Court File No. N/M/17/10

IN THE COURT OF QUEEN’S BENCH OF NEW BRUNSWICK
IN BANKRUPTCY AND INSOLVENCY
JUDICIAL DISTRICT OF MIRAMICHI

IN THE MATTER OF THE RECEIVERSHIP OF:

ATCON GROUP INC., ATCON HOLDINGS INC., ATCON PROPERTY HOLDINGS INC,,
ATCON VENEER PRODUCTS INC.,, ATCON LOGISTICS INC., ATCON
CONSTRUCTION INC., ATCON MANAGEMENT SERVICES INC., ATCON CIVIL LTD.,,
DYCON CONSTRUCTION LTD., ATCON STRUCTURES INC. AND ENVIREM
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PURSUANT TO Section 33 of The Judicature Act, R.S.N.B. 1973, Ch. J-2, Rule 41, Rules of
Court, New Brunswick and Section 243 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c.
B-3

BETWEEN:

THE BANK OF NOVA SCOTIA, a Canadian chartered bank
with a registered office in the City of Saint John, Province of

New Brunswick
APPLICANT

-and —

ATCON GROUP INC., ATCON HOLDINGS INC., ATCON
PROPERTY HOLDINGS INC., ATCON VENEER PRODUCTS
INC., ATCON LOGISTICS INC., ATCON CONSTRUCTION
INC., ATCON MANAGEMENT SERVICES INC.,, ATCON
CIVIL LTD., DYCON CONSTRUCTION LTD., ATCON
STRUCTURES INC. AND ENVIREM TECHNOLOGIES INC,,
all of which are carrying on business in the Province of New
Brunswick

RESPONDENTS

RECORD ON MOTION
dated June 1, 2011

ON BEHALF OF THE MOVING PARTY,
ERNST & YOUNG INC.,, for the motion returnable
June 15,2011 at 9:30 a.m. AST
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IN THE COURT OF QUEEN’S BENCH OF NEW BRUNSWICK
IN BANKRUPTCY AND INSOLVENCY
JUDICIAL DISTRICT OF MIRAMICHI

IN THE MATTER OF THE RECEIVERSHIP OF:

ATCON GROUP INC., ATCON HOLDINGS INC., ATCON PROPERTY HOLDINGS
INC., ATCON VENEER PRODUCTS INC, ATCON LOGISTICS INC., ATCON
CONSTRUCTION INC., ATCON MANAGEMENT SERVICES INC., ATCON CIVIL
LTD., DYCON CONSTRUCTION LTD., ATCON STRUCTURES INC. AND ENVIREM

TECHNOLOGIES INC.

PURSUANT TO Section 33 of The Judicature Act, R.S.N.B. 1973, Ch. J-2, Rule 41, Rules of
Court, New Brunswick and Section 243 of the Bankruptcy and Insolvency Act, R.S.C. 1985,

c. B-3

BETWEEN:

APPLICANT

THE BANK OF NOVA SCOTIA, a Canadian chartered bank
with a registered office in the City of Saint John, Province of
New Brunswick

-and —

ATCON GROUP INC., ATCON HOLDINGS INC., ATCON
PROPERTY HOLDINGS INC., ATCON VENEER
PRODUCTS INC, ATCON LOGISTICS INC., ATCON
CONSTRUCTION INC,, ATCON MANAGEMENT
SERVICES INC.,, ATCON CIVIL LTD., DYCON
CONSTRUCTION LTD., ATCON STRUCTURES INC. AND
ENVIREM TECHNOLOGIES INC., all of which are carrying
on business in the Province of New Brunswick

RESPONDENTS

APPROVAL ORDER
(VANERPLY]
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THIS MOTION, made by Ernst & Young Inc. in its capacity as Court-appointed

receiver and receiver manager of the property, assets and undertakings of the Respondents (the

"Receiver") for an order, inter alia:

(a)

(b)

(c)

(d)

(e)

®

approving the sale transaction entered into between Vanerply (as defined below)
and the Purchaser (as defined below) for the sale of the Vanerply business to the
Purchaser (the “Vanerply Sale Transaction”) pursuant to the APS and the PPA

(each capitalized term as defined below);

authorizing and approving the execution by the Receiver of the minutes kept at an

extraordinary general meeting of OPI (as defined below) held on May 23, 2011;

authorizing and directing the Receiver to take such steps and execute such
additional documents as may be necessary or desirable for the completion of the

Vanerply Sale Transaction;

authorizing and directing the Receiver to take such steps and execute such
documents as may be necessary or desirable to enforce and realize on the rights of

Atcon Group as direct or indirect shareholder and creditor of OPI and Vanerply;

seeking the aid and assistance of the courts and administrative or regulatory
tribunals or authorities in Sweden in connection with the sale of Vanerply’s assets
pursuant to the Vanerply Sale Transaction, the subsequent winding-up, liquidation
and/or dissolution of Vanerply and OPI in accordance with Swedish law, and the
distribution, following satisfaction of all the valid debts, obligations and liabilities
of Vanerply and OPI, of the residual property of Vanerply and OPI to the
Receiver, for the benefit of the stakeholders of Atcon Group (as defined below);

and

approving the Eighteenth Report (as defined below) and the conduct and activities

of the Receiver described therein;

was heard this day at 673 King George Highway, Miramichi, New Brunswick.
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ON READING the Receiver’s Notice of Motion dated June 1, 2011, the Eighteenth
Report of the Receiver dated May 31, 2011 and the appendices attached thereto (the “Eighteenth
Report”) and the Supplement to the Eighteenth Report of the Received dated June », 2011 and
the appendices attached thereto (the “Supplemental Report™), and on hearing the submissions
of counsel for the Receiver, The Bank of Nova Scotia, the Province of New Brunswick and such

other counsel in attendance,

1. THIS COURT ORDERS that the time for service of the Receiver’s Notice of Motion,
the Eighteenth Report, the Supplemental Report and the Record on Motion shall be and is hereby
abridged and validated so that the motion is properly returnable today, and that any further

service thereof is hereby dispensed with.

2. THIS COURT ORDERS AND DECLARES that the sale transaction entered into
between Vanerply AB (“Vanerply”) and Startplattan 158421 AB, 556851-5026, pending name
change to Moelven Vénerply AB (the “Purchaser”) for the sale of the Vanerply business to the
Purchaser (the “Vanerply Sale Transaction”) pursuant to the Agreement of Purchase and Sale
between Vanerply and the Purchaser executed on May 23, 2011, a redacted copy of which is
attached as Appendix “E” to the Eighteenth Report (the “APS”) and the Property Purchase
Agreement between Vanerply and the Purchaser executed on May 23, 2011 for the sale of certain
real property owned by Vanerply in Otterbacken, Sweden, a redacted copy of which is attached
as Appendix “F” to the Eighteenth Report (the “PPA”) is hereby approved.

3. THIS COURT ORDERS AND DECLARES that the Receiver is hereby authorized and
directed to take such additional steps and execute such additional documents as may be

necessary or desirable for the completion of the Vanerply Sale Transaction.

4. THIS COURT ORDERS AND DECLARES that the execution by the Receiver of the
minutes kept at an extraordinary general meeting of OPI AB (“OPI”) held on May 23, 2011, a
copy of which is attached as Appendix “H” to the Eighteenth Report, is hereby authorized and

approved.

