
































































































































Appendix "G"



I+I Innovation, Science and Innovation, Sciences et
Economic Development Canada Developpement économique Canada
Office ct tie Supenntendant B’xeau du surnteitant
ef Bankruptcy Can& des faflites Canala

District of ONTARIO
Division No. 09 - Toronto
Court No. 31-2237153
Estate No. 31-2237153

EN THE MATTER OF DIVISION 1 PROPOSAL OF
MASTERFILE CORPORATION

MINUTES OF THE FIRST MEETING OF CREDITORS

April 25, 2017, (10:00AM)
MNP
300-Ill Richmond Street W
Toronto, Ontario

ATTENDANCE

Chairperson: Mike Cacciavillani,
Office of the Superintendent of Bankruptcy

Licensed Insolvency
Trustee (LIT): Sheldon Title

MNP Ltd
Debtor’s Counsel: Frank Spizzirri
Officers of the
Corporation: Geoff Cannon, Steve Pigeon, Dan Pollack
Secretary: Yana Evason,

Office of the Superintendent of Bankruptcy

The attendance is recorded as per the attached list.

CALL TO ORDER

The Chair called the meeting legally constituted and called the meeting to order at 10:00
am.

OUORUM

Mike Cacciavillani acted as Chair for the meeting of creditors.

The Chair determined that a quorum was established and that the meeting could proceed.

Protecting the Protéger iintdgfltd

fl]C atern
OSB’BSF



The Chair explained that the purpose of the meeting was to:

a. Hear the Trustee’s Report;
b. Hear the OR’s Report;

c. Have a Question/Discussion period;
d. Vote on the Proposal

e. Appoint Inspectors; and
f. Give directions to the Trustee.

The authority to chair the meeting can be found in section 51(1) (3) of the BIA. The
Chair stated that any decisions made by the Chair during the meeting can be appealed by
the Creditors to the Court.

Statutory documents such as Claims Register, Voting Register, Voting Letters, Proxies
and Proofs of Claim were available for viewing following the meeting.

TRUSTEE’S REPORT

Mr. Title was given the floor to present the Report of Trustee on Proposal. Mr. Title
provided salient terms of the proposal. Mr. Title reported that under the Proposal, the
Debtor shall pay to the Trustee the sum of $800,000 in minimum quarterly installments
of $40,000 commencing within 90 days of the Implementation Date, in respect of
Masterfile Corporations preferred and unsecured creditors. Immediately after the making
of the Approval Order, the Debtor shall pay to the Trustee the funds required to satisfy
payment of the Employee Claims. Within six months after the making of the Approval
Order, the Debtor shall advance to the Trustee the funds required to satisfy payment of
the Source Deduction Creditors.

The Trustee invited the founder and the president of Masterfile Corporation, Mr. Steven
Pigeon, to give a brief overview of how the company got to the current financial
situation. Before Mr. Pigeon had an opportunity to present, Mr. Mahovlich. one of the
creditors, asked a question: “How many people are required to vote to have a quorum?”
The quorum was established in the beginning with more than one creditor present in the
room. A considerable discussion surrounding establishment of a quorum and voting
procedures under the proposal followed. Additional explanation was provided by the
Trustee and the Debtor’s Legal Counsel on voting procedures for the proposal.

Following this discussion Mr. Pigeon resumed his presentation and gave a brief overview
of how Masterfile got to its current financial situation. Furthermore, Mr. Pigeon
explained to the creditors the details of his action plan to stabilize the business and get the
company back to a financially healthy position.

Mr. Pigeons presentation was followed by a brief question period.
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OR’S REPORT

There was no examination conducted by the OR.

GENERAL DISCUSSION/OUESTIONS

Q. I: “Last year your company was paying rent in the amount of S30,000 per month. Are
you planning on cutting down on the cost of rent? Is there opportunity for the Debtor to
get out of the lease?”

A by (Mr. Pigeon):” At the present moment we are still renting the same space and are
currently paying S38,000 per month in rent.’

The Trustee interjected with the explanation that until the filing of the proposal, the
debtor had the opportunity to extricate itself from its current lease. However, the debtor
made a decision to keep the current lease. There is still opportunity for the Debtor to
renegotiate the terms of the lease with the landlord.

