Court File No. 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES CREDITORS
ARRANGEMENT ACT, R.S.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 LIMITED

Applicants

SUPPLEMENTARY MOTION RECORD OF THE APPLICANTS
for Settlement Approval and Related Motions
(returnable April 19, 2012)

March 7, 2012 Thornton Grout Finnigan LLP
Barristers and Solicitors
100 Wellington Street West
Suite 3200
Toronto, Ontario
MS5K 1K7

Michael Barrack (LSUC# 21941W)
Megan Keenberg (LSUC# 53735G)
Tel:  416-304-1616
Fax: 416-304-1313

Lawyers for the Applicants



TO: TOUGH & PODREBARACLLP
Suite 300, 166 Pearl Street
Toronto ON MS5H 1L3

Kathryn Podrebarac
Tel:  (416) 348-7502
Fax: (416)348-7505
Email: KPodrebaractoughcounsel.com

Lawyers for Ralph M. Barford

AND TO: HEENAN BLAIKIE LLP
Bay Adelaide Centre
P.O. Box 2500
333 Bay Street, Suite 2900
Toronto, ON MSH 2T4

Kenneth D. Kraft

Tel:  (416) 643-6822
Fax: (416)360-8425
Email: kkraft@heenan.ca

Stanley Freedman
Tel:  (416) 643.6886
Fax: (416)360-8425

Email: sfreedman@heenan.ca

Lawyers for Conrad Black and Conrad Black Capital Corporation

AND TO: LERNERSLLP
130 Adelaide Street West
Suite 2400, P.O. Box 95
Toronto ON MSH 3P5

Earl Cherniak

Tel:  (416) 601-2350

Fax: (416) 867-2416
Email: echerniak@lerners.ca

Lisa Munro

Tel:  (416) 601-2360
Fax: (416) 867-2416
Email Imunro@lerners.ca

Jason Squire
Tel:  (416) 601-2369



Fax: (416) 864-2404
Email: jsquire(@lerners.ca

Co-lawyers for Conrad Black and Conrad Black Capital Corporation

AND TO: NATHANSON, SCHACHTER & THOMPSON LLP
900 Howe Street
Suite 750
Vancouver BC V6Z 2M4

Irwin G. Nathanson, Q.C.
Email: inathanson(@nst.bc.ca

Geoffrey Gomery
Email: ggomery@nst.bc.ca

Tel:  (604) 662-8840
Fax:  (604) 684-1598

Solicitors for F. David Radler

DEWART GLEASON LLP
366 Adelaide Street West
Suite 102

Toronto, Ontario

M5V IR9

Sean Dewart

Tel:  (416) 583-5755
Fax: (416)971-8001
Email: sdewart@dgllp.ca

As agents for Nathanson Schachter

ANDTO: GLAHOLTLLP
Barristers and Solicitors
Suite 800
141 Adelaide Street West
Toronto, ON MS5H 3L5

Peter-Paul E. DuVernet, Esq.
Tel: (416) 368-8280

Fax: (416) 368-3467

Email: ped@glaholt.com

Lawyers for Crystalline Investments Limited and Burnac Leaseholds Limited



AND TO:

AND TO:

AND TO:

MINDEN GROSS LLP
145 King Street West, Suite 2200
Toronto, ON MS5H 4G2

Raymond M. Slatfery
Tel:  (416) 369-4149
Fax: (416) 864-9223
Email: rslattery@mindengross.com

Lawyers for Barbara Amiel-Black

CHAITONS LLP
5000 Yonge Street, 10th Floor
Toronto, ON M2N 7E9

George Benchetrit

Tel: (416)218-1141

Fax: (416)218-1841

Email: George@chaitons.com

Lawyers for HSBC Bank USA, National Association (“HSBC”), as trustee under
the Indenture, dated as of September 30, 2004, among Hollinger Inc., Ravelston
Management Inc., 504468 N.B. Inc. (now known as 4322525 Canada Inc), The
Ravelston Corporation Limited, Sugra Limited and HSBC, as trustee

Lawyers for Wells Fargo Delaware Trust Company, National Association (as
successor by merger to Delaware Trust Company, National Association, formerly
known as Wachovia Trust Company, National Association (“Wells Fargo™)), as
trustee under the Indenture, dated as of March 10, 2003 (as supplemented), among
Hollinger Inc., Ravelston Management Inc., 504468 N.B. Inc. (now known as
4322525 Canada Inc.), The Ravelston Corporation Limited, Sugra Limited and

Wells Fargo, as Trustee

PETER G. WHITE
(mailing address, not courier)
P.O. Box 3691

Knowlton, QC JOE 1V0

(courier address, not mailing)
349 Lakeside Road
Knowlton, QC JOE 1V0

Tel:  (450) 242-1260
Email: white.peterg{@gmail.com



AND TO: BELLMORE & MOORE
Barristers & Solicitors
393 University Avenue
Suite 1600, Toronto, ON M5G 1E6

David C. Moore

Tel:  (416) 581-1818 (ext.222)
Fax: (416) 581-1279

Email: david@bellmore.ca

Lawyers for Catalyst Fund General Partner I Inc.
AND TO: PETER ATKINSON

Tel:  (905) 845-9823
Email: pyatkinson9(@hotmail.com

AND TO: WEIRFOULDS LLP
The Exchange Tower
1600 — 130 King Street West
P.O. Box 480
Toronto ON M5X 1J5

Paul Guy

Tel:  (416) 947-5045

Fax: (416)365-1876

Email: PGUY@weirfoulds.com

Lawyers for Daniel Colson

AND TO: KOSKIE MINSKY LLP
20 Queen Street West, Suite 200, Box 52
Toronto, ON M5H 3R3

Andrew Hatnay

Tel:  (416) 595-2083
Fax: (416)204-2872
Email: ahatnay@kmlaw.ca

Andrea McKinnon

Tel:  (416) 595-2150

Fax: (416)204-2874
Email: amckinnon@kmlaw.ca

Representative Counsel to Retirees and Disabled Employees of Domgroup Ltd.



-5-

AND TO: DAVIES WARD PHILLIPS & VINEBERG LLP
44th Floor, 1 First Canadian Place
Toronto, ON M5X 1B1

Sandra A. Forbes

Tel:  (416) 863-5574
Fax: (416) 863-0871
Email: sforbes@dwpv.com

Sarah Weingarten

Tel: (416) 367-6906

Fax: (416) 863-0871

Email: sweingarten@dwpv.com

Lawyers for Maureen J. Sabia, Douglas G. Bassett, Allan E. Gotlieb, Fredrik S.
Eaton and Henry H. Ketcham III, all former directors of Hollinger Inc.

AND TO: BORDEN LADNER GERVAISLLP
Scotia Plaza
40 King Street West
Toronte ON M5H 3Y4

Ronald Foerster

Tel: (416) 367-6192

Fax: (416)361-7055

Email: rfoerster@blgcanada.com

Lawyers for Torys LLP

AND TO: FRASER MILNER CASGRAIN LLP
77 King Street West
Suite 400
Toronto-Dominion Centre
Toronto, Ontario

M35K OAl

J.L. McDougall, Q.C
Tel:  (416) 863-4624
Fax: (416) 863-4592
Email: john lorn.mcdougall@fmc-law.com

Norman J. Emblem

Tel:  (416) 863-4487

Fax: (416) 863-4592

Email: norm.emblem@fmec-law.com



Lawyers for KPMG LLP

AND TO: LAX O’SULLIVAN SCOTT LISUS LLP
1920-145 King Street West
Toronto, Ontario M5H 1J8

Charles I. Scott

Tel:  (416) 646 7997

Fax: (416)598 3730

Email: cscott@counsel-toronto.com

Daniel Naymark

Tel:  (416) 598-1744

Fax: (416)598-3730

Email: dnaymark(@counsel-toronfo.com

Lawyers for Charles G. Cowan

AND TO: HARRY BURKMAN
1 First Canadian Place
Suite 2510, P.O. Box 129
Toronto, ON MS5X 1A4

Tel:  (416) 364-3831
Fax: (416) 364-3832
Email: hburkman@burkman.com

Lawyers for Argus Corporation Limited {on behalf of itself and its subsidiaries
509643 N.B. Inc., 509644 N.B. Inc., 509645 N.B. Inc., 509646 N.B. Inc. and
509647 N.B. Inc.)

AND TO: DAVIDSON KEMPNER CAPITAL MANAGEMENT LLC
65 East 55th Street, 19th Floor
New York, NY 10022

Ephraim Diamond
Tel:  (646)282-5841
Fax: (646) 924-0405

Email: ediamond@dkpartners.com

AND TO: STOCKWOODS LLP
Royal Trust Tower
77 King Street West
Suite 4130, P.O. Box 140
Toronto-Dominion Centre
Toronto, ON MS5K 1H1



AND TO:

AND TO:

Paul Le Vay

Tel:  (416) 593-2493

Fax: (416) 593-9345

Email: paullv@stockwoods.ca

Luisa Ritacca

Tel:  (416) 593-2492

Fax: (416) 593-9345
Email: luisar@stockwoods.ca

Lawyers for R. Donald Fullerton and Canadian Imperial Bank of Commerce

MCCARTHY TETRAULT LLP
Box 48, Suite 5300

Toronto Deminion Bank Tower
Toronto, ON MS5K 1E6

Paul Steep

Tel:  (416) 601-7998
Fax: (416) 868-0673
Email: psteep@meccarthy.ca

Bryn E. Gray
Tel:  (416)-601-7522
Fax: (416) 868-0673

Email: begray@mccarthy.ca
Lawyers for TD Bank Financial Group

LENCZNER SLLAGHT ROYCE SMITH GRIFFIN
130 Adelaide Street West

Toronto, Ontario

MS5H 3P5

Peter Griffin

Tel: (416) 865-2921

Fax: (416) 865-9010
Email: pgriffin@litigate.com.

Matthew Lerner

Tel:  (416) 865-2940

Fax: (416) 865-9010
Email: mlerner@litigate.com

Solicitors for Emst & Young Inc., Monitor



AND TO:

ERNST & YOUNG INC.
Ermst & Young Tower
P.O. Box 251

Toronto Dominion Centre
222 Bay Street

Toronto, Ontario M5K 17

Brian Denega

Tel:  (416) 943-3058

Fax: (416) 943-3300

Email: brian.denega@ca.ey.com

Christopher Mediratta

Tel:  (416) 941-1769

Fax: (416) 943-3300

Email: christopher.mediratta@ca.ey.com




INDEX




TAB

m o o w »

10.

11.

12.

13.

INDEX

DOCUMENT
Initial Order of Mr. Justice Morawetz dated August 1, 2007

Order of Mr. Justice Campbell dated May 21, 2008 (re Approval of Multi-Party
Settlement and Cost Reduction/Asset Enhancement Program)

Notice of Motion re Service and Notice Procedure dated November 1, 2010

Draft Service and Notice Procedure Order

Affidavit of William E. Aziz, sworn November 1, 2010

Release and Settlement Agreement dated March 26, 2010 (redacted)

Press Release dated July 15, 2010: “Settlement of Claims Against Torys LLP”
Release and Settlement Agreement dated October 1, 2010

Press Release dated October 6, 2010: “Settlement of Claims Against KPMG LLP”
Draft Notice Concerning Hollinger Inc., 4322525 Canada Inc. and Sugra Limited
Supplemental Affidavit of William E. Aziz, sworn November 5, 2010

Order of Justice Campbell re Sealing and Confidentiality Agreement Approval,
February 25, 2011

Reasons of Justice Campbell re Sealing and Confidentiality Agreement Approval
February 22, 2011

Report of John D. Ground (retired justice) in his capacity as Litigation Trustee of the
Applicants dated March 31, 2011

Affidavit of William E. Aziz, sworn March 31, 2011

Order of Justice Campbell re OQutside Directors Sealing, Service and Notice,
December 8§, 2011

Transcript of the Cross-Examination of William E. Aziz on February 8, 2012

Answers to Questions Taken Under Advisement on the Cross-Examination of
William E. Aziz dated February 17, 2012

Answers to Questions for John D. Ground, Q.C. dated February 17, 2012



TAB DOCUMENT

A Seventeenth Report of the Monitor dated April 8, 2011



TAB 1




EST QUE GE
<31 1S T0 CERTIFY THAT THIS %,%E&ﬂ%i?’rf#&: GHACUNE
DUCUMERT, EACH PAGE OF DES PAGES EST REVETUE DIl
WRIGH S STAMPED WITH THE 1 DE LA GOUR SUPERIEURE
‘é’gﬁ OF THE SUPERIOR COURT ggfﬁsmg A TORQNTO, EST UNE
-E JUSTICE AT TORONTO, IS A ONFORME DU DOCUMENT

E DOGUMENT  GOPIE G DANS CE BUREAU . )
Eﬁ"ﬁ&cﬁuﬁ?ﬁgﬁmcs [ g-]l CONSERY " E o . .
DAIEQ AT TORONTO TS _L_ BAEY Court File No, O+-Ct-Ha o

FAA THRONTO LE JOUR D
@@vv\; S
e

ONTARIO

SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
IGYOURABLE MR, ) WEDNESDAY, THE 15"
o r;\,’
Py -f}‘;:;;;;{"j _ )
STICE MORAWET ) DAY OF AUGUST, 2007

IN THE MATTER OF THE COMPANIES' CREDIT ORS
ARRANGEMENT ACT, R.S.C. 1983, . C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF HOLLINGER INC., 4322525 CANADA INC.
AND SUGRA LIMITED (the "Applicants")

INITIAL ORDER

THIS APPLICATION, made by the Applicants, pursuant to the Companies’
Creditors Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the "CCAA") was heard this
day at 393 University Avenue, Toronto, Ontario.

ON READING the Notice of Application, the Affidavit of G. Wesley Voorheis sworn
July 31, 2007 and the Exhibits thereto, on hearing the submissions of counsel for the
Applicants and on reading the consent of Ernst & Young Ine. to act as the Monitor, and upon
being advised thar counsel for Sun-Times Media Group, Inc. ("STMG™} and Davidson

Kempner Partners have recejved very short notice of the commencement of this proceeding,

SERVICE

-

I. THIS COURT ORDERS that the time for service of the Notice of Application and

the Application Record is hereby abridged so that this Application is properly returnable today
. and hereby dispenses with further service thereof.



APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicants are companies to
which the CCAA applies.

PLAN OF ARRANGEMENT
3. THIS COURT ORDERS that the Applicants shall have the authority to file and may,

subject to further order of this Court, file with this Court a plan of compromise or arrangement
(hereinafter referred to as the "Plan"} between, inter alia, the Applicants and one or more

classes of their secured and/or unsecured creditors as they deem appropriate.

POSSESSION OF PROPERTY AND OPERATIONS
4. THES COURT ORDERS that the Applicants shall remain in possession and control

of their current and future assets, undertakings and properties of every nature and kind
whatsoever, and wherever situate, including all proceeds thereof (the "Property”). Subject to
further Order of this Court, the Applicants shall continue to carry on business in a manner
consistent with the preservation of their businesses (the "Business"} and Property. The
Applicants shall be authorized and empowered fo continue to retain and employ the
employees, consultants, agents, experts, accountants, counsel and such other persons
(collectively "Advisors") currently retained or employed by them, with liberty to retain such
further Advisors as they deem reasonably necessary or desirable in the ordinary course of

business or for the carrying out of the terms of this Order.

5. THIS COURT ORDERS that the Applicants shall be entitled but not required to pay

the following expenses whether incurred prior to or after this Order:

(@)  all outstanding and future wages, compensation, salaries, employee and pension
benefits, vacation pay, retention or similar bonuses or payments, and expenses
payable on or after the date of this Order, in each case incurred in the ordinary
course of business and cousistent with existing compensation policies,

arrangements and agreements;



()  the fees and disbursements of any Advisors retained or engaged by the Appli;:ahts
in respect of these proceedings or otherwise, at their standard rates and charges;
and

()  the fees and disbursements of the Inspector appointed pursuant to an Order dated
October 14, 2004 and amended October 26, 2004 under the Canada Business
Corporations Act (Canada) in Action No. 04-CL-544] in the Ontario Superior
Court of Justice, Commercial List (the "Inspector Action"), the Inspector's
counsel and any other service providers previously retained by the Inspector, at

their standard rates and charges.

6. THIS COURT ORDERS that, except as otherwise provided to the contrary herein,
the Applicants shall be entitled but not required to pay all reasonable expenses incurred by the
Applicants in carrying on the Business in the ordinary course after this Order, and in carrying

out the provisions of this Order, which expenses shall include, without limitation:

(a) all expenses reasonably necessary for the preservation of the Property or the
Business including, without limitation, payments on account of insurance

g pay
(including directors and officers insurance), maintenance and security services;

and

(b)  payment for goods or services actually supplied to the Applicants following the
date of this Order.

7. THIS COURT ORDERS that the Applicants shall remit, in accordance with legal

requirements, or pay:

(a) any statutory deemed trust amounts in favour 6f the Crown in right of Canada or
of any province thereof or any other taxation authority which are required to be
deducted from employees' wages, including, without limitation, amounts in
respect of (i) employment insurance, (ii) Canada Pension Plan, and (iii) income

taxes;



®)

()

all goods and services or other applicable sales taxes (collectively, "Sales Taxes")

required to be remitted by the Applicant in connection with the sale of goods and

. services by the Apphcant but only where such Sales Taxes are accrued or

collected after the date of this Order, or where such Sales Taxes were accrued or
collected prior to the date of this Order but not required to be remitted until on or
after the date of this Order, and

any amount payable to the Crown in right of Canada, any Province thereof or any
political subdivision thereof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitled at law to be paid in priority to claims of secured
creditors and which are attributable to or in respect of the carrying on of the

Business by the Applicants,

8.  THIS COURT ORDERS that, except as specifi ically permitted herein, the Applicants
are hereby directed, until further Order of this Court: (a) to make no payments of prmcxpal

interest thereon or otherwise on account of amounts owing by the Applicants to any of their

creditors as of this date; (b) to grant no security interests, trust, liens, charges or encumbrances

upon or in respect of any of the Property; and (c) to not grant credit or incur liabilities except

in the ordinary course of the Business.

RESTRUCTURING
9. THIS COURT ORDERS that the Applicants shail have the right to:

(a)

(b

-permanently or temporarily cease, downsize or shut down any of their business or

operations and to dispose of redundant or non-material assets not exceeding

$2,000,000 in any one transaction or $5,000,000 in the aggregate;

terminate the employment of such of their employees or temporarily lay off such
of their employees as they deems appropriate on such terms as may be agreed
upon between the Applicants and such employee, or failing such agreement, to

deal with the consequences thereof in the Plan;
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{c}  repudiate such of thejr arrangements or agreements of 'any nature whatsoever,
whether oral or written, as the Applicants deem appropriate on such terms as may -
be agreed upon between the Applicants and such counterparties, or failing such

agreement, to deal with the consequences thereof in the Plan; and

(d)  pursuve all avenues of refinancing and offers for material parts of its Business or
Property, in whole or part, subject to prior approval of -this Court being obtained
before any material refinancing or any sale (except as permitted by subparagraph
(a) and (b), above),

all of the foregoing to permit the Applicants to proceed with an orderly restructuring of the
Business (the "Restructuring").

NO PROCEEDINGS AGAINST THE APPLICANTS OR THE PROPERTY
10. . THIS COURT ORDERS that until and including August 30, 2007, or such later date

as this Court may order (the "Stay Period"), no proceeding or enforcement process in any
court or tribunal (each, a "Proceeding") shall be commenced or continued against or in
respect of the Applicants or the Monitor, or affecting the Business or the Property, except with
the written consent of the Applicants and the Monitor, or with leave of this Court, and any and
all Proceedings currently under way against or in respect of the Applicants or affecting the
Business or the Property are hereby stayed and suspended pending further Order of this Couyrt.

NO EXERCISE OF RIGHTS OR REMEDIES
11, THIS COURT ORDERS that during the Stay Period, all rights and remedies of any

individual, trustee, collateral agent, firm, corporation, governmental body or agency, or any
other entities (all of the foregoing, collectively being "Persons" and each being a "Person")
against or in respect of the Applicants or the Monitor, or affecting the Business or the
Property, are hereby stayed and suspended except with the written consent of the Applicants
and the Monitor, or leave of this Court, provided that nothing in this Order shall (i) empower
the Applicants to carry on any business which the Applicants are not lawfully entitled to carry
on, (i) exempt the Applicants from compliance with statutory or regulatory provisions
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relating to health, safety or the environment, (iii) prevent the filing of any registration to

preserve or perfect a security interest, or (iv) prevent the registration of a claim for lien.

12.  THIS COURT ORDERS that during the Stay Period no exercise of rights by any
Person, whether by way of enforcement or otherwise, and no proceeding, enforcement step or

action of any kind shall be taken by any Person that could have the effect of or result in:

(a) a sale, transfer or disposal of the shares of Class B common stock of STMG
owned by any of the Applicants; to a party that is not a subsidiary or affiliate of
Hollinger Inc.; or

(b) the shares of Class B common stock of STMG being automatically converted into
shares of Class A common stock of STMG,

including, without limitation, a transfer to or registration of the shares of Class B common

stock of STM@G in the name of such Person or its %nee(s) ,77{7 '
( It 72 17 .....4(-«1 (
13.  THIS COURT ORDERS t{ét nothing herein/shall be dcemed to\be in breach of any

law, regulation, rule, or order, or'deemed to cause, create or cnable economic or voting

di[utioﬁ whether actual or potential, of the shares of Class B common stocl% f ST%OI the

shares of Class A commen stock of STMG (the “STMG Shares™), orr Eﬁ[utmn ar reduction,

whether actual or potential, of the voting rights attached to any of the STMG Shares, which

Iare held directly or indirectly by Hollinger or an Applicant or a dilution or reduction, whether

actual or potential of the voting rights attached to any of the STMG Shares or the diminution /%“7
of any legal rights, whether actual or potential, currently attached to the STMG Shares, or,

default or change of control under any agreements, indentures or other instruments. ( (\\D !DQ

NO INTERFERENCE WITH RIGHTS
14, THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail

to honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal
right, contract, agreement, licence or permit in favour of or held by the Applicants, except

with the written consent of the Applicants and the Monitor, or leave of this Court.



CONTINUATION OF SERVICES

15. THIS COURT ORDERS that during the Stay Period, all Persons having oral or
written agreements with the Applicants or statutory or regulatory mandates for the supply of
" goods and/or services, including, without limitation, all computer software, communication
and other data services, centralized banking services, payroll services, insurance,
transportation, services, utility or other services to the Business or the Applicants, are hereby
restrained until further Order of this Court from discontinuing, altering, interfering with or
terminating the supply of such goods or services as may be required by the Applicants, and
that the Applicants shall be entitled to the continued use of their curent premises, telephone
numbers, facsimile numbers, internet addresses and domain names, provided in each case that
the normal prices or charges for all such goods or services received after the date of this Order
are paid by the Applicants in accordance with normal payment practices of the Applicants or
such other practices as may be agreed upon by the supplier or service provider and each of the

Applicants and the Monitor, or as may be ordered by this Court.

NON-DEROGATION OF RIGHTS

16.  THIS COURT ORDERS that, notwithstanding anything else contained herein, no
+ creditor of the Applicants shall be under any obligation after the date of this Order to advance
or re-advance any monies or otherwise extend any credit to the Applicants. Nothing in this

Order shall derogate from the rights conferred and obligations impased by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS
17. THIS COURT ORDERS that during the Stay Period, and except as permitted by

subsection 11.5(2) of the CCAA, no Proceeding may be commenced or continued against any
of the current or future directors or officers of the Applicants with respect to any claim against
the directors or officers that arose before the date hereof and that relates to any obligations of
the Applicants whereby the directors or officers are alleged under any law to be liable in their
capacity as directors or officers for the payment or performance of such obligations, until a
compromise or arrangement in respect of the Applicants, if one s filed, is sanctioned by this

Court or is refused by the creditors of the Applicants or this Court.
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DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGE
18.  THIS COURT ORDERS that the Applicants shall indemnify their directors and ‘

officers from all claims, costs, charges and expenses relating to the failure of the Applicants,
after the date hereof, to make payments of the nature referred to in subparagraphs 5(a), 7(a),
7(b) and 7(c) of this Order which they sustain or incur by reason of or in relation to their
respective capacities as directors and/or officers of the Applicants except to the extent that,
with respect to any officer or director, such officer or director has actively participated in the
breach of any related fiduciary duties or has been grossly negligent or guilty of wilful

misconduct.

19. THIS COURT ORDERS that the directors and officers of the Applicants shall be
entitled to the benefit of and are hereby granted a charge (the "Directors’ Charge") on the
Property, which charge shall not exceed an aggregate amount of $500,000.00, as security for
the indemnity provided in paragraph 17 of this Order. The Directors’ Charge shall have the
priority set out in paragraphs 31 and 33 herein.

20. THIS COURT ORDERS thar, notwithstanding any language in any applicable
insurance policy to the contrary, (a) no insurer shall be entitled to be subrogated to or claim
the benefit of the Directors' Charge, and (b) the Applicants’ directors and officers shall only be
entitled to the benefit of the Directors' Charge to the extent that they do not have coverage
under any directors' and officers’ insurance policy, or to the extent that such coverage is

insufficient to pay amounts indemnified in accordance with paragraph 17 of this Order.

APPOINTMENT OF MONITOR

21.  THIS COURT ORDERS that Emnst & Youn g Inc. is hereby appointed pursuant to the
CCAA as the Monitor, an officer of this Court, to monitor the Propérty and the Applicants’
conduct of the Business, with the powers and obligations set out in the CCAA or set forth
herein and that the Applicants and their shareholders, officers, directors, and Advisors shall
advise the Monitor of all material steps taken by the Applicants pursuant to this Order, and
shall co-operate fully with the Monitor in the exercise of its powers and discharge of its

obligations.
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22. THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and
obligations under the CCAA, is hereby directed and empowered to:

(@)

(b)

(©

(d)

()

ty

€4)

(h)

)

monitor the Applicants’ receipts and disbursements;

report to this Court at such times and intervals as the Monitor may deem
appropriate with respect to matters relating to the Property, the Business and such

other matters as may be relevant to the proceedings herein;
advise the Applicanis in their preparation of the Applicants’ cash flow staternents;

advise the Applicants in their development of the Plan and any amendments to the
Plan;

assist the Applicants, to the extent required by the Applicants, with the holding

and administering of creditors’ or shareholders’ meetings for voting on the Plan;

have full and complete access to the books, records, management, employees and
advisors of the Applicants and to the Business and the Property to the extent

required to perform its duties arising under this Order;

be at liberty to engage independent legal counsel or such other persons as the
Monitor deems necessary or advisable respecting the exercise of its powers and

performance of its obligations under this Order;

consider, and if deemed advisable by the Monitor, prepare a report and

assessment on the Plan; and

perform such other duties as are required by this Order or by this Court from time

to time.

23. THIS COURT ORDERS that the Monitor shall not take possession of the Property

and shall take no part whatsoever in the management or supervision of the management of the

Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

maintained possession or control of the Business or Property, or any part thereof.
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24.. THIS COURT ORDERS that nothing contained herein shall require the Monitor to -
Occupy or to take control, care, charge, possession 'or management (separately and/or
collectively, "Possession”) of any of the Property that might be environmentally
contaminated, might be a pollutant or a contaminant, or might cause or contribute to a spill,
discharge, release or deposit of a substance contrary to any federal, provincial or other law
respecting the protection, conservation, enhancement, remediation or rehabilitation of the
environment or relating to the disposal of waste or other contarrﬁnation including, without
limitation, the Canadian Environmental FProtection Act, the Ontario Environmental Protection
Act, the Ontario Water Resources Act, or the Ontario Occupational Healith and Safety Act and
regulations thereunder (the "Environmental .Legis]ation"), provided however that nothing
herein shall exempt the Monitor from any duty to report or make disclosure imposed by
applicable Environmental Legislation. The Monitor shall not, as a result of this Order or
anything done in pursuance of the Monitor's duties and powers under this Order, be deemed to
be in Possession of any of the Property within the meaning of any Environmental Legislation,

unless it is actually in possession of such Property.

25.  THIS COURT ORDERS that the Monitor shail not be required or compelled to
provide any information obtained by it in performing its role as Inspector pursuant to the
Orders of the Honourable Justice Campbell in the Inspector Action as a result of its
appointment herein as Monitor including, without limitation, by way of testimony in any
proceeding in any court in Canada or the United States of America brought by or against any

person or entity related to or affiliated in any way with the business of the Applicants.

26. THIS COURT ORDERS that the Monitor shall protect the confidentiality of such
information not forming part of the public record in the Inspector Action, shall be subject to
the direction of the Court supervising the Inspector Action with respect to any ongoing role as
Inspector of the Applicant and that in the event of any uncertainty or conflict concerning the
ongoing role of the Inspector, the Inspector shall apply to the Court supervising the Inspector
Action, and to the Court supervising this proceeding where necessary, for advice and

directions.
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27. THIS COURT ORDERS that the Monitor shall provide any creditor of the
Applicants with information provided by the Applicants in response to reasonable requests for
information made in writing by such creditor addressed to the Monitor. The Monitor shall not
have any responsibility or liability with respect to the information disseminated by it pursuant
to this péragraph. In the case of information that the Monitor has been advised by the
Applicants is confidential, the Monitor shall not provide such information to creditors unless
otherwise directed by this Court or on such terms as the Monitor and the Applicants may

agree.

28.  THIS COURT ORDERS that, in addition to the rights and protections afforded the
Monitor under the CCAA or és an officer of this Court, the Monitor shall incur no liability or
obligation as a result of its appointment or the carrying out of the provisions of this Order,
save and except for any gross negligence or wilful misconduct on its part. Nothing in this
Order shall derogate from the protections afforded the Monitor by the CCAA or any
applicable legislation.

23.  THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to the
Applicants shall be paid their reasonable fees and disbursements, in cach case at their standard
rates and charges, by the Applicants as part of the costs of these proceedings. The Applicants
are hereby authorized and directed to pay the accounts of the Monitor, counsel for the Monitor
and counsel for the Applicants on a weekly basis and, in addition, the Applicants are hereby
authorized to pay to (i) the Monitor and its counsel, and (ii) Canadian and U.S. counsel to the
Applicants, retainers in the amounts of CDN$150,000.00 and $300,000.00, respectively, to be
held by them as security for payment of their respective fess and disbursements outstanding

from time to time.

30. THIS COURT ORDERS that the Monitor and its legal counsel shall pass their
accounts from time to time, and for this purpose the accounts of the Monitor and jts legal
counsel are hereby referred to a judge of the Commercial List of the Ontario Superior Court of

Justice.
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31. THIS COURT ORDERS that the Monitor, counsel to the Monitor and the
Applicants’ counsel and financial advisor shall be entitled to the benefit of and are hereby
granted a charoe (the "Administration Charge") on the Property, which charge shall not
exceed an aggregate amount of $1,900,000.00, to be allocated amon 2 the beneficiaries of such
charge as they may determine amongst themselves, as security for their professional fees and
disbursements incurred at the standard rates and charges of the Monitor and all such counsel,
both before and after the making of this Order in respect of these proceedings. The
Administration Charge shall have the priority set out in paragraphs 31 and 33 hereof,

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

32.  THIS COURT ORDERS that the priorities of the Directors’ Charge and the
Administration Charge, as among them, shall be as follows:

First — Administration Charge (to the maximum amount of § 1,900,000.00); and
Second — Directors” Charge (to the maximum amount of $500,000.00).

33.  THIS COURT ORDERS that the filing, registration or perfection of the Directors’
Charge and the Administration Charge (collectively, the "Charges") shall not be required, and
that the Charges shall be valid and enforceable for ali purposes, including as against any right,
title or interest filed, registered, recorded or perfected subsequent to the Charges coming into

existence, notwithstanding any such failure to file, register, record or perfect.

34.  THIS COURT ORDERS that each of the Charges shall constitute a charge on the
Property and such Charges shall rank in priority to all other security interests, trusts, liens,
charges and encumbrances, statutory or otherwise (collectively, "Encumbrances") in favour

of any Person.

35.  THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Applicants shall not grant any Encumbrances over any
Property that rank in priority to, or pari passu with, any of the Charges, unless the Applicants
also obtain the prior written consent of the Monitor and the beneficiaries of the Charges, or
further Order of this Court,
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36. THIS COURT ORDERS that the Charges shall not be rendered invalid or
unenforceable and the rights and remedies of the chargees entitled to the benefit of the
Charges (collectively, the "Chargees") shall not otherwise be limited or impaired in any way
by: (a) the pendency of these proceedings and the declarations of insolvency made herein; (b)
any application(s) for bankruptcy order(s) issued pursuant to BIA, or any bankruptcy order
made pursuant to such applications; (c) the filing of any assignments for the general benefit of
credjtors made pursuant to the BIA; (d) the provisions of any federal or provincial statutes; or
(¢) any negative covenants, prohibitions or other similar provisions with respect to
borrowings, incurring debt or the creation of Encumbrances contained in any existing loan
documents, lease, sublease, offer to lease or other agreement (collectively,.an "Agreement")
which binds the Applicants, and notwithstanding any provision to the conirary in any

Agreement:

(a) the creation of the Charges shall not create or be deemed to constitute a breach by

the Applicants of any Agreement to which they are a paity;

(b)  none of the Chargees shall have any liability to any Person whatsoever as a result
of any breach of any Agreement caused by or resulting from the creation of the

Charges; and

(¢}  the payments made by the Applicants pursuant to this Order and the granting of
the Charges do not and will not constitute fraudulent preferences, frandulent
conveyances, oppressive conduct, settlements or other challengeable, voidable or

reviewable transactions under any applicable law.

SERVICE AND NOTICE
37. THIS COURT ORDERS that the Applicants shall, within ten (10) business days of

the date of entry of this Order, send a notice of the issuance of this Order to its known
creditors, other than employees and creditors to which the Applicants owe less than $1,000.00,
at their addresses as they appear on the Applicants’ records, and shall promptly send a copy of
this Order (a) to all parties filing a Nolice of Appearance in respect of this Application, and (b)

to any other interested Person requesting a copy of this Order, and the Monitor is relieved of
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its obligation under Section 11(5) of the CCAA to provide similar notice, other than to

supervise this process.

38. THIS COURT ORDERS that the Applicants and the Monitor be at liberty to serve
this Order, any other materials and orders in these proceedings, any notices or other
correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier, personal
delivery or electronic transmission to the Applicants’ creditors or other interested parties at
their respective addresses as last shown on the records of the Applicants and that any such
service or notice by courier, personal delivery or electronic transmission shall be deemed to be
recei\;ed on the next business day following the date of forwarding thereof, or if sent by

ordinary mail, on the third business day after mailing.

39. THIS COURT ORDERS that the Applicants, the Monitor, and any party who has
filed a Notice of Appearance may serve any court materials in these proceedings by e-mailing
a PDF or other electronic copy of such materials to counsels' email addresses as recorded on
the Service List from time to time, in accordance with the Efiling protocol of the Commercial

List to the extent practicable, and the Monitor may post a copy of any or all such materials on

its website at: www.ey.com/ca/restructuring.

GENERAL
40.  THIS COURT ORDERS that the Applicants or the Monitor may, from time to time,

apply to this Court for advice and directions in the discharge of its powers and duties

hereunder.

4i.  THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from
acting as an interim receiver, a receiver, a receiver and manager, or a trustee in bankruptey of

the Applicants, the Business or the Property.

EFFECT, RECOGNITION, ASSISTANCE
42.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,

regulatory or administrative body having jurisdiction in Canada or in the United States of

America, the states and other subdivisions of the United States of America, inclnding, without
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Himitation, the U.S. Bankruptcy Coust, and other nations and states to give effect to this Order
and to assist the Applicants, the Monitor and their respective agents in carryiﬁg out the terms
of this Order and any other Order in this proceeding. All courts, tribunals, regulatl)ry and
administrative bodies are hereby respectfully requested to make such orders and to provide
such assistance to the Applicants and to the Monitor, as an officer of this Court, as may be
necessary or desirable to give effect to this Order, to grant representative status to Hollinger
Inc. and/or the Monitor in any foreign proceeding and to assist the Applicants and the Monitor
and their respective agents in carrying out the terms of this Order and any other Order in this
proceeding, including without limitation recognizing the Apphcants CCAA proceeding as a

foreign main proceeding under applicable law.

43.  THIS COURT ORDER that each of the Applicants and the Monitor be at liberty and
is hereby aunthorized and empowered to apply to any court, tribunal, regulatory or
administrative body, wherever located, for the recognition of this Order and this proceeding
and for assisfance in carrying out the terms of this Order and any other Order granted by this

Court and to recognize or give effect to or otherwise further the Restructuring.

44.  THIS COURT ORDERS that, for the purposes of seeking the aid and recognition of
any court or any judicial, regnlatory or administrative body outside of Canada and in particular
in the U.S. Bankruptcy Court in respect of proceedings commenced under Chapter 15 of the
U.S. Bankruptcy Code and any ancillary relief in respect thereto, Hollinger Inc. shall be
appointed as and is hereby authorized and directed to act as the foreign representative of the

Applicants and to seek such aid in recognition,

DIRECTIONS, FURTHER RELIEF AND VARIATION

45.  THIS COURT ORDERS that any interested party (including the Applicants and the
Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days’
notice to any other party or parties likely to be affected by the Order sought or upon such other

notice, if any, as this Court may order.
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EFFECTIVE TIME

46.  THIS COURT ORDERS that this Order and ajl of its provisions are effective as of
12:01 a.m. Eastern Standard Time on the date of this Order.

e </
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Court File No. 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE )}  WEDNESDAY, THE
)
MR. JUSTICE CAMPBELL )  21% DAY OF MAY, 2008

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT,R.S.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 LIMITED
Applicants

ORDER
(Approval of Multi-Party Settlement and Cost Reduction / Asset Enhancement Program)

THESE MOTIONS, made by Hollinger Inc. (“Hollinger™), 4322525 Canada Inc. (“432")
and Sugra Limited (the “Applicants”), and by Sun-Times Media Group, Inc, (“STMG”) for an Order
approving the terms of a settlement with STMG and Davidson Kempner Capital Management LLC
and certain of its affiliates (collectively, “DK”) and authorizing and approving the Applicants to take
steps to restructure certain of their operations and management to reduce costs and enhance asset

realizations was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion of the Applicants dated May 14, 2008, the Seventh

Report of Emst & Young Inc. in its capacity as Court-appointed Monitor of the Applicants (the
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“Monitor”), STMG’s Amended Fresh as Amended Notice of Motion dated May 15, 2008, an
unredacted version of the Multi-Party Settlement (as defined herein) filed under seal and such other
materials as this Court may direct be filed as part of the record herein, and on hearing from counsel
for ‘thé Applicants, STMG, DK, the Indenture Trustees (as dt;.ﬁned herein), Conrad.Black, Conrad
Black Capital Corporation, Barbara Amiel Black, Catalyst Fund General Partner I Inc., the Receiver
of the Ravelston Corporation Limited and the Monitor and on being advised that the Service Listas
of May 14, 2008 was served electronically with the Applicants’ Amended Notice of Motion dated
May 14, 2008 apd STMG’s Amended Fresh as Amended Notice of Motion dated May 15, 2008
herein and on being advised that all material terms of the settlement are contained and disclosed in

the Multi-Party Settlement;

Approval of Multi-Party Settlement

1. THIS COURT ORDERS that the agreement among the Applicants, STMG and DK, a
redacted version of which is annexed as Schedule “A” hereto (the “Multi-Party Setflement™) and all
transactions, actions and activities contemplated therein (the “Settlement Steps™), are hereby
approved, the execution of the Multi-Party Settlement by the Applicants is hereby approved and
ratified and the Applicants and the other parties thereto are hereby authorized and directed to carry
out each of the Settlement Steps, including, without limitation, authorizing the issuance of the
Additional Shares pursuant to 2 Consent, if necessary, and no further Order of this Conrt isnecessary

1o give effect to any aspect of the Multi-Party Settlement. Terms not defined in this Order shall have

the meaning described in the Multi-Party Settlement.

2. THIS COURT ORDERS AND DECLARES that the Multi-Party Settlement is fair and

commercially reasonable.
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3. THIS COURT ORDERS AND DECLARXES that the information contained in Schedule
“B” to the Multi-Party Settlement is commercially sensitive and shall be sealed pending further
Order of this Court. |

4, THIS COURT ORDERS that the Multi-Party Setflement shall be binding upon and
enforceable against, and enure to the benefit of, the Applicants and any successors thereto including,
without limitation, any trustee in bankruptcy, receiver or receiver and manager in xespect of any or
all of the Applicants and shall also be binding upon and enforceable against, and enure to the benefit
of, STMG, DK, Delaware Trust Company, National Association, in its capacity as collateral agent
and as trustee under the indenture dated as of Mareh 10, 2003 with respect to the senior secured
notes issued by Hollinger (“Delaware Trust”), and HSBC Bank USA, National Association, in its
capacity as trustee under the indenture dated as of September 30, 2004 with respect to the senior
secured notes issued by Hollinger (“HHSBC™), and any other person having notice ofthis Order. The

aforesaid indentures are collectively referred to herein as the “Indentures™.

5. THIS COURT ORDERS AND DIRECTS Delaware Trust and HSBC (collectively, the
“Indenture Trustees™), on the one hand, and the Applicants, STMG and DK, on the other, to co-
operate with each other to facilitate the implementation of the Multi-Party Settlement insofar as it
relates to the Indenture Trustees and their collateral. In particular, Delaware Trust is hereby directed
to relinquish possession and control of the STMG Class B share certificates held by itas collateral
(the “Class B Certificates”) fo or at the direction of the Applicants, and in exchange to
simultaneously receive, upon issuance, from the Applicants or such other person at the direction of
the Applicants, the certificates representing the Exchanged Shares and the Additional Shares in

substitution for the Class B Certificates.
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6. THIS COURT ORDERS that, notwithstanding any other provisions of this Order, the
provisions of this Order and the Multi-Party Settlement are without prejudice to the rights, if any, of
the Applicants and any other person in respect of the Class A shares of STMG currently owned by
the Applicants or any of them that are not Exchanged Shares or Additional Shares or that may be

subject to any escrow agreement in relation to Hollinger’s Class Il preference shares.

7. THIS COURT ORDERS AND DECLARES that nothing contained in this Order or inthe
Multi-Party Seitlement shall:

() affect the obligations of the Applicants to reimburse the Indenture Trustees in
accordance with the Indentures (such reimbursable amounts being referred to herein

collectively as the “Trustees’ Fees and Expenses™); or

(b)  impair or modify the liens of the Indenture Trustees pursuant to the Indentures and

any existing related agreements for payment of the Trustee’s Fees and Expenses.

8. THIS COURT ORDERS AND DIRECTS the Monitor to report to this Court when all
{ransactions, releases and acknowledgements of claims contemplated by the Multi-Party Settlement
to occur on or forthwith after Court Approval have been completed or performed. The Monitor may

report upon such other maiters in relation to the Multi-Party Settlement at such time or times as the

Monitor deems necessary or appropriate.

9. THIS COURT ORDERS that, without prejudice to the rights of any party pursuant to the
comeback clause of the Initial Order, the Applicants, the Monitor, STMG, DK, the CRO (defined
below), the Litigation Trustee or the Indenture Trustees may, at any time upon seven (7) days notice
10 the Service List, return to this Court to seek directions or other relief regarding the implementation

of the Multi-Party Settlement or any other mattex arising in relation to the Multi-Party Settlement.

203194-9
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10. THIS COURT CRDERS that nc;twithstanding:
(a) the pendency of these proceedings or any ancillary proceedings;
(b)  abankruptcy of any of the Applicants; and
(© the‘provisions of any federal or provincial statuie,

none of the Multi-Party Settlement or any of the transactions contemplated thereby will be void or
voidable at the instance of creditors or ¢laimants or their representatives, including any trustee in
bankruptcy, and do not constitute nor shall they be deemed to be settlements, fraudulent preferences,
assignments, fraudulent conveyances or other reviewable transactions under the Bankruptcy and
Insolvency Act (Canada) or any other applicable federal or provincial legislation and they do not

constitute conduct giving rise to an oppression remedy or any other cause of action.

11. THIS COURT ORDERS that the approval of the Multi-Party Settlement, and in particular
paragraph 16 thereof, shall not vary or be deemed to vary the Order of this Court dated February 27,
2007 in STMGv. Conrad Black et al. (Court File No. 06-CL~6678) and shall be without prejudice to
the rights of the defendants in that action, Conrad M. Black, Barbara Amiel Black, Black-Amiel
Menagement Inc., Conrad Black Capital Corporation, 1269940 Ontario Limited and 2753421
Canada Limited to make any arguments or take any position upon any motion seeking an Order as

contemplated in paragraph 16 of the Multi-Party Seitlement.
Approval of Cost Reduetion and Asset Enhancement Program of the Applicants
(3)  Appointment of CRO and Litigation Trustce

12.  THIS COURT ORDERS that William E. Aziz shall be and is hereby appointed as an officer

of this Court to be the Chief Restructuring Officer (“CRO™) over and in respect of all property,
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assets and undertaking of the Applicants, other than the Litigation Assets, upon the terms described

herein and in the Multi-Party Setflement.

