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ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.8.C, 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PROPOSED PLAN OF
COMPROMISE OR ARRANGEMENT WITH RESPECT TO
HOLLINGER INC,, 4322525 CANADA INC. AND SUGRA LIMTED

APPLICATION UNDER THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

SECOND REPORT OF THE MONITOR
AUGUST 31, 2007

I On August 1, 2007, Hollinger Inc. (“Hollinger”) and certain of its subsidiaries
(collectively the “Applicants”™) filed for and obtained protection from their creditors
under the Companies ' Creditors Arrangement Act, R.8 C. 1985, c. C-36, as amended (the
“CCAA™) pursuant to the Order of this Honourable Court dated August 1, 2007 (the
“Initial Order™). Pursuant to the Initial Order, Ernst & Young Inc. was appointed as the

monitor of the Applicants (the “Monitor”) in these CCAA proceedings.

PURPOSE

2. The purpose of this Second Report of the Monitor (the “Second Report”) is to advise this

Honourable Court with respect to the following:

(a) Order of August 31, 2007 and appendices reflecting an interim agreement as

to the first extension of the stay of proceedings;

(b} Updated Cash Flow Projection for the period September 1 to September 28,
2009; and

(c) Status of certain non-Applicant asset divestitures.



TERMS OF REFERENCE

3 In preparing this Report, the Monitor has relied upon unaudited financial information and
records of the Applicants and discussions with management of the Applicants. The
Monitor has not performed an audit or other verification of such information An
examination of the financial projection as outlined in the Canadian Institute of Chartered
Accountants (“CICA") Handbook has not been performed. Future oriented financial
information relied upon in this Report is based on management’s assumptions regarding
future events and actual results achieved will vary from this information and the

variations may be material.

4. Capitalized terms not defined in this Report are as defined in the Initial Order or the First
Report of the Monitor. All references to dollars are in Canadian currency unless

otherwise nofed.

STATUS OF AUGUST 29, 2007 MOTIONS AND APPLICANTS’ DISCUSSIONS WITH
STAKEHOLDERS

5. The Applicants sought a 60 day extension of the Stay Period. Certain stakeholders
sought to terminate or substantially limit these CCAA proceedings in their motions

returnable on August 29, 2007

6. On August 29, 2007, the motions were adjourned to August 31, 2007 and the stay of
proceedings with respect to the Applicants was extended until and including August 31,
2007,

7 The hearing of the motions was adjourned to provide an opportunity for the Applicants
and their stakeholders to see if they could reach an interim agreement yielding an
appropriate environment for negotiations leading to a global consensual resolution

between the Applicants and their key stakeholders

8. During the period August 29 to August 31, the Applicants and their stakeholders, with the

assistance of the Monitor, engaged in discussions that resulted in a consensual agreement



10.

-3-

among the Applicants and certain key stakeholders, including the Indenture Trustee, DK
and STMG (the “Settlement Term Sheet”) that forms the basis of the order extending the
existing stay of proceedings A primary component of the Settlement Term Sheet is a
standstill on any litigation or related proceedings involving the Applicants and their
stakeholders until September 21, 2007 (the “Standstill™).

The Settlement Term Sheet was approved by this Honourable Court by its order and
endorsement of August 31, 2007. The Stay Period has been extended to and including
September 28, 2007,

The August 31, 2007 order is attached as Appendix A.

CASH FLOW AND INFORMATION PACKAGE

11

3.

The Monitor has been advised by the Applicants that they acknowledge the stakeholders’
requests for detailed, ongoing financial information. The Applicants appear to be making

progress, with limited resources, to accommodate these requests.

Pursuant to the terms of the August 31, 2007 order the Monitor will deliver to the Service
List the Applicants’ revised cash flow projection (the “September 1 Projection”) which
reflects the Standstill and the Applicants’ cash conservation initiatives along with certain

supporting information regarding the September 1 Projection.
Accordingly, the Monitor attaches to this Second Report the following:

» Appendix B — September 1 Projection including the underlying assumptions for the
period September 1, 2007 to September 28, 2007;

» Appendix C — Consolidated Weekly Cash Flow Variance Analysis for the Applicants
for the two week period ended August 24, 2007 as compared to same period of the
August 24 Projection included in the Monitor’s First Report;

» Appendix D — Summary of Legal Accruals as of August 31, 2007 including both
invoiced and unbilled time relating to legal expenses and a breakdown between pre
CCAA filing and post CCAA filing amounts;



o4

s Appendix E ~ Revised schedule to the August 28, 2007 letter from the Monitor's
counsel to the Service List regarding legal fee information which presents the

monthly run rate for legal costs used in the September 1 Projection.
» Appendix F ~ Listing of Retainers

The Settlement Term Sheet contemplates that the newly-appointed directors of STMG
may require the advice of independent counsel. This cost will be indemnified by the
Applicants, The amount will depend upon factors which cannot be predicted at this time.

