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For Immediate Release ‘ Stock Symbol: TSX Venture Exch

BFS ENTERTAINMENT & MULTIMEDIA LIMITED
ANNOUNCES FIRST QUARTER RESULTS

BFS Entertainment & Multimedia leqted-- of Rlchmo,nd‘,Hm, Ontario, a_nnounced its unaudited
consolidated financial and operating rgs,ultS"fqr the first quarter ended July 31","2’0,04.

Sales for the quarter were $1,808,892 compared. to"$1',463,'720~during the same quarter last year,
representing an increase of 24%. Operéfi_ng earhings were $117,913 compared to $224,242 last year. Loss
before income taxes was $63,180 compared o a loss before income taxes of $113,558 in the same
period last year. Net loss for the quarter was $41, 991 (%0.01 per share) compared to net loss of $31,787
($0.00 per share) in the same quarter last year. ‘

FINANCIAL HIGHLIGHTS (audited) . o < Thirtgen Weeks ended

o " July 31, 2004 August 2, 2003
Sales o $ 1,808,892 $ 1,463,720
Operating earnings (EBITDA)' R ' 117,913 224,242
Loss before income taxes ' (63,180) .. (113,558)
Income taxes recovered (21,189) (81,771)
Net loss (41,991) (81,787)
Net loss per share (0.01) (0.00)

1. BFS uses operating earnings (EBITDA) to assess the operating performance of its business. Operating earnings (EBITDA) represents
earnings before interest, income taxes and amortization. Operating earnings (EBITDA) do not have a standardized meaning prescribed by
generally accepted accounting principles and therfore, is unlikely to be comparable to operating earnings (EBITDA) as reported by other
publicly traded companies.

BFS Entertainment & Multimedia Limited manufactures, markets and distributes under the BFS
Video and American Home Treasures video labels, a wide range of entertainment home videos and
DVD'’s for resale to retail and catalogues throughout North America.

 PROrES "“@F@

/ 0CT 2 12006
- TROw._.

For further information, please contact: TR HNAN
John Grzybowski, MBA, CA \
Chief Financial Officer

(SEC Rule 12g exemption #82-4245). -

E-mail: iri@bfsent.com
Tel (905) 884-2323

Fax (905) 884-8292
Corporate Website: www.bfsent.com
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BFS ENTERTAINMENT & MULTIMEDIA LIMITED
360 Newkirk Road
Richmond Hill, Ontario
L4AC 3G7

[ SEC EXEMPTION #82-4245 |

Proxy solicited by management for use at
the Annual Meeting of Shareholders
to be held on September 28, 2004

The undersigned shareholder of BFS ENTERTAINMENT & MULTIMEDIA LIMITED (the
“Corporation”) hereby appoints Denis B.E. Donnelly, Chief Executive Officer, or failing him, David
Chapman, Secretary, or failing either of them as proxy for the
undersigned to attend, vote and act for and on behalf of the undersigned at the annual meeting of
shareholders of the Corporation (the “Meeting”) to be held at 11:00 a.m. on September 28, 2004 at the offices
of Stikeman Elliott LLP in Boardroom 3, Commerce Court West, 515 Floor, 199 Bay Street, Toronto, Ontario,
Canada and at any adjournment or postponement thereof, with full power of substitution, in the same
manner, to the same extent and with the same power as if the undersigned were present at the Meeting or
such adjournment or postponement thereof; provided, however, that without limiting the general
authorization and power hereby given, the proxyholder named above is specifically directed, on any ballot
that may be called for, to vote the Common Shares registered in the name of the undersigned as follows:

1. { ] VOTE FOR or [ ] WITHHOLD VOTE with respect to the election of the nominees of
management as directors;

2. [ 1VOTEFORor| ] WITHHOLD VOTE with respect to the reappointment of Lipton, Wiseman,
Altbaum & Partners LLP, Chartered Accountants, as auditors, and the authorization of the directors
to fix their remuneration; and

3. IN HIS/HER DISCRETION with respect to amendments to the above matters and on such other
business as may properly come before the Meeting or any adjournment thereof.

DATED: , 2004

Signature of Shareholder

Name of Shureholder (please print)

Number of Common Shares Held



Reference is nade to the aééompanymg 'mahaéement
information circular for more information regarding the
use of this proxy and the Meeting.

A, proxy must be dated and signed by the shareholder or
‘by the 'sharehblde’s:  duly ‘aiithorized attorney or other
legal representative. Any such attorney or representative

. - mustiprovide proof of authority to sign on behalf of the

registered shareholder. If the shareholder is a corporation,
the proxy must be signed by an officer of such corporation

. .orby such corporatlon s du]y authorized attorney.

o ‘.‘;_If not dated “this. PTOX)’ shall be deemed to bear the date

a "on'wPuch 1t was malled

"“A'shareholdet"who has common shares reglstered in the

« .7 hathe ‘of a:sécurities dealer or broker should contact such
giealer or broker. for instructions in voting their common
shar&s

A shaxeholder has the nght to appomt a person other
than as designated above to represent him or her at the
Meeting, either by striking out the names of the persons
designated above and inserting such other person’s

- name. in. the blank space provided, or by completing

- .. another, proper_ form of proxy and, in either case,

" dehvermg ‘the completed proxy to CIBC Mellon Trust

L Co mpany-in the reply envelope provided at the address

below.

The common shares represented by this proxy will be
voted in accordance with the instructions of the
shareholder on any ballot that may be called for. In the

“absérice of direction, common shares represented by this

proxy will be voted FOR each of the matters referred to

. herein. .

A completed proxy must be delivered to the Corporation
¢/o CIBC Mellon Trust Company, Proxy Department, so
as to arrive prior to 10:00 am. (Toronto time) on
September 27, 2004 (or prior to 10:00 a.m. (Toronto time)

" at least one business days preceding the date of any

adjournment or postponement of the Meeting) or with the

.Chair. or the scrutineers of the Meeting prior to
commencement of the Meeting on the day of the Meeting
or any adjournment or postponement thereof. = The
address of CIBC Mellon Trust Company is, if delivered in
person or if delivered by mail (other than in the prepaid
envelope provided), 200 Queen’s Quay East, Unit 6,
Toronto, Ontario, Canada, M5A 4K9. A completed proxy
may also be delivered to the Corporation c/o CIBC Mellon
Trust Company, Proxy Department by facsimile at (416)
368-2502.