13.  TREIS COURT ORDERS that justice John D. Ground (retired) is hereby appointed as an
officer of this Court to be the Litigation Trustee over and in respect of all claims and cause’s of action
in favour of the Applicants (collectively, the “Litigation Assets”) on the terms deseribed herein and

in the Multi-Party Settlement.

14. THIS COURT ORDERS thatthe CRO and the Litigation Trustee are heréby authorized and
directed to preserve, protect and realize upon the assets of the Applicants for the benefit of the
Applicants and their creditors and other stakeholders as contemplated by the Multi-Party Settlement
including, in the casé of the CRO, without limitation and if thought necessary or desirable by the
Applicants, the preparation and delivery of a plan of arrangement in respect of the Applicants as

contemplated by the Multi-Party Settlement.

15.  THIS COURT ORDERS that the CRO and the Litigation Trustee are hereby empowered,
authorized and directed to do all things, carry out all actions and perform all duties described in the

Multi-Party Settlement and specifically:

{8) to engage and give instructions to counsel and to engage and give direction to
consultants, appraisers, agents, advisors, experts, auditors, accountants, managers
and such other persons from time to time on whatever basis either of them may agree

1o assist with the exercise of their powers and duties;

(b)  toexecute, assign, issue and endorse documents of whatever nature in respect of the

Applicants for any purpose pursuant to this Order or the Multi-Party Settlement; and
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(c)  toinitiate, prosecute and continue the prosecution of any and all proceedings and to
defend all proceedings now pending or hereafier instituted with respect to the
Applicants or any of their property and undertaking and to settle or compromise any
such proceedings. The authority hereby conveyed shail extend to any appeals or
applications for judicial review in respect of any order or judgment pronounced in
any such proceeding.
16. THIS COURT ORDERS that the Litigation Trustee may obtain financing inrespect of the
Litigation Assets at such times, in such amounts and wpon such terms as the Litigation Trustee may
consider to be appropriate after seeking direction from the Advisory Comxﬂittee in accordance with

the Multi-Party Settlement.

17. THIS COURT ORDERS that nothing herein contained shall require the CRO or the
Litigation Trustee to oceupy or to take control, care, charge, possession or management (separately
and/or collectively, “Possession™) of any property, assets or undertaking of any of the Applicants
that might be environmentally conteminated, that might be a pollutant or a contaminant or that might
cause or contribute to a spill, discharge, release or deposit of a substance contrary to any federal,
provincial or other law respecting the protection, conservation, enhancement, remediation or
rehabilitation of the environment or relating to the disposal of waste or other contamination
incloding, without limitation, the Canadian Environmental Protection Act, the Ontario
Environmental Protection Act, the Ontario Water Resources Act or the Ontario Occupational Health
and Safety Act and regulations thereunder (collectively, the “Environmental Legislation”), provided
however that nothing herein shall exempt the CRO or the Litigation Trustee from any duty toreport
or make disclosure imposed by applicable Environmental Legislation. The Applicants are, and are
hereby declared to be, and shall remain, in Possession, occupation and control of all of their

property, assets and undertaking, subject to further Order of this Court.
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18.  THIS COURT ORDERS that neither the CRO nor the Litigation Trustee shall, as a result of
this Order or anything done pursuant to their duties and powers under this Order, deem the CRO or
the Litigation Trustee to be in Possession of any property, assets or undertaking within the meaning |

of any Environmental Legislation.

19. THIS COURT ORDERS that each of the CRO and the Litigation Trustee shall incur no
liability or obligation as a result of his appointment or the carrying out of any of the provisions of
this Order, save and except for any gross negligence or any wilful misconduct on his part. The
Applicants shall indemnify and hold harmless each of the CRO and the Litigation Trustee with
respect to any liability or obligation as a result of his appointment or the fulfilling of his duties in
carrying out the provisions of this Order, save and except for any gross negligence or wilful
misconduct on his part. No action, application or other proceeding shall be commenced directly, or
by way of counterclaim, third party claim or otherwise against either the CRO or the Litigation
Trustee as a result of, or relating in any way to his appointment, the fulfillment of his duties or the
carrying out of any Order of this Court except with leave of this Court being obtained. Notice ofany
such motion seeking leave of this Court shall be served upon the Applicants, the Monitor and the
CRO or Litigation Trustee (as the case may be) at least seven (7) days prior to the retum date of any

such motion for leave.

20. THIS COURT ORDERS that the Applicants’ indemnity in favour of the CRO and the
Litigation Trustee shall survive any termination, replacement or discharge of the CRO or Litigation
Trustee. Upon any termination, replacement or discharge of the CRO or Litigation Trustee, all
claims against such officers of the Court for which [eave of the Court has not already been sought

and obtained shall be, and are hereby forever discharged.

203194-9
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21.  THIS COURT ORDERS that, without limiting any other provision of this Order, each of
the CRO and the Litigation Trustee may from time to time apply to this Court for advice and

directions in the discharge of his powers and duties hereunder.

22.  THIS COURT ORDERS that the Monitor, the CRO and the Litigation Trustee may report
to the Court on their activities from time to fime as any of them may see fit or as this Court may

order.
(b)  Monitor

23, THIS COURT ORDERS that, in addition to its duties described in the Initial Order and the
Claims Process Order of even date herewith, the Monitor is hereby authorized to pefform the
functions and carry out the responsibilities deseribed herein and in the Multi-Party Settlernent.
Performance of these fonetions and responsibilities is subject to the provisions of the Initial Order,

particularly paragraphs 21 through 31 thereof.
(¢)  Directors’ Insurance

24. THIS COURT ORDERS that the Applicants be and are hereby authorized to purchase run-

off insurance for the officers and directors of the Applicanis as described in the Monitor’s Seventh

Report.
(d)  Other Actions

25. THIS COURT RATIFIES AND APPROVES all actions and activities of the Applicants,
including its current officers, directors and management, in authorizing any of the transactions,

actions and activities or other matters approved, authorized or directed pursuant to this Oxder.

203154-9
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Extra-Terﬁtorial Assistance

26. THIS COURT REQUESTS the aid and recognition of any court or any judicial, regulatory
or administrative body in any Province of Canada and any judicial, regulatory or administrative
tribunal or other court constituted pursuant.to the Parliament of Canada or the legislature of any
province and any state, federal or other court or any judicial, regulatory or administrative body of the
Uhnited States of America to act in aid of and to assist this Court in carrying out the terms of this

Order.
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SCHEDULE “A*»
' EXECUTION CORPY

Multi-Pariy Setilement Term Sheet

The Applicants Feek Court Approval, as deseribed herein, of the following terms of agreement
among the Applicants, Sun-Times Media Group, Inc. (“STMG”) and Davidson Kempner Capital
Management LLC and its affiliates listed in Schedule “A™ hereto (collectively, “DK™).

A, STMG

1. Upon Court Approval, the Court shall authorize and direct Hollinger, 432, STMG and
any other necessary parties to forthwith take the steps necessary to convert Hollinger’s
and 432's existing Class B shares imto am equal number of Class A shares (the
“Conversion™), subject to and prior to the steps described in paragraphs 2 and 3 hereof.

2. If STMG’s stockholders are required to approve (the “Stockholder Approval™) the
issnance of the Additional Shares (as defined below), then, wpon Court Approval, the
Court shall authorize Hollinger, and Hollinger shall approve the iIssuance of the
Additional Shares, pursuant to a stockholder written consent (the “Consent™).

3. If Stockholder Approval is required, as soon as possible after the Consent Effective Date
(as defined below), Hollinger and STMG shall effect the Conversion pursuant to the
Restated Certificate of Incotporation of STMG. The Consent shall be effective after all
actions required by the Securities Exchange Act of 1934, as amended (the “1934 Act™),
have been taken and the issuance of the Additional Shares is permitied by the 1934 Act
(the “Consent Effective Date™). If no Stockholder Approval is required, Hollinger and
STMG shall effect the Conversion pursuant to the Restated Certificate of Incorporation of
STMG as soon as possible after Court Approval.

4, Porthwith after the later of (@) Court Approval and (ii), if Stockholder Approval is
required, the Consent Effective Date, STMG will issue to Hollinger (or as it may direct)
1,499,000 additional Class A shares (the “Additional Shares™. The pumber of
Additional Shares represents 10% of the number of Hollinger’s and 432’s existing Clasg
B shares.

5. All transeetions will comply with all applicable laws and regulations and rules of
applicable stock exchanges.

6. Upon the later of (i) Cowt Approval and (i) iremediately after the next annual meeting
scheduled for Juns 17, 2008, the six directors appointed by Hollinger to the Board of
STMG (Wes Voorheis (“Voorheis™), William Aziz (“Aziz”), Edward Hannah, Peter Dey
(“Dey™), Brent Baird (“Baird”) and Albrecht Bellstedt (“Bellstedi™)) will submit their
resignations from the board of STMG. Upon submitting their resignations, each
tesigning director will receive: (a} a written confirmation from STMG that any existing
STMG indemnity will remain in place and that such resipning director will be covered by
the STMG directors and officers insurance policy in effect from time to time on the same
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terms as may be applicable to any other cwrent STMG directors; and (b) reimbursement
by STMG of ail reasonabie legal fees incmred by the independent directors (Dey, Baird
and Bellsted?) in respect of their temure as directors of STMG. Upon payment of such
fees by STMG, Hollinger will reimburse STMG for all amounts paid in respect of such
legal fees, except for US$75,000.

Upon Court Approval, Hollinger will pay to STMG the reasonable fees and costs,
including legal fees, of STMG incurred in conneetion with the CCAA proceedings of the
Applicants, from August 1, 2007 up to and including the date of Court Approval,
However, the tofal amounts payable to STMG by Hollinger under this paragraph shall be
subject to a cap of US$2 million in the aggregate, ,

STMG and Hollinger will cooperate to maxjmize the recoverable portion of the class
action insurance settlement proceeds payable fo them and such procseds shall ‘be
allocated so that STMG receives 85% of such proceeds, and Hollinger receives 15% of
such proceads.

Hollinger and STMG agree to divide theit respective recoveries from the insolvency
proceeding of Ravelston equally as between them. g

The following claims of STMG shall be allowed as unsecured claims apainst the
Applicants (the “STMG Alicwed Claims”) in the amounts indicated below, subject to
confirmation of the calculations of the quantum of such claims by the Monitor:

(&) a claim in respect of the promissory note exccuted by 4322525 Canada Inc.
(*432”) in the amomnt of US $40,545,974;

(b) 4l claims for coniribution and indemnity STMG has or may assert against
Hollinger in the amount of US$28,663,588; and

(6)  aclaim for the aircraft lease setilement in the amount of CON$1,281,941,

Other than the STMG Allowed Claims, all other claims of STMG and #s subsidiaries
against the Applicants or any of iheir other subsidiaries, and all claims of the Applicants
and their subsidiaries against STMG angd its subsidiaries, shall be released wpon Cowrt
Approval. The Applicants agree, in connection with their release of STMG, that they
will not seek contribution, indemnification, reimbursement or any other form of claims
over from Torys LLP or any of its predecessor or successor parinerships, F. David Radler
or North American Newspapers Ltd, for any consideration paid or payable by any of the
Applicants to STMG under this Texm Sheet. For greater certainty, nothing contained in
this paragraph shall limit or otherwise compromise in any manney, the Applicants® right
1o pursue or continue to pursue those named parties for any claims whatsoever, save and .
except only in respect of consideration paid or payable by the Applicants to STMG under
this Term Sheet.

The total recoveries of STMG under the STMG Allowed Claims shall be capped af a
maximum of US$15 millien (the “STMG Cap”). After receipt of the STMG Cap, the

.-
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balance of the STMG Allowed Claims will be assigned to the Applicanis for the benefit
of the Applicants’ other general unsecured creditors, ‘

Upon STMG receiving distributions in the aggregate amount of US$7.5 million in respect
of the STMG Allowed Claims (after giving effect to any valid and effeclive
subordination regarding distributions under the 432 promissory note referred to in
paragraph 10(a) above, if any), fifty percent (50%) of all distributions thereafter payable
to STMG in respect of the STMG Allowed Claims shall be assigned to the Applicants.

Prior to any agreement in respect of the terms contained herein, STMG will ensure that
nothing herein or in any plan of arrangement (the “Plan”) of the Applicants, if any, giving
effect to the terms hereof or in the implementation of any such Plan will:

(8  causethe Rights (as defined in the STMG rights plan) to become exercisable;

(b)  cause any Persor (as defined in the STMG rights plan) to become an Acquiring
Person (as defined in the STMG rights plan); or

(c) trigger the application of the STMG rights plan.

STMG will continue with its independent exammation of all sirategic alternatives
available to STMG.

Subject to the terms of any existing court orders or agreements pursuant to which the
Applicants may be restticted, the Applicants will support the making of an order
providing STMG with equael rights in respect of fhe Applicants® Mareva injunction
against Conrad Black and Barbara Amiel Black, STMG shall be permitted to reserve its
right as to whether to seek such an order,

DX

(a) Forthwith after Court Approval, the Class A shares of STMG resulting from the
Conversion (the “Exchanged Shares”), plus the Additional Shazes, beiig 10% of the
number of Hollinger’s and 432’5 existing Class B shares, when issued shall be voted by
the indenture trustees for the benefit of and at the direciion of noteholders in the menner

.contemplated by the indenfures np fo that number of shares that is equal o or less than

19.999% of the aggregate number of STMG Class A. shares then outstanding rounded

"down to the nearest whole share. The indenfure trustees, for the beneflt of the

noteholders, may thereupon exercise all voting or other rights associated with the
Bxchanged Shares and the Additional Shares when issued subject to the limitation
referred to in the immediately preceding senfence and subject to the rights and at the
direction of the noteholders in the manner contemplated by the indentures (provided that
any shares of the Applicants shall not be vofed other than in favour of the election of the
directors described in Schedule “C” hereto and other resolutions proposed by STMG at
the next annual meeting of shareholders scheduled to oceur on. or about June 17, 2008
and thereafter without restriction) and may dispose of or otherwise realize upon such
shares in any commercially reasonable manner and sabject to the applicable law and as
directed by the noteholders in 2 manner contemplated by the indentures (provided that

~3.
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any such disposition or realization shall not be considered part of any Plan for the

purposes of paragraph 14 hereof). The Applicants shall provide proxies and do such acts
and things as will facilitate such rights.

(®)  The Conversion and the issuance of the Additional Shares shall be subject to a
registration rights agreement, to be negotiated among DK, the Applicants and STMG, all
acting reasonably (the “Registration Rights Agreement™) forthwith after Court Approval.
In all events, such Registration Rights Agreement shall include a provision with respect
to payment of fees connected with any such registration, and shell include a provision
permitting STMG to postpone the filing of a registration statement or its efforts to canse
such registration statement to become effective if at the time the right to delay is
exercised by STMG it shall determine in good faith that such offering would interfers
with any acqnisition, fimancing or other transaction that STMG is actively pussuing and is
material to STMG or wounld involve initial or continuing disclosure obligations that
would not be in the best interests of STMG.

(¢) Upon being paid in full, all principal, interest and costs and other amounts,
payable under the indentures), the indenture frustees will remit any remaining shares and
any surplus proceeds to Hollinger and 432.

(a) Subject only to a reasonable reserve for (i) administrative costs (including any
applicable legal fees, advisor fees and any other costs secured by the Administration
Charge and also including a reserve to pay the reasonable costs, fees and expenses in
respect of DK’s post-Court Approval role 2s described herein) and (ii) disputed claims,
such reserves to be determined by the CRO (as defined in the STMG Term Sheet) and the
Monitor, both acting reasonably (and subject to their right to seek directions from the
Court), and in consultation with DX and STM@, and subject to the segregated finds
described below, all other cash and realizable proceeds of the Applicants (including the
15% share of the insurance setttement proceeds referred to herein) and the non-applicant
subsidiaries of the Applicants (other than STMG and its subsidiaries) shall be distributed
as efficiently as reasomably possible 1o the credilors who have proved claims in
accordance with the claims process for each of the Applicants. Distributions will be
determined and made on a non-consolidated basis giving effect to imter-company claims
but inchuding only 50% of a claim by 432 against Hollinger in the amount of
approximately CDN$342.5 million aid subject to the following payments in the priority
specified below;

i) firstly, to pay a transaction fee to DK in consideration of ifs agreement to
the terms hereof of CDN$1.5 million;

(i) secondly, to pay the reasonable fees and disbursemenis, including
reasonable legal fees and disbursements, of the indenture trustees up to and
including Court Approval; and

(iii) thirdly, to pay the reasonable Jegal fees and disbursements of DX up to
and including Court Approval;



provided that the total amount available to fund items (1) thvough (iif) hereof shall
not exceed CDN$4,500,000. The priority payments described herein will not
affect the timing or amount of the payment to STMG described in paragraph 7
herein,

(1)  The Applicants will acknowledge claims owing by 432 and also by
Hollinger to the indenture trustees fn the full amownt of the principal, imterest and
costs owing 1mder the two debentures dated March 10, 2003 and September 30,
2004, the amomnt of which is estimated to be US$103,235,062 as of December
31, 2007, These claims will continue to accrue inferest (unless and wnti] the
Applicants become banksupt) in accordance with the debentures at the contractal
rate until paid in full. The claims will be xeduced only by distributions received
by the indenture trustees from the estates of the Applicants and by amounts
actually received from or in respect of the Exchanged Shares and the Additional
Shares,

(¢)  The Monifor and the CRO, with periodic reporis as requested (acting
reasonably) apd af Ieast monthly to DK and STMG, will work to resolve and
determine all disputed claims as efficienfly as reasonably possible. The Monitor
and the CRO will seek the input of DK and STMG before allowing any claims
against the Applicants (other than the claims of STMG and the indentnrs frustees
acknowledged berein). The Monitor and the CRO, in consultation with DK, and
STMG, will provide estimates of the net recovery to creditors based on the
“waterfall” analysis of the Monitor and the information now known regarding the
claims of all cteditors (fncluding the claims of STMG allowed under the STMG
Term Sheet), such estimate to be updated after the claims bar dates for the
Applicants and for the non-applicant subsidiaries as described herein.

(dy  STMG will acknowledge that its claim against 432 in respect of the 432
loan i5 subordinated 10 and in favour of the ¢laims of the indenture trustee for and
in respect of only the senior bonds against 432.

DK agrees to:
(@)  withdraw its motion secking the bankrupteies of the Applicants; and

()  support Court approval in the Applicants’ CCAA proceeding (“Court Approval®)
consisting of: (i) approval of this agreement and (&) approval of the other relief
sought by the Applicants in their Notice of Motion dated April 10, 2008 to the
extent not inconsistent with the terms described herein.

General Conditions
A standard CCAA claims process shall be implemented immedjately for all claims

against the Applicants, except claims against the Applicants by their subsidiaries (other
than STMG and its subsidiazies).
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A subsequent claims process shall be implemented in respect of the non-Applicant

- subsidiaries of the Applicants to ensure that all creditors of those subsidiaries are

identified prior to the asset consolidation herein conternplated.

The Applicants, in consultation with the Monitor, shall prepare 4 plan to acounulate at
Hollinger, on a tax-effective basis, all agsets of the nen-Applicant subsidiaries of the
Applicants (other than STMG and its subsidiaries) after payment of all claims of ereditors
of such subsidiaries.

The Applicents agree to work with the Monttor, in consultation with DK, and STMG (and
subject to the right of all parties 1o seck directions from the Court), to realize upon any
assets of the Applicants and the non-applicant subsidiaries (other than the cash, the
Exchanged Shares, the Additional Shares and the Litigation Assets described herein) with
a view to distributing net proceeds thereof as efficiently as reasonably possible and to
provide the necessary proxies. In particular, the Applicants will consider making such
distributions pursvant to periodic Court orders in the CCAA. proceedings as opposed to
incurring the costs associated with formalizing and approving a Plan.

The form and confent of any Plan, if necessary or advisable to implement the terms
hereof, as it relates to STMG shall be satisfactory to STMG, acting reasonably and, as it
relates 10 DK and the indenture trustees, shall be satisfactory to DK, acting reasonably,

All steps and transactions described herein that are to occur upon Court Approval are
intended to take place simultaneously, and the parties shall co-operate with each other to
coordinate the timing of the effectiveness of such steps and transactions.

The information comtained in Schedules “B” and “C” hereof is confidentlel and
commercially sensitive. The parties agree to seek an order sealing: Schedule “B”,
pending further order of the Court, and Schedule “C®, unti) such time as the information
contained therein is disclosed by STMG, and agree that Schedules “B” and “C” ‘will be
redacted fiora any publicly disclosed materfals. '

Corporafe Goveraance

Aziz, or ap entity conirolled by him, shall be appointed forthwith by the Court Approval
order ag the chief restructuring officer (the “CRO™) of the Applicants and an officer of
the Court in consideration of a monthly salary of $65,000, payable in advance, plus GST
as applicable and reimbursement of reasonable expenses. Such engagement shail be on a
month-to-month basis and may be terminated by Aziz upon 30 days’ prior witten notice.

The CRO shall be responsible, among other things, for developing and implementing the
asset consolidation and repatriation plan and assisting the Monitor with the claims
prOCess.

The board of directors of Hollinger shall be reduced as soon as possible to a maximum of
three persons.
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Upon Court Approval, Hollinger and Voorheis will agree to suspend payment of ali
monthly wozk fees payable under Hollinger’s consulting agreement with Voorheis or any

entity confrolled by bim and Voorheis shall yesign as an officer and director of the
Applicants or any subsidiary. '

In accordance with the engagement letter between Hollinger and BMO Nesbitt Bums Inc,

("BMO”), dated Juge 15, 2007, payment of ell monthly work fees payable to BMO
ceased in February 2008, )

Litigation Assets

As part of the Court Approvel order, justice John D. Ground shall be appointed as an
officer of the Cowt to perform the role of litigation trustes (the “Litigation Trustes”) of
all claims and causes of action in favour of the Applicants (the “Litigation Assets™) on
such terms as may be agreed between the Applicants and justice Ground and subject to
approval by the Court. )

The Litigation Trustee will supervise, control and administer all aspeots of the Litigation
Assets of the Applicants, in consultation with the Applicants and subject to monitoring by
the Monitor and supervision by the Court.

The Litigation Trustee may, if he considers it necessary or advisable, retain the services
of Voorheis or an entity controlled by him on an howrly basis to provide assistance or
advice in respect of the Litigation Assets,

The Litigation Trustee will be responsible for administering the Litigation Assets
efficiently and in 2 cost-effective manner with a view to maximizing the net return, after
costs, from the Litigation Assets to the Applicants -and their creditors and other
stakeholders and shall provide periodic reporfs 1o the Advisory Commitiee (as defined
herein) and such other reports as may be requested by any member of the Advisory
Commitiee, acting reasonably.

An advisory commiitee shall be established to provide advice and direction to the
Litigation Trustee (the “Advisory Committee’”) comprised of one nominee of DK, one
representative of the Applicants (other than Wes Voorheis) and the Litigation Trustee,
The Litigation Trustee shall act in accordance with any majority decision of the Advisory
Committee, For greater cerfainty, in the event of any disagreement as between the
representative of DK, and the representative of the Applicants, the Litigation Trustes

have a deciding vote. ‘

The nomines of DX to the Advisory Committee shall not receive any xemuneration for so
acting other than as specified below. The represemtative of the Applicants shall be a
senior Canadian litigation counsel and shall be paid at his or her usual homly rate by the
Applcants, At the option of DK, its nomines may receive compensation on an
equivalent basis to that of the representative of the Applicants. Al members of the
Advisory Commtittes shall be indemnified in respect of any claims made against them in
such capacity excepting only claims arising from their wilful misconduct or gross
negligence.

-7
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The Litigation Trustes will superviss and administer the Litigation Assets on a day-to-
day basis, including giving direction to counsel. The Litigation Trustee will seek such
direotion from the Advisory Commitice as he deems necessary or appropsiate, but, in
particutar, the Litigation Trustee will seek direction from the Advisory Committes with
respect to litigation strategy, financing (if any) for the Litigation Assets, whether to
accept or make any seftlement offer and the vse of proceeds of any settlement,

The amount described in Schedule “B* hereto shall be segregated from the general cash
assets of the Applicants and used exclusively for the purpose of fouding the
administration of the Litigation Assets. Payment of any amount. payable to Mr, 'Wes
Voorheis shall be made as contemplated in Schedule *B”.

The Litigation Trustee will be responsible for administering the Litigation Assets
efficiently and in a ¢ost effective manner with a view to maximizing the net return, affer
costs, from the Lifigation Assefs to the Applicants and their creditors and other
stakeholders,

Representatives of DK and Hollinger will hold all information received by them as
mesmbers of the Advisory Commitiee in strict confidence pursuant fo a form of
confidentiality agreement acceptable to Hollinger, the Litigation Trustee and such

reprosentatives, ali acting reasonably.

DK or Hollinger may apply to Court at any time to seek such chenges 1o the provisions of
the order appointing the Litigation Trustes as either of them may deem necessary or

appropriate.

Subject to Court Approval being obtained to the terms hereof, pursuant to an Order in form and
content satisfactory to the parties, for consideration received, each of the undersigned agrees to
the above as evidenced by their respective signatures as of this _/4*“8ay of May, 2008. This
agreement may be signed in counterparts and delivered by electronic transmission,

P:[QLL]NGER INC., SUGRA LIMITED and
4322525 CANADA INC.

Per:

(T have enthority to bind each of the corperations)



DAVIDSON KEMPNER CAPITAY.
MANAGEMENT LLC on its ovwn bebalf and
on behalf of the affiliates Bsted ix Schedule
4AP Bereto {collectively, “DE)

Per:

Per:

(I/We have anthority to bind the entities
callectively referred to ay “DK}



SUN TMES MEBIA SROUB, INCL

Per:

Pex:
(/We have anthority to bind the corporation)

DAVIDSON KEMPNER CAPITAL
MANAGEMENT LLC on its ovn behalf and
on behalf of the affiliates listed in Schedyle
“A® hereto {colectively, “DX)

Per; /40"_
Per:
(I/We have wathority to bind the entities

collectively referred to as “DK") .--



Schedule “A”

MH Davidson Co.
Davidson Xemprer Infernational Limited
Davidson Kempner Instifutional Partners

Davidson Kempner Patiners

-10-
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Schedule “B”

REDACTED AND SEALED
PURSUANT TO COURT ORDER

DATED MAY 21, 2008



Schedule “C”

The djrectors to be proposed for election at the ammal general meeting of shareholders of
STMG to be held on June 17, 2008 are the following, which, for greater clarity, ave all of
the current directors of STMG. The six directors referred to in paragraph 6 of the Multi-
Paty Settlement Term Sheet will, notwithstanding any such election, resign in
accordance with paragraph 6 of the Multi-Party Settlement Term Sheet,

The Hon, Raymond G.H. Seitz
William Aziz

Brent D. Baird

Albrecht W. A, Bellstedt Q.C.
Herbert A. Denton

Peter Dey

Cyrus F, Freidheim, Jr.
Edward Hannah

Gordon A, Paris

Graham W, Savage

G, Wesley Voorheis
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Court File No. 07-CL-7120
ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.8.C. 1985, c. 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 LIMITED

Applicants

NOTICE OF MOTION
(Re: Service and Notice Procedure)

THE APPLICANTS will make a motion before a judge presiding over the Commercial
List on November 12, 2010 at 10:00 o’clock in the morning or as soon after that time as the

motion can be heard at 330 University Avenue, in the City of Toronto.
PROPOSED METHOD OF HEARING: The motion is to be heard orally.
THE MOTION IS FOR:

1. An Order substantially in the form of the draft Service and Notice Procedure Order

contained in the Applicants’ Motion Record:

(a) establishing a service and notice process in respect of a motion (the “Settlement
Approval Motion™) to be brought to approve certain settlements reached for the
benefit of the Applicants and their stakeholders regarding certain claims and
causes of actien in favour of the Applicants including approving releases from
third parties (collectively, the “Settlements”), including approval of a form of

notice to be given (the “Notice™);



2

(b)  establishing a procedure for filing of a notice of intent to appear in a prescribed

form (a “Notice of Appearance”) and approval of such form;

(¢) the seiting of a bar date to file a Notice of Appearance (the “Notice of

Appearance Bar Date”) in respect of the Settlement Approval Motion; and
(d)  setting a date for the hearing of the Settlement Approval Motion.

Such further and other relief as counsel may request and this Honourable Court may

deem just.
THE GROUNDS FOR THE MOTION ARE:

On August 1, 2007, the Applicants applied for and were granted protection from their
creditors nnder the Companies’ Creditors Arrangemenr Act (“CCAA™) pursuant to the
Order of this Honourable Court dated August 1, 2007 (the “Initial Order”) and Ernst &

Young Inc. was appointed as monitor (the “Monitor”) in the CCAA proceedings;

Pursuant to an Order of this Honourable Court dated May 21, 2008, as amended by the
Order of this Honourable Court dated July 3, 2008 (the “Multi-Party Settlement
Order™), BlueTree Advisors Inc. (“BlueTree”), an entity controlled by William Aziz,
CA, (“Aziz”) was appointed to provide the services of Aziz as the Chief Restructuring
Officer of the Applicants. BlueTree was also retained to provide the services of Aziz as
Chief Restructuring Officer to Domgroup Ltd., 10 Toronto Street Inc. Holcay Holdings
Ltd. and 021173 N.B. Limited AX.A. ‘Willett Foods F.K.A. Willett Food Company

(collectively, the “Non-Applicants™) pursuant to board resolutions passed by each of the
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Non-Applicants on June 16, 2008 (collectively, BlueTree and Aziz are referred to as the

“CRO™);

Pursuant to the Multi-Party Settlement Order, John D. Ground, Q.C. (vetired judge) was
appointed as an officer of this Honourable Court to be the litigation trustee (the
“Litigation Trustee”) over and in respect of all claims and causes of action in favour of

the Applicants (collectively, the “Litigation Assets™);

The Multi-Party Settlement Order empowered, authorized and directed the Litigation
Trustee and the CRO to, among other things, initiate, prosecute and continue the
prosecution of any and all proceedings and to defend proceedings with respect to the
Aﬁplicants and any of their property and undertaking and to settle or compromise any

such proceedings;

The Litigation Assets include claims and causes of actions asserted against a number of

parties, including, without limitation, against:

(&  KPMG LLP Canada, KPMG LLP (U.S.) and all other member firms of KPMG

International and their related or affiliated entities (collectively, “KPMG™); and
(b)  Torys LLP (Ontario) and Torys LLP (New York} (collectively, “Torys™);

A settlement has been reached among Hollinger Inc. (“Hollinger”), the Litigation
Trustee and Torys pursuant to a settlement agreement dated March 26, 2010 (the “Torys
Settlement Agreement”). In addition to the setflement of the claims and causes of

action referred to in paragraph 5(b) above, the Torys Settlement Agreement includes
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Torys’ agreement that it will not file any claims against the Applicants;

A settlement has also been reached among Hollinger, the Litigation Trustee and KPMG
pursuant to a settlement agreement dated October 1, 2010 (the “KPMG Settlement
Agreement”) In addition to the settlement of the claims and causes of action referred to
in paragraph 5(a) above, the KPMG Settlement Agreement includes the withdrawal and

waiver of KPMG’s claims against the Applicants;

The Applicants intend to seek this Honourable Court’s approval of the Torys Settlement

Agreement and the KPMG Settlement Agreement at the Settlement Approval Motion;

On the Settlement Approval Motion the Applicants will seek approval from this
Honourable Cowrt of the Torys Seftlement Agreement and the KPMG Settlement
Agreement including an order containing releases in favour of Torys and KPMG from

third parties who are not parties to the Settlements;

The service and notice process propesed by the Applicants is intended to ensure that all
persons who may have an interest in the Settlements or may be affected by the proposed
Settlement Approval Orders (as defined in the Service and Notice Procedure Order) are
provided with adequate notice of the Settlement Approval Motion and with the
opportunity to appear and be heard on sucﬁ motion, failing which such persons will,

among other things, be bound by the terms of the Settlement Approval Orders;

The Litigation Trustee and the CRO continue to deal with other Litigation Assets
including, without limitation, considering the possibility of settling or compromising

proceedings relating to the Litigation Assets where appropriate;
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Disclosure of the commercially sensitive terms contained in the Settlements could
undermine the Litigation Trustee and the CRO’s dealings with the other Litigation Assets
including, without limitation, any possible settlements the Litigation Trustee may reach
in respect of any of the remaining Litigation Assets. As a result, a sealing Order is being

requested with respect to these commercially sensitive terms;
The Monitor has advised that it recommends the relief being sought by the Applicants;

Such other facts as are set out in the Affidavit of the CRO sworn on October 29, 2010

(the “CRO Affidavii”) and the Fourteenth Report of the Monitor, to be filed;
The provisions of the CCAA,;
Rules 2.03, 3.02 and 37 of the Rules of Civil Procedure (Ontario); and

Such further and other grounds as counsel may advise and this Honourable Court may

deem just.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

motion:

L.

2.

3

the CRO Affidavit;

the Fourteenth Report of the Monitor, to be filed; and

Such further material as counsel may advise and this Honourable Court may permit.
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November 1, 2010 Thornton Grout Finnigan LLP
100 Wellington Street West, Suite 3200
Toronto, Ontario MSK 1K7

Robert I. Thornton (LSUCH# 24266B)
Kyla E.M. Mahar (LSUC# 44182G)
Tel:  416-304-1616

Fax: 416-304-1313

Solicitors for the Applicants and the Non-Applicants

TG: THIS HONOURABLE COURT

AND TO: THE SERVICE LIST ATTACHED



SERVICE LIST
(as at November 1, 2010)

THORNTON GROUT FINNIGAN LLP
Suite 3200, Canadian Pacific Tower
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Court File No. 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE }  FRIDAY, THE
) .
MR. JUSTICE CAMPBELL ) 12™ DAY OF NOVEMBER, 2010

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 LIMITED
Applicants

SERVICE AND NOTICE PROCEDURE ORDER

THIS MOTION made by the Applicants for an Order, inter alia, establishing a service
. and notice process in respect of a motion to be brought to approve certain settlements reached for
the benefit of the Applicants and their stakeholders regarding certain claims and causes of action

in favour of the Applicants was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Applicants’ Notice of Motion dated October 29, 2010, the Affidavit
of the Chief Restructuring Officer of the Applicants sworn on October 29, 2010 (the “CRO
Affidavit”), filed, the Fourteenth Report of Emst & Young In¢. in its capacity as Court-
appointed monitor of the Applicants (the “Monitor”) dated », 2010 (the “Fourteenth

Report™), filed, and on hearing from counsel for the Applicants, the Monitor and such other
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counsel as were present and on being advised that the Service List as of », 2010 was served

electronically with the Applicants’ Motion Record,

DEFINITIONS

L.

THIS COURT ORDERS that for the purposes of this Order, in addition to the terms

defined elsewhere in this Order, the following terms shall have the following meanings:

@

®

{c)

@

(®

®

“Business Day” means a day, other than a Saturday or a Sunday, on which banks

are generally open for business in Toronto, Ontario;

“CCAA” means the Companies” Creditors Arrangement Act, R.S.C, 1985, ¢. C-

36, as amended;

“Claims Order” means the Order of this Cowrt dated May 21, 2008, as amended
by the Otder of this Court dated November 26, 2008 and ag further amended by
the Order of this Court dated November 10, 2009 as such Order may be further

supplemented, amended or varied from time to time by this Court;
“Court” means the Ontario Superior Court of Justice (Commercial List);

“Creditor” means any Person having a Claim (as defined in the Claims Order or
the Non-Applicant Claims Order) for which they filed a proof of claim against
one of the Applicants or Non-Applicants that has not been finally disallowed in
full in accordance with those Orders and which term includes, without limitation,
any transferee or assignee of a Claim or a trustee, lquidator, receiver, receiver

and manager or other Person acting on behalf of such Person;

“CRO” means the Chief Restructuring Officer of the Applicants which is

BlueTree Advisors Inc., using the services of its sole officer and director, William



(8)

(h)

)

&)

0
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E. Aziz, appointed as an officer of this Court pursuant to the Mulii-Party

Settlemnent Order;

“Defendants” means all Persons against whom any of the Applicants have
commenced legal proceedings or with whom any of the Applicants have entered
into tolling agreements and which includes, without limitation, a trustes,

liquidator, receiver and manager or other Person acting on behalf of such Person;

“Indenture Trustees” means HSBC Bank USA, National Association and

Delaware Trust Company, National Association;

“Initial Order” means the Order of this Court dated August 1, 2007 as such

Order may be supplemented, amended or varied from time to time by this Court;

“KPMG Secttlement” means the settlement reached among the KPMG Settlement

Parties pursuant to the KPMG Settlement Apreement;

“KPMG Settlement Agreement” means the Seitlement Agreement dated
October 1, 2010, among the KPMG Settlement Parties, a redacted copy of which

is atfached as Exhibit “C” to the CRO Affidavit;

“KPMG Settlement Parties” means, collectively, the Applicants and their
existing subsidiaries (but not including the Chicago Newspapers Liquidation
Corp. formerly known as Sun Times Media Group, Inc. and its subsidiaries), the
Litigation Trustee and KPMG LLP Canada, KPMG LLP (U.S.), all other member
firms of KPMG International and their related or affiliated entities and their

respective past, present and future partners, officers, directors, employees,
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servants, agents, assigns, insurers and counsel (collectively, the “KPMG

Releasees™);

“Litigation Trustee” means John D. Ground, Q.C. (zetired judge) appointed as an

officer of this Court pursuant to the Multi-Party Settlement Order;

“Motion Record” means the Notice of Motion, the CRO Affidavit, including a
redacted version of the KPMG Settlement Agreement and a redacted version of

the Torys Settlement Agreement, and the draft Settlement Approval Orders;

“Multi-Party Settlement Order” means the Order of this Court dated May 21,
2008, as amended by the Order of this Court dated July 3, 2008 as such Order

may be further supplemented, amended or varied from time to time by this Court;

“'Non—Applicant Claims Order” means the Order of this Court dated August 27
2008, as amended by the Order of this Court dated November 26, 2008 and as
further amended by the Crder of this Court dated November 10, 2009 as such
Order may be further supplemented, amended or varied from time to time by this

Court;

“Notice” means the notice of the Settlement Approval Motion to the Creditors,

* the Defendants, the Shareholders and any other affected Person in substantially

the form attached as Schedule “A”;-

“Notice of Appearance” means the notice delivered by a Creditor or Shareholder

to the Monitor and its counsel pursuant to paragraph 7, which shall be

substantially in the form attached as Schedule “B”;

“Notice of Appearance Bar Date” means noon (EST) on December 3, 2010;
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“Person” includes any individual, partnership, joint venture, trust, corporation,
unlimited liability company, unincorporated organization, government body or
agency or instrumentality thereof, or any other judicial entity howsoever

designated or constituted;
“Service List” means the most current Service List in these proceedings;

“Settlement Approval Motion” means the motion for, among other things, Court
approval of the KPMG Settlement Apreement and the Torys Settlement
Agreement and all transactions and documents related thereto, which is
anticipated to be heard by the Court on January 14, 2011 or such other date as

may be agreed by the KPMG Settlement Parties and the Torys Settlement Parties;

“Settlement Approval Orders” means the Orders to be sought from the Court
approving, among other things, the KPMG Settlement Agreement and the Torys

Settlement Agreement and all transactions and documents relating thereto;

“Settlement Document Package” means a document package that includes a
copy of the Notice, Notice of Appearance, Motion Record including a redacted
copy of the KPMG Settlement Agreement and a redacted copy of the Torys
Settlement Agteement,‘ the draft Settlement Approval Orders, the Fourteenth

Report, this Order and such other materials as the Monitor or the CRO may

* consider appropriate or desirable;

“Shareholders” means the past and present holders of all issued and outstanding
shares in the capital stock of the Applicant, Hollinger Inc., whether common or

preferred, and including any warrants, options or other rights therein;
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(z)  “Torys Settlement” means the settlement reached among the Torys Settlement

Parties pursuant to the Torys Settlement Agreement;

(aa) “Torys Setftlement Agreement” means the Settlement Agreement dated March
26, 2010, among the Torys Settlement Parties, a redacted copy of which is

attached as Exhibit “A” to the CRO Affidavit;

(bb) “Torys Settlement Parties” means Hollinger Inc., the Litigation Trustee, Torys

LLP (Ontario) and Torys LLP (New York); and

(cc)  “Website™ means the website of the Monitor at www.ey.com/ca/hollinger.

MONITOR’S ROLE

2.

THIS COURT ORDERS AND DIRECTS that the Monitor, in addition to its duties
under the CCAA, the Initial Order and any other Orders in these proceedings, is hereby
empowered to take such other actions and fulfill such other roles as are authorized by this
Order and the CCAA and that, in taking such other actions and in fulfilling such other
roles, the Monitor shall have the protections given to it in the Initial Order and this Order,

including without limitation the protections provided in paragraph 11 of this Order.

CRO’S ROLE

3,

THIS COURT ORDERS AND DIRECTS that the CRO, in addition to its preseribed
rights and obligations under the Multi-Party Settlement Order and any other Orders in
these proceedings, is hereby empowered to take such other actions and fulfill such other
roles as are authorized by this Order and that, in taking such other actions and fulfilling

such other roles, the CRO shall have the protections given to it in the Multi-Party
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Settlement Order and this Order, including without limitation, the protections provided in

paragraph 12 of this Order.

NOTICE

4, THIS COURT ORDERS that:

(a)

®

©

(d)

(©

as soon as practicable, but in any event no later than two (2) days following the
making of this Order, the Monitor shall post a copy of the Settlement Document

Package on its Website;

as soon as practicable, but in any event no later than seven (7) days following the
making of this Order, the Monitor, with the assistance of the CRO, shall send a
copy of the Notice to each of the Creditors to the address provided in their proof
of claim filed in accordance with the Claims Order or Non-Applicant Claims

Order, as applicable;

as soon as practicable, but in any event no later than seven (7) days following the
making of this Order, the Monitor, with the assistance of the CRO shall send a
copy of the Notice to each of the Defendants at their last known address, if any,

according to the records of the Applicants;

as soon as practicable, but in any event no later than seven (7) days following the
making of this Order, the Monitor shall cause the Notice to be published in The

Globe and Mail (National Edition) and the Wail Street Journal,

the Applicants shall serve the Motion Record on the Service List by electronic

service in a manner described in paragraph 10 herein;
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THIS COURT ORDERS that service by the Applicants of the Motion Record on the
Service List, by the Monitor of the Notice on the Creditors and the Defendants, posting of
the Settlement Document Package on the Website and publication of the Notice in the
manner set forth herein shall constitute good and sufficient service upon the Creditors,
the Defendants, the Shareholders and all other affected Persoms of notice of the

Settlement Approval Motion, the Motion Record, the KPMG Settlement, the KPMG

Settlement Agreement, the Torys Settlement, the Torys Settlement Agreement, the

Settlement Approval Orders, this Order, .the Notice of Appearance Bar Date and related
deadlines and procedures set forth herein and that no other form of service or notice need
be made by any of the Applicants, the CRO or the Monitor to any other Person and no
other documents, or materials need be served on any Person in-respect of the Settlement

Approval Motion, except as provided in paragraph 10 of this Order.

THIS COURT CORDERS that the form and substance of each of the Notice and the
Notice of Appearance, substantially in the forms as attached as Schedule “A” and “B”,
respectively, to this Order are hereby approved, subject to the Applicants, the CRO and
the Monitor making such minor or non-material amendments to such forms as the

Applicants, the CRO and the Monitor consider necessary or desirable.

NOTICE OF APPEARANCE BAR DATE

7.

THIS COURT ORDERS that any Person intending to file a Notice of Appearance must
do so by sending it to the Monitor, with a copy to the Monitor’s counsel, Lenczner Slaght
Royce Smith Griffin LLP, so that such Notice of Appearance is received by the Monitor
and its counsel on or before the Notice of Appearance Bar Date, as provided for by the

terms of the Notice of Appearance.
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THIS COURT ORDERS that, if a Notice of Appearance is sent to the Monitor, with a

copy to its counsel, and such Notice of Appearance is received by the Monitor and its

counsel on or before the Notice of Appearance Bar Date:

@

®)

(©)

@

the parties by so sending the Notice of Appearance may appear in person or
through such party’s own counsel at such party’s own expense with respect to the

Settlement Approval Motion;

upon receipt of each Notice of Appearance, the Monitor shall send the submitting

party a receipt acknowledging the filing of such Notice of Appearance;

within two (2) days following the Notice of Appearance Bar Date, the Monitor
shail, by way of a Monitor’s Report or otherwise at the discretion of the Monitor,
provide-the Service List with a list of the Notices of Appearance received in

accordance with this Order that have not been withdrawn; and

the Monitor shall send copies of the Notices of Appearance received in
accordance with this Order that have not been withdrawn to the Applicants and
counsel for the KPMG Settlement Parties, counsel for the Torys Settlement

Parties and counsel for the Indenture Trustees.

