsidiary are listed and posted for trading, traded or quoted 
on one or more of The Toronto Stock Exchange, the TSX Venture Exchange, the New 
York Stock Exchange, the NASDAQ National Market System or the AMEX Exchange or 
on such other exchange or quotation system as may be approved by the Corporation; 

"Investment Amount" the amount of consideration paid to the Corporation in exchange 
for the issuance the Class A Common Shares and any contributed surplus paid to the 
Corporation in respect of the Class A Common Shares prior to or at the relevant time; 

"IRR" means the compounded pre-tax internal rate of return, expressed as a percentage 
rate per annum, realized by the holder of the Class A Common Shares on the Investment 
Amount, taking into account, without duplication (i) all dividends paid on, returns of 
capital in respect of, or other distributions paid on the Class A Common Shares; and (ii) 
the amount of consideration receivable by such holder of Class A Common Shares in 
respect of such holder's Class A Common Shares in connection with a liquidation, 
dissolution, winding-up or Liquidity Event, as applicable; 

"IRR Threshold" means an IRR of7.5%; 

"Liquidity Amount" has the meaning given to it in Section 4.l(a) of the Class A 
Common Share provisions; 

"Liquidity Event" means: 

(a) the amalgamation or merger of the Corporation with another corporation, or an 
arrangement, reorganization or other transaction or series of transactions, pursuant 
to which the holders of voting securities of the Corporation immediately prior to 
the transaction or series of transactions hold, immediately after such transaction, 
directly or indirectly, less than 50% of the voting power to elect directors of the 
Corporation or the surviving corporation; 

(b) a sale, lease or other disposition of all or substantially all of the assets of the 
Corporation to a person at arm's length (within the meaning of the Income Tax 
Act (Canada); 

( c) an Initial Public Offering; or 

( d) a sale, exchange or other disposition of all or substantially all of the outstanding 
shares of the Corporation pursuant to which the holders of voting securities of the 
Corporation immediately prior to the transaction or series of transactions hold, 
immediately after such transaction, directly or indirectly, less than 50% of the 
voting power to elect directors of the Corporation or the surviving corporation; 

"Majority Holders" means the holders, at the relevant time, of: 

(a) at least more than 50% of the issued and outstanding Class A Common Shares; 
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(b) voting securities of the Corporation carrying in the aggregate more than 50% of 
the votes attached to all voting securities of the Corporation; 

"Person" includes any individual, sole proprietorship, partnership, lll1incorporated 
association, unincorporated syndicate, lll1incorporated organization, trust, body corporate, 
and a natural person in his capacity as trustee, executor, administrator, or other legal 
representative; 

"Proportionate Interest" means in respect of the Class A Common Shares, the Class A 
Common Share Proportionate Interest, and in respect of the Class B Common Shares, the 
Class B Common Share Proportionate Interest; 

"Redemption Notice" has the meaning given to it in the Subscription & Investment 
Agreement; and 

"Subscription & Investment Agreement" means the subscription and investment 
agreement dated on or about July 27, 2015 by and among the Corporation, Forward 
Dimension Capital 1 LLP, Drew Craig and Ken Bicknell as amended, restated or 
replaced from time to time in accordance with its terms. 

1.2 Meaning of "Subsidiary" 

For purposes of these share provisions, a corporation shall be a subsidiary (a "Subsidiary") of 
another corporation if: 

(a) it is Controlled by (i) that other, (ii) that other and one or more corporations each 
of which is Controlled by that other, or (iii) two or more corporations each of 
which is Controlled by that other; or 

(b) it is a Subsidiary of a corporation that is that other's Subsidiary. 
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PART 2: CLASS A COMMON SHARE PROVISIONS 

The rights, privileges, restrictions and conditions of the Class A Common Shares are as set out 
below. 

1.1 Entitlement to Vote 

ARTICLE 1 
VOTING RIGHTS 

(a) Each holder of Class A Common Shares is entitled to receive notice of and to 
attend all meetings of shareholders of the Corporation and to vote at such 
meetings, except meetings at which only holders of a specified class of shares or 
specified series of shares are entitled to vote. 

(b) At all meetings of which notice must be given to the holders of the Class A 
Common Shares, each holder of Class A Common Shares is entitled to the 
number of votes that is equal to the Class A Common Share Vote in respect of 
each Class A Common Share so held. , 

1.2 Single Class 

Except as otherwise provided in these Class A Common Share prov1s1ons or required by 
applicable law, the holders of Class A Common Shares will vote together with holders of 
Class B Common Shares and any other class of shares as a single class on all matters submitted 
to a vote of shareholders. 

1.3 Exceptions to Class Voting 

The holders of Class A Common Shares are not entitled to vote separately as a class upon, and 
are not entitled to dissent rights in respect of (but for greater certainty are entitled to vote 
against), any proposal to amend the articles of the Corporation to: 

(a) increase or decrease any maximum number of authorized Class A Common 
Shares, or increase any maximum number of authorized shares of a class or series 
having rights or privileges equal or superior to the Class A Common Shares; or 

(b) create a new class or series of shares equal or superior to the Class A Common 
Shares. 

2.1 Entitlement to Dividends 

ARTICLE2 
DIVIDENDS 

(a) The holders of Class A Common Shares are entitled, subject to the rights, 
privileges, restrictions and conditions attaching to any other class or series of 
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shares of the Corporation, to receive dividends if, as and when declared by the 
board of directors of the Corporation. 

(b) Subject to any rights, privileges, restrictions and conditions attaching to any other 
class or series of shares of the Corporation, and other than in respect of the 
payment of a dividend as contemplated by ARTICLE 4 of the Class A Common 
Share provisions, no dividend (including stock dividends) or other distribution 
will be paid, declared or set apart for payment in respect of the Class A Common 
Shares unless a corresponding dividend is paid or declared and set apart for 
payment in respect of the Class B Common Shares. Dividends shall be paid, 
declared or set apart for payment on the Class A Common Shares and the Class B 
Common Shares in accordance with the Proportionate Interest applicable to each 
class. 

ARTICLE3 
LIQUIDATION, DISSOLUTION AND WINDING-UP 

3.1 Liquidation, Dissolution and Winding-Up 

(a) Prior to the Redemption Notice, upon the liquidation, dissolution or winding-up 
of the Corporation, the holders of Class A Common Shares shall first be entitled 
to receive in priority to the holders of Class .B Common Shares, (i) the Aggregate 
Class A Common Redemption Amount; and (ii) the Aggregate Class A Common 
Share Catch-Up Amount. Any assets thereafter remaining shall be distributed 
among the holders of the Class A Common Shares and the Class B Common 
Shares in accordance with the Proportionate Interest applicable to each class. 

(b) Following the Redemption Notice, upon the liquidation, dissolution or winding
up of the Corporation, any assets remaining shall be distributed among the holders 
of the Class A Common Shares and the Class B Common Shares in accordance 
with the Proportionate Interest applicable to each class. 

4.1 Liquidity Events 

ARTICLE4 
LIQUIDITY EVENT 

In the event of a Liquidity Event where the nature of the transaction is such that the 
consideration (whether in the form of cash, securities or other property) in connection with such 
Liquidity Event would be: 

(a) receivable by the Corporation, then, upon the closing of such Liquidity Event, the 
Corporation will repurchase the outstanding Class A Common Shares for an 
amount equal to the total of all amounts that would be distributed in respect of the 
Class A Common Shares pursuant to ARTICLE 3 of these Class A Common 
Share provisions as if the Corporation were to make a liquidating distribution at 
that time (the "Liquidity Amount"); or 
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(b) receivable by the shareholders of the Corporation, then: 

(i) the Corporation will not permit such Liquidity Event to occur unless the 
transaction (or series of transactions) provides for the receipt by the 
holders of Class A Common Shares (through consideration received by the 
shareholders in connection with such transaction and/or a distribution by 
the Corporation) of an amount equal to the Liquidity Amount; or 

(ii) if the Corporation cannot prevent such Liquidity Event from occurring, the 
Corporation shall pay (by dividend or other distribution by the 
Corporation or otherwise) to the holders of Class A Common Shares an 
amount such that such payment, together with any amounts received by 
the holders of the Class A Common Shares from any other source in 
connection with the Liquidity Event, is an amount equal to the Liquidity 
Amount or, if the Corporation cannot legally pay such amounts in full at 
that time, it shall at that time and from time to time when possible, pay all 
amounts it is legally able to pay and any unpaid amount shall jncrease at a 
rate of 15% per annum, compounded annually until such unpaid amount is 
paid in full. 

Written notice of any proposed Liquidity Event stating an estimated payment date, the 
amount and form of the payments to be made to the holders of Class A Common Shares 
on repurchase of their shares, as a distribution by the Corporation or otherwise, and the 
place where such payments shall be made, shall be delivered to the holders of all classes 
and series of shares not less than 45 days prior to the proposed date of such proposed 
Liquidity Event (or, if such period of advance notice is impracticable, notice shall be 
provided as far in advance of the proposed Liquidity Event as possible). 

5.1 Automatic Conversion 

ARTICLES 
CONVERSION 

The Class A Common Shares automatically convert into Class B Common Shares immediately 
prior to the completion of an Initial Public Offering. 

5.2 Conversion Rate 

Each Class A Common Share is convertible into that number of Class B Common Shares 
calculated as follows: 

(a) determine the Conversion Value; 

(b) determine the amount that would be distributed to the Class A Common 
Shareholders if the Conversion Value were distributed to the holders of the 
Common Shares on a liquidation of the Corporation in accordance with 
ARTICLE 3 of these Class A Common Share provisions immediately before the 
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time of conversion, and express it as a percentage of the total Conversion Value 
(the "Class A Common Share Percentage"); and 

(c) divide (i) the product of (A) the number of Class B Common Shares outstanding 
immediately prior to the conversion; and (B) the Class A Common Share 
Percentage by (ii) the product of (A) the number of Class A Common Shares 
outstanding immediately prior to the conversion and (B) 100% minus the Class A 
Common Share Percentage. 

Upon the pricing of the Initial Public Offering, the Conversion Value will be determined in good 
faith by the board of directors of the Corporation; but if the Majority Holders object to any 
determination by the board of directors of the Corporation and notify the board of directors of 
such objection within ten days of receiving notice of such determination, the Corporation and the 
Majority Holders will, within ten days following such ten-day period, jointly appoint an 
independent valuator that is a nationally recognized investment banking firm or business 
valuation firm with media advertising industry expertise to determine the fair market value. If the 
Corporation and the Majority Holders cannot agree on the valuator within such time period, then 
the Corporation and the Majority Holders will, within the next 10 days, jointly select an 
arbitrator to appoint such valuator with media advertising industry expertise, failing which an 
arbitrator may be appointed in accordance with Section 10 of the Arbitration Act, 1991 (Ontario), 
and such arbitrator will select the valuator with media advertising industry expertise who will 
determine the fair market value. The determination by the valuator of the fair market value is 
final and binding on the holders of Class A Common Shares and holders of Class B Common 
Shares and the Corporation, absent manifest error. The costs of any such valuation shall be paid 
for by the Corporation unless otherwise determined by the arbitrator. 

5.3 Time of Conversion 

Conversion is deemed to be effected immediately prior to the completion of the Initial Public 
Offering. 

5.4 Effect of Conversion 

As at the time of the conversion of the Class A Common Shares: 

(a) the rights of a holder of Class A Common Shares as a holder of the converted 
Class A Common Shares shall cease; and 

(b) each Person in whose name any certificate for Class B Common Shares is 
issuable upon such conversion is deemed to have become the holder of record of 
such Class B Common Shares. 

5.5 Mechanics of Conversion 

(a) Upon the automatic conversion of any Class A Common Shares into Class B 
Common Shares, each holder of Class A Common Shares must surrender the 
certificate or certificates fonnerly representing that holder's Class A Common 
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Shares at the principal office of the Corporation or the office of any transfer agent 
for the Class B Common Shares. 

(b) Upon receipt by the Corporation of the certificate or certificates, the Corporation 
will issue and deliver to such holders of Class A Common Shares, promptly at the 
office and in the name shown on the surrendered certificate or certificates, a 
certificate or certificates for the number of Class B Common Shares into which 
such Class A Common Shares are converted. 

( c) The Corporation is not required to issue certificates evidencing the Class B 
Common Shares issuable upon conversion until certificates formerly evidencing 
the converted Class A Common Shares are either delivered to the Corporation or 
its transfer agent, or the holder of Class A Common Shares notifies the 
Corporation or such transfer agent that such certificates have been lost, stolen or 
destroyed, and executes and delivers an agreement to indemnify the Corporation 
from any loss incurred by the Corporation in com1ection with the loss, theft or 
destruction. 

( d) On the date upon which all Class A Common Shares are converted in accordance 
with the provisions hereof, each holder of Class A Common Shares will be 
deemed to have become a holder of Class B Common Shares for all purposes, 
notwithstanding any delay in the surrender of certificates representing the 
Common Shares into which such Class A Common Shares have been converted 
and all certificates representing the converted Class A Common Shares are 
deemed to represent the Class B Common Shares into which such Class A 
Common Shares are converted and all certificates representing Class A Common 
Shares will be deemed to have been cancelled. 

(e) If the board of directors of the Corporation expects, acting reasonably, that the 
Class A Common Shares will convert pursuant to the provisions of Section 5.1 of 
these Class A Common Share provisions, the Corporation will, at least 20 days 
before the date it reasonably believes will be the date of the automatic conversion, 
send by prepaid priority overnight courier or deliver, to each holder of Class A 
Common Shares a notice in writing of the intention of the Corporation to close an 
Initial Public Offering and thereby convert such shares. Accidental failure or 
omission to give that notice to one or more holders of Class A Common Shares 
will not affect the validity of such conversion, but if that failure or omission is 
discovered, the Corporation will send such notice promptly to any holder of 
Class A Common Shares that was not given notice. That notice will have the 
same force and effect as if given in due time. The notice will set out the number 
of Class A Common Shares held by the person to whom it is addressed that are to 
be converted, the number of Class B Common Shares into which those shares will 
be converted, the expected date of closing of and details regarding the Initial 
Public Offering and the place or places in Canada at which holders of Class A 
Common Shares may present and surrender the certificate or certificates 
representing such shares for conversion. 
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5.6 Reservation of Shares Issuable Upon Conversion. 

The Corporation shall at all times keep available out of its authorized but unissued Class B 
Common Shares, solely for the purpose of effecting the conversion of the Class A Common 
Shares in accordance herewith, such number of Class B Common Shares as shall from time to 
time be sufficient to effect the conversion of all outstanding Class A Common Shares into 
Class B Common Shares; and if at any time the number of authorized but unissued Class B 
Common Shares or other securities or property shall not be sufficient to effect the conversion of 
all then outstanding Class A Common Shares, in addition to such other remedies as shall be 
available to the holder of such Class A Common Shares, the Corporation will take such corporate 
action as may, in the opinion of its counsel, be necessary to increase its authorized but unissued 
Class B Common Shares to such number of shares as shall be sufficient for such purposes, 
including, without limitation, engaging in commercially reasonable efforts to obtain the requisite 
shareholder approval of any necessary amendment to its articles of incorporation. 

5.7 Change 

None of the Class B Common Shares or the Class A Common Shares shall be subdivided or 
consolidated or otherwise changed unless, contemporaneously therewith, the issued shares of 
such other class of shares are subdivided or consolidated or otherwise changed to give effect to 
the intent of these Articles. 

5.8 Other 

Other than as expressly provided for in these Class A Common Share provisions and the Class B 
Common Share provisions, respectively, the Class A Common Shares and the Class B Common 
Shares shall be identical in all respects and, without limiting the generality of the foregoing, no 
rights of any kind shall be conferred by the Corporation upon the holders of either of such 
classes of shares unless the same rights are conferred on the holders of the other class of shares, 
without distinction as to the class of share held. 

ARTICLE6 
MISCELLANEOUS 

6.1 Distributions Other than Cash 

Where payments which are to be made hereunder are payable in securities or property other than 
cash, the value of such securities or other property is their Fair Market Value. 

6.2 Notice Entitlement 

The· holders of the Class A Common Shares of the Corporation shall be entitled to receive not 
less than ten (10) days notice in writing on the occurrence of a proposal to change the banking 
services of the Corporation 
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PART 3: CLASS B COMMON SHARE PROVISIONS 

The rights, privileges, restrictions and conditions of the Class B Common Shares are as set out 
below. 

1.1 Entitlement to Vote 

ARTICLE 1 
VOTING RIGHTS 

(a) Each holder of Class B Common Shares is entitled to receive notice of and to 
attend all meetings of shareholders of the Corporation and to vote at such 
meetings, except meetings at which only holders of a specified class of shares 
(other than Class B Common Shares) or specified series of shares are entitled to 
vote. 

(b) At all meetings of which notice must be given to the holders of the Class B 
Common Shares, each holder of Class B Common Shares is entitled to the 
number of votes that is equal to the Class B Common Share Vote in respect of 
each Class B Common Share so held. 

1.2 Single Class 

Except as otherwise provided in these Class B Common Share provlSlons or required by 
applicable law, the holders of Class B Common Shares will vote together with the holders of 
Class A Common Shares and any other class of shares as a single class on all matters submitted 
to a vote of shareholders. 

1.3 Exceptions to Class Voting 

The holders of Class B Common Shares are not entitled to vote separately as a class upon, and 
are not entitled to dissent rights in respect of (but for greater certainty are entitled to vote 
against), any proposal to amend the articles of the Corporation to: 

(a) increase or decrease any maximum number of authorized Class B Common 
Shares, or increase any maximum number of authorized shares of a class or series 
having rights or privileges equal or superior to the Class B Common Shares; or 

(b) create a new class or series of shares equal or superior to the Class B Common 
Shares. 

2.1 Entitlement to Dividends 

ARTICLE2 
DIVIDENDS 

(a) The holders of Class B Common Shares are entitled, subject to the rights, 
privileges, restrictions and conditions attaching to any other class or series of 
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shares of the Corporation, to receive dividends if, as and when declared by the 
board of directors of the Corporation. 

(b) Subject to any rights, privileges, restrictions and conditions attaching to any other 
class or series of shares of the Corporation, no dividend (including stock 
dividends) or other distribution will be paid, declared or set apart for payment in 
respect of the Class B Common Shares unless a corresponding dividend is paid or 
declared and set apart for payment in respect of the Class A Common Shares. 
Dividends shall be paid, declared or set apart for payment on the Class A 
Common Shares and the Class B Common Shares in accordance with the 
Proportionate Interest applicable to each class. 

ARTICLE3 
LIQUIDATION, DISSOLUTION AND WINDING-UP 

3.1 Liquidation, Dissolution and Winding-Up 

(a) Prior to the Redemption Notice, upon the liquidation, dissolution or winding-up 
of the Corporation, the holders of Class A Common Shares shall first be entitled 
to receive in priority to the holders of Class B Common Shares, (i) the Aggregate 
Class A Common Redemption Amount; and (ii) the Aggregate Class A Common 
Share Catch-Up Amount. Any assets thereafter remaining shall be distributed 
among the holders of the Class A Common Shares and the Class B Common 
Shares in accordance with the Proportionate Interest applicable to each class. 

(b) Following the Redemption Notice, upon the liquidation, dissolution or winding
up of the Corporation, any assets remaining shall be distributed among the holders 
of the Class A Common Shares and the Class B Common Shares in accordance 
with the Proportionate Interest applicable to each class. 

ARTICLE4 
CHANGES TO CLASS A COMMON SHARES AND CLASS B COMMON SHARES 

4.1 Change 

None of the Class A Common Shares or the Class B Common Shares shall be subdivided or 
consolidated or otherwise changed unless, contemporaneously therewith, the issued shares of 
such other class of shares are subdivided or consolidated or otherwise changed to give effect to 
the intent of these Articles. 

4.2 Other 

Other than as expressly provided for in these Class B Common Share provisions and the Class A 
Common Share provisions, respectively, the Class A Common Shares and the Class B Common 
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Shares shall be identical in all respects and, without limiting the generality of the foregoing, no 
rights of any kind shall be conferred by the Corporation upon the holders of either of such 
classes of shares unless the same rights are conferred on the holders of the other class of shares, 
without distinction as to the class of share held. 

ARTICLES 
MISCELLANEOUS 

5.1 Distributions Other than Cash 

Where payments which are to be made hereunder are payable in securities or property other than 
cash, the value of such securities or other property is their Fair Market Value. 

5.2 Notice Entitlement 

The holders of the Class B Common Shares of the Corporation shall be entitled to receive not 
less than ten (10) days notice in writing on the occurrence of a proposal to change the financial 
year end of the Corporation 

TOR_LAW\ 8663235\8 
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07119 (2011105) 

6, The amendment has been duly authorized as required by sections 168 and 170 (as applicable) of the Business 
Corporations Act. 
La modification a ete dOment autorlsee conformemenl aux articles 160 el 170 (selon le cas) de la Loi sur /es 
societes par actions. 

7. The resolullon authorizing !he amendment was approved by 1he shareholders/directors (as applicable) of the 
corporation on 
Les acllonnalres au les admlnlstrateurs (selon le cas) de la soclele ont approuve la resolullon autorlsant la 
modification le 

c/tJIJ..-, 
(Year. Month, o:y) 
(ennee. mois, jour) 

{) 7-J 
I 

These articles are signed in duplicate. 
I.es presents staluls sont stgnes en double eicemplalre. 

DJGITAL UNDERGROUND MEDIA INC. 

(Print name of corporation from Article 1 on page 1) 
(Veuillcz cortr le nom de la soclele de l'article un a 111 page une) 

By/ 
Par: 

ci:)~~'-'--~ ':J 
(Signature) 
(Signature) 

Oswald Kenneth Bicknell, President 
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1.01 

BY-LAWN0.1 

A by-law relating generally to the transaction 
of the business and affairs of 

DIGITAL UNDERGROUND MEDIA INC. 

(hereinafter called the "Corporation") 

Section 1 
INTERPRETATION 

Definitions: In this by-law, unless the context otherwise requires: 

(a) "Act" means the Business Corporations Act, as amended or re
enacted from time to time; 

(b) "articles" means the original or restated articles of incorporation, 
articles of amendment, articles of amalgamation, articles of 
arrangement, articles of continuance, articles of dissolution, 
articles of reorganization, articles of revival and includes any 
anlendments thereto; 

(c) "board" means the board of directors of the Corporation; 

(d) "by-law" means any by-law of the Corporation as from time to 
time in force and effect; 

(e) "resident Canadian" means an individual who is, 

(i) a Canadian citizen ordinarily resident in Canada, 

(ii) a Canadian citizen not ordinarily resident in Canada who is 
a member of a prescribed class of persons, or 

(iii) a permanent resident within the meaning of the 
Immigration Act (Canada) and ordinarily resident in 
Canada ("resident canadien"); 

(f) "unanimous shareholder agreement" means a written agreement 
among all the shareholders of the Corporation or among all the 
shareholders and one or more persons who are not shareholders, or 
a written declaration of the beneficial holder of all of the issued 
shares of the Corporation that restricts in whole or in part the 
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power of the directors to manage or supervise the management of 
the business and affairs of the Corporation; 

(g) All terms contained in the by-laws which are defined in the Act 
shall have the meanings given to such terms in the Act save as 
specifically provided herein to the contrary. 

1.02 Interpretation: Words importing the singular number only shall 
include the plural and vice versa; words importing masculine gender shall include the 
feminine and neuter genders. Wherever reference is made in this or any other by-law or 
in any special resolution of the Corporation to any statute or section thereof, such 
reference shall be deemed to extend and refer to any amendment or to re-enactment of 
such statute or section, as the case may be. 

Section 2 
GENERAL 

2.01 Cornorate Seal: The Corporation may have a corporate seal which 
the directors may by resolution from time to time adopt. 

2.02 Fiscal Period: The fiscal period of the Corporation shall terminate on such 
day in each year as the board of directors may from time to time by resolution determine. 

2.03 Execution of Documents: Contracts, documents, share certificates or 
any instruments in writing requiring the signature of the Corporation may be signed by 
any one of the directors or officers of the Corporation and all contracts, documents, share 
certificates and instruments in writing so signed shall be binding upon the Corporation 
without any further authorization or formality. Notwithstanding this, the board may at 
any time and from time to time direct the marmer in which and the person or persons by 
whom any particular deed, transfer, contract or obligation or any class of deeds, transfers, 
contracts or obligations may be signed. 

Section 3 
DIRECTORS 

3.01 Powers: Subject to any unanimous shareholder agreement, the board 
shall manage, or .mpervise the management of, the business and affairs of the 
Corporation. The board may exercise all such powers and do all such acts and things as 
may be exercised or done by the Corporation and are not by the Act, the articles, the by
laws, a unanimous shareholder agreement, any special resolution of the Corporation or by 
statute expressly directed or required to be done in some other manner. 

3.02 Election and Term: Subject to subsection 120(a) of the Act, the election 
of directors shall talrn place at the first meeting of shareholders after the effective date of 
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this by-law, and at each succeeding annual meeting at which an election of directors is 
required. The directors shall hold office for a term expiring not later than the close of the 
third annual meeting of shareholders following the election. A director not elected for an 
expressly stated term ceases to hold office at the close of the first annual meeting of 
shareholders following his election. Incumbent directors, if qualified, shall be eligible for 
re-election. If an election of directors is not held at the proper time the directors shall 
continue in office '':1til their successors are elected. 

Section 4 
MEETING OF DIRECTORS 

4.01 Calling of Meetings: Meetings of the board shall be held from time to 
time at such place within or outside Ontario as the Chairman of the Board, the President 
or a majority of the directors may determine. A meeting of the board may be convened 
by the Chairman of the Board, the President or any one director at any time and the 
Secretary shall, upon direction from any of the foregoing, convene a meeting of the 
board. 

4.02 Notice of Meeting: Notice of the time and place of each meeting of the 
board shall be given in the manner provided in section 9.01 to each director not less than 
forty-eight hours before the time when the meeting is to be held. A notice of a meeting 
of directors need not specify the purpose of or the business to be transacted at the meeting 
except where the Act requires such purpose or business to be specified. A director may 
in any manner and at any time waive notice of or otherwise consent to a meeting of the 
board and attendance of a director at a meeting of directors is a waiver of notice of the 
meeting except where a director attends a meeting for the express purpose of objecting to 
the transaction of any business on the grounds that the meeting is not lawfully called. 

4.03 Meetings by Telephone or Electronic Facilities: If all the directors 
present at or participating in the meeting consent, a director or all of the directors may 
participate in a meeting of the board or of a committee of the board by means of such 
telephone, electronic or other communications facilities as permit all persons 
participating in the meeting to communicate with each other simultaneously and 
instantaneously, and any director participating in such a meeting by such means is 
deemed to be present at the meeting. Any such consent shall be effective whether given 
before or after the meeting to which it relates and may be given with respect to all 
meetings of the board and of committees of the board held while a director holds office. 
For the purpose hereof, participation in a meeting by such means shall be deemed to be 
such consent. If a majority of the directors participating in such a meeting are then in 
Canada the meeting shall be deemed to have been held in Canada. 

4.04 Quorum: Subject to any unanimous shareholder agreement, a quorum 
at any meeting of directors shall be a majority of the directors. 

420



- 4 -

4.05 Chairman of Meetings: Subject to the provisions of any resolution 
of the directors specifying the duties of the Chairman of the Board hereof, the President 
(if he is a director and if he is present), shall preside as chairman at all meetings of the 
board. In the absence of a President who is a director, the directors present shall choose 
one of their number to be chairman of the meeting. 

4.06 Votes to Govern: All questions ar1smg at any meeting of directors 
shall, subject to any unanimous shareholder agreement, be decided by a majority of the 
votes cast on the question. 

4.07 Committees of Directors: Directors may appoint from their number a 
committee of directors and delegate to such committee any of the powers of the directors 
except those which, under the Act, a committee of directors has no authority to exercise. 
If the directors appoint a committee of directors, a majority of the members of the 
committee must be resident Canadians. The meetings and proceedings of the committee 
shall be governed by the provisions of the by-laws of the Corporation for regulating the 
meetings and proc"t:dings of the directors as far as the same are applicable thereto. 

Section 5 
OFFICERS 

5.01 Appointment: Subject to the Act and to any unanimous 
shareholder agreement, the board may from time to time designate the offices of the 
Corporation, appoint officers, specify their duties and delegate to them powers to manage 
the business and affairs of the Corporation. None of the officers, except the Chairman of 
the Board, if any, need be a director of the Corporation. Two or more offices of the 
Corporation may be held by the same person. 

5.02 Chairman of the Board: The Chairman of the Board (if any) shall, 
when present, preside at all meetings of the directors and shareholders and of any 
committee of directors; he shall sign such contracts, documents or instruments in writing 
as may require his signature in accordance with the by-laws and shall have such other 
powers and duties as may from time to time be assigned to him by the board of directors. 

5.03 Pre¥.ident: If appointed, the President shall be the chief executive 
officer of the Corporation and, subject to the authority of the board, shall exercise general 
supervision of the business and affairs of the Corporation; and he shall have such other 
powers and duties as the board may specify. In the absence of the Chairman of the 
Board, if any, the President shall, when present, chair all meetings of the directors and the 
shareholders and of any committee of directors. 

5.04 Vice-President: In the absence or disability or refusal to act of the 
President, a Vice-President may be vested with all the powers and may perform all the 
duties of the President, or ifthere is more than one Vice-President, by the Vice-President 
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in order of seniority or designation (as determined by the board), except that no Vice
President shall preside at a meeting of the board unless he is also a director. 

5.05 Secretary: The Secretary shall attend and be the Secretary of all 
meetings of the board, shareholders and committees of the board and shall enter or cause 
to be entered in re'·cirds kept for that purpose minutes of all proceedings thereat; he shall 
give or cause to be given, as and when instructed, all notices to shareholders, directors, 
officers, auditors and members of committees of the board; he shall be the custodian of 
all books, papers, records, documents and instruments belonging to the Corporation, 
except when some other officer or agent has been appointed for that purpose; and he shall 
have such other powers and duties as the board may specify. 

5. 06 Treasurer: The Treasurer shall keep or cause to be kept proper 
accounting records in compliance with the Act and shall be responsible for the deposit of 
money, the safekeeping of securities and the disbursement of the funds of the 
Corporation; he shall render to the board whenever required an account of all his 
transactions as Treasurer and of the financial position of the Corporation; and he shall 
have such other powers and duties as the board may specify or as are incident to his 
office. 

5.07 Managing Director: The directors may appoint from their number a 
managing director who is a resident Canadian and, subject to the Act and any unanimous 
shareholder agreement, may delegate to such managing director any of the powers of the 
board. 