[SEC EXEMPTION #52-4243

CUSIP 054913108
To Non-Registered S_;harehgl_dgzrjs IR

RS

SR

BFS ENTERTA ENMENT :& MULTIMEDIA LIMITED

-.l~.~— Y S

Request to be Added to bhe Supplemental Mailing List

K

L " National Instrumen 54- 1'02 (Intenm Financial Statement and Report

" Exemption) provides beneﬁclal ’shareho'lders with the opportunity to elect annually

. to-have their name added to, anjissuer/s supplemental mailing list in order to receive

interim financial statements of:the Company. If you are interested in receiving such

" statéments or other selectiveshareholder communications please complete this form
_ and return 1t to the address at the bottom of tlus form.

CAR e

* Please add my name to-the ‘Sé't‘ippnlemental Mailing List kept by you in order

~that I might receive interim’ financial statements. [ confirm that I am a non-
registered shareholder of BFS, Entertamment & Multimedia Limited.

Name: -

Signature:

Add}ess:

Postal Code:

Date:
. Please Print Clearly

" BFS Entertainment & Multimedia Limited
360 Newkirk Road
Richmond Hill, Ontario
L4C 3G7



[SEC EXEMPTION #82-4245 |

BFS ENTERTAINMENT & MULTIMEDIA LIMITED

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

NOTICE is hereby given that the annual meeting (the “Meeting”) of shareholders of
BFS Entertainment & Multimedia Limited (the “Corporation”) will be held on Tuesday,
September 28, 2004 at 11:00 a.m. (Toronto time) at Stikeman Elliott LLP in Boardroom 3,
Commerce Court West, 51st Floor, 199 Bay Street, Toronto, Ontario, Canada for the
following purposes:

1. to receive and consider the audited consolidated financial statements of the
Corporation for the fiscal year ended May 1, 2004, together with the auditor’s report
thereon;

2. to elect the directors of the Corporation;

3. to appoint Lipton, Wiseman, Altbaum & Partners LLP, Chartered Accountants, as
auditors of the Corporation and to authorize the directors to fix their remuneration;
and

4. to transact such other business as may properly come before the Meeting or any

adjournment thereof.

The accompanying management information circular provides additional
information relating to the matters to be dealt with at the Meeting and forms part of this
notice.

If you are not able to be present at the Meeting, please exercise your right to vote by
signing and returning the enclosed form of proxy to CIBC Mellon Trust Company in
accordance with the instructions on the back of such form so as to arrive prior to 10:00 a.m.
(Toronto time) on September 27, 2004 (or prior to 10:00 a.m. (Toronto time) at least one
business days preceding the date of any adjournment or postponement of the Meeting) or
with the Chair or the scrutineers of the Meeting prior to the commencement of the Meeting
on the day of the Meeting or any adjournment or postponement thereof.

BY ORDER OF THE BOARD OF DIRECTORS

Denis B.E. Donnelly

President and Chief Executive Officer
August 23, 2004
Richmond Hill, Ontario



BFS ENTERTAINMENT & MULTIMEDIA LIMITED

360 Newkirk Road
Richmond Hill, Ontario
LAC 3G7

MANAGEMENT INFORMATION CIRCULAR
August 23, 2004

GENERAL PROXY INFORMATION

Solicitation of Proxies

This management information circular (the “Circular”) is furnished in connection with the
solicitation of proxies to be used at the annual meeting of shareholders of BFS Entertainment &
Multimedia Limited (the “Corporation”) to be held on Tuesday, September 28, 2004 at 11:00 a.m. (Toronto
time) (the “Meeting”) at Stikeman Elliott LLP in Boardroom 3, Commerce Court West, 51t Floor, 199 Bay
Street, Toronto, Ontario, Canada, and at any adjournments thereof, for the purposes set forth in the
accompanying Notice of Meeting. No person has been authorized to give any information or to make
any representations in connection with the matters to be considered at the Meeting other than those
contained in this Circular and, if given or made, any such information or representation should be
considered not to have been authorized by the Corporation. It is expected that the solicitation will be
made primarily by mail, however, proxies may also be solicited personally, by telephone or telecopier, by
directors, officers or regular employees or paid agents of the Corporation. The total cost of this
solicitation will be borne by the Corporation. The solicitation of proxies by this Circular is being made
by or on behalf of the management of the Corporation.

The information in the Circular is given as of August 23, 2004 unless otherwise noted.

Voting Rights

In accordance with the OBCA, the Corporation will prepare a list of shareholders as of August
23, 2004 (the “Record Date”). The only shareholders that will be entitled to vote, in person or by proxy, at
the Meeting, will be the shareholders of record at the close of business on the Record Date, except to the
extent that a shareholder has transferred ownership of common shares after such date and the transferee
of such common shares produces properly endorsed share certificates or establishes ownership thereof
and makes a written request to CIBC Mellon Trust Company, 200 Queen’s Quay East, Unit 6, Toronto,
Ontario M5A 4K9 (Attention: Proxy Department) not later than the close of business ten (10) days before
the Meeting, to be included in the list of shareholders entitled to vote at the Meeting, in which case the
transferee, and not the holder of record on the Record Date, will be entitled to vote such common shares
at the Meeting. Subject to the foregoing, each common share entitles the holder thereof to one (1) vote on
any vote taken at the Meeting.