5. THIS COURT ORDERS AND DECLARES that the Receiver is authorized and

directed to take such steps and execute such documents as may be necessary or desirable to
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enforce and realize on the rights of Atcon Group Inc. (“Atcon Group”) as direct or indirect

shareholder and creditor of OPI and Vanerply.

6. THIS COURT HEREBY REQUESTS the aid and assistance of the courts and
administrative or regulatory tribunals or authorities in Sweden in connection with the sale of
Vanerply’s assets pursuant to the Vanerply Sale Transaction, the subsequent winding-up,
liquidation and/or dissolution of Vanerply and OPI in accordance with Swedish law, and the
distribution, following satisfaction of all the valid debts, obligations and liabilities of Vanerply
and OPI, of the residual property of Vanerply and OPI to the Receiver, for the benefit of the
stakeholders of Atcon Group.

7. THIS COURT ORDERS that the Eighteenth Report, and the conduct and activities of

the Receiver described therein, are hereby approved.

8. THIS COURT ORDERS that the Supplemental Report shall be sealed, kept confidential
and not form part of the public record, but rather shall be placed, separate and apart from all
other contents of the Court file, in a sealed envelope and shall only be opened upon further Order

of the Court.

Dated at Miramichi, New Brunswick, this 15t day of June, 2011.

Thomas W. Riordon
Judge of the Court of Queen’s Bench of
New Brunswick
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IN THE COURT OF QUEEN’S BENCH OF NEW BRUNSWICK

TRIAL DIVISION

JUDICIAL DISTRICT OF MIRAMICHI

Court File No. N/M/16/10

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

-and -

IN THE MATTER OF ATCON CONSTRUCTION INC,,
ATCON INDUSTRIAL SERVICES INC.,, ATCON
MANAGEMENT SERVICES INC., ATCON CIVIL LTD.,
DYCON CONSTRUCTION LTD., ATCON STRUCTURES
INC., ENVIREM TECHNOLOGIES INC. all of which are
carrying on business in the Province of New Brunswick

- AND -

Court File No. N/M/17/10

IN THE MATTER OF THE RECEIVERSHIP OF:

ATCON GROUP INC., ATCON HOLDINGS INC., ATCON
PROPERTY HOLDINGS [INC,, ATCON VENEER
PRODUCTS INC., ATCON LOGISTICS INC., ATCON
CONSTRUCTION INC., ATCON INDUSTRIAL SERVICES
INC., ATCON MANAGEMENT SERVICES INC., ATCON
CIVIL LTD., DYCON CONSTRUCTION LTD., ATCON
STRUCTURES INC. and ENVIREM TECHNOLOGIES INC.

PURSUANT TO Section 33 of The Judicature Act, R.S.N.B.
1973, Ch. J-2, Rule 41, Rules of Court, New Brunswick and
Section 243 of the Bankruptcy and Insolvency Act, R.S.C. 1985,
¢. B-3

SERVICE LIST
(as of June 1, 2011)



COX & PALMER

Purdy's Wharf, Tower I
1100-1959 Upper Water Street
Halifax, NS B3J 3N2

Robert G. MacKeigan, Q.C.

Tel: (902) 491-4121

Fax: (902) 421-3130

E-mail: robbie@coxandpalmer.com

J. Craig McCrea, Q.C.

Tel: (902) 491-4120

Fax: (902) 421-3130

E-mail: cmccrea@coxandpalmer.com

Counsel to The Bank of Nova Scotia

BORDEN LADNER GERVAIS LLP
Scotia Plaza

40 King Street West

Toronto, ON M5SH 3Y4

Michael J. MacNaughton

Tel: (416) 367-6646

Fax: (416) 682-2837

E-mail: mmacnaughton@blg.com

Sam P. Rappos

Tel: (416) 367-6033

Fax: (416) 361-7306
E-mail: srappos@blg.com

Counsel to Ernst & Young Inc., the Court-
Appointed Monitor and Receiver

COX & PALMER

Brunswick Square, Suite 1500
1 Germain Street, PO Box 1324
Saint John, NB E2L 4HS8

Josh J.B. McElman
Tel: (506) 633-2708
Fax: (506) 632-8809
E-mail: jmcelman@coxandpalmer.com

ERNST & YOUNG INC.
The Fortis Building

139 Water Street, 7th Floor
St. John's, NL. A1C 1B2

Paul D. Hickey

Tel: (709) 570-5404

Fax: (709) 722-1758

E-mail: paul.d.hickey@ca.ey.com

George C. Kinsman

Tel: (902) 421-6282

Fax: (902) 420-0503

E-mail: george.c.kinsman@ca.ey.com

Brian M. Denega

Tel: (416) 943-3058

Fax: (416) 943-3300

E-mail: brian.m.denega@ca.ey.com

Mathew M. Harris
Tel: (902) 421-6255

E-mail: mathew.m.harris@ca.ey.com

Court-appointed Monitor and Receiver



LAW OFFICE OF HARRY H.
WILLIAMSON, Q.C.
Keystone Place

270 Douglas Avenue, Suite 203
Bathurst, NB E2A 1M9

Harry H. Williamson, Q.C.

Tel: (506) 546-6050

Fax: (506) 545-1010

E-mail: hhwilliamson@nb.aibn.com

Counsel to Ernst & Young Inc., the Court-
Appointed Monitor and Receiver

OFFICE OF THE ATTORNEY GENERAL
Legal Services Branch

Province of New Brunswick

Room 447, Centennial Building

670 King Street

Fredericton, NB E3B 1G1

Natalie H. LeBlanc
Tel: (506) 453-2222
Fax: (506) 453-3275
E-mail: natalie.leblanc@gnb.ca

John B.D. Logan

Tel: (506) 453-2222

Fax: (506) 453-3275
E-mail: john.logan@gnb.ca

Counsel to the Province of New Brunswick

SMITH & SMITH

155 Pleasant St.

P.O. Box 100, Stn. Main
Miramichi, NB E1V 3M2

Gerald F. Smith, Q.C.

Tel: (506) 627-1645

Fax: (506) 622-7499

E-mail: sslawgs@nb.aibn.com

Counsel to Mr. Robert Tozer on Court File
No. N/M/17/10

GILBERT MCGLOAN GILLIS
22 King Street

P.O.Box 7174

Saint John, NB E2L 1G3

Rodney J. Gillis, Q.C.

Tel: (506) 634-3600

Fax: (506) 634-3612

E-Mail: rjgillis@gmglaw.com

James L. Mockler/
Tel: (506) 634-3600
Fax: (506) 634-3612
E-Mail: jmockler@gmglaw.com

Cathy Fawcett

Tel: (506) 634-3600

Fax: (506) 634-3612

E-Mail: cfawcett@gmglaw.com

Counsel to Mr. Robert Tozer on Court File
No. N/M/16/10



BLAKE, CASSELS & GRAYDON LLP
199 Bay Street

Suite 2800, Commerce Court West
Toronto ON MS5L 1A9

Susan M. Grundy

Tel: (416) 863-2572

Fax: (416) 863-2653

E-mail: susan.grundy@blakes.com

Mare Flynn

Tel: (416) 863-2685

Fax: (416) 863-2653

E-mail: marc.flynn@blakes.com

Counsel to Caterpillar Financial Services
Limited

AIRD & BERLIS LLP
Brookfield Place, 181 Bay Street
Suite 1800, Box 754

Toronto, ON M5J 2T9

Sanjeev Mitra

Tel: (416) 865-3085

Fax: (416) 863-1515

E-mail: smitra@airdberlis.com

Counsel to Royal Bank of Canada

MILLER THOMSON LLP
Suite 5800, Scotia Plaza

40 King Street West
Toronto, ON M5H 3S1

Arthi Sambasivan

Tel: (416) 595-8636

Fax: (416) 595-8695

E-mail: asambasivan@millerthomson.com

Counsel to Capital Underwriters

LAWSON CREAMER LAWYERS
133 Prince William Street, Suite 801
P.O. Box 6787, Station A

