
1  

 
 

 
 

APPRECIATED MEDIA HOLDINGS INC. 

(formerly The Wonderfilm Media Corporation) 

MANAGEMENT DISCUSSION AND ANALYSIS 

FOR THE YEARS ENDED JUNE 30, 2020 AND 2019 

 
 

This management’s discussion and analysis (“MD&A”) presents an analysis of the financial position of Appreciated 

Media Holdings Inc. (the “Company” or “Appreciated”) for the years ended June 30, 2020 and 2019. The following 

information should be read in conjunction with the audited consolidated financial statements for the year ended June 

30, 2020 and 2019, including the notes contained therein (collectively the “financial statements”). These financial 

statements are presented in Canadian currency and were prepared in accordance with accounting policies consistent 

with International Financial Reporting Standards (“IFRS”) appropriate in the circumstances. 

 

Date of Report 

 

This MD&A is dated February 17, 2021. 

 

Explanatory Note 

 

This MD&A for the year ended June 30, 2020 and 2019, has been prepared to assist readers in understanding the 

financial performance of the Company. 

 

Forward Looking Statements 

 

The information set forth in this MD&A contains statements concerning future results, future performance, intentions, 

objectives, plans and expectations that are, or may be deemed to be, forward-looking statements. These statements 

concerning possible or assumed future results of operations of the Company are preceded by, followed by or include 

the words ‘believes’, ‘expects’, ‘anticipates’, ‘estimates’, ‘intends’, ‘plans’, ‘forecasts’, or similar expressions. 

Forward-looking statements are not guarantees of future performance. These forward-looking statements are based on 

current expectations that involve numerous risks and uncertainties, including, but not limited to, those identified in 

the “Risks Factors” section. Assumptions relating to the foregoing involve judgments with respect to, among other 

things, future economic, competitive and market conditions and future business decisions, all of which are difficult or 

impossible to predict accurately and many of which underlying the forward-looking statements are reasonable, any of 

the assumptions could prove inaccurate. These factors should be considered carefully, and readers should not place 

undue reliance on forward-looking statements. Unless required by securities legislation, the Company has no intention 

and undertakes no obligation to update or revise any forward-looking statements, whether written or oral, that may be 

made by or on the Company’s behalf. 
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OVERALL PERFORMANCE 

 
The company appointed a new Board of Directors (the “Board) in December 2020 to conduct a strategic review of all 

aspects of its management, financial performance, assets, internal controls and direction. The appointments included 

a CEO who previously held the position of MD, 21st Century Fox, a turnaround specialist and two further directors 

with almost 60 years’ experience in the industry. Total income for the year to 30 June 2020 was zero with a net loss 

of $4,718,102 attributable to shareholders of the Company. Despite the onset of the effects of the COVID-19 pandemic 

the company failed to derive any upside from the increased viewership on streaming platforms.  As part of its review 

the Board has formed the opinion that there is little chance of any future revenues from the company’s investments 

without significant expenditure meaning little if any return to shareholders even in the long term. Having secured 

funding to settle legacy liabilities the Board have entered negotiations with all third-party creditors to settle amounts 

owed in a solvent fashion. The current Board, having secured funding into the foreseeable future have ensured the 

company averted an insolvency event by ensuring the company’s Balance Sheet is returned to stability.   

 

Appreciated has now seeded growth opportunities to contribute to the success of the company in the years ahead and 

is looking to add incremental revenue generating projects to fuel further growth, including expansion into supplying 

the lucrative streaming market where Appreciated Media Holdings Inc. does not yet have a large footprint. 

 
 

MARKETS 

 

The industry offers attractive possibilities for foreign investors, both large and small, and provides film production 

and related tax incentives. 

Across all creative content sectors, there are opportunities for investment and growth: both in partnerships, production 

and tax discounts in many U.S. states and the creation of TV formats and content for streaming. With the shift from 

film toward digital production and distribution, foreign firms are seeking out U.S. digital and animation expertise in 

all new formats. Drawing on formidable strengths, the U.S. film industry has a proven ability to produce blockbuster 

movies that generate hundreds of millions of dollars, including revenues from distribution across strong domestic and 

international networks. Success in the industry is based on creativity and financing, and the industry is largely self- 

regulated. 

 

While Hollywood still produces impressive theatrical blockbusters, major funding is more difficult to come by, and 

the industry is simultaneously moving to many different formats as consumers no longer rush to the cinema to see a 

movie. Consumers can now watch films streamed to multiple devices at anytime and anywhere in the world. Many of 

the leading motion picture studios are part of larger media conglomerates that include television, video and streaming 

services, music services, newspaper, cable, and magazines and many of these are now content accessed online 

 

Consumers are accessing content on‐demand across multiple platforms. The Canadian government requires 60 percent 

of televised content to be Canadian, and Canadian broadcasters have to spend 30 percent of their revenues on Canadian 

programs. Netflix is expanding rapidly and faces competition from Canadian cable company competitors like and 

CraveTV and the rental kiosk company Digiboo is establishing itself in the Canadian market, signaling growth 

opportunities both for digital content and physical rentals. Canadians are increasingly choosing TV series over feature 

films, and movies are more often viewed on TV rather than at the theaters. 

 

Hollywood represents the iconic filmed entertainment industry, and while the U.S. marketplace remains the most 

valuable for production and consumption from a revenue perspective, film sectors and creative communities are 

thriving around the world. Both film and television are moving towards new digital models of consumption and 

distribution, and video has become a cheaper alternative to production while streaming services have overtaken 

traditional modes of accessing and viewing movies and TV shows. Movie theatres have to offer complementary 

services to compete with digital devices, free (including pirated) content and consumer’s desire to access content 24/7(1).  

 

 

(1) Pricewaterhouse Coopers, “Global media and entertainment outlook,” http://www.pwcmediaoutlook.com/dataexplorer
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SELECTED ANNUAL INFORMATION 

The following financial data, which has been prepared in accordance with International Financial Reporting Standards, 

is derived from the audited consolidated financial statements for the years ended June 30, 2020, 2019 and 2018. 

     

  

Year ended Year ended Year ended 

June 30, 2020 
June 30, 2019 

June 30, 2018 
Restated 

(audited) (audited) (audited) 

Total Revenue   - 6,757,676 11,863,344 

Total Cost of sales   - 7,107,420 11,509,959 

Operating expenses         

Advertising and Promotion   1,120,459 1,474,876                          - 

Amortization & Depreciation   53,307 711,619 948,825 

Bad debt   - 125,118 29,406 

Listing cost   - - 1,019,417 

Management fees   122,500 152,500 41,971 

Office and travel   514,076 479,355 443,538 

Professional fees   1,039,313 723,353 335,723 

Share-based compensation   102,974 503,218 - 

Other Expenses         

Foreign Exchange adjustment   (85,810) 5,410 5,989 

Gain on settlement of debt   (30,000) - - 

Transaction Costs   385,000 -                          - 

Loss on Acquisitions   400,874 5,225,998 - 

Impairment of right of use asset  71,102 - - 

Impairment of movie production royalty rights   269,498 2,134,855 - 

Impairment of deferred development costs   - 846,774 - 

Financing Costs   354,359 28,408 - 

Loss on Loans Receivable   618,216 - - 

          

Net loss   4,935,868 12,761,228 2,471,484 

Comprehensive Loss   4,933,635 12,761,228 2,471,484 

Net loss attributable to Parent   4,718,102 12,761,228 2,471,484 

Comprehensive loss attributable to Parent   4,716,983 12,761,228 2,471,484 

Net loss per share (basic and diluted)   ($0.10) ($0.42) ($0.24) 

          

Total assets   509,725 2,563,560 4,913,728 

Total liabilities   4,505,885 3,150,088 1,193,377 

Minority shareholders’ interest in subsidiary   (216,652) - - 

Shareholders’ equity / (deficit)    (3,996,160) (586,528) 3,720,351 

 

In fiscal year ended June 30, 2020, Appreciated maintained public company marketing activities and movie production 

and business development activities with a view to increasing revenues in the coming year. Also, the Company 
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acquired a 50.1% joint venture interest in Appreciated Global Media Limited, for the purpose of marketing and 

distributing content internationally. 

 

DISCUSSION OF OPERATIONS 

 

Revenue 

 
Production and distribution services revenue totaled nil for the year ended June 30, 2020 compared to $6,757,676 in 

the year ended June 30, 2019. No revenue is forecast post year end as the pipeline of movies in production is zero. 

Management’s sole focus is affecting a solvent restructuring of the company which they expect to be able to achieve 

with the assistance of the company’s lenders. 