Appointment of Proxy Holders

Shareholders who are unable to be present at the Meeting may still vote though the use of a
proxy. A shareholder who is unable to be present at the Meeting should complete and execute either the
enclosed form of proxy and deliver it or return it by mail in the enclosed reply envelope so that it is
received by CIBC Mellon Trust Company at any time prior to the Proxy Deadline (as defined below), or
deposit it with the Chair or the scrutineers of the Meeting prior to the commencement thereof. By
completing, executing and returning the enclosed form of proxy prior to the Proxy Deadline, a
shareholder can participate in the Meeting through the person or persons named therein.
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The persons named in the enclosed form of proxy accompanying this Circular are directors and
officers of the Corporahon A shareholder of the Corporation has the right to appoint a person other
than the persons: specified -in such: form of proxy and; who need not be a shareholder of the
Corporation to attend and-a¢t for him and on his behalf. at the Meeting. Such right may be exercised
by striking out the names of. the, persons specified in the form of proxy,. msertmg ‘the name of the
person to be appointed in the blank space provided in the form of proxy, signing the form of proxy
and returning 1tj1p_t£\e enciosed reply envelope in t}le manner set forth below.

Use of Proxies |

To be usred at the’ Meetmg, a proxy must be deposited with CIBC Mellon Trust Company, Proxy’
Department, if delivered in person or if delivered:by:mail (other than in the prepaid envelope provided),
to 200 Queen’s Quay East, Unit 6, Toronto, Ontario, Canada, M5A 4K9, or if delivered by facsimile at
(416) 368-2502, at any time prior to 10:00 a.m. (Toronto time) on September 27, 2004 or, if there is an
ad]ournment or| postponement of the Meeting, prior to 10:00 a.m. (T oronto hme) on the business day
the Chair or the scruhneers of the Meeting at any time py pnor to) the commencement of the Meetmg or such
adjournment or postponement thereof. Failure to so deposit a proxy may result i in its invalidation.” The
time limit for depositing proxies prior to the Meeting may be- walved by the Chair of the Meeting in his -
dlscretxon without notice. ; ;

T ¢
,,. N

'In order‘ to 'be effective, a form of proxy must be executed by a shareholder or the shareholder’s
attorney, duly- authorized in writing. If the shareholder is a corporation, the proxy must be signed by an
officer of such corporation or by such corporatien's duly authorized attorney. Where an attorney has
executed a pI‘OX);?, it must be accompanied by evidence of the attorney’s authority to sign.

Revocation of Proxies : i P

A shareholder who has given a proxy may revoke it by an instrument in writing, including -
another complebed form of proxy, executed by him or her, or by his or her attorney, duly authorized in
writing, dep031ted at the registered office of the Corporatlon, or with CIBC Mellon Trust Company, Proxy
Department, if delivered in person, to 200 Queen’s Quay East, Unit 6, Toronto, Ontario, Canada, M5A
4K9, or if dehvered by mail, to P.O. Box 12005, Station BRM B, Toronto, Ontario, M7Y 2KS5, prior to 10:00
a.m. (Toronto tlme) on September 27, 2004, or prior t0-10:00 a.m. (Toronto time) on the second business
‘day preceding any adjournment or postponement:of the Meeting, or with the Chair or the scrutineers of
the Meeting prior to the commencement of the Meet:mg onthe day of the Meeting, or any adjournment
or postponement thereof A proxy may also be revoked in any other manner permitted by law. '

Regar‘dless of the form of proxy use‘d,‘_ ttte,?_persons named in the enclosed form of proxy will vote
the common shares in respect of which they are appointed as proxy on any ballot that may be called for
in accordance with the instructions thereon. In the absence of such specification, common shares
represented by the enclosed form of proxy will be voted in favour of each of the matters referred to
herein. |

|
!

| S L
Discretionary Authority of Proxies - ‘

The enclosed form of proxy confers discretionary authority upon the persons named therein
with respect to amendments to, or variations of, matters identified in the Notice of Meeting and with
respect to other matters, if any, that may properly come before the Meeting. At the date of this
Circular, management of the Corporation knows of no such amendments, variations, or other matters to
come before the Meeting. However, if any other matters that are not known to management should
properly come before the Meeting, the proxy will be voted on such matters in accordance with the best
judgment of the‘ named proxyholder.
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Vohng Securities and Principal Holders Thereof

As of the date hereof, the Corporation had outs&andmg 7 970 835 common shares, each carrying
one vote. -As of the date hereof, to the knowledge of the directors or officers of the Corporation, the only
person that beneficially owns, dlrectly or mdu‘ectly, ‘or éxercises:control or direction over more than 10%

of the issued and outstandmg common shares of the Corporat]on 1s as follows oo
SR INY R AT I N O R T B E S SR ok S L 8
Name and Address |~ Nii'nilié’r' of 'cbfﬁrﬁoﬁ'ﬁhaféé “1°7 7 “Percentage of Class
DENIS B.E. DONNELLY 3,324,100 41.7%
Aurora, Ontario
- m v ST E BT EE A

BUSINESS OFTHE MEET!NG RO T AR

El'ectioxi of Directors

DRIl DU 1S

- Number of
Position with Director ‘common shares
Nominee Corporation . | Principal Occupation® = | Since | Beneficially Owned®
DENISB.E. DONNELLY |Chairman of the |President& Chief ~ -~ | 1981 | ' 3,324,200
Aurora, Ontario Board, President, | Executive Officer of the ol ‘
+ ' | Chief Executive' " | Corporation
Officer & Director
DaviD E. CHAPMAN Secretary and Partner, Bresver, 1995 o 2,000
Toronto, Ontario Director | Grossman, Scheininger &
' | Davis,
‘| Toronto, Ontano

» : (a law ﬁrm) .
WARREN PALITZO® | Director ~ ' | Vice' President, Greentree | 1997 35,000
Haddonfield, N~ - Brokerage Services, Inc., S '
usA - : s . Phﬂadelphla, USA
MARK SHONIKER® @ | Director | Director, . . 11999 Nil
Toronto, Ontario Bank of Montreal

‘ : v ‘ . | Capital Corporation

C. MARK ZIELSTRA® @ | Director -~ - | Company Director- = ' 1999 - 200,000
Winnipeg, Manitoba ‘ I AN _— ‘
Notes: ®  Member of the Audit Committee.

@ Member of the Compensation Committee.

@ Each person named above has held the principal occupation noted for the last five years.