No provision has been made for such costs in the September 1 Projection.

STATUS OF CERTAIN NON-APPLICANT ASSET DIVESTITURES

I3

16.

17

18.

As indicated in the Monitor’s First Report, Holcay and Hollinger entered into a share

repurchase agreement with CFP (“SPA™) on August 9, 2007.

Pursuant to the SPA, the transaction was to close August 30, 2007 subject to the

purchaser arranging financing.

The Applicants have indicated that the closing date of the transaction has been extended
for 7 days by the purchaser as a result of its financing not being concluded. The
September 1 Projection assumes that the proceeds will not be received until October 2007

to be conservative.

The aggregate proceeds from the sale of shares and Holcay’s share of CFP’s dividend

will be approximately $5 5 million.

ALL OF WHICH IS RESPECTFULLY SUBMITTED BY:

ERNST & YOUNG INC.

In its capacity as Court Appointed
Monitor of Hollinger Inc. and certain of its affiliates

Per

Brian Denega

Senior Vice President
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Court File No. 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE ) FRIDAY, THE 317
)
MR. JUSTICE COLIN CAMPBELL } DAY OF AUGUST, 2007

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.5.C 1985,
c. C-36, AS AMENDED

AND IN THE MATTER OF A PROPOSED PLAN OR COMPROMISE OR ARRANGEMENT
WITH RESPECT TO HOLLINGER INC., 4322525 CANADA INC. AND SUGRA
LIMITED

Applicants

ORDER
THIS MOTION, made by the Applicants for an Order extending the Stay Period
defined in the Order of the Honourable M. Justice Moraweiz dated August 1, 2007 (the “Initial
Order”) and come back motions brought by Sun-Times Media Group, Inc. (“STMG”), Davidson
Kempner Capital Management LLC (“DK"), the Indenture Trustees, HSBC Bank USA, National
Association and Delaware Trust Company, National Association (the “Trustees™) for various

relief, were heard this day at 330 University Avenue, Toronto, Ontario

ON READING the motion materials and the First Report of the Monitor and upon the

consent of all parties appearing,



1. THIS COURT ORDERS that the time for service of this notice of motion is hereby
abridged so that the motion is properly returnable today, and further, that any requirement for

service of the Notice of Motion on any party not served is hereby dispensed with

2 THIS COURT ORDERS that all capitalized terms not herein defined shall have the

meanings set out in the Initial Order.

3. THIS COURT ORDERS that the motions of the Applicants, STMG, DK and the

Trustees originally returnable on August 29, 2007 are hereby adjourned to September 26, 2007

4. THIS COURT ORDERS all rights and positions of all parties existing as of August 29,

2007, including come-back rights, are preserved to the hearing of the motions on September 26,

2007.

5. THIS COURT ORDERS that the Stay Period in the Initial Order with respect to the

Applicants is hereby extended to and including September 28, 2007.

6 THIS COURT ORDERS that the Applicants, STMG, DK, the Trustees and all other

parties interested in these proceedings shall comply with the provisions set out in the term sheets

{ M/VM/)WW

CTrom, Reqistron

attached as Appendix “A” and “B” to this Order.
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APPENDIX A’

Hollinger Inc, CCAA Proceedings Settlement Term Sheet
For motions returnable August 29, 2007

All settlement negotiations commencing August 29, 2007 and during the Interim
Period (as defined below) involving all parties to these proceedings, court assisted
or otherwise, are acknowledged to be without prejudice and confidential. The
negotiations are not to be disclosed or relied upon in any proceeding(s).

The August 29, 2007 motions are adjourned to September 26, 2007. All rights
and positions of all parties existing as of August 29, 2007, including come-back
rights, are preserved to the hearing of the motions on September 26, 2007.

Stay extension on consent to September 28, 2007.

The Parties (being DK, Indenture Trustees, STMG, the Applicanis) and the
CCAA Monitor ("Monitor") to attempt pgood faith seftlement negotiations
including with the assistance of Morawetz J. on September 10-11, 2007, Dates
and parties subject to confirmation by Morawetz J.