 
Production service revenue relates to executive producer fees. These are fees for service type contracts that generally 

involve an upfront non-refundable cash payment prior to and during the filming process with the final smaller cash 

payment once the project has completed post-production and final product has been delivered, typically six to eighteen 

months after filming. There are no production consulting service contracts in the year and no income from this source 

is forecast in either the short or medium term. 

 
Cost of Sales 

 

Cost of sales decreased from $7,107,420 to nil for the years ended June 30, 2019 to June 30, 2020 respectively. The 

decrease was as a result of the prior year change in sales activity from trading of movie rights to mostly production 

and distribution services. Given the absence of movies in production no charge is recognized in the year. 

 

Advertising and Promotion 
 

Advertising and Promotion is $1,120,459 for the year ended June 30, 2020 compared to $1,474,876 for the year ended 

June 30, 2019. The decrease in activity related to management scaling down advertising and promotion opportunities 

with outside firms and consultants due to the impact if COVID-19. 

 

Management Fees 
 

Management fees decreased to $122,500 for the year ended June 30, 2020 from $152,500 for the year ended June 30, 

2019. The decrease related to the restructuring of the management team during the current year.  

 

Professional fees 
 

Professional fees increased to $1,039,313 for the year ended June 30, 2020 from $723,353 for the year ended June 30, 

2019. The increase was due to increased operational, investor relations and promotional activity over the prior year 

which included additional fees expended in developing international distribution channels. 

 

Amortization & Depreciation expense 
 

Amortization expense decreased to $53,307 for the year ended June 30, 2020 from $711,619 for the year ended June 

30, 2019. The decrease was as a result of percentage-based amortization of the movie production royalty asset in 

2019 and amortization of production and office equipment and depreciation of assets acquired in 2020.  

Travel and office expenses 

 Year ended 

June 30, 2020 
(Audited) 

Year ended 

June 30, 2019 
(Audited) 

Rent, bank fees and office expenses $       410,321 $ 270,469 

Travel 103,755 208,886 

 
Total 

 
$       514,076 

 
$ 479,355 

 

Rent and office expenses increased to $410,321 for the year ended June 30, 2020 from $270,469 for the year ended 

June 30, 2019. The increase was mainly associated costs of operating out of two locations in Vancouver, BC and 

Beverly Hills, CA This was offset with scaled-down travel expenses related to decreased operational activity of 

financing and production packaging and distribution of films. 
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Impairment expense 
 

The Company recorded an impairment loss of $269,498 compared with $2,134,855 in the prior year on its movie 
production royalty asset as a result of lower than expected revenue inflows from the movie library. Management now 
forecasts no income from the movie library and the charge of $269,498 represents a write down to a carrying value of 
$1.  

 

Loss on acquisition 
 

The Company incurred losses on acquisitions of Agatha Media Corp. (“Agatha”) and Cypress Entertainment Corp. 

(“Cypress”) totaling $5,225,998 during the 2019 financial year compared with $nil in the 2020 financial year. The 

loss was a result of the fair value assessed on the identified assets of Agatha and Cypress compared to the value of the 

common shares that were issued. 

 

Share based Compensation 

The expense of $102,974 is related to stock based compensation on options granted in the year ended 30 June 2020. 

On April 8, 2019, the Company issued 3,290,000 compensation shares in connection with a joint venture agreement 

with Impossible Dream Entertainment Inc. (“IDE”). Of these shares, 1,020,000 shares vested immediately with the 

remainder released based on a performance-based escrow. The escrow is released based on a formula of one common 

share for each $0.60 of revenue of the Company derived from the joint venture project. As at June 30, 2019, the 

Company recorded share-based payments of $129,767 under the assumption that there is 75% probability the 

2,270,000 compensation shares will be released. Management are of the opinion that given the current outlook it is 

now prudent to assume that no performance shares will be issued. During the year ended June 30, 2019, the Company 

recorded total stock-based compensation of $503,218. 

 

Transaction Costs  

In March 2020 the Company entered an agreement to acquire certain assets in May 2020 from a company controlled 

by the newly appointed CEO in return for 4.25m common shares. The CEO resigned on 9 December 2020 when 

425,000 shares remained outstanding. In connection with the CEO’s departure, the Company agreed to return the 

assets acquired by the Company in May 2020. The CEO agreed to (i) surrender for cancellation 425,000 common 

shares in the capital of the Company and 200,000 stock options, (ii) forgive and release approximately $1,000,000 

owed by the Company to him and (iii) assist and guarantee the repayment of $150,000 owing by the Company to its 

principal creditor, Amcomri GP BVI Limited. The $385,000 charge represents the transaction cost to the Company. 

 

Loss on Acquisitions 

The Company entered a joint venture arrangement incorporating Appreciated Global Sales Limited (“AGSL”) which 

was to promote and sell the Company’s output internationally. The Company owns 50.1% of AGSL however has 

failed to deliver any content to its subsidiary to date. Details of the consideration paid and the assets and liabilities of 

assumed are as follows: 

 

 

Consideration paid:   

Fair value of shares issued (2,000,000 at $0.195 per share)  $  390,000 

Fair value of contingent shares(i)   - 

Total consideration paid  390,000 

Less: Value of net asset acquired: 
  

Receivables  248,625 

Accounts payable  (11,036) 

Deferred revenue  (248,463) 

Net liabilities assumed  (10,874) 

Loss on acquisition  $  400,874 
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Restatement 

During the year ended June 30, 2020, an error was found in the June 30, 2019 financial statements whereby a secured 

loan in respect of “10 Double Zero” was entered into prior to the year end. The accounts were restated to incorporate 

the effect on the income statement for the year ended 30 June 2019.  

 

Financing Costs 

(i) The Company leases certain assets under lease agreements.  The lease liabilities consist of leases of two 

office spaces with lease terms of three years. The leases are calculated using an incremental borrowing rate 

of 12% per annum. 

(ii) On September 9, 2019, the Company converted $1,000,000 in related party payables to convertible 

debentures. The convertible debentures mature three years from the date of issuance, bear interest at 8% per 

annum, payable quarterly and can be converted into common shares of the Company at a price of $0.17 per 

share at the option of the holder.   

The initial liability component of the convertible debentures was calculated at the present value of the 

debentures at a rate of 20%, representing the interest rate that would have been charged for a nonconvertible 

debenture. The equity component was measured based on the residual value of the instrument taken as a 

whole after deducting the amount determined separately for the liability component. 

The Company estimates 20% to be the market interest rate for a similar debt instrument without a conversion 

option of these convertible debentures and applied this rate to obtain the fair value of $734,102 on the 

convertible debentures at inception. The Company applied the residual method to record the fair value of the 

conversion option of $265,898 to the Company’s equity reserve. 

(iii) On May 2, 2019, the Company received a loan for the production of 10 Double Zero in the amount of 

$336,500 (USD 250,000) with a one-time convenience fee of $67,300 (USD 50,000) due on maturity. The 

Company also agreed to pay all of the lender’s legal costs associated with the loan agreement. The loan has 

a maturity date of September 6, 2019, has a first ranking security interest on all of the Company’s assets, 

bears no interest until maturity and bears interest at a rate of 1.875% compounding monthly after maturity.  

On April 9, 2020, the Company entered into a forbearance agreement with the lender whereby, the lender 

agreed to not exercise its rights to security under the loan agreement until August 15, 2020. Under the 

forbearance agreement, the Company agreed to pay an additional $15,000 forbearance fee in addition to the 

principal and accrued interest. As of the date of these financial statements, the loan is past due. 

 

Loss on Loans Receivable 

(i) During the year ended June 30, 2020 the Company, provided production loans of $114,291 (2019 - $336,500) 

to the film 10 Double Zero. At June 30, 2020, the Company recorded a full write down of $450,791 on the 

loans as it determined that collection was unlikely as production of 10 Double Zero had ceased.  

(ii) During the year ended June 30, 2020, the Company provided production loans of $167,425 to the film 

“Disquiet”. During the year ended June 30, 2020, the Company recorded a full write down of $167,425 on 

the loan as it determined that collection was unlikely as production of Disquiet had ceased. 

(iii) During the year ended June 30, 2019, the Company provided a loan of $449,452 (US$340,000) to a distribution 

company as the minimum guaranteed payment to secure certain territorial distribution rights to the film 

“Tammy’s Always Dying”. During the year ended June 30, 2020, the loan receivable and corresponding liability 

of $449,452 was assigned to a Company controlled by the former CEO. 

(iv) During the year ended June 30, 2020, the Company provided a loan of $554,540 (US$425,000) to a distribution 

company as the minimum guaranteed payment to secure certain territorial distribution rights to the film “The 

Call”. During the year ended June 30, 2020, the loan receivable and corresponding liability of $554,540 was 

assigned to a Company controlled by the former CEO. 