Section 6 
PROTECTION OF DIRECTORS, OFFICERS AND OTHERS 

6.01 Limitation of Liability: Every director and officer of the Corporation 
in exercising their powers and discharging their duties shall act honestly and in good faith 
with a view to the best interest of the Corporation and shall exercise the care, diligence 
and skill that a reasonably prudent person would exercise in comparable circumstances. 
Subject to the foregoing, no director or officer shall be liable for the acts, omissions, 
failures, neglects or defaults of any other director, officer or employee, or for joining in 
any act for conformity, or for any loss, damage or expense suffered or incurred by the 
Corporation through the insufficiency or deficiency of title to any property acquired by 
the Corporation or for or on behalf of the Corporation, or for the insufficiency or 
deficiency of any security in or upon which any of the moneys of the Corporation shall be 
invested, or damage arising from the bankruptcy, insolvency, or tortious act of any person 
with whom any of the moneys, securities or effects of the Corporation shall be deposited, 
or for any loss occasioned by any error of judgment or oversight on his or her part, or for 
any other loss, damage or misfortune which shall happen in the execution of the duties of 
his or her office or in relation thereto. Nothing herein shall relieve any director or officer 
from the duty to 8rt in accordance with the Act and the regulations thereunder or from 
liability for any breach thereof. 
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6.02 Indemnity: Subject to the limitations contained in the Act, the 
Corporation shall indemnify a director or officer, a former director or officer of the 
Corporation, or a person who acts or acted at the Corporation's request as a director or 
officer of a body corporate of which the Corporation is or was a shareholder or creditor 
and his heirs or legal representatives, against all costs, charges and expenses, including an 
amount paid to settle an action or satisfy a judgment, reasonably incurred by him in 
respect of any civil, criminal or administrative action or proceeding to which he is made a 
party by reason of being or having been a director or officer of the Corporation or such 
body corporate, if: 

(a) he acted honestly and in good faith with a view to the best interests 
of the Corporation; and 

(b) in the case of a criminal or administrative action or proceeding that 
is enforced by a monetary penalty, he had reasonable grounds for 
believing that his conduct was lawful. 

6.03 Right to Indemnification: The Corporation shall also indemnify an 
individual referred to in section 6.02 in such other circumstances as the Act or law 
permits or requires. Nothing in these by-laws shall limit the right of any person entitled 
to indemnity to claim indemnity apart from the provisions of these by-laws. 

6.04 Insurance: Subject to the limitations contained in the Act, the 
Corporation may purchase and maintain insurance for the benefit of any individual 
referred to in section 6.02 as the board may from time to time determine. 

Section 7 
MEETINGS OF SHAREHOLDERS 

7.01 Calling of Meetings: The directors of the Corporation shall call an annual 
meeting of shareholders not later than eighteen (18) months after the Corporation comes 
into existence and subsequently not later than fifteen (15) months after holding the last 
preceding anoual meeting. The directors of the Corporation may at any time call a 
special meeting o: shareholders. The Secretary shall cause notice of a meeting of 
shareholders to be given in accordance with section 7.03 hereof when directed to do so by 
the board or the President. 

7.02 Place of Meetings: Subject to the articles and any unanimous 
shareholder agreement, meetings of shareholders shall be held at such place in or outside 
Ontario as the directors determine or at the registered office of the Corporation. 

7.03 Notice of Meetings: Notice of the time and place of each meeting of 
shareholders shall be given by the Secretary of the Corporation in the manner provided in 
section 9.01 hereof not less than ten (10), nor more than fifty (50) days before the date of 
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the meeting to each director, to the auditor and to each shareholder entitled to vote at the 
meeting. A shareholder may in any manner and at any time waive notice of or otherwise 
consent to a meeting of shareholders. 

7.04 Meetings Without Notice: A meeting of shareholders may be held 
without notice at any time and place permitted by the Act: 

(a) if all the shareholders entitled to vote thereat are present in person 
or represented by proxy or if those not present or represented by 
proxy waive notice of or otherwise consent to such meeting being 
held; and 

(b) if the auditors and the directors are present or waive notice of or 
otherwise consent to such meeting being held. 

At such a meeting any business may be transacted which the Corporation 
at a meeting of shareholders may transact. 

7.05 Meetings by Electronic Means: A meeting of shareholders may be 
held by telephone or electronic means and a shareholder who, through those means, votes 
at the meeting or establishes a communications link to the meeting shall be deemed to be 
present at the meeting. 

7.06 Chairman and Secretary: Subject to the provisions of this section and 
of section 5.02 hc.;:of, the President shall preside as chairman at each meeting of the 
shareholders. In the event that the President is not present within fifteen (15) minutes 
from the time fixed for holding the meeting, or is unable or refuses to preside as 
Chairman at such meeting, the persons present and entitled to vote shall choose one of 
their number to be chairman. The Secretary shall be the secretary of any meeting of 
shareholders. If the Secretary is absent, the chairman shall appoint some person, who 
need not be a shareholder, to act as Secretary of the meeting. 

7.07 Persons Entitled to be Present: The only persons entitled to be 
present at a meeting of the shareholders shall be those entitled to vote thereat, the 
directors and auditors of the Corporation and others who, although not entitled to vote, 
are entitled or required under any provision of the Act or the articles or by-laws to be 
present at the meeting. Any other person may be admitted only on the invitation of the 
chairman of the meeting or with the consent of the meeting. 

7.08 Quorum: Subject to any unanimous shareholder agreement, the 
holders of a majority of the shares entitled to vote at a meeting of shareholders, whether 
present in person or represented by proxy, constitute a quorum, irrespective of the 
number of persons actually present at the meeting. No business shall be transacted at any 
meeting while a quorum is not present. If the Corporation has only one (1) shareholder 
or only one (1) shareholder of any class or series of shares, the shareholder present in 
person or represented by proxy constitutes a meeting. 
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7 .09 Proxies: Every shareholder entitled to vote at a meeting of 
shareholders may appoint a proxyholder, or one or more alternate proxyholders, who 
need not be shareholders as the shareholder's nominee, to attend and act at the meeting in 
the manner, to the extent authorized and with the authority conferred by the proxy. A 
proxy shall be in writing executed by the shareholder or his duly appointed attorney and 
shall conform with the requirements of the Act. 

7 .10 Votes to Govern: At any meeting of shareholders every question 
shall, unless otherwise required by the Act, the articles, by-laws or any unanimous 
shareholder agreement, be determined by the majority of the votes cast on the question. 

7.11 Show of Hands: Subject to the provisions of the Act, any question at 
a meeting of shareholders shall be decided by a show of hands unless a ballot thereon is 
required or demam1ed as hereinafter provided. Whenever a vote by show of hands shall 
have been taken upon a question, unless a ballot thereon is so required or demanded, a 
declaration by the chairman of the meeting that the vote upon the question has been 
carried or carried by a particular majority or not carried and an entry to that effect in the 
minutes of the meeting shall be prirna facie evidence of the fact without proof of the 
number or proportion of the votes recorded in favour of or against any resolution or other 
proceeding in respect of the said question, and the result of the vote so taken shall be the 
decision of the shareholders upon the said question. 

7.12 Ballots: On any question proposed for consideration at a meeting of 
shareholders, and whether or not a show of hands has been taken thereof, any shareholder 
or proxyholder entitled to vote at the meeting may require or demand a ballot. A ballot 
so required or demanded shall be taken in such manner as the chairman shall direct 
except if the ballot be demanded on the election of a chairman or on the question or 
adjournment or termination, in which event the ballot shall be taken forthwith without 
adjournment. A requirement or demand for a ballot may be withdrawn at any time prior 
to the taking of the ballot. If a ballot is taken, each person present shall be entitled, in 
respect of the shares which he is entitled to vote at the meeting upon the question, to that 
number of votes provided by the Act or the articles, and the result of the ballot so taken 
shall be the decision of the shareholders upon the said question. 

Section 8 
SHARES AND TRANSFERS 

8.01 Lien for Indebtedness: If the articles of the Corporation provide that 
the Corporation has a lien on a share or shares registered in the name of a shareholder or 
the shareholder's personal representative for a debt of that shareholder to the 
Corporation, the right of the Corporation to the lien shall be noted conspicuously on 
every security certificate. The directors may refuse to permit the registration of a transfer 
of any share or share of the Corporation registered in the name of a shareholder who is 
indebted to the Corporation. Subject to the Act, the directors of the Corporation may 
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apply any dividends or other distributions paid or payable on or in respect of the share or 
shares in respect of which the Corporation has such a lien in repayment of the debt of that 
shareholder to the Corporation. 

8.02 Transfer of Shares: Subject to the provisions of the Act and subject to 
the restrictions on transfer (if any) set forth in the articles, by-laws and any unanimous 
shareholder agreement, shares of the Corporation shall be transferable on the books of the 
Corporation upon surrender of the certificate representing such shares properly endorsed 
or accomplished by a properly executed transfer. 

8.03 Defaced, Destroyed, Stolen or Lost Certificates: Where the owner of a 
share or shares of the Corporation claims that the certificate for such share or shares has 
been defaced, lost, apparently destroyed or wrongfully taken, the Corporation shall issue 
a new share certificate in place of the original share certificate on such terms as to 
indemnity, reimbursement of expenses and evidence of loss and of title as the board may 
from time to time prescribe, whether generally or in any particular case. 

Section 9 
NOTICES 

9.01 Method of Giving Notice: Any notice, communication or other 
document to be given by the Corporation to a shareholder, director, officer, or auditor of 
the Corporation under any provision of the Act, the articles or by-laws shall be 
sufficiently given if delivered personally to the person to whom it is to be given or if 
delivered to his latest address as shown in the records of the Corporation or if mailed by 
prepaid ordinary mail or airmail in a sealed envelope addressed to him at his latest 
address as shown in the records of the Corporation or if sent by any means of any 
telephonic, electronic or other communication facility. The Secretary may change the 
address on the records of the Corporation of any shareholder that produces a written copy 
in accordance with any information believed by him to be reliable. A notice, 
communication or document so delivered shall be deemed to have been given when it is 
delivered personally or at the address aforesaid. A notice, communication or document 
so mailed shall be deemed to have been given on the fifth day after it is deposited in a 
post office or public letter box. A notice sent by any means of electronic or recorded 
telephonic communication shall be deemed to have been given when delivered to the 
appropriate communication corporation or agency or its representative for dispatch. 

Section 10 
MISCELLANEOUS 

10.01 Efftwtive Date: These by-laws shall come into force when made by 
the board and confirmed by the shareholders in accordance with the Act. 
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10.02 Paramountcy: In the event of any conflict between any provision 
of these by-laws and any unanimous shareholder agreement, the provisions of the 
unanimous shareholder agreement shall prevail to the extent of the conflict, and the 
directors and the shareholders shall amend these by-laws accordingly. 

EFFECTIVE as of the 6th dayof May '2010. 

TORDMS-#424496-v2 
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Digital Underground Media Inc.

Consolidated Statement of Financial Position
As at October 31, 2015

Actual Plan Variance

Current Assets
Cash 1,345,823 479,770 866,053

Funds Held in Escrow for Korea Purchase 302,100 0 302,100

Accounts Receivable 95,686 245,332 (149,646)

Inventory Parts for Systems 504,085 519,000 (14,915)

Deposit on Installation 127,492 0 127,492

Prepaid Expenses 17,579 0 17,579

Total Current Assets 2,392,765 1,244,102 1,148,663

Capital Assets
Systems 846,559 1,822,069 (975,511)

Accumulated Depreciation - Systems (143,463) (146,923) 3,460

Net Systems 703,096 1,675,146 (972,050)

Furniture and Fixtures 4,914 105,802 (100,888)

Accumulated Depreciation - Fixtures (2,997) (6,303) 3,306

Net Fixtures 1,916 99,499 (97,583)

Tunnel Software 611,942 0 611,942

Accumulated Depreciation Software (45,131) 0 (45,131)

Net Software 566,811 0 566,811

Intangible Assets
Spectrum Motion License 653,339 653,339 0

Accumulated Amortization SMM (381,114) (381,114) 1

Net SMM License 272,225 272,225 1

TVS License 16,818 22,118 (5,300)

Accumulated Amortization TVS License (2,117) 0 (2,117)

Total TVs License 14,701 22,118 (7,417)

Asset Purchase 

Innovex 415,000 1,288,959 (873,959)

Dasung 100,000 100,000 0

TVS  332,342 342,955 (10,614)

Less Accumulated Amortization (11,679) (44,253) 32,574

Net Intangibles  Acquired 835,663 1,687,661 (851,998)

Other Assets

TVS Receivable 45,790 0 45,790

Transit Deposits 188,110 0 188,110

Total Other Assets 233,900 0 233,900

Total Assets 5,021,076 5,000,750 20,326
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Digital Underground Media Inc.

Consolidated Statement of Financial Position
As at October 31, 2015

Actual Plan Variance

Liabilities and Equity
Accounts Payable and accruals 441,705 102,814 338,891

Wages Payable 2,711 0 2,711

VAT / GST Recoverable (173,221) 0 (173,221)

Current Liabilities 271,195 102,814 168,381

Due to Windsor Capital 0 2,192,436 (2,192,436)

Due to JD Craig Holdings 2,281,134 0 2,281,134

Due to Spectrum Motion Media 476,080 445,429 30,651

Due to DUM Holdings Inc. 459,129 500,432 (41,303)

Due to David Chae 390,520 450,000 (59,480)

Total Liabilities 3,878,057 3,691,111 186,946

Equity
Common B 3,503,736 3,748,016 (244,280)

Share Premium 42,280 0 42,280

Common A 5,000,000 5,000,000 0

Share Issuance Costs (282,400) 0 (282,400)

Deficit (7,110,698) (7,438,377) 327,679

Minority Interest (249) 0 (249)

Accumulated Other Comprehensive Loss (9,650) 0 (9,650)

Total Equity 1,143,019 1,309,639 (166,620)

Total Liabilities and Equity 5,021,076 5,000,750 20,326
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Digital Underground Media Inc.

Consolidated Statement of Loss
For the period ending  October 31, 2015

Actual Plan Variance Actual Plan Variance

Net Revenue

Revenue net agency discounts 63,610 105,115

Direct Taxes on Revenue (7,645) (12,634)

Net Revenue 55,965 233,311 (177,346) 92,482 322,352 (229,870) 1

Cost of Sales

Volume Bonus 5,725 0 5,725 9,460 0 (9,460)

Transit Share Rent 38,746 106,321 (67,575) 72,984 184,882 111,898

License Fee 0 2,236 (2,236) 0 2,777 2,777

Sales Commissions 17,599 32,085 (14,486) 29,082 40,820 11,738

System Operating Costs 101 15,750 (15,649) 193 20,250 20,057

Total Cost of Sales 62,171 156,392 (94,221) 111,719 248,729 137,010

Gross Margin (6,207) 76,919 (83,126) (19,237) 73,623 (366,881) 1

Expenses

Location Expenses 15,402 10,000 (5,402) 35,687 20,000 (15,687) 2

Sales and Marketing 12,926 20,000 7,074 17,026 40,000 22,974

Sales Research 10,125 20,000 9,875 17,685 40,000 22,315

Digital Control 0 2,500 2,500 0 5,000 5,000

Executive 34,259 55,968 21,709 50,926 101,938 51,012

Finance 99,682 35,635 (64,047) 132,657 71,270 (61,387) 3

Operations Management 8,000 8,000 0 16,000 16,000 0

Research and Development 22,954 27,458 4,504 46,207 54,916 8,709

Project Management 2,844 5,000 2,156 2,844 10,000 7,156

Administration 6,083 10,178 4,095 8,631 17,677 9,046

I/T 0 5,000 5,000 0 10,000 10,000

Total Expenses 212,274 199,739 (12,535) 327,662 386,801 59,139

EBITDA (218,481) (122,820) (95,661) (346,898) (313,178) (33,720)

Loss (gain) Foreign Exchange 779 0 (779) 6,778 0 (6,778)

Interest Expense 33,565 31,629 (1,936) 70,204 63,868 (6,336) 4

Depreciation and Amortization 35,373 42,670 7,297 73,211 77,139 3,928 5

Net Income before taxes (288,197) (197,119) (91,078) (497,091) (454,185) (42,906)

Income taxes (1,564) 0 (1,564) (2,584) 0 (2,584)

Net Income after taxes (289,761) (197,119) (92,642) (499,675) (454,185) (45,490)
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Digital Underground Media Inc.

Consolidated Statement of Expenses
For the period ending  October 31, 2015

Actual Plan Variance Actual Plan Variance

Location Expenses

Salaries 0 18,098

Professional fees 6,606 8,477

Consulting 8,097 8,097

Rent 392 675

Bank Charges 307 340

Total Location expenses 15,402 10,000 (5,402) 35,687 20,000 (15,687) 2

Sales and Marketing

Promotion 9,489 10,000 511 11,989 20,000 8,011

Travel 3,437 10,000 6,563 5,037 20,000 14,963

Total Sales and Marketing 12,926 20,000 7,074 17,026 40,000 22,974

Sales Research

Outside Research 10,125 20,000 9,875 17,685 40,000 22,315

Digital Control

Contract Work 0 2,500 2,500 0 5,000 5,000

Executive

Salaries and benefits 17,099 23,885 6,786 33,765 47,771 14,006

Business development 16,470 20,000 3,530 16,470 40,000 23,530

Board Meetings 0 10,000 10,000 0 10,000 10,000

D&O Insurance 690 2,083 1,393 690 4,167 3,477

Total Executive 34,259 55,968 21,709 50,926 101,938 51,012

Finance

Salaries and benefits 13,865 19,635 5,770 27,299 39,270 11,971

Software License Fees 11 1,000 990 11 2,000 1,990

Debt Finance Fee 69,000 0 (69,000) 69,000 0 (69,000)

Professional fees 16,806 15,000 (1,806) 36,348 30,000 (6,348)

Total Finance 99,682 35,635 (64,047) 132,657 71,270 (61,387) 3

Operations Management

Consulting 8,000 8,000 0 16,000 16,000 0

Research & Development

Contractors 22,954 12,458 (10,496) 46,207 24,916 (21,291)

R&D costs 0 15,000 15,000 0 30,000 30,000

Total Research & Development 22,954 27,458 4,504 46,207 54,916 8,709
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Digital Underground Media Inc.

Consolidated Statement of Expenses
For the period ending  October 31, 2015

Actual Plan Variance Actual Plan Variance

Project Management

Travel 2,844 5,000 2,156 2,844 10,000 7,156

Administration

Insurance General Liability 1,929 2,500 571 3,797 5,000 1,203

Bank Charges 442 1,000 558 944 2,000 1,056

Office and Postage 2,293 1,000 (1,293) 2,473 1,150 (1,323)

Office Phones 414 100 (314) 414 200 (214)

Cell Phones 338 400 62 338 800 462

Internet 0 200 200 0 400 400

Bad Debt reserve 0 1,853 1,853 0 1,877 1,877

Office Rent 666 3,125 2,459 666 6,250 5,584

Total Administration 6,083 10,178 4,095 8,631 17,677 9,046

I/T

Software License Fees 0 1,000 1,000 0 2,000 2,000

Contract Work 0 4,000 4,000 0 8,000 8,000

Total I/T 0 5,000 5,000 0 10,000 10,000

Interest Expense

Interest on Loan 20,203 22,119 1,916 42,033 43,525 1,492

Interest on license and asset purchases 10,378 6,402 (3,976) 22,057 14,146 (7,911)

Interest on DUM Holdings Loan 2,906 3,108 202 5,701 6,197 496

Other Interest Paid 79 0 (79) 413 0 (413)

Total Interest 33,565 31,629 (1,936) 70,204 63,868 (6,336) 4

Depreciation and Amortization

Systems 7,303 15,184 7,881 17,033 22,618 5,585

Non System Assets 48 1,686 1,638 96 3,401 3,305

Tunnel Software 14,916 0 (14,916) 29,832 0 (29,832)

Spectrum Motion Patent 10,889 10,889 0 21,777 21,778 1

Asset Purchases 2,217 14,911 12,694 4,473 29,342 24,869

Total Depreciation and Amortization 35,373 42,670 7,297 73,211 77,139 3,928 5
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Digital Underground Media Inc.

Consolidated Statement of Cash Flows
For the period ending  October 31, 2015

Actual Plan Variance Actual Plan Variance

Cash provided for (used for) the following activities

Operating activities

Cash received from customers 0 77,019 (77,019) 0 156,606 (156,606)

Cash paid to suppliers and employees (213,523) (312,109) 98,586 (388,259) (750,249) 361,990

Interest paid (20,602) (22,119) 1,517 (42,224) (44,238) 2,014

(234,125) (257,209) 23,084 (430,483) (637,881) 207,398

Financing activities

Spectrum Motion Media loan payment (131,042) (123,598) (7,444) (131,042) (123,598) (7,444)

Retirement of Windsor Loan (2,191,532) 0 (2,191,532) (2,191,532) 0 (2,191,532)

JD Craig Loan 2,212,134 0 2,212,134 2,212,134 0 2,212,134

Proceeds from issuance of shares 0 0 0 0 0 0

(110,440) (123,598) 13,158 (110,440) (123,598) 13,158

Investing activities

Non System Assets 0 0 0 0 0 0

Money in Escrow for Korea Purchase (302,100) 0 (302,100) (302,100) 0 (302,100)

Deposit on Systems (195,992) 202,500 (398,492) (195,992) 202,500 (398,492)

System Purchases 0 (930,000) 930,000 0 (980,000) 980,000

(498,092) (727,500) 229,408 (498,092) (777,500) 279,408

Increase (decrease) in cash resources (842,657) (1,108,307) 265,650 (1,039,014) (1,538,979) (3,057,764)

Cash resources, beginning of period 2,188,479 1,588,078 600,401 2,384,837 2,018,750 366,087

Cash resources, end of period 1,345,822 479,771 866,051 1,345,823 479,771 866,052

Notes on Financial Statements

1 Revenue is lower than plan - Systems expected to generate revenue for October - Seoul (4), LA (1), Madrid (1) 

2 Location expenses in October - include Brazil costs for Sergio fee of $R10,500 for Sept and Oct and additional legal fees for 

dealing with termination of Paulo as Branch Manager Brazil

3 Finance costs include a debt finance fee of $69,000 for the loan from JD Craig 

4 Interest Expense includes presumed interest for Chae loan not in the plan

5 Depreciation different than plan as a result of operating software not reflected in the plan 
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Digital Underground Media Inc.

Consolidated Statement of Financial Position
As at November 30, 2015

Actual Plan Variance

Current Assets
Cash 1,115,282 48,048 1,067,234

Funds Held in Escrow for Korea Purchase 302,100 0 302,100

Accounts Receivable 128,949 433,891 (304,942)

Inventory Parts for Systems 504,085 481,500 22,585

Deposit on Installation 355,773 0 355,773

Prepaid Expenses 29,313 0 29,313

Total Current Assets 2,435,502 963,439 1,472,063

Capital Assets
Systems 846,559 2,347,069 (1,500,511)

Accumulated Depreciation - Systems (150,766) (166,482) 15,716

Net Systems 695,793 2,180,587 (1,484,794)

Furniture and Fixtures 4,914 105,802 (100,888)

Accumulated Depreciation - Fixtures (3,043) (7,961) 4,918

Net Fixtures 1,870 97,841 (95,971)

Tunnel Software 611,942 0 611,942

Accumulated Depreciation Software (60,047) 0 (60,047)

Net Software 551,895 0 551,895

Intangible Assets
Spectrum Motion License 653,339 653,339 0

Accumulated Amortization SMM (392,002) (392,003) 1

Net SMM License 261,337 261,336 1

TVS License 16,818 22,118 (5,300)

Accumulated Amortization TVS License (2,117) 0 (2,117)

Total TVs License 14,701 22,118 (7,417)

Asset Purchase 

Innovex 415,000 1,288,959 (873,959)

Dasung 100,000 100,000 0

TVS  332,342 342,955 (10,614)

Less Accumulated Amortization (13,896) (58,684) 44,788

Net Intangibles  Acquired 833,446 1,673,230 (839,784)

Other Assets

TVS Receivable 46,667 0 46,667

Transit Deposits 156,508 0 156,508

Total Other Assets 203,175 0 203,175

Total Assets 4,997,718 5,198,550 (200,832)
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Digital Underground Media Inc.

Consolidated Statement of Financial Position
As at November 30, 2015

Actual Plan Variance

Liabilities and Equity
Accounts Payable and accruals 401,635 474,053 (72,418)

Wages Payable 2,923 0 2,923

VAT / GST Recoverable (178,860) 0 (178,860)

Current Liabilities 225,698 474,053 (248,355)

Due to Telefonica 225,802 0 225,802

Due to JD Craig Holdings 2,281,134 2,191,723 89,411

Due to Spectrum Motion Media 491,568 451,650 39,918

Due to DUM Holdings Inc. 461,960 503,559 (41,600)

Due to David Chae 394,371 450,000 (55,629)

Total Liabilities 4,080,533 4,070,985 9,548

Equity
Common B 3,503,736 3,748,016 (244,280)

Share Premium 42,280 0 42,280

Common A 5,000,000 5,000,000 0

Share Issuance Costs (282,400) 0 (282,400)

Deficit (7,351,378) (7,620,451) 269,073

Minority Interest (249) 0 (249)

Accumulated Other Comprehensive Loss 5,195 0 5,195

Total Equity 917,185 1,127,565 (210,380)

Total Liabilities and Equity 4,997,718 5,198,550 (200,832)
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Digital Underground Media Inc.

Consolidated Statement of Loss
For the period ending  November 30, 2015

Actual Plan Variance Actual Plan Variance Notes

Net Revenue

Revenue net agency discounts 100,703 205,819

Direct Taxes on Revenue (12,103) (24,737)

Net Revenue 88,600 268,145 (179,545) 181,082 590,497 (409,415) 1

Cost of Sales

Volume Bonus 9,063 0 9,063 18,524 0 18,524

Transit Share Rent 46,193 129,994 (83,801) 119,177 314,876 (195,699)

License Fee 0 2,164 (2,164) 0 4,941 (4,941)

Sales Commissions 27,861 34,862 (7,001) 56,944 75,682 (18,738)

System Operating Costs 103 18,000 (17,897) 295 38,250 (37,955)

Total Cost of Sales 83,221 185,020 (101,799) 194,939 433,749 (238,810) 2

Gross Margin 5,379 83,125 (77,746) (13,857) 156,748 (170,605)

Expenses

Location Expenses 8,608 10,000 1,392 44,294 30,000 (14,294)

Sales and Marketing 18,126 20,000 1,874 35,152 60,000 24,848

Sales Research 0 20,000 20,000 17,685 60,000 42,315

Digital Control 0 2,500 2,500 0 7,500 7,500

Executive 39,281 45,968 6,687 90,207 147,906 57,699

Finance 38,789 35,636 (3,153) 177,297 106,906 (70,391) 3

Operations Management 8,000 8,000 0 24,000 24,000 0

Research and Development 23,317 27,458 4,141 69,524 82,374 12,850

Project Management 3,057 5,000 1,943 5,901 15,000 9,099

Administration 11,663 10,348 (1,315) 20,294 28,025 7,731 4

I/T 0 3,000 3,000 0 13,000 13,000

Total Expenses 150,842 187,910 37,068 484,354 574,711 90,357

EBITDA (145,462) (104,785) (40,677) (498,211) (417,963) (80,248)

Loss (gain) Foreign Exchange 15,937 0 (15,937) 22,715 0 (22,715)

Interest Expense 35,584 30,755 (4,829) 105,788 94,624 (11,164) 5

Depreciation and Amortization 35,371 46,536 11,165 108,581 120,351 11,770

Net Income before taxes (232,354) (182,076) (50,278) (735,295) (632,938) (102,357)

Income taxes (2,476) 0 (2,476) (5,060) 0 (5,060)

Net Income after taxes (234,830) (182,076) (52,754) (740,355) (632,938) (107,417)

Month YTD
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Digital Underground Media Inc.

Consolidated Statement of Expenses
For the period ending November 30 2015

Actual Plan Variance Actual Plan Variance Notes

Location Expenses

Salaries 0 18,098

Professional fees 4,778 13,255

Consulting 3,590 11,687

Rent 171 846

Bank Charges 68 408

Total Location expenses 8,608 10,000 1,392 44,294 30,000 (14,294)

Sales and Marketing

Promotion 7,661 10,000 2,339 12,699 30,000 17,301

Travel 10,464 10,000 (464) 22,453 30,000 7,547

Total Sales and Marketing 18,126 20,000 1,874 35,152 60,000 24,848

Sales Research

Outside Research 0 20,000 20,000 17,685 60,000 42,315

Digital Control

Contract Work 0 2,500 2,500 0 7,500 7,500

Executive

Salaries and benefits 18,591 23,885 5,294 52,357 71,656 19,300

Business development 20,000 20,000 0 36,470 60,000 23,530

Board Meetings 0 0 0 0 10,000 10,000

D&O Insurance 690 2,083 1,393 1,380 6,250 4,870

Total Executive 39,281 45,968 6,687 90,207 147,906 57,699

Finance

Salaries and benefits 15,574 19,636 4,062 42,873 58,906 16,033

Software License Fees 155 1,000 845 166 3,000 2,834

Debt Finance Fee 0 0 0 69,000 0 (69,000)

Professional fees 23,060 15,000 (8,060) 65,257 45,000 (20,257) 3

Total Finance 38,789 35,636 (3,153) 177,297 106,906 (70,391)

Operations Management

Consulting 8,000 8,000 0 24,000 24,000 0

Research & Development

Contractors 23,317 12,458 (10,859) 69,524 37,374 (32,150)

R&D costs 0 15,000 15,000 0 45,000 45,000

Total Research & Development 23,317 27,458 4,141 69,524 82,374 12,850

Month YTD
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Digital Underground Media Inc.

Consolidated Statement of Expenses
For the period ending  November 30, 2015

Actual Plan Variance Actual Plan Variance Notes

Project Management

Travel 3,057 5,000 1,943 5,901 15,000 9,099

Administration

Insurance General Liability 2,000 2,500 500 5,797 7,500 1,703

Bank Charges 420 1,000 580 1,364 3,000 1,636

Office and Postage 4,929 1,000 (3,929) 7,401 2,150 (5,251) 4

Office Phones 200 100 (100) 614 300 (314)

Cell Phones 600 400 (200) 938 1,200 262

Internet 218 200 (18) 218 600 382

Bad Debt reserve 0 2,023 2,023 0 3,900 3,900

Office Rent 3,296 3,125 (171) 3,962 9,375 5,413

Total Administration 11,663 10,348 (1,315) 20,294 28,025 7,731

I/T

Software License Fees 0 1,000 1,000 0 3,000 3,000

Contract Work 0 2,000 2,000 0 10,000 10,000

Total I/T 0 3,000 3,000 0 13,000 13,000

Interest Expense

Interest on Loan 22,546 21,406 (1,140) 64,578 64,931 353

Interest on license and asset purchases 10,207 6,221 (3,986) 32,263 20,368 (11,895)

Interest on DUM Holdings Loan 2,830 3,128 298 8,531 9,325 794

Other Interest Paid 2 0 (2) 415 0 (415)

Total Interest 35,584 30,755 (4,829) 105,788 94,624 (11,164) 5

Depreciation and Amortization

Systems 7,303 19,559 12,256 24,336 42,177 17,841

Non System Assets 46 1,658 1,612 142 5,060 4,918

Tunnel Software 14,916 0 (14,916) 44,748 0 (44,748)

Spectrum Motion Patent 10,889 10,889 0 32,666 43,772 11,106

Asset Purchases 2,217 14,430 12,213 6,690 29,342 22,652

Total Depreciation and Amortization 35,371 46,536 11,165 108,581 120,351 11,770

Month YTD
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Digital Underground Media Inc.