@ Information respecting the number of common shares owned by each director has been provided by such
director. . ‘

The size of the Board of Directors of the Corporation is currently five. All directors to be elected
will hold office until the next annual méeting of shareholders of the Corporation or until their successors
are elected or appointed. The Corporation does not have an executive committee. The Corporation is
required to have an audit committee.
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Unless authonty to do so is withheld, the persons named in the enclosed form of proxy intend
to vote properly/executed and deposited proxies for the election of the nominees whose names are set
forth below. Management of the Corporatlon does not contemp]ate that any of the nominees will be
unable to serve las a director, but'if that should occur for any reason at or pnor to the Meetmg, the
persons named in the enclosed form of proxy reserve the nght to vote for another nominee in thelr
discretion. T T -

!

Appomtment ofAudltorsn cahehe I vra,se :

! £,
S PR I
e ) |

Lipton, Wlseman, AIt’Ba&Im & Partners LLE, Chartered

Toronto, Ontario, are to%e nommated at the Meeting for appomtment as the audrtors of the Corporation
to hold office untll the close of ‘the next annuaihmeetmg of :the: Corporauon It is proposed that the
remuneration to|be pmd to the auditors of the Corporation be'fixed by the Board of Directors. Llpton, B
Wlseman, Altbaum & Partners LLP were f1rst appomhed as auditors of the Corporahon on July 4, 1994

Unless authonty to do so is withheld, the persons named in the enclosed form of proxy mtend o

3

i

to vote properly executed and deposited proxies for the reappointment of Lipton, Wiseman, Altbaum &

Partners LLP as audltors of the Corporatron and the fixing of their remuneration by the. Board of
Dlrectors }

|

STATEMENT OF EXECUTIVE COMPENSATION

Summary Compensahon Table

.. The followmg table sets forth all annual and long-term compensahon for services in all capacities
to the: Corporauon and its subsidiaries for the three fiscal years ended May 1, 2004 (to the extent required
by the Regulation) in respect of the individuals who were, at May 1,:2004, the Chief Executive Officer and
the Chief Financial Officer and each of the three other most highly compensated executive officers of the
Corporation whose total salary and bonus exceeded $150,000 (collectively, the “Named Executive
Officers”). No persons other than the CEO and CFO of the Corporahon fell into this category. :

Annual Compensation ‘ Long-Term Compensation
Award Payouts
' | Securities Shares o
. - - ~Other- -| - Under Urnts . i I :
Name and Principal Anmual | Optigns | SuPledtie | ppyp All Other
Position Year Salsa)ry B(;;)us C‘:?Pe(;) Gianted: - ‘Restrictions | Fayouts | Compensation
1. » . | -sation ($) . ‘
. N st IR L P P Sl N ®)
DENIS B.E. DONNELLY - {| 2004 $225,000" None . “|-" 'None : None .| = None . None . None
President & Chief 2003 $225,000.. |- None .[. :None ;. None -: None None . None .-
Executive Officer 2002 $206,538 $48,000 None None None, - None ' None,
JOHN P. GRZYBOWSKI 2004 $115,114 $2,000 None None None None None
Chief Financial Officer 2003 $113,850 $10,000 None None None None None
2002 $112,073 $3,000 None None None . ~None _None
} . o B o 3oy .
1 .
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Optlon Grants inthe Flscal Year end.mg May 1 2004

" The following tablé’ sets forth infofmation concermng the Ngrantmg of optlons to purchase
common shares to any of the Named Lxecuttve Offners we

(R

S

Market Value ;..
Securities K (‘O(;)fh'lt';tsal of Securities
rou nder {5 Granted'ta™ "} ¢ Exerciseoi .- U“deﬂymg">
phons i Base Price I -] ! r}g:,on the
o ‘ Granted |’ En'fployees‘mz , poasevElce ‘
‘Name. . .. | - #) ~Fistal:Year ;fiono($fUnit).: - |- -

DeNISBE. -
DONNELLY

President & Chief ., | . ..
ExecuhveOfﬁcer N

]OHNP GRZYBOWSKI SPURRRISI
Chief Financial Officer

Options Exercised and Aggregate Ophons Remalmng

The following table sets forth information concernmg each exercise of options by the Named
Executive Officers during the fiscal year ended May 1, 2004.

- e : 'Valuve of Unexercised in-
Securities C e ‘Urniexercised Options at* [: : . the-money Options . -
Acquired | Aggregate . . - - May1,2004 4 - at May 1, 2004
. on Exercise | Value Realized ST L) i _,($)

Name ‘#® - | . (8 | Exercisable/Unexercisable | Exercisable/Unexercisable
DENISBE. ‘ S .
SN None None |  250000/Nil Nil/ Nil
Executive Officer !

JOHN P. GRZYBOWSKI v |
Chief Financial Officer None ‘None I 50,090/10,000 : Nil/ Nil

.Composition of the Compensahon Comm1ttee

Three outside directors, Warren Palitz, Mark Shoniker and C. Mark Zielstra acted as the
Corporation’s Compensation Committee during the fiscal year ended May 1, 2004. None of the members
of the Compensation Committee performed similar funchons with othe1 pubhc companies during the
fiscal year ended May 1, 2004 ‘

Compensahon of Directors

The non-management dlrectors of the Corporahon receive a hxed $4, 000 per annum paid
quarterly for attending meetings of the Board of Directors or a committee of the Board of Directors.

Report On Executive Compensation

It is the responsibility of the Compensation Committee to determine the level of compensation in
respect of the Corporation’s senior executives with a view to providing such executives with a
competitive compensation package having regard to performance. Performance is defined to include




|
l
6

achievement of the Corporation’s strategic objective of growth and the enhancement of shareholder value
through i rncreas&s in the stock price resulting from a stronger balance sheet and increased earnings.