(v) During the year ended June 30, 2020, the Company provided a loan of $474,552 to a distribution company. 

During the year ended June 30, 2020, the loan receivable and corresponding liability of $474,552 was assigned 

to a Company controlled by the former CEO. 



7  

(vi) During the year ended June 30, 2020, the Company provided a loan of $35,847 (US$27,000) to a distribution 

company with an additional amount of $40,758 (US$30,000) loaned subsequent to June 30, 2020 which is 

included in trade payable and accrued liabilities. During the year ended June 30, 2020, the loan receivable and 

corresponding liability of $76,605 (US$57,000) was assigned to a Company controlled by the former CEO.  

SELECTED QUARTERLY INFORMATION 

 

The following financial data, which has been prepared in accordance with International Financial Reporting Standards, 

is derived from the unaudited consolidated condensed interim financial statements for the quarters that were prepared. 

The Company was not publicly traded prior to the reverse takeover of Westshire Capital II Corp. and, in accordance 
with National Instrument 51- 102, only that information that has been previously prepared is included. 

 

  Three Months 

Ended 

Three Months 

Ended 

Three Months 

Ended 

Three Months 

Ended   

  June 30, March 31, December 31, September 30, 

  2020 2020 2019 2019 

  (unaudited) (unaudited) (unaudited) (unaudited) 

          

          

Total Revenue ($120,000) $120,000 $- $- 

Total Cost of sales - - - - 

Expenses:         

Advertising/Promotion 574,023 - - 546,436 

Amortization & Depreciation 53,307 - - - 

Office and travel (380,319) 389,132 379,898 125,365 

Management fees 62,500 - 30,000 30,000 

Professional fees 308,713 362,510 96,307 271,783 

Share based compensation (25,969)                         -                      - 128,943 

Foreign Exchange adjustment (85,810)    -                         -                         -  

Gain on Settlement of debt (30,000)    -                         -                         -  

Impairment of movie rights  269,498    -                         -                         -  

Financing costs 354,359    -                         -                         -  

Impairment of right of use asset 71,102 - - - 

Loss on loans receivable 618,216    -                         - - 

Loss on acquisitions 400,874    -                         -                         -  

Transaction expense 385,000    -                         -                         -  

Non controlling interest (216,652)    -                         -                         -  

Foreign Currency adjustment (2,233)    -                         -                         -  

Net comprehensive loss ($2,476,609) ($631,642) ($506,205) ($1,102,527) 

Net loss per share (basic & diluted) $(0.05) $(0.02) $(0.01) $(0.02) 

          

FINANCIAL RESULTS FOR THE THREE MONTHS ENDED JUNE 30, 2020 

 

Office and travel expenses mainly relate to travel, rent, personnel and general telecommunication and utility costs of 

maintaining Appreciated’s main company office in Vancouver. 

 

Professional fee expenses relate to the increase of activity of the Company and the resulting legal professional services, 

investor relations and promotional fees and production and distribution services of motion pictures. In addition, the 

Company’s global marketing and distribution joint venture operation incurred additional professional fee 

expenditures. 
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During the year ended June 30, 2020, the Company recorded a full write down of $269,498 of the movie rights 

pertaining to titles “Sea Trial” and “Sought After” as it determined that there was no merit in continuing with the 

productions. 

 

FINANCIAL CONDITION AND LIQUIDITY  

 

As at June 30, 2020, Appreciated had a cash balance of $3,749 and working capital deficit of $3,500,988 (June, 30, 

2019 – cash of $141,303 and working capital deficit of $1,641,983). The decrease in working capital was due to ongoing 

costs of building the movie production business, the non-recoverability of loans made in respect of rights to various 

productions, entering into a short terms lease for new office space and the absence of funds from ongoing projects. 

The Company has been financing the working capital deficit through short term loans from  companies controlled by 

the ex-CEO or a relative of the ex-CEO. 

 

During the year ended June 30, 2020, the Company used approximately $1,636,851 in cash from operating activities, 

was provided approximately $1,785,577 from financing activities and used $286,280 in investing activities, for net 

cash outflow of $137,554 leaving a cash on hand balance of $3,749 at June 30, 2020. 

 
 Year ended Year ended 

June 30 June 30 
Cash provided by (used in) 2020 2019 

Operating activities $ (1,636,851) $  (3,502,717) 

Financing activities                                       1,785,577                     3,968,064 
Investing activities (286,280)                      (800,952) 

Total $ (137,554)             $        (335,605) 

During the year ended June 30, 2020, the Company had cash outflows of $1,636,851 related to operating activities, 

compared to $3,502,717 in the prior year. The decrease in the current year compared to the prior year is primarily due 

to the decrease in the impairment of movie projects and amortization of assets. These decreases were offset by an 

increase in office and administration expenses.  

 

During the year ended June 30, 2020, cash used by the Company for investing activities consisted of a loan advance 

to movie distributors of $281,716 and acquisition of office equipment and furniture of $4,564. 

 

During the year ended June 30, 2020 operating activities were funded by: 

 

• Advances by related parties 
• Third Party debt 

Future financings are expected to fund the turnaround and restructuring of the Company. 

 

Management plans to continue financing the Company through the issuances of additional equity securities or debt 

instruments. With the support of the Company’s lender the Company expects that enough financing will occur to meet 

cash requirements involved in the restructuring of the Company for the next 12 months. The ability to achieve our 

projected future operating results is based on several assumptions which involve significant judgments and estimates, 

which cannot be assured. If the Company is unable to achieve the projected financing, liquidity will be adversely 

impacted, and the Company will have to seek additional sources of financing. Operating results could adversely affect 

the Company’s ability to raise additional capital to fund our operations and there is no assurance that sufficient debt 

or equity financing will be available, on acceptable terms, or in a timely basis. 

 

CAPITAL RESOURCES 

 

The Company manages the capital structure and adjusts it considering changes in economic conditions and the risk 

characteristics of the underlying assets. Issuance of equity has been the primary source of capital to date. Debt and/or 

equity financing may be pursued in the future as deemed appropriate to balance debt and equity. To maintain or adjust 

the capital structure, the Company may issue new shares, take on debt or sell assets to reduce debt. 

 

CONTRACTUAL OBLIGATIONS AND COMMITMENTS 

 

The Company leased new office space on a three year lease in March 2020. As part of an agreement with the ex-CEO 

on December 8, 2020 all rights and liabilities associated with the leased offices reverted to the ex-CEO. 

 

In December 2019, litigation was commenced against the Company by the Movie Studio Inc.(“MS”) in the Circuit 
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Court of the 17th Judicial Circuit, Broward County, Florida, claiming breach of agreement and interference with a MS 

business affiliate. The litigation was settled in January 2021. 

 

The Company was obligated to pay producer fees on certain movie scripts acquired during the year which are based 

on the percentage of the production budget. As no movies are currently under development Management have assumed 

that any cashflows related to producer fees will be negligible. 

 

OFF-BALANCE SHEET ARRANGEMENTS 

 

The Company has no off-balance sheet arrangements. 

 

TRANSACTIONS BETWEEN RELATED PARTIES 

 

Related parties include key management personnel, board of directors, shareholders with a significant ownership 
interest in the Company and the Company’s key management personnel. The transactions are in the normal course of 

operations and have been valued in these financial statements at the exchange amount, which is the amount of 
consideration established and agreed to by the related parties. 

(a) Balances with related parties: 

 
 2020 2019 

Trade payables and accrued liabilities  $                 - $           102,000 

Due to related party 1,371,623 24,793 

Short-term loans  - 775,483 

Convertible debenture 736,688 - 

  $   2,108,311                     $           902,276 

   

 

(b) Transactions with related parties: 

 
 2020 2019 

Revenue 
Production and distribution services 

                  

        $             - 

 
$ 1,152,943 

Movie right income - 30,873 

 - $ 1,183,816 

Production and distribution services          - 821,616 

Advertising and promotion - 855,615 

Office expenses - 196,218 
   $ -  $  1,873,449 

 

(c) Key management personnel and directors renumeration: 

 
 2020 2019 

Management and consulting fees                        $         117,500 $ 183,705 
Share-based compensation   50,125 149,734 
 $ 167,625 $ 333,439 

 

See also “Risk Factors”. 

 

OUTSTANDING SECURITIES 

 

The Company’s common shares trade on the TSX Venture Exchange under the symbol “AMH”. The following table 

summarizes the outstanding common shares, options, warrants at 30 June, 2020. 

 
Outstanding  

Shares 48,237,452 

Warrants 2,634,737 
Options 2,387,520 
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Performance based escrow shares 

At June 30, 2020 the Company had 2,387,520 stock options outstanding. These options had expired by January 2021.  