THIS COURT ORDERS that any Person that does not send a Notice of Appearance as

provided for herein which is received by the Monitor and its counsel on or before the

Notice of Appearance Bar Date:

@

shall not be entitled to appear or be heard at the Settlement Approval Motion, or
to receive any further notice of, or materials or documentation relating to, arising

out of, or in conjunction with, the Settlement Approval Motion;
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(b)  shall be bound by the terms of the Settlement Approval Orders and all other

related Orders as may be subsequently made in these proceedings; and

N
(c) shall be forever barred and enjoined from making any objection or opposition to,

disputing in any manner whatsoever or appealing or moving to set aside or vary
- the Seftlement Approval Orders, the KPMG Settlement, the KPMG Settlernent
Agreement, the Torys Settlement, the Torys Settlement Agreement or any other
documents, Orders or proceedings with respect to, arising out of, or in connection
with the Settlement Approval Motion, the Settlement Approval Orders, the
KPMG Settlement, the KPMG Settlement Agreement, the Torys Settlement and

the Torys Settlement Agreement.

10.  THIS COURT ORDERS that the Applicants shall be required to serve the motion
materials Ifalating to the Settlement Approval Motion on the Service List on or before
November 26, 2010 and shall be required to serve the motion materials relating to the
Seftlement Approval Motion on any Person who has filed a Notice of Appearance as
provided for herein which was received by the Monitor‘ and its counsel on or before the
Notice of Appearance Bar Date, unless such Person has withdrawn the Notice of
Appearance within two days of receipt of the Notice of Appearance and in any event on

or before December 3, 2010.

PROTECTIONS FOR THE MONITOR AND CRO
11.  THIS COURT ORDERS that (i) in carrying out the terms of this Order, the Monitor

shall have all of the protections provided for it by the CCAA. and the Initial Order or as
an officer of this Court, including the stay of proceedings in its favour, (ii) the Monitor

shall incur no liability or obligation as a result of the carrying out of its duties under this
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Order, (iif) the Monitor shall be entitled to rely on the books and records of the
Applicants, the Proof of Claim filed in accordance with the Claims Order, and any other
information provided by the Applicants, all without independent investigation, and (iv)
the Monitor shall not be liable for any claims or damages resulting from any errors or

omissions in such books, records, Proofs of Claim or information.

THIS COURT ORDERS that (i) in carrying out the terms of this Order, the CRO shall .
have all the protections provided for it by the Multi-Party Settlement Order, (ii) the CRO
shall incur no liability or obligation as a result of assisting the Monitor in the carrying out
of the provisions of this Order, (iii) the CRO shall be entitled to rely on the books and
records of the Applicants, the Proofs of Claim filed in accordance with the Claims Order
and any other information provided by the Applicants, all without independent
investigation, and (iv) the CRO shall not be liable for any claims or damages resulting

from any errors or omissions in such books, records, Proofs of Claim or information.

DIRECTIONS

13.

THIS COURT ORDERS that any Applicant, the CRO or the Monitor may, at any time,
and with such notice to the KPMG Settlement Parties, the Torys Settlement Parties, the
Indenture Trustees or other Persons as this Court may require, seek directions from the
Court with respect to this Order and the process set out herein, including the forms

attached as Schedules hereto.

SERVICE AND NOTICE

14.

THIS COURT ORDERS that the Moritor, the CRO or the Applicants, as the case may
be, are at liberty to deliver the Notice and any letters, notices or other documents to

interested Persons by forwarding true copies thereof by pre-paid ordinary mail, courier,
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personal delivery or electronic or digital transmission. Any such service or notice by
courier, personal delivery or electronic or digital transmission shall be deemed to be
received on the next business day following the date sent or, if sent by pre-paid ordinary

mail, on the fourth business day after mailing.

THIS COURT ORDERS that the Notice of Appearance to be given under this Order by
any Person to the Monitor shall be in writing in substantially the form provided for in this
Order and will be sufficiently given only if given by pre-paid ordinary mail, courier,

personal delivery or electronic or digital transmission and addressed to and received by:

Ernst & Young Inc.

Court-appointed Monitor of Hollinger Inc. and others
222 Bay Street

Toronto, ON M5K 1J7

Aftention: Christopher Mediratta
Email: christopher.mediratta@ca.ey.com
Fax: (416) 943-3300

With a copy to:

Lenczner Slaght Royce Smith Griffin LLP

Lawyers for the Monitor of Hollinger Inc. and others
130 Adelaide Street West, Suite 2600

Toronto, Ontario M5H 3P5

Attention: Peter Griffin
Email: pgriffin@litigate.com
Fax: 416-865-9010

Any such notice or other communication by any Person shall be deemed received only

upon actual receipt thereof during normal business hours on a Business Day.

TIMETABLE FOR SETTLEMENT APPROVAL MOTION

16.

THIS COURT ORDERS that the following timetable be established for the exchange of

materials prior to the Settlement Approval Motion:
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(@  responding motion materials to be delivered to the Service List on or before

December 10, 2010;

(b)  reply motion materials to be delivered to the Service List on or before December

20,2010,

() applicants’ factum to be delivered to the Service List on or before January S,

2011;

(d)  responding factum to be delivered to the Service List on or before January 10,

2011; and

(¢}  reply factum to be delivered to the Service List on or before January 12, 2011.

SEALING ORDER
17. THIS COURT ORDERS that the Applicants be and are hereby authorized, nunc pro

tunc, to post on the Website and serve upon any Person, other than the Court, a version of
the CRO Affidavit that has been redacted to remove certain confidential references in the
Torys Settlement Agreement and the KPMG Settlement Agreement attached thereto as

Exhibits “A” and “C”, respectively.

18. THIS COURT ORDERS that the unredacted version of the CRO Affidavit filed with
the Court, including Exhibits “A” and “C” thereto, shall be sealed from the public record

until further Order of the Court.
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SCHEDULE “A”
(NOTICE FORM ATTACHED)



NOTICE CONCERNING HOLLINGER INC,, 4322525 CANADA INC.
AND SUGRA LTMITED
(hereinafter collectively referred to as the “Applicants”)

RE: NOTICE OF SETTLEMENT OF CLAIMS AND CAUSES OF ACTIONS IN
FAVOUR OF THE APPLICANTS INVOLVING KPMG LLP CANADA (THE
“KPMG SETTLEMENT”), TORYS LLP (ONTARIO) AND TORYS LLP (NEW
YORK) (THE “TORYS SETTLEMENT”), AND NOTICE OF A BAR DATE
RELATING TO THE KPMG SETTLEMENT AND THE TORYS SETTLEMENT
AND AN ORDER APPROVING THESE SETTLEMENTS

The Applicants and the Court-appointed Litigation Trustee have entered into two settlement
agreements (coliectively, the “Settlements”) in respect of which Court Orders will be sought.

The KPMG Settlement Agreement settles all claims and causes of action advanced by Hollinger
Inc. on its own behalf and on behalf of all other CCAA applicants and their subsidiaries other
than Chicago Newspaper Liquidation Corp. (formerly known as Sun-Times Media Group) and
its subsidiaries. In return for payment by KPMG of the settlement amount and withdrawal of
KPMG’s claims against the Applicants, Hollinger is seeking a Court ordered release in favour of
KPMG LLP Canada, KPMG LLP (U.S.), all other member firms of KPMG International and
their related or affiliated entities and their respective past, present and future partners, officers,
directors, employees, servants, agents, assigns, insurers and counsel (collectively, the “KPMG
Releasees”). The intent of the release is to eliminate any basis for any direct or indirect claim by
any Person against the KPMG Releasees in any way relating to the subject matter of the KPMG
Settlement, save and except claims based on a final judgment that a plaintiff suffered damages
or, if under civil law, prejudice as a direct result of the plaintiff’s reliance on express frandulent
misrepresentation made by any or all of the KPMG Releasees or their agents when any or all the
KPMG Releasees had actual knowledge that the misrepresentation was false.

The Torys Settlement Agreement settles all claims and causes of action advanced by Hollinger
Inc. on its own behalf and on behalf of all other CCAA applicants and their subsidiaries other
than Chicago Newspaper Liquidation Corp, (formerly known as Sun-Times Media Group) and
its subsidiaries. In return for payment by Torys of the settlement amount and Torys agreement
that it will not file any claims against the estates of any of the Applicants, Hollinger is seeking a
Court ordered release in favour of Torys and its past, present and future partners, employees,
directors, officers, affiliates, agents, advisors, insurers and their predecessors, successors and
assigns {collectively, the “Torys Releasees™). The intent of the release is to eliminate any basis
for any direct or indirect claim by any Person against the Torys Releasees in any way relating to
the subject matter of the Torys Settlement, save and except claims based on a final judgment that
a plaintiff suffered damages or, if under civil law, prejudice as a direct result of the plaintiff’s
reliance on express fraudulent misrepresentation made by any or all of the Torys Releasees or
their agents when any or all the Torys Releasees had actual knowledge that the
misrepreseniations was false.
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The Settlements and the Settlement Approval Orders sought contain terms and provisions that
may compromise, limit or release certain of your rights. Please consult the Settlement Document
Package for more details at the Monitor’s website www.ey.com/ca/hollinger.

This Notice is being published pursuant to an Order of the Superior Court of Justice (the
“Court”) made », 2010 (the “Service and Notice Procedure Order”). This Notice has been
approved by the Court pursuant to the Service and Notice Procedure Order. A copy of this
Notice will be sent to Creditors and Defendants (as defined in the Service and Notice Procedure
Order) on or before », 2010 in accordance with the Service and Notice Procedure Order.
Persons may obtain a Settlement Document Package, including the forms of the Settlement
Approval Orders, further details of the KPMG Settlement Agreement and the Torys Settlement
Agreement and a form of Notice of Appearance (the “Notice of Appearance™), from the
Monitor’s website at www.ey.com/ca/hollinger.

Motions for approval and implementation of the Settlements including for the barring and release
of certain claims (the “Settlement Approval Motions™) have been scheduled with the Court in
Toronto to be heard on P, 2010, If you wish to attend and be heard at the Settlement Approval
Motions on P, 2010, a Notice of Appearance must be submitted by pre-paid ordinary mail,
courier, email or fax to the Monitor and its counsel, Lenczner Slaght Royce Smith Griffin LLP,
at the following addresses:

Emst & Young Inc. Lenczner Slaght Royce Smith Griffin LLP
Court-appointed Monitor of Hollinger Inc. and Lawyers for the Monitor of Hollinger Inc. and
others others
222 Bay Street 130 Adelaide Street West, Suite 2600
Toronto, ON M5K 1J7 Toronto, Ontario M5H 3P5
Attention: Christopher Mediratta Attention:  Peter Griffin
Email: christopher.mediratta@ca.ey.com Matthew Lerner
Fax: (416) 943-3300 _ Email: periffin@litigate.com
mierner@litigate.com
Fax: 416-865-9010

All Notices of Appearance must be received by the Monitor and its counsel by noon (EST)
on >, 2010 (the “Notice of Appearance Bar Date™). It is your responsibility to ensure that
the Monitor and its counsel receive your Notice of Appearance by the Notice of Appearance
Bar Date if you wish to appear and be heard, If you file a Notice of Appearance by the
Notice of Appearance Bar Date you must be represented in person or through legal counsel
at your own expense with respect to the Settlement Approval Motion and any other
proceedings regarding the Settlements in which you wish to participate.

PERSONS WILL BE BOUND BY ALL TERMS OF THE SETTLEMENT APPROVAL
ORDERS AND WILL BE BARRED AND ENJOINED FROM OBJECTING TO,
DISPUTING IN ANY MANNER WHATSOEVER, APPEALING OR MOVING TO SET
ASIDE OR VARY THE SETTLEMENTS OR THE SETTLEMENT APPROVAL
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ORDERS IF A NOTICE OF APPEARANCE IS NOT RECEIVED BY THE MONITOR
AND ITS COUNSEL ON OR BEFORE THE NOTICE OF APPEARANCE BAR DATE
AND SUCH PERSON DOES NOT ATTEND IN PERSON OR BY LEGAL COUNSEL AT
THE SETTLEMENT APPROVAL MOTION TO BE HEARD ON », 2010 AT THE
COURTHOUSE, 8™ FLOOR, 330 UNIVERSITY AVENUE, TORONTO, ONTARIO.

DATED at Toronto this » day of », 2010,
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SCHEDULE “B”

(NOTICE OF APPEARANCE FORM ATTACHED)



Court File No. (7-CL-7120

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 LIMITED

Applicants
NOTICE OF APPEARANCE
TGO: ERNST & YOUNG INC. AND TO: LENCZNER SLAGHT ROYCE
Court-appointed Monitor of Hollinger Inc, and SMITH GRIFFIN LLP
others Lawyers for the Monitor of Hollinger Inc. and
222 Bay Street others
Toronto, Ontario 130 Adelaide Street West
Canada MSK 1J7 Suite 2600
Toronto, Ontario
Canada M5H 3P5
Attention: Christopher Mediratta Attention: Peter Griffin
Phone: 1-888-788-9099 Matthew Lerner
Email: christopher.mediratta@ca.ey.com Email: periffin@litigate.com
Fax: (416) 943-3300 mlermer@litigate.com
Fax: (416) 865-9010
I (please check at least on of the following boxes as

a,pplicable: (insert name)

O am a Creditor of the Applicants or the Non-Applicants;
am an officer of a Creditor.
am a current or former Shareholder of Hollinger Inc.;

am a Defendant; or

O O a0 o

am another affected Person;



Under the Order of Mr. Justice Campbell dated P, 2010, Persons who wish to appear and be
heard on the motions currently scheduled for », 2010 (the “Settlement Approval Motions™) to
approve the settlements described in the Notice sent to such parties (the “Settlements™) may do
so by filing this Notice of Appearance with the Monitor and Lenczner Slaght Royce Smith
Griffin LLP by way of fax/email/regular mail/courier provided that such Notice of Appearance is
received by the Monitor and its counsel on or before noon (EST) on December 3, 2010.

[ hereby notify the Monitor that: (a) I intend to appear at the Settlement Approval Motions; and
(b) I will appear in person or through my own counsel at my own expense at the Settlement
Approval Motions and to the extent I wish to appear in any other proceedings relating to the
Settlements.

Failure to file a Notice of Appearance with the Monitor and its counsel on or before noon
(EST) on December 3. 2010 will result in you being bound by ail terms of the Settlement
Approval Orders and in you being forever barred and enjoined from objecting to,
opposing, disputing in any manner whatsoever, appealing or moving to set aside or vary
the Settlements, the KPMG Settlement Agreement and the Torys Settlement Agreement
and the Seftlement Approval Orders.

Date Signature

My contact information for service is as My lawyer’s address for service is as follows:
follows:

(please insert an email address for service or a street (please complete the above information for the lawyer, if
address if you do not have an email address) any, you have retained to represent you at the Settlement
Approval Motion)

My contact phone number is as follows:
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Couzt File No. 07-CL-7120

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 LIMITED

Applicants

AFFIDAVIT OF WILLIAM E. AZIZ,
{Sworn on November 1, 2610)

I, WILLIAM E. AZIZ, of the City of Oakville, in the Province of Ontario, MAKE

OATH AND SAY AS FOLLOWS:

1. - I am the President of BlueTree Advisors Inc., Chief Restructuring Officer of the
Applicants and the Non-Applicants (as defined herein). As such, I have personal
knowledge of the matters to which I hereinafter depose, except where my knowledge is

based on information and belief, in which case I believe such information to be frue.

2. Pursuant to an Order of this Honourable Court dated May 21, 2008, as amended by the
Order of this Honourable Court dated July 3, 2008, (the “Multi-Party Settlement
Order™), I or a company or entity owned or controlled by me was appointed as the Chief

Restructuring Officer of the Applicants. BlueTree Advisors Inc. (“BlueTree”) is the
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entity owned or conirolled by me that was appointed to provide my services as Chief

Restructuring Officer of the Applicants.

3, BlueTree was also retained to provide the services of Chief Restfuctwing Officer of
Domgroup Ltd., 10 Toronto Street Inc., Holcay Holdings Ltd. and 021173 N.B. Limited
ak.a, Willett Foods fk.a Willett Food Company (collectively, the “Non-Applicants™)
pursuant to board resolutions passed by each of the Non-Applicants 01; June 16, 2008.

Collectively, BlueTree and myself are referred to herein as the “CRO”.

Purpose

4. 1 swear this Affidavit in support of this motion to approve, among other things:

(@)  a service and notice process in respect of a motion (the “Settlement Approval
Motion™) to be brought to approve certain seitlements reached for the benefit of
the Applicants and their stakeholders regarding certain claims and causes of
action in favour of the Applicants and certain claims and possible claims against
the Applicants (collectively, the “Settlements™), including approval of a form of
notice to be given (the “Notice™);

(b)  establishing a procedure for filing of a notice of intent to appear in a prescribed
form (a “Notice of Appearance™) and approval of such form;

(c)  the sefting of a bar date to file a Notice of Appearance (the “Netice of
Appearance Bar Date”) in respect of the Settlement Approval Motion; and

(d)  setting a hearing date for the hearing of the Settlement Approval Motion.



Litigation Assets

3.

Pursuant to the Multi-Party Settlement Order, John D. Ground, Q.C. (retired judge) was
appointed as an officer of this Honourable Court to be the Litigation Trustee (the
“Litigation Trustee”) over and in respect of all claims and causes of action in favour of

the Applicants (collectively, the “Litigation Assets™).

The Multi-Party Settlement Order empowered, authorized and directed the Litigation
Trustee and myself to, among other things, initiate, prosecute and continue the
prosecution of any and all proceedings and to defend, then pending or thereafter
instituted, proceedings with respect to the Applicants and any of their property and

undertaking and fo settle or compromise any such proceedings.
The Litigation Assets include claims and causes of actions asserted against a number of
parties, including, without limitation, against;

@) KPMG LLP Canada, KPMG LLP (U.S.) and all other member firms of KPMG

International and their related or affiliated entities (collectively, “KPMG™); and

(b)  Torys LLP (Ontarioc) and Torys LLP (New York) (collectively, “Torys™).

Settlements

8.

A settlement has been reached among Hollinger Inc. (“Hollinger™), the Litigation
Trustee and Torys pursuant to a settlement agreement dated March 26, 2010 (the “Torys
Settlement Agreement”). In addition to the settlement of the claims and causes of
action referred to in paragraph 7(b) above, the Torys Settlement Agreement includes
Torys® agreement that it will not file any claims against the Applicants. A redacted copy

of the Torys Seftlement Agreement is attached hereto as Exhibit “A”. An unredacted
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copy of the Torys Settlement Agreement is attached to the Affidavit being provided to

this Honourable Court and a sealing Order is being sought in respect thereof,

9. Hollinger issued a press release announcing the Torys Settlement Agreement on July 15,
2010. A copy of the press release issued by Hollingér on July 15, 2010 is attached hereto

as Exhibit “B”,

10. A seftlement has also been reached among Hollinger, the Litigation Trustee and KPMG
pursuant to a seitlement agreement dated October 1, 2010 (the “KPMG Settlement
Agreement”). In addition to the claims and possible claims referred to in paragraph 7(a)
above, the KPMG Settlement Agreement includes the withdrawal and waiver of KPMG’s
claims against the Applicants. A redacted copy of the KPMG Settlement Agreement is
attached hereto as Exhibit “C”. An unredacted copy of the KPMG Settlement Agreement
is attached to the Affidavit being provided to this Honourable Court and a séaling Order

is being sought in respect thereof.

11.  Hollinger issued a press release announcing the KPMG Settlement Agreement on
October 6, 2010. A copy of the press release issued by Hollinger on October 6, 2010 is

attached hereto as Exhibit “D".

Service and Notice Process

12.  The service and notice process proposed by the. Applicants is intended to ensure that all
persons who may have an interest in the Settlements or who may be affected by the
proposed Sett]emént Approval Orders are provided with adequate notice of the

Settlement Approval Motion and with the opportunity to appear and be heard on such
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motion, failing which such persons will, among other things, be bound by the terms of the

Settlement Approval Orders.

Notice

13.  The process contemplates that a Notice in the form atfached hereto as Exhibit “E” will be

distributed and published in the following manner:

(®)

(b)

(©)

A copy of the Notice will be posted by the Monitor on its website at

www.ey.com/ca/hollinger along with a copy of the Notice of Appearance, the

Applicants’ Motion Record, including a redacted copy of the KPMG Settlement
Agreement and a redacted copy of the Torys Settlement Agreement, the draft
Settlement Approval Orders, the Fourteenth Report of the Monitor, the Service
and Notice Procedure Order and such other materials as the Monitor or I may
éonsider appropriate or desirable (collectively, the “Settlement Document
Package”) as soon as practicable but in any event within two days following the

making of the Service and Notice Procedure Order;

The Monitor, with my assistance, will send a copy of the Notice to each of the
Creditors (as defined in the Service and Notice Procedure Order) to the address
provided in their proof of claim filed in accordance with the Claims Order or
Non-Applicant Claims Order, as applicable, as soon as practicable but in any
event no later than seven days following the making of the Service and Notice

Procedure Order;

The Monitor, with the assistance of the CRO, will send a copy of the Notice to

each of the Defendants (as defined in the Service and Notice Procedure Order) at
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their last known address, if any, according to the records of the Applicants as soon
as practicable but in any event no later than seven days following the making of

the Service and Notice Procedure Order; and

(d  The Monitor will publish the Notice in The Globe and Mail (National Edition)
and the Wall Street Journal as soon as practicable but in any event no later than

seven days following the making of the Service and Notice Procedure Order.

I am of the view that the distribution and the publication of the Notice in the manner set
out above will provide sufficient and timely notice to any person who may have an
interest in the Settlements or who may be affected by the proposed Settlement Approval
Orders to submit their intention to appear and be heard at the Seﬁlement Approval

Motion by the Notice of Appearance Bar Date described below.

Nofice of Appearance Bar Date

15.

16.

The process proposed requires that any person wishing to appear at the Settlement
Approval Motion must deliver a Notice of Appearance to the Monitor with a copy to the

Monitor’s counsel,

The Applicants hav; proposed a Notice of Appearance Bar Date of noon (EST) on
December 3, 2010 for the delivery of Notices of Appearance to the Monitor. This
provides two weeks from the date the Notice is published in the newspapers and sent out
to the Creditors and Defendants for interested persons to file a Notice of Appearance if

they wish to attend and be heard at the Settlement Approval Motion.
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17.  Within two days following the Notice of Appearance Bar Date, the Monitor will provide
the Service List with a list of Notices of Appearance received that have not been

withdrawn.

18.  If a person does not deliver a Notice of Appearance to the Monitor on or before the
Notice of Appearance Bar Date, that person: (a) shall not be entitled to appear or be heard
at the Settlement Approval Motion or to receive any further notice of, or materials or
documentation relating to, arising out of, or in conjunction with, the Settlement Approval
Motion; (b) shall be bound the terms of the Settlement Approval Orders, if granted, and
all other related Orders as may be subsequently made in these proceedings; and (¢} shail
be forever barred and enjoined from making any objection or opposition to, disputing in
any manner whatsoever or appealing or moving to set aside or vary the Settlement
Approval Orders, the KPMG Settlement Agreement, the Torys Setflement Agreement or
any other documents, Orders or proceedings with respect to, arising out of, or in
connection with the Settlement Approval Motion, the Settlement Approval Orders, the

KPMG Settlement Agreement and the Torys Settlement Agreement.

Settlement Approval Motion

19.  The Applicants propose that the Settlement Approval Motion be scheduled to be heard by
this Honourable Court on January 14, 2011 subject to confirmation ‘of the Honourable

Justice Campbell’s availability.

Sealing Order Requested

20.  The Litigation Trustee and I continue to deal with other Litigation Assets including,

without limitation, considering the possibility of settling or compromising proceedings
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relating to the Litigation Assets where appropriate.

A sealing order is being requested with respect to my unredacted Affidavit filed with this
Honourable Court which includes unredacted copies of the Torys Settlement Agreement

and the KPMG Settlement Agreement at Exhibits “A” and “C”, respectively.

In my view, disclosure of the commercially sensitive terms contained in the Setflements
could undermine the Litigation Trustee and my dealings with the remaining Litigation
Assets including, without limitation, any possible settlements the Litigation Trustee may

reach in respect of any of the remaining Litigation Assets.

Conclusion

23.

24,

SWORN before me at the City of Toronto,

in the Province of Ontario, this 1% day of N .
November, 2010. ' [ . g . Q }\5 ‘

In my view, the proposed notice and service process provides a simplified and
streamlined process for notification of the Settlements to any person who may possibly
be affected by the Settlement Approval Orders being sought and for such person to

appear and be heard at the Settlement Approval Motion if they desire to do so.

Based on the foregoing, the CRO recommends that this Honourable Court grant the relief
sought as particularized in the draft Service and Notice Procedure Oxder contained in the

Applicants® Motion Record.

WILLIAM E. AZIZ /

Commissioner for Taking Affidavits
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RELEASE AND SETTLEMENT AGREEMENT

THIS RELEASE AND SET‘I‘LEMENT AGREEMENT (ﬂns "Agreement") made as of
the 26th day of March, 2010 between Torys LLP, an Ontario limited liability parmership, Torys’
LLP, a New York limited lisbility partnership (collectively, along with any predecessor
partnerships "Torys") and Hollinger Inc. ("Hollinger") a corporation incorporated under the
Cangda Business Corporaﬂons Act, R.S. 1985 ¢.C-44 (together, the "Parties"); and -

WHEREAS, in or about December 2005, Hollinger advised Torys of an intention fo
commence legal proceedings against Torys, in respect of Torys having given advice and
conducted legal work for Hollinger and related persons and entities (the "Intended A¢tion™); and

WHEREAS, pursuant to an agreement to mediate dated as of December 8, 2005 and
subsequently extended by agreements dated November 30, 2006, November 22, 2007 and
December 12, 2008 (collectively the "Mediation Agreement") the Parties agreed, inter alia, to
mediate the Intended Action; and

WHEREAS, pursyant to an order of the Ontario Superior Cotut of Justice, Commercial
List, (the "Court”) dated August 1, 2007 (the "Initial CCAA. Order") Hollinger, 432525 Canada
Inc. and Sugra Limited (together the "CCAA Applicants”), were authorized to commence a
proceeding pursuant to the Companies' Creditors Arrangemernt Act, R.S.C. 1985, ¢. C-36 as
amended (“CCAA") wherein the CCAA Applicants may file a plan of compromise and
arrangement (a “Plan’™); and

WHEREAS, pursuant to an order of the Court dated May 21, 2008 the CCAA Applicants
obtained approval of a multi-party settlement and a cost reduction/asset enhancement program
(the “MPS Order™) wherein John D. Ground (retired Justice) was appointed as an officer of the
Court to be the Litigation Trustee over and in respect of all ¢claims and causes of action in favour

of the CCAA Applicants, including the Intended Action; and

WHEREAS, pursuant to the MPS Order, the Litigation Trustee was empowered to

" initiate, prosecute and continue the prosecution of any and all proceedings then pending or

thereafter instituted with respect to the CCAA Applicants including, inter alia, the power to
settle or compromise any such proceeding, including the Intended Action; and .

WHEREAS, the Parties engaged in a mediation process before George W. Adams
(retired Justice) on March 23 and 24, 2010 (the "Mediation"); and

WHEREAS Torys denies that it has liability to Hollinger or has engaged in any
wrongdoing; and

WHEREAS Torys has agreed to enter into this Agreement o resolve any potential

liability- to Hollinger and to reduce further expense, inconvenience aund the distraction of
burdensome and protracted ktigation,

¥ g
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NOW THEREFORE IN CONSIDERATION OF THE COVENANTS SET OUT
BELOW AND OTHER GOOD AND VALUABLE CONSIDERATION, THE RECEIPT AND
SUFFICIENCY OF WHICH ARE ACKNOWLEDGED, AND SUBJECT TO THE
PROVISIONS SET OUT HEREIN RESPECTING COURT APPROVAL OF THIS
SETTLEMENT AND ITS MATERIAL TERMS, the Parties agree as follows;

1. Payment by Torys of the Settlement Amount: Torys shall pay, or cause to be paid by its
agents, the sum of (the "Settlement Amount") to Hollinger for the benefit of the )
Litigation Trustee. The Settlement Amount shall be paid as follows:

()

(b)

(©

2. Full and Final Release of Torys by the Hollinger Releasors: Upon payment in_full of the
_ Settlement Amount, Hollinger, its past, present and future subsidiaries and divisions (including,
without limiting the foregoing, 432525 Canada Inc., Sugra Limited, DomGroup Ltd. and 10
Toronto Street Ltd., but not including the Svn Times Media Group, Inc. and its subsidiaries
(collectively referred to as “STMG"), all partnerships in which Hollinger or a wholly-owned
subsidiary of Hollinger is the general partner and any corporation owned by such partnership, for

e
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themselves, their employees, servants, agents, heirs, administrators, successors, assigns and c;n
behalf of any party or parties who claim a right or interest through them (collectively, the
"Hollinger Releasors"} do hereby fully,'ﬁnally and forever, release, remise, acquit and forever
discharge, without qualification or limitation, Torys and its past, present and futore partners,
employees, directors, officers, affiliates, agents, advisors, insuteis and reinsurers, and their
predecessors, successors and assigns (collectively the "Torys Releasees"), separately and jointly,
of and from any and all rights, interests, obligations, debts, dues, sums of money, accounts,
reckonings, damages, claims, actions, allegations, causes of action, counterclaims or demands
whatsoever, whether known or unknown, in law or in equity, of whatever kind or chara;ter,
suspected, fixed or contingent (collectively "Claims") that have been, that could bé, or that could
have been asserted by the Hollinger Releasors from the beginning of time through the date
hereof (including without limitation any claim for contribution, indemnification, reimbursement
or any other forms of claims over related to the subject matter of the Settled Claims that could be
asserted on or after the date hereof by the Hollinger Releasors based on events occurring prior to
and through the date hereof) against the Torys Releasees concerning (i) Torys’ representation of
the Hollinger Releasors or (ii) any allegations of injury to the Hollinger Releasors caused by
Torys including, without limiting the éenerality of the foregoing all claims raised or which conld
have been raised in the Intended Action (collectively the "Settled Claims"),

3. Unknown Claims: Without limiting the generality of paragiaph 2 above, the Hollinger
Releasors declare that the intent of the full and final release set out therein is to concludel all
issues arising from the Settled Claims and it is understood and agreed that the release is intended
to cover, and does cover, not only all known injuries, losses and damages, but all injuries, losses
and damages not now known or anticipated but which may later develop or be discovered,
including all the effects and consequences thexeof. In addition, Torys agrees that it has not filed,

and will not file, any claims against the estates of any of the Hollinger Releasors,

4, Full and Final Releases of Torys by Third Parties: 1t is the intent of the Parties that this
Agreement and the terms of the Release Order will eliminate any basis for () any other party
against whom any of the Hollinger Releasors has brought or in the future brings any Claims
relating in any way to the subject matter of the Settled Claims; and (ii) any past or present
shareholder, officer, director, creditor or subsidiary (other than STMG) of the Hollinger

17
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Releasors (together the “Third Party Releasors™), from being able to claim coniribution,
indemnification, reimbursement or other forms of claims over from the'Torys Releasees for such
party's liability to the Hollinger Releasors or from bringing claims against. the Torys Releasces
relating in any way to the subject matter of the Seitled Claims (the “Third Party Releases™).

5. Excepted Claims: The Third Party Releases set out in paragraph 4 of this Agreement do
not apply to an Excepted Claim (and only an Excepted Claim as defined here.in) by a Third Party
Releasor against Torys for damages. An “Excepted Claim” means a claim that is based on a
final judgment that a Third Party Releasor suffered damages, or if civil law applies to an
Excepted Claim, prejudice, as a direct result and solely as a result of such Third Party Releasor's
reliance on an express fraudulent misrepresentation made by Torys or its agents to such Third
Party Releasor when Torys had actual knowledge that ﬁe niisrepresentation was false. For
greater certainty an "Excepted Claim" does not include a claim by a Third Party Releasor against
Torys for contribution and indemnity for such party's liability to the Hollinger Releasors.

6. Release Order; The Parties agree and acknowledge that the Third Party Releases are a
material and integral term of this Agreement and that this Agreement is contingent upon the
jssuance of a Release Order that will give legal effect to the Third Party Releases as against the
Third Party Releasors.

(a)  As soon as practicable after execution of this Agreement, Hollinger shall apply to the
Court for approval of this Settlement (“Settlement Approval”) and, subject to the consent
of Torys acting reasonably, shall seek a Release Order as part of the Settlement Approval.

(b)  If a release order is not sought as part of the Settlement Approval or if the Court in its
discretion declines to grant a Release Order in favour of Torys pursuant to a Settlement
Approval, then Hollinger agrees to submit a Plan to its creditors, the terms of which shall
include provisions to give effect to tﬁe Release Order and, as part of any Court approval
of such plan (“Plan Approval”), shall seek a Release Order.

" e
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Any application to the Coutt for either Settlemerit Approval or Plan Appioval. pursuant fo - |
which a Release Order is sought; shali be brought on not1ce 1o all those agamst whorh the
Third Party Releases are intended to be effective, mcludmg but not lumted to the'
following Third Party Releas6rs; Conrad M. Black, Barbara Annel-Blacl’c, Peter Y. . -

Atkinson, John A. Boultbee, F. David Radlor, Charles G. Cowan, Daniel W. Cdlson,
Peter G, White, Maurcen J. Sabia, Douglas G. Bassett, Allan E. Goflieb, Henry Ketohar

II, Fredrik S. Eaton, Ralph M. Barford, R. Donald Fulleiton, KPMG LLP, the- Cémadian

- Imperial Bank of Commerce, the Toronto Dom‘inion Bank, and the Bank of'No{ré'Scdt'ia.

The tiniing of any application to the Court for either SettIement Approval or PIan
Approval pursuant to which a Release Order is sought shall be within the dlscrenon of
Hollinger and the Litigation Trustee acting reasonably with a view to giving-the Third -
Party Releasors a reasonable opportunity to participate in the CCAA settlement process,

If thought necessary or appropriate by Torys or the Litigation. Trustee and Hol]iﬁger, :

acting reasonably, Hollinger and the Litigation Trastee- shall seek prior Court approval of

any service and notice protocol in respect of obtaiiting any Release Order;

If an application for a Release Order has not been brought by December 31, éOIO.‘(ﬂ)e.
“Application Deadline™) then Torys may, within fifteen (15) days after the expiry of the
Application Deadline, at its sole discretion, either (i) tei"inihate;ﬂﬁs Agi‘eement or (i)
seiect and notify Hollinger and the Litigation Trustee of an amended " Appliéation
Deadline (the “Amended Application Deadline™). If Torys elécts to select an Amended
Application Deadlme, thet Amended Application Deadline shall replace the Appl:cautm -
Deadline for all purposes of this Agreement.

If the Court declines to grent a Release Order pursuant to 2 Plan Approval then Torys
may, at its sole discretion, terminate this Agreement withii fifteen (’1 5) days following
the Court’s decision becorhing Final.

If Torys elects to terminate this Agreement pursuant to subparagraphs 6 (¢) ot (), the
Agreement shall, subject to the contihuing obligations pf the parties in- respect of
confidentiality, as set out in paragraph 7 of this Agreemeiit, become null and void,

H
i .
! t'i 5&
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7. Confidentiality and Publicity: Except to the extent necessary to obtain a Release Order
pursuant to Settlement Approval or Plan Approval, the terms of this Agreement iﬁcluding the
Settlement Amount and the materials filed or disclosed in the Mediation {(the "Mediation
Materials") shall remain confidential and shal not be disclosed by either Party other than in
communications with outside auditors, insurers, taxing authorities, regulatory or governmental
ageneies, in Torys’ case to partners and former partners of Torys, in Hollmger s case to creditors

that have signed bmdmg and applicable confidentiality agreements, or as otherwise may be
required by law.

For greater certainty, the Parties agree that:

(®) foi: the purposes of enabling the Litigation Trustee to carry out his mandate by allowing
' the Third Party Releasors the opportunity to participate in the CCAA settlement process,
Hollinger may disclose to such Third Party Releasors, on a confidential basis, (i) the fact
of this Agreement (but not of the Settlement Amount), (ii) the identities of the Parties and
(iii) the fact that Third Party Releases are being sought as a condition of this Agreement;

and

Subject to the foregoing, Hollinger further agrees that it shall not publicize or comment upon any

allegations against Torys related to the Settled Claims and shall not express any views as to the
actions of Torys related to the Settled Claims. Any press release issued by either party
anmouncing this Agreement will be written in accordance with this paragraph and will be subject
to the consent of the other party, such consent not to be unreasoneibly withheld, This provision
respecting confidentiality shall survive any tenmination of this Agreement.

- 8 No Admission of Liability: This Agreement does not in any manner constitute Torys'
admission of liability, wrongdoing or any other matter and any and all liability and wrongdomg

" e

on the part of Torys is speoxfically denied.
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9, Remedies Upon Breach of this Agreement: The Parties agree that a breach by either Party

. of any of its obligations hereunder would cause irreparable harm to the other non-breaching party
for which money damages would niot be an adequate remedy, Accordingly, the Parties agree that
the non-breaching party shall be entitle to specific performance and injunctive and other
equitable reliefin the event the other party breaches any of its obligations hereunder.

10.  Governing Law: This Agreement and any claim related directly or indixectly to this
Agreement shall be governed by and construed in accordance with the laws of the Provinge of
Ontario, o

11.  Counterparts and Delivery: This Apreement may be signed in any number of
counterparts, all of which together shall constitute one and the same instrument, This Agreement
may be executed and delivered by fax fransmission or by transmission in PDF or similarly

elecironic document format.

12, Admissibility: This Agreement may be filed and used in any action or proceeding as may -
be nécessary to consummate, enforce or seek relief with respect to the Agreement. The Pérties,
and any predecessors or successors in interest may file and use this Agreement in any action to
support a defence of res judicata, collateral estoppel, issue .estoppel, release, good faith
settlement, judgment bar, reduction, or any other theory of claim preclusion, issue preclusion, or
similar defgnce pr-coun_terclajm. However, Hollinger aprees to redact all indications of amounts
payable hereunder from any public filings and agrees to seck a sealibg order in respect of the

redacted information.

13.  Successors and Assigns: Unless otherwise stated to the contrary elsewhere in this
Agreement, this Agreement shall be binding upon, apply to,-and inure to the benefit of the’
Parties, the Hollinger Releasors, the Torys Releasees and their respective successors and assigns.

14,  No Waiver: Any failure by any party to insist upon the strict performance by the other. |
party of any of the provisions of this Agreement shall not be deemed a waiver of any of the
provisions hereof, and such party, notwithstanding such failure, shall have the right thereafter to

insist upon strict performance of any and all of the provisions of this Agreement to be performed

by such other party. )
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15. Further Assurances: The Parties shall take such further and other steps.and execute such
further and other documents as may reasonably be required to give effect to-the terms of this
Apreement.

16, Noftice: Any notices required to be given under this Agreement sh-a.ll be in writing and
shall be made by fax transmission or email transmission fo the fax numbers and e-mail addresses
set out below:

Justice J. Ground

Litigation Trustee of Hollinger Inc. and Hollinger Ine.
¢/o Thomton Grout Finnigan LLP

Suite 3200, Canadian Pacific Tower

100 Wellington Street West

Toronto-Dominion Centre

Toronto, Ontario M5SK. 1K7

Attention: Robert 1. Thomton, Michael Barrack or Megan Keenberg
Fax: (416) 304-1313
Email: mbarrack@tgf.ca or Mkeenberg@tef.ca

Torys LLP

Suite 3000, 79 Wellington St. W.
Box 270, TD Centre

Toronto, Ontario, M5K IN2 Canada

Attention: Les M. Viner-
Fax: (416) 865-7380
E-mail: lviner@torys.com

With a copy to: Borden Ladner Gervais LLP
Scotia Plaza, 40 King St W.
Toronto, Ontario, M5SH 3Y4

Aftention: Ronald Foerster

Fax: 416-361-7055
Email; rfoerster@blgcanada.com
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17. Amendments: This Agreement supersedes and replaces any and all prior negotiations,
understandings, ptomises, representations, inducements and diécu‘ssions, whether written or oral.
This Agreement may not be changed or modified except in writing signed by both Torys and
Hollinger.

18.  Authority to Enter into the Agreement: The undersigned parties represent that they have
the full authority necessary to execute this Agreement,

HOLLINGER INC,

Mz‘WfﬁﬁT‘S

Per:  William E. Az, v
Chief Restmeturing Officer

N W N
_‘@_ﬁ&/ﬂﬂﬂ SRR
Withiess: John D.\Gmﬁ}d

Seona @P’leﬂe Litigation Tristes

Torys LLP (Ontario)

Per: Les M, Viner
Managing Pariner

Torys LLP (New York)

Per:  Les M, Viner
Managing Partner

460896-1
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17 Amendments: This Agreement supersedes and replaces_any and all prior negotiations,
understandings, promises, representations, inducements and discussions, whether written of or'a.’{_.
This Agresment may not be changed or modified except in writing signed by both Torys and
Ho]liﬁger.

18.  Authority to Enter into the Agreement: The undersigned parties represent that they have
the full authority necessary to execute this Agreement,

HOLLINGER INC,

Per:  William E. Aziz
Chief Restructuring Officer

Witness: John D. Ground

Litigation Trustee

Torys LLP [Ontaric)

ALKt

Per; M, Viner
Managing Pariner
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Hollinger Inc.

Settlement of Claims Against Toxys LLP

TORONTO, Ontario, July 15, 2010 — Hollinger Inc. ("Hollinger™) announced today that it has
entered into a settlement agreement with Torys LLP to resolve all claims against Hollinger's
former law firm. The settlement entails no admission of liability on the part of Torys LLP. The
terms of the settlement include releases in favour of Torys LLP from Hollinger and its
subsidiaries, as well as from third parties involved in related Hollinger litigation. The settlement
and the releases are subject to court approval, which will be sought on notice to other affected
parties. The rest of the terms of the settlement agreement are confidential.

Hollinger and its subsidiaries, Sugra Ltd, and 4322525 Canada Inc., are currently subject to
proceedings in Canada under the Companies’ Creditors Arrangement Act (Canada) and in the
United States under Chapter 15 of the U.S. Bankruptcy Code.

The securities of Hollinger are subject to a cease trade order issued by the Ontario Securities
Commission on July 23, 2008. Hollinger's common shares and Series II preference shares were
delisted from the Toronto Stock Exchange on August 22, 2008.

CONTACT INFORMATION
Media contact:

William E. Aziz

Chief Restructuring Officer

416.640.7122
baziz@hollingerinc.com

Tor#: 2564263.1
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Qctober1, 2010

RELEASE AND SETTLEMENT AGREEMENT

THIS RELEASE AND SETTLEMENT AGREEMENT (this "Agreement’) is made as of
the 1* of October, 2010, between KPMG LLP Canada, a limited liability partnership in
Ontario, and Hollinger lﬁc.. a corporation incorporated under the Canada Business
Corporations Act, R.S.C. 1985 ¢. C-44 (together, the “Parties”) and is subject to an
Order of the Ontario Superior Court of Justice (Commercial List) (the “Court’) approving
this Agreement substantially in the form of Order attached as Schedule "A” to this
Agreement (“Settlement Approval Order’);

WHEREAS, in or about November 2005, Hollinger Inc. advised KPMG LLP Canada of
an intention to commence legal proceedings against KPMG LLP Canada in respect of
KPMG LLP Canada having performed, inter affa, audit, tax. and consulting services on
behalf of Hollinger Inc. and related persons and e_ntities {the "Intended Action"); and

WHEREAS, pursuant to an agreement to mediate dated as of November 25, 2006 (the
"Mediation Agreement”) a copy of which is attached to this Agreement as Schedule
“B* the Parties agreed, inter alia, fo mediate the Infended Action, the Mediation
Agreement having expressly stated that the Intended Action was in respect of KPMG
LLP Canada having given advice and conducted audit, tax and transaction advisory
services work for Hollinger Inc. and related persons and that the Intended Action
included any and all actions, suits, claims, causes of action, or demands, whether in
Canada or eisewhere, whether known or unknown, which may be brought on behalf of
Hollinger Inc., arising out of KPMG LLP Canada’s aforementioned client relationship
with Hollinger Inc., which claims include, without limiting the generality of the foregoing,
breach of contract, breach of fiduciary duty and negfigence; and

WHEREAS, pursuant to an Order of the Court dated August 1, 2007, (the “Initial CCAA
Order”) Hollinger, 4322525 Canada Inc. and Sugra Limited' (together, the "CCAA
Applif::an ", were authorized fo cammence a proceeding pursuant to the Companies’
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Creditors Arrangement Act, R.8.C. 1985 ¢, C-36 as amended (the “CCAA") wherein the
GCAA Applicants may file a plan of compromise and arrangement (a “Plan"); and

WHEREAS, pursuant fo an Order of the Cowrt dated May 21, 2008, the CCAA
Applicants. obtained approval of a multi-parly setilement and a cost reduction / asset
enhancement program (the “MPS Order’), a copy of which is attached to. this
Agreemer{t as Schedule "C”, wherein the Honourable John D. Ground Q.C. (retired
Justice) was appointed as an officer of the Court to be the Litiéation Trustee 6ver énd in
respect of all claims and causes of acfion in favour of the GCAA Applicarits, including
the Intended Action; and

WHEREAS, pursuant fo the MPS Order, the Litigation Trustee was empowered to
initiate, prosecute and continue the prosecution of any and all proceedings then pending
or thereafter instituted with respect to the CCAA Applicants, including, infer alia, the
power to settle or compfomise any such proceeding, including the intended Action; and

WHEREAS, the Parties engaged in a mediation process hafore the Hohourable George
W. Adams Q.C. on March 29 and March 30, 2010 (the “Mediation”) with respect fo the
claims set out in the Mediation Agr:eement and Hollinger Inc.'s Mediation Brief and any
and all other claims that Hollinger Inc. advanced on its own behalf and/or on behalf of
any of its subsidiaries, affiiated and related entities, including, withoqt limiting the
generality of the foregoing, Sun Times Media Group Inc., its subsidiaries, predecessors
and successors (collectively referred fo as "STMG") that Hollinger ever had or may have
against KPMG LLP Canada (“Intended Claims”); and '

WHEREAS, KPMG LLP Canada denies that it has any liability to Hollinger Inc. andfor

any of its subsidiaries, including, without limiting the generality of the foregoing, STMG, |
or has engaged in any wrongdoing; '

»



NOW THEREFORE IN CONSIDERATION OF THE COVENANTS SET OUT BELOW
AND THE REPRESENTATIONS IN THE RECITALS AND OTHER GOOD AND
VALUABLE CONSIDERATION, THE RECEIPT AND SUFFICIENCY OF WHICH ARE
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ACKNOWLEDGED AND SUBJECT TO THE PROVISIONS SET OUT HEREIN

RESPECTING COURT APPROVAL OF THIS SETTLEMENT AND ITS MATERIAL

TERMS, the Parties agree as follows:

1

Payment by KPMG LLP Canada of the Settlement Amount. KPMG LLP

Canada shall pay or cause to be paid by its agents, the sum S

{the "Settlement Amount’) to Hollinger Inc.