Standstill on litigation proceedings against the Applicants in Canada and the
United States from August 29, 2007 to 5 p.m. Friday, September 21, 2007 (the
"Standstill Period"), unless standstill ended on consent of the Applicants. No
steps to be taken in either the Canadian or U S. insolvency proceedings before 5
p.m. on Friday, September 21" (The class action/insurance settlement; the partial
lift stay with respect to OSC and/or SEC proceedings and advice and directions
necessary with respect to the interpretation and implementation of this agreement
are excluded from the standstill).

The consent of the Indenture Trustees to the Standstill Period shall not be used
against it by any of the Parties. Judge Walsh has adjourned the August 30, 2007
statug conference to September 4, 2007 at 4 pm. The scheduling of the adequate
protection motion will be addressed orally with Judge Welsh on Tuesday, with
counsel making submissions as to the time required following the expiry of the
standstill for preparation, etc. Whatever period of time Judge Walsh determines
to be reasonable for the hearing of the motion following the expiry of the
Standstill Period will be accepted by all parties. The Applicants agree (and the
Indenture Trustees accept) that the Applicants’ counsel will not be preparing or
incurring expenses during the Standstill Period to prepare for the motion.

During the period August 29, 2007-September 28, 2007 (the “Interim Period”)
subject to any further order of the court made on September 26, 2007:

a. Monitor will deliver updated cash flows/disclosure of retainers/accrued
and unbilled legal fees/pre-filing component by end of week of August
3151;



APPENDIX “A”

. Monitor will deliver “waterfal]” report, including Subsidiaries (as defined
below), by September 7, 2007,

Monitor to deliver weekly reporting on variances to August 31 cashflow;

. Applicants to deliver and Monitor to confirm delivery of written
instructions confirming oral instructions to litigation counsel to stand
down (subject to necessary preservation steps/subject to (£} below);

_ No new retainers/mandates to litigation counsel without Monitor consent,

Applicants shall make no payments for work done after instructions to
cease work unless approved by the Monitor;

. Applicants to receive and deliver to Monitor weekly reporting from all
counsel re: WIP/AR,

- Applicants shall make no payment of legal fees incurred pre-filing (net of
retainers) without court order; and

Applicants to make best efforts to maintain status quo with non-Applicant
subsidiaries (10 Toronto/Domgroup/Holcay) (“Subsidiaries™) including
the following:

i. No payments made by Subsidiaries out of the ordinary course;

i Legal fees of Subsidiaries to be curtailed as much as possible/only
in the ordinary course for necessary steps including any litigation
defence (including in respect of the motion currently scheduled for
September 26, 2007 subject to an adjournment to October 4, 2007
or thereafter, regarding a claim by the administrator of the pension
plan regarding 10 Toronto Street Inc);

iii. No new encumbrances of Subsidiaries; and

iv. Payments to Applicants from Subsidiaries to be consistent with
August 31, 2007 cashflows.



APPENDIX "B”

Voting of Shares: During the Standstill Period, each of Hollinger Inc. and 4322525
Canada Inc. (collectively, “Hollinger”) agrees not to exercise its right to vote (or act by
written consent) with respect to any shares of common stock of Sun-Times Media Group,
Inc. (“STMG™) beneficially owned by Hollinger provided STMG has not teken any
actions, directly or indirectly, inconsistent with the Stockholder Written Consent in Lieu
of Meeting of Hollinger, dated July 31, 2007, or has not otherwise interfered with
Hollinger’s changes to the STMG Board, including, without limitation, by amending the
bylaws of STMG. Nothing herein shall prejudice the rights of the secured noteholders
and the indenture trustees under the security agreement and the trust indenture including,
without limitation, any argument denying the rights of Hollinger to vote such shares.

Board of Directors: During the Standstill Perind, each of Wesley Voorheis, William
Aziz and Edward Hannah (the “Hollinger Directors”) agree not to atiend any meeting of
the STMG Board of Directors or any committee thereof Except for the Special
Committee of the STMG Board (provided the mandate of the Special Committee is not
expanded during the Standstill Period), STMG agrees to provide an agenda to the
Hollinger Directors with advance notice of each such meeting reflecting the matters to be
discussed or acted upon at such meeting If such Hollinger Director, after receipt of 2
written opinion by independent legal counsel, has determined in good faith that attending
the meeting of the STMG Board of Directors or any committee thereof and/or voting with
respect to any matter is required by his fiduciary duties under applicable law to STMG
stockholders other than solely Hollinger, then they shall each be entitled to attend such
meeting and/or vote. Duwring the Standstill Period, with the exception of the Special
Committee (provided the mandate of the Special Committee is not expanded during the
Standstill Period), STMG agrees that (1) no corporate action shall be taken at a meeting
of the STMG Board of Directors other than with respect to the matters reflected on the
agenda for such meeting and (2) any corporate actions purported to be taken at a meeting
of the STMG Board of Directors other than matters reflected on the agenda for such
meeting shall be void and of no effect