 

On March 27, 2018, the Company issued 7,473,935 escrowed performance shares to certain former shareholders of 

the Company. The performance shares are released based on the Company’s annual audited Earnings before Interest 

and Taxes (“EBIT”) divided by a deemed value of $0.50 per common share. The measurement date for the 

performance shares release are on June 30, 2018, 2019 and 2020. Any remaining escrowed performance shares not 

attained by June 30, 2020 shall expire and be cancelled by the Company. To date, EBIT has not been positive and as 

such no performance shares have been authorized for release to the Producers. On October 1, 2020 6,995,653 escrow 

performance shares were returned to treasury. 

 

On April 8, 2019, the Company issued 3,290,000 compensation shares in connection with a joint venture agreement 

with Impossible Dream Entertainment Inc. (“IDE”). Of these shares, 1,020,000 shares vested immediately with the 

remainder released based on a performance-based escrow. The escrow is released based on a formula of one common 

share for each $0.60 of revenue of the Company derived from the joint venture project. To date, no such performance 

shares have been issued as the Company has not yet selected any movie projects to develop with IDE. 

 

SUBSEQUENT EVENTS 

 

The following events occurred subsequent to June 30, 2020: 

 

On July 2, 2020, the Company issued 1,500,000 common shares to a related party on the acquisition of the rights to “Celebrity 
Face Off” for a deemed value of $225,000. 

 
On August 6, 2020, the Company issued 2,333,935 common shares to settle amounts owed by the Company. 

 

On August 10, 2020, Sean Kingsley resigned as a director of the Company. 
 

On September 16, 2020, Kirk Shaw resigned as a director of the Company.  

 
On September 18, 2020, the Company issued 1,297,847 common shares at a deemed price of between $0.092 and $0.115 to 

settle $122,377 of debt owed by the Company and an additional 3,017,985 common shares upon conversion of $513,057.50 

principal amount of convertible debentures at a deemed price of $0.17 per share. 
 

On September 18, 2020, the Company completed a private placement financing of $1,000,000 principal amount of 8% 
convertible unsecured debentures with a maturity date of September 18, 2023 (the “September Debentures”). The September 

Debentures are convertible into common shares at a price of $0.115 per common share. On October 22, 2020, the holders of 

the September Debentures elected to convert the entire principal amount of the September Debentures into common shares. 
 

On October 1, 2020, the Company returned an aggregate of 6,995,653 common shares of the Company to treasury on the 

cancellation of previously escrowed performance shares. 
 

On October 28, 2020, the Company entered into a debt settlement agreement with Hybrid Financial Ltd. pursuant to which the 
Company will settle $120,000 of debt through the issuance of units of the Company (the "Units"). Pursuant to the debt settlement 

agreement and subject to the approval of the Exchange, the Company will settle an aggregate of $120,000 in debt through the 

issuance of 923,077 Units at a deemed price of $0.13 per Unit. Each Unit will be comprised of one common share and one 
common share purchase warrant entitling the holder thereof to acquire one additional common share at an exercise price of 

$0.25 per share for a period of one year from the date of issuance 

 
On November 12, 2020, Michael Walker and Andy Lyon were appointed to the Company’s board of Directors. 

 
On November 18, 2020, Douglas Magallon and Gregory Strom resigned as directors of the Company. 

 

On November 27, 2020, the Company completed a reorganization pursuant to which Robert Price was appointed the Chief 
Executive Officer of the Company to replace Stephen Brown and Laurence Howard was appointed as the Company’s Interim 

Chief Financial Officer to replace Mark Groenewald, effective immediately. Laurence Howard and Robert Price were also 

appointed to the Company’s board of Directors.  
 

Since June 30, 2020 the Company entered a number of forbearance agreements with its lender, Amcomri GP BVI Limited 
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(“Amcomri”) in relation to missed deadlines for repayment of the Company’s debt to its lender. On November 27, 2020, the 
Company entered into a forbearance agreement with Amcomri pursuant to which Amcomri agreed to forbear on the 

enforcement of its rights against the Company until January 5, 2021 and to provide $100,000 of bridge financing to the 

Company. 
 

On December 9, 2020, Stephen Brown, resigned as a director of the Company. In connection with Mr. Brown’s departure, the 
Company agreed to return to Brown’s holding company assets acquired by the Company in May 2020. Moreover, Mr. Brown 

has agreed to (i) surrender for cancellation 425,000 common and 200,000 stock options, (ii) forgive and release approximately 

$1,000,000 owed by the Company to Mr. Brown, and (iii) assist and guarantee the repayment of $150,000 owing by the 
Company to its principal creditor, Amcomri. 

 

On December 21, 2020, the Company has entered into a further bridge financing arrangement with Amcomri. Pursuant to the 
facility, Amcomri has agreed to make an additional $200,000 available to the Company to be used to repay certain debts of the 

Company. All amounts advanced under the facility will bear interest at a rate of eight percent (8%) per annum, payable upon 
demand. 

 

On January 12, 2021, the Company has entered into a further bridge financing arrangement with Amcomri. Pursuant to the 
facility, Amcomri has agreed to make an additional $200,000 available to the Company to be used to repay certain debts of the 

Company. All amounts advanced under the facility will bear interest at a rate of eight percent (8%) per annum, payable upon 

demand. 
 

In December 2020 and January 2021, the Company negotiated agreements to settle all material amounts shown as owing by 
the Company in its accounts payable ledger with the result that the only material remaining liability of the Company is to its 

lender, Amcomri. Negotiations are ongoing with respect to this liability (at today’s date $1.3m). 

 

SIGNIFICANT ACCOUNTING POLICIES 

 

The financial information for the year ended June 30, 2020 reflects the same accounting policies and methods of 

application as the Company’s financial statements for the year ended June 30, 2019. Those accounting policies have 

been used throughout all periods presented in the consolidated financial statements except as noted below: 

 

IFRS 9 “Financial Instruments” 

 
The Company has adopted IFRS 9, Financial Instruments (IFRS 9) effective July 1, 2018 on a retrospective basis and 

applied the transitional provisions, so that any adjustments would be recorded in opening retained earnings at January 

1, 2018. IFRS 9, addresses the classification, measurement and recognition of financial assets and financial liabilities. 

The adoption of IFRS 9 supersedes the guidance relating to the classification and measurement of financial instruments 

in IAS 39, Financial Instruments: Recognition and Measurement (IAS 39). 

 

IFRS 9 requires financial assets to be classified into three measurement categories on initial recognition: (i) those 

measured at fair value through profit and loss, (ii) those measured at fair value through other comprehensive income 

and (iii) those measured at amortized cost. Measurement and classification of financial assets is dependent on the 

entity’s business model for managing the financial assets and the contractual cash flow characteristics of the financial 

asset. For financial liabilities, the IFRS 9 requirements are similar to those of IAS 39. The main distinction is that, in 

cases where the fair value option is chosen for financial liabilities, the part of a fair value change relating to an entity’s 

own credit risk is recorded in other comprehensive income rather than the income statement, unless this creates an 

accounting mismatch. 

 

IFRS 9 introduces a single expected credit loss model for calculating impairment for financial assets, which is based 

on changes in credit quality since initial recognition. The adoption of the expected credit loss impairment model did 

not have a significant impact on the Company’s consolidated financial statements and did not result in a transitional 

adjustment. 

 

The Company has no hedges on its consolidated financial statements for the reporting period. 

 
The Company has concluded that the adoption of IFRS 9 did not require any transitional adjustments to the 
classification or measurement of the Company’s financial assets and financial liabilities.. 

 

NEW ACCOUNTING STANDARDS 

 

The Company has reviewed and adopted IFRS 16 “Leases”. IFRS 16 contains both quantitative and qualitative 
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disclosure requirements. The objective of the disclosure requirements is to give a basis for users of financial statements 

to assess the effect that leases have on the financial statements. 

 

FINANCIAL INSTRUMENTS 

 

As at June 30, 2020 and 2019, the carrying amounts for cash, trade and other receivables, trade and other payables, 

short term loans and due to related party approximate their fair value due to their immediate or short-term nature. 

 
DIVIDENDS 

 

There are no restrictions that could prevent the Company from paying dividends on its common shares. Appreciated 

Media Holdings Inc.has not paid any dividends on its common shares as it not contemplated that the Company will 

pay any dividends in the immediate or foreseeable future. It is the Company’s intention to use all available cash flow 

to complete the financial restructuring of the Company. 

 

RISK FACTORS 

 

The following risk factors relate to the business of Appreciated Media Holdings Inc. 