" for the benefit of the Litigation Trustee (a) within thirty (30) business days '

following the issuance of the Setilement Appraval Order, or (b} in the
event of any appeal of the Setllement Approval Order, within thirty (30)
business days following the determination of any appeals or the expiration
of any appeal periods in relation to the Settlement Approval Order at
which time.the Settlement Approval Order shall, for the purposes hereof,
be considered “Final”, or {¢) in the event the Court, in its discretion,
declines fo issue the Settlement Approval Order, within thity (30}
business days of the issuance of an order approving a Plan which order
(the “Plan Approval Order”) must contain protections substantially similar
to, and not less than, those in favour of the KPMG Releasees (as defined
belaw) in the Settiement Approval Order, or (d} in the event of any appeal
of the Plan Approval Order, within thirty (30) business days following the
determination of any appeals or the expiration of all appeal periods in
relation to the Plan Approval Order at which time the Plan Approval Order
shal'l, for the-purposes hereof, be considered Final,

Withdrawal of KPMG LLF Canada's claims against the CCAA
Appiicants: Contemporaneously upon payment of the Settlement
Amount, the KPMG Releasees, as defined below, shall and do hereby
withdraw and waive any and all claims they have filed against the estates
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of any of the CCAA Applicants, and the KPMG Releasees further agree

that they shall not file any further claims against the estates of any of the.

CCAA Appilicants or any of their subsidiaries.

Hollinger Release. Upon payment of the Setilement Amount, Hollinger
Inc., its existing subsidiaries and divisions includih_g, without ‘Iimit'ing the
generality of the foregoing, 4322525 Canada Inc., Sugra Limited,
Domgroup Ltd., and 10 Toronto Street Ltd. (but not including STMG and
its affiliated and related entities), all partnerships in which Hollinger Inc. or
a subéidiary of Hollinger Inc. is the general partner and any corporation
owned by such partnérship, and in respect of each of the foregoing, their
respective current officers, directors, employees, servants, agents, heirs,
administrators, successors, assigns a’md‘on behalf of any person (as
defined in the Bankruptcy and Insoivency Acf, R.S.C. 1985, c.B-3, as
amended to the date hereof, “Persen”} who claims a right or interest
through them, (collectively,‘"Hollinger") does hereby fully, finally and
forever release, reﬁ'nise. acquit and forever discharge, without qualification
or fimitation, KFMG LLP Canada, KPMG LLP (U.8.), all other member
firms of KPMG International and their related or affiliated entities and their
respective past, present and future pariners, officers,” directors,
employees, servants, agents, assigns, insurers and counsel (collectively,

the "KPMG Releasees”), separately and jointly, of and from any and all .

rights, interests, obligations, debts, dues, sums of money, accounts,
reckonings, damages, claims, actions, allegations, causes of action,
counterclaits or demands whatsoevgr. whe’gher‘ known or unknown, in law
or equity, of whatever kind or character, suspected, fixed or contingent

(collectively “Claims”) that have been, that could be, or that could have

been asserted by Hollinger through to the date hereof (includiﬁg without
limitation any claim for contribution, indemnification, reimbursement or any
other forms of claims over refated fo the subject matter of the Seftled

Claims {defined below) that could be asserted on or after the date hereof
by Hollinger based on events occurring prior to and through the date -
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hereof) against the KPMG Releasees concerning () any and alil
professional services provided by KPMG LLP Canada in;iluding, but not
limited to, audif, tax and consultation work on behalf of Hollinger, (ii)
allegations of Injury to Hollinger caused by KPMG LLP Canada, (jii) with
respecfto the Intended Claims (as set out in the Mediation Agreement and
Hollinger Inc.'s Mediation Brief) and (iv) any and all other claims that
Hollinger ever had or may have against the KPMG Releasees, including,
but not limited to, any claims that may not-have been set out in the
Mediation Agreement or Hollinger Inc.'s Mediation Brief {collectively, the
“Settled Claims”).

Unknown Claims: Without limiting the generality of paragraph.3 above,
Hollinger declares that the intent of the full and final release set out therein
is to conclude all issues arising from the Seftled Claims and it is
understood and agreed that the Hollinger Release is intended to cover,
and does cover, not only all known injuries, losses and_darhages. but all
injuries, losses and damages not now known or anticipated but which may
later develop or be discovered, including all the effects and consequences
" thereof.

Third Parly Release and Bar Order in Favour of the KPMG Releasees:
it is the Intent of the Parties that this Agreement and the terms of the
Settlement Approval Order and / or the Plan Approval Order, as the case
may be, will eliminate any basis for any direct or indirect claim by all
former and present shareholders, former officers and directors, and all
creditors, parents, subsidiaries, afiliates, and related parties of Hollinger,
and including, without limitation, STMG and its past and present
shareholders, and any other Person against the KPMG Releasees in any
way relating to the subject matter of the Settled Claims or to Hollinger, in
accordance with paragraphs 6 and 8 of the Settlement Approval Order
(the “Release and Bar Provisions”).
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Excepfted Claims: The Release and Bar Provisions set out in paragraph 5
of this Agreement do not apply to an Excepted Claim (and only an
Excepted Claim as defined herein) by a potentia;l plaintiff against the. '
KPMG Releasees for damages. An "Excepted Claim” means a claim that
is based on a Final judgment that the plaintiff suffered damages, or if civil
law applies to an Excepted Claim, prejudice, as a direct result of the
plaintiff's refiance on express fraudulent misrepresentations made by ahy
or all the KPMG Releasees or their agents when any or all the KPMG
Releasees had actual knowledge that the misrepresentations were false.

Additional Assurances: The Parties agree and acknowledge that the
Release and Bar Provisions of the Setilement Approval Order are material
and integral terms of this Agreement and that this Agreement is contingent
upon the issuance of the Seitlement Apprdva! Order or the Plan Approval
Order as the case may be. '

Application for Court Approvai'

Within the six month period referred to below, Hollinger Inc. wrll apply to
the Court for the Seitlement Approval Order.

Hollinger Inc. will use its best efforts to secure the Release and Bar
Provisions in any Plan Approval Order in the event an order approving a
Plan is sought in respect of any of the CCAA Applicants. Any -Plan
proposed by any or ali of the CCAA Applicants shall include provisions fo
give effect to the Release and Bar Provisions.

Any apblication to the Court for either the Settlement Approval Order or
the Plan Approval Order shall be brought on notice to all those on the
Service List in the CCAA Applicants’ CCAA proceeding, and on netice fo
all the part:es against whom the Release and Bar Provisions are intended
to be effective, including but not limited to: Conrad M. Black, Barbara
Amiel-Black, Peter Y. Atkinson, John A. Boullbee, F. David Radler,
Charles G. Cowan, Daniel W. Colson, Peter G. White, Maureen J. Sabia,
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Dou_glas G. Bassett, Allan E. Gotlieb, Henry Ketcham |1, Fredrik S Eaton,
Ralph M. Barford, R. Donald Fullerton, Torys LLP; the Canadian Imperial

Bank of Commerce, the Toronto Dominion Bank, the Bank of Nova Scotia,
and STMG, its predecessors and successors. .

The timing of the application to the Court for either the Settlem-ent.

Approval Order or the Plan Approval Order is sought shall be within the
discretion of Hollinger inc. and the Litigafion Trustee acting reasonably
with a view {o giving all interested parties a reasonable opportunity to
participate in the CCAA settlement process, but in any event shall be

made within six (6) months of the execution date of this Agreement or .

such longer period of time as 'the Parties may agree to. If thought
necessary or appropriate by KPMG LLP Canada, the Litigation Trustee
and Hollinger Inc., all acting reasonably, Hollinger Inc. and the Litigation
Trustee shall seek prior Court approval of any service and notice protocot
in respect of obtaining the Settlement Approval Order. '

If the Court declines to grant the Settlement Approvat Order and the Plan

Approval Order, then KPMG may, in its sole discretion, terminate this

Agreement within ten (10) days following the Court's decision becoming
Final. if KPMG elects to temninate this Agreement pursuant to this
paragraph, the Agreement shall, subject to the continuing obligations of

the Parties in respect of confidentiality, as set out in paragraph 8 of this

* Agreement, become null and void.

Confidentiality and Pub.'icity: Except to the extent necessary to obtain a
the Settlement Approval Order or the Plan Approval Order, as the case

may be, the terms of this Agreement inciuding the Settlement Amount and -

the materials filed or disclosed in the Mediation (the "Mediation
Materials”) shall remain confidential and shall not be disclosed by either
Party other than in communications with outside auditors, insurers, taxing
authorities, regulatory or governmental agencies, in KPMG LLP Canada's
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case to partners and former partners of KPMG LLP Canada, in Hollinger
Inc's case to creditors that have signed binding and applicable
confidentiality agreements, or as otherwise may be required by law.

For greater certainty, the Parties agree that, for the purposes of enabling-

the Litigatidn Trustee to cany out his mandate by-allowing interested
parties the opportunity to participate in the CCAA settlement process,
Hollinger Inc. may disclose to such parties, on a confidential basis, (i} the
fact of this Agreement (but not of the Settlement Amount), (ii) the identities
of the Parties and (iii) the fact that the Release and Bar Provisions are
being sought as a condition of this Agreement.

Subject to- the foregoing, Hollinger Inc. fuither agrees that it shall not
publicize or comment upon any allegations against KPMG LLP Canada

related to the Settled Claims and shall not express any views as to the )

actions of KPMG LLP Canada related to the Setiled Claims. Any press
release issued by any Parly hereto announcing this Agreement will be
written in accordance with this paragraph and will be subject fo the
consent of the other Party, such consent not to be unreasonably withheld.

In the event KPMG LLP Canada in its sole discretion determines that it is
necessary and/or appropriate to comment in a public forum with respect to
any issue relating in any manner to the claims “advanced against KPMG
LLP Canada by the Litigation Trustee on behalf of Holtinger Inc., arising
out of any press initiated by any Person relating to Hollinger Inc. or any of
its subsidiaries, including STMG, KPMG LLP Canada will be at liberty to
do so after consulting with the Litig'ation Trustee. i

The provisions of this paragraph 9 respecting confidentiality shall survive
any termination of this Agreement.

No Admission of Liability. This Agreement does not in any manner
consfitute KPMG LLP Canada's admission of liability, wrongdeing or any
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other matter and any and all liability and wrongdoing on the part of KPMG
LLP Canada or any KPMG Releasee is specifically denied.

Remedies Upon Breach of this Agreement. The Parties hereto agree

that a breach by either Party of any of its obligations: hereunder would

cause irreparable harm to the other non-breaching Party for which money
damages would not be an adequate remedy. Accordingly, the Parties
agree that. the non-breaching Party shall be entiled to specific
performance and injunctive and other equitable relief in the event the other
Party breaches any of its obligations hereunder. '

Governing Law: This Agreement and any claim related directly or
indirectly to this Agreement shall be governed by ‘and construed in
accordance with the laws of the Province of Ontario.

Counterparts and Delivery. This Agreement may be signed in any
number of counterparts, all of which together shall constitute ohe and the
same instrument. This Agreement may be executed and delivered by fax
transmission or by transmission in PDF or similarly electronic document
format. However, Hollinger Inc. agrees o redact all indicators of amounts
payable hereunder from any public filings and agrees to seek a sealing
order in respect of the redacted information.

Admissibility: This Agreement may be filed and used in any action or
proceeding as may be necessary to consummate, enforce or seek relief
with respect to the Agreement. The Parties, and any predecessors or
successors in interest may file and use this Agreement in any action to-

' support a defence of res judicala, collateral estoppel, issue estoppel,

release, good faith settlement, judgment bar, reduction, or any other
theory of claim preclusion,' issue preclusion, or -similar defence or
counterclaim.
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Successors and Assigns: Unless otherwise stated to the contréry
elsewhere in this Agreement, this Agreement shall be binding upon, apply

to, and inure to the benefit of the CCAA Applicants, the KPMG Releasees
and their respective successors and assigns. .

No Assignments: Hollinger Inc. has not assigned or otherwise
transferred any of or part of the Intended Claims to any of is parents,
subsidiaries, affiliated and related entities or any person or entity

_including, without limiting the generality of the foregeing, STMG.

No Waiver. Any failure by any Parly hereto to insist upon the strict
performance by the other Party of any of the provisions of this Agreement

" shall not be deemed a waiver of any of the provisions hereof, and such

Party, notwithstanding such failure, shall have the right thereafter to insist
upon strict performance of any and ail of the provisions of this Agreement
to be performed by such cther Party.

Further Assurances. The Parties shall take such further and other steps
and execute such further and other documents as may reasonably be
requirad to give effect to the terms of this Agreement.

Notice: Any notices required to be given under this Agreement shall be in
wiiting and shall be made by fax transmission or e-mail transmission to
the fax numbers and e-mail addresses set out below:

The Honourable John D, Ground, Litigation | KPMG LLP Canada
Trustee of Hollinger Inc., and Hollinger Inc.

c¢fo Thomton Grout Finnigan LLP ¢/o Fraser Milner Casgrain LLP
Attention: Robert I, Thoraton, Michael Attention: Jokn Lora McDougall or Norm
Barrack and Megan Keenberg Emblem .

E-mail; johnJorn.medougall@fme-law.com and
E-mail: rthomton@tgf.ca mbarrack@tgfea | norm emblem@fime-law.com’

and mkeenberg@tgf.ca
Fax: (416) 304-1313 Fax: (416) 863-4592
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20. Amendments: This Agreement supersedes and replaces any and all
prior  negotiations, understandings, promises, representations,
inducements and discussions, whether written or oral. This Agreement
may not be changed or modified except in writing signed by both KPMG
LLP Canada and Hollinger Inc. .

21.  Authority to Enter into the Agreement. The imdersigned Parties
represent that they have the full authority necessary to execute this
Agreement. ' |

HOLLINGER INC. FOR ITSELF AND ON BEHALF
OF ALL OTHER CCAA APPLICANTS AND THEIR
SUBSIDIARIES OTHER THAN SUN TIMES
MEDIA GROUP, INC., AND ITS SUBSIDIARIES

- r
Per: /AM{ [ D gf Q} §
Name: Willam E. Aziz ¢
Titte:  Chief Restructuring Officer

The Honourahle John D. Ground Witness fo the signature of The
Litigation Trustee Honourable John D. Ground
KPMG LLP CANADA

Per:

Name: Pemn SAHACIA
Title: Genbem  (ounils
I am an authorized signatory

499677
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20. Amendments: This Agreement supersedes and replaces any and all
prior  negotiations,  understandings,  promises, representatioris,
inducements and discussions, whether written or oral. This Agreement
may not be changed or modified except in writing signed by both KPMG
LLP Canada and Hollinger Inc.

21.  Authority to Enter into the Agreement: The undersigned Parlies
represent that they have the full authority necessary to execute this
Agreement. '

HOLLINGER INC. FOR ITSELF AND ON BEHALF
OF ALL OTHER CCAA APPLICANTS AND THEIR
SUBSIDIARIES OTHER THAN SUN TIMES
MEDIA GROUP, INC., AND ITS SUBSIDIARIES

. .
Per: [ G~
Name: Willlam E. Aziz
Title:  Chief Restructuring Officer

8
il

The Honourable John D. Ground Witness o the signature of The
Litigation Trustee Honourable John D. Ground
KPMG LLP CANADA

Per:

Name:

Title:

| am an authorized signafory

400677
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20. Amendments: This Agreement supersedes and replaces any and all
prior  negofiations, understandings, promises, representations,
inducements and discussions, whether written or oral. This Agreement
may not be changed or modified except in writing signed by both KPMG
LLP Canada and Hellinger Inc.

21.  Authority to Enter into the Agreement The undersigned Parties
represent that they have the full authority necessary to execute this
Agreement.

HOLLINGER INC. FOR ITSELF AND ON BEHALF
OF ALL OTHER CCAA APPLICANTS AND THEIR
SUBSIDIARIES OTHER THAN SUN TIMES
MEDIA GROUP, INC., AND ITS SUBSIDIARIES

Per:
Name: William E. Aziz _
Title: Chief Restructuring Officer

The H le John R. Groun the e signature of The

Litigati l:ustee Honourdble John D. Ground

KPMG LLLP CANADA

Per:

Name:
Title: Comam Govwg
| am an authorized sign

489877
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SCHEDULE “A”
Settlement Approval Ordér



Schedule *A”

September é, 2010 Draft

Court File No. 07-CL-7120 |

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE - ifit,, fhe, th
. ) )
MR. JUSTICE CAMPBELL ) iﬂ 2010
’ulmilh‘ h l

! L

IN THE MATTER OF THE q% ANIESACREDITORS n"“ll&"" ‘
ARRANGEMENT ACT,R.8.C.'19 36, BAMENDED

AND IN THE MATTER O} ROPOSED PL F COMPROMISE -
OR ARRANGEMENT ECT TOH BER INC.,
4322525 CANADA UGRAL ED

m " Applicants
,,,;muum \“;s lt‘lﬂlw o

,:ﬂ lt
" Settleme lAppmval)

U g iy

t by the Applicants for an Order approving the release and
settld‘ﬂ mgeﬂnent be
(the “KPM H‘" ase and S

against the releas ies ﬁ “KPMG Releasees” as more particularly defined below) was heard
I ' ' :
this day at 330 Univer l1i’nrenue, Toronto, Ontario.
[}

ON READING the Motion Record of the Applicants dated -, 2010, and on hearing

HollirlWYo. and KPMG LLP Canada dated September >, 2010
o

ement Agrecment”) and for Orders releasing and barring claims

.

the submissions of counsel for the Applicants, KPMG LLP Canada and P,

56728614_1.DOC



. .

1. THIS COURT ORDERS AND DECLARES that the Service Protocol Order, dated

September »- , 2010, respecting the service protocol for this motion has been coraplied with,

Appraoval of the KPMG Release and Settlement Agreement

2, THIS COURT ORDERS that the KPMG Release and Settle Agreement is hereby

approved in ifs entirety and that the parties thereto (the “P mﬂﬁ”) are hcreby bound by this

Order and by the KPMG Release and Settlement Agred Ln

i,
Hﬁﬂud:ﬂg, without m n, to make the

U

3. - THIS COURT DECLARESﬂJp‘ithe compromscs, mi}gcmcnts , exculpations, releases,

'lﬂﬁﬁuﬂlonzed and directed

to comply with theix obhgauons thereunder,

payment provided for therein. . "‘iﬂlh"mm ‘]ln!!h

discharges and mjuucuons contemy lﬂmmmm&KPMG R B}&nd Settlement Agreement

and, in particular, those granted by anél'ﬁo mﬂﬁ" ﬂxe KPMG Releasees, are integral
t;omponents of E“ “I t between Mpliinger Inb. and KPMG LLP Canada and thc
KPMG Relea'fe ttle tAgreement thifé.re necessary for, and vital o, the success of

ﬁﬁqﬂ H twee ﬂﬂ gll.lr MUHHHH"I((PMG LLP Canada and that, effective on the
case of thls gmen lt rovel Order, all such compromises, arrangements,

,r“ﬁH |

8XC n ions, releasefiilischatges and infunctions as set out in the KPMG Release and

Settlemexm cemenl d thJs Settlement Approval Order are hereby sanctioned, approved
and given full Ms and effect in accordance with and subject to their respective terms and

conditions as approved by this Settlement Approval Order.



Release by KPMG Releasees

Release by Hollinger

5.

S, admmstra
. 5!“ Q

THIS COURT ORDERS AND DE&MS that any and all claims filed by the KPMG
i{eleasees in these proceedings be and are hereby exﬁnguishegl and that the IG’MG.ReIeasees
are hereby forever barred from asserting or advancing any claim in this proceeding, directly
or indirectly against the Applicants or any of their subsidmnejﬂﬁ@ !)llbsuch claims afehereiay

ﬂlll; [““

waived. . _ ' l‘ |

‘!
Hﬂmhuﬂh'

o by
. I ll ;r'
THIS COURT ORDERS AND DECLARE “ﬂﬂ“% eaﬁt’whthe Applican tlJLnd their past,

present and future subsidiaries divisions mclu lv.uﬂmut limitation, (a) 4322525
Canada Inc., Sugra Limited, Dom; m!l ﬂuﬂnd 10 Toronu“]ﬁyr&t Lid. (but not including
the Sun Times Media Group, Inc 1ts£# (bollecuvely, “STMG™), (b) all

fiillk '
partnerships i m laxl Apphca:% or any subsidiary thereof is the general partner

]l[
and any co rp‘ mwnedl such partners #and (c) in respect of each of the fore going,

i ;
fheqﬁ urren ers, Mwmw%mployees, servanis, agents, assigns, Successors,

ur plty person (as defined in the Bankruptcy and Insolvency
Ac ,l ﬂ C. 1985, c. i, as ainended to the date hereof, “Person”) who claims a sight or
inte;est any : em ((a) to (¢} collectively, ‘Hollinger”) does hereby imevocably
and uncondmouul.‘gr fully and finally release, remise, acquit and forever discharge, without
qualification or hm:tauon, KPMG LLP Canada, KPMG LLP (U.8.),all other member firms
of KPMG Intermational and their related or afﬁhated entities and their respective past,

present and future partners, officers, directors, employees, servants, agents, assigns, insurers

and counsel (collectiveiy, the “KPMG Releasees”) separately and jointly, of and from all
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rights, interests; ebligations, debts, dues, sums of money, accounts, reckonings, damages,
cieims, actions, sllegations, causes of action, counterclaims or demands whatsoever, whether
known or unknown, in law or equity, of whatever kind or chatacter, suspected, fixed or
contingent, that have been, that could be, or that could have been asserted by Hollinger
through to and including the date of the KPMG Release ‘?[ﬂﬂl Settlement Agreement

‘h
(including, withont limitation, any claim for contribution, i ication, relmbursement or

I

any other form of claim over related to the sub_]ectrr AQf of th [H imed KPMG Claims (as
[!1
defined below) that could be asserted on o ﬂl!t er tI{e date of the G Release and

Settlement Agreement by Hollinger based“ ll ] occ g priorto and ugh the date
\. «f

thereof) "against the KPMG Releasecs eonceran"“Iﬂ any and all professmnal services |

'l
_provided by the KPMG Releas_ecsla# but not lim: Hﬂml apdit, tax and consultation

“ work on behalf of Hollinger; (ii) all ?u MO Héllinger caused by the KPMG
ﬁned

‘l
Releasees, (i) aﬂﬁ“ﬂﬁmﬂr Clam:s, “I

e KPMG Release and Settlement

Agrecment,'é.{:‘ any an other cla.xm! ﬂ'p.Hollmger ever had or may have against the .

Eﬂﬁ !mﬁmﬁsees ((1 {“ﬁb wﬁli Hwﬁﬂ‘ “Settled KPMG Claims”).

Thigatm‘ry Releasors l“ !lll""

THIS T ORI) AND DECLARES that all former and present shareholders,

former offi ctors, and all creditors, parents, subsidiaries, affiliates, and related
parties of HoliiEﬂﬂ and including, without limitation, STMG and its past and present
shateholders, and any other Person (eolleeﬁvely, the “Third Party Releasors”) hereby
release, remise, acquit and forever discharge, without qualiﬁcation or limitation, the KPMG

-Releasees, separately and jointly, of and from any and all direct and indirect leﬁms
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(contingent, liquidated or unliquidated, proven or unproven, known or unknown, in the
nature of damages or otherwise, whether or not asserted and whether arising by contract,
. agreement, under statute, «civil law, common law, or in equity, oxr' otherwise in any
jurisdiction) inclﬁdiﬁg, without limitation, for contribution, indemnification, reimbursement
or other form of claim over against the KPMG Rclcasees for a.nﬁim? ility to or in favour of
any party against whom Hollinger has brought or in the ﬁ.ldw*l r.ngs any clmms against the

KPMG Releasees relating in all cases in any wa'yto shé‘ bject of the KPMG Settled
. “’ b, Y
’ {f

I
',.mu“ h N\ ‘!lllm.. lllllu,,,.f

Claims or to Hollinger.

Restriction

1!

' |B
7. THIS COURT ORDERS AND“iiiﬂﬁﬂTARES that 1! i ta'pdmg the foregoing, the
i
releases provided for in paragraphs t} lﬂﬂ [ nlm not a to a claim based on a final
i
judgmentthata pl?ﬁﬂﬁ ered damag %{l&r if eivil lgm} applies to such c!a:m, prejudice, as

a direct resu}ﬂ h plainfiif's reliance o:iﬁf;mss fraudulent misrepresentations made by
iy “’iﬂﬂ“l
J ’Iﬂm’lfl ll‘ mlllillm

Bar Orde "ll‘ I
|

knowledge that the misrepresentations were

THIS CO WJERS that, without limiting the effect or validity of any provision of this
Setﬂemenf Ay, lval Order, all Third Party Releasors‘ are permanently and forever barred,
estopped, stayed and enjoined from commenci;lg, conducting or continuing in any manner,
directly or indirectly, any action, suits or demands, including without limitation, by way of
contribution or indemnity or other relief, in common law, or in equity, or under ‘the

provisions of any statute or regulation, or other proceedings of any nature or kind whatsoever
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(including, without Iinﬁtaﬁo:i, any proceeding in a judicial, arbitral, administrative or other
forum) against the KPMG Releasees or any of them in'relation to or otherwise in connection
with the subject matter of the KPMG Settled Claims or Hollinger. Without limiting the
foregoing and for greater certainty, the provisions. of this paragraph apply to the claims

against the KPMG Releasces or any of ﬂierp that have bee zum?ught in the following

— ¢ tllumn

(@  Ontario Superior Court of Justice (Co: L‘iﬂ List) Co o, CV-08-
00007549-00CL, entitled Moffat ﬂ{ﬁﬂ&ﬁement Ing. et al. v. Sun- d}{edia
.Group, Inc. et al.; and _ “u ﬂ h"t - ¥

(b)  Ontario Superior Court ofl ti.e (Commerci ‘ka Court File No. 06-CL-6259,
e.ntltled Cam'ad M. Black et ( lulﬂ%ﬁorpomno lHPmited etal,

9. - THIS COURTO ANDDECH]W& klu%{%‘cfl every Third Pty Releasor is
ilereby perm y and er barred, st ed, stayed and enjoined, as of the date of this

Ozder, from (1) c izlitl;ar.lnnI uollechng ot otherwise recovering orenforcing -
@ﬂlﬂﬂm ctly orlliil ;Lﬂ)-r, any judgment, award, decree, or order against
,flﬂ G Releas T thelr rty in respect of any claims relatmg in any way to the

ttled Claim: (u) takmg any action to interfere with the mplementatmn and

consumma !r tbﬁ[ MG Release and Settlement Agreement.
e

Recognition and Enforcement

10. THIS COURT HEREBY REQUESTS the aid and recognition of any court, fribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to

give effect to this Order and to assist the Applicants, the Monitor and their respective agents
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in carrying out the terms of this Order. All courts, tribunals, regulatory and administrative
bodies are hereby respectfully requested to make such orders and to provide such assistance
to the Applicants and to the Monitof, as an officer of this Court, as may be neceésary or

desirable to give effect to this Order or to assist the Applicants and the Monitor and their

respective agents in carrying out the terms of this Order. ;! i,
l{ﬂmlﬂ ﬂll[lﬂl
il {lfl;l‘m};“;"rabl MI.. e
Il|u::ulﬂm" - "’lmw"
;f!'“"mﬂlﬂ llm,f mmlll"

:“[ﬂ! l[ ' l}l d

%, "ﬂmtmunmuuw‘m

)Y

ﬂ,unmlllﬂlllml

o “ "l
ly
lllln
'llu
ll““



Schedule “A”

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED
AND IN THE MATTER OF A PLAN OF COMPROMISE AND ARRANGEMENT OF HOLLINGER INC., 4322525 CANADA INC. AND

SUGRA LIMITED

Court File No: 07-CL-7 120

ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

ceeding commenced at Toronto

ORDER
(KPMG Settlement Approval)

100 Wellington St. West, P.O. Box 329
Robert L. Thornton (LSUC #24266B)

Toronto-Dominion Centre

Suite 3200, Canadian Pacific Tower
Toronto, ON” M5K IK7

Solicitors for the Applicants

| Tel: (416) 304-1616
Fax: (416) 304-1313

" | ThorntonGroutFinnigan LLP
D.J. Miller (LSUC #34393F) =

&®

56728614_1.DOC ’ .
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SCHEDULE “B”

Mediation Agreement



~
A

IN THE MATTER OF A MEDIATION TO BE CONDUCGTED, PURSUANT TO SE

BETWEEN:

G

728031vE

; CTION 1¢
THE Limitations Act, 2002, 5.0. 2002, ¢.24, Sch, B. TIoN 11, C_,F

HOLLINGER INC.
t .

-and-

—

KPMG '**

INTENDED DEFENDANT
AGREEMENT TO MEDIATE

PARTIES and INTENDED ACTION

@

®)

©

The panies, Hollinger Inc. (the ‘Intended Plaintifi') and KPMG UP Canada
("KPMG" or the "Infended Defendant”)' agree o enter into an agreement ( the
“Agreement”) purstiant to section 11 of the Limitalions Act 2002, 8.0, 2002 ¢. 24,
Sch.B, (tha ‘“Limitations Act’};

~ The terms of this Agreement arise out of acknowledgemeni by KMPG of an

intention expressed by Hollinger Inc. to comimence legal proceedings (the
“intended Action”) against KPMG, in respect of KPMG having given advice and
conducted audit, tax and transaction advisory services work for Hellinger Inc. and
related persons; :

"Hollinger Inc. has advised KPMG that, the Iritended Action includes any and all

actions, sults, claims, causes of action,’or demands, whether in Canada or
elsewhere, whether known'or unknown, which may be brought on behalf of
Hollinger "tne., arising out of KPMG's aforementioned client relationship with

.Holfinger Inc., which claims include, without limiting the generality of the

foregoing, breach of contract, breach of fiduciary duty and negligence.

LIMITATIONS

(b}

The parties herein wish to arive at.a mutually ‘acceptable. resolution of the
Intended Action in a co-operative manner, and accordingly, wish to conduct a
mediation pursuan! to section 11 of the Limitations Act. The pasties agrea that
the execution of this Agreement evidences a bona fide Intention to mediate the
issues arising out of the Intended Action;

The parﬁés agree that this Agreement will toll any limitation periods applicable to
the intended Action immediately upon the execufion of this Agreement by all
parties hereto, pursuant to section 11 of the Limitations Acl; .

INTENDED PLAINTIFF
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d
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The parties agree to forthwith appoint a mutually acceptable Mediator to

“commence the mediatian referred to herein;

The parties agree that following the appointment of a Mediator ifa
Mediator is agreed or becomes necessary for any reason, the a}:;:mint(r:irulzrr:tggf‘:«f
subsequent Mediator will not bring this Agreement to an end: .

The parfies agree to conduct the meadiation cantemplated by this Agreement in

good faith, in a forthright and expeditious manner, and to mak i
to seltle the Intended Action: T eKe s seots et

MEDIATION

(@

(b)

(@ -

()

{e)

It is understood that in order for mediation t<; work, open and good faith
communications are essential. Accordingly, all written and oral communications,

-negotiations, and stalements made in the course of the imediation will ba treated

as privileged seiflement discussions and absolutely confidential and” without

prejudice. Therefore: . .

(i) the parties agree that all communications and documents shared, which
are not otherwise discoverable, shall be without prejudice and shali be
kept confidential as against the ouiside world, and shall not be used for
any purpose ather than the mediation under this Agreement;

(i) the Mediator, as a condition fo hisfher appointment, must agres to
preserve the confidentiality of the mediation and all information disclosed
in connection with the mediation;

() the Mediator shall not be compeliable as a witness in any civll
proceeding, and the' Mediator's notes and records are inadmissible before
the court in any civil proceeding; .

(iv)  this Agreement to Mediate shall be kept confidential save for any
reporting obligation Hollinger Inc. or KPMG may have to an insurer, the
0.8.C,, or other authority, In the event that disclosure of this Mediation
Agreement is required, the form and extent of disclosure will be subject to
the prior review of the parties.

The mediation will be attended by representatives of the parlies empowered to

" negotiate on thelr behalf,;

The mediation will be private, and will be held on dates to be mutually agreed
upon by the parties in conjunction with the Mediator appointed pursuant to the
terms of this Agreement;

The mediation shall be conducted pursuant to the laws of Ontario and the laws of
Canada;

While both parfies intend to continue with mediation until a settlement agreement
is reached, it Is understood that ether or both parties may, for any reason and In
their sole discretion, withdraw in writing from mediafion at any {ime, the effect of
which will be to recommence the running of any limitation periods applicable to
the Intended Action; '



4 -

728031v8

®

-3-

The parties agree thal, in the event of the failure of the mediaﬁoﬁ and the inabiif
of the parties to reach any settlement, all rights, causes-of action and 33:3222
that they may have against each other arising from facts existing up to the

present time are preserved aid may be fully asserted as i up
never occurred. Y ly asseried as If the mediation had

MEDIATOR

(a)

(b)

(c)

(d)

(e)

~a

Tha Mediator:

{i)  shall be independent from the parties and does not act as legal coinsel
for either party during the mediation and therafore shall nof bhe required to
offer legal advice and shall have no duty to assert or-protect the fegal
rights of any parly, fo raise any issue not raised or to determine who
should participate in the mediation; )

()  shall be a neulrat facilitator who will assist the parties to reach their cwn
seftlement; and . .

(i}  has no duty to ensure the enforceability or. validily of .any agreement

reached,

The Mediator may disclose to any party any information provided by the other
party which the Mediator believes to be relevant to the Issues being mediated,
unless a parly has specifically requested the Mediator to keep pariicular
information confidential; . .

The parties joinlly and severally agree fo indemnify and save the Mediator
harmiess from any and all liability, costs, claims, demands, proceedings and
causes of aclion, howsoever arising under this Agreement or as.a result of the

conduct of the mediation and its cansequences, provided that the Mediator has

carried out his or her duties honestly;

The Mediator will not be liable to the parties for any ac.:t or omission in connection,

with the duties of the Mediator under this Agreement;

The appointment of the Mediator and any rights arising out this Agreement are
personal to the Mediator and may not be assigned without the prior written
consent of the parfies herein.

MEDIATION BRIEFS

(3)

Each side will file a Mediation Brlef with the Mediator appointed pursuant to the
terms of this Agreement, and serve at least ona copy thereof on the ofher side.
The parties will agree, with due considerafion fe the scheduled mediation, on a
an appropriate timetable for serving their respeclive materials, The materals to
comprise the Brief shall be in accordance with the directions of the Mediaior,

ENTIRE AGREEMENT

(3

This Agfeement consfitutes the entire agreement among the pariies and except
as herein stated, contains all of ihe representations and wamanties of the

respective parties. There are no oral representations or warranties among the
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parties of any kind. This Agreement may not be amended or modified in any -
respect, except by written instrument signed by all the parties;

This Agreement may be executed i several counterparts, each of which so
executed shall be'deemed to be an original and such counterpants fogether shafl
canstitlute one and the same instrument. Delivery of this Agresment tnay be
iade by facsimile fransmission. A copy of this Agreement, duly executed in
counferparts by the partles hersto and delivered by facsimile transmission shall
constitute a valid-and binding Agreement -

o SUGGESSORS and ASSIGNS

:...... - (a) ]

the

This -Aéreement shall enure to the benefit of, and be binding-upen, the parties:
hereto, thelr respective helrs, personal legal representatives, successors and
assngns.

iN WITNESS WI—{EREOF the INTENDED PLAINTiFF has duly executed thls Agreement as of

day of Novembar, 2005.

HOLLINGER INC.

Per vQ\Q_,%__————
Name: Rando Y C- BEneon
Tite: Chvef~ %*Tacjw\fq 0frcer

Ihave ths authority to bind tha comporation

INWITNESS WHEREOF the lNTENDED DEFENDANT has duly executed this Agreement asof

ﬂ1e

726031v6

day of November, 2005.

KPMG

Pen:

Name:
Title:
| have the authorly ko bind the sorporticn
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parties of any kind. This Agreement may not be amended or tmadified i
respect, except by written instrument signed by all the parties; ocllied ey
This Agreement may be executed in several counte; arls, each of whi
executed shall be deemed to be an original and such c?unlerparts t:getml?ghsaﬁ
constilute one and the same instrument. Delivery of this Agreement may be
madé by facsimile fransmission. A copy of this Agreement, duly exacuted in
counterparts by the parties hereto and delivared by facsimile transmission shalt
constitite a valid and binding Agreament,

. 7. SUCCESSORS and ASSIGNS

JESR—— -

the

ThisrAgréefnent shall enure to the benefit of, and be binding-upon; the parties-
hergto, their respective heirs, personal logal representatives, successors and
assigns. -

IN WITNESS WHEREOF the INTENDED PLAINTIFF has duly executed this Agreement as of

day of November, 2005.

HOLLINGER NG,

Per:

Name:
Tifle:
| have the autharily to bind the corporation

IN WITNESS WHEREOF the INTENDED DEFENDANT has duly executed this Agreement as of

the 28 day of November, 2005. )
KPMG ¥
Per:
Name: Psm6a- SHBACHAN
Title:  GEwARl CouNSK 0
1 uave the authority 1o bind the co F“'M’
728031v6
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SCHEDULE “C”

MPS Order



Court File No. 07-CL-7120

. ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE EONOURABLE )  WEDNESDAY, THE
: ) .
MR. JUSTICE CAMPBELYL . ) 217 DAY OF MAY, 2008

INTHE MATTER. OF THE COMPANIES' CREDITORS
ARWGEL!ENTACﬂ R.5.C, 1985:¢.C-36, A8 AMENDED

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

. ORDER ) o
(Approval of Multi-Party Setflement and Cost Reduction / Asset Enhancement Program)

THESE MOTIONS, made by Hollinger Tne. (“Hollinger™), 4322525 Canada Ins, (432
and Sugxa Limited (the “Applicants”™), and by Sun-Times Media Group, Inc. (“STMQ"") for an Order
approving the terms of asettlement with STMG anid Davidson Kempner Capital Management LLC
and cﬂ:win ofits affitiates (collectively, “DK") and authorizing and approvieg the Applicants to take
steps to restrciuee certain of their operations and management. 10 reduce costs and ephanes assst

realizafions was heard this day at 330 University Avenus, Toronto, Onfado.

ON READING the Notice of Motion of the Applicants d_ated May 14, 2008, the Seventh

Report of Emst & Young Tnc. i its capacity as Court-appointed Monifor o_f the Applicants (the

y
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“Monitor”), STMG’s Amended Presh 28 Amended Notice of Motion dated May 15 21)08 an

wnredacted version ofthe Multi-Party Settlement (as defined herein) filed un&ar scal and such other

matzrials as this Conrt may direct be filed as part of the record hexein, and on Huring from counsel :

for the Applicants, S‘IMG, DK, the Indenture Trustees (as defined hctein),- Conrad Black, Conrad
Black Capitel Corporation, Barbara AmielBlack, Catalyst Fund General Pariner Y Inc., the Receiver

of the Ravelston Corporation Limited and the Monitor and on being advised that the Service List as

of May 14, 2008 was servéd electronically with the Applicants” Amended Notice of Motion dated
. May 14,2008 and STMG’s Amended Fresh as Amended Notice of Motion dated May 15, 2008

hersin and on being advised that all material ferms of the sestlement are contained and disclosed in,
the Multi-Party Setttement; |

Approval of Multi-Party Setflement

1. THIS COURT ORDERS that the agreement among the Applicants, STMG and DK, 2
rodaoted version ofwhich s annexsd s Schedvle *A” hereto (the “Mult-Party Settersent®) andall
{ransactions, actions and activities contemplated therein (the “Settlement Steps”), are hereby
approved, the execution of the Multi-Party Scitlement by the Applicants i3 hereby approved and
ratificd and the Applicants and the cther partics thercto are hereby authorized and directed fo carry
out each of the Settlement Steps, inciuding, without fmitation, -auﬂ:oriﬁng the jssuance of the
Additional Shares pursuant 1o a Consent, ifnecessary, and no fuxther Ordec of this Courtis necessary
to give effect to any aspect of the Multi-Party Setflement. Terms not defined inthis Ordez shall have
the meaning described in the Multi-Party Settlement. - '

2, THIS COURT ORDERS AND DECLARES that the Multi-Party Settlement is fair and

commercially reasonable.
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3. THIS COURT ORDERS AND DECLARES that the information ecnbamnd in Schedute

“B* to the Multi-Party Seftlement is commercially sensitive and shall bs sealed pending further
Order of this Court. C

4  THIS COURT ORDERS fhat the MuliParty Setfoment shall bo binding wpon sud
enforceable against, and enure to the benefit of, the Applicants and any successors thezsto including,
without limitation, any trustes in bankruptey, receiver or receiver and mmg=¥ inxespect of any o-r
all of the Applicants and shall also be bmdmg upon and enforceable against, and emure to the benefit
of, STMG, DK, Delaware Trust Compeny, National Association, in its capaeny a3 collatatal egent
and a5 trustee under the indenture dated as of March 1(_) 2003 with respect to the senior secured
notes issued by Hollinger (“Delaware Trust”), aud BSBC Bank USA, National Association, i its
capacity as trustes wnder the indenture dated as of September 30, 2004 with respect to the senior
gecured notes issued by Hellinger ("HSBC"), ami any other person having notice of this Order. The

aforesaid indentures arc collectively referred 1o herein as the “Indentures”,

5.  TRIS COURT ORDERS AND DIRECTS Delasvare Trast and HSBC {collectively, the -
Tndenture Trastees™), on the one hend, and the Applicants, STMG and DK, oo the othey, 0 co-
operate with each other to facilitate the implementationr of the Multi-P arty Settlement insofer as it
relates to the fndenture Trustees and their collateral. ;nparhcular Delaware Trust is hereby directed
to relinguish possession and contro] of the STMG Class |3 shave cortificates held by it as collatera)
(the “Class B Certificaies”) to or at the Mon of the Applicants, and in exchange to
sinmulteneously receive, upon issuance, from fhe Applicants or such other person: af the direcﬁc;n of
tho Applicaats, e certficafes represeating the Excbenged Shaces and the Additional Shares in

substitution for the Class B Cettificates.
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6. THIS COURT ORDERS that, fiotwithstanding any other provisions of this Order, the .
provisions of this Order and the Multi-Party Settlement aze without prejudics to the zights, ifany, of

e Applicants and any other pefsnn in respect of the Class A shares of STMG currently owned by
the Applicants or any of them that are not Exchanged Shares or Additional Shares or that may be
subject to any escrow agreement in relation to Hollinger’s Class I preference shares. -

7. THIS COURT ORDERS AND DECLARES that nothing containedin this Ordér o inlic
Multi-Party Settlement shall: ‘

(8)  affect the obligations of the Applicants to reimburse the Indenture Tru'si.:ecs in
g . accordance with the Indentures (such reimbursable amounts béing referred to herein

collectively as the “Trustess’ Fees and Expenses™); or

— ()  impsirormodify the liens of the Indenture Trostees pursuant to the Indentuzes and
any existing related agreements for payment of the Trustee's Fees and Expenses.

s THIS COURT-ORDERS AND DIRECTS the Monitor to report to this Court when all

transactions, releases and acknowledgements of claims contemplated by the Multi-Party Settlement
10 ocour on or forthwith after Court Approval have been completed or performed. TheMonitor may
report upon such other matters inTelation to the Multi-Party Seitlement at such time or times as the

Monitor decms necessary or appropuate.