Consolidated Statement of Cash Flows
For the period ending  November 30, 2015

Actual Plan Variance Actual Plan Variance

Cash provided for (used for) the following activities

Operating activities

Cash received from customers 0 79,587 (79,587) 0 236,193 (236,193)

Cash paid to suppliers and employees (240,995) (2,403) (238,592) (629,254) (752,866) 123,612

Interest paid (22,546) (21,406) (1,140) (64,770) (64,931) 161

(263,541) 55,778 (319,319) (694,023) (581,604) (112,419)

Financing activities

Spectrum Motion Media loan payment 0 0 0 (131,042) (123,598) (7,444)

Retirement of Windsor Loan 0 0 0 (2,191,532) 0 (2,191,532)

JD Craig Loan 0 0 0 2,212,134 0 2,212,134

Proceeds from issuance of shares 0 0 0 0 0 0

0 0 0 (110,440) (123,598) 13,158

Investing activities

Non System Assets 0 0 0 0 0 0

Money in Escrow for Korea Purchase 0 0 0 (302,100) 0 (302,100)

Deposit on Systems 33,000 37,500 (4,500) (162,992) 239,500 (402,492)

System Purchases 0 (525,000) 525,000 0 (1,505,000) 1,505,000

33,000 (487,500) 520,500 (465,092) (1,265,500) 800,408

Increase (decrease) in cash resources (230,541) (431,722) 201,181 (1,269,555) (1,970,702) (3,288,305)

Cash resources, beginning of period 1,345,822 479,770 866,052 2,384,837 2,018,750 366,087

Cash resources, end of period 1,115,282 48,048 1,067,234 1,115,282 48,048 1,067,234

Notes on Financial Statements

1 Revenue from Brazil location - plan had Seoul, Madrid, Los Angeles and second system selling in November

2 Cost of Sales - includes over $21,000 in minimum guarantee to Madrid with no revenue

3 Legal fees on patents for $8,200 not in plan for this month; patent management moved from Gowlings to ADE & CO to reduce costs

4 Office costs include $3,500 for furniture and fixtures for the office - expensed in accounts 

5 Interest costs - bridge loan at 12% same as previous, balance slightly higher, interest not planned for Chae purchase now included

Month YTD
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Digital Underground Media Inc.

Financial Reporting Package

For the Month of  December 2015
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Digital Underground Media Inc.

Consolidated Statement of Financial Position
As at December 31, 2015

Actual Plan Variance

Current Assets
Cash 3,986,744 3,535,918 450,826

Funds Held in Escrow for Korea Purchase 302,100 0 302,100

Accounts Receivable 142,626 79,587 63,039

Inventory Parts for Systems 504,085 933,677 (429,592)

Deposit on Installation 371,562 0 371,562

Prepaid Expenses 28,623 17,579 11,044

Total Current Assets 5,335,741 4,566,761 768,980

Capital Assets
Systems 846,559 846,559 (1)

Accumulated Depreciation - Systems (158,069) (157,572) (497)

Net Systems 688,490 688,987 (497)

Furniture and Fixtures 4,914 0 4,914

Accumulated Depreciation - Fixtures (3,089) 0 (3,089)

Net Fixtures 1,824 0 1,824

Tunnel Software 611,942 616,856 (4,914)

Accumulated Depreciation Software (74,963) (66,928) (8,035)

Net Software 536,979 549,928 (12,949)

Intangible Assets
Spectrum Motion License 653,339 653,339 0

Accumulated Amortization SMM (402,891) (402,892) 1

Net SMM License 250,448 250,447 1

TVS License 16,818 16,818 0

Accumulated Amortization TVS License (2,117) (2,118) 1

Total TVs License 14,701 14,700 1

Asset Purchase 

Innovex 415,000 415,000 0

Dasung 100,000 100,000 0

TVS  332,342 355,693 (23,352)

Less Accumulated Amortization (16,113) (46,785) 30,672

Net Intangibles  Acquired 831,229 823,908 7,320

Other Assets

TVS Receivable 48,440 0 48,440

Transit Deposits 159,773 154,610 5,163

Total Other Assets 208,213 154,610 53,603

Total Assets 7,867,624 7,049,341 818,283
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Digital Underground Media Inc.

Consolidated Statement of Financial Position
As at December 31, 2015

Actual Plan Variance

Liabilities and Equity
Accounts Payable and accruals 610,925 29,344 581,581 **

Wages Payable 2,923 0 2,923

VAT / GST Recoverable (184,579) 0 (184,579)

Current Liabilities 429,269 29,344 399,925

Due to Telefonica 241,004 0 241,004

Due to JD Craig Holdings 2,281,134 2,282,038 (904)

Due to Spectrum Motion Media 517,183 488,814 28,369

Due to DUM Holdings Inc. 464,850 464,886 (37)

Due to David Chae 398,391 398,369 22

Total Liabilities 4,331,830 3,663,451 668,379

Equity
Common B 3,503,736 3,263,616 240,120

Share Premium 42,280 0 42,280

Common A 5,000,000 5,000,000 0

Preferred Equity 3,000,000 3,000,000 0

Share Issuance Costs (432,400) 0 (432,400)

Deficit (7,581,033) (7,877,726) 296,693

Minority Interest (249) 0 (249)

Accumulated Other Comprehensive Loss 3,459 0 3,459

Total Equity 3,535,794 3,385,890 149,904

Total Liabilities and Equity 7,867,624 7,049,341 818,283
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Digital Underground Media Inc.

Consolidated Statement of Loss
For the period ending December 31, 2015

Actual Plan Variance Actual Plan Variance Notes

Net Revenue

Revenue net agency discounts 34,241 240,060

Direct Taxes on Revenue (4,115) (28,852)

Net Revenue 30,126 79,587 (49,461) 211,208 283,866 (72,658) 1

Cost of Sales

Volume Bonus 3,082 0 3,082 21,605 0 21,605

Transit Share Rent 32,667 75,344 (42,677) 151,844 261,594 (109,750)

License Fee 0 0 0 0 0 0

Sales Commissions 9,473 7,163 2,310 66,417 38,625 27,792

System Operating Costs 106 2,250 (2,144) 401 6,851 (6,450)

Total Cost of Sales 45,328 84,757 (39,429) 240,267 307,070 (66,803) 2

Gross Margin (15,203) (5,170) (10,033) (29,060) (23,204) (5,856)

Expenses

Location Expenses 7,660 10,000 2,340 51,954 45,402 (6,552)

Sales and Marketing 13,137 26,666 13,529 48,289 79,592 31,303

Sales Research 0 45,000 45,000 17,685 95,125 77,440

Digital Control 0 2,500 2,500 0 5,000 5,000

Executive 37,167 88,468 51,301 127,374 212,583 85,210

Finance 30,924 35,636 4,712 208,221 206,577 (1,644) 3

Operations Management 8,000 8,000 0 32,000 32,000 0

Research and Development 23,317 27,458 4,141 92,841 105,328 12,487

Project Management 1,366 5,000 3,634 7,267 17,844 10,577

Administration 6,410 8,267 1,857 26,705 30,002 3,297 4

I/T 0 3,000 3,000 0 11,000 11,000

Total Expenses 127,982 259,995 132,013 612,335 840,453 228,118

EBITDA (143,184) (265,165) 121,981 (641,395) (863,657) 222,262

Loss (gain) Foreign Exchange 13,097 0 (13,097) 35,812 0 (35,812)

Interest Expense 37,162 32,423 (4,739) 142,950 129,599 (13,351) 5

Depreciation and Amortization 35,371 33,239 (2,132) 143,952 136,381 (7,571)

Net Income before taxes (228,814) (330,827) 102,013 (964,109) (1,129,637) 165,528

Income taxes (842) 0 (842) (5,901) (1,564) (4,337)

Net Income after taxes (229,656) (330,827) 101,171 (970,010) (1,131,201) 161,191

Month YTD

461



Digital Underground Media Inc.

Consolidated Statement of Expenses
For the period ending December 31, 2015

Actual Plan Variance Actual Plan Variance Notes

Location Expenses

Salaries 0 18,098

Professional fees 3,707 16,962

Consulting 3,707 15,394

Rent 177 1,023

Bank Charges 71 479

Total Location expenses 7,660 10,000 2,340 51,954 45,402 (6,552)

Sales and Marketing

Promotion 5,137 16,666 11,529 17,836 46,155 28,319

Travel 8,000 10,000 2,000 30,453 33,437 2,984

Total Sales and Marketing 13,137 26,666 13,529 48,289 79,592 31,303

Sales Research

Outside Research 0 45,000 45,000 17,685 95,125 77,440

Digital Control

Contract Work 0 2,500 2,500 0 5,000 5,000

Executive

Salaries and benefits 16,667 23,885 7,218 69,023 88,756 19,733

Business development 19,810 62,500 42,690 56,280 118,970 62,690

Board Meetings 0 0 0 0 0 0

D&O Insurance 690 2,083 1,393 2,070 4,857 2,787

Total Executive 37,167 88,468 51,301 127,374 212,583 85,210

Finance

Salaries and benefits 15,629 19,636 4,007 58,503 72,771 14,268

Software License Fees 295 1,000 705 461 3,000 2,539

Debt Finance Fee 0 0 0 69,000 69,000 0

Professional fees 15,000 15,000 0 80,257 61,806 (18,451) 3

Total Finance 30,924 35,636 4,712 208,221 206,577 (1,644)

Operations Management

Consulting 8,000 8,000 0 32,000 32,000 0

Research & Development

Contractors 23,317 12,458 (10,859) 92,841 45,328 (47,513)

R&D costs 0 15,000 15,000 0 60,000 60,000

Total Research & Development 23,317 27,458 4,141 92,841 105,328 12,487

Month YTD
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Digital Underground Media Inc.

Consolidated Statement of Expenses
For the period ending  December 31, 2015

Actual Plan Variance Actual Plan Variance Notes

Project Management

Travel 1,366 5,000 3,634 7,267 17,844 10,577

Administration

Insurance General Liability 1,935 2,500 565 7,732 9,429 1,697

Bank Charges 326 1,000 674 1,690 3,442 1,752

Office and Postage 66 1,000 934 7,468 4,443 (3,025) 4

Office Phones 165 100 (65) 779 714 (65)

Cell Phones 600 400 (200) 1,538 1,538 0

Internet 234 200 (34) 453 600 147

Bad Debt reserve 0 (58) (58) 0 (205) (205)

Office Rent 3,083 3,125 42 7,045 10,041 2,996

Total Administration 6,410 8,267 1,857 26,705 30,002 3,297

I/T

Software License Fees 0 1,000 1,000 0 3,000 3,000

Contract Work 0 2,000 2,000 0 8,000 8,000

Total I/T 0 3,000 3,000 0 11,000 11,000

Interest Expense

Interest on Loan 23,249 23,023 (226) 87,827 88,829 1,002

Interest on license and asset purchases 10,886 6,513 (4,373) 43,149 26,880 (16,269)

Interest on DUM Holdings Loan 2,890 2,887 (3) 11,421 11,752 331

Other Interest Paid 137 0 (137) 553 2,138 1,585

Total Interest 37,162 32,423 (4,739) 142,950 129,599 (13,351) 5

Depreciation and Amortization

Systems 7,303 7,055 (248) 31,639 28,219 (3,420)

Non System Assets 46 0 (46) 188 0 (188)

Tunnel Software 14,916 9,321 (5,595) 59,664 37,275 (22,389)

Spectrum Motion Patent 10,889 10,889 0 43,555 43,556 1

Asset Purchases 2,217 5,974 3,757 8,907 27,331 18,424

Total Depreciation and Amortization 35,371 33,239 (2,132) 143,952 136,381 (7,571)

Month YTD
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Digital Underground Media Inc.

Consolidated Statement of Cash Flows
For the period ending  December 31, 2015

Actual Plan Variance Actual Plan Variance

Cash provided for (used for) the following activities

Operating activities

Cash received from customers 0 79,587 (79,587) 0 315,780 (315,780)

Cash paid to suppliers and employees (105,289) (635,928) 530,639 (734,543) (1,586,185) 851,642

Interest paid (23,249) (23,023) (226) (88,018) (88,829) 811

(128,538) (579,364) 450,826 (822,561) (1,359,234) 536,673

Financing activities

Spectrum Motion Media loan payment 0 0 0 (131,042) (123,598) (7,444)

Retirement of Windsor Loan 0 0 0 (2,191,532) 0 (2,191,532)

JD Craig Loan 0 0 0 2,212,134 0 2,212,134

Proceeds from issuance of shares 3,000,000 3,000,000 0 3,000,000 3,000,000 0

3,000,000 3,000,000 0 2,889,560 2,876,402 13,158

Investing activities

Non System Assets 0 0 0 0 0 0

Money in Escrow for Korea Purchase 0 0 0 (302,100) 0 (302,100)

Deposit on Systems 0 0 0 (162,992) 0 (162,992)

System Purchases 0 0 0 0 0 0

0 0 0 (465,092) 0 (465,092)

Increase (decrease) in cash resources 2,871,462 2,420,636 450,826 1,601,907 1,517,168 (416,843)

Cash resources, beginning of period 1,115,282 1,115,282 0 2,384,837 2,018,750 366,087

Cash resources, end of period 3,986,744 3,535,918 450,826 3,986,744 3,535,918 450,826

Notes on Financial Statements

1 Revenue from Brazil location - lower than anticipated for December

2 Cost of Sales - includes over $21,000 in minimum guarantee to Madrid with no revenue

3 Legal fees on patents not originally budgeted 

4 YTD Office costs include $3,500 for furniture and fixtures for the office - expensed in accounts 

5 Interest costs - bridge loan at 12% same as previous, balance slightly higher, interest not planned for Chae purchase now included

** Payables are higher than anticpated - accrual of finance fee of $150,000 plus payables in Brazil (these will be paid in January)

Brazil has been holding payables until Bank account under full control of new country manager (this occurred in January 2016)

Month YTD
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Digital	Underground	Media	Inc.
Financial	Reporting	Package

For	the	Month	of	 	January	2016
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Financial	Position

As	at	January	31,	2016

Actual Plan Variance
Current	Assets
Cash 3,428,990 2,511,484 917,506
Funds	Held	in	Escrow	for	Korea	Purchase 308,195 0 308,195
Accounts	Receivable 142,626 87,974 54,652
Inventory	Parts	for	Systems 504,085 933,677 (429,592)
Deposit	on	Installation 389,553 0 389,553
Prepaid	Expenses	 29,940 17,579 12,361
Total	Current	Assets 4,803,388 3,550,714 1,252,674

Capital	Assets
Systems 846,559 846,559 (1)
Accumulated	Depreciation	-	Systems (162,814) (162,814) 0
Net	Systems 683,745 683,745 (0)
Furniture	and	Fixtures 4,914 0 4,914
Accumulated	Depreciation	-	Fixtures (3,135) 0 (3,135)
Net	Fixtures 1,778 0 1,778
Tunnel	Software 611,942 616,856 (4,914)
Accumulated	Depreciation	Software (89,879) (89,879) 0
Net	Software 522,063 526,977 (4,914)

Intangible	Assets
Spectrum	Motion	License 653,339 653,339 0
Accumulated	Amortization	SMM (413,780) (413,780) 0
Net	SMM	License 239,559 239,559 0
TVS	License 16,818 16,818 0
Accumulated	Amortization	TVS	License (2,117) (2,118) 1
Total	TVs	License 14,701 14,700 1
Asset	Purchase	
Innovex 415,000 415,000 0
Dasung 100,000 100,000 0
TVS		 332,342 355,693 (23,352)
Less	Accumulated	Amortization (18,330) (46,785) 28,455
Net	Intangibles		Acquired 829,012 823,908 5,103

Other	Assets
TVS	Receivable 48,440 0 48,440
Transit	Deposits 160,221 654,610 (494,389)
Total	Other	Assets 208,661 654,610 (445,949)

Total	Assets 7,302,907 6,494,213 808,694
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Financial	Position

As	at	January	31,	2016

Actual Plan Variance
Liabilities	and	Equity
Accounts	Payable	and	accruals 557,251 50,824 506,427 **
Wages	Payable 5,078 0 5,078
VAT	/	GST	Recoverable (198,786) 0 (198,786)
Current	Liabilities 363,543 50,824 312,719

Due	to	Telefonica 244,564 0 244,564
Due	to	JD	Craig	Holdings 2,281,134 2,282,038 (904)
Due	to	Spectrum	Motion	Media 390,910 363,946 26,964
Due	to	DUM	Holdings	Inc. 467,740 467,792 (53)
Due	to	David	Chae 402,410 402,353 57
Total	Liabilities 4,150,300 3,566,953 583,347

Equity
Common	B 3,503,736 3,263,616 240,120
Share	Premium 42,280 0 42,280
Common	A 5,000,000 5,000,000 0
Preferred	Equity 3,000,000 3,000,000 0
Share	Issuance	Costs (432,400) 0 (432,400)
Deficit	 (7,951,793) (8,336,356) 384,563
Minority	Interest (249) 0 (249)
Accumulated	Other	Comprehensive	Loss	 (8,968) 0 (8,968)
Total	Equity 3,152,606 2,927,260 225,346

Total	Liabilities	and	Equity 7,302,907 6,494,213 808,694

467



Digital	Underground	Media	Inc.
Consolidated	Statement	of	Loss
For	the	period	ending	January	31,	2016

Actual Plan Variance Actual Plan Variance Notes
Net	Revenue
Revenue	net	agency	discounts 0 240,060
Direct	Taxes	on	Revenue 0 (28,852)
Net	Revenue 0 81,974 (81,974) 211,208 365,840 (154,632) 1

Cost	of	Sales
Volume	Bonus 0 0 0 21,605 0 21,605
Transit	Share	Rent 25,993 76,824 (50,831) 177,837 338,418 (160,581)
License	Fee 0 0 0 0 0 0
Sales	Commissions 0 7,378 (7,378) 66,417 19,337 47,080
System	Operating	Costs 105 2,250 (2,145) 506 9,101 (8,595)
Total	Cost	of	Sales 26,098 86,452 (60,354) 266,365 366,856 (100,491) 2

Gross	Margin (26,098) (4,478) (21,620) (55,158) (1,016) (54,142)

Expenses
Location	Expenses 10,225 10,000 (225) 62,179 45,402 (16,777)
Sales	and	Marketing 16,750 26,666 9,916 65,039 106,258 41,219
Sales	Research 3,500 70,000 66,500 21,185 165,125 143,940
Digital	Control 0 2,500 2,500 0 7,500 7,500
Executive 33,106 140,968 107,862 160,479 353,551 193,072
Finance 38,149 30,636 (7,513) 246,370 237,213 (9,157) 3
Operations	Management 8,000 8,000 0 40,000 40,000 0
Research	and	Development 147,768 84,958 (62,810) 240,609 190,286 (50,323)
Project	Management 1,756 5,000 3,244 9,023 22,844 13,821
Administration 6,743 8,280 1,537 33,447 38,282 4,835 4
I/T 0 3,000 3,000 0 14,000 14,000
Total	Expenses 265,997 390,008 124,011 878,333 1,220,461 342,128

EBITDA (292,095) (394,486) 102,391 (933,490) (1,221,477) 287,987
Loss	(gain)	Foreign	Exchange 12,416 0 (12,416) 48,229 0 (48,229)
Interest	Expense 33,435 31,061 (2,374) 176,384 160,660 (15,724) 5
Depreciation	and	Amortization 32,813 42,404 9,591 176,765 178,785 2,020
Net	Income	before	taxes (370,759) (467,951) 97,192 (1,334,869) (1,560,922) 226,053
Income	taxes 0 0 0 (5,901) (1,564) (4,337)
Net	Income	after	taxes (370,759) (467,951) 97,192 (1,340,770) (1,562,486) 221,716

Month YTD

468



Digital	Underground	Media	Inc.
Consolidated	Statement	of	Expenses

For	the	period	ending	January	31,	2016

Actual Plan Variance Actual Plan Variance Notes

Location	Expenses
Salaries 0 18,098
Professional	fees 6,217 23,178
Consulting 3,683 19,077
Rent 175 1,198
Bank	Charges 150 628
Total	Location	expenses 10,225 10,000 (225) 62,179 45,402 (16,777)

Sales	and	Marketing
Promotion 11,250 16,666 5,416 35,953 62,821 26,868
Travel 5,500 10,000 4,500 29,086 43,437 14,351
Total	Sales	and	Marketing 16,750 26,666 9,916 65,039 106,258 41,219 7

Sales	Research
Outside	Research 3,500 70,000 66,500 21,185 165,125 143,940 7

Digital	Control
Contract	Work 0 2,500 2,500 0 7,500 7,500

Executive
Salaries	and	benefits 17,916 23,885 5,969 86,939 112,641 25,702
Business	development 14,500 105,000 90,500 70,780 223,970 153,190 7
Board	Meetings 0 10,000 10,000 0 10,000 10,000
D&O	Insurance 690 2,083 1,393 2,760 6,940 4,180
Total	Executive 33,106 140,968 107,862 160,479 353,551 193,072

Finance
Salaries	and	benefits 14,767 19,636 4,869 73,269 92,407 19,138
Software	License	Fees 200 1,000 800 661 4,000 3,339
Debt	Finance	Fee 0 0 0 69,000 69,000 0
Professional	fees 23,183 10,000 (13,183) 103,440 71,806 (31,634) 3
Total	Finance 38,149 30,636 (7,513) 246,370 237,213 (9,157)

Operations	Management
Consulting 8,000 8,000 0 40,000 40,000 0

Research	&	Development
Contractors 23,317 12,458 (10,859) 116,158 57,786 (58,372)
R&D	costs 124,451 72,500 (51,951) 124,451 132,500 8,049
Total	Research	&	Development 147,768 84,958 (62,810) 240,609 190,286 (50,323) 4

Month YTD
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Expenses

For	the	period	ending	January	31,	2016

Actual Plan Variance Actual Plan Variance Notes

Project	Management
Travel	 1,756 5,000 3,244 9,023 22,844 13,821 7

Administration
Insurance	General	Liability 1,935 2,500 565 9,667 11,929 2,262
Bank	Charges 193 1,000 807 1,883 4,442 2,559
Office	and	Postage 32 1,000 968 7,500 5,443 (2,057)
Office	Phones 300 100 (200) 1,079 814 (265)
Cell	Phones 1,000 400 (600) 2,538 1,938 (600)
Internet 200 200 0 653 800 147
Bad	Debt	reserve 0 (45) (45) 0 (250) (250)
Office	Rent 3,083 3,125 42 10,128 13,166 3,038
Total	Administration 6,743 8,280 1,537 33,447 38,282 4,835

I/T
Software	License	Fees 0 1,000 1,000 0 4,000 4,000
Contract	Work 0 2,000 2,000 0 10,000 10,000
Total	I/T 0 3,000 3,000 0 14,000 14,000

Interest	Expense
Interest	on	Loan 22,546 23,023 477 110,372 111,852 1,480
Interest	on	license	and	asset	purchases 7,967 5,132 (2,835) 51,116 32,012 (19,104)
Interest	on	DUM	Holdings	Loan 2,890 2,906 16 14,311 14,658 347
Other	Interest	Paid 32 0 (32) 585 2,138 1,553
Total	Interest 33,435 31,061 (2,374) 176,384 160,660 (15,724) 5

Depreciation	and	Amortization
Systems 4,745 7,055 2,310 36,384 35,274 (1,110)
Non	System	Assets 46 9,165 9,119 234 9,165 8,931
Tunnel	Software 14,916 9,321 (5,595) 74,580 46,596 (27,984)
Spectrum	Motion	Patent 10,889 10,889 0 54,444 54,445 1
Asset	Purchases 2,217 5,974 3,757 11,124 33,305 22,181
Total	Depreciation	and	Amortization 32,813 42,404 9,591 176,765 178,785 2,020

Month YTD
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Cash	Flows

For	the	period	ending		January	31,	2016

Actual Plan Variance Actual Plan Variance

Cash	provided	for	(used	for)	the	following	activities
Operating	activities
Cash	received	from	customers 0 79,587 (79,587) 0 395,367 (395,367)
Cash	paid	to	suppliers	and	employees (392,772) (456,130) 63,358 (1,127,316) (2,042,315) 914,999
Interest	paid (22,546) (23,023) 477 (110,564) (111,852) 1,288

(415,318) (399,566) (15,752) (1,237,879) (1,758,800) 520,921
Financing	activities
Spectrum	Motion	Media	loan	payment (142,436) (124,868) (17,568) (273,478) (248,466) (25,012)
Retirement	of	Windsor	Loan 0 0 0 (2,191,532) 0 (2,191,532)
JD	Craig	Loan 0 0 0 2,212,134 0 2,212,134
Proceeds	from	issuance	of	shares 0 0 0 3,000,000 3,000,000 0

(142,436) (124,868) (17,568) 2,747,124 2,751,534 (4,410)

Investing	activities
Non	System	Assets 0 0 0 0 0 0
Money	in	Escrow	for	Korea	Purchase 0 0 0 (302,100) 0 (302,100)
Deposit	on	Systems 0 (500,000) 500,000 (162,992) (500,000) 337,008
System	Purchases 0 0 0 0 0 0

0 (500,000) 500,000 (465,092) (500,000) 34,908

Increase	(decrease)	in	cash	resources (557,754) (1,024,434) 466,680 1,044,153 492,734 (974,597)
Cash	resources,	beginning	of	period 3,986,744 3,535,918 450,826 2,384,837 2,018,750 366,087

Cash	resources,	end	of	period 3,428,990 2,511,484 917,507 3,428,990 2,511,484 917,506 6

Notes	on	Financial	Statements
1 Revenue	from	Brazil	location	-	No	revenue	from	Brazil	for	January
2 Cost	of	Sales	-	includes	minimum	guarantee	to	Madrid	with	no	revenue
3 Legal	fee	for	Sales	Agent	Contract	template	$6,000;	accrued	$15,000	for	future	costs	and	budget	only	$10,000;	
4 R&D	costs	include	the	ridervision	all	in	January	plus	led	panels,	etc	for	testing	-	budgeted	over	two	months	(Jan	and	Feb)	-	will	balance	out	in	Feb
5 Interest	costs	-	bridge	loan	at	12%	same	as	previous,	balance	slightly	higher,	interest	not	planned	for	Chae	purchase	now	included
** Payables	are	higher	than	anticpated	-	payables	in	Brazil	will	be	paid	in	March	as	money	comes	in

Canada	accrual	-	professional	fees	for	2015/2014	audit,	2016	audit	accrual,	R&D	salaries	paid	every	three	months,
6 Cash	higher	than	budgeted	-	deposit	for	Seoul	Metro	of	$500,000	occurred	in	February	2016	will	move	from	Cash	to	Transit	Deposits

7 The	additional	expenses	budgeted	for	in	November	2015	have	not	occurred	as	planned,	these	accounts	are	under	budget	this	is	a	timing	issue
The	expenses	have	been	pushed	out	a	couple	of	months.

Month YTD
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Financial	Reporting	Package
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Financial	Position

As	at	February	29,	2016

Actual Plan Variance
Current	Assets
Cash 2,521,859 1,988,297 533,562
Funds	Held	in	Escrow	for	Korea	Purchase 811,625 0 811,625
Accounts	Receivable 103,605 76,686 26,919
Inventory	Parts	for	Systems 504,085 1,058,677 (554,592)
Deposit	on	Installation 395,753 0 395,753
Prepaid	Expenses	 49,241 17,579 31,662
Total	Current	Assets 4,386,168 3,141,239 1,244,929

Capital	Assets
Systems 961,055 846,559 114,496
Accumulated	Depreciation	-	Systems (170,197) (178,736) 8,539
Net	Systems 790,858 667,823 123,035
Furniture	and	Fixtures 8,208 0 8,208
Accumulated	Depreciation	-	Fixtures (3,181) 0 (3,181)
Net	Fixtures 5,027 19,688 (14,661)
Tunnel	Software 611,942 616,856 (4,914)
Accumulated	Depreciation	Software (104,795) (104,795) 0
Net	Software 507,147 512,061 (4,914)

Intangible	Assets
Spectrum	Motion	License 653,339 653,339 0
Accumulated	Amortization	SMM (424,669) (424,669) 0
Net	SMM	License 228,670 228,670 0
TVS	License 16,818 16,818 0
Accumulated	Amortization	TVS	License (2,117) (2,118) 1
Total	TVs	License 14,701 14,700 1
Asset	Purchase	
Innovex 415,000 415,000 0
Dasung 100,000 100,000 0
TVS		 332,342 355,693 (23,352)
Less	Accumulated	Amortization (20,547) (58,346) 37,799
Net	Intangibles		Acquired 826,795 812,347 14,448

Other	Assets
TVS	Receivable 48,440 0 48,440
Transit	Deposits 160,221 654,610 (494,389)
Total	Other	Assets 208,661 654,610 (445,949)

Total	Assets 6,968,026 6,051,138 916,888
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Financial	Position

As	at	February	29,	2016

Actual Plan Variance
Liabilities	and	Equity
Accounts	Payable	and	accruals 565,290 47,545 517,745 **
Wages	Payable 5,078 0 5,078
VAT	/	GST	Recoverable (251,416) 0 (251,416)
Current	Liabilities 318,952 47,545 271,407

Due	to	Telefonica 244,564 0 244,564
Due	to	JD	Craig	Holdings 2,281,134 2,280,553 581
Due	to	Spectrum	Motion	Media 390,910 368,534 22,376
Due	to	DUM	Holdings	Inc. 470,630 470,715 (85)
Due	to	David	Chae 406,429 406,377 52
Total	Liabilities 4,112,619 3,573,724 538,895

Equity
Common	B 3,503,736 3,263,616 240,120
Share	Premium 42,280 0 42,280
Common	A 5,000,000 5,000,000 0
Preferred	Equity 3,000,000 3,000,000 0
Share	Issuance	Costs (432,000) 0 (432,000)
Deficit	 (8,252,663) (8,786,202) 533,539
Minority	Interest (249) 0 (249)
Accumulated	Other	Comprehensive	Loss	 (5,697) 0 (5,697)
Total	Equity 2,855,407 2,477,414 377,993

Total	Liabilities	and	Equity 6,968,026 6,051,138 916,888
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Loss
For	the	period	ending	February	29,	2016

Actual Plan Variance Actual Plan Variance Notes
Net	Revenue
Revenue	net	agency	discounts 0 240,060
Direct	Taxes	on	Revenue 0 (28,852)
Net	Revenue 0 76,686 (76,686) 211,208 442,526 (231,318) 1

Cost	of	Sales
Volume	Bonus 0 0 0 21,605 0 21,605
Transit	Share	Rent 25,762 73,545 (47,783) 203,599 411,963 (208,364)
License	Fee 0 0 0 0 0 0
Sales	Commissions 0 6,902 (6,902) 66,417 26,239 40,178
System	Operating	Costs 285 2,250 (1,965) 792 11,351 (10,559)
Total	Cost	of	Sales 26,047 82,697 (56,650) 292,413 449,553 (157,140) 2

Gross	Margin (26,047) (6,011) (20,036) (81,206) (7,027) (74,179)

Expenses
Location	Expenses 41,575 10,000 (31,575) 103,752 55,402 (48,350) 3
Sales	and	Marketing 32,148 26,666 (5,482) 97,187 132,924 35,737
Sales	Research 3,500 99,583 96,083 24,685 264,708 240,023
Digital	Control 0 2,500 2,500 0 10,000 10,000
Executive 38,740 88,468 49,728 199,220 442,019 242,799
Finance 32,859 30,636 (2,223) 279,230 267,849 (11,381)
Operations	Management 8,000 8,000 0 48,000 48,000 0
Research	and	Development 44,177 84,958 40,781 284,786 275,244 (9,542)
Project	Management 635 10,000 9,365 9,659 32,844 23,185
Administration 8,191 11,375 3,184 41,637 49,657 8,020
I/T 0 3,000 3,000 0 17,000 17,000
Total	Expenses 209,825 375,186 165,361 1,088,156 1,595,647 507,491