Appreciated Currently Has Limited Financial History and Operating Cash Flow 
 

Since incorporation on January 10, 2014, Appreciated has had limited financial activity and negative cash flow. There 

can be no certainty that Appreciated will ever achieve or sustain profitability or positive cash flow from its operating 

activities. In addition, Appreciated’s working capital and funding needs may vary significantly depending upon a 

number of factors including, but not limited to: 

 

• progress of Appreciated’s production, financing, and distribution activities; 
• collaborative license agreements with third parties; 

• opportunities to in-license beneficial productions or potential acquisitions; 

• potential milestone or other payments that Appreciated may make to licensors or corporate partners; 

• technological and market consumption and distribution models or alternative forms of entertainment delivery 

that affect Appreciated’s potential revenue levels or competitive position in the marketplace; 

• the level of sales and gross profit; 

• costs associated with production, labour and services costs, and Appreciated’s ability to realize operation and 

production efficiencies; 

• fluctuations in certain working capital items, including library assets, short-term loans, and accounts 

receivable, that may be necessary to support the growth of Appreciated’s business; 

• expenses associated with litigation; and 

• management of debt and repayment of such debt 

Early Stage 
 

Appreciated is an early-stage company and as such, Appreciated is subject to many risks including under- 

capitalization, cash shortages, and limitations with respect to personnel, financial and other resources and the lack of 

revenue. There is no assurance that Appreciated will be successful in achieving a return on shareholders’ investment 

and the likelihood of success must be considered in light of its early stage of operations. Appreciated’s prospects must 

be considered speculative in light of the risks, expenses, and difficulties frequently encountered by companies in their 

early stages of operations, particularly in the highly competitive and rapidly evolving markets in which Appreciated 

operates. To attempt to address these risks, Appreciated must, among other things, successfully implement its business 

plan, marketing, and commercialization strategies, respond to competitive developments, and attract, retain, and 

motivate qualified personnel. A substantial risk is involved in investing in Appreciated because, as a smaller 

commercial enterprise that has fewer resources than an established company, Appreciated’s management may be more 

likely to make mistakes, and Appreciated may be more vulnerable operationally and financially to any mistakes that 

may be made, as well as to external factors beyond Appreciated’s control. 

Appreciated May Not be Able to Successfully Execute its Business Plan 
 

The execution of Appreciated’s business plan poses many challenges and is based on a number of assumptions. 

Appreciated may not be able to successfully execute its business plan. If Appreciated experiences significant cost 

overruns, or if its business plan is more costly than it anticipates, certain activities may be delayed or eliminated, 

resulting in changes or delays to its current plans, or Appreciated may be compelled to secure additional funding 

(which may or may not be available) to execute its business plan. Appreciated cannot predict with certainty its future 
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revenues or results from its operations. If the assumptions on which its revenues or expenditures forecasts are based 

change, the benefits of Appreciated’s business plan may change as well. In addition, Appreciated may consider 

expanding its business beyond what is currently contemplated in its business plan. Depending on the financing 

requirements of a potential business expansion, Appreciated may be required to raise additional capital through the 

issuance of equity or debt. If Appreciated is unable to raise additional capital on acceptable terms, it may be unable to 

pursue a potential business expansion. 

 

Appreciated Faces Substantial Capital Requirements and Financial Risks 
 

The business requires a substantial investment of capital. The production, acquisition, and distribution of motion 

picture and television content requires substantial capital. A significant amount of time may elapse between 

Appreciated’s expenditure of funds and the receipt of revenues after release or distribution of such content. This may 

require a significant portion of funds from equity, credit, and other financing sources to fund the business. Although 

the risks of production exposure are reduced through tax credit programs, government and industry programs, other 

studios and co-financiers and other sources, there can be no assurance that these arrangements will continue to be 

successfully implemented or will not be subject to substantial financial risks relating to the production, acquisition, 

and distribution of future indie film and television content. In addition, if the production slate or the production budgets 

increase through internal growth or acquisition, there may be an increase to overhead and/or larger up-front payments 

for talent acquisition and, consequently, these increases bear greater financial risks. Any of the foregoing could have 

a material adverse effect on Appreciated’s business, financial condition, operating results, liquidity, and prospects. 
 

Additional Capital Requirements 
 

Appreciated may need to engage in equity or debt financings to secure additional funds. If Appreciated raises 

additional funds through further issuances of equity or convertible debt securities, Appreciated’s existing shareholders 

could suffer significant dilution, and any new equity securities Appreciated issues could have rights, preferences, and 

privileges superior to those of holders of Appreciated Shares. Any debt financing secured by Appreciated in the future 

could involve restrictive covenants relating to its capital raising activities and other financial and operational matters, 

which might make it more difficult for it to obtain additional capital and to pursue business opportunities. 
 

Appreciated can provide no assurance that sufficient debt or equity financing will be available on reasonable terms or 

at all to support its business growth and to respond to business challenges and failure to obtain sufficient debt or equity 

financing when required could have a material adverse effect on its business, prospects, financial condition, results of 

operations, and cash flows. 
 

Appreciated expects to incur short-term losses and generate negative cash flow until it can produce sufficient revenues 

to cover its costs. Appreciated may never become profitable. Even if it does achieve profitability, Appreciated may be 

unable to sustain or increase its profitability in the future. For the reasons discussed in more detail below, there are 

substantial uncertainties associated with Appreciated achieving and sustaining profitability. Appreciated expects its 

cash reserves will be reduced due to future operating losses and working capital requirements, and it cannot provide 

certainty as to how long its cash reserves will last or that it will be able to access additional capital if and when 

necessary. 

 

Appreciated May Need to Raise Additional Capital in the Future to Fund its Operations 
 

Appreciated may require substantial additional capital resources to further its production-packaging business model. 

Future cash requirements may vary materially from those expected if Appreciated elects to produce indie films, acquire 

indie films or experiences operational production delays or unexpected increases in costs related to the maintenance, 
defense, and enforcement of proprietary intellectual properties and tax credit refunds. 

 

Sources of additional funding include collaborations and licensing arrangements, public or private equity, or debt 

financing. 

 

If Appreciated’s commercialization activities do not show positive results, or if capital market conditions in general, 

or with respect to entertainment motion picture companies in particular, are unfavorable, Appreciated may be unable 

to raise funds when needed or on acceptable terms. 

 

Any Additional Equity Financings May Be Dilutive to Appreciated’s Existing Stockholders 
 

If sufficient capital is not available, Appreciated may be required to delay, reduce the scope of, eliminate or divest one 

or more of its library assets or productions or suspend operations, any of which could have a material adverse effect 
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on Appreciated’s business, financial condition, prospects, or results of operations. 

 

Appreciated Has Broad Discretion Over the Use of Net Proceeds 
 

Appreciated will have broad discretion over the use of the net proceeds from any future capital raises. Because of the 

number and variability of factors that will determine Appreciated’s use of such proceeds, the ultimate use might vary 

substantially from the planned use. Investors may not agree with how Appreciated allocates or spends the proceeds 

from future capital raises. Appreciated may pursue collaborations that ultimately do not result in an increase in the 

market value of the common shares and that instead increase Appreciated’s losses. 

 

Budget Overruns May Adversely Affect Appreciated’s Business 

While Appreciated’s business model requires efficiency in the production of indie films and television content, actual 

production costs may exceed their budgets. The production, completion, and distribution of such content can be subject 

to a number of uncertainties, including delays and increased expenditures due to disruptions or events beyond 

Appreciated’s control. As a result, if each production incurs substantial budget overruns, additional financing may 

need to be sourced. There are no assurances regarding the availability of such additional financing or on mutually 

acceptable terms, or that such costs will be recouped. Budget overruns could also prevent a picture from being 

completed or released, thereby having a material adverse effect on the business, financial condition, operating results, 

liquidity and prospects of Appreciated. 

 

Appreciated’s Results of Operations are Difficult to Predict and Depend on a Variety of Factors 
 

Results may fluctuate due to the timing, mix, number, and availability of indie films produced or acquired and home 

entertainment releases, as well as license periods for content. The operating results may increase or decrease during a 

particular period or fiscal year due to differences in the number and/or mix of films released compared to the 

corresponding period in the prior fiscal year. Moreover, the results of operations may be impacted by the commercial 

success of all of Appreciated’s indie films and televisions productions. There is no assurance that the production, 

acquisition, and distribution of all current and future motion pictures will be managed successfully to receive critical 

acclaim or perform well commercially. Any inability to achieve such commercial success could have a material 

adverse effect on Appreciated’s business, financial condition, operating results, liquidity, and prospects. Operating 

results also fluctuate due to accounting practices which may recognize the acquisition and sale of indie films in 

different periods than the recognition of related revenues, which may occur in later periods. In addition, the 

comparability of results may be affected by changes in accounting guidance or changes in Appreciated’s ownership 

of certain assets. Accordingly, the results of operations from year to year may not be directly comparable to prior 

reporting periods. As a result of the foregoing and other factors, the results of operations may fluctuate significantly 

from period to period, and the results of any one period may not be indicative of the results for any future period. 