9 THIS COURT ORDERS that, without prejudice t6 the rights of any party pursuant to the
comeback clause of the Initial Order, the Applicants, the Monitor, STMG, DK, the CRO (defined
below), the Litigation Trustee ox the Tndenturs Trustees may, at any time ul.aon seven (7) daysnotice
4o the Sexvice List, return to this Court to seek direstions or other relief regarding the implementation
of the Multi-Party Settlement or any other matter arising in relation to the Multi-Party Settlement.
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10. YHIS COURT ORDERS that notwithstanding:
(a) - the pendency ofthese p;oceedings or m;}r anci].“lary proceedings;
(b}  abankruptey of any of the Applicarts; and
() the proﬁsions of any federal or provincial statute,

none of the Mulii-Party Scttlement or any of the transactions cnntemllalatod thersby will be void or
voidable at the instance of creditors or claimants or their representatives, including anly trustes in
bankruptcy, and donot constitte nor shall they be deemed to be settlements, fraudulent preferences,

* assignments, fraudulent conveyances or other mwewnbln transactions under the Bankruptcy and

Insolvency Act (Canada) ot any other applicable federal or provineial leglslatxon and they do not

constitute conduot giving rise to an oppression remedy or any other cause of action.

11, 'I‘EIS CO'EIR‘I‘ ORDERS thatthe approval of the Mulii-Party Settlement, and in particular
pmyaph 16 thereof, shall not vary orbe deemed to vary the Order ofthis Covrtdated February 27,
2007 in STMG v. Conrad Black et al, (Court File No. 06-CL-6678) and shall be without pre_)udxw to
the xights of the defendants in that action, Conrad M, Black, Barbara Amiel Black, Black-Amicl

- Manegement Inc., Contad Black Capital Corporation, 1269940 Ontatio Limited and 2753421

. Canada Limited to make any arguments or take any position upon any motion seeking an Orxderas

contemplated in paragraph 16 of the Mulii-Party Settlement.
Approval of Cost Reduction and Asset Enhancement Pro gram of the Apphmts
@ Appointment of CRO and Litigation Trustee

12, THIS COURT ORDERS that William B, Aziz shall be and is hereby appointed as an officer
of this Court to be the Chief Restruciuring Officer ("CRd”} over and in respest of all property,

203194-9



-6-

assets and undertaking of the Applicants, othér than the Litigation Assets, upon the terms deseribed
hercin and in the Multi-Party Setilement.

13,  THIS COURT ORDERS that justice Jolm D, Grovnd (retired) is hereby appointed a3 o

officer of this Court o bethe Litigation Trustes over anélin respact ofell claims and causes of action

in favour of the Applicams (collectively, the “Litigation Assets™) on the terms deseribed hereinand -

in the Multi-Party Settlement,

14.  THIS COURT ORDERS thatthe CRO and the Litigation Trustes are hercby authorized and
directed to preserve, protect and realize upon the asE;ts of the App?icants f;nr the benefit of the
Applicants and their creditors and other stakeholders as contumplgtcd by the Mult-Party Setflement
insluding, in the case of the CRO, witﬁaut timitation and if thought necessacy or desirable by the
Applicants, the prepiu'atic%n and delivery of a plan of arangement in respect of the Applicants ag
contemplated by the Multi-Party Sefilement.

-

15. THIS COURT DRDﬁRS that the CRO and the Litigation Trustes are herehy empowered,
authoriicd and directed to do all things, carry out a1l actions and pexfarm all duties deseribed inthe
Mulﬁ-Parﬁ Settlement and specifically:

(&) to engage and give instructions to counsel and, to engage ‘and give direction 1o
consuliants, appraisers, agents, Mors, experts, auditors, accountants, MANAZErs
and sucia other persons from time to time on whatever bafis either of them may agree
to assist with the exercise of their powers and dutics;

(b)) toexecute, assign, issue and endorse documents of whatever nature in respect ofih:d
Applicants for any purposs pm'mmntta-d this Order or the Multi-Party Setdement; end
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(¢}  toinitiate, prosccute and continne the pmmuﬁon of any and all proceedings and to
defend all P;o«mdhgs now pending or hexeafter instituted with respect to the
Applicants or any of their property and undertaking and to setile ox compromise any
such procecdings, The authority hereby conveyed shall extend o any appeals ox
applications for judicial review in respeot of any ozder or judgment p:ﬁnounced in
any such proceeding. ‘ '
16.  THIS COURY ORDERS thatthe Litigation Trostss may obtain financing inrespect of the
Litigation Assets at such times, in such amounts and upon such terms as the Litigation Trustes mey

consider to be appropriate after seeking divection from the Advisory Commities in accordance with

- the Multi-Party Settlement.

17. THIS COURYT ORDERS that nothing herein contained shall require the CRO or the

. Litigation Trustes to ocoupy orto take control, care, charge, possession or management (separately
- aadfor collectively, “Possession™) of any property, assets or undertaking of eny of the Applicants

that might be environmentally comtarhinated, that might be a pollutant or a contariinant orthat might

cause or contiibute to & spill, discharge, release or deposit of a substance contraty to any federal, . .

provincial or other law respecting the protection, .cnns;srvation, echancement, remediation or
rehabilitation of the covironment or zelating to the disposal of waste or other contamination
inciuding, withont limitation, the Canadian Environmental Protection Act, the Ontario
Environmental Protection Act, the Ontarlo Water Resources Act orthe Ontario Occypational Health
and Safeiy Act and regulations thereonder (collectively, the “Environmental Legisiation”), provided
however that nothing herein shall exempt the CRO or the Litigation Trustes from any dufy to xeport
ormake disclosure imposed by applicable Environmental Legislation, The Applicants are, and are
Bereby declared to be, and shall remain, in Possession, ocoupatioi and control of all of ther
property, assets and undertaking, subj-ect to further Order of this Conurt. .
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18 THIS COURT ORDERS that neihef e CRO nor the Lifigafion Trustee shall, svaresult of
this Order o anything done pursuant to their duties and powers wader this Order, deem the CRO or

the Litigation Trustes to be inPossession ofany property, asssts or undertaking within the meaning
of any Environmental Legislation,

{9, © THIS COURT ORDERS {hat cach of the CRO and the Litigation Trustee shall inour no
Jiability or obligation as a resuit of his appointment or the carrying out of any of the provisions of
this Order, save and except for a;ny gross negligence ox any wilful misconduct on his part, The
Applicants shall indemnify and hold harmless each of the CRO and the Litigation Trustee with
respect o any hnbmty or obligation a3 a result of his appointment or the fulfilling of his dﬁﬁm in
carcying out the provisions of this Order, save and except for any gross nogligence or-wﬂful
misconduct on his part, No achun, application or m‘h:r proceeding shall be commenced dlrectly, or
by wa,y of connterclaim, third party claim or otherwise aga:mst either the CRO or the Liﬂgahon
Trnstes a3 & result of, or relating ju any way to his appointment, thc Hulfillment of his duties or the
camrying owt of any Order of this Cout except with leave of this Court being obteined, Notice ofany
snch mofion seeking leave of this Court shall be served upon the Applicants, the Monitor and the
CRO or Litigation Trustee (as the case may be) at least seven (7) days prior to the return date of any

such motion for leave,

20. THIS COURT ORDERS that the Applicants’ indemnity in favour of the CRO and the

Litigation Trustee shall survive any termination, yeplacement o discharge of the CRO or Litigation
Trustee. Upon any texmination, replacement or d?scharge of the CRO or Litigation Trustee, all
olaims against such officers of the Couxt for which leave of the Court has nwt already boen sought
and obtained shall be, and are hereby forever discharped.
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21, THIS COURT ORDERS that, without limiting any othet provision of this Order, each of

the CRO end the Litigation Trustee may from time fo time apply fo this Court for advice and

directions in the discharge of his powsrs and duties hereunder.

22. THIS COURT ORDERS that the Monitor, the CRO and the Litigation Trustee may réport
to the Court on their activifies from time to time as any of them may see fit or as this Court may

order.

{b) - Monitor

93, THIS COURT ORDERS that, in addition to its duties described in the Initial Orderanithe “

Claims Process Otder of even dae herowith, the Monitor s hereby uthorized to pexforn the

*funetions and cazry out the _responsibiliﬁw deseribed herein and in the Multi-Party Scitlement,
* Performanto of these fanctions and responsibilifies s subject to the provisions of the Taitisl Order,

particularly paragraphs 21 through 31 thereof.,
()  Directors’ Insurance

24, THIS COURT ORDERS thatthe Applicants be and axe hereby anthiorized to purchase run-
off insurance for the officers and directors of the Applicants as described n tlie Monitor’s Seventh

Report,
(@ Other Actions

95.  THIS COURT RATIFIES AND APPROVES sll actions and activities of the Applicants,
including its current officers, dixectors and menagement; in authorizing any of the transactions,
actions and actmues or other matters approved, authorized or directed pursuant to this Order,
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SCHEDULE “A»
' EXECUTION COPY
Multi-Pariy Settiement Term Sheet

The Applicants-seek Court Approvel, as deseribed. herein, of the follawing femms of agreement .
among the Applicants, Sun-Tires Media Group, Ino, (“STMG”) snd Davidson Kempner Capital
Miapagement LEC and its affilistes listed in Schedule “A™ hereto (collectivaly, “DK™). '

A, STMG

1. Upon Coust Approval, the Cowt shall suthorize snd direct Hollinger, 432, STMG and
any other necessary paxtias to forthwith tike the staps necessary 1o convert Hollinger's
and 432's cxisting Class B shares info an equsl number of Class A shares (the
f*convorsi,on*),mbj;cttuandpﬁuripﬂ:ﬂsﬁepsdmm‘budinmmbaZgnchemoﬂ

2. I STMO's stockholders ara required to approve (the “Stockholder Approval”) fhe
issnance of the Additional Shares (as defined below), then, upon Cowt Approval, the
Court shall authosize Hoflinger, and Hollinger shall approve the issuance of the
Additional Shares, pursuant to & stockholder veritten consert (the “Consent").-

3. If Stockholder Approval is required, as soon 25 possible affer the Consent Effective Date
(as defined below), Hollinger and STMG shail effect ths Conversion pumsuant to the
Restated Certificate of Incorporation of STMG. The Conscat shiall be cffective after all
actions required by the Securitics Exchange Act of 1934, as smended (fhe *1934 Act™),
have been taken and the issuancs of he Additionsl Shares is permitted by the 1934 Act
(the “Clonsent Effective Date”). H oo Stockholder Approval is required, Hollinger 2nd
STMG shall effect the Conversion pursuaat 1o the Restated Certificate of Incorporation of
STMG as soon as possible after Court Approval.

4 Porthwith afer the Iatex of @) Comt Approval and (i), if Stockholder Approval is
required, the Consent Effective Date, STMG will issue to Hollinger (or as it may direct)
1,499,000 additional Class A ghares (ths “Addiﬁnpgl Shares™. The .m:‘mba of
Additional Shares represents 10% of the mumber of Hollinger's and 432°s existing Class
B shares. .

5. All tanssotions will comply with all applicable Jaws and Toguiations and rules of
applicable stovk exchanges,

 Upon the later of () Coutt Approval and (i} immediately after fhe next annual meating
§ sc.%?&uled for Juns 17, 2008, the six direstors agpointed by Hollinger to the Bowxd of
STMG (Wes Voarhels {*Voorhsis"), ‘William Aziz (“Aziz”), Biward Hannab, Peter Dey
{Dey™), Brent Balrd (“Baird”) end Albrecht Bellstedt Q“B.ellstedt")) wﬂl submit their
resignations from the bosrd of STMG, Tjpon submitting theic vesignations, cach
resigning director will receive: () a written confirmation from STMG that any existing
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9.

10.

11

12,
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A

ferms e3 may be appliceble to any other current STMC directors} and ;

by STMG of all Teasonable Jegal foes incnrred by the mdcp:n'g:,ut &Ebm e‘.énag‘;

o et s of e s et T, WPt o
M3, Holtboger se STMG for all amounis paid in res) j

Lega oot cxoeph o BSS75,000, e ped e ot el

Upon Cowt Approval, Hollinger will pey to STMO tho reascnabd .
inchoding legal fees, ofsmehmedhwnﬁmﬂmwiﬁ:mcc&;r:x:dﬁ‘?s ;fmﬂ;é
%gfvhmu‘.h&ﬁg;l August m;pﬁzygg; p stomaad in;lludmg ing the date of Court Approval.
EVer, am to b fnper inder 1hiz 1
subject to a.cap o!.'usasz.mu‘cllit'n;iml:saa;e:ema.hei.r olinger wmder? mhmu

STMG asd Hollinges _vrﬂi"eoop&aﬁutomnﬁmizahmv&ublo portion of the clase
action insurence settlement procseds payable to them and such procceds shall ‘be

allocated 5o that STMG reccives 85% of such procesds, and Hollinger receives 15% of

such proceeds.
Holtinger smd STMG agree o divide their respective reoovezies from ths Insoiveasy :
procesding of Ravelston equelly as between them.

The following claims of STMG shail bé allovwsd sz vsconred. claima aganst he
Applicants (the“STMG Allgwed Claims™) in the amounts indicated below, subject to
confirmation of the cﬂcﬂnﬂomof'&zqugnhmafsunhdﬁmsbytheMonim:

(&) & claim in respect of the promissory nots executed by 4322525 Caneda Ine,
(*432") in the smonnt of US $40,543,974; -

(t) el claims for comixibution and indemnity STMG hag -or may asvect agalnst
Bollinger in the ancont of US$28,663,588; amd

@ aclaim forthe airoraftlease setilement in the amount of CPNS1,281,941.

Other than the STMG Allowed Claims, 211 other dlaime of STMG and #s subsidlaries
agaiost the Applicants or any of {heir ofaer subsidiacies, and 1l clalms of the Applicants
and their subsidiaries against STMO and its subsidiarles, ghall be rieased upon Cowd
Appeoval The Applicants agree, in sonnection with fheir releass of STMG, that they
wiil not seck contribution, jndemmification, reimbursement or &y other form of claiws
over from Toxya LLF or any of its predecesor of ELCLSSOT partnerehips, F. David Radler
ot North Amesicam Newspapers L4d. Jor any consideration paid or payeble by eny of e
Applicants to STMG undar this Terin Sheet. For greater partainty, nothing contained in
fiafs paragraph shall Sémit oF ofherwise compromise in any Tmanser, fhe Applcants’ xight
to pumaonnﬂmowpmhcthosenmsﬂparﬁesfosanyclaimwhﬂsuvu,amand
except only m espect of consideration paid or peysble by the Applicantsto STMG wnder
this Tepm Sheot, .

The tofal zecovéries of STMG undes the STMG Allowed Claima shall be capped &t &
ieam of US$15 milfion (fie STMG Cep").  Afte zoelpt of e §TMG Cap, the

.2



o

13'

14.

15.

14,

B,
17.

v

balance of the STMG Allowed Clsims wil bo assigned fo he Applicans fo;
of the Applicants® ofher gesitral unsecured credifors, A . s or o et
Upon STMG xeceiving distrilndions in the sgerepate amount ofUSS’!.Sl.nllli' inrespect
of e STMG Allowed Claims (afize giving effect o mny valld mad elinee
subo:dmatonregardmg_ disiribution2 under the 432 promdssory note referred fo In
paragraph 10(a) above, i any), fifty percent (50%) of all distributions theseafter peysble
to STMG i respect of the STMG Allowed Cisima shall bs assigned to ths Applicante;

Prior o any agreement fn vespoet of the torm coutained herels, STMO vill onure fiat
rwihing herein or in eny plan. of aangement (the “Flan*) of the Applicanty, ifany, giving
affect 10 the terms hereof or in the fmpleshentation, of any such Plan will: o

@  cansothe Rights (as defined in the STMG rights plan) to beooms exercisabl;

()  ocanse auy Person (a3 dofined in the STM xights plan) to become an Acquiring
Person (s defined in the STMG rights plan); or

()  trggerthe epplication of tay STMC Hights plan,

STMG will continue with its independent examination of all strategio alieroafi
avallsble to STMG. . ves

Svbject to the t=zms of any existing court orders or agresments pursumnt to which the
Applicants may be resitloted, the -Applicents will support the wmsking of an order
providing STME with equal rights In respect of fhe Applcants’ Mareve injunction
sgalnst Conuad Black and Bacbara Amic] Black, STMG shall be permitted to roserve its
xight e to whether to seek such an order, '

DK

(@) Forthwiih after Court Approval, the Cless A ‘shares of STMG resulting from the
Conversion (the “Bachmiged Shares™), plus the Additional Shares, bolig 10%. of the

number of Hollinger’s and 432's existing Class B sheres, when issued shall be voted by

tas Indenture trastoes for the banefit of and st the direction of noteholders in the ranher
«contemplated by the indentures up to that nomber of shares that s equal fo or léss than

19.999% of the aggrogats mmiber of STMG Class A, shares ther owtstanding ronaded

down to the nearest whole share, The indepture trustees, for the bensfit of the
notsholders, may thereupon exercise all voting ar other rights associated with the
Exchanged Shares and the Addifions] ‘Shazes when issned subject to the Hmitation
zefemed fo o the immedintely preceding seatence and subject to the rights and at the
direction of the notcholders i the memner contemplated by the inderturag (provided that
any shares of ths Applicants shall not be voted ofhey than in favour of the election of the
directors described in Schedule “C* hereto and other tesolutions proposed by STMG et
the next angual mesting of shaxeholders soheduled o oocur on or sbout June 17, 2008

snd theresfter without regtriction) and may disposs of or ofherwise realize upon such

shares in ey commencially teasanable manner and subject to the applicebls Jaw and as
directed by the xoteholders in » mengex coutemplated by the indentiwes (brovided thet
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;mv such disposition or realization shall not be considl;tad-llaart of any Pian for the
purposes of pasagraph 14 hereof). The Applicants shall provide proxies and d
nd fhings as vl farilitae such ighis Brovic proxics and o such act

® 'The Comversion and tho fssumoe of the Additions! Sharcs shall be sublect ta
reglstration rights agreement, to be negotiated among DX, the Applicants mdsgb]m& al?
aoting reasonably (the “Registration Rights Agreement”) forthwith afier Court Approval.

In all events, such Registration Rights Agrosment shall includs a provision with xespect - -

to peymeat of fees connected with any such registration, and shall include a provision
mmsm&mw@mtbﬂhgofnmﬁsﬁaﬁmwmm“ikoﬁmm camse
sudh registrtion statement 1o become effective Iff at the time the right to delay is
exercised by STMIG it shall determine in good faith that such offering would infexfere
with any acquisition, financing or other trinsaction thet STMG is actively puasning and is
material to STMG or wonld involve initial or continuing disclosure obligations that
would not be in the best inferests of STMG. ) )
(¢) ~ Upon being paid in foll, all peincipal, interest and costs and other amownts,
payable vndsy the indemtures), the indehms tstecs will remit any remaining shares and
any surplus procceds to Hollinger and 432. :

() Subject only to a reasomable reseave for (i) sdministmtive costy ('mchdmg any
appHicable logal fets, advisor fees and any ofher costs sccured by the Administration
Charge and also incloding » resarve 1o pay tha reascnable gosty, focs and expenses in

respect of DK's post-Court Approval role as described herein) and (i) disputed clsims, -
such reserves to be determined by the CRO (as defined in the STMG Term Shee) and the -

Monitor, both acting reasonsbly (and subject to their right to seek directions fom the
Conzt), nd in consultation with DX and STMG, and suljet to the segrogated funds
describod bolow, all other cash and realizable procesds of the Applicants (including the
15% shave of the insurance settlamont procesds refiared to herein) and the non-appiicant
subsidiaries of the Applicents (other than STMG and its subsidiarles) shall be distributed

a3 efficiently as reaspnsbly possible to the creditors who have proved claims in |

accordance with fhe olaims process for cach of the Applicants. Distributions will bz

- determined and made on & non-consolidated basis giving effect to inder-company clsims

but including only 50% of & chim by 432 egainst Hollinger in the amoust of
approximately CON$342.5 million and subject to the foilowing payments in the priority
spooiﬁ;d below:

() firstly, to pay 2 tensaction fe to DK in consideratfon of its agreement to
the terms hereof of CDNS$1.5 million;

@) scoondly, to pay the reasomsble foes and disbursemonts; including
reasonsble legal fees and disbuszements, of the indenture trustees up to end
including Court Approval; and
(i) thirdly, to pay the reasonsble legal fees and dishizsements of DX up to
and including Court Approval;
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provided that he total smount available fo fund fters () thwonigh () hereaf shall

not exceed CON$4,500,000, The prionity vayments describod herein will not
affect the timing or amount of the payment to STMG described mpartgﬁg;o'f

()  The Applicants will acknowlsdge claims owing by 432 md also b
Hollinger to the indenturs truzbecs o the full amount of the principal, i.rrbamtani
costs owing under the twn dsbentures dated March 10, 2003 and Sepbember 30,
2004, the smount of which is cstieated to be US$103,235,062 a3 of Docember
31, 2007, Thess claims will continues to accrire inferest (unless and wmtil the
Applicants beeome benlaupt) In accordancs wish the debeatures ot fis confrastual
zate wntil paid in'fll, Ths claims will be reduced enly by distributions received
by the indenture trosives from the estates of Hhe Applicants and by amounts
ﬁmymivdﬁmormmpeuofﬁnEmhmgededﬁdeiﬁmd

=8, . ’ :

{c) - "Tho Monitor and the CRO, with pesiodle reporis as zequested (acting
Teasenably) und i least monthly fo DE. sud STMG, will work to zezolve and
detexonine all disputed clairas a5 efficienfly as reascnably possible, The Monktor
and the CRO will seek ths input of DK and STM( befors allowing any claims
agrinst the Applicants (ofher than the claims of STMG erid the indenturo trustecs.
acknowledged herein). The Monitor aod the CRO, in consultxtion with DX nd
STMG, will provids estimaiss of 1he noet reoovery. to creditors based on the
“rypateicfall analysis of the Monitor mnd the nformation now known vegarding the
claims of all creditors (incinding the claims of STM@ allowed under the STMG
Term Shest), such estimate to be updsted sfter the claims ber dates for-the
Applioants snd for the non-gppHeant subsidiaries as described horefn,

@ . SIMG will acknowledpe that iis claim against 432 in respect of the 432
Toan is subordinated 10 and in fevews of the clxims of the bndentuys trustee for aud
in mespect of only fhe senior bonds against 432.

DK aprees tot

(@)  withdrawits motion sceking the bankiptcies of the Applicants; and

(v) - support Couwt approval in the Applicants’ CCAA, proceeding (*Court Approval™)
consisting of: (i) approval of this agrecmsat and (i) approvel of the other rellef
sought by the Applicants in their Notice of Motion deted Apell 10, 2008 to the
extenrnot inconslstent with the teroas described hetein,

. General Conidifions

A standand CCAA clsims peocess shall bo Emplemented jmmedlately for all claims
agalnst the Applicants, except claims against the Applicants by their subsidiades (ofher
fhen STMG and its subsidiadies). .

-5



21

23,

24,

27,

28.

A subseqoent claims pracess shall be implomented in xespect of the non-Applicant

subsiditzies of the App
identified prior to the asset consolidation herein cordsmplated,

The Applicanss, in consultation with the Monitor, shll prepers & plan to acomnulate ot |

Hollinger, on & tax~cifective basis, all agsets of the non-Applicart subsidiaries of the

Applicants (other than STM@ and tix subsidiaries) after of all clalms of credit
of rach gubstdiarics. paymont 8 of creditors

The Applicants agroo to work with the Monitor, In consuitation with DX. and STMG (xod
subject to the right of all perties to seck directions from the Court), to reslizes upon any
assets of the Applioants end the non-applisent wubsidindes (ofher than the cash, the
Bxchanged Shares, the Additicpal Shaves and the Litigation Agssts degiribed herein) with
s viow o diskibuting net procesds fhereof as efficjently an ressonsbly pogsible snd to
provide the necessary presdes. Yo pacticular, the Applisants will consider making such
stributicns pursuant to perdodic Cowt oxders in the CCAA proceedings as opposed o
inourring the tosts associated with formalizing and approving o Plas,

The form and oontent of any Plan, if necsssary or advisshle to implament the teis
hereof, as it relates to STMG shall be satistastory to STMG, ecting reazonably and, a3 it
meKMMMmManbtsmwamacﬁngmmbly.

All stops and trensactions describod herein that we to occur upon Cowst Apgroval are
futended to take place simultansously, and the parties shall co-operats with cach other ta
cooxdinats the fiming of the effectivences of such steps and transactions.

The information oontsined in Schedules *B” and “C™ hercof is confidentlal and
commercially seusitive, Tho parties agreo 0 sock an order sealing: Schiedule 57,
pmdingﬁrﬂmoxdcrofﬂaaﬂwt.md&hndnh “c», unll such Sme as the information
contained therein Is disclosed by STMG, and agees that Schedulea “B* and “C” will be
redacted fromn any publicly discloged materfals. '

Coxporate Goyernauce

Aziz, or an entity aontrolled by bim, shall be appointed forfhwith by the Cout Approval
order as the chief restrostuzing officer (the “CRO”) of the Applicants end an offieer of
the Court in considerstion of & monthly salary of $65,000, prysble in advance, plus GST
g5 applicable and reimbursement ofm.wmble ¢xpenses, Stch engagoment ghallbe. one
moxtth-to-month basts sud may be teeminated by Aziz upon 30 days® prior written notios,

The CRO shall be responsible, among other things, for developing mdnnplemenungﬂw
asset consolidation wad rspa:ﬁation plan and assisting the Monitor with the claims

T Process.

The bomd of dixeotors of Hollinger ehall be reduced as soon 23 possible %o & maximum of
{fires persons.

e

licants to engure thet al) credifors of those subsidiales ars



30.

)

E L]
32,

33,

- 36,

37

W

TUpon Cowmt Approval, Hollinger and ‘Voorheis will agtes t'o' sugpeod pryment

:%nt;l’ﬂyw;k nﬁu b;ahy;b:ﬁd{n; I;I;Ilmg;n;:umm i tgmmal;ﬁﬂzvm o‘;fnﬁ
-con ‘oothels i h

s Ayt A Aoy Teelgn 23 an of mm?d:_rechu:ofﬁu

mmmmwmmmmmmmommamm

(“BMO”), dated Junc 15, 2007, payment of all monthly work fees
ceasod in Febraary 2008, ’ - ’ paynble‘ to BMO

Litigation Assets

As part of the- Comst Approval order, fustice John D. Gronnd shall be appointed a3 sa
officer of the Comt to pecform the rols of litigation frustee (e “Litigation Trastes of
all claims and caees of action in fuvour of the Applicants (the “Litigation Assats™ oty
such termos 28 may be agreed botoroen the Applicas and justice Grotmd and subject to
approval by the Comd. : . )

The Litigation Trustes will superviss, conirol and wdmini:ter.nn agpests of tho Litigation.

* Assets of the Applicants, in consultation with the Applicants and subject to moxttodng by

a0 Moaitor and supecvision, by the Cout. ,

The Litigation Trostes raay, if he considers it necessary ox adyiseble, refain the sexvices
of Voorheis or an cotity confrolled by him on gn howrly basis to ptovids assistance or
edvice in respect of the Litigation Agscts, :

The Litigetion Trustee will bs responsible for administering the Litigetion Axsets
efficlently and in & cost-effieotive manmez with 3 view to maximizing the net tetrn, efier
costs, from fhe Litigation Assets t0 the Applicants and thelr crediiors and other
staksholders and shell provide perlodic reports to the Advisory Comwitiee (s defined
herelny md such other xeporis 23 mey be requested by sny member of the Advisory
Cosmmittze, acting reasonably, . .

An advisory committes shall be esfablished to provide advice aud direction to the
Litigation Trustee (the “Advisory Commdtiee") comprised of one nomines of DX, one

ve of the Applcants (other then ‘Was Voorheis) end the Lifigation Trustes,
The Liiigation Trastec shall aoct i avcordance with any majority decision of the Advisxy
Commities, For greater cerieinty, in the event of any disagreement as between the
representative of D, and the represesdative of the Applicants, the Litigation Trugtes shall

. have a deciding vote,

The nomines of DK to the Advisory Commities shall not receives eny remvmerstion for so
acling other than us specified below. The representative of the Applicants shell be =
senfor Canadisn Hiigation counse] and shall be paid at his or ber nzval honrly rats by the
Applicants, At the option of DK, itz nomine¢ may receive compensation on m
equivalent basls to that of the represeniative of the Applicants, AU, members of the

Advisory - Committes shall be indexmifiod In respect of any claims made against them in |

such cepacity exccpting only olaims arising from thefr wilful mivcondact or gross
nogligence.

-7



38.

39,
40.
41,

42,

Ths Litigation Trustee will supervise and administer the Fitigation Assets on -

day bagis, indluding giving divction t0 ‘counsel. IhnLiﬂatﬁonTmbevﬁns:eiazuz
dizzotion from the Advisory Commitiee 23 hie deems nectasary or appropsiats, but, i
partioular, ﬂm Lu.:lgaﬁonmmwﬂl seek direction fiom the Advisory Conanities with
respect 1o litigation strategy, financing Gf any) for the Lifigation Assets, whether o
aosept or make any settlement offer and the use of proveeds of may settlement, '

The amount descaibed in Schedule “B" bereto shall be segragated Frome the genseal cash
asssts of the Applica!:ﬂ_s and used exclogively for the pmpose oi"gmﬁing'ﬂm
sdministration of the Litigation Assels, Payment of any amount payable to My, ‘Wes
YVoorbels shail be made as sontemmlstad in Scheduls “B”, ) .

The Lifigation Trustes will o responsibls for admivistering tho Lifigation Asses’

efficiently and In a cost effective manner with a view to maximizing the net retum, after
coats, from the Litigation Asstis to the Applicants aod fhelr oreditors and ofher
stakeholders. : )

Repeesentatives of DK and Ebilinger will hold all fnformstion recelved by them .as’
membery of the Adeisoxy Comanities in shict confidance puruant to & form of
confidentiality agtesment snceptable fo Hollinger, the Litigation- Trnateo and such
representatives, sl} actiog reasonsbly. '

DX or Follinger may apply to Court at ay tins to seek such changes o the provisions of

the oxder appointing the Litigation Thustes at either of tem may doem necessary or

sppropiate. -

Subjeot t Comt Approval being oblained o fhe terms hereof, pusruant o an Ordec i fom snd
oontent satisfictory to the parties, for consideration reostved, each of fhe undersigned agrees to

flie sbove as evidenced by thelr expective slgnatures a5 of fhis /4 “ay of May, 2008. This ‘

agretanont may be signed in counterparts and delivered by clecironio tranamission,

HOLLINGER INC., SUGRA LIMIYED and
4322525 CANADA INC.

Bexr

Upod .

(T have anthority to bind each of the corpomstions)



DAVIDSON KEMPNER CAPITAL -
MANAGEMENT LEC ox its own helialf and
on bebalf of the sdfiistes Hsted ia Schedule
© SAP hereto {oollociively, “DEC)

Pex:

Per:

(/e kv anthority to bind the entlties.
collectively referred o ny “DET)



o’ .'

At S

a2l g

SUNTIAAES MIBLA CROUY, Ve

Per:

Pexz
mgmmwmmwmpmm

PAVIDSON XEMPNER CAPITAY,
MANACEMENT LLC m e own bebalf and
o behall of the afffixtes Wried In Schedyle

“A® hereto {eollactively, DY)
Po: p—
Pere

(/W Linvo surtboxity to bind the catitios

collectively refired 1o 23 ‘DK , -

-
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Schedule “A”
MH Davidson Co.
Davidsan Kempner Infernationa] Limited
Davidson Kempner Institutional Partners
Davidson Kempner Parinery
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Schedule “B”

REDACTED AND SEALED
PURSUANT TO COURT ORDER
DATED MAY 21,2008



Schedule *¢»

The direciore to be propozed for election af the awnal general meeting 6f shareho
STMG fo be held on Juns 17, 2008 ers the following, fﬂﬂch, for greater clarity, arludﬁl]‘ gg
the current divectors of STMG. The six directord refared to fu pemugra 6 of fhe Mt
Parly Seitfernent Térm Sheet will, potwi wuy swch election, resign in
acccrdance with peragraph § of the Multi-Party Settlement Term Sheet,

Ths Hon, Raymond G.H. Seitz
William Azlz

BrentD. Baird |

Albrecht W. A, Bellstedt Q.C.
Hegbert A. Denton

Peter Doy

Cyrus B, Freidbeim, Jr,
Bdward Fanmah

Goxdon A, Parls

Graham W, Savage

G. Wesley Voorhols
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Hollinger Inc.
Settlement of Claims Against KPMG LLP

TORONTO, Ontario, October 6, 2010 — The Litigation Trustee of Hollinger Inc. ("Hollinger")

announced today that he has entered into a settlement agreement with KPMG LLP to resolve all

claims against Hollinger's former advisor advanced by the Litigation Trustee on behalf of

Hollinger. The settlement entails no admission of liability on the part of KPMG LLP. The terms

of the settlement include releases in favour of KPMG LLP from Hollinger and its subsidiaries, as
.well as from third parties involved in related Hollinger litigation. The settlement and the releases

are subject to court approval, which will be sought on notice to other affected parties. The rest of
 the terms of the settlement agreement are confidential.

Hollinger previously issued a news release on July 15, 2010 regarding the settlement agreement
entered into with Torys LLP.

Hollinger and its subsidiaries, Sugra Ltd. and 4322525 Canada Inc., are currently subject to
proceedings in Canada under the Companies’ Creditors Arrangement Act (Canada) and in the
United States under Chapter 15 of the U.S. Barnkruptey Code.

The sccurities of Hollinger are subject to a cease trade order issued by the Ontario Securities
Commission on July 23, 2008. Hollinger's common shares and Series II preference shares were
delisted from the Toronto Stock Exchange on August 22, 2008.

CONTACT INFORMATION
Media contact:

William E. Aziz

Chief Restructuring Officer
416.640.7122
baziz@hollingerinc.com
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NOTICE CONCERNING HOLLINGER INC., 4322525 CANADA INC.
AND SUGRA LIMITED
(hereinafter collectively referred to as the “Applicants™)

RE: NOTICE OF SETTLEMENT OF CLAIMS AND CAUSES OF ACTIONS IN
FAVOUR OF THE APPLICANTS INVOLVING KPMG LLP CANADA (THE
“KPMG SETTLEMENT*), TORYS LLP (ONTARIO) AND TORYS LLP (NEW
YORK) (THE “TORYS SETTLEMENT”), AND NOTICE OF A BAR DATE
RELATING TO THE KPMG SETTLEMENT AND THE TORYS SETTLEMENT
AND AN ORDER APPROVING THESE SETTLEMENTS

The Applicants and the Court-appointed Litigation Trustee have entered into two settlement
agreements (collectively, the “Settlements™) in respect of which Cowrt Orders will be sought.

The KPMG Settlement Agreement settles all claims and causes of action advanced by Hollinger
Inc. on its own behalf and on behalf of all other CCAA applicants and their subsidiaries other
than Chicago Newspaper Liquidation Corp. (formerly known as Sun-Times Media Group) and
its subsidiaries. In return for payment by KPMG of the seitlement amount and withdrawal of
KPMG’s claims against the Applicants, Hollinger is seeking a Court ordered release in favour of
KPMG LLP Canada, KPMG LLP (U.S.), all other member firms of KPMG International and
their related or affiliated entities and their respective past, present and future partners, officers,
directors, employees, servants, agents, assigns, insurers and.counsel (collectively, the “KPMG
Releasees™). The intent of the release is to eliminate any basis for any direct or indirect claim by
any Person against the KPMG Releasees in any way relating to the subject matter of the KPMG
Settlement, save and except claims based on a final judgment that a plaintiff suffered damages
or, if under civil law, prejudice as a direct result of the plaintiff’s reliance on express frandulent
misrepresentation made by any or all of the KPMG Releasees or their agents when any or all the
KPMG Releasees had actual knowledge that the misrepresentation was false.

The Torys Settlement Agreement settles all claims and eauses of action advanced by Hollinger
Inc. on its own behalf and on behalf of all other CCAA applicants and their subsidiaries other
than Chicago Newspaper Liquidation Corp. (formerly known as Sun-Times Media Group) and
its subsidiaries. In return for payment by Torys of the seitlement amount and Torys agreement
that it will not file any claims against the estates of any of the Applicants, Hollinger is seeking a
Court ordered release in favour of Torys and its past, present and future partmers, employees, -
directors, officers, affiliates, agents, advisors, insurers and their predecessors, successors and
assigns (collectively, the “Torys Releasees”). The intent of the release is to eliminate any basis
for any direct or indirect claim by any Person against the Torys Releasees in any way relating to
the subject matter of the Torys Settlement, save and except claims based on a final judgment that
a plaintiff suffered damages or, if under civil law, prejudice as a direct result of the plaintiff’s
reliance on express fraudulent misrepresentation made by any or all of the Torys Releasees or
their agents when any or all the Torys Releasees had actual knowledge that the
misrepresentations was false.
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The Settlements and the Settlement Approval Orders sought contain terms and provisions that
may compromise, limit or release certain of your rights. Please consult the Settlement Document
Package for more details at the Monitor’s website www.ey.com/ca/hollinger.

This Notice is being published pursuant to an Order of the Superior Court of Justice (the
“Court”) made W, 2010 (the “Service and Notice Procedure Order”). This Notice has been
approved by the Court pursuant to the Service and Notice Procedure Order. A copy of this
Notice will be sent to Creditors and Defendants (as defined in the Service and Notice Procedure
Order) on or before », 2010 in accordance with the Service and Notice Procedure Order,
Persons may obtain a Settlement Document Package, including the forms of the Settlement
Approval Orders, further details of the KPMG Settlement Agreement and the Torys Settlement
Agreement and a form of Notice of Appearance (the “Notice of Appearance™), from the
Monitor’s website at www.ey.com/ca/hollinger.

Motions for approval and implementation of the Settlements including for the barring and release
of certain claims (the “Seftlement Approval Motions™) have been scheduled with the Court in
Toronto to be heard on W, 2010. If you wish to attend and be heard at the Settlement Approval
Motions on P, 2010, a Notice of Appearance must be submitted by pre-paid ordinary mail,
courier, email or fax to the Monitor and its counsel, Lenczner Slaght Royce Smith Griffin LLP,
at the following addresses:

Ernst & Young Inc. Lenczner Slaght Royce Smith Griffin LLP
Court-appointed Monitor of Hollinger Inc. and Lawyers for the Monitor of Hollinger Inc. and
others others
222 Bay Street 130 Adelaide Street West, Suite 2600
Toronto, ON M5K 1J7 Toronto, Ontaric M5H 3P5
Afttention: Christopher Mediratta Attention:  Peter Griffin
Email: christopher.mediratta@ca.ey.com Matthew Lerner
Fax: (416) 943-3300 Email: periffin@litigate.com
mlerner@litigate.com
Fax: 416-865-9010

All Notices of Appearance must be received by the Monitor and its counsel by noon (EST)
on M, 2010 (the “Notice of Appearance Bar Date”). It is your responsibility to ensure that
the Monitor and its counsel receive your Notice of Appearance by the Notice of Appearance
Bar Date if you wish to appear and be heard. If you file a Notice of Appearance by the
Notice of Appearance Bar Date you must be represented in person or through legal counsel
at your own expense with respect to the Set{lement Approval Motion and any other
proceedings regarding the Settlements in which you wish to participate.

PERSONS WILL BE BOUND BY ALL TERMS OF THE SETTLEMENT APPROVAL
ORDERS AND WILL BE BARRED AND ENJOINED FROM OBJECTING TO,
DISPUTING IN ANY MANNER WHATSOEVER, APPEALING OR MOVING TO SET
ASIDE OR VARY THE SETTLEMENTS OR THE SETTLEMENT APPROVAL



-3-

ORDERS IF A NOTICE OF APPEARANCE IS NOT RECEIVED BY THE MONITOR
AND ITS COUNSEL ON OR BEFORE THE NOTICE OF APPEARANCE BAR DATE
AND SUCH PERSON DOES NOT ATTEND IN PERSON OR BY LEGAL COUNSEL AT
THE SETTLEMENT APPROVAL MOTION TO BE HEARD ON », 2010 AT THE
COURTHOUSE, 8™ FLOOR, 330 UNIVERSITY AVENUE, TORONTOQ, ONTARIO,

DATED at Toronto this P day of », 2010,
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Court File No. 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.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 LIMITED
Applicants

SUPPLEMENTAL AFFIDAVIT OF WILLIAM E. AZIZ
(Sworn on November 5, 2010)

I, WILLIAM E. AZIZ, of the City of Oakville, in the Province of Ontario, MAKE

OATH AND SAY AS FOLLOWS:

1. I am the President of BlueTree Advisors Inc., Chief Restructuring Officer of the
Applicants and the Non-Applicants (as defined berein). As such, I have personal
knowledge of the matters to which I hereinafter depose, except where my knowledge is

based on information and belief, in which case I believe such information to be true.

2. Pursuant to an Order of this Honourable Court dated May 21, 2008, as amended by the
Order of this Honourable Cowrt dated July 3, 2008, I or a company or éntity owned or
controlled by me was appointed as the Chief Restructuring Officer of the Applicants.
BlueTree Advisors Inc. (“BlueTree”) is the entity owned or controlled by me that was

appointed to provide my services as Chief Restructuring Officer of the Applicants.



2.

BlueTree was also retained to provide the services of Chief Restructuring Officer of

Domgroup Ltd., 10 Toronte Street Inc., Holcay Holdings Ltd. and 021173 N.B. Limited

ak.a. Willett Foods fk.a Willett Food Company (collectively, the “Non-Applicants™)

pursuant to board resolutions passed by each of the Non-Applicants on June 16, 2008,

Collectively, BlueTree and myself are referred to hercin as the “CRO™.

I swear this Affidavit to supplement my Affidavit swom November 1, 2010 (the

“November 1* Affidavit”) in support of in support of the motion (the “Service and

Procedure Motion”) to approve, among other things:

3.
Purpose
4,
@
(b
(©
(d)
5.

a service and mnotice process in respect of a motion (the “Settlement Approval
Motion™) to be brought to approve certain settlements reached for the benefit of
the Applicants and their stakeholders regarding certain claims and causes of
action in favour of the Applicants and certain claims and possible claims against
the Applicants {collectively, the “Settlements”), including approval of a form of
notice to be given (the “Notice™);

establishing a procedure for filing of a notice of intent to appear in a prescribed
form (a “Notice of Appearance”) and approval of such form;

the setting of a bar date to file a Notice of Appearance (the ‘Notice of
Appearance Bar Date”) in respect of the Settlement Approval Motion; and

setting a hearing date for the hearing of the Settlement Approval Motion.

All capitalized terms contained herein and not otherwise defined shall have the meanings

ascribed to them in the November 1% Affidavit.



Sealing Order No Longer being Requested

6. At paragraphs 8 and 10 of my November 1* Affidavit, I indicated that an unredacted
copy of the Torys Settlement Agreement and of the KPMG Settlement Agreement were
attached to the Affidavit to be provided to this Honourable Court and that a sealing order

would be sought in respect of the unredacted Settlemenits.

7. Since serving the Service and Procedure Motion Record on November 1, 2010, certain
stakeholders have raised concerns over the sealing order to be sought with respect to the

Settlements.

8. The Motion Record including my November 1% Affidavit has not yet been filed with the
Court. The Applicants have considered the concerns raised by the stakeholders and have
determined that filing unredacted copies of the Settlements with the Court is not
necessary at this juncture of the proceeding. As a result, the November 1% Affidavit to be
filed with the Court will be identical o the one served on the Service List on November

1, 2010 and will not include unredacted Settlements.

9. Therefore, the Applicants will not be seeking a sealing order at the hearing of the Service
and Procedure Motion at this time.. A revised draft Service and Procedure Order will be

circulated to the Service List with this Affidavit.

SWORN before me at the City of Toronto,

in the Province of Ontario, this 5* day of - .
November, 2010. 4 /o 59’ ‘

M e

Commissioner for Taking Affidavits
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Court File No. 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
“THE HO OURABLE ) FRIDAY, the 25th DAY
)
MR. JUSTICE CAMPBELL ) OF FEBRUARY, 2011

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 LIMITED
Applicants

ORDER |
(Sealing and Confidentiality Agreement Approval Order)

THIS MOTION made by the Applicants for an Order sealing confidential references in
the settlement agreement among Hollinger Inc. (“Hollinger™), the Litigation Trustee of the
Applicants, Torys LLP (Ontario) and Torys LLP (New York) (collectively, “Torys”) dated
March 26, 2010 (the “Torys Settlement Agreement”) and in the settlement agreement among
the Applicants and their existing subsidiaries (but not including the Chicago Newspapers
Liquidation Corp. formerly known as Sun Times Media Group, Inc. and its subsidiaries), the
Litigation Trustee and KPMG LLP Canada (“KPMG”) dated October 1, 2010 (the “KPMG
Settlément Agreement” and together with the Torys Settlement Agreement, the “Settlement
Agreements®) both attached as Exhibits to the Affidavit of William E. Aziz sworn on November

24, 2010 (the “CRO- Affidavit™), and for an Order approving the form of confidentiality
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agreement attached hereto as Schedule “A” (the “Confidentiality Agreement”) to be entered
into between Hollinger, Torys and KPMG (the “Settling Parties™) and such Responding Parties
who agree to be bound by the terms of the Confidentiality Agreement (the “Contractually
Bound Responding Parties™) which will govern the disclosure of the redacted poxtions of the
Settlement Agreements, was heard on February 18, 2011 at 330 University Avenue, Toronto,

Ontario, with judgment reserved to this date,

ON READING the Motion Record of the Applicants dated November 26, 2010, the
Supplemental Motion Record of the Applicants dated January 17, 2011, the Responding Motion
Records of the Responding Parties, dated February 1, 2011, the facta of the parties, filed, and on
hearing the submissions of counsel for the Applicants, Torys, KPMG and such other counsel as
were present, and on being advised that the Service List as of November 26, 2010, including all
Persons who filed Notices of Appearance in accordance with the Service and Notice Procedure
Order dated November 12, 2010, were served electronically with the Applicants’ motion
materials:

SERVICE AND NOTICE
1. THIS COURT ORDERS that the motion was properly returnable on February 18, 2011

and that notice of this motion has been given and the service of materials filed in
connection with this motion has been conducted in accordance with the Service and
Notice Procedure Order dated November 12, 2010 and further that service upon any

interested party other than those parties served is hereby dispensed with.