Saint John, NB E2L 4S2

Bob Creamer/Jeffrey Burgess/

Kelly Vanbuskirk

Tel: (506) 633-3737

Fax: (506) 633-0465
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Tushara N. Weerasooriya
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DEPARTMENT OF JUSTICE CANADA
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Suite 1400, Duke Tower
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Fax: (902) 426-8802
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BINGHAM ROBINSON MACLENNAN
EHRHARDT TEED
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LANDE LANGFORD
6020 Jean Talon East
Suite 700

Montreal, QC H1S 3B1

Richard Lande

Tel: (514) 257-9999
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Heritage Court, 300-95 Foundry St.
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Brian M. Hunt

Tel: (506) 857-8856

Fax: (506) 875-2017
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Counsel to Canadian Natural Resources
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MILLER THOMPSON LLP
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Edmonton, AB T5J 4G8

Thomas V. Duke

Tel: (780) 429-9742

Fax: (780) 424.5866
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Counsel for Alberta Fuel Distributors

CASSELS BROCK & BLACKWELL LLP

2100 Scotia Plaza
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Joseph Bellissimo

Tel: (416) 860-6572

Fax: (416) 642-7150
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Counsel to De Lage Landen Financial Services
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DAVIS LLP

1201 Scotia 2 Tower
10060 Jasper Avenue
Edmonton, AB T5J 4ES

David Stratton, Q.C.

Tel: (780) 429-6804

Fax: (780) 702-4353
E-mail: dstratton@davis.ca
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930 Wellington Street
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John Mignacca
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Tel: (506) 634-8600

Fax: (506) 634-8685
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COURT FILE NO.: N/M/17/10

IN THE COURT OF QUEEN'S BENCH
OF NEW BRUNSWICK

IN BANKRUPTCY AND INSOLVENCY

JUDICIAL DISTRICT OF MIRAMICHI

IN THE MATTER OF THE
RECEIVERSHIP OF:

ATCON GROUP INC.,, ATCON
HOLDINGS INC., ATCON PROPERTY
HOLDINGS INC., ATCON VENEER
PRODUCTS INC, ATCON LOGISTICS
INC., ATCON CONSTRUCTION INC,,
ATCON MANAGEMENT SERVICES
INC., ATCON CIVIL LTD., DYCON
CONSTRUCTION LTD., ATCON
STRUCTURES INC. AND ENVIREM
TECHNOLOGIES INC.

PURSUANT TO Section 33 of The
Judicature Act, R.S.N.B. 1973, Ch. J-2,
Rule 41, Rules of Court, New Brunswick
and Section 243 of the Bankruptcy and
Insolvency Act, R.S.C. 1985, ¢. B-3

BETWEEN:

THE BANK OF NOVA SCOTIA, a
Canadian chartered bank with a
registered office in the City of Saint John,
Province of New Brunswick

(Applicant)
-and-

ATCON GROUP INC.,, ATCON
HOLDINGS INC., ATCON PROPERTY

COUR DU BANC DE LA REINE
DU NOUVEAU-BRUNSWICK

DIVISION DE  PREMIERE
INSTANCE

CIRCONSCRIPTION
JUDICIAIRE DE MIRAMICH

ENTRE:



HOLDINGS INC.,, ATCON VENEER
PRODUCTS INC, ATCON LOGISTICS
INC.,, ATCON CONSTRUCTION INC,,
ATCON MANAGEMENT SERVICES
INC., ATCON CIVIL LTD., DYCON
CONSTRUCTION LTD., ATCON
STRUCTURES INC. AND ENVIREM
TECHNOLOGIES INC. all of which are
carrying on business in the Province of New
Brunswick

(Respondents)
-and —

IN THE MATTER OF THE
APPLICATION OF ERNST & YOUNG
INC. in its capacity as Court-appointed
receiver and receiver manager of the
property, assets and undertakings of the
Respondents.

NOTICE OF MOTION
(FORM 37A)

TO:

The Persons on the Service List attached
hereto as Schedule “B” to this Notice of
Motion

Ernst & Young Inc. in its capacity as receiver
and receiver manager of the property, assets
and undertakings of the Respondents (the
“Receiver”) will apply to the Court of
Queen’s Bench, at 673 King George
Highway, Miramichi, New Brunswick., on the
15th day of June, 2011, at 9:30 a.m. AST via
teleconference for the following relief:

AVIS DE MOTION
(FORMULE 37A)

DESTINAIRE:

Le demandeur (ou selon le cas)
demandera a la Cour a
(liew  précis) , e
,20 ,a
h, d’ordonner  (indiquer

I’ordonnance demandée, lesmotifs a

discuter et les renvois aux dispositions
léglislatives ou regles qui seront
invoquées);



(a) an Order, substantially in the form and substance of the draft order
attached hereto as Schedule “A”:

D) abridging and validating, the timing and method of service of the
Notice of Motion, the Eighteenth Report of the Receiver dated
May 31, 2011 (the “Eighteenth Report”), the Supplement to the
Eighteenth Report of the Receiver (the “Supplemental Report”)
and the Record on Motion, if necessary, so that this motion is
properly returnable and further service is dispensed with;

(i1) approving the sale transaction entered into between Vanerply (as
defined below) and the Purchaser (as defined below) for the sale
of the Vanerply business to the Purchaser (the “Vanerply Sale
Transaction”) pursuant to the APS and the PPA (each capitalized
term as defined below);

(iii)  authorizing and approving the execution by the Receiver of the
minutes kept at an extraordinary general meeting of OPI (as
defined below) held on May 23, 2011;

(iv)  authorizing and directing the Receiver to take such steps and
execute such additional documents as may be necessary or
desirable for the completion of the Vanerply Sale Transaction;

v) seeking the aid and assistance of the courts and administrative or
regulatory tribunals or authorities in Sweden in connection with
the sale of Vanerply’s assets pursuant to the Vanerply Sale
Transaction, the subsequent winding-up, liquidation and/or
dissolution of Vanerply and OPI in accordance with Swedish law,
and the distribution, following satisfaction of all the valid debts,
obligations and liabilities of Vanerply and OPI, of the residual
property of Vanerply and OPI to the Receiver, for the benefit of
the stakeholders of Atcon Group (as defined below);

(vi)  authorizing and directing the Receiver to take such steps and
execute such documents as may be necessary or desirable to
enforce and realize on the rights of Atcon Group as direct or
indirect shareholder and creditor of OPI and Vanerply;

(vil) approving the Eighteenth Report and the conduct and activities of
the Receiver described therein; and

(b) such further and other relief as may be just.

The grounds upon which the Receiver relies are as follows:

1. The relief sought by the Receiver is appropriate in the circumstances and is in
accordance with the jurisdiction of the Court under the Bankrupicy and



Insolvency Act and the inherent jurisdiction of the Court.

Background

2.