 

Many Production or Co-Financing Partners Do Not Have Long-Term Arrangements 
 

Appreciated typically does not enter into long-term production contracts with the creative producers of motion picture 

and television content that it produces, acquires or distributes. Moreover, Appreciated generally has certain derivative 

rights that provide for distribution rights to, for example, prequels, sequels, and remakes of certain content that 

Appreciated may produce, acquire or distribute. However, there is no guarantee that Appreciated will produce, acquire 

or distribute future content by any creative producer or co-financing partner, and a failure to do so could adversely 

affect the business, financial condition, operating results, liquidity, and prospects of Appreciated. 

 

There are No Long-Term Agreements with Retailers 
 

There is no assurance that favourable relationships with retailers and distributors will develop or, if developed, will 

be maintained or that they will not be adversely affected by economic conditions. If any retailer or distributor reduces 

or cancels a significant order or becomes bankrupt, it could have a material adverse effect on the business, financial 

condition, operating results, liquidity and prospects of Appreciated. 

 
Appreciated’s Success Depends on the Commercial Success of Motion Pictures and Television Programming, which 
is unpredictable 

 

Generally, the popularity of Appreciated’s programs depends on many factors, including the critical acclaim they 

receive, the format of their initial release, their talent, their genre and their specific subject matter, audience reaction, 

the quality and acceptance of motion pictures or television content that Appreciated’s competitors release into the 

marketplace at or near the same time, critical reviews, the availability of alternative forms of entertainment and leisure 

activities, general economic conditions, and other tangible and intangible factors, many of which Appreciated does 
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not control and all of which may change. 

 

Appreciated cannot predict the future effects of these factors with certainty. In addition, because a performance in 

ancillary markets, such as home video and pay and free television, is often directly related to its box office performance 

or television ratings, poor box office results or poor television ratings may negatively affect future revenue streams. 

Appreciated’s success will depend on the experience and judgment of its management to select and develop new 

investment and production opportunities. Appreciated cannot assure that its motion pictures and television 

programming will obtain favourable reviews or ratings, that its motion pictures will perform well at the box office or 

in ancillary markets, or that broadcasters will license the rights to broadcast any of its television programs in the 

development or renewal of licenses to broadcast programs in its library. Additionally, Appreciated cannot assure that 

any original programming content will appeal to its distributors and subscribers. 

 

Appreciated’s Business Involves Risks of Liability Claims for Content of Material, Which Could Adversely Affect its 

Business, Results of Operations, and Financial Condition 
 

As a distributor of media content, Appreciated may face potential liability for defamation, invasion of privacy, 

negligence, copyright or trademark infringement, and other claims based on the nature and content of the materials 

distributed. These types of claims have been brought, sometimes successfully, against producers and distributors of 

media content. Any imposition of liability that is not covered by insurance or is in excess of insurance coverage could 

have a material adverse effect on Appreciated’s business, financial condition, operating results, liquidity, and 

prospects. 

 

Piracy of Films and Television Programs Could Adversely Affect Appreciated’s Business Over Time 
 

Piracy is extensive in many parts of the world and is made easier by the availability of digital copies of content and 

technological advances allowing conversion of films and television content into digital formats. This trend facilitates 

the creation, transmission, and sharing of high quality unauthorized copies of motion pictures and television content. 

The proliferation of unauthorized copies of these products has had and will likely continue to have an adverse effect 

on Appreciated’s business, because these products reduce the revenue it receives from its products. In order to contain 

this problem, Appreciated may have to implement elaborate and costly security and anti-piracy measures, which could 

result in significant expenses and losses of revenue. 

 

There is No Assurance that Even the Highest Levels of Security and Anti-Piracy Measures Will Prevent Piracy 
 

In particular, unauthorized copying and piracy are prevalent in countries outside of the United States, Canada, and 

Western Europe, whose legal systems may make it difficult for Appreciated to enforce its intellectual property rights. 

While the United States government has publicly considered implementing trade sanctions against specific countries 

that, in its opinion, do not make appropriate efforts to prevent copyright infringements of United States-produced 

motion pictures and television content, there can be no assurance that any such sanctions will be enacted or, if enacted, 

will be effective. In addition, if enacted, such sanctions could impact the amount of revenue that Appreciated realizes 

from the international exploitation of its content. 

 

Protecting and Defending Against Intellectual Property Claims May Have a Material Adverse Effect on Appreciated’s 

Business 
 

Appreciated’s ability to compete depends, in part, upon successful protection of its intellectual property. Appreciated 

attempt to protect proprietary and intellectual property rights to its productions through available copyright and 

trademark laws and licensing and distribution arrangements with reputable international companies in specific 

territories and media for limited durations. Despite these precautions, existing copyright and trademark laws afford 

only limited practical protection in certain countries where Appreciated distributes its products. As a result, it may be 

possible for unauthorized third parties to copy and distribute Appreciated’s productions or certain portions or 

applications of its intended productions, which could have a material adverse effect on its business, financial condition, 

operating results, liquidity, and prospects. 

 

Litigation may also be necessary to enforce Appreciated’s intellectual property rights, to protect its trade secrets, or 

to determine the validity and scope of the proprietary rights of others or to defend against claims of infringement or 

invalidity. Any such litigation, infringement or invalidity claims could result in substantial costs and the diversion of 

resources and could have a material adverse effect on Appreciated’s business, financial condition, operating results, 

liquidity, and prospects. 

 

Appreciated’s more successful and popular film or television products or franchises may experience higher levels of 
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infringing activity, particularly around key release dates. Alleged infringers have claimed and may claim that their 
products are permitted under fair use or similar doctrines, that they are entitled to compensatory or punitive damages 

because Appreciated’s efforts to protect its intellectual property rights are illegal or improper, and that its key 

trademarks or other significant intellectual property are invalid. Such claims, even if meritless, may result in adverse 

publicity or costly litigation. Appreciated will vigorously defend its copyrights and trademarks from infringing 

products and activity, which can result in litigation. Appreciated may receive unfavorable preliminary or interim 

rulings in the course of litigation, and there can be no assurance that a favorable final outcome will be obtained in all 

cases. Additionally, one of the risks of the film and television production business is the possibility that others may 

claim that Appreciated’s productions and production techniques misappropriate or infringe the intellectual property 

rights of third parties with respect to their previously developed films and televisions series, stories, characters, other 

entertainment or intellectual property. Regardless of the validity or the success of the assertion of any such claims, 

Appreciated could incur significant costs and diversion of resources in enforcing its intellectual property rights or in 

defending against such claims, which could have a material adverse effect on its business, financial condition, 

operating results, liquidity, and prospects. 

 

Appreciated Faces Risks From Doing Business Internationally 
 

Appreciated distributes content outside the United States and derive revenues from international sources. 

 

As a result, Appreciated’s business is subject to certain risks inherent in international business, many of which are 

beyond its control. 

 
These risks may include: 

• laws and policies affecting trade, investment and taxes, including laws and policies relating to the repatriation of 

funds and withholding taxes, and changes in these laws; 

• anti-corruption laws and regulations such as the Corruption of Foreign Public Officials Act (Canada), the Foreign 

Corrupt Practices Act (U.S.A.), and the Bribery Act (U.K.) that impose strict requirements on how Appreciated 

conducts its foreign operations and changes in these laws and regulations; 

• changes in local regulatory requirements, including restrictions on content and differing cultural tastes and attitudes; 

• international jurisdictions where laws are less protective of intellectual property and varying attitudes towards the 

piracy of intellectual property; 

• financial instability and increased market concentration of buyers in foreign television markets, including in 

European pay television markets; 
• the instability of foreign economies and governments; 

• fluctuating foreign exchange rates; 

• the spread of communicable diseases in such jurisdictions, which may impact business in such jurisdictions; and 

• war and acts of terrorism. 

 

Events or developments related to these and other risks associated with international trade could adversely affect 

Appreciated’s revenues from non-U.S. sources, which could have a material adverse effect on its business, financial 

condition, operating results, liquidity, and prospects. Protection of electronically stored data is costly and if 

Appreciated’s data is compromised in spite of this protection, Appreciated may incur additional costs, lost 

opportunities, and damage to its reputation. 

 

Appreciated maintains information in digital form as necessary to conduct its business, including confidential and 
proprietary information, copies of films, television programs and other content, and personal information regarding 

its employees. 