Q.2: “So, you are paying $38,000 per month in rent and yet you are allocating $40,000 to
creditors quarterly?”

A by (Mr. Pigeon): “Yes. We decided to stay with the current landlord until we can figure
out how to move the computer room cost effectively.”

Q.3: “Will you resume paying royalties after the proposal is accepted?”

A by (Mr. Pigeon):”Yes. Royalty payments will resume. I understand that if the company
starts defaulting on its payment obligations under the Proposal and stop making payments
on royalties, the photographers can terminate their contracts”.

Furthermore, Mr. Pigeon slated he believed Masterfile could meet its payment
obligations under the Proposal given that it could also rely on additional cash flow
generated by its subsidiary company, Artist Defense. Artist Defense is in the business of
legally pursuing copyright infringements and that business is rapidly growing. As Artist
Defense grows, the administration costs of Masterfile will decrease as these companies
will share the administration costs. If Artist Defense becomes more profitable it may
enable Masterfile to remit the Proposal payments in a shorter time period than proposed.
Artist Defense pays royalties to Masterfile and Masterfile in return will pay royalties to
the artists.

Upon questioning, an Officer of the Corporation also advised that it had stress tested the
assumptions used in developing its cash flow projections, particularly as it relates to
Artist Defense. Masterfile is of the view that it can meet its proposal obligations even if
the assumptions concerning Artist Defense’s ability to absorb a portion of the Debtor’s
overheads are significantly overstated.
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Q.4: ‘So, if Artist Defense grows and becomes more profitable, does it mean you will
give up on Masterfile?”

A by (Mr. Pigeon): “No. I was the one who started the business and I will not give up on
44 years of hard work I have put into it”.

The Trustee also noted that Masterfile owns 100% of Artist Defense and that if Masterlile
is deemed bankrupt the shares of Artist Defense would fall in the hands of the Trustee.

Q.5: “Just to clarify, if Masterfile fails, will Artist Defense fail as well?”

A by the Debtor’s Legal Counsel: “No. MaSterfile and Artist Defense are two separate
legal entities”.

Q.6: “Are there any provisions in the proposal that obliges Masterlile to expedite its
proposal payments?”

The Debtor’s Legal Counsel and the Trustee further explained to the creditors that there
is nothing in the proposal that obliges the debtor to expedite payment to its creditors.
However, it is in the company’s best interests to pay off the creditors and complete the
proposal as quickly as possible so that the company can get its Certificate of Full
Performance.

Q.7: “Can we get a copy of our digital files?”

Steve Pigeon advised that Masterfile can provide contributors with digital copies of their
images. However, if they provide the contributors with their digital images, Masterfile
will require them to commit to a longer contract period as the process to provide these
images will take time and cost the company money. He requested that those who wanted
copies of their images can contact Masterfile to discuss further.

Q.8: “If proposal is passed and the company sheds its debt and then the company is sold,
will the new owner still be bound by the terms of the Proposal?”

A by the Debtor’s Legal Counsel: “Yes. The new owner will be bound by the terms of the
Proposal”.

A former Masterfile executive interjected and brought to everyone’s attention that an
important part of the equation of pushing files from Masterfile to Artist Defense was
having a reliable monitoring service. Lack of reliable monitoring service puts Masteruile
in a vulnerable situation. He stated that Masterlile had issues with some monitoring
services in the past and if the monitoring companies became unhappy then they may not
be open to deals
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In return, Mr. Pigeon stated that Masterfile is planning to address this issue by getting on
board with three different providers of monitoring services. This approach is more cost
efficient as opposed to building an in-house monitoring service with limited financial
resources available at hand.

For most of the last 10 years, Masterfile had one monitoring service that was eventually
sold to Getty Images and upon being sold; the rules of the monitoring service were
changed. He stated that as of February, 2017, MasterFile had three monitoring services,
one being Tineye, who is a creditor. He advised that they can’t pay a creditor in favour of
other creditors and they believe that they are capable of going forward with them.
However, they still have two other monitoring services and are in talks with a fourth
monitoring service. He stated that other monitoring services are only paid for successful
claims and are paid 15-20% after legal fees are taken off. Tineye is paid per image
regardless of whether they are successful.