SEALING ORDER

2.

THIS COURT ORDERS that the settlement amounts set out in the Torys Settlement
Agreement and in the KPMG Settlement Agreement (the “Individual Settlement
Amounts™) be and are hereby sealed from the public record until the Settlements are
approved and all appeals are resolved in favour of Hollinger, Torys and KPMG, in which
case the Individual Settlement Amounts shall be deemed to have entered the public
domain such that their disclosure shall not constitute a breach of the Conﬁ&entiality

Agreement, or if the Settlements are not approved, until further order of this Court.

THIS COURT ORDERS that paragraphs 1(c) and 7(b) of the Torys Settlement
Agreement be and are hereby sealed from the public record until further order of this

Court.

THIS COURTS ORDERS that the redacted version of the CRO Affidavit shall be
placed on the public record and served on the parties fo the motion pursuant to which the
Applicants seek court approval of the Settlement Agreements, and the unredacted version
of the CRO Affidavit shall be filed with the Court under seal from the public record in

accordance with paragraphs 2 and 3 of this Order.

APPROVAL OF CONFIDENTIALITY AGREEMENT

5.

THIS COURT ORDERS AND DECLARES that the redacted portions of the
Settlement Agreements may be disclosed to the Seitling Parties and to the Contractually
Bound Responding Parties on the condition that those Parties agree to be bound by the
terms of and validly execute the Confidentiality Agreement attached hereto as Schedule

“A”.
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6. THIS COURT ORDERS AND DECLARES that the terms of the Confidentiality
Agreement are incorporated herein by reference and that each of the signatories to the
Confidentiality Agreement are hereby bound by the terms of the Confidentiality

Apgreement,

7. THIS COURT ORDERS AND DECLARES that any breach of the Confidentiality
Agreement shall constitute a breach of this Order,

VARIANCE AND AMENDMENT
8. THIS COURT ORDERS that any interested party (including the Applicants and the

Monitor) may apply to this Court to vary or amend this Order on not less than seven (7)
days' notice to any other party or parties likely to be affected by the Order sought or upon
such other notice, if any, as this Court may order.

RECOGNITION AND ENFORCEMENT
9. TEIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,

regulatory or administrative body having jurisdiction in Canada or in the United States to
give effect to this Order and to assist the Applicants, the Monitor and their respective
agents in carrying out the terms of this Order. All courts, tribunals, regulatory and
administrative bodies are hereby respectfully requested to make such orders and to
provide such assistance to the Applicants and to the Monitor, as an officer of this Court,
as may be necessary or desirable to give effect to this Order or to assist the Applicants

and the Monitor and their respective agents in carrying out the terms of this Order.

ENTERED AT/ INSCHIT ATORONTC The Honourable Mr, Justice C%mp@

ON/BOOKNO
LE /DANS LE REGISTRE NO..

MAR 28 101
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Schedule “A”

CONFIDENTIALITY AGREEMENT

THIS CONFIDENTIALITY AGREEMENT (the “Agreement”) is entered
into as of March 2011, between Hollinger Inc. (“Hollinger”), the Honourable John D.
Ground Q.C., as Litigation Trustee of Hollinger (the “Litigation Trustee™), KPMG LLP
("KPMG”), Torys LLP (Ontario) and Torys LLP (New York) {collectively “Torys”) and
such of the various parties who have filed Notices of Appearance in accordance with the
Service and Notice Procedure Order issued by the Ontario Superior Court of Justice
(Commercial List) (*Ontario Court”) dated November 12, 2010 who agree to be bound
by the terms of this Agreement (collectively “Responding Parties”, individually
“Responding Party™) and who intend to respond to Hollinger's pending motions (the
“Settlement Approval Motions”) before the Ontario Court for approval of the Release
and Settlement Agreement entered into between KPMG, Hollinger and the Litigation
Trustee dated October 1, 2010 (“KPMG Settlement Agreement”) and the Release and
Settlement Agreement entered into between Torys, Hollinger and the Litigation Trustee
dated March 26, 2010 (“Torys Settlement Agreement”) which Hollinger and the
Litigation Trustee support and is subject to an Order of the Ontario Court approving this
Agreement substantially in the form of the Order attached as Schedule *A” to this
Agreement (“Confidentiality Agreement Approval Order™);

WHEREAS the Settlement Amount as defined in the KPMG Settlement
Agreement (“KPMG Settlement Amount™) and the Settlement Amount as defined in
the Torys Settlement Agreement (“Torys Settlement Amount”) (collectively, the
“Settlement Amounts”) have been redacted from the copies of the KPMG Settlement
Agreement and the Torys Settlement Agreement attached as Exhibits “2B” and “2A”,
respectively, to the Affidavit of William E. Aziz, Hollinger's Chief Restructuring Officer,
sworn November 24, 2010 filed by Hollinger in support of the Settiement Approval
Motions;
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WHEREAS certain of the Responding Parties have advised counsel for
Hollinger that they require disclosure of the Settlement Amounts in order to respond to
the Seitlement Approval Motions;

WHEREAS the Responding Parties expressly represent that they wili
maintain the confidentiality of the Seftlement Amounts and agree that other than as
permitted by paragraph 1 below, they will not make any use whatsoever of the
Settlement Amounts;

WHEREAS in consideration of the Responding Parties' agreement to
maintain the confidentiality of the Settlement Amounts, Hollinger, the Litigation Trustee,
KPMG and Torys have agreed to the disclosure to the Responding Parties of the KPMG
Settlement Amount and the Torys Settlement Amount for the sole purpose of enabling
the Responding Parties to respond to the Settlement Approval Motions and for no other
or collateral purpose, subject to the terms and conditions of this Agreement and the
Confidentiality Agreement Approval Order;

NOW THEREFORE in consideration of the premises and covenants

contained herein, the parties hereto hereby agree as follows:
1. The Litigation Trustee and Hollinger shall be authorized to disclose the
KPMG Settlement Amount and the Torys Settlement Amount to the Responding Parties
for the sole purpose of enabling the Responding Parties to respond to the Settlement
Approval Motions subject to the following limitations and restrictions:

(@) The Responding Parties acknowledge that they have a duty to
maintain the confidentiality of the KPMG Seitlement Amount and
the Torys Settlement Amount and agree to maintain the
confidentiality of the KPMG Settflement Amount and the Torys
Settlement Amount, sharing such information only with their
respective counsel on a confidential basis and with no one else;

(b)  the Responding Parties shall be entitled 1o use the terms KPMG
Settlement Amount and the Torys Seftlement Amount in any written
or aral submissions with the Ontario Court relating to the pending
Settlement Approval Motions;

(c)  the Responding Parties shall be expressly prohibited from referring
to or otherwise suggesting the actual amount of money comprising
the KPMG Settlement Amount and the Torys Settlement Amount in
any written or oral submissions with the Ontario Court relating to
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the pending Settlement Approval Motions or from making any other
use whatsoever of the KPMG Settlement Amount and the Torys
Settlement Amount or the actual amount of money comprising the
KPMG Setilement Amount and the Torys Settlement Amount until
such time as the Settlement Approval Mofions are approved by
orders of the Ontario Court and such orders have become final, not
subject to any outstanding appeals;

the Responding Parties each expressly acknowledge and agree
that a breach of this Agreement by a Responding Party or
Responding Parties shall also constitute a breach of the
Confidentiality Agreement Approval Order and that such breach
may result in:

(N the Responding Parly, or the Responding Parties,
being held in contempt of court and subject to
sanction by the Ontario Court;

(i)  subject to obtaining an order of the Ontario Court so
providing, the deemed withdrawal, release and
forfeiture of any claim that a Responding Party may
have filed with Emst & Young Inc. the Court-
appointed monitor of Hollinger (the *“Monitor”)
against or in respect of the applicants in Ontario Court
file 07-CL-7120 (the “Applicants™), and including the
release and forfeiture of any other claims,
counterclaims or third party claims that might have
been filed against or in respect of the Applicants, such
claims having been barred by the Claims Bar Order,
dated May 21, 2008;

(i)  subject to obtaining an order of the Ontaric Court so
providing, the deemed dismissal with prejudice of any
actions, cross-claims, counterclaims, third party
claims or any other such claims that Responding
Party has asserted against KPMG and/or Torys, as
set out in any of the pleadings included in the
Omnibus Pleadings Brief filed by Hollinger with the
Ontario Court and of any other direct or indirect claim
asserted against KPMG andfor Torys by that
Responding Party in any way relating to the subject
matter of the “Settled Claims” as defined in the
KPMG Sefflement Agreement and the Torys
Seitlement Agreement with cosis payable to KPMG
and Torys on a substantial indemnity basis; and
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(iv)  such further and other refief as the Ontario Court may
consider just.

2. The Litigation Trustee and Hollinger shall be authorized to disclose the
KPMG Settlement Amount to Torys and the Torys Settlement Amount to KPMG for the
sole purpose of enabling Torys and KPMG to participate in the Settlement Approval
Motions subject to the following limitations and restrictions:

(@ Torys and KPMG acknowledge that they have a duty to and agree
to maintain the confidentiality of the KPMG Settlement Amount and
the Torys Settlement Amount, sharing such information only with
their respective counsel and insurers on a confidential basis and
with no one else;

(b) Torys and KPMG shall be entited to use the terms KPMG
Setilement Amount and the Torys Settlement Amount in any written
or oral submissions with the Ontario Court relating to the pending
Settlement Approval Motions; and

(c) Torys and KPMG shall be expressly prohibited from referring to or
otherwise suggesting the actual amount of money comprising the
KPMG Settlement Amount and the Torys Settlement Amount in any
written or oral submissions with the Ontario Court relating to the
pending Settlement Approval Motions or from making any other use
whatsoever of the KPMG Settlement Amount and the Torys
Seftlement Amount or the actual amount of money comprising the
KPMG Settlement Amount and the Torys Settlement Amount until
such time as the Seitlement Approval Motions are approved by
orders of the Ontario Court and such orders have become final, not
subject to any outstanding appeals.

3. The Litigation Trustee and Hollinger shall be authorized to disclose the
entirety of sub-paragraphs 1(a), (b) and (c) and paragraph 7(b) of the Torys Settlement

Agreement (the “Torys Redacted Provisions®) to the Responding Parties and KPMG
subject to the following limitations and restrictions:

(&) The Responding Parties and KPMG acknowledge that they have a
duty to maintain the confidentiality of the Torys Redacted
Provisions and agree to maintain the confidentiality of the Torys
Redacted Provisions, sharing such information only with their
respective counsel on a confidential basis;
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()  The Responding Parties and KPMG shall be expressly prohibited
from referring to the contents of the Torys Redacted Provisions in
any written or oral submissions with the Ontario Court relating to
the pending Settlement Approval Motions.

4, The Litigation Trustee, Hollinger, Torys, KPMG and the Responding
Parties hereby acknowledge and agree that any party receiving confidential information
under the terms of this Agreement may make unrestricted use of the confidential
information once it enters the public domain otherwise than through a breach of this
Agreement, and that such use of the confidential information will not constitute a breach
of this Agreement. The Litigation Trustee, Hollinger, Torys and KPMG may make
unrestricted use of the confidential information once it enters the public domain,
otherwise than through a breach of this Agreement, and such use of the confidential
information will not constitute a breach of this Agreement.

5. Any waiver, modification or amendment of any provision of this Agreement
shall be effective only if in writing in a document that specifically refers to this
Agreement and such document is signed by all parties to this Agreement.

6. This Agreement shall be govemned by and construed in accordance with
the laws of the Province of Ontario. This Agreement shall enure to the benefit of and be
binding upon each of the parties to this Agreement and their respective successors and
permitied assigns.

7. . This Agreement may be executed in any number of counterparts, each of
which when executed and 'de[ivered, including any counterpart executed by a party and
tfransmitted to the other parties by e-mail or facsimile transmission, is an original, and all
of which when taken together constitute one and the same Agreement.

8. This Agreement shall be effective and binding on the parties hereto on the
date the last party executes and delivers the Agreement.

IN WITNESS WHEREOF, the parties have executed this Agreement as of
the day and year first above written.
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HOLLINGER INC. for itself and on behalf of all other
CCAA Applicants and their subsidiaries other than
Sun Times Media Group, inc., and its subsidiaries

By:

William E. Aziz
Chief Restructuring Officer

The Honourable John D. Ground
Litigation Trustee

KPMG LLP
By:

Signature

Print Name

Title

TORYS LLP, a Ontario limited liability partnership

By:

Signature

Print Name

Title
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- TORYS LLP, a New York limited liability partnership

By:

Sighature

Print Name

Title

RESPONDING PARTY

By:

Signature

Print Name

Title

(an authorized signing officer)

RESPONDING PARTY

By:

Signature

Print Name

Title

(an authorized signing officer)
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CITATION: Hollinger Inc. (Re), 2011 ONSC 1205
Court File No. 07-CL-7120
Date: 20110222

SUPERIOR COURT OF JUSTICE
ONTARIO
Commereial List

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

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

HOLLINGER INC., KPMG LLP CANADA and TORYS LLP (Applicants)
HEARD:; February 18, 2011
BEFORE: C. Campbell I,

COUNSEL: Michael Barrack, Megan Keenberg for Hollinger Inc,
Matthew B. Lerner for the Monitor, Emst & Young Ine,
Peter White, David Moore fot Catalyst Fund General Partner I Inc.
JL McDougall, Q.C., Norm Emblem for KPMG LLP
Ronald Foerster for Torys LLP
G. Benchetrit for the Indenture Trustees
Kenneth Kraft, Lisa C. Munro for Conrad Black and Conrad Black Capital
Corporation
Kathryn Podrebarae for Ralph Barford
RM. Slattery for Mrs. Black
Luisa Ritacca for R. Donald Fullerton and Canadian Imperial Bank of Commerce
Paul Guy, Faren Bogach for Daniel W, Colson
Harry R. Burkman for Argus Corporation

ENDORSEMENT

1 The motion of the Applicant secks a time-limited Sealing Otrder] of the terms of two
settlements which by their terms and the context of the CCAA process, will require Court
approval that if granted will aliow for the expity of the Order.

2] The terms of the Order are either agrecd to or unopposed by most of the parties to whom
notice has been given of this motion. It is noted that the Indenturc Trustee, which has fizst

t Often the term “protective” rather than “scaling™ is used 10 describc an order that is intended to be time limited.
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priority security in excess of $150 million, supports the Order sought on this motion as welf as
seitlement approval,

31  The Order sought is a compromisc achieved by protracted and difficult negotiations and

. agreement among the Applicants, and various parties will be directly affected in ongoing
litigation or settlements by the third party releascs that arc contemplated when the settlement
motion cotes before the Court,

[ The Order sought is opposed by Conrad Biack, Barbara Amiel-Black, Black Corporation,
and two former directors and one corporation closely associated with Conrad Black, each of
whom was represented by separate counsel.

[5] The opposing parties each take the position that the Applicants have not provided
evidence to the Court that it is in the public interest that a sealing order be granted within the
guidelines set out by the Supreme Court of Canada in Sierra Club of Carada v. Canada
{Minister of Finance), [2002] 2 S.C.R 522, Those principles may be systemically stated as
follows:

53. Applying the rights and interests engaged in this case fo the analytical framework of
Dagenais2 and subsequent cases discussed above, the test for whether u confidentiality
order ought to be granted in a case such as this one should be framed as follows:

A confidentiality order under Rule 151 shiould only be granted when:

a} such an order is ncecssary.in order to prevent a serious risk to an important
interest, including a commercial interest, in the context of litigation because
reasonably alternative measures will not prevent the risk; and

b) the salutary effects of the confidentiality order, including the effects on the right
of civil litigants to a fair trial, outweigh its deletetious effects, including the
effects on the right to free expression, which in this context ingludes the public
interest in open and accessible court proceedings,

54. As in Mentuck3, 1 would add that three important elements are subsumed under the
first branch of this test. First, the risk in question must be real and substantial, in that the
risk is well grounded in the evidence, and poses a scrious threat to the commercial interest
in question,

55. In addition, the phrase “important commercial interest” is in need of some
clarification. In order to qualify as an “important commereial interest™, the interest in
question cannot merely be specific 1o the party requesting the order; the interest must be
one which can be expressed in terms of a public interest In confidentiality. For example,
a private company could not argus simply that the existence of 4 particular contract
should not be made public because to do so would cause the company to lose business,
thus harming its commercial interests, However, if; as in this case, exposure of

2 Dagenais v. Canadian Broadsasting Corp., 1994 CanL11 39 (S.C.C), [1994] 3 S.C.R. 835
3 R v. Mentzck, 2001 SCC 76 (CanlID), [2001] 3 S.C.R. 442, 2001 SCC 76

£00°d 419 228 9T¥ 047 WM NINWQY sagoar 6¥:37 TT0Z-22-84d



N ,

information would cause a breach of & confidentiality agreetent, then the commercial
interest affected can be characterized more broadty as the gencral commercial interest of
preserving confidential information. Simply put, if there is no general principle at stake,
there can be no “important commercial interest” for the purposes of this test. Or, in the
words of Binnie J. in F.N, {Re), 2000 SCC 35 {CanL LD, [2000] 1 S.C.R. 880, 2000 SCC
35, at para. 10, the open cowt rule only yields “where the public interest in confidentiality
outweighs the public interest in openness” (emphasis added 2

[6] 1 fully aceept the gencral statement of the principles, The question now is appropriately
applying those in this oase and balancing the competing interests. At the outset of submissions I
inquired of counsel for the Applicants whether there would be any objection to the inclusion in
the draft Order, if’ granted, of a “comeback” clause such that if any party who would be directly
affected by the scttlement motion was of the view that the Order sought operated in 2 manner that
would prevent thal party making full submissions on the settlement itself, they could request
further relief,

i No counsel who supported or did not oppose the original draft Order objected to the
inclusion of the suggested term.

{8 1 am satisfied that the time-limited provisions and other conditions to meet the Sierra test
in the context of this casc. There is in my view a commercially important issue at stake with no
reasonable measures available to alleviate the harm from lack of confidentiality at this stage.

9] Claims against former directors, officers and advisors represent the major asset of the
Applicant Hollinger. Those parties will be granted access 1o the full terms of the proposed
settlement subject only 10 certain terms of confidentiality which they have now agreed to apart
from those opposing.

[10]  Tam satisfied that, in the context of a litigation privilege which arises from a protracted
mediated scitlement that is consistent with the public interest, the full terms not be placed on the
public record at least until the seitlement motion itself comes before the Court or other good
reason is shown for removing the sealing,

[12]  The proposition advanced on behalf of the Blacks and those supporting their position is
that the above stated principles from the Supreme Court of Canada decision in Sierra represent
direction to judges not to be departed from except in the most extraordinary of circumstances,
which do not exist here . They urged that it is appropriate and in the public interest that the full
terms be known now. '

[12]  Counsel were unable to advise me of a single decision where, in the context of a litigation
settlement in which the affected parties would have access to the full terms and in the context of
a CCAA restructuring, the public interest of immediate disclosure of the settlement terms would
trump all other considerations,

(13}  Iaccept that the onus to establish confidentiality for the present purposes rests on the
Applicants, T am satisfied that in the context of this case the onus has been met.
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[14] Litigation settlement privilege in my view of applies in this ease at least until the Court
either accepts or rejects the settlement that those parties directly affected will be able and entitled
to review with the conditions proposed.

(15|  Dealing with litigation privilege, Swinton J speaking for her colleagues in the Divisional
Coutt decision it Inter-Leasing Ine. v. Ontario (Minister of Finance), [2009] O. J. No. 4714 at
paragraphs 10 and 21:

10. Communications, whether oral or written, made I fintherance of the settlement of a
litigious dispute are subjest to privilege, According to Bryant, Lederman and Fuerst, The
Law of Evidence in Canada (at para. 14.322), three conditions must be present for
settlement privilege to apply:

1. A litigious dispute must be in existence or within contemplation.

2. The communication must be made with the express or imphed intention it would

_ not be disclosed in 4 legal proceeding in the cvent negotiations failed.
3. The purpose of the communication must be to attempt to effect a settlement,

21. Moreover, the applicant has not satisfied the necessity test. To satisfy this test, the
applicant must demonstrate a compelling or overriding interest of justice that outweighs
the public interest in protecting settlement discussions from disclosure. While the
applicant argues that disclosure of this information will not affeet the issuc of its tax
liability, settlement privilege exists not only to protect a party against disclosure of
information that may affeet its position on Liability. It exicnds, as well, to protect other
statements against interest made in the course of settlement negotiations that a party may
wish to remain confidential.

(6]  The draft Order as revised is approved,

(177 The issue of costs raised by the Applicants can be addressed in written submissions to be
exchanged by counsel] before being sent w me,

Gﬁ,fil (j#C>Lﬂdﬂﬂﬂljl~}‘~kv
C. CAMPRELY. J.
Released: T;-eb\"uﬂﬂf o g 2o l
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COURT FILE NO.: 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT,R.8.C. 1985, c. 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 LIMITED

Applicants

REPORT OF JOHN D. GROUND, Q.C. (retired justice)
| IN HIS CAPACITY AS
LITIGATION TRUSTEE OF THE APPLICANTS

DATED MARCH 31, 2011




LITIGATION TRUSTEE’S MANDATE

1. Pursuant to the Order of Justice Colin Campbell of the Ontario Superior Court of Justice
dated May 21, 2008, I was appointed Litigation Trustee of the Litigation Assets of the
Applicants. Paragraph 13 of Justice Campbell’s order reads:

13. THIS COURT ORDERS that Justice John D. Ground (retired) is hereby
appointed as an officer of this Cowrt fo be the Litigation Trustee over and in
respect of all claims and causes of action in favour of the Applicants (collectively,
the “Litigation Assets”) on the terms described herein and in the Multi-Party
Settlement.

2. The Multi-Party Settlement referred to in such Order is a Multi-Party Settlement
Agreement dated as of May 14, 2008 (the “MPSA”) among the Applicants, Sun-Times
Media Group Inc. (“*STMG™) and Davidson Kempner Capital Managément LLC and

certain of its affiliates (collectively, “DX"),

3. Paragraph 14 of the order provides in part:

14. THIS COURT ORDERS that the CRO and the Litigation Trustee are
hereby authorized and directed to preserve, protect and realize upon the assets of
the Applicants for the benefit of the Applicants and their creditors and other
stakeholders as contemplated by the Multi-Party Settlement ...

4, This report is made pursuant to para, 22 of the order, which provides as follows:

22. THIS COURT ORDERS that the Monitor, the CRO and the Litigation
Trustee may report to the Court on their activities from time to time as any of
them may see fit or as this Court may order.

3. With respect to the role of the Litigation Trustee, the MPSA provides in part as follows:

33,  The Litigation Trustee will supervise, control and administer all aspects of
the Litigation Assets of the Applicants, in consultation with the Applicants
and subject to monitoring by the Monitor and supervision by the Court.

35.  The Litigation Trustee will be responsible for administering the Litigation
Assets efficiently and in a cost-effective manner with a view to
maximizing the net retum, after costs, from the Litigation Assets to the
Applicants and their creditors and other stakeholders and shall provide.
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periodic reports to the Advisory Committee (as defined herein) and such
other reports as may be requested by any member of the Advisory
Committee, acting reasonably.

36, An advisory committee shall be established to provide advice and
direction to the Litigation Trustee (the ‘Advisory Committee’) comprised
of one nominee of DK, one representative of the Applicants (other than
Wes Voorheis) and the Litigation Trustee. The Litigation Trustee shall act
in accordance with any majoerity decision of the Advisory Committee. For
greater certainty, in the event of any disagreement as between the
representative of DK and the representative of the Applicants, the
Litigation Trustee shall have a deciding vote.

38,  The Litigation Trustee will supervise and administer the Litigation Assets
on a day-to-day basis, including giving direction to counsel. The Litigation
Trustee will seek such direction from the Advisory Committee as he
deems necessary or appropriate, but, in particular, the Litigation Trustee
will seek direction from the Advisory Committee with respect to litigation
strategy, financing (if any) for the Litigation Assets, whether to accept or
make any seitlement offer and the use of proceeds of any settlement.

Pursuant to para. 36 of the MPSA, Mr. William Brock of Montreal, Quebec, was
appointed as the Representative of the Applicants and Mr. Amold Cader of Toronto was
appointed Nominee of DK. I have held monthly meetings or telephone conference calls
with the Advisory Committee since their appointment and the minutes-of such meetings
have been provided to Mr. William Aziz, the CRO of the Applicants, and to Emst &
Young Inc, in its capacity as the Monitor of the Applicants. In addition, I and other
members of the Advisory Committee have attended regular team meetings with all
counsel engaged by the Applicants in respect of the Litigation Assets to receive status

reports on the progress of the litigation and discuss future strategy.

As part of this process, with the assistance of Thomton Grout Finnigan, Paliare Roland
and Fasken Martineau, I, together with Mr. Aziz, Mr. Cader and Mr. Brock have assessed

the potential claims of Hollinger Inc. against the persons listed below. The result of these
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investigations are subject to both litigation and solicitor and client privilege. As aresult

of these investigations the litigation assets set out below were identified.

THE LITIGATION ASSETS

8.

The litigation assets of the Applicants consist largely of claims against the former

officers, directors, advisors and banking syndicate of Hollinger Inc. {(“Hollinger”).

The following actions have been commenced by the Applicants:

®

(i)

Action No. 08-CL-6261 in the Ontario Superior Court of Justice (Commercial
List) between: Hollinger Inc., Domgrc;up Ltd., 4322525 Canada Inc., 10 Toronto
Street Inc. and Sugra Limited, plaintiffs, and Conrad M. Black, Barbara Amiel-
Black, F. David Radler, John A. Boulibee, Peter Y. Atkinson, The Ravelston

Corporation Limited, Ravelston Management Inc., 509643 N.B. Inc., 509644

" N.B. Inc,, 590645 N.B. Inc., 509646 N.B. Inc., 509647 N.B. Inc., Moffatt

Management Inc., Black-Amiel Management Inc., Argus Corporation Limited,
Conrad Black Capital Corporation, Hollinger Aviation Inc., Mowitza Holdings
Inc., 364817 Ontario Limited, F. D. Radler Ltd, 1269940 Ontario Limited,
2753421 Canada Limited and 1406684 Ontario Limited, defendants (the ;‘Black

Action™);

Action No. 07-CL-6954 in the Ontario Superior Court of Justice (Commercial
List) between: Hollinger Inc., plaintiff, and Conrad M. Black, Barbara Amiel-
Black, F. David Radler, John A. Boultbee and Peter Y, Atkinson, defendants.
(This action originally formed part of the Black Action and was separated to seek
a declaraﬁon that Hollinger was not liable to make any payment to the deféndants

under the Indemnity Agreeinents dated July 23, 2003);
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(iii) Action No. 07-CL-7043 in the Ontario Superior Court of Justice
(Commnercial List) between: Hollinger Inc., plaintiff, and Canadian
Imperial Bank of Commerce, the. Toronto Dominion Bank and The Bank

of Nova Scotia (the “Banks Action™);

(iv)  Action No. 07-CV-327315 PD2 between: Hollinger Inc., plaintiff, and Ralph M.

Barford, defendant (the “Barford Action®).

10.  The other former directors of Hollinger against whom the Applicants may be pursuing
claims :;ne:. Daniel William Colson (“Colson™), Chazlles Gibbs Cowan (“Cowan™), Peter
Gerald White (“White”), Douglas Graeme Bassett (“Bassett”), Fredrik Stefan Eaton
(“Eaton”), Donald F. Fullerton (“Fullerton”), Allan Ezra Gotlieb (“Gotlieb”), Henry H.
Ketcham III (“Ketcham™) and Maureen Sabia (“Sabia™). All of the above-mentioned
former directors are parties to tolling agreements w1ﬂ1 Hollinger, preserving Hollinger’s
causes of action irrespet‘:tive of limitation pericds, and pleadings have not yet been

issued.

11.  Hollinger also entered into tolling agreements with its advisors, Torys LLP (“Torys™)
and KPMG LLP (“KPMG").

STATUS OF THE ACTIONS

12.  With respect to the Black Action, a Statement of Defence was delivered by John A.
Boultbee. No other defences have yet been delivered. Meetings have been held with
counsel to F. David Radler (“Radler”), Conrad M. Black (“Black”), Barbara Amiel-
Black (“Amiel-Black”) and Peter Atkinson (“Atkinson”), with a view to exploring

settlement opportunities. Such meetings have been unproductive.
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In the Barford Action, pleadings -a:e closed and the action is at the production stage.
Extensive meetings have taken place with counsel to Barford with a view to exploring
options for settlement, which were ultimately unsuccessful. Counsel for Barford has
indicated that rﬁotions will be brought by Barford for security for costs, partial summary
judgment and other 7proccdura1 matters. Motion materials have not yet been served on

Hollinger.

In the case of the Banks Action, productions are continuing between counsel, although
the Banks have not yet filed defences. CIBC has provided to counsel for the Applicants

access to the Bank’s credit file and related documents.

Preliminary discussions have been held with counsel for Colson, Cowan and White
respectively with a view to exploring whether there would be any basis for a settlement

with them.

Sabia, Gotlieb, Ketcham, Bassett and Eaton are jointly represented and collectively
referred to herein as the “QOutside Directors”. Extensive discussions have taken place
with counsel to the Outside Directors with a view to the possibility of negotiating a

settlement.

SETTLEMENT OPPORTUNITIES

17.

As part of the ongoing negotiations between the parties, Hollinger approached all the
defendants and potential defendants to set up meetings to discuss the settlement

opportunities available within the CCAA process. Hollinger advised those ;ﬁu’ties who
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agreed to meet for such discussions in person or through counsel' that it would be

secking both financial contributions for the benefit of the Litigation Trustee’s initiatives

and for the Estates of the Applicants, as well as, where appropriate, cooperation

agreements in exchange for full and final releases.

Hollinger further advised the defendants and potential defendants that the CCAA process
offered a settlement opportunity in that Hollinger would agree to seek courl:‘ orders
granting third party releases from the non-settling defendapts in favour of settling
defendants should they choose to participate in a settlement as part of the CCAA process.
Hollinger likewise advised the defendants and potential defendants of the impact of third

party releases on non-settling defendants.

The benefits to the Applicants in seeking third party releases for settling defendants are
twofold: (i} such releases will put a finite end to protracted and costly litigation with the
settling defendants, such that their cases will not have to be retried if and when non-
settling defendants bring them back into the cutstanding actions by way of cross-claims
or third party claims; and (ii) ountstanding litigation efforts against non-settling defendants
will be streamlined, and therefore more cost effective for the Estates, resulting in 2 more

efficient use of the resources of the Court,

The primary benefits of third party releases to the settling defendants are (i) limiting the
financial exposure in respect of their dealings with Hollinger and (ii) the avoidance of

costly and protracted litigation with a number of parties over years. The beneficiaries of

! Black, Amiel-Black, Atkinson, Boultbee, Radler, Colson, Cowan, Sabia, Eaton, Ketcham, Gotlieb, Bassett,
Barford, Fullerton, CIBC, TD and BNS.
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such releases generally place a higher value on the expecf:ation of finally resolving their
Hollinger-related liabilities, including not only the Applicants’ claims but also all the
potential claims for contribution and indemnity that may be advanced by non-settling

defendants.

While settling defendants will be insulated from future liability in respect of Hollinger,
they will not be exempted from giving evidence or serving as witnesses in outstanding
actions against non-seitling defendants, so the Court will have the full benefit of their

evidence and information in deciding the remaining actions.

It is Hollinger’s intention to make the settlements by KPMG and Torys an economically

neutral event for the non-settling defendants.

As a lawyer and former judge, 1 am aware that the Court is under an obligation where
damages have been caused or contributed to by the fault or neglect of two or more
persons to determine the degree in which each of such persons is at fault or negligent.
Where two or more persons are found at fault, they are jointly responsible to the person
suffering the loss or damage, but as between themselves, in the absence of any contract,
express or implied, each is liable to make contribution and indemnify each other in the

degree in which they are respectively found to be at fault or negligent.

Hollinger is prepared to waive its right to joint and several iiability in respect of the
liability between either Torys, KPMG or other settling defendant on the one hand and a
noﬁ-settling defendant on the other hand. Hollinger proposes that settlement approval
orders provide that if any non-settling defendant would otherwise be able to establish a

right of contribution and indemnity from Torys, KPMG or other settling defendant, then
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the damages owiné to Hollinger jointly and severally by any such non-settling defendant
will be reduced by the degree in which Torys and/ or KPMG or other settling defendants

are found to be at fault or negligent.

Therefore while each non-settling defendant will not have a claim for contribution and
indemnity against KPMG, Torys or other settling defendant for the amount which any of
them might be found to be at fault or negligent, there will be no economic detriment
because any such amount will not be sought from the non-settling defendant if that

defendant could have otherwise asserted such a claim.

Nothing in the settlement approval orders will prevent any non-settling defendant from
requiring the Court to determine the degree in which any of KPMG, Torys or other
settling defendant is at fault or negliéent with respect to any damages suffered by
Holl%nger. To the extent the Court finds KPMG, Torys or other settliﬁg defendant
responsible for a proportionate share of those damages and the non-settling defendant had
a right of contribution and indemnity against either of them, then Hollinger will have no
claim against any person in respect of that proportionate share. In such circumstances,
the settlements will be the total recovery available to Hollinger in respect of the settling

defendant’s proportionate share of any damages suffered by Hollinger.

CLAIMS ADVANCED AGAINST TORYS AND KXPMG BY OTHERS

27.

Claims for contribution and indemnity against Torys and KPMG were filed by Black,

Amiel-Black (as well as certain private companies owned and controlled by Black and
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Amiel-Black?), Radler (as well as a private company owned and controlled by him®),

Colson and Boultbee.

No other claims for contribution and indemnity have been asserted against Torys or

KPMG by any other stakeholders.

I am advised that counsel for each of Torys and KPMG have confirmed that there have
been no actions commenced against Torys or KPMG by any person arising out of any
Hollinger-related matter other than for contribution and indemnity in respect of any
amount which may be found owing to Hollinger. The limitation period in respect of such

causes of action has lapsed.

CONTINGENT SETTLEMENTS WITH TORYS AND KPMG

30.

31.

32,

As a result of the investigation of potential claims of Hollinger against others, potential

claims against each of KPMG and Torys were identified.

In or about December 2005, Hollinger advised Torys of an intention to commence a legal
proceeding against Torys in respect of Torys having given advice and conducted legal

work for Hollinger and related persons and entities (the “Intended Torys Action”).

Hollinger and Torys subsequently entered into a mediation agreement in which it was
agreed, among other things, to mediate the Intended Torys Action and toll any applicable

limitation periods.

? Moffatt Management Inc., Black-Amiel Management Inc., Conrad Black Capital Corporation, 1269940 Ontario
Limited and 2753421 Canada Limited.

3 North American Newspapers Litd.
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Similarly, in or about November 2005, Hollinger advised KPMG of an intention to
commence a legal proceeding against KPMG in respect of advice given, audit, tax and
transaction advisory services work performed for Hollinger (the “Imtended KPMG

Action”).

Hollinger and KPMG subsequently entered into a mediation agreement in which it was
agreed, among other things, to mediate the Intended KPMG Action and toll any

applicable limitation periods.

Each of Hollinger, KPMG and Torys agreed to engage the services of the Honourable
George Adams, Q.C. (retited justice) (“Adams”) to conduct a separate mediation in
respect of each of Torys and KPMG. During the month of March 2010, extensive
mediations we;:e conducted with Torys and KPMG with the assistance of Adams who
acted as mediator. Adams is a highly regarded professional mediator and former justice
of the Ontario Superior Court of Justice. Adams has substantial experience as a mediator
and facilitator in a wide range of types of conflicts. While on the bench, Adams handled
major cases in all areas of tlhe superior court of Justice including the Commercial List and

Divisional Court and many of his decisions are widely reported.

Each of the mediation agreements with KPMG and Torys contains the following
provision:
“It is understood that in order for mediation to work, open and good faith

communications are essential. Accordingly, all written and oral communications,

negotiations, and statements made in the course of the mediation will be treated as
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privileged settlement discussions and absolutely confidential and without

prejudice.”

As part of the mediation process, all claims by Hollinger against Torys and KPMG were
set out and fully canvassed as were all possible defences. [ personally attended the
mediations with Mr. Aziz and representatives of Thornton Grout Finnigan and Paliarg
Roland. During the course of the mediations, I was in telephone contact with each of Mr.

Cader and Mr. Brock. Each mediation lasted two days and involved intense negotiations.

With the assistance of Adams, those mediations were completed and settlements in
principle were reached. In each case the settlement was considered to be a reaéonab]e
settlement of the claims by Adams, Mr. Cader, Mr. Brock, Mr. Aziz and myself, as well
as counsel from Thomton Grout Finnigan and/or Paliare Roland. Each of these persons

has extensive experience as a judge, lawyer or business person.

In these negotiations each of KPMG and Torys were represented by experienced lawyers
from within each firm and senior and experienced outside counsel. These were both

arms’-length negotiations which were conducted in good faith.

Both settlement agreements are conditional upon the issuance of satisfactory bar orders

giving effect to the third party releases (the “Release Orders™).

In order to obtain the necessary Release Orders, Hollinger has applied to the Court under
the CCAA for an order approving the terms, including the third-party releases, of each of

the settlement agreements, The application to the Court for approval of the settlements,



42,

43,

44.

45.

-13.

including the third party releases, was brought on notice to the CCAA service list as well

as all the non-settling defendarits.

I believe, consistent with the advice of the mediator, that Hollinger’s offer of the third
party releases to Torys and KPMG resulted in higher settlement offers from each of those

parties than otherwise might have been the case.

In my experience as a former judge and lawyer, énd as a specialist in alternate dispute
resolutions, I have had occasion to participate in or préside over numerous pre-trial
iconi'erences, 'mediations, arbitrations, trials and other dispute resolution processes. Based
on my experience. and being cognizant o-f the mandate of the Litigation Trustee and my
duties as an officer of the Court, I affirm that in my view the settlements with Torys and

KPMG are well within the zone of reasonableness and appropriate in the circumstances,

In coming to this conclusion, I have considered the potential future expense and likely
duration of litigation against each of KPMG and Totys. In addition, these settlements are
the first to be entered into by Hollinger and provide real benefits. ﬁe first settlements
break the inertia that accompanies multi-party litigation where no defendant wants to be

the fiist to settle.

An additional benefit flowing from these setilements is that Hollinger will soon have
substantial funds coming into the Litigation Trustee’s accounts, which will be used in
part to fund the Litigation Trustee’s initiatives against the non-settling defendants and, to
the extent not required for those initiatives, be available for the Estates of the Applicants,

all in accordance with and subject to the provisions of the MPSA.
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In consultation with the Advisory Commiitee, and in accordance with the MPSA, I am
currently considering what poriion of these proceeds should be used to fund future
settlement negotiations, mediations and litigation. The balance will be made available to

the Estates of the Applicants.

I would be pleased to provide any additional information or further detail that may be
required by the Court.

Dated at Toronto, Ontario this 3 1% of March, 2011.

SANS A

HonourableNohn D. Ground, Q€.
Litigatign Trigtee
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Court File No. 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCITAL LIST)

IN THE MATTER. OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.3.C. 1985, ¢. C-36, AS AMENDED

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

Applicants

AFFIDAVIT OF WILLIAM K. AZIZ,
(Sworn on March 31, 2011)

I, WILLIAM E. AZIZ, of the City of Oakville, in the Province of Ontario, MAKE
OATH AND SAY AS FOLLOWS:

1. 1 am the President of BlueTree Advisors Inc., Chief Restructuring Officer of the
Applicants and the Non-Applicants (as defined herein). As sueh, I have personal
knowledge of the matters to which I hereinafter depose, except where may knowledge is

bascd on information and belief, in which case I believe such information to be true.

2. Pursuant to an Order of this Honourable Court dated May 21, 2008, as amended by the
Order of this Honourable Court dated Tuly 3, 2008, (the “Multi-Party Settlement
Order”), I or a company or entity owned or controlled by me was appointed as the Chief

Restructuring Officer of the Applicants. BlueTree Advisors Ine. (“BlueTree”) is the



[

entity owned or controlled by me that was appoitited to provide my services as Chicf

Restructuring Officer of the Applicants.

BlueTree was also retained to provide the services of Chief’ Restructuring Officer of

Domgroup Ltd., 10 Toronto Street Inc., Holeay Holdings Ltd, and 021173 N.B. Limited

ek.a. Willett Foods fk.a Willett Food Company (collectively, the “Non-Applicants”)

pursuant to board resolutions passed by each of the Non-Applicants on June 16, 2008,

Collectively, BlueTree and myself are referred to herein as the “CRO”.

Purpose

4,

T swear this Affidavit in support of this motion seelding, among other things:

@

&)

an Order, among other things, approving the scttlement agreement among
Hollinger Inc. (“.Hollinge.r”), Torys LLP (Ontario) and Tarys LLP (New York)
(collectively, “Torys™) dated March 26, 2010 (the “Torys Setflement
Agreement”) and granting relcases in favouwr of Totys from the Applicants and
their subsidiaries (but not including the Chicago Newspapers Liquidation Corp.
formerly known as Sun Times Media Group, Inc, and its subsidiaries (collectively
referred to as “STMG™)) and from third parties Who are not parties to the Torys

Scttlement Agreement, substantially in the forin annexed to the Notice of Motion

o

as Schedule “A"’ {the “Toxys Scitlement Appr&val Order™);

an Otder, among other things, approving the settlement agreement among
Hollinger and KPMG LLP Canada ("KPMG Canada®) dated October 1, 2010
(the “KPMG Settlement Agrecment”) and granting & relesse in favour of
KPMG from the Applicants and their subsidiaries (but not including STMG) and

from third parties who ate not parties to the KPMG Settlement Agreement,
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- substantially in the form aonexed to the Notice of Motion as Schedule “B” (the

“KPMG Settlement Approval Order™); and

The Torys Settlemem; Agreement and the' KPMG Settlement Agreement shall be
collectively referred to herein as the “Settlements” and the Torys Settlement Approval
Order and the KPMG Seitlement Approval Order being sought shall be collectively

referred 10 herein as the “Settlement Approval Orders”.

Litigation Assets

6.

Pursuant to the Multi-Party Settlement Order, John D. Ground, Q.C. (retired judge) was
appointed as an officer of this Honowable Court to be the Litigation. Trustee (the
“Litigation Trustee”) over and in respect of all claims and causes of action in favour of

the Applicants (collectively, the “Litigation Assets™).

Pursuant to the terms of the Multi-;l’arty Settlément Order and the Multi-Party Settlement
Agreement annexed as Schedwle “A” thereto, the Litigation Trustee is to supervise,
control and administer the Litigation Assets and is responsible for administering the
Litigation Asscts efficiently and in a cost-effective manner with 2 view to maximizing the
net return, after costs, from the Litigation Assets to the Applicants and their creditors and
other stakeholders. As CRO, all other assets of the Applicants and the Non-Applicants

are under my supetvision as are all claims made against the various entities,

The Litigation Assets include claims and causes of actions asserted against a number of

parties, including, without limitation, against:

(8  Torys; and
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(b) KPMG Canada, KPMG LLP (U.8.) aud all other member firms of KPMG

International and their related or affiliated entities (collectively, “KPMG™),

Settiements

9.

8.

11.

As previously indieated in my Affidavit sworn on November 1, 2010 (the “Nevember 1™
Affidavit”) and in my Affidavit sworn on November 26, 2010 (the “November 26
Affidavit”), a settfement has been- reached among Hollinger, the Litigation Trustee and
Torys pursuant to the Torys Settflement Agreement. In addition to the setflement of the
claitns aud causes of action referred to in paragraph 7(a) above, the Torys Settlement
Agreement includes Torys’ agreement that it will not file any claims against the
Applicants. A redacted copy of the Torys Settlement Agreement is attached to the

Novenmber 26 Affidavit as Exhibit “A™.