The Atcon group of companies includes two (2) Swedish subsidiaries, OPI
Aktiebolag (“OPI”) and Vanerply Aktiebolag (“Vanerply”). OPI and Vanerply
were acquired by the Atcon group of companies in November 2000.

OPI is a holding company, with its primary asset being the shares of Vanerply.
Vanerply is a manufacturer and distributer of plywood, including flooring
plywood, roofing plywood and drywall plywood, for the domestic Swedish
market as well as the export market. Vanerply is a stand-alone business located
in Sweden that was not involved in the businesses carried on by the other Atcon
companies.

Vanerply is a wholly-owned direct subsidiary of OPI, as OPI is the owner of all
of the issued and outstanding shares of Vanerply. Based on the information and
documentation available to the Receiver, it appears that there are 2,000 issued
and outstanding shares of OPI, all of which have been issued to Atcon Group.
Pursuant to the Order of Justice Riordon granted in these proceedings on March
18, 2011, this Honourable Court ordered and declared that Atcon Group Inc.
(“Atcon Group”) is the owner of all of the issued and outstanding shares of OPL

OPI and Vanerply Sale Process

5.

The Atcon group of companies began in October 2009 to consider and to explore
the prospect of the sale of Vanerply through the disposition by Atcon Group of its
shareholdings in OPI. The Atcon companies engaged Grant Thornton Sweden
AB (“GT Sweden”) to undertake a marketing and sale process for the sale of
Vanerply as a going concern.

Following its appointment on March 1, 2010, the Receiver contacted GT Sweden
to obtain a report on the status of the Vanerply sale process. The Receiver was
advised that GT Sweden, working with Vanerply management, had identified and
contacted 43 potential purchasers, based on its assessment of the market of likely
buyers of the Vanerply business.

The Receiver was also advised by GT Sweden that it had issued letters to the
interested prospective purchasers who had completed site tours and conducted
management meetings and informed them that April 6, 2010 was the deadline for
submission of expressions of interest to acquire the shares of Vanerply held by
OPL. On April 6, 2010, GT Sweden received two qualifying expressions of
interest.

Based on its discussions with GT Sweden regarding the sale process and its
review of the sale process documents, the Receiver concluded that GT Sweden, in
accordance with the terms of its engagement letter, was conducting a fair,



10.

11.

12.

13.

reasonable and appropriate sale process that had included a significant number of
bona fide potential purchasers for the Vanerply business.

As a result, the Receiver determined that it was prudent and reasonable for GT
Sweden to continue the sale process initiated prior to the Receiver’s appointment,
given the costs and risks of starting a new sale process, including any resultant
delays.

During the course of the discussions and negotiations with potential purchasers,
the Receiver and the boards of directors of OPI and Vanerply determined that
they required additional detailed information concerning Vanerply and its supply
and customer markets so as to be better equipped in negotiations with potential
purchasers and to determine the parameters for Vanerply, as an alternative to a
going concern sale, developing and implementing a business plan for continued
future operations. As well, during the course of the negotiations it became
apparent to the Receiver that a number of issues were outstanding that needed to
be considered prior to Vanerply being in a position to complete a sale of its
business on a going concern basis, including the proposed structure of any sale
transaction (i.e. a share transaction vs. an asset transaction).

As a result, in October 2010, the Receiver determined, after consultation with
The Bank of Nova Scotia (the “Bank™), the Province of New Brunswick (the
“Province”), OPI and Vanerply, that it was appropriate to take a pause in the
active pursuit of the sale process, so that such additional relevant information
could be gathered and such issues considered.

Vanerply retained Ernst & Young AB (Sweden) and Timwood AB to
respectively conduct a limited review of the business affairs of Vanerply, and
conduct an assessment of Vanerply’s future market strategy and to advise on the
log supply situation. The reports were obtained to assist the Vanerply board and
the Receiver in assessing the financial position and future prospects of the
Vanerply business.

Based on the matters identified in the two reports, Vanerply management
formulated a business plan and was in discussions with the Receiver, along with
third parties, regarding the ability of Vanerply to obtain capital and financing to
implement certain operational improvements designed to produce production
efficiencies that would improve profitability should a decision be made to
continue on in business rather than selling the business to a third party.

Vanerply Sale Transaction

14.

In March 2011, Mr. Knape, the chairman of the board of Vanerply, advised the
Receiver that Vanerply had received a renewed and revised written offer to
purchase the majority of the assets of Vanerply from one of the potential buyers
who had participated extensively in the sale process in 2010, being Moelven
Wood AB (“Moelven™), a Norweigan company that the Receiver understands
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16.

17.

18.

supplies a wide range of wood-based products for trade and industry.

Vanerply and its solicitors, in consultation with the Receiver and its Swedish
counsel, among others, have negotiated and entered into purchase agreements
with Moelven for the sale of the Vanerply business, being the Agreement of
Purchase and Sale between Vanerply and Startplattan 158421 AB, 556851-5026,
pending name change to Moelven Viénerply AB, a Moelven affiliate (the
“Purchaser”) executed on May 23, 2011 (the “APS”) and the Property Purchase
Agreement between Vanerply and the Purchaser executed on May 23, 2011 for
the sale of certain real property owned by Vanerply in Otterbacken, Sweden (the
“PPA”). Redacted copies of the APS and the PPA are attached as appendices to
the Eighteenth Report.

Pursuant to the terms of the APS and the PPA, in the event this Honourable Court
approves the Vanerply Sale Transaction, which is a condition to the closing of the
transaction, the Purchaser will:

(a) acquire all business related assets of Vanerply, including the Vanerply
plant at Otterbicken, Sweden (i.e. real estate, buildings, machinery,
inventories, etc), except stock and work in progress, free from
encumbrances;

(b) acquire all stock and work in progress as of the completion date of the
transaction for a purchase amount corresponding to the book value of
such assets (according to generally accepted accounting principles
previously adopted by Vanerply), free from encumbrances;

(©) acquire certain prepaid assets as of the completion date of the transaction
for a purchase amount corresponding to the book value of the assets;

(d)  acquire all spare parts inventory; and

(e) assume liability for certain Vanerply’s debts attributable to the staff
employed as of the completion date of the transaction (such as provisions
for their accrued holiday pay claims, etc.), the amount of which shall be
deducted from the purchase price.

The Receiver understands that the Purchaser intends to offer employment to all of
the current employees of Vanerply, including all unionized, non-unionized and
managerial employees, in the event the Vanerply Sale Transaction is completed.
The Receiver understands from Mr. Knape that the Otterbdcken area has
experienced difficult times and that the Vanerply Sale Transaction, which will
maintain employment for 166 employees, is extremely beneficial to the local
economy.

The Receiver understands that, if completed, the Vanerply board estimates that
the sale will generate cash proceeds which, along with the remaining assets of
Vanerply to be collected and/or disposed of, will potentially result in property
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20.

21.

22.

23.

being available for distribution to OPI, as shareholder of Vanerply, and Atcon
Group, as shareholder of OPI, following the wind-up, liquidation and/or
dissolution of Vanerply and OPI and satisfaction of Vanerply and OPI’s valid
debts, liabilities and obligations to Atcon Group and to third parties in accordance
with Swedish law.

The completion of the Vanerply Sale Transaction is supported by Vanerply
management, the OPI and Vanerply boards of directors, and the Bank and the
Province, being the stakeholders with the likely interest in Atcon Group’s
ownership of OPI and Vanerply.