Compensatron for“exécitive officers ‘is’ composed pnmanly of ‘three components; namely, base
salary, performance bonlxses ‘and the granting: ‘of! stock 'options. Performance bonuses are consrdered
from time to tune havmg"régard 1o the ‘above referenced ob]ectrVes e f R :

"_ £ 9 £ l BE RN AT SRR N "' S s r.‘.‘\ s R o - :
In estabhslung th@leVeb of base salary the award'of stbck options and performance bonuses, the

Compensatiofi Committee -tikes ‘int6” cornisideration® individwal perfoi‘mance, responsrbrhhes, length of
service and levels of compensation provided by indiistry ¢ompetitors.

-'The Compensahbn Cotnimitteé'is also responsrble~for fe\?leng the 'Corporatlon s manpower and
succession plans to‘ensiite that adequate plaris areinplace.’ =« L

Chief Executwe Ojfzcer .

The Corporatron Has éntered into an employment agreement Jated Pebruary 17, 1997 with Denis
B.E. Donnelly, Presrdenf and Chief Exectitive Officer of the Corporation; {the “Employment Agreement”).
The Employment ‘Agreemient provides that on termmatlon of the ‘employment of Mr. Donnelly with the
Corporation for| any reason other than for causé; Mr. Donnelly is entitied to"36-months’ salary plus the
present value of the benefits, if any, that he would have enjoyed over such 36 months. The term of
employment for| Mr. Donnelly was from February 17, 1997 through to February 28, 2002, which has been
extended to February 28 2005 The current annual base salary of Mr. Donnelly is $225, 000

The Compensatlon Committee has determrned that the terms of the Employment Agreement are
consistent with the compensation paid to chief executive officers of comparable companies.

The foregorng report as of May'1,-2004, was submrtted to the Corporation by the Compensahon
Committee. ,; L -

».Warren Palitz

; Mark Shoniker
| C. Mark Zielstra

EQUITY COMPENSATION PLAN INFORMATION

‘ " Securitiestobe | " | Securities remaining
‘ ‘issuedupon  * Werghted-average available for future
w “.exérciseof - = |. exercise price of issuance under
| outstanding outstanding equity compensation
| l SERTERE S o options w ) - options - .7 plans
| Plan .. () Y )
SHAREINCENTIVEI}’LANv S | 567,500 S ees 607,500
l : . AU - P N
SHAREBONUSPLA#\I T T NJAT T TENJA 360,000
| , :
\
J

The Corporatron mamtams a Share Incenhve Plan (the ”SIP”) and Share Bonus Plan (the “SBP”)
which is adnumstered by the Board of Directors on the recommendation of the President and Chief
Executive Ofﬁcer Eligibility for participation in these plans is limited to directors, officers, key employees

l

i
|
|
|
|
|

i
e
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and consultants of the Corporatron and its subcrdrarres Both: plans, have been approved by the
shareholders of the Corporation.., . e ‘

o '3"3[3'.? :

- The exercise price in respect of any. option issued under the SIP-is, required to be f1xed by the
Board of Directors, as the case.may.be, and may not be less than the market price of the common shares
on the day preceding the grant of the option.: Options. 1s§ued under the ;SIP > may. be, exercxsed during a-
period determined by the Board of Directors, which may not exceed ten years, All options granted under
the SOP may be exercised only for:so,long.as the. participant remains;a director:or, .employee, subject to
certain exceptions such as death.or. terms of 'the: consult;ng agreement -entered.. between ‘the Cpr;poratronf
or the subsidiary, as the case may be,\andrthe consultant

Cher LU TR T SR IR EY TSN S ST T

-.Under the SBP, common; shares,are issned as a form of bonus. The. .detepmination regarding the
amount of bonus shares to be issued to any one person under the SBE is determined. by the Board of.
Directors.

Vel Ty
v - INTERESTS OF INSIDERS IN MATERIAL TRANSACT IONS . ,
No director, officer or other msrder of the Corporatron or any assocrate or afﬁ.hate thereof has or
had any material interest in any transaction within the past three- years or in.any, proposed transaction
that has. matenally affected or will matenally affect the Corporatlon

R -

B I R AR SR

s
INDEBTEDNESS OF DIRECT ORS AND SENIOR OFFICERS A
No director or senior officer of the Corporatron was indebted to the Corporahon at any time
during the fiscal year ended May 1,2004.- ' ‘

STATEMENT OF CORPORATE GOVERNANCE PRACTICES

In accordance with the disclosure requirements of the Toronto Stock Exchange and.using the
corporate governance guidelines set out in the Toronto Stock Exchange Company Manual as a reference,
the Board of Directors of the Corporahon has adopted the following statement of corporate governance
practices: ‘

The Board implicitly and explicitly acknowledges its responsibility for the stewardship of the
Corporation as follows:

(i) - The Board participates in strategic planning as the acceptor and/or adopter of
the strategic plans' proposed and developed by management. The strategic -
planning process: has been the, responsibility of management. The Board will
undertake periodic reviews of the strategrc planning process;

(ii)v The Board has consrdered and does in its deliberations consider the principal
risks of the Corporation’s business and receives periodic reports from
management of the Corporation’s assessment and management of those risks;

(iii) -The Board has, frfom time to time, considered succession issues and takes
‘responsibility for appointing and monitoring officers of the Corporation;

(iv) The Board -has discussed -and considered-how the Corporation communicates
with its various shareholders and periodically reviews and approves the
Corporation’s commumcahons with the public but has no formal communication
policy; and
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i\ (v) ~ The Board; diréctly and through its Audit Committee, assesses the integrity of
j the Corporation’s internal control and managément information systems: « -
Given the éxterisive expenence -of séhiof Manageriient of the Corporation in the Corporation’s
principal busmess, it has notbeen riecessary for the Board'to encéurage 'senior management to participate
in appropriate professional and personal déVelopment actwltt&e courses and programs. However, the
Board" does support maﬂagemeni’ s commrtnrent~ t‘o rthe trarmng_ and development of all permanent

employees s e R e e T b g el
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Composrhon and Funchon of the Boardof Directors. il ade et o U0 L

The Board currently compnses five members of whom three, Messrs Warren Palrtz Mark
Shomker and C. Mark Zieistra are unrelated duectors R

- ‘] ST T 53 1o T

TRe Board has considered the’ relatronshrp of'each ‘current dlrector in makmg this determlnatlon
Mr! Donnelly ° 1s a-membé of management ‘of "the’ Corpo?atlo'h and Mr. Chapman is an officer of the
Corporatloﬂ and prowhcfes Iegal services to the Corporatron tlu’bugh a Iaw frrm of which he is’ a partner

B rRATe

" The Board has'in ‘the’ Ppast considered ifs size w1th a view to its effectiveness and has concluded
that additional outside directors are required. As a result, in 1999 the size of the Board of Directors was
increased by one, and two additional “unrelated” directors were added. The Board, thus constituted,
brings togethera mix of skills, background, ages and attitudes that the Board considers appropriate for
the stewardship of the Corporation.