Hollinger expressly acknowledges and agrees that it has requested the Hollinger
Directors make such agreement in connection with the standstill arrangements forming
part of this agreement to negotiate, and agrees (o waive any claims it might otherwise
have (as shareholder of STMG) egainst the Hollinger Directors for breach of fiduciary
duties as a result of not attending or voting at any such meetings of STMG during the
Standstill Period

STMG expressly acknowledges and agrees that it has requested the Hollinger Directors
make such agreement in connection with the standstill arrangements forming part of this
agreement to negotiate, and agrees to waive any claims it might otherwise have against
the Hollinger Directors for breach of fiduciary duties as a result of not attending or voting
at any such meetings of STMG during the Standstill Period

No Actions: During the Standstill Period STMG will not commence any action or take
any proceedings against the Hollinger Directors, Brent Baird, Albrecht Bellstedt or Peter
Dey.



APPENDIX “B"

Delay Not to be Held as Prejudicial: Forbearance from taking action by the Hollinger
Directors during the Standstill Period will not be used or held against them in relation to
any steps or action they may thereafier seek to take in respect of STMG, including
without limitation, causing a strategic process to be implemented in relation to STMG.




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

AND IN THE MATTER OF A PROPOSED PLAN OF COMPROMISE OR ARRANGEMENT WITH RESPECT TO HOLLINGER INC,,

4332525 CANADA INC. AND SUGRA LIMITED
Court File No. 07-CL-7

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

PROCEEDING COMMENCED AT
TORONTO

ORDER

LENCZNER SLAGHT ROYCE
SMITH GRIFFIN LLP

Barristers

Suite 2600

130 Adelaide Street West

Toronto, Ontario

MS5H 3P5

Peter H. Griffin (19527Q) 865-2921
Momique J. Jilesen (43092W) 865-2926
Tel: {416) 865-9500

Fax: (416) 865-5010

Selicitors for the respondent
Emst & Young Inc.
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Appendix C

Hollinger inc., 4322525 Canada Inc. and Sugra Limited, (collectively the "Applicants”)
Consoldated Weekly Cash Flow Varlance Analysis

Projected Results  Actual Results for
for the Two Weeks the Two Weeks

Ended Ended Varlance
Friday Friday
31-Aug 31-Aug
C38 000s Notes
Opening Cash, ex. Funds In Trusts 1,074 1,674 -
Receipts
Dividends . . .
intergst income - .
Other - - -
Intercompany Accounts Receivable 2.027 arn {1.156) 1
Total receipts 2,027 871 {1,156}
Disbursements
Payroll & Benefits {17 - 17 2
Directors Fees and Insurance (38) (38) (©)
l.egel Fees (including retainers) {1.417) {778} 838 3
Chapter 15 Legat Fees (U5} (492} - 492 3
CCAA Legal Fees (Canada) {723} - 723 3
CCAA Monitor Fees (225) - 225 3
Contractor Fees - (2) 9
Advisors {162) (187) {38)
Interest on Senior Secured Notes - - -
Operating Costs related o building - .
Taxes - - -
Other 2n {15} 12
Totai Dishursements {3,100} {1,038) 2,062
Change in cash {1,074} (167} 807
Closing cash, ex. Funds In Trusts “ 807 967

1) Aclual receipts from Intercompany were less than projecied due to lower than anlicipated disbursements which
reduced the need to collect intereompany receivables from 10 Toronto Street inc

2) The Appticants did not reimburse certain retated companies for bullding and employee costs during the period,
which represent a timing difference  These amounts will be relmbursed in & subsequent period

3) Actual disbursements for fegal and restructuring costs were lower than projected A portion of the difference
represents a timing difference from the projection, which is expected to reverse in the near term

Unaudited - Prepared from information provided by the Applicants
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Hollinger Inc.

Retainers

ThorntonGroutFinnigan LLP

Ernst & Young Inc /LSRSG

Morris, Nichols, Arsht & Tunnell LLP
Weil Gotshal & Manges LLP

Cody Ford

Cdn
Cdn
US
LS

us

Qutstanding
Retainers As At
August 31, 2007

3 100,000
$ 150,000
$ 50,000
§ 100,000
$ 15,000

Appendix F