 

Data maintained in digital form is subject to the risk of intrusion, tampering, and theft. Appreciated develops and 

maintains systems to prevent this from occurring, but it is costly and requires ongoing monitoring and updating as 

technologies change and efforts to overcome security measures become more sophisticated. Moreover, despite 

Appreciated’s efforts, the possibility of intrusion, tampering, and theft cannot be eliminated entirely, and risks 

associated with each of these acts remain. In addition, Appreciated provides confidential information, digital content 

and personal information to third parties when it is necessary to pursue business objectives. While Appreciated obtains 

assurances that these third parties will protect this information and, where appropriate, monitor the protections 

employed by these third parties, there is a risk that data systems of these third parties may be compromised. If 

Appreciated’s data systems or data systems of these third parties are compromised, Appreciated’s ability to conduct 

its business may be impaired, it may lose profitable opportunities or the value of those opportunities may be diminished 

and it may lose revenue as a result of unlicensed use of its intellectual property. A breach of Appreciated’s network 

security or other theft or misuse of confidential and proprietary information, digital content or personal employee 
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information could subject Appreciated to business, regulatory, litigation, and reputation risk, which could have a 

materially adverse effect on its business, financial condition, and results of operations. 

 

Appreciated Incurs Expenditures in Foreign Currency and Does Not Hedge Against Foreign Currency Risks 
 

Appreciated operates in Canada and the United States and is therefore exposed to foreign exchange risk arising from 

transactions denominated in a foreign currency. The operating results and the financial position of Appreciated are 

reported in Canadian dollars. The fluctuations of the operating currencies in relation to the Canadian dollar will, 

consequently, have an impact upon the reporting results of Appreciated and may also affect the value of Appreciated’s 

assets and liabilities. 

 

Appreciated Faces Substantial Competition in All Aspects of Its Business 
 

Appreciated is smaller and less diversified than many of its competitors. 

 

Unlike Appreciated, an independent distributor and producer, most of the major United States studios are part of large 

diversified corporate groups with a variety of other operations that can provide both the means of distributing their 

products and stable sources of earnings that may allow them to better offset fluctuations in the financial performance 

of their motion picture and television operations. The major studios also have more resources with which to compete 

for ideas, storylines, and scripts created by third parties as well as for actors, directors, and other personnel required 

for production. These resources may also give them an advantage in acquiring other businesses or assets, including 

film libraries, that Appreciated might also be interested in acquiring. 

 

The Motion Picture Industry is Highly Competitive 
 

The number of motion pictures released by Appreciated’s competitors may create an oversupply of product in the 

market, reduce its share of box office receipts, and make it more difficult for Appreciated’s films to succeed 

commercially. The limited supply of motion picture screens compounds this product oversupply problem, which may 

be most pronounced during peak release times such as holidays, when theater attendance is expected to be highest. As 

a result of changes in the theatrical exhibition industry, including reorganizations and consolidations, and major studio 

releases occupying more screens, the number of screens available to Appreciated when it wants to release a picture 

may decrease. If the number of motion picture screens decreases, box office receipts, and the correlating future revenue 

streams, such as from home entertainment and pay and free television, of Appreciated’s motion pictures may also 

decrease. Moreover, Appreciated cannot guarantee that it can release all of its films when they are otherwise scheduled 

due to production or other delays, or a change in the schedule of a major studio. Any such change could adversely 

impact a film's financial performance. In addition, if Appreciated cannot change its schedule after such a change by a 

major studio because it is too close to the release date, the major studio's release and its typically larger promotion 

budget may adversely impact the financial performance of Appreciated’s film. 

 

The Home Entertainment Industry is Highly Competitive 
 

Appreciated competes with all of the major United States studios which distribute their theatrical, television, and titles 

acquired from third parties on DVDs/Blu-ray discs and other media and have marketing budgets greater than 

Appreciated’s budgets. Appreciated not only competes for ultimate consumer sales, but also with these parties and 

independent home entertainment distributors for location and shelf space placement at retailers and other distributors. 

The quality and quantity of titles as well as the quality of Appreciated’s marketing programs determines how much 

shelf space it is able to garner at any given time as retailers and other distributors look to maximize sales. Appreciated 

also competes with United States studios and other distributors that may have certain competitive advantages over the 

company to acquire the rights to sell or rent DVDs/Blu-ray discs and other media. Appreciated’s ability to license and 

produce quality content in sufficient quantities has a direct impact on its ability to acquire shelf space at retail locations 

and on websites. In addition, certain of Appreciated’s content is obtained through agreements with other parties that 

have produced or own the rights to such content, while other United States studios may produce most of the content 

they distribute. 

 

Appreciated’s DVDs/Blu-ray discs sales and other media sales are also impacted by myriad choices consumers have 

to view entertainment content, including over-the-air broadcast television, cable television networks, online services, 

mobile services, radio, print media, motion picture theaters, and other sources of information and entertainment. The 

increasing availability of content from these varying media outlets may reduce Appreciated’s ability to sell DVDs/ 

Blu-ray discs and other media in the future, particularly during difficult economic conditions. 

 

Appreciated Must Successfully Respond to Rapid Technological Changes and Alternative Forms of Delivery or 
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Storage to Remain Competitive 
 

The entertainment industry continues to undergo significant developments as advances in technologies and new 

methods of product delivery and storage (including the emergence of alternative distribution platforms), and certain 

changes in consumer behaviour driven by these developments emerge. New technologies affect the demand for 

Appreciated’s content, the manner in which its content is distributed to consumers, the sources and nature of competing 

content offerings, and the time and manner in which consumers acquire and view its content. New technologies also 

may affect Appreciated’s ability to maintain or grow its business and may increase its capital expenditures. 

 

Appreciated and its Distributors Must Adapt its Businesses to Shifting Patterns of Content Consumption and Changing 

Consumer Behavior and Preferences Through the Adoption and Exploitation of New Technologies 
 

For instance, such changes may impact the revenue Appreciated is able to generate from traditional distribution 

methods by decreasing the viewership of its networks on systems of cable operators, satellite television providers, and 

telecommunication companies, or by decreasing the number of households subscribing to services offered by those 

distributors. If Appreciated cannot successfully exploit these and other emerging technologies, its appeal to targeted 

audiences might decline which could have a material adverse effect on its business, financial condition, operating 

results, liquidity, and prospects. 
 

Dependence on Management and Key Personnel 
 

Appreciated’s success depends largely upon the continued services of its executive officers and other key employees. 

From time to time, there may be changes in Appreciated’s executive management team resulting from the hiring or 

departure of executives, which could disrupt its business. If Appreciated is unable to attract and retain top talents, its 

ability to compete may be harmed. Appreciated’s success is also highly dependent on its continuing ability to identify, 

hire, train, retain and motivate highly qualified personnel. Competition for highly skilled entertainment executives and 

other employees is high in Appreciated’s industry, and Appreciated may not be successful in attracting and retaining 

such personnel. Failure to attract and retain qualified executive officers and other key employees could have a material 

adverse effect on its business, prospects, financial condition, results of operations, and cash flows. 

 

Appreciated’s Success Depends on Attracting and Retaining Talent 
 

Appreciated’s success depends upon the continued efforts, abilities, and expertise of key employees, including 

production, creative, and technical personnel. Appreciated’s success also depends on its ability to identify, attract, 

hire, train, and retain such personnel. Appreciated has entered into agreements with production executives but does 

not currently have significant “key person” life insurance policies for any employees. Although it is standard in the 

industry to rely on employment agreements as a method of retaining the services of key employees, these agreements 

cannot assure the continued services of such employees. In addition, competition for the limited number of business, 

production, and creative personnel necessary to create and distribute Appreciated’s entertainment content is intense 

and may grow in the future. Appreciated may not be successful in identifying, attracting, hiring, training, and retaining 

such personnel in the future, and its inability to do so could have a material adverse effect on its business, financial 

condition, operating results, liquidity, and prospects. 

 

Appreciated Could Be Adversely Affected by Strikes or Other Union Job Actions 
 

Appreciated is directly or indirectly dependent upon highly specialized union members who are essential to the 

production of motion pictures and television content. A strike by, or a lockout of, one or more of the unions that 

provide personnel essential to the production of motion pictures or television content could delay or halt Appreciated’s 

ongoing production activities, or could cause a delay or interruption in its release of new motion pictures and television 

content. A strike may result in increased costs and decreased revenue, which could have a material adverse effect on 

Appreciated’s business, financial condition, operating results, liquidity, and prospects. 