T

" The Bo‘;ardi of Directors expressly assqmes responsibility for developing the Corporation’s.
approach to governance issues and is responsible for the responses to governance guidelines. The’
Corporation has not developed position descriptions for the directors or the Chief Executive Officer. Any

responsibility th‘at is not delegated to management or a Board committee remains with the Board.

The Board has functioned and is of the view that it can continue to function, independently of
management, as required. The Board has not appointed a chair of the Board who is an unrelated director.
However, unrelated directors are free to add items to agendas or to request the calling of Board meetings
where deemed necessary and all members of the Board are invited to raise issues not on the agenda at
Board meetmgs Board meetings are held at least three times a year.

The Board has not met without management present. If the Board believed it was appropriate
and meaningful, it would formalize the process by. which the Board would meet without management

and for handling the Board’s overall relahonshlp with management
: l . ’ roen 2y

Comnuttees ofthe Board . e ,

The Bodrd has not constxtuted a formal nonunatmg comnuttee Nommahons for the Board have

been the result\ of recruitment efforts by several diréctors and ‘have been discussed informally with
several directors before being brought to the Board as a whole.
|
The Board has not constituted a committee comprised exclusively of outside directors, a majority
of whom are unrelated directors, to assess.the effectlveness of the Board as a whole, the comrmttees of the
Board and the contnbuhon of mdrvrdual directors..; o e s oo SR
\ . L . R
The Corporatlon does not have a formal process of onentahon and educatlon for new members
of the Board. Thls process is handled informally by members of the Board. S

The Board has not adopted a system that would enable an individual director to engage an
outside advisor bt the expense of the Corporation in appropriate circumstances. If such an engagement

\
|
i
|
\
\
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were appropriate, it would be subject to the approval of the. unrelated dn'ectors of the Board in
consultation with the Chairman and Chief Executive- Officer. - ., . Yeoy

The Audit Committee is currently composed, of three directors;; Warren Palitz, Mark Shoniker
and C. Mark Zielstra, all, of ‘whom .are-independent..and, financially liteate, - The Audit Committee
reviews the annual and quarterly ﬁnancml;statements ‘material, investments, and _transactions that could
materially affect the financial position of the Corporation. - The Audit Committee also establishes and
monitors procedures to resolve conflicts of interest and for reviewing audit and financial matters.
Through meetings with external auditors and senior management, the Audit Committee discusses,
among other things, the effectiveness of the internal control procedures establlshed for the Corporahon
The text of the audit committee charter is attached as.Schedule “AY.: .* ,sit»

The Compensatron CommJttee is currently cqmposed of three dlrectorgs, all of whom are
unrelated. The mandate of the Compensation Committee is, in part, to make recommendauons to the
Board of Directors with respect. to:.the. -appointment. and remuneration of executive officers of the
Corporatlon ‘The Compensatlon; ittee meets;: penodrcally to implement Ats mandate. The
Compensatxon Comrmttee further. rewews' compensahon paid .to management og similarly 51zed
companies to ensure that remuneration to management of the Corporation is consistent with mdustry
standards. The Compensation Committee also considers and makes recommendatlons to the Board of
Dxrectors with respect to the grantmg of. stock optlons

Fees Pald to Audltors o h r o B
Fiscal Year _ Audit Fees Audlt Related Tax Feee “ i ‘dher Fees
. _ NERLREEN & Fees |
v20(‘)4 | $30,65‘0':‘“ S o ' $2,100‘ - -
00 80300, . ... o sm

Shareholder Communication

-To enable the Corporation:: to commumcate -more. effechvely with its shareholders, the
Corporation has created the office of the: Communications Officer. John Grzybowski, is the current
Communications Officer of the Corporation and may be reached at 360 Newkirk Road, Richmond Hill,
Ontario, L4C 3G7 (telephone (905) 884-2323). The Communications Officer is responsible for receiving all
communications from the shareholders of the Corporation, other shareholders and the public generally,
accommodating feedback from shareholders .about the operations. of the Corporatron and effectively
interpreting the operations of the Corporahon to:shareholders. - S

EE TR

Other Information

- Financial- mforma'aon about the Corporatron is prov1ded in the Corporahon s comparative
financial statements and MD&A for the year ending May 1, 2004. Additional information relating to the
Corporation is available at www.sedar.com. Information may also be requested from the
Communications Officer of the Corporatlon at 360 Newklrk Road, Rxchmond Hill, Ontario, L4C 3G7
(telephone (905) 884-2323). : \
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! DIRECTORS' APPROVAL

The Board of Directors of the Corporation has approved the contents and the sending of this
Circular. :

CHDer s

1S

P -

August23, 2004 | it 5 ay ot o 1t (signedyDenis B.E. Donnelly
Richmond Hill, (Dntano President and Chief Executive Officer
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| SCHEDULE“A” -

BFS ENTERTAINMENT & MULTIMEDIA LIMITED
CHARTER OF THE AUDIT COMMITTEE OF
. TE BOARD OF DIRECTORS

Section 1 Role and Purpose

The Audit Committee (sometimes referred to herein as the “Committee”) is a committee of the
Board of Directors of BFS Entertainment & Multimedia Limited (the “Corporation”). The primary
function of the Audit Comnufftee is to auszs‘ the: de of Directors in fulfilling the1r roles as Directors of
the Corporationby: . ™7 =1 g bl s fer G T