As previously indicated in my November 1% Affidavit and my November 26 Affidavit, a
settlement has also bgen reached among Hollinger, the Litlgation Trustee and KPMG
Caniada pursuant to the KPMG Settlement Agreement. In addition to the claims and
possible claims referred to in patagraph 7(b) above, the KPMG Scttiement Aprecment
includes the withdrawal and waiver of KPMG’s claims against the Applicants. A
redacted copy of the KPMG Secttlement Agreement is attached to my November 26

Affidavit as Exhibit “B”

Both Settlements are conditional upon the Applicents obtaining a form of Settlement
Appraval Order from this Honourable Court that approves the Setilements and that gives
legal effect to the third party releases contained in the Settlements.

&



Recommendations

12. I have been fully informed or consulted in respect of all aspects of the efforts of the
Litigation Trustee in relation to the Litigation Assets, including the negotiations of the

Settlements,

13. Ihave reviewed the report of the Litigation Trustee, dated March 31,2014, 1 pérsonall y
attended the mediations with each of Torys and KPMG, The mediation process, my
involvement therein and my recommendations are aceurately described in the Litigation

Trustee’s Report.

14, As stated in my November 26 Affidavit, having regard to my duty to act in the best
interests of ihe estates of the Applicants and as a Court-appointed officer, in my view, the
Settlements ate fair and reasonable and are jn the best interests of the Apphcants and

their creditors and other stakeholders,

13, Based on the foregoing, as CRO [ recommend that this Honourable Court grant the relief
sought by the Applicants as particularized in paragraph 4 herein.
SWORN before me at the City of Toronto,

in the Province of Ontatio, this 31% day of
March, 2011 ,Q ﬁ

W s WILLIAM T, AZIZ
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Court File No. 07-CL-7120

‘ ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) ﬂm‘!{%ﬁ&fv ,the € th DAY
) [
MR. JUSTICE CAMPBELL y  oF_Deewden 2011

“ IN THE MATTER OF THE COMPANIES' CREDITORS

o
i)
% ARRANGEMENT ACT, R.8.C. 1985, ¢. C-36, AS AMENDED

fa

&

'~ ¢BAND IN THE MATTER OF A PROPOSED PLAN OF COMPROMISE
%" OR ARRANGEMENT WITH RESPECT TO HOLLINGER INC.,
4322525 CANADA INC. AND SUGRA LIMITED _
Applicants

ORDER
(Re: Outside Directors’ Notice, Sealing and Confidentiality Agreement Approval Order)

THIS MOTION made by the Applicants for an Order (i) sealing confidential references
in the settlement agreement among Hollinger Inc. (“Hollinger™), the Litigation Trustee of the
Applicants, and Maureen Sabia, Allan Gotlieb, Fredrik Eaton and Henry Ketcham III (the
“Outside Directors™) dated May 18, 2011 (the “Outside Directors’ Settlement Agreement”)
attached as Exhibit B to the Affidavit of William E. Aziz sworn on November 7, 2011 (the
“CRO Affidavit™); (ii) approving the form of confidentiality agreement attached hereto as
Schedule “A” (the “Confidentiality Agreement”) to be entered into between Hollinger, the
Outside Directors (the “Settling Parties”) and such Responding Parties who agree to be bound
by the terms of the Confidentiality Agreement (the “Contractually Bound Responding

Parties”) which will govemn the disclosure of the redacted portions of the Outside Directors'
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Setilement Agreement; and (iii) providing for notice of this motion and any other motions
relating to the Outside Directors' Settlement Agreement, was heard on December 8, 2011 at 330

University Avenue, Toronto, Ontario,

ON READING the Motion Record of the Applicants dated November 7, 2011, and on
hearing the submissions of counsel for the Applicants, the Outside Directors and such other
counsel as were present, and on being advised that the Service List including all Persons who
filed Notices of Appearance in accordance with the Service and Notice Procedure Order dated

November 12, 2010 were served electronically with the Applicants’ motion materials:
SERVICE AND NOTICE

1. THIS COURT ORDERS that the defined terms in this section of the Order adopt the
definitions found in this Court’s Service and Notice Procedure Order of November 12,

2010 (the "November 12, 2010 Order"), except where otherwise noted.

2. THIS COURT ORDERS that service of this motion and any other motions, orders or
materials relating to the Qutside Directors' Seitlement Agreement upon the updated
Service List (which includes all Persons who have provided a Notice of Appearance in
accordance with the November 12, 2010 Order and all Defendants) in accordance with
paragraph 6 below shall constitute good and sufficient notice and service upon the
Creditors, Defendants, Shareholders and all other affected Persons of the Outside
Directors' Settlement Agreement, the Outside Directors' Seftlement Agreement approval
hearing (the ""Approval Hearing'), and all related motions and Orders, and that no form

of service or notice is required to be provided by any of the Applicants, CRO or the
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Monitor to any other Person and no other documents or materials need be served o any

Person in respect of the Approval Hearing,

3. THIS COURT ORDERS that auy Person who filed a Notice of Appearance in
accordance with the November 12, 2010 Order is entitled to participate in the Approval

Hearing and all motions related thereto.

4, THIS COURT ORDERS that any Person who did not file a Notice of Appearance in

accordance with the November 12, 2010 Order:

a) shall not be entitled to appear or be heard at the Approval Hearing or any related
motions, or to recejve any notice of, or materials or documentation relating to,

arising out of, or in conjunction with, the Approval Hearing or related motions;

b) shall be bound by the terms of any order issued in relation to the Approval

Hearing or any related motions; and

¢) shall be forever barred and enjoined from making any objection or opposition to,
disputing in any manner whatsoever or appealing or moving to set aside or vary
the Outside Directors' Settlement Agreement, any order issued in relation to the
Approval Hearing, or any other documents, Orders or proceedings with respect to,
arising out of, or in connection with the Qutside Directors' Settlement Agreement

or the Approval Hearing.

5. THIS COURT ORDERS that the Monitor and CRO shall have the same protections as
those afforded to them in paragraphs 11 and 12, respectively, of the November 12, 2010

Otrder.
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THIS COURT ORDERS that service pursuant to this Order may be made by
forwarding true copies by pre-paid ordinary mail, courier, personal delivery or electronic
or digital transmission. Any service by courier, personal delivery or electronic or digital
transmission shall be deemed to be received on the next business day following the date

sent, or if sent by pre-paid ordinary mail, on the fourth business day after mailing.

SEALING ORDER

7.

THIS COURT ORDERS that the settlement amount set out in the Outside Directors’
Settlement Agreement (the “Seitlement Amount”) be and is hereby sealed from the
public record until the Outside Directors’ Seftlement Agreement is approved and all
appeals are resolved in favour of Hollinger and the Qutside Directors in which case the
Settlement Amount shall be deemed to have eptered the public domain such that its
disclosure shalli not constitute a breach of the Confidentiality Agreement, or if the

Settlement is not approved, until further order of this Court.

THIS COURTS ORDERS that the redacted version of the CRO Affidavit dated
November 7, 2011 shall be placed on the public record and served on the parties to the
motion pursuant to which the Applicants seek court -approval of the Outside Directors’
Settlement Agreement, and the unredacted version of the CRO Affidavit shall be filed
with the Court under seal from the public record in accordance with paragraph 7 of this

Order.
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APPROVAL OF CONFIDENTIALITY AGREEMENT

10.

11.

THIS COURT ORDERS AND DECLARES that the redacted portion of the Outside
Directors® Settlement Agreement may be disclosed to the Contractually Bound
Responding Parties on the condition that those Parties agree to be bound by the terms of

and validly execute the Confidentiality Agreement attached hereto as Schedule “A”.

THIS COURT ORDERS AND DECLARES that the terms of the Confidentiality
Agreement are incorporated herein by reference and that each of the signatories to the
Confidentiality Agreement are hereby bound by the terms of the Confidentiality

Agreement.

THIS COURT ORDERS AND DECLARES that any breach of the Confidentiality

Agreement shall constitute a breach of this Order.

VARTANCE AND AMENDMENT

12.

THIS COURT ORDERS that any interested party (including the Applicants and the
Monitor) may apply to this Court for directions in relation to this Order or to vary or
amend this Crder on not less than seven (7) days' notice to any other party or parties
likely to be affected by the Order sought or upon such other notice, if any, as this Court

may order,

RECOGNITION AND ENFORCEMENT

13.

THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,

regulatory or administrative body having jurisdiction in Canada or in the United States to
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give effect to this Order and to assist the Applicants, the Monitor and their respeéctive
agents in carrying out the terms of this Order. All courts, tribunals, regulatory and
administrative bodies are hereby respectfully requested to make such orders and to
provide such assistance to the Applicants and to the Monitor, as an officer of this Court,
as may be necessary or desirable to give effect to this Order or to assist the Applicants

and the Monitor and their respecﬁve agents in carrying out the terms of this QOrder.

V4%
A, Andesimown

Hogstiar

S ERED AT/ ING ST A TOROWTG
35 F BOOK NG RN
LE/DANS LE REGISTRE NO.-

DEC 65 2011

RIS A N ﬁ
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Schedule “A”
CONFIDENTIALITY AGREEMENT

THIS CONFIDENTIALITY AGREEMENT (the “Agreement”) is entered
into as of March 2011, between Hollinger Inc. (“Hollinger”), the Honourable John D.
Ground Q.C., as Litigation Trustee of Hollinger (the “Litigation Trustee”), Maureen
Sabia, Allan Gotlieb, Fredrik Eaton and Henry Ketcham [il (collectively the “Outside
Directors”) and such of the various parties who have filed Notices of Appearance in
accordance with the Service and Notice Procedure Order issued by the Ontario
Superior Court of Justice (Commercial List) (“Ontario Court”) dated November 12,
2010 who agree to be bound by the terms of this Agreement (collectively “Responding
Parties”, individually “Responding Party™) and who intend to respond to Hollinger's
pending motion (the “Settlement Approval Motion™) before the Ontario Court for
approval of the Release and Settlement Agreement entered into between the Outside
Directors, Hollinger and the Litigation Trustee dated May 18, 2011 (the “Outside
Directors’ Settlement Agreement”) which Holfinger and the Litigation Trustee support
and is subject to an Order of the Ontario Court approving this Agreement substantially
in the form of the Order attached as Schedule “A” to this Agreement (“Confidentiality
Agreement Approval Order”);

WHEREAS the Settlement Amount as defined in the Outside Directors’
Settlement Agreement (the "Outside Directors’ Settlement Amount”) has been
redacted from the copy of the Outside Direciors’ Settlement Agreement attached as
Exhibit B to the Affidavit of William E. Aziz, Hollinger's Chief Restructuring Officer,
sworn November 7, 2011, filed by Hollinger in support of the Settlement Approval
Motion;

WHEREAS certain of the Responding Parties have advised counsel for
Hollinger that they require disclosure of the Outside Directors’ Settlement Amount in
order to respond to the Settlement Approval Motion;

WHEREAS the Responding Parties expressly represent that they wil
maintain the confidentiality of the Outside Directors’ Settlement Amount and agree that
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other than as permitted by paragraph 1 below, they will not make any use whatsoever of
the Outside Directors’ Settlement Amount;

WHEREAS in consideration of the Responding Parties’ agreement to
maintain the confidentiality of the Outside Directors’ Settlement Amount, Hollinger, the
Litigation Trustee and the Outside Directors have agreed to the disclosure fo the
Responding Parties of the Outside Directors’ Settlement Amount for the sole purpose of
enabling the Responding Parties to respond to the Settlement Approval Motion and for
no other or collateral purpose, subject to the terms and conditions of this Agreement
and the Confidentiality Agreement Approval Order;

NOW THEREFORE in consideration of the premises and covenants

centained herein, the parties hereto hereby agree as follows:
R The Litigation Trustee and Hollinger shall be authorized to disclose the
Outside Directors’ Settlement Amount to the Responding Parties for the sole purpose of
enabling the Responding Parties to respond to the Settlement Approvai Motion subject
to the following limitations and restrictions:

(a) The Responding Parties acknowledge that they have a duty to
maintain the confidentiality of the Outside Directors’ Settlement
Amount and agree to maintain the confidentiality of the Outside
Directors’ Setlement Amount, sharing such information only with
their respective counsel on a confidential basis and with no one
else;

{b) the Responding Parties shall be entitled to use the term “Outside
Directors’ Settlement Amount” in any written or oral submissions
with the Ontario Court relating to the pending Settlement Approval
Motion;

()  the Responding Parties shall be expressly prohibited from referring
to or otherwise suggesting the actual amount of money comprising
the Quiside Directors’ Settlement Amount in any written or oral
submissions with the Ontario Court relating to the pending
Seitlement Approval Motion or from making any other use
whatsoever of the Qutside Directors’ Settlement Amount or the
actual amount of money comprising Outside Directors’ Settlement
Amount until such time as the Settlement Approval Motion is
approved by order of the Ontario Court and such order has become
final, not subject to any outstanding appeals;
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(d) the Responding Parties each expressly acknowledge and agree
that a breach of this Agreement by a Responding Party or
Responding Parties shall also constitute a breach of the
Confidentiality Agreement Approval Order and that such breach
may result in:

(i the Responding Party, or the Responding Parties,
being held in contempt of court and subject to
sanction by the Ontario Court;

(i)  subject to obtaining an order of the Ontario Court so
providing, the deemed withdrawal, release and
forfeiture of any claim that a Responding Party may
have filed with Emst & Young Inc. the Court-
appointed monitor of Hollinger (the *Monitor”)
against or in respect of the applicants in Ontario Court
file 07-CL-7120 (the “Applicants™), and including the
release and forfeiture of any other claims,
counterclaims or third party claims that might have
been filed against or in respect of the Applicants, such
claims having been barred by the Claims Bar Order,
dated May 21, 2008; and

(i)  such further and other relief as the Ontario Gourt may
consider just.

2. The Litigation Trustee, Hollinger, the Outside Directors and the
Responding Parties hereby acknowledge and agree that any party receiving confidential
information under the terms of this Agreement may make unrestricted use of the
confidential information once it enters the public domain otherwise than through a
breach of this Agreement, and that such use of the confidential information will not
constitute a breach of this Agreement. The Litigation Trustee, Hollinger and the Outside
Directors may make unrestricted use of the confidential information once it enters the
public domain, otherwise than through a breach of this Agreement, and such use of the
confidential information will not constitute a breach of this Agreement.

3. Any waiver, modification or amendment of any provision of this Agreement
shall be effective only if in writing in a document that specifically refers to this
Agreement and such document is signed by all parties to this Agreement.
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4, This Agreement shall be governed by and construed in accordance with
the laws of the Province of Ontario. This Agreement shall enure to the benefit of and be
binding upon each of the pérties to this Agreement and their respective successors and
permitted assigns.

5. This Agreement may be executed in any number of counterparts, each of
which when executed and delivered, including any counterpart executed by a party and
transmitted fo the other parties by e-mail or facsimile transmission, is an original, and all
of which when taken together constitute one and the same Agreement.

6. This Agreement shall be effective and binding on the parties hereto on the
date the last party executes and delivers the Agreement.

IN WITNESS WHEREOF, the parties have executed this Agreement as of
the day and year first above written.

Date: HOLLINGER INC. for itself and on behalf of all
other
CCAA Applicants and their subsidiaries other
than
Sun Times Media Group, Inc., and its
subsidiaries

Per:
Name: William E. Aziz
Title: Chief Restructuring Officer

Thave the authority to bind the Corporation.

Date:

The Honourable John D. Ground
(retired justice)
Litigation Trustee of Hollinger Inc.
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Date:
Maureen Sabia
Date:
Allan Goilieb
Date:
Fredrik Eaton
Date:
Henry Ketcham ¥X1

RESPONDING PARTY

By:

Signature

Print Name

Title

(an authorized signing officer)

RESPONDING PARTY

By:

Signature
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Print Name

Title

(an authorized signing officer)
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william E. Aziz February 8, 2012

Page 1

Court File No. 07-CL-7120
ONTARIO
SUPERIOR COURT QF JUSTICE

" (COMMERCIAL LIST)

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 TQ THE HOLLINGER INC.,
4322525 CANADA INC., and SUGRA LIMITED

Applicants

--- This is the Cross-Examination upon the Affidavits
of William E. Aziz, sworn on November 1, 2010,
November 24, 2010 and March 31, 2011, taken at the
offices of Neeson & Assoclates Court Reporting and
Captioning Inc., 141 Adelaide Street West, Suite
1108, Toronto, Ontarie, on the 8th day of

February, 2012,

REPORTED BY: Judith M. Caputec, RPR, CSR

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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APPEARANCES

Michael E. Barrack, Esg. &

Megan Keenberg, Esqg.,

Kenneth D. Kraft, Esg. &

Jason Squire, Esqg.,

Norm Emblem, Esqg.,

Ronald Foerster, Esq.,

416.413.7755

NEESON & ASSOCIATES COURT REPORTING

Page 2 §

for the Applicant.

for Conrad Black and

Conrad Black Capital

Corporation.

for KPMG.

for Torys LLP.
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INDEX
WITNESS: WILLITAM AZIZ
PAGE
CROSS-EXAMINATION BY MR. KRAFT. . ... .. cvneenn- 5

* *The following list of undertakings, advisements
and refusals is meant as a guide only for the

assistance of counsel and no other purpose * *

INDEX OF UNDERTAKINGS
The questions/requests undertaken are noted by U/T
and appear on the following pages: (None)
INDEX OF ADVISEMENTS
The questions/requests taken under advisement are

noted by U/A and appear on the followlng pages:

le, 17, 18, 19

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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18

INDEX OF REFUSALS

The guestions/reguests refused are noted by R/F

and appear on the following pages: 22

INDEX OF EXHIBITS

NUMBER/DESCRIPTION PAGE NO.

{None)

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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1 -— Upon commencing at 2:08 p.m. E
2 WILLIAM E; AZIZ: SWORN. i
3 CROSS5-EXAMINATION BY MR. KRAFT: E
4 1 Q. Please state your full name.
5 ‘ a, William Elias Aziz.
6 2 Q. And this is a cross-examination on ‘
7 affidavits you've sworn. There are three é
8 affidavits I believe you've sworn. To confirm, i
] there is one November 1, 20107 t
10 A. That's correct. ;
11 3 Q. One at November 24th, 2010, and }
12 there is another one of March 31st, 20112 ;
13 | A. That's correct. g
14 4 Q. Generally speaking, unless I é
15 indicate otherwise, I'm going to be referring to i
16 the November 24th Affidavit. '
17 You are the President of Blue Tree |
18 Advisors Inc.? }
13 A. That's correct. ,
20 5 Q. And what is Blue Tree? '
21 A. Blue Tree is an Ontario Business _
22 Corporations Act incorpdrated company that
23 principally does restructuring and turnaround work.
24 6 Q. Are you the sole shareholder of
25 Blue Tree?
!
i

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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A. No.

Q. Are you the controlling
sharehoclder of Blue Tree?

A, Effectively.

Q. Can you identify who the other
shareholders of Blue Tree are?

MR. BARRACK: 1It's not that relevant.

BY MR. KRAFT:

Q. Okay. You are the Chief
Restructuring Officer of Hollinger Inc.?

A. That 1s correct.

Q. What 1s the role of the chief
restructuring officer?

A. I have oversight on the activities

of Hollinger and its subsidiary companies.

Including, the winding up and realization of the
assets of various subsidiaries. And I am inveolved
with Justice Ground in prosecuting various pieces
of litigation for the benefit of the estate.

Q. Is this a full-time position?

A. It's full-time employment.

Q. How many hours a day would you
spend working on Hollinger Inc.'s —-

MR. BARRACK: That's not relevant.

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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BY MR. KRAFT:
Q. You're compensated for the work
you do for Hollinger Inc.?
A, I am.
Q. And that is approximately how much?

MR. BARRACK: Well, it's pursuant to an
order. It's all detailed in the Order which
approved the Multi-Party Settlement Agreement.

It's a matter of public record.

MR. KRAFT: So that is the $50,000
per-month stated in the Court Order approving the
Multi~Party Settlement Agreement?

MR. BARRACK: It's the amount that's
referred to in the Order.

BY MR. KRAFT:

0. Is'that the only compensaticn for
Hollinger Inc.?

A. Yes.

Q. And how much has Hollinger Inc.
paid you to date?

A. I don't keep track of totals.

Q. You are appointed --

MR. BARRACK: It's a matter of public
record, Mr. Kraft. You can take when the Order was

made and then go forward from there.

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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Page 8 ;
1 MR. KRAFT: The Order was made in {
2 May 2008, I believe?
3 MR. BARRACK: Yes.
4 BY MR. KRAFT:
5 18 Q. So from that time forward?
6 A. No. I was actually hired in
7 March 2007.
8 I was initially the Chief Financial
9 Officer from March 2007 to May 21st, 2008.
10 19 Q. Okay. And you were compensated in
11 that position as well?
12 A. That's correct.
13 20 Q. And from the date of the
14 Multi-Party Setilement Agreement approval, you
15 became the chief restructuring cfficer?
16 A. That's correct.
17 21 Q. What is being restructured at
18 Hollinger?
19 A. Well, there had been calls for
20 claims, both for by the Applicants and
21 non-applicants. And prior to dealing with those
22 claims, there were variocus assets that were
23 realized, turned into cash.
24 There were claims related to retirees
- 25 of the 0ld Dominion stores. There were real estate

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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claims dating back to the '90s, which hadn't been
completely litigated or finalized.

Q. Okay.

A. And other things.

Q. Sorry, "other things?" Do you
recall-what those other things might be?

A, What specifically are you asking
for?

Q. I'd 1ike to know what is being
restructured in the role you're playing. So if
there are other things, I'd like to know what they
are.

A. Potential monetization of tax
pools.

Q. And how much has been recovered to
date for Hollinger's creditors?

MR. BARRACK: Well, all of the reports
on what's been recovered is in the reports of the
Monitor.

MR. KRAFT: Let's go off for a second.

(Whereupon there was a brief-
interruption in the proceedings.)

MR. KRAFT: So you don't wish to state
approximatély how much has been recovered for

Hollinger's creditors to date?

NEESON & ASSOCIATES COURT REPORTING
416.413,7755
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1 MR. BARRACK: Beyond what's disclosed |
2 in the Monitor's report, there's nothing further

3 that's relevant on this motion or appropriate to

4 disclose, other than through the Monitor's report;
5 I understand your client has not signed
6 the confidentiality agreement.

7 MR. KRAFT: That's correct.

8 MR. BARRACK: Okay. Thanks.

9 MR. KRAFT: Woula that mean that

10 Hollinger recovered the funds at this point then

11 from Torys and KPMG?

12 MR. BARRACK: No.

13 MR. KRAFT: The question, Counsel, is
14 how much has been recovered to date --

15 MR. BARRACK: Right.

16 MR. KRAFT: ——.so I fail to see the

17 relevance of the confidentiality agreement

18 to the --

19 MR. BARRACK: Right. Well, what has
20 been recovered is a matter of public record in the
21 Monitor reports.
22 BY MR. KRAFT:

23 26 Q. You are an officer of the court in
24 your role as a chief restructuring officer?

25 A. That is correct.

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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Page 11
1 27 Q. What does that mean in this
2 context?
3 ' MR. BARRACK: Well, that's a legal
4 guestion. And I'm not sure even -- and we can go
5 back and correct it. But I'll have to look in the
6 Multi-Party Settlement Agreement. I know he was
7 appointed pursuant to Court Order, I'm not sure
8 that —- he was not served as a officer of the
S court, per se.
10 - BY MR. KRAFT:
11 28 L0, Can I take yocu to paragraph 23 of
12 your Affidavit, please.
13 Does it say that you are a
14 court—-appointed officer?
15 MR. BARRACK: "Court-appointed,officer.”
16 There may be a legal distinction between an officer
17 in the court, which you asked, and a court-appointed
18 officer.
19 BY MR. KRAFT:
20 29 Q. You were involved in the
21 settlement négotiations for both the KPMG and Torys
22 claims?
23 A. I was.
24 30 Q. What years did the claims against
25 KPMG cover, approximately?

NEESON & ASSOCIATES COURT REPORTING
416.413,7755
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A. Exact vears?
Q. Approximate.

A. I would say 1995 through 2000,

1599, thereabouts.

clalms be

insurance

insurance

answer?

insurance

Q. Late 1590s, approximately?

MR. BARRACK: Mid.

BY MR. KRAFT:

Q. Sorry. Mid to late 1990s?

MR. BARRACK: Mid-1990s.

BY MR. KRAFT:

0. And what years -- would the Torys'
roughly the similar time periocd?

i Yes.

0. Were the claims in excess of the

coverage available to KEMG?

A. I have no information about their
coverage.

Q. With respect to Torys, same

A. I have no information about their

coverage either.

Q. Were you related to any person who

is a partner at KPMG during the period in which the

claims relate?

A. I was not.

NEESON & ASSOCTATES COURT REPORTING

416.413.7755
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1 38 Q. Were you related to any person who
2 was a partner at Torys during the period in which

3 the claims relate?

4 A, You probably know better than I

5 do. When did my brother leave the partnership?

6 39 Q. So the answer is "yes" then, you

7 were?

g8 - A. Then, ves.

9 40 Q. Okay. So your brother was a

10 partner at Torys during the late 1990s?
11 a. I don't remember the exact date
12 that he left to join TD Bank, but he was a partner
13 at Torys.

14 41 Q. Was this relationship disclosed to
15 the Litigation Trustee?

16 A. I don't recall specifically.

17 MR. BARRACK: The Litigation Trustee

18 was well aware about the fact that Mr. Aziz's

19 brother was a partner of Terys. It was well-known
20 to the Litigation Trustee.

21 TEE WITNESS: Just for clarity, I have
22 a cousin who's at Torys as well.

23 MR. BARRACK: Right.

24 BY MR. KRAFT:

25 42 0. This would only be during the

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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. Page 14
1 period of late 1990s.
2 A. He wouldn't have been there then,
3 I don't think.
4 43 Q. In your Affidavit you referred to
5 the Applicants' creditors and stakeholders. Who do
6 you consider as stakeholders?
7 . I consider secured and unsecured
8 creditors as stakeholders, together with preferred
9 shareholders and common shareholders.
10 44 0. Do you consider Mr. Black or his
11 company to be stakeholders?
1z A. They're shareholders.
13 45 Q. Again, so the answer would be,
14 yes?
15 A. The answer would be, vyes.
16 46 Q. And do you consider the otherx
17 so-called non-settling defendants who asserted
18 contribution and indemnity claims against Hollinger
19 to be stakeholders?
20 | A, As shareholders they would be
21 stakeholders. As potential creditors having made
22 claims in the claims process, they might be
23 stakeholders as creditors as well.
24 477 Q. You are in charge of what are
25 called the non-litigation assets of Hollinger Inc.;

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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is that correct?

A, That's one of the things I'm
responsible for, yes.

Q. I would rephrase that. That's one
of the matters you're responsikle for. Can you
identify what those non-litigation assets are?

You earlier mentioned monetization of
tax poels. Are there other non-litigation assets?

A, Well, yes. There are investments
in the non-applicant subsidiaries, their assets and
liabilities; as I've said before.

Q. How much are the non-litigation
assets estimated to be worth?

MR. BARRACK: That will be disclosed in
the last Monitor's report.

THE WITNESS: Approximately
515 million.

BY MR. KRAFT:

Q. But it's the information that's
brought up in the last Monitor's report?

A. There's a waterfall analysis in
the last-Monitor's report.

Q. So that remains accurate to the
best of your knowledge?

MR. BARRACK: It was accurate at the

NEESON & ASSOCIATES COURT REPORTING
416.413.7755
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1 time and...

2 THE WITNESS: Um—hum.

3 BY MR. KRAFT:

4 52 Q. Do you have an estimate as to the
5 . total value of the litigation assets?

6 MR. BARRACK: No. And the reason for

7 that "no" is because if there were such an

8 estimate, it would be subject to litigation

9 privilege.
10 BY MR, KRAFT:
11 53 Q. How much have the Applicants spent
12 to date on legal counsel?

13 A, In what period?

14 54 Q. Since you became chief

15 restructuring cfficer.

16 A. I don't have that number at the

17 tip of my fingers.
18 Uu/a MR. BARRACK:  How 1is that relevant?
19 | I'll take it under advisement. If you want to tell
20 me how it's relevant, because it may impact the
21 answer.
22 MR. KRAFT: TI'11 follow up with that.
23 MR. BARRACK: Okay.

24 . BY MR. KRAFT:

25 55 Q. And how much to date has been

NEESON & ASSOCTIATES COURT REPORTING
416.413.7755
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1 spent on accountants for Hollinger Inc.?
2 MR. BARRACK: Again, do you want to
3 tell me how that's relevant to the Settlement
4 Approval Motion?
5 MR. KRAFT: You're taking that under
6 advisement as well?
7 U/a MR. BARRACK: I'll take it under
8 advisement. But I'd appreciate it if you'd tell me
o] how it's relevant so we can give you a responsive
10 answer.
11f ~ BY MR. KRAFT:
12 56 Q. Do yoﬁ have any estimate how long
13 it will take to reselve all the litigation?
14 A, I would say that's dependant
15 entirely on how many appeals are launched at
16 farious stages, so I don't have any estimate af the
17 time.
18 ‘ MR. BARRACK: Not facetiously at all,
19 but you'd have a better idea of that than we would.
20 BY MR. KRAFT:
21 57 Q. Do you anticipate a net return to
22 the creditors of Hollinger Inc.?
23 A. A net return te the creditors?
24 Yes.
25 o8 o. A return?

NEESON & ASSOCIATES COURT REFPORTING
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A. A return to the creditors, ves. ’
o. How do you weigh the interests of

the various categories of stakeholders?

A. There are well-established
priorities in terms of their relative positions as
secured creditors, unsecured creditors, preferred
shareholders and the common shareholders.

Q. What is the approximate total
amount of claims that have been submitted under the
claims bar process?

A. That has not been made public
previously.

Q. Sc is that an answer you're
refusing tc give us?

U/a MR. BARRACK: We'll take it under
advisement.

BY MR. KRAFT:

Q. Were all claims filed within the
deadline under the claims bar order?

A. We're talking only about the
Applicants here?

Q. Only the Applicants, yes. Only

Hollinger Inc.

A. Well, there are three applicants,

|
f
I

Hollinger Inc., Sugra and 4322525 Canada Inc. To

.NEESON & ASSOCIATES COURT REPORTING
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the best of my knowledge and kelief, they were all
filed on time.

Q. Can you state the total value of
the claims that have been accepted to date?

u/a MR. BARRACK: We'll take that under
advisement.

BY MR. KRAFT:

Q. Were both secured and unsecured
claims filed?

A. Yes.

Q. Can you breakdown between the
secured and unsecured?

u/a MR. BARRACK: We'll take it under
advisement.

BY MR. KRAFT:

Q. And do you agree that Conrad Black
and its corporation had made claims in the claims
bar process?

A. Yes, they have.

Q. Had those claims been disallowed
in whole or in part to date?

A. They have not.

Q. Has Hollinger made a reserve foxr
disputed claims?

A. You're talking about a financial

NEESON & ASSOCIATES COURT REPORTING
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accounting reserve? Can you clarify that guestion,
please?

Q. The question is really, simply if
there's an allowance been made in terms of any

contemplated distribution?

A. Okay, that's a different question.
Q. Yes.
A. So in determining any distributions

that would eventually be made from the estates,
there will be an exercise whereby we will make
estimates of reserves for the various claims that
have been made.

As you're probably aware, non-arm's
length claims, such as Mr. Black's, have to be
adjudicated by the Court and not by me or the

Monitor independently.

Q. You just anticipated my next question.

A. Thank you.

Q. In paragraph 9 of the Torys
Settlement Agreement, which is at Exhibit A.

A. Yes.

0. And similarly, what claims did
Torys have that are being compromised?

A. Torys did not make any claims into

the estates.

NEESCN & ASSOCIATES COURT REPORTING
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Q. Torys did not make any claims?

A. Um-hum. And has agreed not to
make any claims as a result of the settlement.

Q. And they have agreed not to make
any claims as part of the settlement?

A. That's correct.

Q. Which means that they must have
asserted there was some claims that they
potentially had?

A. I think it was a matter of
completeness to include it in the settlement.

Q. So you're not aware of any claims
that Torys may have had?

A. That's correct.

Q. Would it be the same answer with

respect to KPMG?

4. No, that's not the same answer.
Q. Can you clarify what claims

KPMG --
A. KPMG made claims into the estate

for unpaid fees and work-in-process. And
unspecified claims for contribution and indemnity.

Q. What is the approximate amount of
the unpaid fees in this claim?

A. Approximately, $1.1 million.

NEESON & ASSOCIATES COURT REPORTING
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1 82 Q. Was there any dollar limit on

2 their contribution and indemnity claim?

3 A. No, they were unspecified as to

4 amounts.

5 83 Q. Thank you. Paragraph 4C of your

6 Affidavit references the report of the Litigation

7 Trustee dated November 22nd, 2010.

8 A, Yes.

) 84 Q. Would you produce a copy of that
10 report?
11 R/F MR. BARRACK: No. That report was
12 never filed because of the issues and negotiations
13 that occurred with -- as you know, there's several
14 parties that resulted in us proceeding in a manner
15 where there were no litigation privileged matters
15 - that were put before the Court. If that's the

17 right one -- yeah. You have the Litigation Trustee
18 report that it was filed.

19 . MR. KRAFT: Was there ever a sealing
20 report obtained with respect to that report?
21 MR. BARRACK: WNo. It was never
22 delivered to the Court.
23 BY MR. KRAFT:

24 85 . Q. I'm going te take you to your

25 March 31st, 2011 Affidavit. It's paragraph 13, you

NEESON & ASSOCIATES COURT REPORTING
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referenced the Litigation Trustee's report dated
March 31ist, 2011.

T assume that's the same report your
counsel just mentioned in an answer to the previous
question?

A. Right, yeah. The March 31',2011
report is the one that you have that's on the
public record.

Q. Which is what you referred to in
the answer to the previous guestion tﬁat you
answered?

A. Right. There were two Litigation
Trustee reports. One that contained ~- there was a
contemplated Litigation Trustee report that was
never filed with the Court. That's the earlier one
that was referred to.

There was a later Litigation Trustee
report, which was filed with the Court and filed
with the Court in unredacted form and distributed
to the service list in unredacted form. That's the
March 31, 2011 report.

Q. I will clarify the guestion for
the record. I don't think there's confusion, but I
just want to clarify this for the record.

A, Okay.

NEESON & ASSOCIATES COURT REPORTING
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1 88 Q. The report referred to at
2 paragraph 13 of the March 3lst, 2011 Affidavit is
3 the same report of the Litigation Trustee that is
4 dated March 31st, 20117 é
5 A. That's correct. E
6 89 Q. That is different from the %
7 November 22Znd, 2010 Litigation Trustee's report?
8 A. That's what I believe you guys
9 - were saying.
10 MR. BARRACK: Yes.
11 . MR. KRAFT: Thank you.
12 BY MR. KRAFT:
13 S0 Q. Previously you indicated that you
14 expect a return to creditors?
15 A. That 1is correct.
le o1 Q. And that creditors will be broken
17 down into -- I think it was secured and unsecured
18 creditors?
19 A. (Witness ncds.)
20 92 Q. Do you have a anticipated return
21 to the secured creditors of Hollinger Inc.?
22 A. Based upon the current price of
23 the Sun-~Times Media Group shares, which is
24 ‘ effeptively Zero, as secured creditors they have é
25 recourse only to those shares. So their claim will %
!
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be wvalued for secured purposes, having no return as
secured creditors and the excess will be valued as
an unsecured claim.

Q. So just to-clarify. The secured
creditors only have security on a very specific
asset?

A That is correct.

Q And that asset is likely worthless?

A. It is worthless.

Q So the only return will likely be
to unsecured creditors?

A. That is correct. There is cne
creditor who has asserted a priority claim.

Q. That is the claim of --

A, Catalyst.

Q. Catalyst, that's correct. And
that is for approximately how much? I do know
that's part of the record --

A, $1.9 million. And that will also
be adjudicated before Justice Campbell at a
non-arm's length claim.

Q. And that claim has not been
settled or resclved?

A, No.

Q. Do you anticipate any return to

NEESON & ASSOCIATES COURT REPORTING
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shareholders?

A, It's premature to make any kind of

assertion in that regard.

Q. And as chief restructuring
officer, are you responsible for budgeting
go—-forward expenses from Hollinger Inc.?

A. Yes.

Q. That would include expenses
related to recovery undexr the litigation assets?

A. We don't estimate things that we
can't determine with somé degree of certainty.

Q. At the time you concluded the
settlement with Torys, did you have an estimated
budget if the matter had proceeded to litigation?

A, We had an estimated budget. We
had a full discussion about costs to proceed to
litigation, and that was contemplated in
determining what we would settle for.

Q. It would be the same answer with
respect to KPMG?

A. That is correct.

MR. KRAFT: Subject to the refusals,
undertakings and under advisements,'those are all
the questions I have.

MR. BARRACK: As Ms. Keenberg just
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points out, so we don't have to correct the answer
later, that the timeframe for the claims is reaily
from the mid-'20s until about 2003.

MR, KRAFT: Okay, that's noted. That's
fine.

MR. BARRACK: I have no re-examination.
Does anybody else?

MR. KRAFT: Thank you.

—-— Whereupon the examination adjourned at 2:43 p.m.
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416.413.7755



wWilliam E. Aziz February 8, 2012

10
11

12

14
15
16

17

19
20
21
22
23

24

25

13

18

Page 28 |

REPORTER'S CERTIFICATE

I, JUDITH M. CAPUTO, RPR, CSR,
Certified Shorthand Reporter, certify;

That the foregoing proceedings were
taken before me at the time and place therein set
forth, at which time the witness was put under ocath
by me;

That the testimony of the witness

and all objections made at the time of the

.examination were recorded stenographically by me

and were thereafter transcribed:;
That the foregoing is a true and

correct transcript of my shorthand notes so taken.

Dated this 14th day of February, 2012.

NEESON & ASSOCIATES
COURT REPORTING AND CAPTIONING INC.

PER: JUDITH M. CAPUTO, RPER, CSR
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Canadian Pacific Tower
Torontp-Dominion Centre:

100 Wellington Street West
Suite 3200, FO. Box 329
Toronto, ON Canada MBK 1K7

Thernton Grout Finnigan LLp. T416:306]616 F41630461313
RESTRUCTURING + LiTIGATION .

Megan Keenborg
T 416-304-1127
Ernikeenberg@tgfica

February 17, 2012

VIA EMAIL

Ken Kraft Earl Cherniak, Lisa Munro and Jason Squire
Heenan Blakie LLP ' Lemers LLP

Bay Adelaide Centre 130 Adelaide Street West

333 Bay Street, Suite 2900 Suite 2400

P.O. Box 2900 Toronto ON M5H 3P5

Toronto ON M5H 2T4

Dear Counsel:

Re:. Court File No. 07-CL-7120: Cross Examination of William E. Aziz, Feb. 8, 2012

We write to provide you with atisweis to questions that were taken uader advisement during the
February 8, 2012 cross examination upon the Affidavits of William E. Amz swormn on November
1, 2010, November 24, 2010 and March 31, 2011.

In response to our request that you articulate the relevance of these questions, Mr. Squires
advised on Februairy 9, 2012;

1t is our clients’ position that the expenditure on professional advisors ard claims against
the estate of the Applicants are relevant to the court’s consideration of the CRO’s “view
that the Settlements are fair and reasonable and are in the best interests of the Applicants

* and their creditors and other stakeholder” (see inter alia para 14 of your clients’ notice of
motion), and the exercise of the court’s supervisory powets; particularly under the CCAA
and the MPSA Order.




Thornton Grout Finnigan LLP

Answer:

The quantum of legal fees incurred by the Applicanis to date is not a fact that is relevant to the
Court’s determination of any issue on the settlement approval motion. In any event, the legal fees
paid out have been reported by the Monitor, Ernst & Young Inc., most recently in Appendix A of
the Monitor’s 17% Report which is publicly available on the Ernst & Young Inc. website and is
enclosed with these answers for your reference.

Answer:

The quantum of accountants’ fees incurred by the Applicants to date is not a fact that is rélevant
to the. Court’s determination of any issue on the settlement approval motion. In any event, the
accountants’ fees paid out have been reported by the Monitor, Emst & Young Inc., most recently
in Appendix A of the Monitor’s 17™ Report which is publicly available on the Ernst & Young
Inc. website and is enclosed with these answers for your reference.

The approximate: total amount of claims that have been submitted to the Applicants under the
claims bar process is as follows:

Hollinger Inic. 34
Sugra Limited 8
4322525 Canada Inc, 10
Total Claims Filed 52

tgf.ca



1GF

Thornton Grout Finnigan LLe

The approximate- total value of the claims that have been accepted to date, excluding claims for

contribution and indemnity, is $832,777,845

Answer:

The breakdown. between secured and unsecured claims filed that have been either accepted or

remain unresolved is as follows:

Secured/ Unsecured Number of Claims Filed

Approximate Value of Claims Filed*
*excluding claims for contribution and indemnity

Super Priority Claim 1

$1,988,388

Secured 6 $222,101,492
Unsecured 26 $836,822,114
Yours very truly,

Thornton Grout Finnigan LL.P

Megan Keenberg
MK

tgf.ca
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Court File No. 07-CL-7120

... ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

~ IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.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 LIMITED

Applicants

ANSWERS TO QUESTIONS FOR JOHN D. GROUND, Q.C.
FEBRUARY 17, 2012

Maximizing Nef Return on Litigation Assets

Munro Exfiibit 18 is an Order of Justice. Campbell date;dr May 21, 2008 — Approval of
Multi-Party Settlement and Cost Reduction/Asset Enhancement Program.

- Schedule A to that order is the Multi-Party Settlement Agreement (“MPSA”).
Paragraph 35:

Thie Litigation Trustee will be responsible for administering
. the Litigation Assets efficiently and in a cost-effective
manner with a view to maximiziiig the net return, after
costs, from the Litigation Assets to the Applicants.and
_their creditors and other stakeholders. (See also para.
40)



The stakeholders of the Applicants are the secured and unisecured creditors of

the Applicants, and the preferréd and common shareholders of the Applicants. -
Through the claims process in the CCAA proceeding, the creditor stakeholders

of the Applicants have been identified and categorized as the secured

creditors and the unsecured creditors. At this time, the existerice of the

preferred and common shareholders is knowh, however the exercise to

identify and categorize specific shareholders has yet not been undertaken.

tio

Having filed a proof of claim in the amount of $83,021,972.59 plus unknown
contingenf amount into the estafe of Hollinger Inc., Black is a stakeholder of
the Applicants in his capacity as an unsecured creditor of Hollinger. This claim
has not yet been adjudicated.

CBCC has not filéd & proof of claim into the any of the estafes of the
Applicants, and as such is not considered a stakeholder of the Applicants in a
creditor capacity.

As stated above in response to Q1, the Applicants have not yet identiffed and
categorized spécific shareholders, so are not in a position to confirm whether

Black and/ or CBCC are also stakeholders of the Applicants as shareholders .

Non-settling defendants are not stakeholders of the Applicants by virfue only
of their status as defendants. To the extent that such noh-settling deferidants
are also secured or unsecured creditors or preferred or common shareholders
of the Applicants, they are considered {0 be stakeholders of the Applicants.



In addition to the Litigation Assefs, Hollinger Inc. also has approximately

$1.7M cash in hand, as well as certain fax losses that it is currently seeking to

monetize. There are also furids and assets available to Hollinger Inc. from the

non-applicant subsidiaries. Holfinger fnc.’s assets are disclosed in Appendix G

of the Monitor’s 17" Report, which is enclosed with these answers.

The Litigation Assets consist of claims and potential claims by Hollinger Inc.

and /or the other Applicants against the following persons and entities

categorised into five groups:

0y

(i)

(i)

(iv)
v)

The Inside: Directors and their companies: Black, Amiel-Black;
CBCC, Moffaft Management Inc.,; Biack-Amief' Managément Inc.,
1269940 Onfario Limited, 2753421 Cdnada Limited, Boultbes;, Mowitza
Holdings, 364817 Ontario Limited, Atkinson, 1406684 Ontario Limited,
Radler, F. D. Radler Lid, Ravelston, Ravelsfon Management Inc.,
Argus, 509643 N.B Inc., 509644 N.B Inc., 509645 N.B Inc., 509646
N.B Inc., 5609647 N.B Inc., Hollinger Aviation Inc., Péter White, Danie/
Colson and Charles Cowan;

The Outside Directors: Sabia, Ketcham, Gailieb, Eaton, Barford and
the Estate of Fullerton;

The Banks: Canadian Imperial Bank of Commetrce, Toronto Dominion
Bank and Bank of Nova Scotia;

Torys LLP: and

KPNMG LLP.

Refused on the basis of solicitor-client and litigation privilege.



In addition to the Litigation Assets, Hollinger Inc. also has approximately
$1.7M cash in hand, as well as certai fax losses that it is currently seéking fo
monetize. There are also funds and assets available to Hollinger Inc. from the
non-applicant subsidiaries. Hollinger Ine.’s assets are disclosed in Appendix G
of the Monitor’s 17" Report, which is enclosed with these answers.