EBITDA (235,872) (381,197) 145,325 (1,169,362) (1,602,674) 433,312
Loss	(gain)	Foreign	Exchange 0 0 0 48,221 0 (48,221)
Interest	Expense 29,546 29,050 (496) 205,938 189,710 (16,228)
Depreciation	and	Amortization 35,451 48,920 13,469 212,216 227,705 15,489
Net	Income	before	taxes (300,869) (459,167) 158,298 (1,635,736) (2,020,089) 384,353
Income	taxes 0 0 0 (5,901) (1,564) (4,337)
Net	Income	after	taxes (300,869) (459,167) 158,298 (1,641,638) (2,021,653) 380,015

Month YTD
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Expenses

For	the	period	ending	February	29,	2016

Actual Plan Variance Actual Plan Variance Notes

Location	Expenses
Salaries 0 18,098
Professional	fees 6,143 29,321
Consulting 3,654 22,730
Rent 5 1,202
Bank	Charges 31,773 32,401 3
Total	Location	expenses 41,575 10,000 (31,575) 103,752 55,402 (48,350)

Sales	and	Marketing
Promotion 19,165 16,666 (2,499) 55,118 79,487 24,369
Travel 12,983 10,000 (2,983) 42,069 53,437 11,368
Total	Sales	and	Marketing 32,148 26,666 (5,482) 97,187 132,924 35,737 4

Sales	Research
Outside	Research 3,500 99,583 96,083 24,685 264,708 240,023 5

Digital	Control
Contract	Work 0 2,500 2,500 0 10,000 10,000

Executive
Salaries	and	benefits 21,425 23,885 2,460 108,364 136,526 28,162
Business	development 17,315 62,500 45,185 88,096 286,470 198,374
Board	Meetings 0 0 0 0 10,000 10,000
D&O	Insurance 0 2,083 2,083 2,760 9,023 6,263
Total	Executive 38,740 88,468 49,728 199,220 442,019 242,799

Finance
Salaries	and	benefits 18,359 19,636 1,277 91,629 112,043 20,414
Software	License	Fees 92 1,000 908 753 5,000 4,247
Debt	Finance	Fee 0 0 0 69,000 69,000 0
Professional	fees 14,408 10,000 (4,408) 117,848 81,806 (36,042)
Total	Finance 32,859 30,636 (2,223) 279,230 267,849 (11,381)

Operations	Management
Consulting 8,000 8,000 0 48,000 48,000 0

Research	&	Development
Contractors 23,317 12,458 (10,859) 139,475 70,244 (69,231)
R&D	costs 20,860 72,500 51,640 145,311 205,000 59,689
Total	Research	&	Development 44,177 84,958 40,781 284,786 275,244 (9,542)

Month YTD
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Expenses

For	the	period	ending	February	29,	2016

Actual Plan Variance Actual Plan Variance Notes

Project	Management
Travel	 635 10,000 9,365 9,659 32,844 23,185

Administration
Insurance	General	Liability 1,935 2,500 565 11,602 14,429 2,827
Bank	Charges 538 1,000 462 2,420 5,442 3,022
Office	and	Postage 1,242 1,000 (242) 8,742 6,443 (2,299)
Office	Phones 3 100 97 1,082 914 (168)
Cell	Phones 1,371 400 (971) 3,908 2,338 (1,570)
Internet 19 200 181 672 1,000 328
Bad	Debt	reserve 0 (75) (75) 0 (325) (325)
Office	Rent 3,083 6,250 3,167 13,211 19,416 6,205
Total	Administration 8,191 11,375 3,184 41,637 49,657 8,020

I/T
Software	License	Fees 0 1,000 1,000 0 5,000 5,000
Contract	Work 0 2,000 2,000 0 12,000 12,000
Total	I/T 0 3,000 3,000 0 17,000 17,000

Interest	Expense
Interest	on	Loan 21,749 21,538 (211) 132,121 133,390 1,269
Interest	on	license	and	asset	purchases 4,019 4,588 569 55,135 36,600 (18,535)
Interest	on	DUM	Holdings	Loan 2,890 2,924 34 17,201 17,582 381
Other	Interest	Paid 888 0 (888) 1,481 2,138 657
Total	Interest 29,546 29,050 (496) 205,938 189,710 (16,228)

Depreciation	and	Amortization
Systems 7,383 14,109 6,726 43,767 49,383 5,616
Non	System	Assets 46 9,013 8,967 279 18,178 17,899
Tunnel	Software 14,916 9,321 (5,595) 89,496 55,917 (33,579)
Spectrum	Motion	Patent 10,889 10,889 0 65,333 65,334 1
Asset	Purchases 2,217 5,588 3,371 13,341 38,893 25,552
Total	Depreciation	and	Amortization 35,451 48,920 13,469 212,216 227,705 15,489

Month YTD
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Cash	Flows

For	the	period	ending		February	29,	2016

Actual Plan Variance Actual Plan Variance

Cash	provided	for	(used	for)	the	following	activities
Operating	activities
Cash	received	from	customers 39,020 81,974 (42,954) 39,020 477,341 (438,321)
Cash	paid	to	suppliers	and	employees (182,483) (458,623) 276,140 (1,309,799) (2,500,938) 1,191,139
Interest	paid (21,749) (21,538) (211) (132,313) (133,390) 1,077

(165,212) (398,187) 232,975 (1,403,091) (2,156,987) 753,896
Financing	activities
Spectrum	Motion	Media	loan	payment 0 0 0 (273,478) (248,466) (25,012)
Retirement	of	Windsor	Loan 0 0 0 (2,191,532) 0 (2,191,532)
JD	Craig	Loan 0 0 0 2,212,134 0 2,212,134
Proceeds	from	issuance	of	shares 0 0 0 3,000,000 3,000,000 0

0 0 0 2,747,124 2,751,534 (4,410)

Investing	activities
Non	System	Assets (3,295) 0 (3,295) (3,295) 0 (3,295)
Money	in	Escrow	for	Korea	Purchase (503,430) 0 (503,430) (805,530) 0 (805,530)
Deposit	on	Systems (120,697) (125,000) 4,303 (283,689) (625,000) 341,311
System	Purchases (114,497) 0 (114,497) (114,497) 0 (114,497)

(741,919) (125,000) (616,919) (1,207,011) (625,000) (582,011)

Increase	(decrease)	in	cash	resources (907,131) (523,187) (383,944) 137,022 (30,453) (1,881,728)
Cash	resources,	beginning	of	period 3,428,990 2,511,484 917,507 2,384,837 2,018,750 366,087

Cash	resources,	end	of	period 2,521,859 1,988,297 533,563 2,521,859 1,988,297 533,562

Notes	on	Financial	Statements
1 Revenue	from	Brazil	location	-	No	revenue	from	Brazil	for	February
2 Cost	of	Sales	-	includes	minimum	guarantee	to	Madrid	with	no	revenue
3 Bank	guarantee	for	SMRT	contract	-	guarantee	fee	upfront	of	1.9%	expensed	all	in	Feb	2016-	interest	received	over	5	years	will	equal	the	upfront	payment
4 Timing	of	the	expenses	for	the	sales	and	marketing	costs	-	YTD	budget	still	below	expected	spend
** Payables	are	higher	than	anticpated	-	payables	in	Brazil	will	be	paid	in	March	as	money	comes	in

Canada	accrual	-	professional	fees	for	2015/2014	audit,	2016	audit	accrual,	R&D	salaries	paid	every	three	months,

Month YTD
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Digital	Underground	Media	Inc.
Financial	Reporting	Package

For	the	Month	of	 	March	2016

479



Digital	Underground	Media	Inc.
Consolidated	Statement	of	Financial	Position

As	at	March	31,	2016

Actual Plan Variance
Current	Assets
Cash 2,120,863 1,670,598 450,265
Funds	Held	in	Escrow	for	Korea	Purchase 515,354 0 515,354
Accounts	Receivable 0 81,974 (81,974)
Inventory	Parts	for	Systems 504,085 1,058,677 (554,592)
Deposit	on	Installation 395,753 0 395,753
Prepaid	Expenses	 49,241 17,579 31,662
Total	Current	Assets 3,585,296 2,828,828 756,468

Capital	Assets
Systems 1,257,326 846,559 410,767
Accumulated	Depreciation	-	Systems (177,655) (192,846) 15,191
Net	Systems 1,079,671 653,713 425,958
Furniture	and	Fixtures 8,208 0 8,208
Accumulated	Depreciation	-	Fixtures (3,227) 0 (3,227)
Net	Fixtures 4,981 19,688 (14,707)
Tunnel	Software 611,942 616,856 (4,914)
Accumulated	Depreciation	Software (119,711) (119,711) 0
Net	Software 492,231 497,145 (4,914)

Intangible	Assets
Spectrum	Motion	License 653,339 653,339 0
Accumulated	Amortization	SMM (435,558) (435,558) 0
Net	SMM	License 217,781 217,781 0
TVS	License 16,818 16,818 0
Accumulated	Amortization	TVS	License (2,117) (2,118) 1
Total	TVs	License 14,701 14,700 1
Asset	Purchase	
Innovex 415,000 415,000 0
Dasung 100,000 100,000 0
TVS		 332,342 355,693 (23,352)
Less	Accumulated	Amortization (22,764) (58,346) 35,582
Net	Intangibles		Acquired 824,578 812,347 12,231

Other	Assets
TVS	Receivable 48,440 0 48,440
Transit	Deposits 160,221 654,610 (494,389)
Total	Other	Assets 208,661 654,610 (445,949)

Total	Assets 6,427,899 5,698,812 729,087
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Financial	Position

As	at	March	31,	2016

Actual Plan Variance
Liabilities	and	Equity
Accounts	Payable	and	accruals 541,317 50,824 490,493 **
Wages	Payable 9,072 0 9,072
VAT	/	GST	Recoverable (259,855) 0 (259,855)
Current	Liabilities 290,534 50,824 239,710

Due	to	Telefonica 229,521 0 229,521
Due	to	JD	Craig	Holdings 2,281,134 2,282,038 (904)
Due	to	Spectrum	Motion	Media 390,910 373,501 17,409
Due	to	DUM	Holdings	Inc. 473,520 473,657 (137)
Due	to	David	Chae 210,449 410,440 (199,991)
Total	Liabilities 3,876,068 3,590,460 285,608

Equity
Common	B 3,503,736 3,263,616 240,120
Share	Premium 42,280 0 42,280
Common	A 5,000,000 5,000,000 0
Preferred	Equity 3,000,000 3,000,000 0
Share	Issuance	Costs (432,000) 0 (432,000)
Deficit	 (8,556,239) (9,155,264) 599,025
Minority	Interest (249) 0 (249)
Accumulated	Other	Comprehensive	Loss	 (5,697) 0 (5,697)
Total	Equity 2,551,831 2,108,352 443,479

Total	Liabilities	and	Equity 6,427,899 5,698,812 729,087
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Loss

For	the	period	ending	March	31,	2016

Actual Plan Variance Actual Plan Variance Notes
Net	Revenue
Revenue	net	agency	discounts 18,605 258,664
Direct	Taxes	on	Revenue (2,236) (31,088)
Net	Revenue 16,369 81,974 (65,605) 227,576 524,500 (296,924) 1

Cost	of	Sales
Volume	Bonus 1,674 0 1,674 23,280 0 23,280
Transit	Share	Rent 28,887 50,824 (21,937) 232,486 462,787 (230,301)
License	Fee 0 0 0 0 0 0
Sales	Commissions 5,147 7,378 (2,231) 71,564 33,617 37,947
System	Operating	Costs 523 2,250 (1,727) 1,314 13,601 (12,287)
Total	Cost	of	Sales 36,231 60,452 (24,221) 328,644 510,005 (181,361) 2

Gross	Margin (19,862) 21,522 (41,384) (101,068) 14,495 (115,563)

Expenses
Location	Expenses 14,932 10,000 (4,932) 118,686 65,402 (53,284) 3
Sales	and	Marketing 47,725 32,833 (14,892) 144,911 165,757 20,846
Sales	Research 3,500 24,917 21,417 28,185 289,625 261,440
Digital	Control 0 2,500 2,500 0 12,500 12,500
Executive 48,180 100,968 52,788 247,399 542,987 295,588
Finance 61,734 30,636 (31,098) 340,963 298,485 (42,478)
Operations	Management 8,000 8,000 0 56,000 56,000 0
Research	and	Development 23,281 84,958 61,677 308,067 360,202 52,135
Project	Management 927 10,000 9,073 10,586 42,844 32,258
Administration 7,531 11,925 4,394 49,168 61,582 12,414
I/T 1,727 3,000 1,273 1,727 20,000 18,273
Total	Expenses 217,537 319,737 102,200 1,305,693 1,915,384 609,691

EBITDA (237,399) (298,215) 60,816 (1,406,760) (1,900,889) 494,129
Loss	(gain)	Foreign	Exchange 0 0 0 48,221 0 (48,221)
Interest	Expense 30,194 30,932 738 236,132 220,642 (15,490)
Depreciation	and	Amortization 35,526 49,156 13,630 247,742 276,861 29,119
Net	Income	before	taxes (303,119) (378,303) 75,184 (1,938,855) (2,398,392) 459,537
Income	taxes (457) 0 (457) (6,359) (1,564) (4,795)
Net	Income	after	taxes (303,576) (378,303) 74,727 (1,945,214) (2,399,956) 454,742

Month YTD
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Expenses

For	the	period	ending	March	31,	2016

Actual Plan Variance Actual Plan Variance Notes

Location	Expenses
Salaries 0 18,098
Professional	fees 5,546 34,867
Consulting 7,758 30,488
Rent	/	Office 1,585 2,788
Bank	Charges 44 32,445 3
Total	Location	expenses 14,932 10,000 (4,932) 118,686 65,402 (53,284)

Sales	and	Marketing
Promotion 31,932 22,833 (9,099) 70,911 102,320 31,409 4
Travel 15,793 10,000 (5,793) 74,001 63,437 (10,564) 5
Total	Sales	and	Marketing 47,725 32,833 (14,892) 144,911 165,757 20,846

Sales	Research
Outside	Research 3,500 24,917 21,417 28,185 289,625 261,440

Digital	Control
Contract	Work 0 2,500 2,500 0 12,500 12,500

Executive
Salaries	and	benefits 28,660 23,885 (4,775) 137,023 160,411 23,388 6
Business	development 19,520 75,000 55,480 107,616 361,470 253,854
Board	Meetings 0 0 0 0 10,000 10,000
D&O	Insurance 0 2,083 2,083 2,760 11,106 8,346
Total	Executive 48,180 100,968 52,788 247,399 542,987 295,588

Finance
Salaries	and	benefits 16,767 19,636 2,869 108,396 131,679 23,283
Software	License	Fees 0 1,000 1,000 753 6,000 5,247
Debt	Finance	Fee 0 0 0 69,000 69,000 0
Professional	fees 44,967 10,000 (34,967) 162,815 91,806 (71,009) 7
Total	Finance 61,734 30,636 (31,098) 340,963 298,485 (42,478)

Operations	Management
Consulting 8,000 8,000 0 56,000 56,000 0

Research	&	Development
Contractors 23,317 12,458 (10,859) 162,792 82,702 (80,090)
R&D	costs (36) 72,500 72,536 145,275 277,500 132,225
Total	Research	&	Development 23,281 84,958 61,677 308,067 360,202 52,135

Month YTD
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Expenses

For	the	period	ending	March	31,	2016

Actual Plan Variance Actual Plan Variance Notes

Project	Management
Travel	 927 10,000 9,073 10,586 42,844 32,258

Administration
Insurance	General	Liability 1,935 2,500 565 13,537 16,929 3,392
Bank	Charges 314 1,000 686 2,734 6,442 3,708
Office	and	Postage 12 1,000 988 8,754 7,443 (1,311)
Office	Phones 0 100 100 1,082 1,014 (68)
Cell	Phones 0 400 400 3,908 2,738 (1,170)
Internet 0 200 200 672 1,200 528
Bad	Debt	reserve 0 475 475 0 150 150
Office	Rent 5,270 6,250 980 18,482 25,666 7,184
Total	Administration 7,531 11,925 4,394 49,168 61,582 12,414

I/T
Software	License	Fees 0 1,000 1,000 0 6,000 6,000
Contract	Work 1,727 2,000 273 1,727 14,000 12,273
Total	I/T 1,727 3,000 1,273 1,727 20,000 18,273

Interest	Expense
Interest	on	Loan 23,249 23,023 (226) 155,370 156,413 1,043
Interest	on	license	and	asset	purchases 4,019 4,967 948 59,155 41,567 (17,588)
Interest	on	DUM	Holdings	Loan 2,890 2,942 52 20,091 20,524 433
Other	Interest	Paid 36 0 (36) 1,516 2,138 622
Total	Interest 30,194 30,932 738 236,132 220,642 (15,490)

Depreciation	and	Amortization
Systems 7,458 14,109 6,651 51,225 63,492 12,267
Non	System	Assets 46 8,863 8,817 326 27,041 26,715
Tunnel	Software 14,916 9,321 (5,595) 104,412 65,238 (39,174)
Spectrum	Motion	Patent 10,889 10,889 0 76,222 76,223 1
Asset	Purchases 2,217 5,974 3,757 15,558 44,867 29,309
Total	Depreciation	and	Amortization 35,526 49,156 13,630 247,742 276,861 29,119

Month YTD
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Cash	Flows

For	the	period	ending		March	31,	2016

Actual Plan Variance Actual Plan Variance

Cash	provided	for	(used	for)	the	following	activities
Operating	activities
Cash	received	from	customers 128,965 81,974 46,991 167,985 559,315 (391,330)
Cash	paid	to	suppliers	and	employees (306,713) (251,650) (55,063) (1,616,512) (2,752,588) 1,136,076
Interest	paid (23,249) (23,023) (226) (155,562) (156,413) 851

(200,997) (192,699) (8,298) (1,604,088) (2,349,686) 745,598
Financing	activities
Spectrum	Motion	Media	loan	payment 0 0 0 (273,478) (248,466) (25,012)
Retirement	of	Windsor	Loan 0 0 0 (2,191,532) 0 (2,191,532)
Due	to	Chae (200,000) 0 (200,000) (200,000) 0 (200,000)
JD	Craig	Loan 0 0 0 2,212,134 0 2,212,134
Proceeds	from	issuance	of	shares 0 0 0 3,000,000 3,000,000 0

(200,000) 0 (200,000) 2,547,124 2,751,534 (204,410)

Investing	activities
Non	System	Assets 0 0 0 (3,295) 0 (3,295)
Money	in	Escrow	for	Korea	Purchase 0 0 0 (805,530) 0 (805,530)
Deposit	on	Systems 0 (125,000) 125,000 (283,689) (750,000) 466,311
System	Purchases 0 0 0 (114,497) 0 (114,497)

0 (125,000) 125,000 (1,207,011) (750,000) (457,011)

Increase	(decrease)	in	cash	resources (400,997) (317,699) (83,298) (263,975) (348,152) (2,282,725)
Cash	resources,	beginning	of	period 2,521,859 1,988,297 533,563 2,384,837 2,018,750 366,087

Cash	resources,	end	of	period 2,120,863 1,670,598 450,265 2,120,862 1,670,598 450,264

Notes	on	Financial	Statements
1 Revenue	from	Brazil	location	-	One	client	for	two	weeks	on	the	system
2 Cost	of	Sales	-	includes	minimum	guarantee	to	Madrid	with	no	revenue
3 Bank	guarantee	for	SMRT	contract	-	guarantee	fee	upfront	of	1.9%	expensed	all	in	Feb	2016-	interest	received	over	5	years	will	equal	the	upfront	payment
4 Corporate	video	for	$23,000	in	the	month	actual	costs	-	budgeted	in	Business	Development	
5 Andrew	Glancy	-	travel	in	sales	and	marketing	as	well	as	Ken	Bicknell	expenses
6 Andrew	Glancy	included	in	the	Executive	salaries
7 Professional	fees	includes	$33,500	spent	in	patent	filings	-	expensed	in	March

Month YTD
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Digital	Underground	Media	Inc.
Financial	Reporting	Package

For	the	Month	of	 September	2016
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Financial	Position

As	at	September	2016

Sep-16 Aug-16
Current	Assets
Cash 1,059,986 265,440
Cash	Reserve 50,000 50,000
Funds	Held	in	Escrow	for	Korea	Purchase 530,221 521,442
Accounts	Receivable 84,986 118,639
Inventory	Parts	for	Systems 1,255,770 1,255,770
Deposits 37,105 66,654
Prepaid	Expenses	 30,794 28,193
Total	Current	Assets 3,048,862 2,306,138

Capital	Assets 1,590,658 1,574,483
Intangible	Assets 1,450,215 1,467,198

Other	Assets
TVS	Receivable 45,910 42,604
Transit	Deposits 167,596 137,801
Total	Other	Assets 213,506 180,405

Total	Assets 6,303,241 5,528,224

Liabilities	and	Equity
Accounts	Payable	and	accruals 680,389 469,137
Wages	Payable 15,393 17,836
VAT	/	GST	Recoverable (283,426) (268,703)
Current	Liabilities 412,356 218,270

Provisions	for	System	Removal 51,783 51,770
Due	to	Telefonica 200,247 202,828
Due	to	JD	Craig	Holdings 2,281,134 2,281,134
Due	to	Spectrum	Motion	Media 123,086 121,440
Due	to	DUM	Holdings	Inc. 492,143 489,128
Due	to	David	Chae 225,485 223,282
Total	Liabilities 3,786,234 3,587,852

Equity
Common	B 3,503,736 3,503,736
Share	Premium 42,280 42,280
Common	A 5,000,000 5,000,000
Contributed	Surplus 5,000,000 4,000,000
Share	Issuance	Costs (532,400) (482,400)
Deficit	 (10,400,035) (10,039,760)
Minority	Interest 0 0
Accumulated	Other	Comprehensive	Loss	 (96,574) (83,484)
Total	Equity 2,517,007 1,940,372

Total	Liabilities	and	Equity 6,303,241 5,528,224

493



Digital	Underground	Media	Inc.
Consolidated	Statement	of	Cash	Flow

For	the	period	ending	September	30,	2016

Sep-16
Operating	Activities
Net	income	for	the	period (383,623)
Add:	Depreciation/Amortization 34,591
(Increase)	Decrease	in	Accounts	Receivable 33,653
(Increase)	Decrease	in	Inventory	Parts	for	Systems 0
(Increase)	Decrease	in	Other	Assets (6,153)
Increase	(decrease)	in	Current	Liabilities 194,086
Non	cash	interest 1,464
Non	cash	foreign	exchange 13,090
Total	Operating	Cash (112,892)

Investing	Activities
Systems	deployed	in	Markets 0
Other	Capital	Expenditures (33,783)
Total	Investing	Activities (33,783)

Financing	Activities
Forward	Dimension	Financing 1,000,000
Share	Issue	Costs (50,000)
Loans 0
Total	Financing	Activities 950,000

Net	increase	(decrease)	in	Cash 803,325
Cash	Opening	Balance 836,882
Cash	Closing	Balance 1,640,207

Cash	Balances	Broken	Down	as:
Cash	in	Bank 1,059,986
Funds	held	in	reserve	-	Credit	Card	Security 50,000
Funds	held	in	Escrow	-	Seoul	Removal	of	Systems 530,221
Total	Cash	Closing	Balance 1,640,207

Cash	in	Bank	Broken	Down	as:
Canada 869,980
Spain 3,216
Korea 90,885
Brazil 95,905
Total 1,059,986
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Loss

For	the	period	ending	September	30,	2016

Actual Plan Variance
Net	Revenue
Revenue	net	agency	discounts 104,987
Direct	Taxes	on	Revenue (9,627)
Net	Revenue 95,360 0 95,360

Cost	of	Sales
Volume	Bonus 7,025 0 7,025
Transit	Share	Rent 60,788 43,524 17,264
License	Fee 0 0 0
Sales	Commissions 18,763 0 18,763
System	Operating	Costs 1,433 4,945 (3,512)
Total	Cost	of	Sales 88,009 48,469 39,540

Gross	Margin 7,351 (48,469) 55,820

Expenses
Location	Expenses 41,537 9,759 (31,778)
Sales	and	Marketing 55,022 65,600 10,578
Sales	Research 3,500 10,000 6,500
Business	Development 0 60,000 60,000
Digital	Control 1,404 2,500 1,096
Executive 32,434 35,500 3,066
Finance 40,353 91,600 51,247
Operations	Management 8,000 8,000 0
Research	and	Development 116,864 113,119 (3,745)
Project	Management 9,141 19,208 10,067
Administration 15,465 16,350 885
I/T 4,699 5,000 301
Total	Expenses 328,419 436,636 108,217

EBITDA (321,068) (485,105) 164,037
Loss	(gain)	Foreign	Exchange 2,811 0 (2,811)
Interest	Expense 23,016 21,759 (1,257)
Depreciation	and	Amortization 34,591 0 (34,591)
Net	Income	before	taxes (381,486) (506,864) 125,378
Income	taxes (2,137) 0 (2,137)
Net	Income	after	taxes (383,623) (506,864) 123,241

1	Month	Ended	September	30,	2016
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Expenses

For	the	period	ending	September	30,	2016

Actual Plan Variance

Location	Expenses
Salaries 3,622
Professional	fees 27,813
Consulting 8,692
Rent 0
Bank	Charges 1,410
Total	Location	expenses 41,537 9,759 (31,778)

Sales	and	Marketing
Salaries 13,750 19,600 5,850
Promotion 20,545 25,000 4,455
Travel 20,727 20,000 (727)
Cellphone 0 1,000 1,000
Total	Sales	and	Marketing 55,022 65,600 10,578

Sales	Research
Outside	Research 3,500 10,000 6,500

Digital	Control
Contract	Work 1,404 2,500 1,096

Executive
Salaries	and	benefits 21,859 24,500 2,641
Consulting 10,000 10,000 0
Board	Meetings 0 0 0
D&O	Insurance 575 1,000 425
Total	Executive 32,434 35,500 3,066

Finance
Salaries	and	benefits 21,485 23,100 1,615
Software	License	Fees 262 1,000 738
Travel 0 5,000 5,000
Professional	fees 18,606 62,500 43,894
Total	Finance 40,353 91,600 51,247

Operations	Management
Consulting 8,000 8,000 0

Research	&	Development
Contractors 22,979 23,833 854
R&D	costs 93,885 89,286 (4,599)
Total	Research	&	Development 116,864 113,119 (3,745)

1	Month	Ended	September	30,	2016
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Expenses

For	the	period	ending	September	30,	2016

Actual Plan Variance

Project	Management
Travel	 9,141 19,208 10,067

Business	Development
Consultants 0 30,000 30,000
Travel 0 20,000 20,000
Promotional	Material 0 5,000 5,000
Contingency 0 5,000 5,000
Total	Business	Development 0 60,000 60,000

Administration
Salaries 0 3,500 3,500
Insurance	General	Liability 3,739 2,500 (1,239)
Bank	Charges 417 1,000 583
Office	and	Postage 4,017 2,000 (2,017)
Cell	Phones 558 0 (558)
Internet	and	Office	Phones 244 600 356
Bad	Debt	reserve 0 0 0
Office	Rent 6,490 6,750 260
Total	Administration 15,465 16,350 885

I/T
Software	License	Fees 0 0 0
Contract	Work 4,699 5,000 301
Total	I/T 4,699 5,000 301

Interest	Expense
Interest	on	Loan 23,499 21,759 (1,740)
Interest	on	license	and	asset	purchases 1,646 0 (1,646)
Interest	on	DUM	Holdings	Loan 3,015 0 (3,015)
Other	Interest	Paid (5,144) 0 5,144
Total	Interest 23,016 21,759 (1,257)

Depreciation	and	Amortization
Systems 17,561 0 (17,561)
Non	System	Assets 46 0 (46)
Tunnel	Software 1,700 0 (1,700)
Spectrum	Motion	Patent 13,067 0 (13,067)
Asset	Purchases 2,217 0 (2,217)
Total	Depreciation	and	Amortization 34,591 0 (34,591)

1	Month	Ended	September	30,	2016
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Digital	Underground	Media	Inc.
Financial	Reporting	Package

For	the	Month	of	 October	2016
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Financial	Position

As	at	October	2016

Oct-16 Sep-16
Current	Assets
Cash 748,401 1,059,986
Cash	Reserve 50,000 50,000
Funds	Held	in	Escrow	for	Korea	Purchase 515,415 530,221
Accounts	Receivable 167,812 84,986
Inventory	Parts	for	Systems 1,255,770 1,255,770
Deposits 37,105 37,105
Prepaid	Expenses	 26,105 30,794
Total	Current	Assets 2,800,608 3,048,862

Capital	Assets 1,563,106 1,590,658
Intangible	Assets 1,433,231 1,450,215

Other	Assets
TVS	Receivable 45,910 45,910
Transit	Deposits 169,347 167,596
Total	Other	Assets 215,257 213,506

Total	Assets 6,012,202 6,303,241

Liabilities	and	Equity
Accounts	Payable	and	accruals 685,831 680,389
Wages	Payable 15,393 15,393
VAT	/	GST	Recoverable (296,855) (283,426)
Current	Liabilities 404,369 412,356

Provisions	for	System	Removal 53,230 51,783
Due	to	Telefonica 194,130 200,247
Due	to	JD	Craig	Holdings 2,281,134 2,281,134
Due	to	Spectrum	Motion	Media 123,367 123,086
Due	to	DUM	Holdings	Inc. 495,278 492,143
Due	to	David	Chae 227,783 225,485
Total	Liabilities 3,779,291 3,786,234

Equity
Common	B 3,503,736 3,503,736
Share	Premium 42,280 42,280
Common	A 5,000,000 5,000,000
Contributed	Surplus 5,000,000 5,000,000
Share	Issuance	Costs (532,400) (532,400)
Deficit	 (10,695,913) (10,400,035)
Minority	Interest 0 0
Accumulated	Other	Comprehensive	Loss	 (84,792) (96,574)
Total	Equity 2,232,911 2,517,007

Total	Liabilities	and	Equity 6,012,202 6,303,241
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Cash	Flow

For	the	period	ending	October	31,	2016

Oct-16 Sep-16
Operating	Activities
Net	income	for	the	period (294,631) (383,623)
Add:	Depreciation/Amortization 48,566 34,591
(Increase)	Decrease	in	Accounts	Receivable (82,826) 33,653
(Increase)	Decrease	in	Inventory	Parts	for	Systems 0 0
(Increase)	Decrease	in	Other	Assets 2,938 (6,153)
Increase	(decrease)	in	Current	Liabilities (7,987) 194,086
Non	cash	interest 17,373 1,464
Non	cash	foreign	exchange (9,824) 13,090
Total	Operating	Cash (326,391) (112,892)

Investing	Activities
Systems	deployed	in	Markets 0 0
Other	Capital	Expenditures 0 (33,783)
Total	Investing	Activities 0 (33,783)

Financing	Activities
Forward	Dimension	Financing 0 1,000,000
Share	Issue	Costs 0 (50,000)
Loans 0 0
Total	Financing	Activities 0 950,000