(a) recommending to the Board the appointment and compensation of the Corporation’s
external auditor;

(b overseeing the work of the external auditor, including the resolution of disagreements
between the external auditor and management;

(©) pre-approving all non-audit services (or delegating such pre-approval if and to the extent
permitted by law) to be provided to the Corporation or its subsidiaries by the
Corporation’s external auditor;

(d) reviewing and approving the annual and interim financial statements, related
management discussion and analysis (“MD&A”), and annual and interim earnings
before such information is publicly disclosed;

(e) satisfying themselves that adequate procedures are in place for the review of the
Corporation’s public disclosure of financial information, other than those described in (d)
above, extracted or derived from its financial statements, including periodically assessing
the adequacy of such procedures;

® establishing procedures for the receipt, retention and treatment of complaints received by
the Corporation regarding accounting, internal controls or auditing matters, and for the
confidential, anonymous submission by employees of the Corporation or its subsidiaries
of concerns regarding questionable accounting or auditing matters; and

(®) reviewing and approving any proposed hiring of current or former partner or employee
of the current and former auditor of the Corporation or its subsidiaries.

The Audit Committee should primarily fulfill these responsibilities by carrying out the activities
enumerated in this Charter. However, it is not the duty of the Committee to prepare financial statements,
to plan or conduct audits, to determine that the financial statements are complete and accurate and are in
accordance with Canadian generally accepted accounting principles (“GAAP”), to conduct investigations,
or to assure compliance with laws and regulations or the Corporation’s internal policies, procedures and
controls, as these are the responsibility of management and in certain cases the external auditor, as the
case may be.
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Section 2 Composrtron of 'the: Committee’and Meetrngs

1)

(2)

@

@)

(s_)fj‘

(6)

@)

)

©)

The Audit Committee must be constituted as reélurred ‘under Multilateral Instrument 52-110, as it
~ may be amended from time to time (“MI 52-110”) At the date hereof, the requrrements of MI 52~

" 110 as regaréls composmon do not apply to theé’ Corporatron as a venture issuer”.
FEhL L

. The members of the Committee, shall be elected by the Board on an annual basis or until their

* successors shall be dtﬂy appom T?n]ee%‘ 4 Chair is’ elected by the full Board, the members of
.the Commrttee may 1&srgnate a au- by ma;on V

*f t‘.he full Commrttee membershrp

Any member of the Atidit' Committed ‘may beirem’ove or ced at any time by the Board of
Duectors and shall cease to be a member of the Audit Commiitiee on ceasing to be a Trustee. The
Board of | Jl?uectors may f fill vacancies on the Audit Commrttee by election from among the Board
"of Directors”" I and ‘whenever a vacancy ‘Shall exist on the’ Audit Committee, the remammg
members may exercise all of its powers so long as a quorum remains.

The Comnuttee “SHAIF meet af 1648t ‘four Himes annua'"" more_ ‘frequently"as circumstances
requ1re | CIVRAE e ot L

‘The COmmt{ee may ask members of management or’ others to attend meetings and- prov1de'
pertment mfonnatron as’ necessary For purposes of performmg thelr duties, members of the
Commlttee shall have ful] access to all corporate mformatron and any other information deemed
appropnate by them and shall be permrtted to discuss such information and any other matters
relating to the financial position of the Corporation with senior employees, officers and the
external audrtor of the Corporation or the Corporation, and others as they consider appropriate.

In order ito foster open communication, the Committee or its Chair shall meet at least annually
with management and the external auditor in separate sessions to discuss any matters that the
Committee or each of these groups believes should be discussed privately. In ‘addition, the
Commlttee or its Chair should meet with management quarterly in connection with the
Corporahon s interim financial statements

Quorum,for the transaction of business at any meeting of the Comimittee shall be a majority of the
number of members of the Committee or such greater number as the Committee shall determine
by resolutron ' \

Meetings of the Audit Committee shall be held from time to time and at such place as any
member iof the Committee shall determine upon reasonable notice to each of its members, which
shall not be less than 48 hours. The notice penod may be waived by all members of the
Commrttee Each of the Chairman of the Board and the external auditor, and the Chief Executive
Officer, the Chief Fmancm] Officer or the Secretary of the Corporatron, shall be entitled to request
that any member of the Committee to call a meetmg ‘ :

]

. The Cornmittee shall determine ,any;,desired agentia 1tems .

|

Section 3 Actrvrtres

o)

)

The Audlrt Comnuttee shall in addmon to thematters descnbed in Sechon 1:.

" Review and recommend to the Board changes to. thls Charter as con51dered approprlate from

time to nme

Review the public disclosure regarding the Audit Committee required by MI 52-110. -




C)
@

®)

® .

©)

(10)

(11)

12

(13)

(19)

(15)

(16)

- they have with the Corporatlon to assess the;lr mdependence

' needed

: principles and practices.

-3

Review and discuss, on an annual basis, with the extemal 2auditor all: 31gmf1cant relationships .

Review the performance of the external andltor and any proposed dlscharge of the extemal
auditor when circumstances warrant. *

C ek el opd 50

Perrodlcally consult w1th the external 'audltor out ,of the presen'ce of management about

IS t A

significant risks or exposures mtemal controls and other steps that management has taken to
control such risks, and the fullness and a accuracy of the ‘financial statements, including the

- adequacy of internal controls to expose any. payments, Jransactions or procedures that might be
. _deemed ﬂlegal or otherw15e 1mproper § P

rfr BT e TN ey

to the Commltte_e and the Board of Drrectors as

~Review the integrity of..the financial reporting .processes, both mterna] .and. external in

consultation with the extemal auditor.

Consider the external auditor's judgments about the quality, transparency and appropriateness,
not just the acceptability, of the Corporatlon s and/or the Corporatxons accountmg prmcrples

" and financial disclosure prachces, as apphed in its financial reportmg, mcludmg the degree of

aggressiveness or conservatrsm of its accounhng principles and underlymg estlmates, and
whether those principles are common practices or are minority prachces :

Review all material balance sheet issues, material contingent’ obligatio'ns’ (inelﬁding those

-associated with material acquisitions or d}is'positions) and material related party transacﬁons.