The Vanerply Sale Transaction is the result of a process that was fair, appropriate,
and reasonable in the circumstances, resulted in considerable effort being exerted
by Vanerply and GT Sweden to achieve the best price for the Vanerply assets,
and has taken into consideration the interests of all parties, including Vanerply’s
local stakeholders (i.e. its employees, suppliers and customers) and those of the
Bank and the Province.

The Receiver is of the view that the Vanerply Sale Transaction represents a
reasonable realization on the assets and operations of Vanerply, and recommends
that this Honourable Court approve the Vanerply Sale Transaction.

The Receiver relies on:

(a) the Rules of Court , as amended, including but not limited to Rules 1.03,
2.01,2.02 and 3.02;

(b) the Judicature Act, R.SN.B. 1973, c. J-2, as amended, including but not
limited to sections 21,26 and 31; and

Such further and other grounds as counsel for the Receiver ‘may advise and this
Honourable Court may permit.

UPON the hearing of the motion the A Taudition de la motion, les affidavits
following affidavit or other documentary ou les autres preuves littérales
evidence will be presented: suivantes seront présentées:

(1) The Eighteen Report;

(2) The Supplemental Report; and

(3) Such further and other affidavits

or documentary evidence as
counsel for the Receiver may
advise and this Honourable Court
may permit.



You are advised that:

(@)

(b)

©

you are entitled to issue
documents and present
evidence at the hearing in
English or French or both;

the applicant intends to proceed
in the English language; and

if you intend to proceed in the
other official language, an
interpreter may be required and
you must so advise the Clerk at
least 5 days before the hearing.

Sachez que:

(a) vous avez le droit d'émettre des
documents et de présenter votre
preuve a l'audience en frangais, en
anglais ou dans les deux langues;

(b) le demandeur a I'intention d'utiliser
la langue anglais; et

(c) si vous avez l'intention d'utiliser
l'autre langue officielle, les services
d'un interpréte pourront €tre requis
et vous devrez un aviser le greffier
au moins 5 jours avant I'audience.

DATED at Toronto, Ontario, this 1% day of June, 2011,

BORDEN LADNER GERVAIS LLP
Barristers and Solicitors

Scotia Plaza

40 King Street West

Toronto, Ontario M5H 3Y4

MICHAEL J. MACNAUGHTON
Tel: (416) 367-6646

Fax: (416) 682-2837

LSUC # 25889U

SAM P. RAPPOS
Tel: (416) 367-6033
Fax: (416) 361-7306
LSUC# 513998

Counsel to Ernst & Young Inc.,
the Court-appointed Receiver
of the Respondents

A (0,

SAM P. RAPPOS/[?
BORDEN LADNER GERVAIS LLP
Solicitors for the Receiver
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Court File No. N/M/17/10

IN THE COURT OF QUEEN’S BENCH OF NEW BRUNSWICK
IN BANKRUPTCY AND INSOLVENCY
JUDICIAL DISTRICT OF MIRAMICHI

IN THE MATTER OF THE RECEIVERSHIP OF:

ATCON GROUP INC., ATCON HOLDINGS INC., ATCON PROPERTY HOLDINGS
INC.,, ATCON VENEER PRODUCTS INC., ATCON LOGISTICS INC.,, ATCON
CONSTRUCTION INC., ATCON MANAGEMENT SERVICES INC., ATCON CIVIL
LTD., DYCON CONSTRUCTION LTD., ATCON STRUCTURES INC. AND ENVIREM

TECHNOLOGIES INC.

PURSUANT TO Section 33 of The Judicature Act, R.S.N.B. 1973, Ch. J-2, Rule 41, Rules of
Court, New Brunswick and Section 243 of the Bankruptcy and Insolvency Act, R.S.C. 1985,

¢. B-3

BETWEEN:

THE BANK OF NOVA SCOTIA, a Canadian chartered bank
with a registered office in the City of Saint John, Province of
New Brunswick

APPLICANT

-and —

ATCON GROUP INC., ATCON HOLDINGS INC., ATCON
PROPERTY HOLDINGS INC., ATCON VENEER
PRODUCTS INC., ATCON LOGISTICS INC., ATCON
CONSTRUCTION INC., ATCON MANAGEMENT
SERVICES INC.,, ATCON CIVIL LTD., DYCON
CONSTRUCTION LTD., ATCON STRUCTURES INC. AND
ENVIREM TECHNOLOGIES INC,, all of which are carrying
on business in the Province of New Brunswick

RESPONDENTS

EIGHTEENTH REPORT OF THE RECEIVER

(VANERPLY)
May 31, 2011



INTRODUCTION AND PURPOSE

1.

In connection with the applications of The Bank of Nova Scotia (the “Bank”) pursuant to

section 33 of the Judicature Act (New Brunswick), Rule 41 of the Rules of Court of New

Brunswick, and section 243 of the Bankruptcy and Insolvency Act (Canada) that were

heard by The Honourable Mr. Justice Riordon of the Court of Queen’s Bench of New

Brunswick on March 1, 2010 and March 30, 2010, Ernst & Young Inc. was appointed as

receiver and receiver manager of the property, assets and undertakings of the following

companies (the “Receiver”);

(a)

(b)

Atcon Group Inc. (“Atcon Group”), Atcon Holdings Inc. (“Atcon Holdings™),
Atcon Property Holdings Inc., Atcon Veneer Products Inc. and Atcon Logistics
Inc. pursuant to the Receivership Order dated March 2, 2010 (the “March 2
Order”); and

Atcon Construction Inc., Atcon Management Services Inc., Atcon Civil Ltd.,
Dycon Construction Ltd., Atcon Structures Inc. and Envirem Technologies Inc.
(now known as 058545 N.B. Inc.) pursuant to an Order dated March 30, 2010 (the
“March 30 Order”, and the March 30 Order together with the March 2 Order, the

“Receivership Order”).

The Receivership Order, among other things, authorizes and empowers the Receiver to:

(@)
(®)

(©)

(d)

take possession and control of the Property;
receive, preserve and protect the Property, or any parts thereof;

market any or all of the Property, including advertising and soliciting offers in
respect of the Property or any part or parts thereof and negotiating such terms and

conditions of sale as the Receiver in its discretion may deem appropriate;

sell, convey, transfer, lease or assign the Property or any part or parts thereof out
of the ordinary course of business with the approval of this Court in respect of any
transaction in which the purchase price exceeds $100,000 or the aggregate

purchase price of all transactions less than $100,000 exceeds $1,000,000;



(e)

®
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exercise any shareholder rights which any of the Respondents may have; and

take any steps reasonably incidental to the exercise of the powers under the

Receivership Order.

The purpose of this Eighteenth Report is to report to this Honourable Court on matters

relating to the Receiver’s conduct and activities with respect to OPI (as defined below)

and Vanerply (as defined below) and request that this Honourable Court grant an Order:

(a)

(®)

(c)

(d)

(®

approving the sale transaction entered into between Vanerply and the Purchaser
(as defined below) for the sale of the Vanerply business to the Purchaser (the
“Vanerply Sale Transaction”) pursuant to the APS and the PPA (each

capitalized term as defined below);

authorizing and approving the execution by the Receiver of the minutes kept at an

extraordinary general meeting of OPI held on May 23, 2011,

authorizing and directing the Receiver to take such steps and execute such
additional documents as may be necessary or desirable for the completion of the

Vanerply Sale Transaction;

seeking the aid and assistance of the courts and administrative or regulatory
tribunals or authorities in Sweden in connection with the sale of Vanerply’s assets
pursuant to the Vanerply Sale Transaction, the subsequent winding-up, liquidation
and/or dissolution of Vanerply and OPI in accordance with Swedish law, and the
distribution, following satisfaction of all the valid debts, obligations and liabilities
of Vanerply and OPI, of the residual property of Vanerply and OPI to the
Receiver, for the benefit of the stakeholders of Atcon Group;

authorizing and directing the Receiver to take such steps and execute such
documents as may be necessary or desirable to enforce and realize on the rights of
Atcon Group as direct or indirect shareholder and creditor of OPI and Vanerply;

and



-4-

® approving the Eighteenth Report and the conduct and activities of the Receiver

described herein.