Net	increase	(decrease)	in	Cash (326,391) 803,325
Cash	Opening	Balance 1,640,207 836,882
Cash	Closing	Balance 1,313,816 1,640,207

Cash	Balances	Broken	Down	as:
Cash	in	Bank 748,401 1,059,986
Funds	held	in	reserve	-	Credit	Card	Security 50,000 50,000
Funds	held	in	Escrow	-	Seoul	Removal	of	Systems 515,415 530,221
Total	Cash	Closing	Balance 1,313,816 1,640,207

Cash	in	Bank	Broken	Down	as:
Canada 575,780 869,980
Spain 3,216 3,216
Korea 75,540 90,885
Brazil 93,865 95,905
Total 748,401 1,059,986
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Loss
For	the	period	ending	October	31,	2016

Actual Plan Variance Actual Plan Variance
Net	Revenue
Revenue	net	agency	discounts 144,831 183,282 249,818 183,282
Direct	Taxes	on	Revenue (3,074) 0 (12,701) 0
Net	Revenue 141,757 183,282 (41,525) 237,117 183,282 53,835

Cost	of	Sales
Volume	Bonus 2,243 0 2,243 9,268 0 9,268
Transit	Share	Rent 48,605 43,345 5,260 109,393 86,869 22,524
License	Fee 0 0 0 0 0 0
Sales	Commissions 5,992 10,633 (4,641) 24,755 10,633 14,122
System	Operating	Costs 1,417 4,944 (3,527) 2,850 9,889 (7,039)
Total	Cost	of	Sales 58,257 58,922 (665) 146,266 107,391 38,875

Gross	Margin 83,500 124,360 (40,860) 90,851 75,891 14,960

Expenses
Location	Expenses 17,664 33,663 15,999 59,201 43,422 (15,779)
Sales	and	Marketing 50,381 65,600 15,219 105,403 131,200 25,797
Sales	Research 6,868 10,000 3,132 10,368 20,000 9,632
Business	Development 0 60,000 60,000 0 120,000 120,000
Digital	Control 1,404 2,500 1,096 2,808 5,000 2,192
Executive 31,928 35,500 3,572 64,362 71,000 6,638
Finance 42,411 39,960 (2,451) 82,764 131,560 48,796
Operations	Management 8,000 8,000 0 16,000 16,000 0
Research	and	Development 113,110 113,119 9 229,974 226,238 (3,736)
Project	Management 0 19,208 19,208 9,141 38,416 29,275
Administration 15,515 16,350 835 30,980 32,700 1,720
I/T 660 5,000 4,340 5,359 10,000 4,641
Total	Expenses 287,941 408,900 120,959 616,360 845,536 229,176

EBITDA (204,441) (284,540) 80,099 (525,509) (769,645) 244,136
Loss	(gain)	Foreign	Exchange 1,330 0 (1,330) 4,141 0 (4,141)
Interest	Expense 39,612 22,484 (17,128) 62,628 44,243 (18,385)
Depreciation	and	Amortization 48,566 0 (48,566) 83,157 0 (83,157)
Net	Income	before	taxes (293,949) (307,024) 13,075 (675,435) (813,888) 138,453
Income	taxes (682) 0 (682) (2,819) 0 (2,819)
Net	Income	after	taxes (294,631) (307,024) 12,393 (678,254) (813,888) 135,634

1	Month	Ended	October	31,	2016 Year	to	Date
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Expenses

For	the	period	ending	October	31,	2016

Actual Plan Variance Actual Plan Variance

Location	Expenses
Salaries 3,543 7,165
Professional	fees 3,499 31,312
Consulting 9,683 18,375
Rent 0 0
Bank	Charges 939 2,349
Total	Location	expenses 17,664 33,663 15,999 59,201 43,422 (15,779)

Sales	and	Marketing
Salaries 13,750 19,600 5,850 27,500 39,200 11,700
Promotion 7,319 25,000 17,681 27,864 50,000 22,136
Travel 29,312 20,000 (9,312) 50,039 40,000 (10,039)
Cellphone 0 1,000 1,000 0 2,000 2,000
Total	Sales	and	Marketing 50,381 65,600 15,219 105,403 131,200 25,797

Sales	Research
Outside	Research 6,868 10,000 3,132 10,368 20,000 9,632

Digital	Control
Contract	Work 1,404 2,500 1,096 2,808 5,000 2,192

Executive
Salaries	and	benefits 21,353 24,500 3,147 43,212 49,000 5,788
Consulting 10,000 10,000 0 20,000 20,000 0
Board	Meetings 0 0 0 0 0 0
D&O	Insurance 575 1,000 425 1,150 2,000 850
Total	Executive 31,928 35,500 3,572 64,362 71,000 6,638

Finance
Salaries	and	benefits 27,063 26,460 (603) 48,548 49,560 1,012
Software	License	Fees 8,188 1,000 (7,188) 8,450 2,000 (6,450)
Travel 0 0 0 0 5,000 5,000
Professional	fees 7,160 12,500 5,340 25,766 75,000 49,234
Total	Finance 42,411 39,960 (2,451) 82,764 131,560 48,796

Operations	Management
Consulting 8,000 8,000 0 16,000 16,000 0

Research	&	Development
Contractors 23,110 23,833 723 46,089 47,666 1,577
R&D	costs 90,000 89,286 (714) 183,885 178,572 (5,313)
Total	Research	&	Development 113,110 113,119 9 229,974 226,238 (3,736)

1	Month	Ended	October	31,	2016 Year	to	Date
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Digital	Underground	Media	Inc.
Consolidated	Statement	of	Expenses

For	the	period	ending	October	31,	2016

Actual Plan Variance Actual Plan Variance

Project	Management
Travel	 0 19,208 19,208 9,141 38,416 29,275

Business	Development
Consultants 0 30,000 30,000 0 60,000 60,000
Travel 0 20,000 20,000 0 40,000 40,000
Promotional	Material 0 5,000 5,000 0 10,000 10,000
Contingency 0 5,000 5,000 0 10,000 10,000
Total	Business	Development 0 60,000 60,000 0 120,000 120,000

Administration
Salaries 0 3,500 3,500 0 7,000 7,000
Insurance	General	Liability 3,864 2,500 (1,364) 7,603 5,000 (2,603)
Bank	Charges 332 1,000 668 749 2,000 1,251
Office	and	Postage 3,367 2,000 (1,367) 7,384 4,000 (3,384)
Cell	Phones 0 0 0 558 0 (558)
Internet	and	Office	Phones 1,138 600 (538) 1,382 1,200 (182)
Bad	Debt	reserve 0 0 0 0 0 0
Office	Rent 6,814 6,750 (64) 13,304 13,500 196
Total	Administration 15,515 16,350 835 30,980 32,700 1,720

I/T
Software	License	Fees 0 0 0 0 0 0
Contract	Work 660 5,000 4,340 5,359 10,000 4,641
Total	I/T 660 5,000 4,340 5,359 10,000 4,641

Interest	Expense
Interest	on	Loan 22,239 22,484 245 45,738 44,243 (1,495)
Interest	on	license	and	asset	purchases 281 0 (281) 1,927 0 (1,927)
Interest	on	DUM	Holdings	Loan 3,135 0 (3,135) 6,150 0 (6,150)
Other	Interest	Paid 13,957 0 (13,957) 8,813 0 (8,813)
Total	Interest 39,612 22,484 (17,128) 62,628 44,243 (18,385)

Depreciation	and	Amortization
Systems 31,536 0 (31,536) 49,097 0 (49,097)
Non	System	Assets 46 0 (46) 92 0 (92)
Tunnel	Software 1,700 0 (1,700) 3,400 0 (3,400)
Spectrum	Motion	Patent 13,067 0 (13,067) 26,134 0 (26,134)
Asset	Purchases 2,217 0 (2,217) 4,434 0 (4,434)
Total	Depreciation	and	Amortization 48,566 0 (48,566) 83,157 0 (83,157)

1	Month	Ended	October	31,	2016 Year	to	Date
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DIGITAL UNDERGROUND MEDIA INC.

DIRECTOR’S RESOLUTION

WHEREAS, on September 21, 2017, Digital Underground Media Inc. (the 
“Corporation”) filed a Notice of Intention to Make a Proposal (“NOI”) under section 50.4 of 
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), and MNP 
LTD. was named as the proposal trustee under the NOI (in such capacity, the “Trustee”);

AND WHEREAS the Corporation desires to make a proposal to its creditors generally 
pursuant to the BIA;

NOW THEREFORE BE IT RESOLVED THAT: 

1. the Corporation be and is hereby authorized to make a proposal to its creditors 
substantially in the form presented to the directors of the Corporation (the “Proposal”) 
pursuant section 50(1) of the BIA.  

2. The Corporation is hereby authorized to lodge a copy of the Proposal in writing with the 
Trustee, to do all such acts and things as the Trustee may deem appropriate and as 
required by the BIA in connection with the Proposal; and

3. Drew Craig, the Secretary of the Corporation, is hereby authorized and directed to do, 
sign, execute and deliver, whether under the corporate seal of the Corporation or 
otherwise, the Proposal and all deeds, agreements, documents and things necessary or 
desirable in his sole discretion to give effect to the foregoing and to the Proposal.

The undersigned, being all of the directors of the Corporation, hereby make the foregoing 
resolutions pursuant to the provisions of the Business Corporations Act (Ontario).

DATED the 22nd day of September, 2017.

Name: Drew Craig Name: Oswald Kenneth Bicknell

30474672.1
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DIRECTOR’S RESOLUTION
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NOW THEREFORE BE IT RESOLVED THAT:

1. the Corporation be and is hereby authorized to make a proposal to its creditors 
substantially in the form presented to the directors of the Corporation (the “Proposal”) 
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required by the BIA in connection with the Proposal; and

3. Drew Craig, the Secretary of the Corporation, is hereby authorized and directed to do, 
sign, execute and deliver, whether under the corporate seal of the Corporation or 
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desirable in his sole discretion to give effect to the foregoing and to the Proposal.

The undersigned, being all of the directors of the Corporation, hereby make the foregoing 
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DATED the 22nd day of September, 2017.

Name: Drew Craig Name: Oswald Kenneth Bicknell
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Federal Corporation Information - 767718-9

Note
This information is available to the public in accordance with legislation (see Public 
disclosure of corporate information).



Corporation Number
767718-9
Business Number (BN)
842343204RC0001 
Corporate Name
7677189 Canada Ltd. 
Status
Active 
Governing Legislation
Canada Business Corporations Act - 2010-10-18

Registered Office Address

30th Floor, 360 Main Street
Winnipeg MB R3C 4G1
Canada 

Note
Active CBCA corporations are required to update this information within 15 days of any 
change. A corporation key is required. If you are not authorized to update this 
information, you can either contact the corporation or contact Corporations Canada. 
We will inform the corporation of its reporting obligations. 



Directors

J. Drew Craig 
4280 Rockridge Road
West Vancouver BC V7W 
1A6
Canada 

Minimum 1
Maximum 10

Page 1 of 3Federal Corporation Information - 767718-9 - Online Filing Centre - Corporations Canad...

10/24/2017https://strategis.ic.gc.ca/app/scr/cc/CorporationsCanada/fdrlCrpDtls.html?corpId=767718...
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Note
Active CBCA corporations are required to update director information (names, 
addresses, etc.) within 15 days of any change. A corporation key is required. If you are 
not authorized to update this information, you can either contact the corporation or 
contact Corporations Canada. We will inform the corporation of its reporting 
obligations.



Annual Filings

Anniversary Date (MM-DD)
10-18 
Date of Last Annual Meeting
2016-10-18 
Annual Filing Period (MM-DD)
10-18 to 12-17 
Type of Corporation
Non-distributing corporation with 50 or fewer shareholders 
Status of Annual Filings
2017 - Due to be filed 
2016 - Filed 
2015 - Filed 

Corporate History
Corporate Name History

2010-10-18 to Present 7677189 Canada Ltd.

Certificates and Filings

Certificate of Incorporation
2010-10-18 

Date Modified:
2017-10-13 

Page 2 of 3Federal Corporation Information - 767718-9 - Online Filing Centre - Corporations Canad...

10/24/2017https://strategis.ic.gc.ca/app/scr/cc/CorporationsCanada/fdrlCrpDtls.html?corpId=767718...
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10/20/2017 Forward Dimension Mail - Digital Underground Media Inc. - Notice of Proposal to Creditors

https://mail.google.com/mail/u/0/?ui=2&ik=c4b98992df&jsver=g8gQ0BaJEzM.en.&view=pt&msg=15f29e49af209abc&q=sheldon.title%40mnp.ca&… 1/1

Laura Gilhespy <laura@forwarddimension.com>

Digital Underground Media Inc. - Notice of Proposal to Creditors  

Laura Gilhespy <laura@forwarddimension.com> Tue, Oct 17, 2017 at 11:32 AM
To: Sheldon Title <Sheldon.Title@mnp.ca>
Cc: Graham Coxell <graham@forwarddimension.com>
Bcc: Simon Davies <simon@forwarddimension.com>

Dear Sheldon, 

Re: Digital Underground Media Inc. 
Court No: 31-2295766

Please find attached correspondence in relation to this matter. 

We look to hearing from you as a matter of urgency. 

Kind regards,

Laura

Laura Gilhespy
Legal Counsel

*Please note new registered of fice address below 

Forward Dimension Capital 1 LLP
Portfolio Companies: Forward3d - Rare TV - MedicAnimal - AdT rack Media
Forward Affiliates: Forward Partners - Neon Adventures - Neon Foundation

Registered Office - 1st Floor, Gensurco House, 46a Rosebery Avenue, London EC1R 4RP
Registered in England and Wales OC399433

[Quoted text hidden]

In the Matter of the Proposal of Digital Underground Media - Forward Dimension.pdf  
827K
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10/20/2017 Forward Dimension Mail - Urgent - commercial proposal counter-offer

https://mail.google.com/mail/u/0/?ui=2&ik=c4b98992df&jsver=g8gQ0BaJEzM.en.&view=pt&msg=15f34723ad297102&q=in%3Asent%20sheldon&… 1/1

Laura Gilhespy <laura@forwarddimension.com>

Urgent - commercial proposal counter-offer  

Laura Gilhespy <laura@forwarddimension.com> Thu, Oct 19, 2017 at 12:43 PM
To: drew@adtrackmedia.com, ken@adtrackmedia.com
Cc: Simon Davies <simon@forwarddimension.com>, Graham Coxell <graham@forwarddimension.com>, Sheldon Title
<sheldon.title@mnp.ca>

Dear Drew, Ken, 

Urgent - commercial proposal counter-offer

Further to the proposal commercial put forward on 6 October 2017, we have considered our position and attach a
counter-proposal for consideration by the creditors. 

In view of the time constraints, we have purposefully kept our proposal short and relatively straight forward. 

We strongly believe our proposal puts forward a better outcome for the company and the creditors. Accordingly, we
trust you will give this due consideration and look forward to hearing from you. 

We have copied in proposal trustee Sheldon Title, as clearly this impacts the creditor position in advance of today's
meeting scheduled for 10am. 

Kind regards,

Laura 

Laura Gilhespy
Legal Counsel

Forward Dimension Capital 1 LLP
Portfolio Companies: Forward3d - Rare TV - MedicAnimal - AdT rack Media
Forward Affiliates: Forward Partners - Neon Adventures - Neon Foundation

Registered Office - 1st Floor, Gensurco House, 46a Rosebery Avenue, London EC1R 4RP
Registered in England and Wales OC399433

Digital Underground Media Inc. FDC Counter-proposal.pdf  
81K
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In the Matter of the Proposal of Digital Underground Media Inc. 
 

Forward Dimension Capital 1 LLP Counter-Proposal for Funding 
 

To: The Directors, Digital Underground Media Inc. 
 

Forward Dimension Capital 1 LLP (“FDC”) is the shareholder of 50% of the share capital in Digital 

Underground Media Inc. (the “Company”).  

 

Further to the Company’s commercial proposal dated 30 September 2017 and circulated to creditors 

on 6 October 2017, FDC has considered its position and would now like to put forward a counter-

proposal on the terms set out herein. We have kept this document intentionally brief in consideration 

of the time constraints.  

 

This counter-proposal is being circulated to the directors of the Company and its Proposal Trustee, 

Sheldon Title of MNP Ltd, in advance of the creditors meeting scheduled for 10am on 19 October 

2017. 

 

The key terms of the proposal are as follows:  

 

 FDC shall invest an additional $197,660.20 which shall form the proposal fund to be 
distributed to the unsecured creditors on a pro rata basis depending on the amount of each 
debt. 
 

 The secured creditors’ debt shall be repaid at a rate of 50% of the existing liability, and will 
be converted to non-voting zero-dividend preference shares. These shares will pay out at a 
rate of 20% of the Company’s profits in any accounting year, but shall not pay out until and 
unless the Company becomes profitable. The existing secured loans shall be cancelled.  
 

 The entire share capital of the Company shall be deleted and cancelled, and all rights, 
privileges, restrictions and conditions attaching thereto will be deleted and cancelled.  
 

 New common shares shall be created and allocated to FDC, with non-voting preference 
shares created and allocated to the existing secured creditors (as set out above). These 
preference shares will not any further carry rights to participation.  
 

 All existing and outstanding warrants, together with contracts pursuant to which warrants may 

be issued in the future, shall be cancelled.  

FDC believes this is a generous proposal, which would provide a better outcome for creditors and 

give the Company a shot at long-term success. 

We trust you will give our proposal due consideration in view of your duties to the Company as 

directors, and in view of the current objective to maximise the position for creditors.  

Forward Dimension Capital 1 LLP 
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From: Steve Graff
To: Armstrong, Christopher
Cc: Miranda Spence; Harmes, Andrew; Wadden, Jason; sheldon.title@mnp.ca; gphoenix@loonix.com
Subject: Re: Digital Underground - docs for Chris Armstrong
Date: Saturday, November 04, 2017 10:48:15 AM

As I said, I am not litigation by email any longer. Thx. Treat it as you wish.

Steve Graff
Cell 416 894-5090
Office 416 865-7726
Email sgraff@airdberlis.com<mailto:sgraff@airdberlis.com>

Sent from my iPhone

On Nov 4, 2017, at 10:40 AM, Armstrong, Christopher <carmstrong@goodmans.ca<mailto:carmstrong@goodmans.ca>> wrote:

Steve - thank you for your acknowledgement that we are entitled to the minutes. Please confirm you will provide those as soon as possible.
We are in fact entitled to access all books and records of DUMI, which would include the management accounts and any other financial
information. Please confirm you will provide the management accounts also.

If we don’t receive a response we will assume DUMI is refusing to provide the documents.

Regards.

On Nov 4, 2017, at 11:31 AM, Steve Graff <sgraff@airdberlis.com<mailto:sgraff@airdberlis.com>> wrote:

Chris; Make your pitch through properly produced evidence I. The context of some proceeding. I am not litigating with you through email
correspondence. I have had enough of this Chris. I acknowledge that you client is entitled to the minutes in its capacity as shareholder (if it
doesn’t have them already in that your client has two board representatives). However, I can’t conceive of what they have to do with the
approval motion.  In addition, there are several causes of the company’s insolvency.

This is the last of the emails. Enough is enough.

Steve Graff
Cell 416 894-5090
Office 416 865-7726
Email sgraff@airdberlis.com<mailto:sgraff@airdberlis.com><mailto:sgraff@airdberlis.com>

Sent from my iPhone

On Nov 4, 2017, at 10:26 AM, Armstrong, Christopher
<carmstrong@goodmans.ca<mailto:carmstrong@goodmans.ca><mailto:carmstrong@goodmans.ca>> wrote:

Steve

We are entitled to access these documents as a matter of right under the USA and the question of whether you have them is irrelevant.
Please request them from your client. If they don’t exist, it will be easy to deal with the request which in any event is not onerous.

From a litigation perspective they are relevant to the matters that are in dispute based on your client’s contention that FDC breached its
funding obligations under the subscription agreement as the cause of its insolvency. I suspect they will also be relevant to other matters
that will be at issue in connection with approval of the proposal including its reasonableness and whether it has been brought in good faith.

Regards

On Nov 4, 2017, at 10:55 AM, Steve Graff <sgraff@airdberlis.com<mailto:sgraff@airdberlis.com><mailto:sgraff@airdberlis.com>> wrote:

Chris;

I don’t have any of these. I did not act for the company before the proposal process. I don’t know if the company even maintained written
minutes during that period, but I don’t see how they are of any relevance to the issue that are presently the subject of the existing proposal
proceeding, so that request is rejected. With respect, in the circumstances that exist right now and the nature of the proceeding, this
sounds like a fishing expedition.

Steve Graff
Cell 416 894-5090
Office 416 865-7726
Email sgraff@airdberlis.com<mailto:sgraff@airdberlis.com><mailto:sgraff@airdberlis.com><mailto:sgraff@airdberlis.com>

Sent from my iPhone

On Nov 4, 2017, at 8:59 AM, Armstrong, Christopher
<carmstrong@goodmans.ca<mailto:carmstrong@goodmans.ca><mailto:carmstrong@goodmans.ca><mailto:carmstrong@goodmans.ca>>
wrote:

Steve/Miranda,
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Thank you for sending these documents through. Please also provide the documents listed below as soon as possible. We may have
additional document requests as our review continues.

Regards.

Board Minutes from the following months:
·         April 2016
·         June 2016
·         July 2016
·         Aug 2016
·         Nov 2016
·         Dec 2016
·         Jan 2017
·         Feb 2017
·         April 2017 (and any later board minutes in 2017)

Management Accounts from the following months:
·         April 2016
·         June 2016
·         July 2016
·         August 2016
·         November 2016
·         December 2016
·         January 2017
·         February 2017
·         April 2017 (and any later dates)

***** Attention *****

This communication is intended solely for the named addressee(s) and may contain information that is privileged, confidential, protected or
otherwise exempt from disclosure. No waiver of confidence, privilege, protection or otherwise is made. If you are not the intended recipient
of this communication, or wish to unsubscribe, please advise us immediately at
privacyofficer@goodmans.ca<mailto:privacyofficer@goodmans.ca><mailto:privacyofficer@goodmans.ca><mailto:privacyofficer@goodmans.ca
> and delete this email without reading, copying or forwarding it to anyone. Goodmans LLP, 333 Bay Street, Suite 3400, Toronto, ON, M5H
2S7, www.goodmans.ca<http://www.goodmans.ca><http://www.goodmans.ca><http://www.goodmans.ca>. You may unsubscribe to
certain communications by clicking here<mailto:privacyofficer@goodmans.ca>.

***** Attention *****

This communication is intended solely for the named addressee(s) and may contain information that is privileged, confidential, protected or
otherwise exempt from disclosure. No waiver of confidence, privilege, protection or otherwise is made. If you are not the intended recipient
of this communication, or wish to unsubscribe, please advise us immediately at
privacyofficer@goodmans.ca<mailto:privacyofficer@goodmans.ca><mailto:privacyofficer@goodmans.ca> and delete this email without
reading, copying or forwarding it to anyone. Goodmans LLP, 333 Bay Street, Suite 3400, Toronto, ON, M5H 2S7,
www.goodmans.ca<http://www.goodmans.ca><http://www.goodmans.ca>. You may unsubscribe to certain communications by clicking
here<mailto:privacyofficer@goodmans.ca>.

***** Attention *****

This communication is intended solely for the named addressee(s) and may contain information that is privileged, confidential, protected or
otherwise exempt from disclosure. No waiver of confidence, privilege, protection or otherwise is made. If you are not the intended recipient
of this communication, or wish to unsubscribe, please advise us immediately at
privacyofficer@goodmans.ca<mailto:privacyofficer@goodmans.ca> and delete this email without reading, copying or forwarding it to
anyone. Goodmans LLP, 333 Bay Street, Suite 3400, Toronto, ON, M5H 2S7, www.goodmans.ca<http://www.goodmans.ca>. You may
unsubscribe to certain communications by clicking here<mailto:privacyofficer@goodmans.ca>.

________________________________
From: Miranda Spence
<mspence@airdberlis.com<mailto:mspence@airdberlis.com><mailto:mspence@airdberlis.com><mailto:mspence@airdberlis.com>>
Sent: October 30, 2017 3:47 PM
To: Armstrong, Christopher
Cc: Harmes, Andrew; Wadden, Jason;
sheldon.title@mnp.ca<mailto:sheldon.title@mnp.ca><mailto:sheldon.title@mnp.ca><mailto:sheldon.title@mnp.ca>;
gphoenix@loonix.com<mailto:gphoenix@loonix.com><mailto:gphoenix@loonix.com><mailto:gphoenix@loonix.com>; Steve Graff
Subject: Digital Underground - docs for Chris Armstrong

Chris,

Attached are the documents requested in your letter dated October 26, 2017.

Please note that the Directors’ Resolution with regard to the Proposal authorizes Drew Craig to sign documents relating to the Proposal, as
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Ken Bicknell was out of the country on the date that the Proposal was finalized and signed.  Ken Bicknell was the representative of the
Company who attended at the Meeting of Creditors, and accordingly he signed the Amended Proposal that was tabled at that meeting, after
consulting by telephone with the only other director of the Company (Drew Craig).

Regards,

Miranda Spence

T   416.865.3414
F   416.863.1515
E   mspence@airdberlis.com<mailto:mspence@airdberlis.com><mailto:mspence@airdberlis.com><mailto:mspence@airdberlis.com>

Aird & Berlis LLP  | Lawyers
Brookfield Place, 181 Bay Street, Suite 1800
Toronto, Canada   M5J 2T9 | airdberlis.com<http://airdberlis.com><http://airdberlis.com><http://www.airdberlis.com/>

<image001.png>

This email is intended only for the individual or entity named in the message. Please let us know if you have received this email in error.
If you did receive this email in error, the information in this email may be confidential and must not be disclosed to anyone.
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1 (Pages 1 to 4)

Page 1

                                                District of Ontario

                                          Division No. 09 - Toronto

                                          Court File No. 31-2295766

                                              Estate No. 31-2295766

                                  ONTARIO

                         SUPERIOR COURT OF JUSTICE

                              COMMERCIAL LIST

SM/sp

                     IN THE MATTER OF THE PROPOSAL OF

                      DIGITAL UNDERGROUND MEDIA INC.,

            A COMPANY INCORPORATED PURSUANT TO THE LAWS OF THE

          PROVINCE OF ONTARIO, WITH A HEAD OFFICE IN THE CITY OF

              VANCOUVER, IN THE PROVINCE OF BRITISH COLUMBIA

                         ------------------------

               This is the Examination of DREW CRAIG pursuant to

        Section 163(2) of the Bankruptcy and Insolvency Act held

        via videoconference at the Offices of VICTORY VERBATIM

        REPORTING SERVICES, Suite 900, 222 Bay Street, Ernst &

        Young Tower, Toronto-Dominion Centre, Toronto, Ontario, on

        the 9th day of November, 2017. 

                         ------------------------

        A P P E A R A N C E S:

        JASON A. WADDEN}               ---   for Forward           

        ANDREW HARMES  }                     Dimension Capital

                                             LLP                   

        MIRANDA SPENCE                 ---   for Drew Craig and    

                                             Digital Underground   

                                             Media Inc.            

        GRAHAM PHOENIX                 ---   for the proposal      

                                             Trustee, Sheldon Title

        ALSO PRESENT:

        Ken Bicknell

Page 2

                                      D. Craig

            INDEX OF PROCEEDINGS

                                         PAGE NUMBER

DREW CRAIG, affirmed

         Examination by:

           Mr. Wadden                        3 - 65 

INDEX OF EXHIBITS                                66 

INDEX OF UNDERTAKINGS                            67 

INDEX OF UNDER ADVISEMENTS                       68 

CERTIFICATION                                    69 

Page 3

1 ---   upon convening at 11:00 a.m.

2 ---   upon commencing at 11:12 a.m.

3

4 DAVID CRAIG, affirmed

5 EXAMINATION BY MR. WADDEN:

6 1.               Q.     Good morning, Mr. Craig.  My name is

7         Jason Wadden.  I'm a partner at Goodmans LLP.  As

8         you know, we are here on behalf Forward Dimension

9         Capital 1 LLP.  I'll just refer to them as FDC, if

10         that's okay. 

11                  A.     That's fine. 

12 2.               Q.     Mr. Craig, have you been examined

13         under oath before in a proceeding before the court

14         or just out...like, but in a proceeding but outside

15         of court? 

16                  A.     A long, long time ago. 

17 3.               Q.     So I just want to give you a couple

18         of rules, just to refresh your memory.  They are

19         going to be particularly important because we're

20         doing the examination by way of videoconference

21         today.  So we just need to make sure that we don't

22         over-talk each other. 

23                   So even though you might do that in a

24         normal conversation, and you know, hopefully what we

25         are just having here is a conversation today.  You

Page 4

1        just need to make sure that you wait until I finish

2        answering the question...sorry, asking the question,

3        and I'll do my best to make sure I let you finish

4        answering the question as well. 

5                 A.     Understood. 

6 4.              Q.     Okay.  It's just it's important for

7        the court reporter so they can get all the

8        information in and get the transcript done properly. 

9                  Second, all your responses must be verbal. 

10        Even though I can see on the screen, if I see you

11        nodding your head, that doesn't show up on the

12        transcripts. 

13                 A.     Understood. 

14 5.              Q.     Okay.  I may ask clarification to

15        some of your answers because it might be because I

16        don't understand it, or sometimes it's just making

17        sure that some of the language you use might be

18        ambiguous, which is fine in normal conversation

19        because I can see the visual clues you're giving. 

20        So I might understand you, but I'm just trying to

21        make sure that the record is clear. 

22                  Similarly, if you don't understand a

23        question, please ask me to clarify, because the

24        fault is probably mine, and I just want to make sure

25        you understand the question. 
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D. Craig

2 (Pages 5 to 8)

Page 5

1                  A.     Noted. 

2 6.               Q.     Okay.  Before we begin, Digital

3         Underground Media Inc. is a bit of a mouthful, and I

4         know the acronym can be DUM or DUMI.  Is there a

5         short form name that you use for Visual Underground? 

6                  A.     Yes, DU. 

7 7.               Q.     DU, okay.  So we'll just call it DU

8         then, if that's okay with you? 

9                  A.     Understood, yes, that's fine. 

10 8.               Q.     And just so that we are specific

11         here, so when we refer to DU, and you can use that

12         as well, we're referring to Digital Underground

13         Media Inc., and you understand that? 

14                  A.     Yes.  

15 9.               Q.     Thank you. 

16                  A.     Yes, I do. 

17 10.              Q.     Okay.  So Mr. Craig, can you confirm

18         for me what are your various roles with DU? 

19                  A.     I'm currently the executive

20         chairman. 

21 11.              Q.     Are you also the secretary? 

22                  A.     I don't know the answer to the

23         question. 

24 12.              Q.     Okay.  Now, in your role as

25         executive chairman, what is your relationship to Mr.

Page 6

1         Ken Bicknell, who is, I understand, the president

2         and CEO? 

3                  A.     Ken Bicknell is the person who runs

4         the company and is the chief executive officer of

5         the company, and my role as executive chairman is to

6         support to Ken. 

7 13.              Q.     Are you involved in the day-to-day

8         activities of DU? 

9                  A.     Over the last few months I have been

10         more involved than I typically would be, given the

11         company's financial challenges.  

12 14.              Q.     And so other than you and Mr.

13         Bicknell, who are the other executives of DU? 

14                  A.     Andrew Glancy. 

15 15.              Q.     What is his role? 