Consrder proposed ma]or changes to the Corporatlon s and/ or the Corporatlons accounting

If considered appropriate, establish separate systems of reporting to the Committee by each of
management and the external auditor.. :

Review the scope and plans of the external auditor's audit and reviews. The Committee may
authorize the external auditor to perform supplemental reviews or audits as the Committee may
deem desirable.

~ Periodically consider the need for anmternal andit fun'ction, if not present.

: Followmg completion of the annual audlt and if applicable, quarterly reviews, review separately

with each of management and the extemal auditor any srgmﬁcant changes to planned
procedures, any difficulties encountered’ dunng the ‘course of the audit and, if applicable,
reviews, including any restrictions on the scope of work or access to required information and the
cooperation that the external auditor réceived during ‘the course of the audit and, if applicable,
reviews.

Review with the external auditor and management significant findings during the year and the
extent to which changes or improvements in financial or accounting practices, as approved by the
Committee, have been implemented. This review should be conducted at an appropriate time
subsequent to implementation of changes or-improvements, as'decided by the Committee.

Review activities, organizational structure and qualifications of the chief financial officer and the
staff in the financial reporting area and see to it that matters related to succession planning are
raised for consideration by the Board of Directors.



|
(17)  Review management's program of risk assessment and steps taken to address significant risks or
exposures of all types, including insurance coverage and tax compliance.

i
|
1

Section 4 General Matters *, e .

1) The Comnuttee is authorized to retain mdePendent counsel accountants, consultants and any
other professmna]s (”Adi?lsbrs’) it deerﬂs necessary to k:arry out its duties, ahd the Committee
shall have the ‘authority to’ determine ‘the compensahon 'of and to cause the Corporation or the
Corporauon to pay any such Advisors. ' 7"

2 The Comnuttee is authorized"to ‘comifiurticate’ dn'ectly with the external (and, if apphcable,

mternal) Jau(‘iftors as it sees fit.
. =AY

3 If conmdered “appropriated by it, the Committee is authorized to conduct or authorize
mvestlgatxons,hlto:an"y matters within:the’Committee's scope of respons1b1hhes, and to perform
any other activities-as the Committee deems necessary or appropnaie

4) Noththstandmg the foregoing and subject to. apphcable law the Commlttee shall not be
responsﬂble for preparing financial statements, for planning or conducting internal or external
audits or for determining that the Corporation’s and/or its subsidiaries’ financial statements are
complete and accurate and are in accordance with generally accepted accounting principles, as
these are the responsibility of management and in certain cases the external auditor, as the case
may be. Nothing contained in this Charter is intended to make the Committee liable for any non-
compliance by the Corporation or its subsidiaries with applicable laws or regulations.

5) The Committee is a committee of the Board of Directors and is not and shall not be deemed to be
an agent of the Corporation’s shareholders for any purpose whatsoever. The Board of Directors
may, from time to time, permit departures from the terms hereof, either prospectively or
retrospechvely, and no provision contained herein is mtended to gwe rise to civil liability to
shareholders of the
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[SEC EXEMPTION #82-4245 |

L . «Annual Mé¢ting of'the Shareholders of:
BFS Entertainment &Mudtimédia Limited (the “Issuer”)

September 28, 2004 ’
Toronto, Ontario BT
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Natzonal InstgumenfSl gOg( - Continuoys. Dzsclosure Oblzgahoris ST e
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- Matters.Voted Upon oo fipee 2§ o \3'7',_:;_ L.

: . SlGTa TR T abkd "N’
B Votes by Ballot
»,.I._t.-em . Tine At fa”v T 8 ey b et o Votes
o S o g el qOutcome of Vote; - VeteSsFox ~ Withheld/Against
1. The electlon of the followmg nominees:as.o.ci passed - f TAN/AVIIE 0 IEN/A
directors of the Issuer for the ensumg . . .
- year or subject to the Issuer’s by-lawsand - os.0F 0 e T T gt TR
- to.applicable laws, until their successors - =" B A E
~.are elected or appointed: “ i T T e
. Lt b
(a) Denis B.E: Donnelly _ o . I _ -
-{b) David E. Chapman RIS S AN
. N R T SRS R ’
(c) Warren Palitz '
(d) Mark Shoniker - BRI
"(e) C. Mark Zeilstra AN o . .
2. The reappomtment of Lipton, Wlseman, .. ppassed . N/A - . - N/A

Altbaum & Partners LLP, Chartered

Accountants, as auditors of the Issuer to
hold office until the next annual meeting
and authorizing the directors to fix their

remuneration.

DATED this 2 day of October, 2004.

4868574\ v1

BFS Entertainment & Multimedia Limited

By:  “signed” Denis B.E. Donnelly

Name: Denis B.E. Donnelly
Title: President & CEO
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ENTERTAINMENT & MULTIMEDIA LIMITED

FORM 52-109FT2
CERTIFICATION OF INTERIM FILINGS
DURING TRANSITION PERIOD

|, Denis B.E. Donnelly, the President and Chief Executive Officer of BFS
Entertainment & Multimedia Limited, certify that:

1. | have reviewed the interim filings (as this term is defined in
Multilateral instrument 52-109 Certification of Disclosure in Issuers’
Annual and Interim Filings) of BFS Entertainment & Multimedia Limited,
(the issuer) for the interim period ending July 31, 2004;

2. Based on my knowledge, the interim filings do not contain any untrue
statement of a material fact or omit to state a material fact required to be
stated or that is necessary to make a statement not misleading in light of
the circumstances under which it was made, with respect to the period
covered by the interim filings; and

3. Based on my knowledge, the interim financial statements together with
the other financial information included in the interim filings fairly present
in all material respects the financial condition, results of operations and
cash flows of the issuer, as of the date and for the periods presented in
the interim filings.

Date: September 17, 2004

“signed” Denis Donnelly
President and
Chief Executive Officer.