In addition to this Eighteenth Report, the Receiver has prepared, and will submit to this
Honourable Court on a confidential basis, a supplement to the Eighteenth Report (the
“Supplemental Report”). In the Supplemental Report, the Receiver provides a detailed
overview of the state of Vanerply’s business and financial affairs prior to and since the
commencement of these proceedings and matters relating to the sale process conducted
with respect to the Vanerply business, among other things. The Receiver will be seeking
a sealing order from this Honourable Court with respect to the Supplemental Report, on
the basis that the Supplemental Report contains sensitive commercial information with
respect to Vanerply, the dissemination of which could be prejudicial to the best interests
of the stakeholders of Atcon Group, to the ongoing operations of Vanerply, and to the

successful completion of a going concern sale of the Vanerply business.

TERMS OF REFERENCE

5.

In preparing this Eighteenth Report, the Receiver has been provided with and has relied
upon unaudited historical financial statements, other unaudited financial information and
projections prepared by the Respondents, the books and records of the Respondents,
discussions with certain management and former employees of the Respondents, certain
members of management and the board of directors of OPI and Vanerply, representatives
of Grant Thornton (as defined below), GT Sweden (as defined below), the Bank, the
Province of New Brunswick (the “Province”), Timwood (as defined below), E&Y
Sweden (as defined below) and other information from various sources. The Receiver
has assumed that the information it has been provided is accurate and complete. The
Receiver did not audit, review or otherwise attempt to verify the accuracy or
completeness of the information. Accordingly, the Receiver expresses no opinion or
other form of assurance with respect to the information presented in this Eighteenth
Report or relied upon by the Receiver in preparing this Eighteenth Report. Further, the
nature of the Receiver’s work completed in these proceedings will not necessarily
disclose errors, misstatements, irregularities or illegal acts, if such exist, on the part of the

Respondents, or its officers or employees or in the information.
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Other than as set out below, all references to monetary amounts in this Eighteenth Report
are in Canadian dollars (CDN$). Currency conversions from Swedish krona (SEK) to
Canadian dollars were performed using the noon exchange rate obtained from the Bank

of Canada website on May 27, 2011, with 1 SEK being equal to CDN$0.157.

Capitalized terms not otherwise defined in this Eighteenth Report are as defined in the

Receivership Order or previous reports of the Receiver filed with this Honourable Court.

Copies of Court materials in these proceedings may be obtained from the Receiver’s

website established in connection with the Respondents (www.ey.com/ca/atcon).

OPI and VANERPLY

Background

9.

10.

11

As has been previously reported to this Honourable Court, the Atcon group of companies
includes two (2) Swedish subsidiaries, OPI Aktiebolag (“OPI”) and Vanerply Aktiebolag
(“Vanerply”). OPI is registered with the Swedish Companies Registration Office with
registration number 556159-8078, and Vanerply is registered with the Swedish
Companies Registration Office with registration number 556217-0349. Attached hereto
as Appendix “A” is a copy of a Certificate of Registration obtained from the Swedish
Companies Registration Office dated March 22, 2010 for each of OPI and Vanerply.

OPI and Vanerply were acquired by the Atcon group of companies when the shares of
OPI were purchased by 504040 N.B. Ltd., a predecessor of Atcon Group, from the
official receiver of the bankruptcy estate of Fagerlid Industrier AB pursuant to a share
purchase agreement dated November 27, 2000. The acquisition price of the OPI shares
was approximately CDNS$3.07 million.!  The Receiver understands that since its
acquisition by Atcon Group, OPI has been a holding company, with its primary asset

being the shares of Vanerply.

As has previously been disclosed to this Honourable Court, the Atcon group of

companies were primarily in the business of providing construction services (road,

' The acquisition price of the OPI shares, using the average SEK-CDN$ exchange rate of 0.1534 for the week of
November 13-19, 2000, was approximately CDN$3.07 million.
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highway, bridge and dam construction), earth-moving services to mining and ore
extraction businesses, machining and fabrication services, forest product manufacturing
services and environmental remediation services, to third parties primarily located in
Canada. The Receiver understands that the business of Vanerply, as a manufacturer and
distributer of plywood, including flooring plywood, roofing plywood and drywall
plywood, for the domestic Swedish market as well as the export market, was a stand-
alone business located in Sweden that was not involved in the businesses carried on by

the other Atcon companies.

Vanerply operates a manufacturing facility in Otterbacken, Sweden that manufactures a
variety of different types of plywood varying in size, thickness, finish and treatment,
including product for flooring, roofing and drywall uses. The Otterbacken facility sits on
235 hectares of land in rural Sweden, and its factory and warehouse comprise

approximately 22,000 square meters of building area.

As of May 27, 2011, Vanerply employed approximately 166 employees, which was
comprised of 150 mill workers and 16 administrative staff. Vanerply’s employees are
employed pursuant to union contracts, with the mill workers’ union contract set to expire
on January 31, 2012, and the administrative staff’s union contract set to expire on March

31,2012. OPI has no employees, but has two members of its board of directors.

Capital Structure

‘14.

15.

As has been previously reported to this Honourable Court in the Twelfth Report of the
Receiver dated November 17, 2010 (“Twelfth Report™), the Receiver understands that
OPI is the owner of all of the issued and outstanding shares of Vanerply, and thus
Vanerply is a wholly-owned direct subsidiary of OPI. With respect to the capital
structure of OPI, as previously reported, the Receiver has been unable to locate the OPI
share register, notwithstanding the efforts of the Receiver and a number of other parties.

A copy of the Twelfth Report, without appendices, is attached hereto as Appendix “B”.

Based on the information and documentation available to the Receiver, it appears that

there are 2,000 issued and outstanding shares of OPI, all of which, according to the
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Swedish Companies Registrations Office, have been issued to Atcon Group.
Additionally, pursuant to the Order of Justice Riordon granted in these proceedings on
March 18, 2011, this Honourable Court has ordered and declared that Atcon Group is the
owner of all of the issued and outstanding shares of OPI. Attached hereto as Appendix

“C” is a copy of the Order dated March 18, 2011.

Corporate Governance

16.

17.

18.

19.

As reported in the Twelfth Report, following the Receiver’s appointment on March 1,
2010, the Receiver was contacted by representatives of Vanerply management and a
member of the OPI board of directors, along with representatives of Grant Thornton LLP
(“Grant Thornton™), OPI and Vanerply’s Swedish auditor, to discuss the status of Atcon
Group, being the ultimate parent company of OPI and Vanerply.