16                  A.     He is the head of global sales. 

17 16.              Q.     Anyone else? 

18                  A.     He is the only other current

19         executive, other than Ken and myself. 

20 17.              Q.     And how employees does DU currently

21         have? 

22                  A.     Currently two, Mr. Bicknell and Mr.

23         Glancy. 

24 18.              Q.     And who are the current shareholders

25         of DU, other than FDC? 

Page 7

1                  A.     I don't have the share registry in

2         front of me. 

3                  MS. SPENCE:     We can undertake to let you

4                  know that.                                            U/T

5 19.              MR. WADDEN:     Okay, that's fine then. 

6                  THE DEPONENT:     We can provide you with

7                  that. 

8

9 BY MR. WADDEN:

10 20.              Q.     Thank you.  I appreciate that.  Who

11         are the current directors of DU? 

12                  A.     The current directors are myself and

13         Mr. Bicknell. 

14 21.              Q.     And you are familiar with a company

15         called DUM Holdings Inc.? 

16                  A.     Yes.  

17 22.              Q.     And what does that company do? 

18                  A.     That company was a shareholder in

19         DU.  It was a shareholder in DU, and it also

20         provided financing to DU before Forward Dimension

21         Capital invested in the company. 

22 23.              Q.     That's a holding company, as the

23         name suggests? 

24                  A.     Yes, it is. 

25 24.              Q.     And I understand you're the sole
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1         shareholder of DUM Holdings Inc.? 

2                  A.     No, there are other shareholders in

3         that company.  I am the primary shareholder.  

4 25.              Q.     And when you say "primary

5         shareholder" does it mean you have more than 50

6         percent of the shares? 

7                  A.     Yes, I do.

8 26.              Q.     Again, I don't mean this to be a

9         memory test, but can you ballpark what your

10         shareholdings are of DUM Holdings Inc., just as a

11         percentage? 

12                  A.     Going from memory, I believe it is

13         north of 75 percent. 

14 27.              Q.     Thank you.  Who are the directors of

15         DUM Holdings Inc.? 

16                  A.     I would have to undertake to get

17         that information.                                              U/T

18 28.              Q.     Okay, thank you.  Is Mr. Bicknell

19         involved with DUM Holdings Inc.? 

20                  A.     Yes, he is. 

21 29.              Q.     What capacity is he involved with in

22         DUM Holdings Inc.? 

23                  A.     He was one of the original

24         shareholders. 

25 30.              Q.     And who are the officers of DUM
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1         Holdings Inc.? 

2                  A.     Again, I would have to give you an

3         undertaking to provide that.  I don't have that

4         information in front of me.                                    U/T

5 31.              Q.     Okay, that's fine.  Thank you.  I'm

6         going to have the same questions for you for J.D.

7         Craig Holdings Inc. now.  So can you explain to me

8         what that company does? 

9                  A.     It is an active investment company

10         that invests in various companies, primarily media

11         companies. 

12 32.              Q.     Is that basically like your personal

13         investment vehicle? 

14                  A.     Yes, it is. 

15 33.              Q.     And you are the primary shareholder

16         of J.D. Craig Holdings Inc.? 

17                  A.     I'm a 50 percent shareholder. 

18 34.              Q.     Is the other 50 percent held by

19         family members of yours? 

20                  A.     Yes, it is. 

21 35.              Q.     And what relationship does it have

22         to DU? 

23                  A.     It is a...it is the senior creditor

24         of DU, and it is also a shareholder in DU. 

25 36.              Q.     When you say it's the senior
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1        creditor, you mean it is the secured creditor? 

2                 A.     Yes, it is the secured creditor. 

3 37.             Q.     And other than J.D. Craig Holdings

4        Inc., are there any other secured creditors of DU? 

5                 A.     DU Holdings is also a secured

6        creditor. 

7 38.             Q.     And sorry, when you say DU Holdings,

8        you're referring to DUM Holdings Inc.? 

9                 A.     Yes.  

10 39.             Q.     Okay.  So we can use DU Holdings

11        going forward, if it comes up.  That's fine.  I just

12        want to make sure we understand each other. 

13                 A.     Okay. 

14 40.             Q.     So in the materials that the trustee

15        has circulated there is reference to over three

16        million dollars in secured debt.  Am I correct that

17        the holders of that secured debt are only DU

18        Holdings and J.D. Craig Holdings Inc.? 

19                 A.     Yes.  

20 41.             Q.     Now, there is another company that

21        is referred to in the materials, 7677189 Canada

22        Limited, and are you familiar with that company? 

23                 A.     Yes.  

24 42.             Q.     And can you explain for me what that

25        company does? 
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1                  A.     It is a holding company. 

2 43.              Q.     And you have a shareholding interest

3         in it? 

4                  A.     Yes, I do. 

5 44.              Q.     And again, just roughly, what is

6         roughly your interest in it, in the...like

7         shareholdings? 

8                  A.     It's 100 percent. 

9 45.              Q.     What is its relationship with DU? 

10                  A.     It is providing funding by way of

11         DIP financing, I believe. 

12                  MS. SPENCE:     I think it's the investor. 

13                  It's the proposal sponsor. 

14                  THE DEPONENT:     Okay.  My mistake then. 

15                  It's the proposal sponsor.  

16 46.              MR. WADDEN:     So that's the entity that

17                  is going to invest through the plan

18                  $76,000? 

19                  MS. SPENCE:     Yes. 

20 47.              MR. WADDEN:     Okay.  

21

22 BY MR. WADDEN:

23 48.              Q.     And does it have any other

24         relationship with DU? 

25                  A.     No, it does not. 

Page 12

1 49.              Q.     Was it specifically incorporated to

2         be the plan sponsor? 

3                  A.     No, it was not. 

4 50.              Q.     But that investment of $76,000 is

5         its only connection to DU? 

6                  A.     Yes.  

7 51.              Q.     Okay.  If you can grab our motion

8         record...so this is the motion record that contains

9         the affidavit of Ms. Gillespie. 

10                  A.     Yes.  

11 52.              Q.     I'm going to refer you to the

12         subscription agreement that is attached as Exhibit A

13         to her affidavit.  

14                  A.     Okay.  Bear with me for a second,

15         Jason. 

16 53.              Q.     Yes, not a problem.  Actually, Mr.

17         Craig, why don't I just ask you the question?  If

18         you want to refer to the document, you can, but

19         maybe there is no dispute here. 

20                  A.     Okay.  

21 54.              Q.     So section 3.2 of the subscription

22         agreement...sorry, all of article 3 of the

23         subscription agreement deals with the deferred

24         financing obligation, and section 3.2 set out

25         certain funding milestones that if triggered FDC
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1         would provide additional financing.  Does that sound

2         correct to you? 

3                  A.     In the...you're talking about in the

4         original subscription agreement? 

5 55.              Q.     Yes.  

6                  A.     I don't have the agreement in front

7         of me, Jason, but I'm familiar with the document

8         enough to know that...sorry, can you repeat the

9         question? 

10 56.              Q.     Yes, certainly.  So...well, first

11         off, it's just that you recall that there are under

12         the subscription agreement, provisions that set out

13         certain financial milestones that, if they were hit,

14         FDC would then be obliged to provide additional

15         financing?

16                  A.     That was the understanding in the

17         original agreement. 

18 57.              Q.     Okay. 

19                  A.     That was the understanding in the

20         original agreement. 

21 58.              Q.     Okay, and then so do you dispute

22         that the milestones were not reached? 

23                  A.     The...my view on that is that when

24         FDC made the original investment in DU, there were

25         specific milestones laid out per that agreement. 
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1        The Board of Directors of DU made amendments to

2        those agreements and those agreements were agreed by

3        the board, those original agreements, to be waived

4        and modified. 

5 59.             Q.     Okay.  So we're in agreement that

6        the original funding milestones were not met? 

7                 A.     The original funding milestones were

8        not met. 

9 60.             Q.     And when was the amended

10        subscription agreement entered into?  I just need a

11        ballpark.  I don't need a specific date. 

12                 A.     Bear with me one second. 

13 61.             Q.     Yes, not a problem.

14                 A.     The board of DU went back and forth

15        on the milestones, and amending agreements were put

16        forward and the board notionally approved those in

17        December of 2016, by representatives of Forward, who

18        were on the board. 

19 62.             Q.     Okay, so when you say that the DU

20        board approved subscription...sorry, amendments to

21        the subscription agreement, you are referencing the

22        fact that at that time the board was comprised of

23        two representatives of FDC and then yourself and Mr.

24        Bicknell? 

25                 A.     Yes, two representatives of FDC and
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1        two representatives who were myself and Mr.

2        Bicknell. 

3 63.             Q.     And did FDC sign that amendment to

4        the subscription agreement? 

5                 A.     No. 

6 64.             Q.     So the subscription agreement was

7        never formally...sorry, the amending agreement to

8        the subscription agreement was never formally

9        entered into.  Is that correct? 

10                 A.     The agreements were set out by the

11        board and agreed upon.  Amendments were drafted, but

12        never signed. 

13 65.             Q.     But you agree with me that when the

14        board was acting...when the board of DU was acting,

15        the board was acting on behalf of DU and not FDC. 

16        Is that correct? 

17                 A.     The...it was effectively worked out

18        between the parties that the board members

19        representing FDC were in agreement that they would

20        fund based on a new set of milestones, and those new

21        milestones were set out, and the company operated on

22        that basis. 

23 66.             Q.     Okay, but you were aware that FDC,

24        as a corporate entity, never signed those amending

25        agreements? 
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1                  A.     It was indicated to us in

2         approximately April of 2017 that they would not sign

3         them.  Up until that time, we had been operating on

4         the assumption that we were running the business by

5         the agreed upon milestones... 

6 67.              Q.     And when you say the... 

7                  A.     ...the new milestones that were set

8         out by the board, and FDC provided funding based on

9         those new milestones. 

10 68.              Q.     So I was aware that FDC provided an

11         additional 7.5 million dollars in funding, in

12         addition to its initial investment.  Is that

13         correct? 

14                  A.     No. 

15 69.              Q.     Did FDC provide additional funding,

16         in addition... 

17                  A.     They provided approximately seven

18         million dollars additional funding. 

19 70.              Q.     Okay.  

20                  A.     Can I get a charger?  

21 71.              MR. WADDEN:     Sure, we'll go off the

22                  record for a second.  Just let us know when

23                  you're back. 

24

25 ---   DISCUSSION OFF THE RECORD 
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1 BY MR. WADDEN:

2 72.             Q.     So Mr. Craig, so you had mentioned

3        you are of the view that FDC provided approximately

4        seven million dollars in additional funding.  Was

5        all of that seven million dollars pursuant to the

6        new milestones that were reached in December of

7        2016, or was some of that seven million dollars

8        provided before that? 

9                 A.     No, it was provided on the basis

10        that there would be new milestones. 

11 73.             Q.     So can you turn up the affidavit of

12        Ms. Gillespie, and if you can turn to... 

13                 A.     Yes.  

14 74.             Q.     ...paragraph 18?  

15                 A.     Yes.  

16 75.             Q.     So in paragraph 18 Ms. Gillespie

17        sets out certain amounts that were funded on certain

18        dates, and has noted that these are the additional

19        amounts that FDC funded in addition to its original

20        investment of five million dollars.  Do you agree

21        that these were the additional amounts that were

22        paid and the dates on which they were paid? 

23                 A.     No, that's incorrect. 

24 76.             Q.     Okay.  So can you explain for me

25        what you say is the timing of when the additional

Page 18

1         amounts were funded? 

2                  A.     Yes.  I would most...I would

3         agree...without going back to look at the bank

4         records... 

5 77.              Q.     Sure. 

6                  A.     ...from that...from December until

7         March is accurate. 

8 78.              Q.     Okay.  So would you just specify

9         which years, because this list goes from 2015 to

10         2017. 

11                  A.     Right.  So December, 2015 correct,

12         2016, July, 2016 correct, September, 2016 correct,

13         December, 2016 correct, Feb., 2017 correct, March,

14         2017 correct, June, that amount is incorrect. 

15 79.              Q.     Okay, what should that amount be? 

16                  A.     Approximately $56,000. 

17 80.              Q.     And was that effected through a wire

18         transfer? 

19                  A.     I believe it was.  I think the exact

20         number is $54,693.66. 

21 81.              Q.     So just because you are on

22         videoconference there, and I see you are looking at

23         something, can we just do by way of undertaking if

24         you can just give me a wire transfer slip or a piece

25         of document that would evidence the exact amount
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1         that you received in June of 2017? 

2                  MS. SPENCE:     Sure.                                 U/T

3                  THE DEPONENT:     Yes. 

4

5 BY MR. WADDEN:

6 82.              Q.     Thank you.  Okay, so subject to that

7         difference in June 17, 2017, we are in agreement

8         that this shows the amounts that were funded in

9         addition to the original investment of five million

10         dollars? 

11                  A.     Yes.  

12 83.              Q.     Okay, thank you.  How much do you

13         say that FDC had agreed to provide under the amended

14         subscription agreement that it didn't provide? 

15                  A.     The remainder of the 20 million

16         dollar commitment that was originally made. 

17 84.              Q.     So if I understand you correctly,

18         you are saying FDC agreed to provide the same amount

19         of money, but just further to an amended schedule? 

20                  A.     Correct.  

21 85.              Q.     And could you provide us with a copy

22         of this amended agreement? 

23                  A.     Yes, I can undertake to give you

24         that.                                                          U/T

25 86.              Q.     Thank you very much.  Did you send
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1        any e-mails, letters or correspondence to FDC

2        advising them that you thought they were in breach

3        of their funding obligations under the amended

4        funding obligations? 

5                 A.     Nothing formal was sent to FDC, but

6        there was lots of conversations that went on between

7        myself, Mr. Bicknell and the two FDC board members,

8        and ultimately Mr. Coxell. 

9 87.             Q.     And who is Mr. Coxell? 

10                 A.     He is the executive chairman of

11        FDC...or sorry, non-executive chairman of FDC, I

12        believe, is his correct title. 

13 88.             Q.     So with respect to the proposal

14        proceedings, can you describe for me how the

15        decision to file a proposal came about? 

16                 A.     It was based on the fact that the

17        company did not have any money to operate.  They...

18 89.             Q.     And when did you first...sorry,

19        continue. 

20                 A.     No, sorry, you can ask...you can ask

21        another question if you like. 

22 90.             Q.     No, sir, I interrupted you because

23        of the lag, so please finish.  You were describing

24        for me... 

25                 A.     No, the decision was made because
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1         the company was effectively insolvent.  It had no

2         money to operate.  

3 91.              Q.     And when did you first look into the

4         possibility of filing a proposal? 

5                  A.     After we had exhausted the

6         discussions with FDC to find a practical business

7         solution.  

8 92.              Q.     And when was that?  Just ballpark,

9         it doesn't have to be a specific date, but if you

10         can give me a sense of timing. 

11                  A.     I think we indicated to FDC that we

12         would have to go that route some time in July of

13         2017. 

14 93.              Q.     And when you say you indicated that

15         to FDC, were you just indicating it to the two board

16         members who were appointed by FDC? 

17                  A.     No, I was indicating that to Mr.

18         Coxell. 

19 94.              Q.     And you say that was, like, a

20         telephone conversation or was it an in-person

21         meeting? 

22                  A.     That was telephone conversations and

23         e-mails. 

24 95.              Q.     And who made the decision to

25         actually file the proposal? 
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1                  A.     The company. 

2 96.              Q.     Sorry, but who at the company?  Who

3         at DU made the decision to file?  

4                  A.     It would be a collective decision

5         amongst the board members, which were Ken and myself

6         at the time. 

7 97.              Q.     And what professional advisors did

8         you engage to help you analyze and evaluate the

9         merits of filing a proposal? 

10                  A.     We used Aird & Berlis and MNP.  We

11         sought their advice and we looked at various

12         options, and based on the advice that both of the

13         professional organizations provided to us, we made

14         the decision to file a proposal. 

15                  MS. SPENCE:     I just wanted to interject

16                  for a second, because we want to be careful

17                  not to waive any solicitor/client

18                  privilege.  We are happy to answer

19                  questions in this vein, but we won't be

20                  waiving any privilege. 

21

22 BY MR. WADDEN:

23 98.              Q.     Absolutely, and your counsel raises

24         a good point, Mr. Craig.  So I'm asking more about

25         the process.  So in answering any of my questions,
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1        please do not tell me any advice that Aird & Berlis

2        provided to you. 

3                 A.     Understood.

4 99.             Q.     And did MNP provide you with a

5        report prior to filing the proposal?  Again, not

6        Aird & Berlis, just MNP.  

7                 A.     I can't recall if they gave us

8        anything in writing, but we had numerous phone calls

9        with several professionals at MNP. 

10 100.            Q.     And do you recall what the gist of

11        that advice was? 

12                 A.     The gist of it was we were looking

13        for a solution to enable the company to survive,

14        given the fact it didn't have any capital, and we

15        were looking to find a solution that would allow us

16        to raise capital to keep it going as a going

17        concern, and to support our employees and suppliers

18        and customers.  

19 101.            Q.     And did you consider going out and

20        trying to do another equity raise? 

21                 A.     We were in the market prior to this

22        happening, trying to raise equity in concert with

23        Forward. 

24 102.            Q.     Okay, and the results of that

25        efforts was what? 
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1                 A.     We hit a road block because we were

2        told that FDC wasn't going to honour their

3        commitment to fund their 20 million dollar

4        commitment, which was part of the package that we

5        were collectively...when I say "collectively", the

6        company with Forward's support going out to try and

7        raise capital.  

8                  When they told us that they weren't going

9        to sign the amendments and honour the agreements,

10        those efforts failed. 

11 103.            Q.     And are you saying that was the sole

12        reason why those efforts failed, that the potential

13        equity investors decided not to invest because of

14        the lack of the additional funding from FDC? 

15                 A.     I am not suggesting that's the sole

16        reason, but that was one of the cornerstones, was

17        original funding proposal that we were on the road

18        with had Forward committing the balance of their

19        funds, the eight million dollars of equity, and we

20        were trying to raise an additional five million

21        dollars on a 40 million dollar pre-money valuation. 

22                  So the company would effectively have 13

23        million dollars of new capital to go and execute its

24        business plan, and that was looked upon favourably

25        by several investors, and then in the midst of that
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1         process Forward told us they would not honour that

2         commitment. 

3 104.             Q.     So if I understand you right, you

4         are saying you were expecting FDC to put in another

5         eight million dollars in equity.  You were trying to

6         raise another eight million in equity, and that

7         would result in a 40 million dollar valuation for

8         the company? 

9                  A.     No, that's not correct. 

10 105.             Q.     Okay. 

11                  A.     FDC would put in the balance of the

12         20. 

13 106.             Q.     Which was eight? 

14                  A.     Which was eight. 

15 107.             Q.     Okay. 

16                  A.     And then we were seeking to raise an

17         additional five on a 40 million dollar pre-money

18         valuation. 

19 108.             Q.     Sorry, you said a 40 million dollar

20         pre-money valuation? 

21                  A.     Yes.  The five would be on...post-

22         financing it would be a 45 million dollar

23         enterprise, and the economics would be split 50/50

24         between FDC and the existing shareholders, pre the

25         funding coming in. 
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1 109.             Q.     I just want to make sure I

2         understand what you are saying there.  So when you

3         say the 45 million dollars is prefunding, the

4         funding... 

5                  MS. SPENCE:     Forty. 

6

7 BY MR. WADDEN:

8 110.             Q.     Sorry, 40.  So the 40 million dollar

9         prefunding valuation was without the new money

10         coming in, and then the additional 13 would come in? 

11                  A.     No, no, no.  No, when FDC would put

12         their eight million dollars into the company... 

13 111.             Q.     Yes. 

14                  A.     ...that would form a 40 million

15         dollar pre-money valuation and the new money would

16         be on top of the 40. 

17 112.             Q.     Got you, okay.  So I just want to

18         compare that back, to make sure I have got it. 

19                  A.     Yes.  

20 113.             Q.     Once FDC put in the additional money

21         that you say you thought was coming, then you have a

22         40 million dollar valuation for the company, and

23         then you would be able to get another five million

24         dollars on top of that? 

25                  A.     Correct.  
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1 114.            Q.     Thank you, sorry.  That's why I ask

2        the clarifying questions because sometimes it takes

3        me a second.  

4                  Okay, were there any other alternatives

5        that you considered in addition to the equity

6        funding?  Was there any sort of lending financing

7        that you considered before filing a proposal? 

8                 A.     We had gone out in the marketplace

9        and canvassed interest in the company for some time,

10        based on this, on the five on 40 scenario, so we had

11        done a pretty wide canvass of where we were at in

12        terms of the company.  We just...we didn't feel,

13        given the fact that by the summertime we were

14        effectively insolvent, that there was a hope of

15        raising outside equity. 

16 115.            Q.     Okay, and what about additional

17        lending in addition to equity, or as opposed to

18        equity, did you consider going out and getting any

19        secured financing or... 

20                 A.     Yes, and that was something that we

21        actually proposed to Forward. 

22 116.            Q.     And other than proposing it to

23        Forward, did you propose it to anyone else? 

24                 A.     Sorry, just to go back, Jason... 

25 117.            Q.     Yes. 
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1                 A.     ...we proposed that given the

2        company's financial state, that it didn't have any

3        money since March, and in July, August, when we were

4        having discussions, we were effectively insolvent. 

5        The opportunity to go and raise equity was not

6        there.  So we proposed that the only way to get

7        additional capital for the company was by way of

8        additional secured debt. 

9 118.            Q.     Okay, and what steps did you take to

10        find additional secured debt? 

11                 A.     Well, first of all, we went to

12        Forward to get their blessing to go and raise it and

13        participate. 

14 119.            Q.     Okay. 

15                 A.     And they rejected several proposals

16        related to the addition...the addition of more debt

17        into the company.  

18 120.            Q.     And then are you suggesting, then,

19        because they didn't agree, you didn't go out and try

20        to find new secured debt? 

21                 A.     We tried to find a way to get their

22        interests and our interests aligned so that we could

23        go out and raise it, but because they said to me, as

24        the secured lender, that they would only accept a

25        proposal whereby I converted my debt, the proposals
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1        were rejected.  

2 121.            Q.     So did you never get to the point,

3        then, of talking to someone in the market about

4        provided secured debt or even unsecured debt? 

5                 A.     We did have some very high level

6        discussions with people, but they wanted to know if

7        it had the support of everyone in the company, and

8        Forward had given us an indication that they

9        wouldn't support it.  

10 122.            Q.     And you appreciated that the filing

11        of a proposal was a significant step because if the

12        proposal fails, the company goes into bankruptcy. 

13        Is that something you understood before filing the

14        proposal? 

15                 A.     Yes.  

16 123.            Q.     And just going back to the

17        information you received from MNP, I would ask if,

18        after the examination, if you consider if they

19        provided you with anything in writing as far as

20        advice, and if you can provide us with a copy of any

21        reports, opinions, views from MNP? 

22                 MS. SPENCE:     We'll take that under

23                 advisement.                                         U/A

24 124.            MR. WADDEN:     Thank you.  Just to be

25                 clear, Counsel, I'm not looking for, like,
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1                  little e-mails back and forth, but just

2                  anything that is sort of more definitive or

3                  substantive in nature. 

4                  MS. SPENCE:     Understood. 

5

6 BY MR. WADDEN:

7 125.             Q.     Mr. Craig, so as you were going

8         through the proposal process, did you review drafts

9         of the information and documents that were prepared

10         by either Aird & Berlis or MNP? 

11                  A.     Yes. 

12 126.             Q.     And you provided your comments on

13         those documents? 

14                  A.     To a certain degree. 

15 127.             Q.     Did you correct anything you thought

16         was incorrect on those documents? 

17                  MS. SPENCE:     I mean, I'm not sure...I

18                  guess he is thinking about it. 

19                  THE DEPONENT:     Yes, I don't...I don't

20                  think I had any substantive additions or

21                  comments.  It was Ken primarily dealing

22                  with counsel and MNP. 

23

24 BY MR. WADDEN:

25 128.             Q.     Okay.  Is Mr. Bicknell still in the
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1        room? 

2                 A.     Yes, he is. 

3 129.            Q.     Why don't we do it this way?  It's

4        just easier than an undertaking.  Can you ask him

5        did he provide all the corrections that he believed

6        needed to be made to the draft documents that either

7        Aird & Berlis or MNP prepared to be filed with the

8        court or creditors?  

9                 MR. BICKNELL:     I provided some feedback,

10                 but relied on our advisors.  

11 130.            MR. WADDEN:     But to the extent you saw

12                 something that...actually, I was able to

13                 hear that, but to the extent that you saw

14                 something that you thought was incorrect,

15                 you provided your comments on it?

16                 MR. BICKNELL:     Again, I read the

17                 documents.  I felt that on whole they were

18                 accurate, but I was relying also on the

19                 input of our advisors.  

20 131.            MR. WADDEN:     And when you say "the

21                 document" does that include the proposal

22                 and the trustee reports as well? 

23                 MR. BICKNELL:     All of the documents that

24                 I reviewed...I would have to verify which

25                 ones I read, but there were documents that
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1                  I reviewed, yes. 

2 132.             MR. WADDEN:     Okay. 

3                  MR. BICKNELL:    I can't verify today which

4                  ones. 

5 133.             MR. WADDEN:     So there were three

6                  proposal trustee reports.  Do you recall

7                  reviewing those and providing your comments

8                  on the proposal trustee reports? 

9                  MR. BICKNELL:     I recall reviewing a

10                  trustee proposal report.  I don't know that

11                  there were three.  

12 134.             MR. WADDEN:     And just by way of timing,

13                  do you recall reviewing that report before

14                  the commencement of the proposal

15                  proceedings or was it afterwards? 

16                  MR. BICKNELL:     I don't know. 

17                  MS. SPENCE:     I think maybe the easiest

18                  way to do this is...because I don't know

19                  the answer to that question either.  Maybe

20                  we can just review our records and

21                  undertake to provide you with an answer

22                  that explains where they had input and

23                  where they didn't.                                    U/T

24 135.             MR. WADDEN:     Sure, thank you, Counsel. 

25
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1 BY MR. WADDEN:

2 136.            Q.     And how was MNP selected as the

3        proposal trustee? 

4                 A.     I think they were recommended by our

5        legal counsel as one of the alternatives, and we

6        were introduced to Mr. Title on the telephone, and

7        we were...we had a couple of conversations with him

8        to understand his capabilities and we ended up

9        selecting MNP. 

10 137.            Q.     And why did you decide to proceed by

11        way of a proposal instead of putting in a receiver

12        as a secured creditor? 

13                 A.     We were advised by MNP and our

14        counsel this was the best route forward for the

15        company, given the fact that we wanted to keep it

16        alive and do the best we could for employees,

17        suppliers, et cetera, and at the end of the day,

18        have the ability to come out the other end and raise

19        more capital. 

20 138.            MR. WADDEN:     So Counsel, maybe we can do

21                 this by way of undertaking again, and just

22                 part of the advice of MNP, in particular,

23                 would be any advice that MNP provided

24                 saying why a proposal process was better

25                 than a receivership. 

Page 34

1                 MS. SPENCE:     Sure, and I'm going to take

2                 it under advisement just because I don't

3                 know...I haven't seen the document.                 U/A

4 139.            MR. WADDEN:     Right.  

5                 MS. SPENCE:     But yes, we can do that.

6 140.            MR. WADDEN:     Thank you.  

7

8 BY MR. WADDEN:

9 141.            Q.     And Mr. Craig, you mentioned you

10        wanted to try to keep the company alive.  Can you

11        explain for me why you wanted to keep the company

12        alive? 

13                 A.     Well, the number one reason, I

14        suppose, was to make sure that I recovered my

15        capital which was sitting as a loan, I guess, to DU,

16        and you know, I felt that the company was

17        technically insolvent, and in order to

18        recapture...have any hope of recapturing the secured

19        debt, we felt the proposal was the best way to go to

20        try and attract outside capital to keep it alive. 

21 142.            Q.     And when you say "attract outside

22        capital" you mean, like, additional equity funding? 

23                 A.     Additional debt and equity funding,

24        primarily debt funding.  

25 143.            Q.     And was it your view that you
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1        needed, through the proposal process, to make DU

2        solvent again in order to be able to attract

3        additional debt and equity? 

4                 A.     Yes.  

5 144.            Q.     And did you have a chance to review

6        the affidavit of Ms. Gillespie before? 

7                 A.     Yes, I have read it. 

8 145.            Q.     And you would have seen in her

9        affidavit that she takes issue with the fact that

10        the proposal trustee says that DU has said, or you

11        said, that the reason for the insolvency was FDC's

12        failure to provide funding it had agreed to provide. 

13        Do you remember those comments she made?  Like, I'm

14        paraphrasing, but do you remember the gist of it? 

15                 A.     Yes, I do, yes. 

16 146.            Q.     And just given the information you

17        provided to me earlier, is it fair to say that you

18        don't agree with that information because you say

19        that there was an amended subscription agreement and

20        FDC didn't abide by that subscription agreement, and

21        that is what the proposal trustee is referring to in

22        its report? 

23                 A.     No, I take it...I think my view...I

24        can't speak for the proposal trustee, but my

25        personal view is that the last meaningful amount of

Page 36

1        capital we got from Forward was in March of 2017,

2        $500,000.  

3                  So we are now in month 8 with no funding

4        source, other than the funding that I provided to

5        the company by way of DIP financing.  So if I look

6        at this on a very simple basis, DU is not unlike any

7        other tech company, there is...it is a loss making

8        company for a period of time. 

9 147.            Q.     I'm sorry, I just missed the last

10        thing you said. 

11                 A.     It's a loss making company.  It was

12        a loss making company. 

13 148.            Q.     Loss making company, okay. 

14                 A.     Loss making company.  So we...the

15        only funding source that we could count on was

16        Forward, and they stopped funding in March.  We had

17        meaningful commitments every month to make.  So when

18        they quit funding, the company got into financial

19        difficulty. 

20 149.            Q.     When you said it's a loss making

21        company, you said that that is different than a lot

22        of tech companies. 

23                 A.     No, I said that's similar to most

24        tech companies. 

25 150.            Q.     Okay, I was going to say if you look
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1        at Tesla, you know, it's worth a lot, but it hasn't

2        turned a profit. 

3                 A.     Yes.  

4 151.            Q.     Okay. 

5                 A.     It is very typical.  You know, the

6        company was relying on funding to meet its payroll,

7        to pay expenses, to pay its suppliers, to pay its

8        obligations, and when that funding stopped in March,

9        the company became imperilled, and meaningfully so. 

10 152.            Q.     Sorry, just bear with me for a

11        second.  I am just going through and seeing what we

12        have covered off already.  

13                  So if I consider the...sorry, if we

14        consider the proposal for a second, so my

15        understanding is that the proposal contemplates an

16        injection of $20 (sic) for the new equity, $76,000

17        to pay out the unsecureds and no further additional

18        financing.  Is that correct? 

19                 A.     I think that on a practical level I

20        understand that this company needs additional

21        capital.  So the proposal provided a platform to go

22        and raise additional capital.  So it's contemplated

23        that once we get through this proposal, I may be

24        required to encourage the company to get outside

25        capital into the company, and we have had
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1         discussions with outside parties to take a look at

2         this opportunity, to...once we get it through this

3         restructuring process, to bring outside capital into

4         the company, and there is also a commitment by way

5         of myself to provide DIP financing up to $750,000. 