The Chair addressed meeting participants that were on the phone to see if they had any
questions. No further questions were asked.

The Chair has moved on with vote on the proposal.

PROPOSAL - VOTING

The Chair provided the results of the votes as per the Voting Summary Sheet. There had
been 105 submitted with 102 who voted in favour and 3 who voted against the Proposal.
The Trustee and the Debtor’s Legal Counsel further explained voting procedure by voting
letters as the creditors did not seem to have sufficient understanding of notion of voting
by voting letters. One of the creditors enquired whether he would be able to sue for
anything that transpired before April 5, 2017 if the Proposal is accepted. The Debtor’s
Legal Counsel advised that it would not be an option.

The Chair asked creditors to identify themselves and declare the amounts of their claims.
One of the creditors, Mike Mahovlich, declared his name and the amount of his claim.
This was followed by an objection from another creditor who said that creditors should
not be singled out and that the voting should be done anonymously. The Chair stipulated
that if anyone wants to submit their vote in private they can do so on a piece of paper.
Another creditor interjected and said that he would like to see the list of creditors who
voted in favour of proposal by voting letters prior to the meeting. The Chair specified that
the Voting Summary is available for a review by all the creditors. Then the Chair asked
anyone who wished to vote in favour of the Proposal to raise their hand. One creditor
(Peter Reali) voted in favour of the Proposal.

The Chair went on to announce the results of the vote. There were a total of 108 creditor
votes submitted. One hundred and four (104) creditors voted in favour of the Proposal
with claims totaling $1,714,227.04, ($l,714,227.041$1,9l0,129.09) or 89.8%. Four (4)
creditors voted against the Proposal with claims totaling $195,902.05.
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The Chair was reminded during the inspector’s nomination process that a formal motion
to accept the proposal was required. The Chair acknowledged that the motion was
required, and corrected the situation.

It was moved by Brent Garnett and seconded by Andrew Judd to accept the proposal.

The majority of the creditors in numbers with claims valued at 89.8% of the total debt
voted in favour of the Proposal filed on April 05, 2017. The motion to accept the proposal
carried.

APPOINTMENT OF INSPECTORS

The Chair requested nominations for inspectors. The Chair talked about the role of the
inspectors. He pointed out that a creditor who is taking a legal action against the estate
cannot be appointed as an inspector. Mike Malhovich put his name forward for a role of
an inspector. There were no other nominations for inspectors.

This was followed by a creditor’s question asking clarifications as to the role of an
inspector. Trustee went on to explain that usually inspectors oversee administration of the
Proposal and have an opportunity to review and comment on the administration of the
Proposal. Inspectors act as a Board on behalf of the creditors and represent their interests.

A formal motion to accept Mike Mahovlich as the inspector was moved by Nancy Dunn,
Jerzyworks and was seconded by Peter Reali. There were no objections to this motion.
Motion carried.

After this clarification, the Chair asked if there were any final comments. No comments
were put forward.

ESTATE BOND

The Chair did not request the Trustee to obtain an estate bond based on the terms of the
Proposal.

DIRECTIONS TO THE TRUSTEE

No directions were given to the Trustee at this meeting.
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CREDITOR OBJECTIONS

One creditor objected the fact that the breakdown of the vote would not be published on
MNP’s webstite. Trustee went on to explain that its typically done in the way where the
votes are not published on the website but are available for a review by any of the
creditors. Trustee also added that the minutes of the meeting will reflect on how the votes
are tallied. There were no further objections.

ADJOURNMENT of MEETING

A motion to adjourn the meeting was moved by David Steele, Wintech Air Systems Inc.
and seconded by Graham French, Graham French Photography. The meeting was
adjourned at 11:30AM.

:‘ 2 6 Date: May 15, 2017
Vfike C’cciavillani
Chairperson / Official Receiver
OFFICE OF THE SUPERINTENDENT OF BANKRUPTCY

End.: Attendance List
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