As is further detailed in the Twelfth Report, following consultations with the Bank and
the Province, being the stakeholders with the likely interest in Atcon Group’s ownership
of OPI and Vanerply, and with Grant Thornton and the boards of directors of OPI and
Vanerply and the management of Vanerply, the Receiver determined that it was
preferable for certain changes to occur on the boards of directors of OPI and Vanerply so
as to ensure that OPI and Vanerply had functioning and operating boards of directors that
were solely focused on preserving and enhancing the value of the Vanerply business and
were separate and apart from Atcon Group, this receivership proceeding, and the Atcon

CCAA proceeding that was underway at that time.

Since the corporate governance steps taken by the Receiver in March 2010, as detailed in
the Twelfth Report, there have been additional changes to the Vanerply board due to
voluntary resignations of certain board members. As a result of such resignétions,
additional directors have been added to the Vanerply board of directors. Such additions
were completed in consultation with the Bank, the Province, the board of directors of OPI

and Vanerply management.

The Receiver reports to this Honourable Court that it has had, and continues to have,

good communications with the directors of OPI and the management and board of
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directors of Vanerply concerning the operations of the business and ongoing sale efforts,

as described below.

OPI and Vanerply Sale Process

20.

21.

22.

23.

The Receiver understands that, as part of its restructuring plan, the Atcon group of
companies began in October 2009 to consider and to explore the prospect of the sale of
Vanerply through the disposition by Atcon Group of its shareholdings in OP1. With
respect thereto, on October 19, 2009, Atcon Holdings engaged Grant Thornton Sweden
AB (“GT Sweden”) to undertake a marketing and sale process for the sale of Vanerply as
a going concern. Attached hereto as Appendix “D” is a copy of the engagement letter

dated October 19, 2009.

As set out in the engagement letter, Atcon Holdings engaged GT Sweden to assist in and
act as a financial advisor with respect to the sale of the shares of Vanerply held by OPI.
The Receiver notes that GT Sweden is an affiliate of Grant Thornton, which served as the
Swedish auditors for OP1 and Vanerply and the Canadian auditors for the Atcon group of

companies.

The GT Sweden engagement letter contemplated five phases to the sale process, which

are as follows:

(a) preliminary sale activities (preparation of teaser and compilation of potential

buyers list);
(b) written business presentation (information memorandum);
() determination of and follow-up on short list of candidates;
(d)  presentation and sales process; and
(e implementation (i.e., negotiation, documentation and closing).

The Receiver understands that it was contemplated that GT Sweden would work closely
with the board and management of Atcon Holdings and Vanerply in completing its

financial advisory mandate.
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Following its appointment on March 1, 2010, the Receiver contacted GT Sweden to
obtain a report on the status of the Vanerply sale process. GT Sweden advised the
Receiver that phases (a), (b) and (c) listed above had been completed, and that there were
a number of qualified potential buyers engaged in phase (d) site visits and management

meetings in contemplation of submitting expressions of interest.

The Receiver was advised that GT Sweden, working with Vanerply management, had
identified and contacted 43 potential purchasers, based on its assessment of the market of
likely buyers of the Vanerply business. GT Sweden prepared a 37-page information
memorandum dated February 2010 that the Receiver understands was provided to
prospective purchasers. A copy of the information memorandum will be attached as an

appendix to the Supplemental Report.

The Receiver was advised by GT Sweden that it had issued letters to the interested
prospective purchasers who had completed site tours and conducted management
meetings and informed them that April 6, 2010 was the deadline for submission of
expressions of interest to acquire the shares of Vanerply held by OP1. On April 6, 2010,

GT Sweden received two qualifying expressions of interest.

Based on its discussions with GT Sweden regarding the sale process and its review of the
sale process documents, the Receiver concluded that GT Sweden, in accordance with the
terms of its engagement letter, was conducting a fair, reasonable and appropriate sale
process that had included a significant number of bona fide potential purchasers for the
Vanerply business. As a result, the Receiver determined that it was prudent and
reasonable for GT Sweden to continue the sale process initiated prior to the Receiver’s
appointment, given the costs and risks of starting a new sale process, including any

resultant delays.

In the spring of 2010, in connection with the GT Sweden sale process and the submission

of expressions of interest, representatives of the Receiver met with:

(a) Vanerply’s management and board of directors and Grant Thornton as auditors of

Vanerply;
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(b) GT Sweden, to review the expressions of interest received, discuss the sale
process generally, and discuss the electronic data room created by GT Sweden

with respect to Vanerply, to which the Receiver had access; and

© the two bidders in person to understand their respective interest in the Vanerply
business, to explain the sale process and the impact of the receivership of Atcon
Group, and to observe the ongoing due diligence being performed by these two

interested parties.

Throughout the period of these discussion and negotiations, the Receiver consulted with
representatives of the Bank and the Province concerning material developments and
decisions in order to consider the views of the stakeholders of Atcon Group with a likely

interest in any proceeds ultimately received for the shares of OPI held by Atcon Group.

Ongoing Review of Business and Options

30.

31.

During the course of the discussions and negotiations with potential purchasers, the
Receiver and the boards of directors of OPI and Vanerply determined that they required
additional detailed information concerning Vanerply and its supply and customer markets
so as to be better equipped in negotiations with potential purchasers and to determine the
parameters for Vanerply, as an alternative to a going concern sale, developing and
implementing a business plan for continued future operations. The additional
information sought by the Receiver and the boards of directors of OPI and Vanerply

included the following:

(@ an up-to-date analysis of the Vanerply business and its proposed future business

plan; and
(b) an up-to-date analysis of Vanerply’s industry and its regional environment.

As well, during the course of the negotiations it became apparent to the Receiver that a
number of issues were outstanding that needed to be considered prior to Vanerply being

in a position to complete a sale of its business on a going concern basis, including the
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proposed structure of any sale transaction (i.e. a share transaction vs. an asset

transaction).

As a result, in October 2010, the Receiver determined, after consultation with the Bank,
the Province, OPI and Vanerply, that it was appropriate to take a pause in the active
pursuit of the sale process, so that such additional relevant information could be gathered

and such issues considered.

In October 2010, following the Receiver’s consultation with the Bank, the Province, and
the board of directors of Vanerply, the Vanerply board of directors engaged Ernst &
Young AB (Sweden) (“E&Y Sweden”) to conduct a limited review of the business
affairs of Vanerply, so as to assist the Vanerply board and the Receiver in assessing the
financial position and future prospects of the Vanerply business. E&Y Sweden’s report
was issued to Vanerply on November 22, 2010. A description of the contents of the
report is set out in the Supplemental Report, and a copy of the report is attached as an

appendix thereto.

In addition, the Vanerply board engaged Timwood AB (“Timwood”), a consultant
specializing in, among other things, the plywood industry, to conduct an assessment of
Vanerply’s future market strategy and to advise on the log supply situation, which was a
critical factor in the operations and profitability of Vanerply. Timwood’s market and
éupply assessment was issued on November 26, 2010. A description of the contents of
the report is set out in the Supplemental Report, and a copy of the report is attached as an

appendix thereto.

Vanerply Sale Transaction

35.

Based on the matters identified in the two reports, Vanerply management formulated a
business plan and was in discussions with the Receiver, along with third parties,
regarding the ability of Vanerply to obtain capital and financing to implement certain
operational improvements designed to produce production efficiencies that would

improve profitability should a decision be made to continue on in business rather than
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selling the business to a third party. A copy of Vanerply’s business plan will be attached
as an appendix to the Supplemental Report.