 

Conflicts of Interest 

Certain of the directors, officers, and other members of management of Appreciated serve (and may in the future 

serve) as directors, officers, and members of management of other companies and therefore, it is possible that a conflict 

may arise between their duties as a director, officer or member of management of Appreciated and their duties as a 

director, officer or member of management of such other companies. The directors and officers of Appreciated are 

aware of the existence of laws governing accountability of directors and officers for corporate opportunity and 

requiring disclosures by directors of conflicts of interest and Appreciated will rely upon such laws in respect of any 

directors’ and officers’ conflicts of interest or in respect of any breaches of duty by any of its directors or officers. All 
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such conflicts will be disclosed by such directors or officers in accordance with the British Columbia Business 

Corporations Act and they will govern themselves in respect thereof to the best of their ability in accordance with the 

obligations imposed upon them by law. 

 

It May Not Be Possible for Foreign Investors to Enforce Actions Against the Company, and its Directors and Officers 
 

Appreciated is a corporation organized under the laws of the Province of British Columbia. All of Appreciated’s 

directors and executive officers reside principally in Canada. Because all or a substantial portion of Appreciated’s 

assets and the assets of these persons are located in Canada, it may not be possible for foreign investors to effect 

service of process from outside of Canada upon Appreciated or those persons. Furthermore, it may not be possible to 

enforce against Appreciated foreign judgments obtained in courts outside of Canada based upon the civil liability 

provisions of the securities laws or other laws in those jurisdictions. 

 

Any Disruption at Appreciated’s Places of Business Could Delay Revenues or Increase its Expenses 
 

All of Appreciated’s operations are conducted at locations in Vancouver and Los Angeles. A natural disaster, such as 

a fire, flood or earthquake, could cause substantial delays in Appreciated’s operations, damage or destroy its offices, 

and cause Appreciated to incur additional expenses. 

 

In addition, because Appreciated does not maintain “key person” life insurance on any of its executive officers, 

employees or consultants, any delay in replacing such persons, or an inability to replace them with persons of similar 

expertise, would have a material adverse effect on Appreciated’s business, financial condition, and results of 

operations. 

 

Appreciated’s Systems are Vulnerable to Damage and Failure 
 

Despite the implementation of security measures, Appreciated’s internal computer systems are vulnerable to damage 

from computer viruses, unauthorized access, natural disasters, terrorism, war, and telecommunication and electrical 

failure. Any system failure, accident or security breach that causes interruption in Appreciated’s operations could 

result in a material disruption of its projects. To the extent that any disruption or security breach results in a loss or 

damage to Appreciated’s data or applications, or inappropriate disclosure of confidential or proprietary information, 

Appreciated may incur liability as a result. In addition, Appreciated’s technology program may be adversely affected 

and the further development of its technology may be delayed. Appreciated may also incur additional costs to remedy 

the damages caused by these disruptions or security breaches. 

 

Business Interruptions Could Adversely Affect Head Office Operations 
 

Appreciated’s operations are vulnerable to outages and interruptions due to fire, floods, power loss, 

telecommunications failures, and similar events beyond its control. Appreciated’s headquarters are located in Southern 

California, which is subject to earthquakes. Although Appreciated has developed certain plans to respond in the event 

of a disaster, there can be no assurance that they will be effective in the event of a specific disaster. In the event of a 

short-term power outage, Appreciated has installed uninterrupted power source equipment designed to protect its 

equipment. A long-term power outage, however, could disrupt Appreciated’s operations. Although Appreciated 

currently carries business interruption insurance for potential losses (including earthquake-related losses), there can 

be no assurance that such insurance will be sufficient to compensate Appreciated for losses that may occur or that 

such insurance may continue to be available on affordable terms. Any losses or damages incurred by Appreciated 

could have a material adverse effect on its business and results of operations. 

 

Appreciated is Subject to Risks Associated with Possible Acquisitions, Business Combinations, or Joint Ventures 

From time to time, Appreciated could be engaged in discussions and activities with respect to possible acquisitions, 

sale of assets, business combinations, or joint ventures intended to complement or expand the business. The anticipated 

benefit from any of the transactions Appreciated pursues may not be realized. Regardless of whether any such 

transaction is consummated, the negotiation of a potential transaction and the integration of the acquired business 

could incur significant costs and cause diversion of management's time and resources. Any such transaction could also 

result in impairment of goodwill and other intangibles, development write-offs, and other related expenses. Such 

transactions may pose challenges in the consolidation and integration of information technology, accounting systems, 

personnel, and operations. Appreciated may also have difficulty managing the combined entity in the short term if it 

experiences a significant loss of management personnel during the transition period after a significant acquisition. No 

assurance can be given that expansion or acquisition opportunities will be successful, completed on time, or that 

Appreciated will realize expected operating efficiencies, cost savings, revenue enhancements, synergies or other 

benefits. Any of the foregoing could have a material adverse effect on the business, financial condition, operating 
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results, liquidity, and prospects of Appreciated. 

 

Claims Against Appreciated Relating to Any Acquisition or Business Combination May Necessitate Seeking Claims 

Against the Seller for which the Seller May Not Indemnify Appreciated or that May Exceed the Seller's Indemnification 

Obligations 
 

There may be liabilities assumed in any acquisition or business combination that Appreciated did not discover or that 

it underestimated in the course of performing its due diligence. Although a seller generally will have indemnification 

obligations to Appreciated under an acquisition or merger agreement, these obligations usually will be subject to 

financial limitations, such as general deductibles and maximum recovery amounts, as well as time limitations. There 

is no assurance that Appreciated’s right to indemnification from any seller will be enforceable, collectible or sufficient 

in amount, scope or duration to fully offset the amount of any undiscovered or underestimated liabilities that 

Appreciated may incur. Any such liabilities could have a material adverse effect on the business, financial condition, 

operating results, liquidity, and prospects of Appreciated. 

 

Growth May Cause Pressure on Appreciated’s Management and Systems 
 

Appreciated’s future growth may cause significant pressure on its management, and its operational, financial, and 

other resources and systems. Appreciated’s ability to manage its growth effectively will require the company to 

implement and improve its operational, financial, manufacturing, and management information systems, hire new 

personnel and then train, manage, and motivate these new employees. These demands may require the hiring of 

additional management personnel and the development of additional expertise within the existing management team. 

Any increase in resources devoted to production, business development, and distribution efforts without a 

corresponding increase in Appreciated’s operational, financial, and management information systems could have a 

material adverse effect on its business, financial condition, and results of operations. 

 

Appreciated Has Never Declared or Paid a Dividend 
 

Appreciated has never declared or paid any dividends on the common shares. Appreciated currently intends to retain 

its future earnings, if any, to finance further research and the expansion of Appreciated’s business. As a result, the 

return on an investment in the Appreciated Shares will depend upon any future appreciation in value. There is no 

guarantee that the common shares will appreciate in value or even maintain the price at which shareholders have 

purchased their shares. 

 

Global Economic Turmoil and Regional Economic Conditions in the United States Could Adversely Affect its Business 
 

Global economic turmoil may cause a general tightening in the credit markets, lower levels of liquidity, increases in 

the rates of default and bankruptcy, levels of intervention from the United States federal government and other foreign 

governments, decreased consumer confidence, overall slower economic activity, and extreme volatility in credit, 

equity, and fixed income markets. A decrease in economic activity in the United States or in other regions of the world 

in which Appreciated does business could adversely affect demand for its content, thus reducing its revenues and 

earnings. A decline in economic conditions could reduce performance of Appreciated’s theatrical, television, and 

home entertainment releases. In addition, an increase in price levels generally could result in a shift in consumer 

demand away from the entertainment that Appreciated offers, which could also adversely affect its revenues and, at 

the same time, increase its costs. For instance, lower household income and decreases in United States consumer 

discretionary spending, which is sensitive to general economic conditions, may affect cable television and other video 

service subscriptions. 

 

CORPORATE INFORMATION 

 

The Appreciated Media Corporation 

Larry Howard – Interim CFO 

222 Bay St Suite 3000, Toronto, 

ON M5K 1E7, Canada 

T: +1 416 879 9425 

E: appreciatedmedia@cogeco.ca 
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TRANSFER AGENT 

 

Odyssey Trust Company 

United Kingdom Building 

#323 – 409 Granville Street 

Vancouver, British Columbia, 

Canada, V6C 1T2 

 

T: 1-587-885-0960 

 

AUDITOR 

 

Dale Matheson Carr-Hilton Labonte LLP 

Chartered Professional Accountant 

1500 – 1140 West Pender Street 

Vancouver, British Columbia, 

Canada, V6E 4G1 

 

T: 1-604-687-4747 

 

ADDITIONAL INFORMATION 

 

Additional information about the Company is available for viewing on SEDAR at www.sedar.com. 