6 153.             Q.     And given your current cash burn,

7         how long would that $700,000 last? 

8                  A.     I can't answer that without having

9         some accounting records in front of me, but

10         it's...but there was a projection done.  I'm not

11         sure it has been updated. 

12 154.             Q.     Are you referring to the 13-week

13         projection? 

14                  A.     Yes.  

15 155.             Q.     Okay, and the 700,000, though, in

16         your view, is enough to take you through the 13-week

17         projection? 

18                  A.     Yes.  

19                  MS. SPENCE:     I believe the 13-week

20                  projection is 600,000, and the DIP is 750

21                  to cover contingencies.  That's the idea. 

22 156.             MR. WADDEN:     Thank you, Counsel.  

23

24 BY MR. WADDEN:

25 157.             Q.     And I read somewhere that there
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1        is...you are contemplating running a sales process

2        for the subsidiaries after the proposal is approved. 

3        Is that correct, or is there a sales process going

4        on right now for the subsidiaries? 

5                 A.     There is...in one instance we are

6        trying to deal with a sale of one of the

7        subsidiaries.  Again, those subsidiaries, for the

8        most part, are losing money.  The subsidiary in

9        Seoul loses money.  The subsidiary in Madrid loses

10        money, and the subsidiary in Sao Paulo is holding

11        its own. 

12 158.            Q.     And sorry, and which one are you

13        seeking a sale for? 

14                 A.     We are actually trying to seek a

15        sale for the Seoul operation.  

16 159.            Q.     Now, as you mentioned, it's very

17        similar for tech companies in your stage to be loss

18        making, but seeing as you are trying to sell them,

19        is it fair to say that you feel that there is, you

20        know, positive value in these companies given the

21        technology? 

22                 A.     No, we are just trying to get rid of

23        the operating cash burn in those markets. 

24 160.            Q.     But why wouldn't you shut them down

25        instead of... 
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1                 A.     Because there is a contingent

2        liability in Seoul.  The sale would cover off the

3        contingent liability and allow us to walk away

4        cleanly. 

5 161.            Q.     And what is the nature of the

6        contingent liability? 

7                 A.     It was a commitment to the Metro to

8        remove the systems that the company was in default. 

9 162.            Q.     And who has that liability?  Is it

10        just a subsidiary or is it guaranteed by anyone? 

11                 A.     It's the subsidiary. 

12 163.            Q.     So Mr. Craig, we talked about your

13        various roles that you have, and you explained that

14        for me earlier.  Have you received any independent

15        legal advice with respect to managing the various

16        roles you have, given the inherent conflict between

17        the various roles? 

18                 A.     Yes.  

19 164.            Q.     And was that advice from Aird &

20        Berlis or from someone else? 

21                 A.     It was from Aird & Berlis. 

22 165.            Q.     Mr. Craig, I want to talk for a

23        second about the proposal that FDC provided during

24        the proposal process.  You recall that FDC provided

25        to DU a proposal that it suggested be put to the
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1        creditors for consideration.  Do you recall that? 

2                 A.     Yes, I do. 

3 166.            Q.     And we see from one of the trustee's

4        reports that it had recommended that the creditors

5        meeting be adjourned so that that proposal could be

6        considered further.  Do you recall that? 

7                 A.     Yes, I do. 

8 167.            Q.     Can you explain for me why DU's

9        directors rejected the trustee's recommendation to

10        adjourn the creditors meeting and decided just to

11        proceed with the creditors meeting? 

12                 A.     It was based on the fact that FDC

13        was not recognizing J.D. Craig Holdings' position as

14        secured creditor, and the fact that they wanted to

15        give J.D. Craig Holdings effectively a 50 percent

16        haircut on its secured position. 

17 168.            Q.     So this... 

18                 A.     And sorry, just for clarification,

19        Ken Bicknell made that decision on the basis...on

20        the basis that he knew from J.D. Craig Holdings'

21        position that it would not be prepared to take a

22        haircut on a secured debt position. 

23 169.            Q.     Did Mr. Bicknell talk to you before

24        he made that decision? 

25                 A.     I believe he did, yes. 
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1 170.            Q.     And so you knew what decision he was

2        going to make before he advised the trustee to

3        proceed with the meeting?  

4                 A.     I indicated to him what my position

5        was, and he relayed that to the trustee. 

6 171.            Q.     Now, I think you said that there was

7        two points.  The second one I understood, which was

8        FDC suggesting you take...you called it a 50 percent

9        haircut on your secured position. 

10                  The first one, though, you said FDC was

11        not recognizing your position as a secured creditor. 

12        What did you mean by that? 

13                 A.     It was one and the same. 

14 172.            Q.     Sorry, you said one and the same? 

15                 A.     It was one and the same. 

16 173.            Q.     Okay, thank you. 

17                 A.     Yes.  

18 174.            Q.     With respect to the DIP financing

19        that is being provided, does the security of the DIP

20        financing cover the same collateral as the secured

21        debt, or are there two different collateral bases? 

22                 MS. SPENCE:     I can answer that.  

23 175.            MR. WADDEN:     Sure.  

24                 THE DEPONENT:     It was... 

25 176.            MR. WADDEN:     I am happy for your counsel
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1                  to answer. 

2                  THE DEPONENT:     I defer to her answer. 

3                  MS. SPENCE:     Yes, they do.  It's the

4                  same collateral. 

5

6 BY MR. WADDEN:

7 177.             Q.     Okay.  Either before or during the

8         proposal process, have you had an independent

9         valuation done of the subsidiaries? 

10                  A.     No. 

11 178.             Q.     And before the proposal process or

12         during the proposal process, have you had an

13         independent valuation done of the intellectual

14         property that is owned by DU or its subsidiaries? 

15                  A.     Nothing independent, other than MNP

16         did take a look at some information that we had

17         relative to another supplier, who was trying to sell

18         us their IP, and they made us an offer to buy that

19         IP, and so he referenced that in his view on value

20         of IP. 

21 179.             MR. WADDEN:     Counsel, if you can provide

22                  us either with a summary of that valuation

23                  review, or if it has already been reduced

24                  to writing, just a copy of that valuation? 

25                  MS. SPENCE:     Sure.                                 U/T
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1 180.             MR. WADDEN:     Thank you.  

2

3 BY MR. WADDEN:

4 181.             Q.     Mr. Craig, when you just said that

5         there was an offer to buy the IP, was it an offer so

6         that DU could buy that other company's IP, or did

7         the other company... 

8                  A.     Yes, no, that is correct.  DU was

9         looking to buy IP from a competitor. 

10 182.             Q.     And if it's not set out in the

11         information you will provide, Counsel, if you can

12         also provide a description of what that other IP

13         was? 

14                  MS. SPENCE:     I'm going to take that

15                  under advisement.                                     U/A

16

17 BY MR. WADDEN:

18 183.             Q.     And does DU have any patents? 

19                  A.     Yes, I believe we do.  

20 184.             Q.     And so when we were talking about a

21         valuation of the intellectual property, in the

22         answers you gave me, did that include any patents

23         and also non-patented intellectual property? 

24                  A.     I think it was taken in the context

25         of the valuation of the other party's IP.  It was
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1         done by MNP. 

2 185.             Q.     And so you have indicated that you

3         are willing to stay involved with DU, and you seem

4         confident that DU has a future.  Is that fair? 

5                  A.     Yes, I believe it does, but I would

6         caveat that. 

7 186.             Q.     How so? 

8                  A.     That without additional capital, it

9         will be very challenging to run the business long

10         term. 

11 187.             Q.     Right, fair enough.  Every company

12         needs capital.  I mean, even McDonalds need capital. 

13                  A.     Yes.  

14 188.             Q.     But from your view as the executive

15         chairman, is it fair to say that you view DU's IP as

16         having some intrinsic value that would... 

17                  A.     Yes, as executive chairman, I am

18         hoping that.  As a secured creditor, I'm hoping it

19         has enough value to help retrieve my secured debt. 

20 189.             Q.     When did you first become involved

21         with DU? 

22                  A.     In approximately 2008. 

23 190.             Q.     Can you just describe for me how you

24         became involved? 

25                  A.     The company, the original company,
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1         was...the predecessor company was called Sidetrack

2         Media.  It was based in Winnipeg, Manitoba.  It was

3         going to go public in and around 2008, right before

4         the market meltdown.  They were on the road doing an

5         IPO when the market blew up and the company went

6         dormant. 

7                   So I was the original investor in DU,

8         which amalgamated with...which purchased the assets

9         of Sidetrack. 

10 191.             Q.     A reverse takeover? 

11                  A.     No, no, it was...I believe it was an

12         asset purchase. 

13 192.             Q.     Okay. 

14                  A.     And it was an all-stock deal, and

15         Mr. Ken Bicknell joined me in approximately 2010,

16         and became a partner in the business and a co-

17         investor. 

18 193.             Q.     Do you recall what the valuation was

19         of that deal?  I heard you say it was all stock, but

20         what was the value? 

21                  A.     It was nominal.  

22 194.             Q.     And then Mr. Bicknell joined you in

23         2010? 

24                  A.     Yes.  

25 195.             Q.     And were there any other material

Page 47

1        corporate transactions prior to FDC providing the

2        funding in 2015? 

3                 A.     No.  It was all primarily funded

4        between myself and Mr. Bicknell. 

5 196.            Q.     Okay.  Is that how you got to having

6        approximately three million dollars in secured debt

7        owing, was it through all those... 

8                 A.     No.  

9 197.            Q.     And when did you become a secured

10        creditor of the company, then? 

11                 A.     The original secured credit facility

12        was put in place prior to Forward putting their

13        capital in, and in...and I'm going by memory.  So if

14        the dates aren't quite accurate... 

15 198.            Q.     That's fine. 

16                 A.     ...please bear with me, but the

17        original Forward investment was supposed to take

18        place roughly in February of 2014. 

19 199.            Q.     Okay. 

20                 A.     The due diligence was supposed to be

21        completed and the funding would occur.  One of the

22        condition precedents that Forward insisted on was

23        the signature of a Metro contract prior to putting

24        cash in.  That didn't occur until roughly July of

25        that year.  
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1                  So between myself and Forward, we agreed

2        that I would fund the company in that interim

3        period, and that was the genesis of the DUM Holdings

4        loan. 

5                  When Forward made the investment, the

6        company had a third party loan through a company in

7        Toronto called Windsor Capital, and it was

8        approximately 2.2 million dollars.  The original

9        assumption was that that loan would be taken out

10        with the equity in the original discussions, and the

11        company would be debt free. 

12                  Based on the tranches of capital that went

13        into the company when Forward made the investment,

14        they settled on a five million dollar initial

15        tranche, and because of the delay in getting the

16        funding to us, there were also a significant amount

17        of payables that had built up. 

18                  So when they made the original investment

19        there were approximately two million dollars of

20        payables.  The company had two million dollars of

21        capital.  I'm giving you approximate numbers. 

22 200.            Q.     Yes. 

23                 A.     I hope that's okay. 

24 201.            Q.     Absolutely fine, yes.  

25                 A.     And then the loan from Windsor
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1        Capital remained, and the company was paying

2        interest and gave a GSA, from the outset when

3        Forward made the investment, gave a GSA to Windsor

4        Capital. 

5                  When that loan was coming due, Forward had

6        thought about taking that loan out, either by way of

7        one of the equity tranches or stepping into the

8        loan, and they didn't do that. 

9                  They actually approached me and asked me

10        to participate in the loan on a 50/50 basis when the

11        loan was coming due. 

12                  I agreed that I would be interested in

13        having 50 percent of that loan, and as discussions

14        ensued, their view was that they wanted to keep

15        their powder dry within the fund, and they asked me

16        if I would step if I would step into the Windsor

17        loan. 

18                  So they asked me to step into the Windsor

19        loan, which I did.  We were very careful about

20        structuring it from a board perspective, so that it

21        would be disclosed that I had, you know, a conflict

22        up front.  It was always front and centre that I was

23        going to be the senior creditor and also shareholder

24        and board member.  

25                  That was fully disclosed and agreed upon. 
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1        In fact, I think the GSA was amended to reflect

2        that, and there was a board resolution crafted that

3        indicated that, you know, I was stepping into that

4        loan with that caveat.  So that is how I became a

5        secured creditor in DU. 

6 202.            Q.     Okay, thank you.  That was helpful

7        and I do appreciate you're going from memory.  So

8        the numbers are not necessarily bang on.  Can you

9        pull up the document that my colleague, Mr. Harmes,

10        sent to you this morning by e-mail?  There is a

11        brief of documents.  It just attaches three

12        documents.  

13                  Counsel, while Mr. Craig is pulling it up,

14        I propose that we just mark this as Exhibit 1. 

15                 MS. SPENCE:     The brief? 

16 203.            MR. WADDEN:     The brief, and then there

17                 are three tabs, at least just for

18                 identification purposes. 

19                 MS. SPENCE:     That's fine. 

20 204.            MR. WADDEN:     Okay, so the brief that is

21                 titled "In the matter of the bankruptcy of

22                 Digital Underground Media Inc., additional

23                 documents to be referenced in the

24                 examination of Drew Craig" Exhibit 1 for

25                 the examination. 
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1 ---   EXHIBIT NO. 1:    Document titled "In the matter of

2                         the bankruptcy of Digital

3                         Underground Media Inc., additional

4                         documents to be referenced in the

5                         examination of Drew Craig"

6

7                  THE DEPONENT:     Okay. 

8

9 BY MR. WADDEN:

10 205.             Q.     So if you look at tab 2, it's... 

11                  A.     Yes, hang on one second.  Okay. 

12 206.             Q.     So you will see it says:

13                  "...Resolutions of the directors of Digital

14                  Underground Media Inc..." 

15                  A.     Yes.  

16 207.             Q.     And it's a resolution.  Now, this

17         copy is unsigned, but does this look like the

18         resolution that you were referring to? 

19                  A.     Yes.  

20 208.             Q.     Okay, so there would be a signed

21         copy of this resolution somewhere in the corporate

22         records? 

23                  A.     I believe there is. 

24 209.             Q.     And you mentioned that the

25         disclosure of your conflict of interest was
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1         disclosed, and if we look at the top of the

2         resolution, we see a paragraph in italics.  Do you

3         see that? 

4                  A.     Yes.  

5 210.             Q.     Is that sort of at least part of the

6         disclosure of your conflict of interest that you

7         were referring to? 

8                  A.     Yes.  

9 211.             Q.     And then if you flip down to tab 3? 

10                  A.     Yes.  

11 212.             Q.     This is a directors' resolution

12         signed by you and Mr. Bicknell to put the company

13         into the proposal proceedings.  Is that correct? 

14                  A.     Yes.  

15 213.             Q.     Can you explain for me why there is

16         no disclaimer of your conflict of interest on this

17         resolution?  

18                  A.     I would, again, defer to counsel on

19         that.  

20 214.             Q.     While we still have that brief up,

21         can you turn to tab 1?  You'll see it's a copy of a

22         forbearance agreement between J.D. Craig Holdings

23         Inc. and DUM Holdings Inc., on the one hand, and

24         Digital Underground Media Inc. on the other. 

25                  A.     Yes.  
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1 215.            Q.     And am I correct that this is a

2        forbearance agreement between the secured debt

3        holders and DU? 

4                 A.     Yes.  

5 216.            Q.     And sorry, Mr. Craig, I think you

6        maybe mentioned this earlier.  If you did, I

7        apologize, but does Mr. Bicknell have a financial

8        interest in either J.D. Craig Holdings Inc. or DUM

9        Holdings Inc.? 

10                 A.     A very, very small percentage in DU,

11        nothing in J.D. Craig Holdings. 

12 217.            Q.     Okay, and when you just mentioned DU

13        there, you're referring to DUM Holdings Inc.? 

14                 A.     DUM Holdings, yes, I'm sorry. 

15 218.            Q.     No problem.  That's why I said

16        sometimes there are clarification questions just so

17        that we don't get confused. 

18                 A.     Right. 

19 219.            Q.     Okay.  So can you explain to me what

20        the purpose of this document is, based on your

21        understanding? 

22                 A.     My understanding was that prior to

23        calling the note, that we would have a forbearance

24        agreement that would allow the company to operate

25        day-to-day, and Forward, the lender, to advance
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1         monies to the company as needed, and not call the

2         note, and get us through the process. 

3 220.             Q.     Sorry, when you say, "Allow the

4         lender to advance money," are you talking through

5         the DIP financing? 

6                  A.     Yes, I guess in this instance...I

7         should correct that... 

8 221.             Q.     Sure. 

9                  A.     ...that this forbearance agreement

10         effectively allows the company to operate without me

11         calling the loan. 

12 222.             Q.     Okay.  If you look at section 2.1... 

13                  A.     Yes.  

14 223.             Q.     Sorry, actually if you can turn to

15         2.4 on page 4? 

16                  A.     Yes.  

17 224.             Q.     So this section is titled:

18                  "...Acknowledgement of certain events of

19                  default..."

20         So if you could just read that quickly, and then let

21         me know if you agree that those events of default

22         had occurred prior to the proposal proceedings. 

23                  A.     If they have occurred.  Is that your

24         question, Jason? 

25 225.             Q.     Yes, sorry, I just want to know was
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1         it your position that those defaults had occurred

2         prior to the commencement of the proposal

3         proceedings? 

4                  A.     There are certain events of default,

5         so one and two.  I'm not sure what the term of the

6         credit agreement was, but certainly the borrower's

7         failure to pay all principal and interest set out in

8         the finance agreement in the time and the manner

9         specified therein. 

10                  MS. SPENCE:     I mean, I think that that

11                  answer is as a result you don't recall the

12                  specific terms of the credit agreement, but

13                  we can undertake to... 

14                  THE DEPONENT:     I don't. 

15                  MS. SPENCE:     We can undertake to check

16                  that. 

17                  THE DEPONENT:     I would have to look at

18                  the loan agreement. 

19

20 BY MR. WADDEN:

21 226.             Q.     Okay, maybe we could actually make

22         it a little simpler.  Maybe I don't need the

23         undertaking.  I don't want to do a make-work

24         project, but is it your view and position that the

25         credit agreement is in default?  Sorry, by "credit
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1         agreement", I mean your secured credit facilities.  

2                  A.     Yes, I suppose it's in default in

3         the sense that it has matured.  It's beyond the

4         term. 

5 227.             Q.     Okay, and after the...if the

6         proposal is approved, the credit...sorry, the

7         secured credit facility will still be in default

8         because it will have matured, and the company still

9         won't have the ability to repay it? 

10                  A.     That's right. 

11 228.             Q.     And over on to... 

12                  A.     But Jason, just to be clear, the

13         thought is that the debt will remain and we will go

14         and raise new debt pari passu to this debt to fund

15         the company going forward. 

16 229.             Q.     Right, okay, and I think you

17         explained that to me earlier. 

18                  A.     Okay. 

19 230.             Q.     That's the plan, right? 

20                  A.     That's the plan. 

21 231.             Q.     Okay, thanks.  Now, if you can also

22         look to paragraph 5.3 on page 7 of the forbearance

23         agreement? 

24                  A.     Yes.  

25 232.             Q.     And this is saying that you get to
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1        keep current Gyun Chae or Onevex Co. on the basis

2        that they are critical payments for the ongoing

3        business of DU.  Can you explain to me what Mr. Chae

4        does, and why, in your opinion, it's critical to DU

5        that he continues to be paid? 

6                 A.     Yes, David Chae is the inventor of

7        the technology. 

8 233.            Q.     Sorry, did you say inventor? 

9                 A.     Inventor. 

10 234.            Q.     Thank you. 

11                 A.     Inventor/scientist that provides the

12        technical platform that DU operates under, and we

13        owe David money and we felt it important to keep he

14        and his team together, to pay their salaries. 

15                  The $13,000 per month pays the salaries

16        for his...for him and his support team in Korea. 

17        They are effectively the technical team in Korea. 

18 235.            Q.     For the Seoul subsidiary? 

19                 A.     No, not for the Seoul subsidiary. 

20        They are the scientific group that manages the

21        construction and the buildout of the technical kit

22        that we sell Metro.  

23 236.            Q.     If you can turn to paragraph 7.6 of

24        forbearance agreement, it's on page 10.  

25                 A.     Yes.  
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1 237.            Q.     And this is a release that, as I

2        understand, releases...or where DU releases the

3        secured creditors of all claims.  Can you explain

4        for me why the release was necessary in the

5        forbearance agreement? 

6                 A.     I would have to defer on that. 

7                 MS. SPENCE:     Yes, I think that might be

8                 a privileged question.

9 238.            MR. WADDEN:     Okay, so I don't think it's 

10                 a privileged question, but we don't need to

11                 have that discussion now.  So if you would

12                 just let us know if you're refusing the

13                 question or if you want to answer it

14                 somehow? 

15                 MS. SPENCE:     Sure, I'll let you know.            U/A

16 239.            MR. WADDEN:     Great, thank you. 

17

18 BY MR. WADDEN:

19 240.            Q.     Mr. Craig, what is the easiest...I'm

20        just looking at the time.  I have only got about 10

21        minutes left of questions, if that.  I know your

22        counsel has somewhere else to be.  So I'm just

23        trying to do this quickly. 

24                  Which report or sorry which motion record

25        is easiest for you to pull up?  I have some
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1        questions about some of the numbers that are

2        contained in the proposal, but the numbers show up

3        in a couple of different places.  So what is easiest

4        for you to pull up? 

5                 A.     You just tell me and I'll pull it

6        up. 

7 241.            Q.     Why don't you pull up the proposal

8        document, and if you don't have that as a stand-

9        alone document, you can find it in the motion record

10        for the approval of the proposal at tab I? 

11                 MR. BICKNELL:     Motion record, proposal

12                 trustee, re approval proposal?  

13 242.            MR. WADDEN:     That's the name of the

14                 documents, and if you have that one...and

15                 it says "Returnable November 14th, 2017" on

16                 it, and I don't know if you are screen is

17                 big enough you can see. 

18                 MR. BICKNELL:     September 25th? 

19                 MS. SPENCE:     No. 

20 243.            MR. WADDEN:     No, not September 25th.  

21                 MR. BICKNELL:     November 14th, motion

22                 record of trustee approval? 

23 244.            MR. WADDEN:     Yes, yes, that one works.  

24                 MR. BICKNELL:     Okay, and what tab or

25                 what page? 

Page 60

1 245.             MR. WADDEN:     Tab I.  

2                  MR. BICKNELL:     Is there a page? 

3 246.             MR. WADDEN:     187 on the top right

4                  corner.  Sorry, do you have it there? 

5                  THE DEPONENT:     I'm working on it. 

6

7 BY MR. WADDEN:

8 247.             Q.     Yes, no problem.  

9                  A.     Yes, we have got it here, Jason. 

10 248.             Q.     Okay, thanks.  So if you turn to the

11         second page...just to confirm, you have seen this

12         document before? 

13                  A.     Yes, yes. 

14 249.             Q.     Okay.  So if you turn over the first

15         page to...it's page 188 of the record, and it says:

16                  "...Form 78 continued, list A, unsecured

17                  creditors..." 

18                  A.     Yes.  

19 250.             Q.     And this is a list of the unsecured

20         creditors? 

21                  A.     Yes.  

22 251.             Q.     And if you look at numbers 6 and 11

23         you will see there is an entry for DUM Holdings Inc.

24         and J.D. Craig Holdings Inc. 

25                  A.     Yes.  
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1 252.            Q.     Okay, and row number 6, you see DUM

2        Holdings Inc. is listed as having an unsecured debt

3        of $528,291.47, and under number 11 it says that

4        J.D. Craig Holdings Inc. has an unsecured claim of

5        $2,511,030.78.  Do you see that there? 

6                 A.     I see that. 

7 253.            Q.     Okay.  So are you suggesting...

8        sorry, and if you look down at the bottom of this

9        list, you will see that that is your signature? 

10                 A.     Yes.  

11 254.            Q.     Okay, so are you suggesting, then,

12        that you know those amounts that are owed to DUM

13        Holdings Inc. and D.J. Craig Holdings Inc. are to be

14        treated as unsecured claims, and therefore,

15        extinguished as part of the proposal? 

16                 MS. SPENCE:     If I can just interject for

17                 one minute, under the unsecured claim

18                 column on that page, those two line items

19                 are actually listed as zero. 

20 255.            MR. WADDEN:     Right. 

21                 MS. SPENCE:     So I believe that the form

22                 is not intended to reflect those as

23                 unsecured debts. 

24                 THE DEPONENT:     Jason, my understanding

25                 of that...and I questioned that when I saw
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1                  it, and when I talked to MNP, they said

2                  they had to list all creditors on the list. 

3

4 BY MR. WADDEN:

5 256.             Q.     Okay. 

6                  A.     So our position is DUM Holdings and

7         J.D. Craig are fully secured. 

8 257.             Q.     And will remain fully secured after

9         the proposal? 

10                  A.     Yes. 

11 258.             Q.     If it's approved, yes, okay.  Just

12         so that you can see where I think this...those

13         numbers come from, if you turn to the next page,

14         which is page 189 of the record, which is list B,

15         secured creditors? 

16                  A.     Yes.  

17 259.             Q.     And it lists DUM Holdings Inc. and

18         J.D. Craig Holdings Inc.  Then it lists the

19         value...or the amount of the claims, which I think

20         that is the full amount of your secured claim.  Is

21         that correct? 

22                  A.     At that time. 

23 260.             Q.     And then what it does is it has an

24         estimated value of the security, and then takes the

25         balance of the claim, so subtracts the estimated
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1        value of security, it comes up with a balance of the

2        claim, and then you will see that the balance of the

3        claim is then listed on the unsecured creditors list

4        on list A.  

5                 A.     Yes, and again, Jason, I have

6        deferred to MNP.  They put this together. 

7 261.            Q.     Right. 

8                 A.     And they indicated to me this was

9        the correct way to highlight these amounts. 

10 262.            Q.     Okay, and again, just so that we're

11        abundantly clear, your position is after the

12        proposal is approved, if it is approved, that you

13        are left with your full secured claim still? 

14                 A.     Yes.  

15 263.            Q.     Now, looking at list B under

16        "Secured creditors", can you explain for me why the

17        estimated value of the security held by DUM Holdings

18        Inc. is listed as zero? 

19                 A.     I cannot answer that, Jason. 

20 264.            Q.     Okay.  Then a second question is

21        where it says "J.D. Craig Holdings Inc." you will

22        see there are various values attributed to various

23        classes of collateral.  Can you explain for me how

24        those values were attributed?  With respect to the

25        intellectual property, I think you already explained
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1        that earlier.  If you have nothing to add, then I

2        don't need you to repeat your answer on that one,

3        but if you can explain to me how the other ones were

4        valued? 

5                 A.     I think Ken worked with MNP to come

6        up with some relative values based on where we were

7        at at that point in time. 

8 265.            Q.     Okay.  Counsel... 

9                 A.     In other words, those were estimates

10        based on where MNP thought they could attribute

11        value, and I know again they did some work in the

12        background on that that I wasn't privy to. 

13                 MR. PHOENIX:     It's Graham Phoenix,

14                 counsel to MNP, I'm just going to jump into

15                 the examination, and say that MNP will be

16                 happy to explain the statement after the

17                 fact at some point.  

18 266.            MR. WADDEN:     Okay.  Actually, just be

19                 we're all running on a time crunch, given

20                 the schedule, Mr. Phoenix, if you don't

21                 mind taking that question as a request to

22                 the proposal trustee to provide us with

23                 that information, and we're happy to take

24                 it just by way of e-mail. 

25                 MR. PHOENIX:     That's fine. 
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1 267.             MR. WADDEN:     Right, thank you. 

2                  Actually, just give me one minute.  Just go

3                  off the record for a second. 

4

5 ---   DISCUSSION OFF THE RECORD 

6

7 268.             MR. WADDEN:     Mr. Craig, subject to any

8                  follow-up questions on the undertakings,

9                  those are all the questions I have for you

10                  now.  Thank you very much for making

11                  yourself available early in the morning on

12                  B.C. time. 

13                  THE DEPONENT:     It wasn't too early. 

14                  You're welcome.  

15 269.             MR. WADDEN:     It's always good to wake up

16                  on the coast.  It's very nice there.  Well,

17                  listen, thank you very much.  Counsel,

18                  thank you for the undertakings and stuff,

19                  and we'll be in touch.  Thank you very

20                  much. 

21                  THE DEPONENT:     Thank you. 

22                  MS. SPENCE:     Thank you.  

23

24 ---   upon adjourning at 12:56 p.m.
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FORBEARANCE AGREEMENT 

THIS AGREEMENT (this “Agreement”) is made as of this 15th day of September, 2017. 

A M O N G S T: 

J.D. CRAIG HOLDINGS INC. and DUM HOLDINGS INC. 

(hereinafter together referred to as the “Lender”)

- and - 

DIGITAL UNDERGROUND MEDIA INC. 

(hereinafter referred to as the “Borrower”) 

RECITALS: 

A. The Borrower is indebted to the Lender with respect to certain credit facilities (the 
“Credit Facilities”) made available by the Lender to the Borrower, including, without 
limitation, those Credit Facilities made pursuant to and under the terms of the agreements 
set out in Schedule “A” hereto (the “Credit Agreement”); 

B. The Borrower and J.D. Craig Holdings Inc. have entered into an independent contractor 
consulting agreement dated July 27, 2015, pursuant to which J.D. Craig Holdings Inc. 
receives a consulting fee (the “Consulting Agreement”); 

C. To secure the Borrower’s obligations to the Lender, including, without limitation, those 
arising under the Credit Agreement and the Consulting Agreement, the Borrower has 
provided security in favour of the Lender, including, without limitation, the security set 
out in Schedule “B” hereto (collectively, the “Security”); 

D. Certain events of default have occurred pursuant to the Credit Agreement; 

E. Beginning in May 2017, the interest rate payable on the indebtedness owing pursuant to 
the J.D. Craig Loan Agreement (as defined in Schedule “A” hereto) increased to 36% per 
annum (the “Default Rate”), in accordance with section 4(b) of the J.D. Craig Loan 
Agreement, as a result of the Borrower’s defaults thereunder; 

F. The Borrower is insolvent, and requires ongoing funding while it seeks to restructure its 
affairs and secure alternate financing to allow for the continuation of the Borrower’s 
business, and the ultimate repayment of the amounts owing to the Lender pursuant to the 
Credit Agreement;  

G. J.D. Craig Holdings Inc. has agreed to provide ongoing funding to the Borrower for the 
purpose of allowing the Borrower to remain in business while it seeks to restructure its 
affairs and secure alternate financing arrangements; and 
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H. The Borrower has requested and the Lender has agreed to forbear from taking certain 
actions under the Credit Agreement and the Security in connection with the defaults of 
the Borrower existing to the date hereof, and has agreed to continue to extend the Credit 
Facilities to the Borrower solely on the terms and conditions and subject to the limitations 
as specified in this Agreement, so that the Borrower has the opportunity to remain in 
business while it seeks to restructure its affairs and secure additional financing to fulfil its 
business plan on a go forward basis. 

NOW THEREFORE in consideration of the respective covenants of the parties hereto as herein 
contained, and other good and valuable consideration (the receipt and sufficiency of which are 
hereby acknowledged), the parties hereby agree as follows: 

ARTICLE 1 
INTERPRETATION 

1.1 Definitions 

In this Agreement, unless the context otherwise requires, all terms defined in the Credit 
Agreement and not otherwise defined herein shall have the respective meanings ascribed to them 
in the Credit Agreement. All monetary amounts referred to in this Agreement shall refer to 
Canadian currency. 