However, in March 2011, Mr. Knape, the chairman of the board of Vanerply, advised the
Receiver that Vanerply had received a renewed and revised written offer to purchase the
majority of the assets of Vanerply from one of the potential buyers who had participated
extensively in the sale process in 2010, being Moelven Wood AB (“Moelven™), a
Norweigan company that the Receiver understands supplies a wide range of wood-based
products for trade and industry. As noted above, Moelven had stayed in touch with the
Receiver and Vanerply throughout the fall and winter 2010 and 2011, had already
conducted its due diligence earlier in the sale process, and was willing to rely on that

earlier due diligence in order to enable a timely closing of a sale transaction.

Since the receipt of the Moelven revised offer, the Receiver has consulted with the Bank
and the Province regarding the revised offer and the Vanerply business plan. The Bank
and the Province confirmed to the Receiver their views that Vanerply should resume

discussions with Moelven regarding a potential going concern sale transaction.

The Receiver understands that when the sale process was first conceived and began to be
implemented it was in the expectation that the transaction would take the form of a sale
of the shares of OPI or the shares of Vanerply, but, as with many sale processes, it was
also compatible with an en bloc asset sale transaction. Moelven had expressed a strong

preference for an asset sale transaction.

From the perspective of the Atcon Group receivership proceeding and the creditors of
Atcon Group, a sale of OPI shares would, if possible, be preferable, as it would see the
value of the equity in OPI paid directly to the Receiver for distribution to the creditors of
Atcon Group. The Receiver understands that in the context of an asset sale transaction,
steps can be taken to determine valid creditor claims at the Vanerply and OPI levels,
steps can be taken to deal with such creditor claims (including amounts owing to Atcon
Group or the Receiver) and steps can be taken for the distribution of the surplus to the
Receiver on account of Atcon Group’s debts due from Vanerply or OPI and its sole

shareholdings in OPI following a liquidation, or winding-up, of both OPI and Vanerply.
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As a result, Vanerply and its solicitors, in consultation with the Receiver and
Mannheimer Swartling Advokatbyrd AB, the Receiver’s Swedish counsel, among others,
have negotiated and entered into purchase agreements with Moelven for the sale of the
Vanerply business, being the Agreement of Purchase and Sale between Vanerply and
Startplattan 158421 AB, 556851-5026, pending name change to Moelven Vénerply AB, a
Moelven affiliate (the “Purchaser”) executed on May 23, 2011 (the “APS”) and the
Property Purchase Agreement between Vanerply and the Purchaser executed on May 23,
2011 for the sale of certain real property owned by Vanerply in Otterbacken, Sweden (the
“PPA”). Redacted copies of the APS and the PPA are attached hereto respectively as
Appendix “E” and “F”. Unredacted copies of the APS and PPA are attached as
appendices to the Supplemental Report.

Pursuant to the terms of the APS and the PPA, in the event this Honourable Court
approves the Vanerply Sale Transaction, which is a condition to the closing of the

transaction, the Purchaser will:

(@ acquire all business related assets of Vanerply, including the Vanerply plant at
Otterbécken (i.e. real estate, buildings, machinery, inventories, etc), except stock

and work in progress, free from encumbrances,;

(b) acquire all stock and work in progress as of the completion date of the transaction
for a purchase amount corresponding to the book value of such assets (according
to generally accepted accounting principles previously adopted by Vanerply), free

from encumbrances;

©) acquire certain prepaid assets as of the completion date of the transaction for a

purchase amount corresponding to the book value of the assets;
(d)  acquire all spare parts inventory; and

(e) assume liability for certain Vanerply’s debts attributable to the staff employed as
of the completion date of the transaction (such as provisions for their accrued
holiday pay claims, etc.), the amount of which shall be deducted from the

purchase price.
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The Receiver understands that the Purchaser intends to offer employment to all of the
current employees of Vanerply, including all unionized, non-unionized and managerial
employees, in the event the Vanerply Sale Transaction is completed. The Receiver
understands from Mr. Knape that the Ofterbdcken area has experienced difficult times
and that the Vanerply Sale Transaction, which will maintain employment for 166

employees, is extremely beneficial to the local economy.

The Receiver understands that, if completed, the Vanerply board estimates that the sale
will generate cash proceeds which, along with the remaining assets of Vanerply to be
collected and/or disposed of, will potentially result in property being available for
distribution to OPI, as shareholder of Vanerply, and Atcon Group, as shareholder of OPI,
following the wind-up, liquidation and/or dissolution of Vanerply and OPI and
satisfaction of Vanerply and OPI’s debts, liabilities and obligations to Atcon Group and

to third parties in accordance with Swedish law.

The Receiver understands that, during any liquidation process under Swedish law, it will
be open to the Receiver, on behalf of Atcon Group, to submit claims that Atcon Group
may have against Vanerply for unpaid management fess and capital advances. Other
creditors and stakeholders of Vanerply and OPI will also have the ability to submit their
alleged claims to any liquidator appointed over OPI and Vanerply for adjudication in the
event that the Vanerply Sale Transaction is approved by this Honourable Court and

completed.

The Receiver reports to this Honourable Court that Vanerply management, being Mr.
Persson as managing director, fully supports the completion of the Vanerply Sale
Transaction, and has provided to the Receiver a letter dated May 23, 2011 confirming
such support, a copy of which is attached hereto as Appendix “G”. Mr. Knape, as
chairman of OPI and Vanerply, and the Vanerply and OPI boards of directors also

support the completion of the Vanerply Sale Transaction,
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RECEIVER’S ANALYSIS AND RECOMMENDATIONS

46.

47.

48.

49,

50.

The Receiver is of the view that the Vanerply Sale Transaction represents a reasonable

realization on the assets and operations of Vanerply.

The Receiver has observed the process initiated by GT Sweden and more recently
continued by the Vanerply board in arriving at the proposed transaction and is of the view

that:

(@) GT Sweden and the Vanerply board and management have made a considerable

effort to achieve the best price for the Vanerply assets;

() the interests of all parties, including Vanerply’s local stakeholders (i.e. its
employees, suppliers and customers) and those of the Bank and the Province have
been appropriately considered and should benefit from the Vanerply Sale

Transaction; and

(©) the Vanerply Sale Transaction is the result of a fair, reasonable, and appropriate

sale process, with due care taken to maintain the integrity of the process.

The Bank and the Province have informed the Receiver that they support the Vanerply

Sale Transaction.

Vanerply has asked the Receiver, in its capacity as Receiver of Atcon Group, the ultimate
shareholder of Vanerply, to provide its consent to the contemplated transaction, which
itself is subject to the approval of this Honourable Court, such that Moelven could begin
to take the necessary steps to obtain Norwegian competition approval for the transaction.
With respect thereto, an extraordinary general meeting of OPI was held on May 23, 2011,
wherein the Receiver, on behalf of Atcon Group, consented to the Vanerply Sale
Transaction, such consent being subject to the approval of this Honourable Court.

Attached hereto as Appendix “H” is an executed copy of the minutes of the meeting,

For the reasons noted above, the Receiver recommends that this Honourable Court

approve the Vanerply Sale Transaction.
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ALL OF WHICH IS RESPECTFULLY SUBMITTED this 31* day of May, 2011

ERNST & YOUNG INC.

in its capacity as the Court-appointed
Receiver of the Respondents and not in its
personal or corporate capacity

By:

Paul D. Hickey, CA«CIRP
Senior Vice President
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