1.2 Gender and Number 

Words importing the singular include the plural and vice versa and words importing 
gender include all genders. 

1.3 Severability 

Each of the provisions contained in this Agreement is distinct and severable, and a 
declaration of invalidity, illegality or unenforceability of any such provision or part thereof by a 
court of competent jurisdiction shall not affect the validity or enforceability of any other 
provision of this Agreement. 

1.4 Headings 

The division of this Agreement into articles, sections and clauses, and the insertion of 
headings are for convenience of reference only and shall not affect the construction or 
interpretation of this Agreement. 

1.5 Entire Agreement 

Except for the Financing Agreements (as defined herein) and the additional documents 
provided for herein, this Agreement constitutes the entire agreement of the parties and 
supersedes all prior agreements, representations, warranties, statements, promises, information, 
arrangements and understandings, whether oral or written, express or implied, relating to the 
subject matter hereof. This Agreement may not be amended or modified except by written 
consent executed by all the parties. No provision of this Agreement will be deemed waived by 
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any course of conduct unless such waiver is in writing and signed by all the parties, specifically 
stating that it is intended to modify this Agreement.  

1.6 Governing Law 

This Agreement shall be governed by and construed in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein, without regard to any 
conflicts of law or principles of comity. 

1.7 Attornment 

Each party hereto irrevocably attorns to the exclusive jurisdiction of the Ontario Superior 
Court of Justice (Commercial List) in the City of Toronto for all matters arising out of or in 
connection with this Agreement.  

1.8 Conflicts 

If there is any inconsistency or conflict between the terms of this Agreement and the 
terms of the Credit Agreement, the Consulting Agreement or the Security or any other agreement 
executed in connection therewith (collectively, the “Financing Agreements”), the provisions of 
this Agreement shall prevail to the extent of the inconsistency, but the foregoing shall not apply 
to limit or restrict in any way the rights and remedies of the Lender under the Financing 
Agreements or this Agreement other than as may be specifically contemplated herein. 

ARTICLE 2 
ACKNOWLEDGEMENT AND CONFIRMATION 

2.1 Acknowledgement of Obligations 

(a) The Borrower hereby acknowledges, confirms and agrees that, as of the close of 
business on September 15, 2017, the Borrower was indebted to the Lender in 
respect of advances made pursuant to the Financing Agreements in the following 
aggregate amounts in principal and interest, exclusive of amounts which may be 
or become owing for the Lender’s fees, agent costs, professional and legal fees, 
accruing interest at the rates set out in the Financing Agreements, costs and any 
additional borrowings from the date of this Agreement (collectively, the 
“Indebtedness”): 

(i) with respect to J.D. Craig Holdings Inc., $2,816.031.78; and 

(ii) with respect to DUM Holdings Inc., $528,291.47. 

(b) The Borrower hereby acknowledges, confirms and agrees that the Indebtedness, 
together with interest accrued and accruing thereon, and fees, costs, expenses and 
other charges now or hereafter properly payable by the Borrower to the Lender 
under the Financing Agreements, is unconditionally owing by the Borrower to the 
Lender, without any right of setoff, defence, counterclaim or reduction of any 
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kind, nature or description whatsoever, and the Borrower is estopped from 
disputing such Indebtedness. 

(c) The Borrower hereby acknowledges, confirms and agrees that it will continue to 
accept statements of the Indebtedness issued by the Lender to be accurate 
statements of the amount and the particulars of the Indebtedness as of the date of 
the statement, absent manifest error. 

2.2 Acknowledgement of Security Interests 

The Borrower hereby acknowledges, confirms and agrees that the Security, as applicable, 
has not been discharged, waived or varied, that it is binding upon the Borrower, and that it is 
enforceable in accordance with its written terms until the obligations of the Borrower to the 
Lender have been indefeasibly paid and satisfied in full. 

2.3 Acknowledgement of Rights 

The Borrower hereby acknowledges, confirms and agrees that the Lender is entitled to 
exercise its rights and remedies under the Financing Agreements and other applicable law. 

2.4 Acknowledgement of Certain Events of Default 

The Borrower hereby acknowledges, confirms and agrees that one or more defaults has 
occurred and is continuing pursuant to the provisions of the Financing Agreements (any and all 
such defaults as may be existing and known to the Lender as of the date hereof being referred to 
as the “Existing Defaults”), including, without limitation: (i) the term of the Credit Agreement 
has expired, and all amounts owing thereunder are now due; and (ii) the Borrower’s failure to 
pay all principal, interest and other amounts due under the Financing Agreements at the times 
and in the manner specified therein. 

2.5 Additional Acknowledgements  

The Borrower hereby acknowledges, confirms and agrees that: 

(a) the facts set out in the recitals to this Agreement are true and accurate; 

(b) except as hereby amended, the Financing Agreements will remain in full force 
and effect, unamended, except as provided for herein;  

(c) except as provided for in this Agreement, the Lender (either by itself or through 
its employees or agents) has made no promises, nor has it taken any action or 
omitted to take any action, that would constitute a waiver of its rights to enforce 
the Security and pursue its remedies in respect of the obligations of the Borrowers 
to the Lender, or that would stop it from doing so; and 

(d) to the date hereof, the Lender has acted in a commercially reasonable manner. 
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ARTICLE 3 
CONDITIONS PRECEDENT 

3.1 Conditions Precedent to the Effectiveness of this Agreement 

This Agreement shall not be effective unless and until the Lender shall have received a copy of 
this Agreement, fully executed by the Borrower. 

ARTICLE 4 
FORBEARANCE CONDITIONS  

4.1 Forbearance 

In reliance upon the acknowledgements, representations, warranties and covenants of the 
Borrower contained in this Agreement and subject to the terms and conditions of this Agreement, 
and any documents executed in connection herewith, the Lender agrees, subject to the terms 
hereof, to forbear from exercising its rights and remedies under the Credit Agreement, the 
Security, and other applicable law, until the earlier of (collectively, the “Forbearance Period”): 

(a) October 31, 2017; and 

(b) the occurrence of an Intervening Event (as defined herein and pursuant to section 
6.1 of this Agreement). 

4.2 Expiration or Termination of the Forbearance Period 

Upon the expiration or termination of the Forbearance Period, the agreement of the 
Lender to forbear shall automatically and without further action terminate and be of no further 
force and effect, it being expressly agreed that the effect of such expiration or termination will be 
to permit the Lender to exercise its rights and remedies under the Financing Agreements, this 
Agreement and any other agreement or documents executed in connection herewith immediately, 
including, without limitation: (i) the exercise of all remedies available pursuant to the Financing 
Agreements; (ii) the acceleration of all the obligations of the Borrower to the Lender without any 
further notice, passage of time or forbearance of any kind; and (iii) the making of an application 
to a court of competent jurisdiction, in accordance with section 1.7 of this Agreement, to enforce 
any private or other remedies available to the Lender.  

4.3 Forbearance Fee 

In consideration of the Lender entering into this Agreement, the Borrower shall pay to the 
Lender a forbearance fee of $50,000 (the “Forbearance Fee”).  Such Forbearance Fee will be 
fully earned and paid upon execution of this Agreement by the Borrower, and is owing and to be 
paid in addition to all other fees, interest, costs and expenses payable in connection with the 
Financing Agreements or this Agreement.  The Forbearance Fee shall form part of the 
Indebtedness and shall be secured by any and all of the Security. 
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4.4 Default Rate of Interest 

In consideration of the mutual covenants contained herein, the Borrower and J. D. Craig 
Holdings Inc. hereby acknowledge and agree that, for the duration of the Forbearance Period, the 
Default Rate shall be reduced from 36% per annum to 20% per annum (the “Reduced Default 
Rate”).  The Reduced Default Rate shall be applied: 

(a) retroactively, to any portion of the Indebtedness incurred between May 2017 and 
the date hereof, to which the Default Rate would have applied pursuant to the 
terms of the J.D. Craig Loan Agreement, in the absence of J.D. Craig Holdings 
Inc.’s agreement as set out herein;  

(b) to any amounts advanced by J.D. Craig Holdings Inc. to the Borrower pursuant to 
the J.D. Craig Loan Agreement during the Forbearance Period; and 

(c) to any amounts advanced by J.D. Craig Holdings Inc. to the Borrower pursuant to 
any new agreement(s) to provide ongoing funding to the Borrower for the purpose 
of allowing the Borrower to remain in business while it seeks to restructure its 
affairs and secure alternate financing arrangements. 

4.5 No Other Waivers; Reservation of Rights 

Subject to section 4.1 of this Agreement, the Lender reserves the right, in its sole and 
absolute discretion, to exercise any or all of its rights or remedies under any one or more of the 
Financing Agreements or other applicable law, and the Lender has not waived any such rights or 
remedies, and nothing in this Agreement and no delay on the part of the Lender in exercising any 
such rights or remedies, shall be construed as a waiver of any such rights or remedies. 

ARTICLE 5 
OBLIGATIONS OF THE BORROWER DURING THE FORBEARANCE PERIOD 

5.1 Credit Agreement 

During the Forbearance Period, the Borrower shall strictly adhere to all the terms, 
conditions and covenants of the Credit Agreement, this Agreement and the other Financing 
Agreements, including, without limitation, terms requiring prompt payment of principal, interest, 
fees and other amounts when due, except to the extent that such terms, conditions and covenants 
are otherwise specifically amended by this Agreement.   

5.2 Full Co-Operation 

During the Forbearance Period, the Borrower shall cooperate fully with the Lender, 
including, without limitation, by promptly responding to all communications, providing all 
requested information, and providing the Lender with full access to the books, records, property, 
assets and personnel of the Borrower wherever they may be situated and in whatever medium 
they may be recorded, at the request of and at times convenient to any such party, acting 
reasonably, which right of access shall include the right to inspect and appraise such property 
and assets. 
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5.3 Operational Obligations 

For the duration of the Forbearance Period, the Borrower hereby covenants and agrees 
with the Lender as follows: 

(a) the Borrower shall maintain its corporate existence as a valid and subsisting entity 
and shall not merge, amalgamate or consolidate with any other corporation, 
except with the Lender’s prior written consent; 

(b) except as specifically provided for herein, the Borrower shall comply in all 
respects with all terms and provisions of the Financing Agreements and this 
Agreement and nothing herein derogates therefrom.  For greater certainty, except 
as provided for herein, the Borrower shall continue to remit all payments when 
due under the Financing Agreements and shall operate all facilities within the 
terms and the limits prescribed therein, except as amended by this Agreement;   

(c) the Borrower shall keep current, at all times, the following obligations to Gyun 
Chae and/or Innovex Co., Ltd. (together, “Innovex”), on the basis that they are 
critical payments for the ongoing business of the Borrower. For greater certainty, 
any other obligation owed to Innovex (unless agreed to between all parties in 
writing otherwise) shall not be paid other than in accordance with any approved 
restructuring proposal: 

(i) a $13,000 monthly payment owing by the Borrower to Innovex in respect 
of remuneration paid to Innovex employees tasked with advancing the 
technologies used by the Borrower in its business; 

(d) the Borrower shall not encumber, mortgage, hypothec, pledge or otherwise cause 
any form of lien or charge on any of their property or assets, including intangible 
and contingent assets, without the prior written consent of the Lender; 

(e) the Borrower shall give to the Lender prompt notice of any litigation, arbitration 
or administrative proceeding before or of any court, arbitration, tribunal or 
governmental authority affecting any of the assets, property or undertakings of the 
Borrower; and 

(f) unless otherwise agreed to herein, the Borrower shall not do any act or thing 
which may have the effect of defeating or delaying the enforcement of the 
Lender’s rights and remedies under the Security.  

ARTICLE 6 
INTERVENING EVENTS 

6.1 Intervening Events 

Upon the happening of any one of the following events (each an “Intervening Event”), 
this Agreement shall forthwith terminate: 
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(a) any material representation, warranty or statement made by the Borrower in this 
Agreement or any other agreement with the Lender was untrue or incorrect when 
made or becomes untrue or incorrect, other than those material representations, 
warranties or statements made by the Borrower which are untrue or incorrect and 
of which the Lender is aware of at the time of execution of this Agreement; 

(b) the Borrower fails to perform or comply with any of its covenants or obligations 
contained in this Agreement, any of the Financing Agreements or in any other 
agreement or undertaking with the Lender, other than the covenants, obligations 
or undertakings with which the Borrower has already failed to perform or comply 
with at time of execution of this Agreement;  

(c) the Borrower defaults in the performance of any obligation under any of the 
Financing Agreements after the date hereof; 

(d) the occurrence of any other event which, in the opinion of the Lender, acting 
reasonably, may materially and adversely impact the priority or enforceability of 
the Security or the realizable value of the collateral subject to such Security; 

(e) the loss, damage, destruction or confiscation of the Borrower’s property or assets 
or any part thereof, unless upon such event, the Borrower pays to the Lender 
forthwith such amount as the Lender, in its sole and absolute discretion, 
determines is satisfactory; 

(f) any person takes possession of any property of the Borrower by way of or in 
contemplation of enforcement of security, or a distress or execution or similar 
process levied or enforced against any property of the Borrower; 

(g) any change of ownership, control or management of the Borrower, without the 
Lender’s prior written consent; 

(h) in the Lender’s sole opinion, a material adverse change occurs in the business, 
affairs, financial condition, operation or ownership of the Borrower arising for 
any reason whatsoever;  

(i) the Borrower fails to maintain current insurance or other material contracts;  

(j) without the Lender’s prior written consent, the Borrower ceases to carry on 
business in the normal course in the same manner as such business has previously 
been carried on or as specifically amended by this Agreement or commits or 
threatens to commit an act of bankruptcy;  

(k) without the prior written consent of the Lender, the Borrower takes any action or 
commences any proceeding or any action or proceeding is taken or commenced 
by another person or persons against the Borrower relating to the reorganization, 
readjustment, compromise or settlement of the debts owed by the Borrower to its 
creditors where such reorganization, readjustment, compromise or settlement shall 
affect a substantial portion of the Borrower’s assets or property, including, 
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without limitation, the filing of a Notice of Intention to Make a Proposal under the 
Bankruptcy and Insolvency Act (Canada) (“BIA”), the making of an order under 
the Companies’ Creditors Arrangement Act (Canada) or the commencement of 
any similar action or proceeding by any party other than the Lender; 

(l) in the Lender’s sole opinion, the Borrower fails to advance any proceeding 
commenced pursuant to the BIA in a manner and/or at a pace satisfactory to the 
Lender, in its sole discretion; 

(m) the filing of an application for a bankruptcy order against the Borrower pursuant 
to the provisions of the BIA by any party other than the Lender;  

(n) the Borrower fails to meet its payroll obligations or does not have sufficient funds 
available to fund its payroll obligations, or fails to produce evidence, satisfactory 
to the Lender, acting reasonably, of the availability of such funds to the Lender 
within one business day prior to the date that any payroll falls due; or 

(o) the expiration or termination of the Forbearance Period. 

ARTICLE 7 
GENERAL PROVISIONS 

7.1 Effect of this Agreement 

Except as modified pursuant hereto, no other changes or modifications to the terms of the 
Financing Agreements are intended or implied and in all other respects, the terms of the 
Financing Agreements are confirmed.   

7.2 Further Assurances 

The parties hereto shall execute and deliver such supplemental documents and take such 
supplemental action as may be necessary or desirable to give effect to the provisions and 
purposes of this Agreement, all at the sole expense of the Credit Parties. 

7.3 Binding Effect 

This Agreement shall be binding upon and enure to the benefit of each of the parties 
hereto and its respective successors and permitted assigns. 

7.4 Survival of Representations and Warranties 

All representations and warranties made in this Agreement or any other document 
furnished in connection herewith shall survive the execution and delivery of this Agreement and 
such other document delivered in connection herewith, and no investigation by the Lender or any 
closing shall affect the representations and warranties or the rights of the Lender to rely upon 
such representations and warranties. 

7.5 Confidentiality 
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The Lender and its professional advisors shall be at liberty, in their sole discretion, to 
disclose any information obtained from the Credit Parties to any party or parties in order to 
recover amounts owed to the Lender by the Credit Parties.  

7.6 Release 

In consideration of the agreements of the Lender contained herein and for other good and 
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the 
Borrower, on its behalf and on behalf of its successors, assigns, and other legal representatives, 
hereby absolutely, unconditionally and irrevocably releases, remises and forever discharges the 
Lender and each of its successors and assigns, participants, affiliates, subsidiaries, branches, 
divisions, predecessors, directors, officers, attorneys, employees, lenders and other 
representatives and advisors (the Lender and all such other persons being hereinafter referred to 
collectively as the “Releasees” and individually as a “Releasee”), of and from all demands, 
actions, causes of action, suits, covenants, contracts, controversies, agreements, promises, sums 
of money, accounts, bills, reckonings, damages and any and all other claims, counterclaims, 
defences, rights of set-off, demands and liabilities whatsoever (individually, a “Claim” and 
collectively, “Claims”) of every name and nature, known or unknown, suspected or unsuspected, 
both arising at law and in equity, which the Borrower or any of its successors, assigns or other 
legal representatives may now own, hold, have or claim to have against the Releasees or any of 
them for, upon, or by reason of any circumstance, action, cause or thing whatsoever which arises 
at any time on or prior to the day and date of this Agreement, including, without limitation, for or 
on account of, or in relation to, or in any way in connection with, any of the Financing 
Agreements or transactions thereunder or related thereto. 

7.7 No Novation 

This Agreement will not discharge or constitute novation of any debt, obligation, 
covenant or agreement contained in the Credit Agreement or any of the Financing Agreements 
but the same shall remain in full force and effect save to the extent amended by this Agreement. 

7.8 Notice  

Without prejudice to any other method of giving notice, any notice required or permitted 
to be given to a party pursuant to this Agreement will be conclusively deemed to have been 
received by such party on the day of the sending of the notice by prepaid private courier to such 
party at its, his or her address noted below or by email at its, his or her email address noted 
below.  Any party may change its, his or her address for service or address by notice given in the 
foregoing manner.  

Notice to the Borrower shall be sent to: 

Digital Underground Media Inc. 
320-321 Water St.  
Vancouver, BC. V6B 1B8

Attention: Ken Bicknell 
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Email: (ken@adtrackmedia.com)  

with a copy to:  

Aird & Berlis LLP 
Barristers and Solicitors 
Brookfield Place 
181 Bay Street, Suite 1800 
Toronto, ON  M5J 2T9 

Attention: Steven Graff and Miranda Spence 
Email: sgraff@airdberlis.com and mspence@airdberlis.com

Notice to the Lender shall be sent to: 

J.D. Craig Holdings Inc. 
4280 Rockridge Road 
West Vancouver, BC V7W 1A5 

Attention: Drew Craig 
Email: drew.craig@craigwireless.com   

and to: 

DUM Holdings Inc. 
100 King St. West, Suite 1600 
Toronto, ON M5X 1G5 

Attention: Drew Craig 
Email: drew.craig@craigwireless.com 

7.9 Execution in Counterparts 

This Agreement may be executed in counterparts, each of which shall be deemed to be an 
original and which taken together will be deemed to constitute one and the same instrument.  
Counterparts may be executed either in original, faxed or portable document format (“PDF”) 
form and the parties adopt any signatures received by a receiving fax machine or by emailed 
PDF as original signatures of the parties, provided, however, that any party providing its 
signature in such manner will promptly forward to the other party an original of the signed copy 
of the Agreement which was so faxed or emailed. 

7.10 No Set Off, etc. 

The Borrower reaffirms that the Financing Agreements remain in full force and effect as 
amended hereby and acknowledges and agrees that there is no defence, set off or counterclaim of 
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any kind, nature or description to its obligations arising under the Financing Agreements as a 
result of the execution of this Agreement or otherwise. 

7.11 Independent Legal Advice, etc. 

The Borrower acknowledges and declares that: (a) it has had an adequate opportunity to 
read and consider this Agreement and to obtain such advice in regard to it as it considers 
advisable, including, without limitation, independent legal advice; (b) it fully understands the 
nature and effect of this Agreement; and (c) this Agreement has been duly executed voluntarily. 

[The remainder of this page is intentionally left blank.]
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SCHEDULE “A” 
THE “CREDIT AGREEMENT” 

With respect to J.D. Craig Holdings Inc.: 

Letter Agreement dated October 29, 2015 (as the same may have been further amended, 
replaced, restated or supplemented from time to time) (the “J.D. Craig Loan 
Agreement”).  

Promissory Note dated September 15, 2017. 

With respect to DUM Holdings Inc.: 

Offer to Finance dated June 1, 2014, as amended pursuant to an Amendment Agreement 
dated July 27, 2017 (as the same may have been further amended, replaced, restated or 
supplemented from time to time). 

552



SCHEDULE “B” 
THE “SECURITY” 

With respect to J.D. Craig Holdings Inc.: 

General Security Agreement granted by Digital Underground Media Inc. in favour of J.D. 
Craig Holdings Inc. dated October 29, 2015. 

General Security Agreement granted by Digital Underground Media Inc. in favour of J.D. 
Craig Holdings Inc. dated September 15, 2017. 

With respect to DUM Holdings Inc.: 

General Security Agreement granted by Digital Underground Media Inc. in favour of 
DUM Holdings Inc., as provided for in Section 8 of the Offer to Finance dated June 1, 
2014, as amended pursuant to an Amendment Agreement dated July 27, 2017 (as the 
same may have been further amended, replaced, restated or supplemented from time to 
time).
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RESOLUTIONS OF THE DIRECTORS 
OF 

DIGITAL UNDERGROUND MEDIA INC. 
(the “Corporation”) 

Disclosure of Interest: Drew Craig hereby discloses that he is a director or officer of, or has a 
material interest in, a person which is or was party to a material contract or transaction with the 
Corporation in connection with certain matters being approved by these resolutions (the 
“Conflicted Resolutions”), and has requested to have entered into these resolutions the 
disclosure of these interests. Drew Craig to the extent conflicted by the Conflicted Resolutions, 
therefore abstains from voting in respect of such Conflicted Resolutions and in respect thereof 
has executed this instrument solely for the sake of completeness. 

Loan Agreement 

A. J.D. Craig Holdings Inc. (“JD Craig”) has agreed to lend the aggregate sum of 
$2,281,133.61, which sum includes a $69,000 commitment fee, to the Corporation upon 
the terms and subject to the conditions set out in that certain loan agreement dated the 
___ day of ________, 2015 (as amended, restated or supplemented from time to time, the 
“Loan Agreement”).   

B. Pursuant to the provisions of the Loan Agreement the Corporation is required to execute 
and deliver a general security agreement and to enter into such documents, instruments 
and make such filings and registrations in favour of JD Craig to grant JD Craig a first 
ranking security interest in the assets of the Corporation (collectively, the “Security 
Documents”). 

C. The loan will constitute the Windsor Take Out Loans provided for in Section 4.2 of the 
Company’s Unanimous Shareholders’ Agreement (the “USA”) dated July 27, 2015, and 
upon completion of the transactions contemplated in the Loan Agreement the Funded 
Debt (as such term is defined in the USA) owing by the Corporation to Windsor Private 
Capital Inc. will be fully repaid and JD Craig will be the senior secured creditor of the 
Company.   
 

D. In accordance with the by-laws of the Corporation, the Corporation is authorized to 
borrow money upon the credit of the Corporation and to charge, mortgage, hypothecate, 
pledge, assign or otherwise create a security interest in its property and assets to secure its 
debt obligations. 

E. The execution and delivery of the Security Documents are conditions precedent to JD 
Craig making the loan available under the Loan Agreement. 

BE IT RESOLVED THAT: 

1. The Corporation is authorized to borrow from JD Craig on the terms and conditions set 
out in the Loan Agreement and the execution, delivery and performance by the 
Corporation of the Loan Agreement is hereby authorized, ratified and approved. 
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2. The execution, delivery and performance of the Security Documents as continuing 
security for the due payment and performance of all present and future debts, obligations 
and liabilities of the Corporation to JD Craig is hereby authorized, ratified and approved. 

3. Any director or officer of the Corporation is authorized and directed, for and on behalf of 
the Corporation, to negotiate, finalize, execute and deliver the Loan Agreement and the 
Security Documents with any additions, deletions or other changes that he may approve, 
that approval to be conclusively evidenced by his or her execution and delivery of the 
Loan Agreement and Security Documents. 

4. Any director or officer of the Corporation is authorized and directed to take all such 
actions and to execute all such documents, instruments and agreements with any 
additions, deletions or other changes that he or she may approve, that approval to be 
conclusively evidenced by his execution and delivery of those documents, instruments 
and agreements, and to perform and to do all acts or things as, in his sole discretion, as he 
deems necessary or desirable in order to complete the transactions contemplated by these 
Resolutions. 

5. These Resolutions may be executed in counterparts and will be effective whether 
executed in original ink, by facsimile or in electronic PDF format.  

[Signature page follows]
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These resolutions are consented to by all of the directors of the Corporation, pursuant to 
Section 129 of the Business Corporations Act (Ontario), as evidenced by the signatures below. 

DATED as of the _____ day of ________________, 2015. 

 

  _________________________________ 
OSWALD KENNETH BICKNELL 

 

  _________________________________ 
DREW CRAIG 

 

  _________________________________ 
GAVIN, OWSTON 

 

  _________________________________ 
DAVID, RIGBY 
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ACKNOWLEDGEMENT 

BY A SUPERMAJORITY OF THE SHAREHOLDERS OF 

DIGITAL UNDERGROUND MEDIA INC. 

The undersigned shareholders of the Corporation holding an aggregate Shareholder 
Proportionate Interest of at least 662/3% of the issued and outstanding shares of the Corporation 
hereby authorize, ratify and approve the resolutions to which this Acknowledgment is a part, and 
do hereby consent to the Corporation’s execution, delivery and performance of the Loan 
Agreement and the Security Documents notwithstanding the terms of the Loan Agreement are 
not identical to the terms of the Windsor Take Out Loans provided for in Section 4.2 of the 
Company’s Unanimous Shareholders’ Agreement (the “USA”) dated July 27, 2015, and to the 
extent of any such inconsistency Section 4.2 of the USA is amended to reflect the terms and 
conditions of the Loan Agreement mutatis mutandis.   

All capitalized terms unless otherwise defined have the meaning ascribed to such terms in the 
USA. 

This Acknowledgement may be executed in counterparts and will be effective whether executed 
in original ink, by facsimile or in electronic PDF format.  

IN WITNESS WHEREOF the undersigned shareholders have executed this Acknowledgment 
on the ____ day of ____________, 2015.  

 

 
FORWARD DIMENSION CAPITAL 1 LLP 

  By:  
   Name:   
   Title:   
 

 

 
DUM HOLDINGS INC. 

  By:  
   Name:   
   Title:   
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THE BICKNELL FAMILY TRUST 

  By:  
   Name:   
   Title:   
 

 

 
JD CRAIG HOLDINGS INC. 

  By:  
   Name:   
   Title:   
 
 
   

Witness Drew Craig 
 

   

Witness Kenneth Bicknell 
 

   

Witness Michael Laitinen 
 

TOR_LAW\ 8811902\2  
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DIGITAL UNDERGROUND MEDIA INC.

DIRECTOR’S RESOLUTION

WHEREAS, on September 21, 2017, Digital Underground Media Inc. (the 
“Corporation”) filed a Notice of Intention to Make a Proposal (“NOI”) under section 50.4 of 
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), and MNP 
LTD. was named as the proposal trustee under the NOI (in such capacity, the “Trustee”);

AND WHEREAS the Corporation desires to make a proposal to its creditors generally 
pursuant to the BIA;

NOW THEREFORE BE IT RESOLVED THAT: 

1. the Corporation be and is hereby authorized to make a proposal to its creditors 
substantially in the form presented to the directors of the Corporation (the “Proposal”) 
pursuant section 50(1) of the BIA.  

2. The Corporation is hereby authorized to lodge a copy of the Proposal in writing with the 
Trustee, to do all such acts and things as the Trustee may deem appropriate and as 
required by the BIA in connection with the Proposal; and

3. Drew Craig, the Secretary of the Corporation, is hereby authorized and directed to do, 
sign, execute and deliver, whether under the corporate seal of the Corporation or 
otherwise, the Proposal and all deeds, agreements, documents and things necessary or 
desirable in his sole discretion to give effect to the foregoing and to the Proposal.

The undersigned, being all of the directors of the Corporation, hereby make the foregoing 
resolutions pursuant to the provisions of the Business Corporations Act (Ontario).

DATED the 22nd day of September, 2017.

Name: Drew Craig Name: Oswald Kenneth Bicknell

30474672.1
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DIGITAL UNDERGROUND MEDIA INC.

DIRECTOR’S RESOLUTION

WHEREAS, on September 21, 2017, Digital Underground Media Inc. (the 
“Corporation”) filed a Notice of Intention to Make a Proposal (“NOI”) under section 50.4 of 
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”), and MNP 
LTD. was named as the proposal trustee under the NOI (in such capacity, the “Trustee”);

AND WHEREAS the Corporation desires to make a proposal to its creditors generally 
pursuant to the BIA;

NOW THEREFORE BE IT RESOLVED THAT:

1. the Corporation be and is hereby authorized to make a proposal to its creditors 
substantially in the form presented to the directors of the Corporation (the “Proposal”) 
pursuant section 50(1) of the BIA.

2. The Corporation is hereby authorized to lodge a copy of the Proposal in writing with the 
Trustee, to do all such acts and things as the Trustee may deem appropriate and as 
required by the BIA in connection with the Proposal; and

3. Drew Craig, the Secretary of the Corporation, is hereby authorized and directed to do, 
sign, execute and deliver, whether under the corporate seal of the Corporation or 
otherwise, the Proposal and all deeds, agreements, documents and things necessary or 
desirable in his sole discretion to give effect to the foregoing and to the Proposal.

The undersigned, being all of the directors of the Corporation, hereby make the foregoing 
resolutions pursuant to the provisions of the Business Corporations Act (Ontario).

DATED the 22nd day of September, 2017.

Name: Drew Craig Name: Oswald Kenneth Bicknell
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IN THE MATTER OF THE BANKRUPTCY AND INSOLVENCY ACT, 
R.S.C., 1985, c. B-3, AS AMENDED 
AND IN THE MATTER OF THE PROPOSAL OF DIGITAL UNDERGROUND  
MEDIA INC a company incorporated pursuant to the laws of the Province of Ontario, with a 
head office in the City of Vancouver, in the Province of British Columbia 

 

Court File No.:  31-2295766 

 ONTARIO 
SUPERIOR COURT OF JUSTICE  

(IN BANKRUPTCY AND INSOLVENCY) 
Proceeding commenced at Toronto 

 RESPONDING APPLICATION RECORD  
OF FORWARD DIMENSION CAPITAL 1 LLP 

(returnable November 14, 2017) 
  

GOODMANS LLP 
Barristers & Solicitors 
333 Bay Street, Suite 3400 
Toronto, Canada  M5H 2S7 

Jason Wadden    LSUC#: 46757M 
jwadden@goodmans.ca 
 
Christopher Armstrong  LSUC#: 55148B 
carmstrong@goodmans.ca 
 
Tel:  (416) 979-2211 
Fax: (416) 979-1234 
 
Lawyers for Forward Dimension Capital 1 LLP 
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