The quantum of professional advisors’ fees incurred by the Applicants fo date

is not a fact that is relevant to the Court's determination of any issue on the
sefflement approval miotion. In any event, the professional advisors’ fees paid
out have been reported by the Monitor, Ernst & Young Inc., most recently in
Appendix A of the Monifor's 17th Report which is publicly available on the
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Emst & Young Inc. website and is enclosed with these answers for your
reference.

The amount of ifigation costs going forward has not been estimated because

the number of variables outside the control of the Litigation Trustee makes any
such estimation meaningless. Fach incremental steb- in the litigation is
assessed to ensure that the sfep is warranted in fulfillment of my dufies as
Litigation Trustee. All detajls of such analyses are refused on the basis of
litigation and solicitor-clignt privilege.

The duration of the litigation through to final resolution will depend on a myriad

of factors including the conduct of other parties and the likelihood of appeals.
My best estimate, based on the pace of the lifigation fo date, is in the range of

2-3 years,

Thé net return fo the estates of the Applicants will depehd, in part_ én the
success of the litigation initiatives which are currently underway. Any specific
assessment is the subject of both solicitor-client and litigation privilege.

It is not a function of the Litigation Trustee to weigh the interests of categories

of the Applicants’ stakeholders. The categories of the stakeholders are ranked
in priority of their status as secured creditors, unsecured creditors, preferred
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shareholdets and common shareholders in accordance with general corporate

and restructuring law principlés within the CCAA proceeding.

I receive monthly status updates from counsel as to their progress on various
litigation initiatives and attend monthly team meetings with the Litigation
Advisory Committee, the CRO, the Monitor and counsel. | consult with the
members of the Litigation Advisory Committee, the CRO and counsel regufarly
to ensure that the Litigation Assets are being managed efficiently.

| am provided with a lifigation costs report on a monthly basis. | consult
regularly with the CRO and counsef fo ensure the Litigation Assels are being

administered in a cost-effective manner.

Several contingency fee arrangements are in place with counsel fo the
Applicants. The Monitor's 17" Report disclosed the fee arrangement that was
in pldace at the time of that Report, whereby 50% of certain of the legal fees
have been deferred but are contemplated to be paid out on a contingency
basis if these seftlements are épproved at a multiple of 2.5 times the deferred
amount. Since the time of the Monitor's 17" Report, these fee arrangements
have been amended such that 75% of those legal fees are now being deferred
on the same basis. |

In addition, the fees of the Litigation Trustee and of the Litigation Advisory
Committee are being deferred without a muitiplier,



The costs associated with the Litigation Assets to date have been disclosed in
the Monitor’s Reports. See answer to Q9. The amount of litigation cosfs going
forward has not been estimated because the number of vaiiables outside the
controf of the Litigation Trustee makes any such estimation meaningless. Each
incremental step in the lifigation is assessed to ensure that the step is
warranted in falfillment of my duties as Litigation Trustee. All details of such
analyses are refused on the basis of litigation and solicitor-client privilege.

The costs associated with the Litigation Assets to date have been disclosed in
the Monitor's Reports. See answer to Q9. The amount of litigation costs. going
forward, including the casfs associated with litigating claims by and against
Black, CBCC and related parties, has not been estimated because the number
of variables outside the control of the Litigation Trustee makes any such
estimation meaningless. Each incremental step in the litigation is assessed to
ensure that the sfep is warranted in fulfillment of my duties as Litigation
Trustee. All details of such analyses are refused on the basis of litigation and

solicitor-client privilege.

! review litigation spending reports on a monthly basis. Production of the miost
current litigation spending report is refused on the basis of litigation privilege.
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In any event, the fees incurred to date in administering the Litigation Assets

have been disciosed in the Monitor's Reports.

The preparation and review of financial statéments is not a functior of the
Litigatiori Trustee. Production of the most current financial stafements of the
Applicants is refused on the basis that such decuments are rot relevant to the
pending seftlement approval motion, and in any event, all relevant financial
matters are disclosed in the Monitor's Reporis which are publically posted on

the Emst & Young website.

The professional advisors who have provided services relating fo the Litigation
Assefs are disclosed in the Monitor's Reports. In addition, the fee
arrangements between the Applicants and their counsel have been disclosed
in the Monitor's Reports, most recently the Monitor's 17" Report.

BT

Q- feVIeW

The review arid approval procéss. for the dccounts of professiorials rendering
services relating to the Litigation Assets is not relevant fo any issue in dispute
on the pending settlement approval motion and, in any event, is subject fo

solicitor-client privilege.



By Order of Justice Campbell, dated July 3, 2008, the ferms of my
engagement as Litigation Trusfee of the Applicarits were approved. The letter

of engagement between miyself and the Applicants was appehded to the
Order as Schedule A. A copy of the Order and apperided engagement letter is
enclosed herewith. Under the terms of the approved engagement leiter | am
compensated on ah hourly basis for time spent o Litigation Trustee matters at
an hourly rate of $800/ hour. The terms of this engagement have not been
amended since they were approved by the Court in 2008.

As stafed above, ! have entered into a fee deferral arrangement without a
multiplier. My accounts are rendered monthly and include fotal hours spent

and a description of the services provided during that month.

Pursuant fo clause 37 of the MPSA; Mr. Brock, the representative of the

Applicants, is a senior Canadian litigation counsel and is compensated at his

usual hourly rate. Mr. Brock's hourly rate at the fime of his appointirient was

$710/ hour. Since his appointment Mr. Brock's rate has increased fo
- $800/hour, which is his current compénsation.

Pursuant to clause 37 of the MPSA, Mr. Cader, the representative of the
largest noteholder, Davidson Kempner, is entitled fo receive compensation on
an equivalent basis to that of Mr. Brock. Mr. Cader is compensated af
$710/hour in accordance with Mr. Brock's usual hourly rate as it was when
they were both appoirited fo the Litigation Advisory Committee.
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Both Mr. Brock and Mr. Cader have agreed fo a fee deferral arrangement
without a multiplier.

Administering Litigation Assets

Paragraph 36 and paragfaph 38 of the MPSA appear somewhat
contradictory.

Paragraph 36 contemplates the Litigation Trustee acting in accordarnce
with any majority decision of the Advisory Committee, and providing a
“deciding vote” in the event of any disagfeement as between the: other
two members of the Advisory Committee.

Paragraph 38 provides that the Litigation Trustee will supervise and
administer the Litigation Assets on a day-fo-day basis. The Litigation
Trustee will seek direction from the Advisory Committee as déemed
necessary or appropriate, and is only required fo seek direction from
the Advisory Committee with respect to (i) litigation strategy, (i)
financing for the Litigation Assets, (iv) whether to accept or make any-

settlerent offer and (v) the use of proceeds of any settlement.
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| perform the day-to-day administration of the Litigation Assets with the

assistance of courisel. | keep records of my: fime and review my fifes in
preparing my monthly accounts. Production of my accounts and time records
is refused on the basis-of liigation privilege.

There are no other writfen protocols beyond the MPSA and the MPSA Order
of May 21 2008 goveining the administration of the Litigation Assets or the
governance of the Litigation Advisory Committee.

Settlement Agreements

As a former judge, a lawyer and an Officer of the Courf, | am aware of the
rights of parties to seek this relief and, in my capacity as Litigation Trustee, |
take no position in this regard.

Torys and KPMG have not produced information that would be relevant to a
discovery plan.



The amount of litigation costs going forward has not been estimated, at the
time of the respective, Settlement Agreements or at any other time, because
the number of variables outside the control of the Litigation Trustee makes any
such estimation meaningless. Each incremental step in the litigation is
assessed to ensure that the step is warranted in fulfillment of my duties as
Litigation. Trustee. All details of such analyses are refused on the basis of
litigation and solfcitor-client privilege. ‘

In the event that the Settlement Agreements are not approved, the Applicants

~ will resume litigation Iinitiatives against Torys and KPMG in an effort to achieve
final resolution of the Applicants’ claims against Torys and KPMG, be jt
through fraditional litigation—which would include examinations for
discovery—ot by means of a form of alfernate dispute resolution—in which
case examinations for discovery may not be necessary or desirable.




Torys has not filed any claims into the estafes of the Applicants. Part of the
consideration offered by Torys under the terms of the Torys Setflement
. Agreement was an agreement not to file any claims into the Applicants’
estates on a go-forward basis.

KPMG filed claims in the amount of approximately $1.14M irito the esiates of
the Applicants; plus unknown coritingent elaims for contriibution and indemnity

(the: value of which had not been estimated). . Those claims were withdrawn
and waived by KPMG as patt of the KPMG Seéltlement Agreement.

The Applicants agree that the proposed third party réleases ahd bar orders
contained in the Torys and KPMG Settlement Agreements will not prevent
Black from asserting or pursuirig claims for contribution and indemnity against
Torys and KPMG in conriection with claims madé against Black by Hollinger
International Inc. (now Chicage Newspapers Liquidationi Corp.) or by the
United States Securities and Exchange Commission. The third party releases
and bar orders sought are designed fo prevent Black and others from
commencing or confihuing claims for contribution and indemnity agairist Torys
and /or KPMG in connection with claims brought by Hollinger Inc. in respect of
damages owing to Hollinger Inc.
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November 22, 2010 Litigation Trustee Report

The November 22, 20710 report referred fo the CRO’s affidavit of November

24, 2010 contained statements thaf were subject fo litigation privilege: It was
never filed with the Court. The Applicants initially sought a sealing order in
respect of that report, but when they were met with strong opposition on the
sealing order, the Applicants decided to withdraw the request for a sealing
order over the November 22 report, and to refrain from filing it under seal.
Instead, my report of March 31 2011, which is not subject fo litigation privilege,
was served upoh. the Service List and filed with the Court without redactioris

and without seal,

The request to prodiice the Novemb'er 22, 2010 Report is refused on the basis
of litigation privilege.
February 17, 2012 THORNTON GROUT FINNIGAN LLP
Suite 3200 Canadian Pacific Tower

100 Wellington Street Wet, P.O. Box 329
Toronto, Ontaric M5K 1K7

Michael E. Barrack

Tel: : - 416.304.1109
Email: mbarrack@tgf.ca
'Mega,n Keenberg

Tel: 416.304,1127
Email: mkeenberg@tgf.ca

Lawyers for the Applicants

TO: the Service List (attached)



SERVICE LIST

TO: TOUGH & PODREBARAC LLP
Suite 300, 166 Pearl Street
Toronto ON M5H 1L3

Kathryn Podrebarac

Tel:  (416) 348-7502

Fax: (416)348-7505

Email: KPodrebarac@toughcounsel.com

Lawyers for Ralph M. Barford

AND TO: HEENAN BLAIKIE LLP
Bay Adelaide Centre
P.O. Box 2900
333 Bay Street, Suite 2900
Taronto, ON M5H 2T4

Kenneth D. Kraft

Tel:  (416) 643-6822
Fax: (416) 360-8425
Email: kkraft@heenan.ca

Stanley Freediman

Tel: (416) 643.6386

Fax:  (416) 360-8425

Email: sfreedman@heenan.ca

Lawyers for Conrad Black and Conrad Black Capital Corporation

AND TO: LERNERS LLP
130 Adelaide Street West
Suite 2400, P.0O. Box 95
Tororito ON M5H 3P5

Earl Cherniak

Tel:  (416) 601-2350
Fax: (416)867-2416
Email: echermniak@lerners.ca

Lisa Munro
Tel: {416) 601-2360
Fax: {416} 867-2416



AND TO:

AND TO:

Email limunro@fernérs.ca

Jasoi Squire

Tel:  {416)601-2369
Fax: (416)864-2404
Email: jsquire@lerners.ca

Co-lawyers for Conrad Black and Conrad Black Capital Corporation

NATHANSON, SCHACHTER & THOMPSON LLP
900 Howe Street

Suite 750

Vancouver BC VeZ 2M4.

Irwin G. Nathanson; Q.C. v
Email: inathanson@nst.bc.ca

Geoffrey Gomery
Email: ggomery@nst.be.ca

Tel: (604} 662-8840
Fax: (6D4)684-1598.

Solicitors for F. David Radler

DEWART GLEASON LLP
366 Adelgide Street West
Suite 102

Toronto, Ontario

M5V 1R9

Sean Dewart

Tel:  (416)583-5755
Fax: {416)971-8001
Email: sdewart@dgllp.ca

As agents for Nathanson Schachter

GLAHOLY LLP

Barristers and Solicitors
Suite 800

141 Adelaide Street West
Toronto, ON M5H 3L5



AND TO:

AND TO:

AND TO:

Peter-Paul E. DuVernet, Esd.
Tel:  (416) 368-8280
Fax; (416) 368-3467
Email: ped@glaholt.com

Lawyers for Crystalline Investments Limited and Burnac Leaseholds Litnitgd

MINDEN GROSS LLP
145 King Street West, Suite 2200
Toronto, ON MSH 4G2

Raymond M. Slattery
Tel:  {416) 369-4149
Fax: (416) 864-9223
Email: rslattery@mindengross.com

Lawyers for Barbara Amiel-Black

CHAITONS LLP
5000 Yonge Street, 10th Floor
Toronto, ON M2N 7E9

George Benchetrit

Tel:  {416) 218-1141

Fax: (416)218-1841
Email: George@chaitons.com

Lawyers for HSBC Bank USA, National Association (“HSBC”), as trustee under the
indenture, dated as of Septembér 30, 2004, among Hollinger Inc., Ravelston
Management In¢., 504468 N.B. Inc. {now known as 4322525 Canada Inc), The
Ravelston Corporation Limited, Sugra Limited and HSBC, aé tfustee

Lawyers for Wells Fargo Delaware Trust Company, National Asscciation (as
successor by merger to Delaware Trust Company, National Association, formerly
known as Wachovia Trust Company, National Association (“Wells Fargo”)), as
trustee under the Indenture, dated as of March 10, 2003 (as supplemented),
among Hollinger Inc., Ravelston Management Inc., 504468 N.B. Inc. (now known
as 4322525 Canada Inc.), The Ravelston Corporation Limited, Sugra Limited and
Welis Fargo, as Trustee

PETER G. WHITE

{mailing address, riot courier)
P.0. Box 3691

Knowlton, QC JOE 1V0



{courier address, not mailing)
349 Lakeside Road
Knowlton, QC JOE 1VO

Tel:  (450) 242-1260
Email: white,peterg@s

AND TO: BELLMORE & MOORE
Barristers & Solicitors
393 University Avenue
Suite 1600, Toronto, ON M5G 1E6

David C. Magore

Tel:  (416) 581-1818 (ext.222)

Fax: (416)581-1279

Email: david@bellmore.ca

Lawyers for Catalyst Fund General Partner | Inc.

AND TO: PETER ATKINSON

Tel:  {905) 845-9823
Email: pyatkinsong@hotmail.com

AND TO: WEIRFOULDS LLP
The Exchange Tower
1600 — 130 King Street West
P.O. Box 480
Toronto ON M5X 115

Paul Guy

Tel:  (416) 947-5045

Fax: (416) 365-1876

Email: PGUY@weirfoulds.com

Lawyers for Daniel Colsor

AND.TO: KOSKIE MINSKY LLP
20 Queen Street West, Suite 900, Box 52
Toronto, ON. M5H 3R3

Andrew Hatnay
Tel:  (416) 595-2083



Fax: {416) 204-2872
Email: ahatnay@kmlaw.ca

Andréa MeKinnon

Tel:  {416)595-2150

Fax:. (416)204-2874
Email: amckintnion@kmlaw.ca

Representative Counsel to Retirees and Disabled Employees of Domgroup Ltd.

AND TO: DAVIES WARD PHILLIPS & VINEBERG LLP
44th Floor, 1 First Canadian Place
Toronto, ON M5X 181

Sandra A. Forbes

Tel: {416} 863-5574

Fax: (416) 863-0871
Email: sforbes@dwpv.com

Sarah Weingarten

Tel:  (416) 367-6906

Fax; (416) 863-0871

Email: sweingarten@dwpv.com

Lawyers for Maureen J. Sabia, Douglas G. Bassett, Allan E. Gotlieb, Fredrik S.
Eaton and Henry H. Ketcham [H, all former directors of Hollinger Inc.

AND TO: BORDEN LADNER GERVAIS LLP
Scotia Plazd
40 King Street West
Toronto ON MS5H.3Y4

Ronald Foerster

Tel:  (416) 367-6192

Fax: (416) 361-7055

Email: rfoerster@blgcanada.com

Lawyers for Torys LLP

AND TO: FRASER MILNER CASGRAIN LLP
77 King Street West
Suite 400
Torgnto-Dominion Centre
Toronto, Ontario



M5K OAl

J.L. McDougall, Q.C

Tel:  (416) 863:4624

Fax: (416) 863-4592

Emaik: john.forn.mcdougall@fme-law.com

Norman J. Emblem

Tel:  (416) 863-4487

Fax: (416) 863-4592

Email: norm.emblem@fmc-law.com

Lawyers for KPMG LLP

AND TO: LAX O'SULLIVAN SCOTTLISUS LLP
1920-145 King Street West
Toronto, Ontario M5H 1)8

Charles F. Scott

Tel: {416} 646 7997

Fax: (416} 5583730

Email: cscott@counsel-toronto.com

Daniel Naymark

Tel:  (416)598-1744

Fax: (416 598-3730

Email: dnaymark@counsel-toronto.com

Lawyers for Charles G. Cowan

AND TO: HARRY BURKMAN
1 First Canadian Place
Suite 2510, P.O, Box 129
Toronto, ON M5X 1A4

Tel:  (416) 364-3831

Fax: (416)364-3832

Email: hburkman@burknian.com

Lawyers for Argus Corporation Limited {on behalf of itself and its subsidiaries
509643 N.B. Inc., 509844 N.B. Inc., 509645 N.B. In¢., 509646 N.B. Inc. and 509647
N.B. Inc.)

AND TO: DAVIDSON KEMPNER CAPITAL MANAGEMENT LLC



65 East 55th Street, 19th Floor
New York, NY 10022,

Ephraim Diamond

Tel:  {646)282-5841

Fax: (646)924-0405

Email: ediamond@dkpartners.com

ANDTO:  STOCKWOODS LLP
Royal Trust Tower
77 King Street West
Suite 4130, P.O. Bx 140
Toronto-Doiviihion Centre
Toronto, ON M5K 1H1

Paul Le Vay |

Tel: {416) 593-2493

Fax: (416) 593-9345
Email: paullv@stockwoods.ca

Luisa Ritacca

Tel:  {416) 593-2492

Fax: (416)593-9345
Email: luisar@stockwoods.ca

Lawyers for R. Donald Fullerton and Canadian Imperial Bank of Commerce

AND TO: MCCARTHY TETRAULT LLP
Box 48, Suite 5300
Torohto Dominion Bank Tower
Toronto, ON- M5K 1E6

Paul Steep:

Tel: {416} 601-7998

Fax: (416)868-0673
Email: psteep@mccarthy.ca

Bryn E. Gray

Tel:  (416)-601-7522

Fax: (416) 868-0673
Email: hegray@mccarthy.ca

Lawyers for TD Bank Finantcial Group .
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AND TO: LENCZNER SLAGHT ROYCE SMITH GRIFFIN
130 Adelaide Street West
Toronto, Ontario '
MSH 3P5

Peter Griffin

Tel:  (416) 865-2921

Fax:  (416) 865-9010
Ermail: pgriffin@litigate.com.

Matthew Lerner

Tel:  (416) 865-2940
Fax:  [416) 8§65-9010
Email: mlerner@litigate.com

Solicitors for Ernst & Young Inc., Moriitor

AND TO: ERNST & YOUNG INC.
Ernst & Young Tower
P.0O. Box 251
Toronto Dominion Centre
222 Bay Street
Toronto, Ontario M5K 1J7

Brian Denega

Tel: {416} 943-3058

Fax:  (416) 943-3300

Email: brian.denega@ca.ey.com

Brad Newman

Tel:  416-943-3611

Fax: 416-864-1174

Emajl: brad.t.newman@ca.ey.com
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Court File No. 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.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

SEVENTEENTH REPORT OF THE MONITOR
APRIL 8, 2011

1. 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.S.C. 1985, c. C-36, as amended (the
“CCAA”) pursuant to the Order of this Honourable Court dated August I, 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 Seventeenth Report of the Monitor (the “Seventeenth Report™) is to

report to this Honourable Court on:

a) the Applicants’ cash receipis and disbursements since the date of filing, August 1,
2007,

b) the Applicants’ Claims Process;
¢) the Non-Applicants’ Claims Process;

d) the status of the Litigation Assets; and
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e) the estimated assets and liabilities of the Applicants and Non-Applicants (in a format
similar to the ‘waterfall’ chart contained in the Seventh Report of the Monitor, dated
May 18, 2008).

TERMS OF REFERENCE

3. In preparing this Report, the Monitor has refied upon unaudited financial information and
records of the Applicants and certain of their Non-Applicant subsidiaries and discussions
with management of the Applicants and the Non-Applicants. The Monitor has not
performed an audit or other procedures to evaluate the reliability or completeness of the
information. Accordingly, the Monitor expresses no opinion, or any other form of
assutance, on the historical or prospective financial information, management
representations or other data included in this Report. Future oriented financial
information relied upon in this Report is based on management’s assumptions regarding
future events; 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 previous

reports of the Monitor. All references to dollars are in Canadian currency unless

otherwise noted.
INTRODUCTION
5. Since prior to filing, the Applicants have not conducted any active business. They are

exclusively engaged in winding up their affairs and realizing on their assets (including
the claims that are subject to the Settlements and other litigation assets (together, the
“Litigation Assets™)) with a view to distributing the net proceeds to stakeholders in
accordance with their legal entitlements, all under the supervision of this Honourable
Court and in accordance with the Multi-Party Settlement Agreement (“MPSA™) as

described herein.
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The Applicants’ principal activities involve:

a)

b)

the legal wind-up of the Applicants’ affiliates, 10 Toronto Street Inc. (“10 Toronto™)
and Domgroup Ltd. (“Domgroup”) (including its wholly-owned subsidiaries), to
permit the recovery of the amounts owed by these affiliates to the Applicants;

the determination of claims against the Applicants and the Non-Applicants pursuant

to the Applicants” Claims Process and Non-Applicants’ Claims Process;
investigation, pursuit and realization of the Applicants’ Litigation Assets;

the participation in an Interpleader Action and claims process initiated by Hollinger
and STMG in the Delaware Superior Court fo determine entitlement to insurance

proceeds;

attendance to regulatory, legal and administrative matters, including compliance with
securities laws, tax reporting obligations and matters relating to the preservation of
the records of Hollinger pursuant to Court orders made in the proceedings which

involved the appointment of the Inspector; and

when appropriate, the distribution of the Applicants’ assets to stakeholders, subject to
this Honourable Court’s approval, possibly, but not necessarily, by way of a plan of

arrangement.

As discussed in the Third and Seventh Reports, the Applicants’ principal assets consist of

three major components:

a)
b)

c)

cash held by the Applicants and Non-Applicants arising from asset liquidations;
STMG shares held by Hollinger and 432252 Canada Inc. (“432”); and

the Litigation Assets.

Since the inception of these CCAA proceedings, among other activities described herein,

the Applicants have continued to pursue recoveries through litigation and related

initiatives, including mediation, against numerous parties, including their former officers

- and directors, former legal counsel, Torys LLP (“Torys™), former auditors, KPMG LLP
(“KPMG™), and former lenders.
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After participating in confidential mediations facilitated by the Honourable George W.
Adams, Q.C. (retired judge), Hollinger reached settlement agreements with Torys (the
“Torys Settlement”) and KPMG (the “KPMG Settlement”), which are both (collectively
the “Settlements”) subject to Court approval.

The Applicants are currently in the process of seeking Court approval of the Settlements,

as will be described in further detail below.

Certain stakeholders have recently requested that the Monitor provide a consolidated
statement of receipts and disbursements from August 1, 2007 to present, a summary of
the claims that have been filed to date in the claims processes and an updated summary of
assets and liabilities. ~The Applicants’ consolidated statement of receipts and
disbursements (the “Applicants’ Statement of Receipts and Disbursements™), included as
Appendix A to this Report, reflects the particular circumstances of the Applicants' lack of
ongoing commercial activity, but the considerable effort that has gone into the realization
of their assets summarized in paragraph 7 above, since the commencement of these
CCAA proceedings.

FINANCIAL INFORMATION

Background

12.

13.

Throughout these CCAA4 proceedings, the Monitor has regularly delivered
communications and court reports that are available on its website
(www.ey.com/ca‘hollinger) containing the Applicants’ statements of receipts and
disbursements, cash projections and periodic updates on any material activities and

initiatives undertaken, including those of the Non-Applicant subsidiaries.

In light of the importance of the Settlements to the Applicants and their stakeholders and
the nature of the questions recently posed to the Monitor by various stakeholders, the
Monitor is of the view that a comprehensive ﬁnahpial update and discussion of the
history of these proceedings and recent developments would be of assistance to this

Honourable Court and interested parties at this time.
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14,

As at February 28, 2011, the cash balances held by each of the Applicants (excluding the
$0.6 million held in trust by Aird & Berlis LLP for an officers’ indemnity trust in support
of Hollinger’s indemnities in respect of one current and one former officer) and the
principal Non-Applicants, (excluding the Domgroup Post Retirement Benefits Trust of

$1.3 million) were as follows:

(Millions)
Appiicants $ 1.7
Domgroup $ 177
10 Toronto 3 16

Applicants’ Receipts and Disbursements since Filing

15.

16.

For presentation purposes, the Monitor has divided these proceedings into the following

three main time periods:

a) from August 1, 2007 until the Multi-Party Settlement Agreement (the “MPSA™) was
approved by an order of this Honourable Court (i.e. May 21, 2008);

b) from May 22, 2008 until STMG (now Chicago Newspaper Liquidation Corporation
or “CNLC”) filed for protection under Chapter 11 of the U.S. Bankruptcy Code (i.e.
March 31, 2009); and

¢) from April 1, 2009 to present, during which time the Applicants have been principally
engaged in the pursuit of the Litigation Assets.

The Applicants® Statement of Receipts and Disbursements provides information on the

Applicants’ cash receipts-and disbursements during each of these periods.
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Summary of Significant Events during each Time Period

August 1, 2007 to May 21, 2008

(1) Activities during the Period

17.

18.

19.

20.

On August 1, 2007, the Applicants sought and obtained an initial stay of proceedings
under the CCAA for 30 days in order to provide them with an opportunity to facilitate a
restructuring.  Concurrently, the Applicants initiated companion proceedings in the

United States pursuant to Chapter 15 of the U.S. Bankruptcy Code.

The Applicants believed that these CCAA proceedings were necessary as a result of the
threat by the noteholders to accelerate payment of the full amount of the indebtedness
owing pursuant to the Applicants’ Senior First Lien Notes in the amount of

US$78 million and Senior Second Lien Notes in the amount of US$15 million.

The CCAA proceedings followed litigation commenced by Catalyst Fund General
Partner I Inc. in 2004 claiming various relief, including that flowing from oppression
claims, against Hollinger, its related companies, their senior officers and directors and
their related entities. That litigation, under the supervision of this Honourable Court,
involved various contested stages, including the appointment of Ernst & Young Inc. as
Inspector pursuant to the Canada Business Corporations Act. The role of the Inspector
was substantially completed shortly after the delivery of its Tenth Report dated
November 14, 2005. Each step of that inspection, and of the litigation, was supervised
under orders of this Honourable Court on notice to all interested parties. The activities
and accounts of the Inspector and its counsel were approved by this Honourable Court
from time to time on notice to all interested parties. The limited role of the Inspector
following the delivery of its Eleventh Report was set out in the Order of this Honourable
Court dated December 15, 2006, a copy of which is attached as Appendix B.

Subsequent to December 15, 2006, the activities of the Inspector have been limited to
dealing with documents of the Applicants under the custddy and control of the Inspector

pursuant to paragraph 9 of the Order of this Honourable Court dated December 15, 2006.
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23.

24.
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Since August 1, 2007, the date of the Initial Order, the Inspector has incurred fees and

disbursements of approximately $118,000, including taxes.
On August 1, 2007, Emst & Young Inc. was appointed Monitor in these proceedings.
After filing, certain key creditors took an active role in these proceedings:

a) STMG, an operating subsidiary and significant creditor of several of the Applicants
which was at the date of filing a publicly traded company on the New York Stock
Exchange (“NYSE™);

b) Davidson Kempner Capital Management LLC (“DK™), the most significant
noteholder with in excess of 40% of the Senior First Lien Notes and in excess of 70%

of the Senior Second Lien Notes;

¢) HSBC Bank USA, National Association, as trustee under the Indenture dated
September 30, 2004, and Wells Fargo 4Delaware Trust Company, National
Association (as successor by merger to Delaware Trust Company, National
Association, formerly known as Wachovia Trust Company, National Association
(“Wells Fargo™)), as trustee under the Indenture dated March 10, 2003 (collectively,
the “Indenture Trustees”), as representatives of the holders of the Senior First and

Second Lien Notes; and

d) Catalyst Fund General Partner I Inc., a significant preferred shareholder of Hollinger

and, later, a self-declared “super-priority” creditor,

Several of the former officers and directors of Hollinger were involved in the CCA4

proceedings as members of the Service List.

Among the Applicants’ principal assets was their controlling interest in STMG through
their ownership of approximately 1.2% of the outstanding Class A shares and 100% of
the Class B commmon shares of STMG. The Class B shares had 10 votes per share and the
Class A shares have one vote per share. As a result, the Applicants held an economic
interest in STMG of approximately 19.7% but controlled approximately 70.1% of
STMG’s shareholder votes. The shares were the sole pledged security for the amounts

owed to the noteholders.
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26.

27.

28.

29,
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The share price of STMG’s Class A shares as of August 1, 2007 was approximately
US$4.45 per share'. The Applicants held 782,923 Class A shares with an indicative
trading value on August 1, 2007 of approximately US$3.5 million. In addition, the
Applicants held 14,990,000 Class B shares. The Class B Shares were not publicly traded.
As set out in the affidavit of G. Wesley Voorheis, sworn August 1, 2007, which was
relied upon in the initial application record, the Applicants believed that, based on the
July 30, 2007 closing price of the Class A shares of STMG on the NYSE of US$4.34 per
share and without attributing any additional value (i.e. control premium) to the Class B
shares, the indicative trading value of Hollinger’s direct and indirect holdings in STMG

was approximately US$68.4 million.

On July 31, 2007, the Applicants exercised their voting rights and removed three
directors from the board of directors of STMG and expanded the size of the board to
eleven members by appointing six new directors. The Applicants issued a press release
dated August 1, 2007, attached hereto as Appendix C, describing the changes to STMG’s

board of directors.

During the period following the commencement of these proceedings, there were
significant disagreements among the major creditors, shareholders and the Applicants
concerning many aspects of the Applicants’ activities, management and restructuring

efforts.

The noteholders’ security in the STMG shares, including the proposed methodology to be
used to monetize the multiple voting Class B Shares, was a focal point of discussions
between the Applicants, DK, the Indenture Trustees and STMG. These shares were also

the subject of an adequate protection motion in the Chapter 15 proceedings in Delaware,

The Applicants, STMG, the Indenture Trustees and DK obtained an order of this
Honourable Court dated August 31, 2007 approving an agreement that established a
framework for negotiat'ions amongst the parties regarding the STMG shares (the

“Standstill Agreement™).

! Bloomberg - share price on the NYSE



30.

31.

32.

33.

34.

35.

36.
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Pursuvant to the Standstill Agreement, the Applicants instructed their litigation counsel to

cease work (subject to necessary preservation steps) on all litigation matters.

Given the number of parties involved and the relative value of the shares to the
Applicants’ estates, considerable time, effort and resources were expended in negotiating
a resolution to the issues surrounding the STMG shares, the governance of STMG and

the governance of the Applicants themselves.

During these negotiations, which continued from August 1, 2007 to late May, 2008, this

Honourable Court ordered serial short—term extensions to the stay of proceedings.

In accordance with the Standstill Agreement and various information requests and in
order to ensure that all stakeholders had current financial information to facilitate the
negotiations, the Monitor prepared frequent reports and communications based on
information provided by the Applicants. These communications included updates on the
status of the negotiations between the parties, updated statements of receipts and
disbursements and an analysis of the legal fees incurred and paid since the date of filing.
In total, the Monitor issued twenty communications to the Service List, in addition to

formal court reports filed periodically.

As discussed in the Monitor’s Fifth and Sixth Reports, the Honourable Justice Morawetz
provided invaluable assistance to the negotiating parties for several months. Ultimately
this process led to a framework being reached in early November 2007 to settle the issues
and move forward with a scheme of governance, asset realization and distribution. The
negotiating parties engaged in further discussions to convert this framework into a formal

settlement agreement to be presented to this Honourable Court for approval.

As reported in the Monitor’s Thirteenth Communication, the negotiating parties believed
they had reached a framework for settling their issues subject to resolving certain details
and ancillary issues upon which they reported to this Honcurable Court on November 6,
2007. However, the three-way negotiations between the Applicants, STMG and DK

ended on December 18, 2007 without a settlement agreement being finalized.

The Applicants continued to explore the potential for a two-ﬁvay agreement with either

STMG or DX to bring before the Court as a consensual way forward.
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On Eebruary 28, 2008, the Applicants filed a notice of motion seeking an order:
a) authorizing and directing the Applicants to prepare and file a Plan of Arrangement;

b) authorizing the Applicants to take certain steps tfo- restructure certain of their
operations and management, including the appointment of a Litigation Guardian (as it

was then referred to) to preserve, protect and realize upon the Litigation Assets; and

c) establishing a claims process for the filing, review and determination of all claims

against the Applicants, and the appointment of a Claims Officer.

On that same date, DK filed a notice of motion seeking, among other things, a

termination of the CCAA proceedings and an order declaring the Applicants bankrupt.

On February 29, 2008, this Honourable Court extended the stay of proceedings to
April 25, 2008 and directed that all of the motions be scheduled for a hearing on April 22

and 23, 2008, if necessary. Concurrently, the parties continued discussions to reach a

" resolution.

On March 25, 2008, the Applicants announced that they had entered into a setilement
agreement with STMG (the "STMG Secitlement"). The STMG Settlement required
approval by both the Ontario Superior Court of Justice and the United States Bankruptcy

Court for the District of Delaware in order to become effective.
On April 10, 2008, the Applicants filed a notice of motion seeking an order:

a) approving the terms of the STMG Settlement and authorizing and directing the
implementation of the STMG Settlement, all as described in a term sheet dated

March 25, 2008;

b) authorizing the Applicants to take certain steps to restructure certain of their
operations and management to further reduce costs and to continue to enhance asset

realizations; and

¢) establishing a claims process as described in a draft claims order filed by the

Applicants.

After the STMG Settlement was reached, the parties continued to negotiate towards a

resolution that included DK and the Indenture Trustees.
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On May 14, 2008, the Applicants notified the Monitor that they had reached a settlement.

The Applicants’ motion to approve the MPSA was approved by an Order of this
Honourable Court of May 21, 2008, binding upon the parties to the MPSA and the
Indenture Trustees, which is attached as Appendix D. Among other things, the MPSA

resolved:

a) the conversion of the multiple voting Class B STMG shares into Class A shares at a

conversion rate of 1.1 Class A share for every Class B share;
b) the quant‘um of the claims by STMG against the Applicants;
¢) the quantum of the claims by the Indenture Trustees against the Applicants;
d) the composition of the STMG board of directors;
e) certain priority payments to be made to DK, STMG and the Indenture Trustees; and

f) a mechanism to pursue to the Litigation Assets, including the appointment of the

Litigation Trustee and the Advisory Committee.

(b} Receipts and Disbursements during the Period

45.

46.

47.

As set out in the Applicants’ Statement of Receipts and Disbursements, of the total
receipts of $10.7 million during the period from August I, 2007 to May 21, 2008,
approximately $5.4 million related to the sale of the Cayman Islands Free Press and
associated dividend and approximately $4.8 million related to the repayment of inter-

company amounts due from 10 Toronto to the Applicants.

Of the total disbursements of $11.7 million, $4.0 million was spent in relation to the
CCAA and Chapter 15 insolvency proceedings including the mediation, negotiation, and

documentation of the MPSA as described abave.

An additional $3.7 million was spent relating to other legal matters, including pursuit of

the Litigation Assets.
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The Applicants were already involved in a number of legal initiatives prior to August 1,
2007 and became involved in additional matters subsequent to filing?. During the period

from August 1, 2007 to May 21, 2008 the legal initiatives included:

a) the CCAA and Chapter 15 proceedings, including preparing for mediations and the

Chapter 15 adequate protection motions;
b) the changes to the STMG board;
c) advice to the Applicants’ board of directors;
d) matters related to on-going criminal proceedihgs in Illinois;

¢) matters related to claims by the Securities and Exchange Commission of the United

States;
f) pursuit of the Litigation Assets; and

g) Ontario Securities Commission (“OSC”) proceedings and compliance with provincial

securities law.

The Applicants’ disbursements, other than the professional fees described above,
included $0.7 million of ongoing fees for the board of directors of Hollinger, $0.4 million
relating to payroll and $0.2 million of building expenses. The Applicants spent $2.2
million relating to the fees and expenses of their CEO, CFO and other professional
advisors. The Monitor is advised that a portion of the legal fees and professional advisor
costs were incurred by the Applicants in méeting their public company reporting
requirements, including issuing financial statements, preparing filing materials for

securities regulators and paying the monthly fees of their share transfer agent.

2 For a detailed description of the outstanding litigation against, and claims filed by, the Applicants, see notes 12
and 14 of the Hollinger Inc. Notes to Interim Consolidated Financial Statements as of December 31, 2007 that are
available on Sedar.
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May 22, 2008 to March 31, 2009

a) Activities during the Period

50.

51.

52.

53,

54.

The MPSA provides for several steps to be completed in order to allow the Applicants
and the Non-Applicants to wind up their affairs in order to maximize realizations in the

Applicants’ estates.

Once the Hollinger board of directors resigned, BlueTree Advisors Inc., an entity
controlled by William Aziz, CA, was appointed as the chief restructuring officer (the
“CRO”) of the Applicants and an officer of the Court in consideration of a monthly fee of

$65,000, plus GST as applicable and reimbursement of reasonable expenses.

As provided in the MPSA, all monthly work fees payable under Hollinger’s consulting
agreement with G. Wesley Voorheis, the former CEO of the Applicants, or any entity
controlled by him, were suspended. Mr. Voorheis resigned as an officer and director of
the Applicants effective as of May 21, 2008. The provisions of the MPSA deferred a fee
payable pursnant to this consulting agreement, to be paid depending on the returns to be
potentially realized on the Litigation Assets as a result of actions commenced or

threatened by the Litigation Trustee.

On May 2‘1, 2008, this Honourable Court made the Claims Order, as a result of a motion
by the Applicants, authorizing the Monitor to conduct a claims process for the Applicants
(the “Applicants’ Claims Process™). The Claims Order established July 11, 2008 as the
Claimns Bar Date for claims arising prior to August 1, 2007, or arising after that date if as
a result of the restructuring, repudiation or termination of any contract, lease or

employment agreement.

From August 1, 2007 to May 21, 2008, the share price of the STMG Class A common
shares decreased from US$4.45 to US$0.43% per share. In May 2008, STMG’s Class A
common shares were de-listed from the NYSE and were subsequently moved to the
Over-the-Counter Bulletin Board (“OTCBB”) on June 17, 2008. As a result of this
decrease in realizable value for the Applicants’ estates and the quantum of claims that

were filed in the Applicants® Claims Process, it became apparent that, subject to possible

3 Bloamberg — share price on the NYSE and the OTCBB
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realizations from the Litigation Assets, Hollinger’s shareholders were unlikely to realize
any substantial recovery on their investment. Shortly thereafter, the Applicants engaged
in discussions with the OSC concerning possible relief from the burden of their public

company reporting requirements.

As approved by an Order of this Honourable Court of July 21, 2008, Hollinger consented
to the OSC issuing an order on August 5, 2008 that ceased all trading in and all
acquisitions of Hollinger’s securities, whether direct or indirect, except in defined
circumstances. Cease trade orders were also issued by other provincial regulators. As a
result of the cease trade orders, the Applicants were no longer required to produce going-
concern public entity financial statements and were permitted to cease obtaining audit

opinions on their financial statements.

By order of this Honourable Court of August 27, 2008 (the “Non-Applicants’ Claims
Order”), the Monitor was authorized to conduct a claims process for the Non-Applicants
(the “Non-Applicants’ Claims Process™). The Non-Applicants’ Claims Order established
September 30, 2008 as the Claims Bar Date. The costs associated with the Non-
Applicants’ Claims Process, including any settlements of claims, are not included in the

Applicants” Statement of Receipts and Disbursements appended to this report.

The MPSA provided for the appointment of a Litigation Trustee in order to supervise,
control and administer all aspects of the Litigation Assets. The Honourable John D.
Ground, Q.C. (retired judge) was appointed as an officer of the Court to perform the role

of Litigation Trustee.

The funding for the Litigation Trustee as contemplated by the MPSA was established
during this period. The Litigation Trustee engaged counsel to re-engage in the pursuit of

the Litigation Assets, which had been put on hold under the Standstill Agreement.

On January 2, 2009, STMG voluntarily de-registered its Class A common stock from the
OTCBB. After de-registration, STMG’s Class A common stock was quoted on the Pink
Sheets.
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On March 31, 2009 STMG announced that it and certain affiliates had filed volutary
petitions under Chapter 11 of the U.S. Bankruptcy Code in the U.S. Bankruptcy Court for
the District of Delaware.

At the time of its bankruptcy filing, STMG remained financially and legally burdened by
liabilities, including a US$510 million claim by the United States Internal Revenue
Service. The Monitor understands that STMG was also adversely affected by the
downturn in circulation and print advertising revenue. The reasons for STMG’s filing are
more fully described in the declaration of James McDonough, the Senior Vice President,
Chief Administrative Officer, General Counsel and Secretary of STMG dated March 31,
2009, a copy of which is attached hereto as Appendix E. As a result of STMG’s
bankruptcy proceedings, the trading price of the Applicants’ Class A common stock in
STMG declined to nil. Set out below is a table showing the trading prices of STMG’s
Class A shares on the NYSE from January 2007:

Date US$ per share’
January 3, 2007 $4.92
August 1, 2007 $4.45
December 31, 2007 $2.20
May 21, 2008 $0.43
December 31, 2008 $0.05
April 1, 2009 $0.02

After the STMG bankruptcy filing, the Applicants focused their efforts on realizing upon

their Litigation Assets and amounts due from the Non-Applicants.

(B) Receipts and Disbursements during the Period

63.

As set out in the Applicants’ Statement of Receipts and Disbursements, of the total

receipts of $13.7 million during this period, $11.6 million related to the repayment of

* Bloomberg — share price on the NYSE, the OTCBB and Pink Sheets.
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inter-company amounts due from both Domgroup and 10 Toronto to the Applicants. A
further $2.0 million was related to the receipt of funds from the Receiver of Ravelston
Corporation Limited (“*RCL") which was authorized to distribute the remaining proceeds
from a settlement between RCL and CanWest Global Communications Corp. to STMG
and the Applicants. The MPSA allocated these funds equally between the Applicants and
STMG.

Of the total disbursements of $8.3 million, $1.6 million was spent in relation to the CCA4
and Chapter 15 insolvency proceedings. An additional $1.1 million was spent relating to

other legal matters, including pursuit of the Litigation Assets

The disbursements during this period also included a payment of $1.0 million to BMO on
account of advisory fees (which was approved by Order of this Honourable Court on
November 26, 2008), a $2.2 million (US$2.0 million) distribution to STMG pursuant to
the MPSA, $1 million for the purchase of run-off insurance coverage, and $0.7 million
relating to the fees and expenses of its CRO in accordance with the terms of the MPSA.
As part of the Applicants’ cash conservation efforts, the Applicants moved to smaller,

less expensive offices during this period.

April 1, 2009 to present

a) Activities during the Period

66.

67.

After the commencement of STMG’s Chapter 11 proceedings, the Applicants continued
their work on implementing the MPSA, including winding up the affairs of the Non-
Applicants, continuing to evalvate the claims filed in the Applicants’® and Non-

Applicants’ Claims Processes and pursuing the Litigation Assets.

Subsequent to the execution of the MPSA, the Applicants and the Monitor have provided
regular updates pursuant to the MPSA regarding the progress of the Applicants’ Claims
Process and the asset recovery efforts, including the pursuit of the Litigation Assets.
Despite the provisions of the MPSA permitting it to do so, STMG has not actively
participated in the CCAA proceedings since filing for Chapter 11 protection.
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In December 2009, $2.3 million of the priority distributions required pursuant to the
MPSA were made by the Applicants to DK and the Indenture Trustees.

As a result of a motion by the Applicants on May 27, 2010, this Honourable Court
authorized the payment of the remaining $2.2 million of the priority distributions due

pursuant to the MPSA. The Applicants made these distributions in June 2010.

As previously reported, in order to determine which, if any, third parties are beneficiaries
entitled to share in US$24.5 million of insurance settlement proceeds from the fourth
excess layer of directors’ and officers® insurance previously held by the Applicants, an
Interpleader action was commenced in the Delaware Superior Court. On January 12,
2010, the Delaware Superior Court issued an order calling for individuals and entities
with an interest in the Interpleader action to submit claims by February 26, 2010. The
Monitor understands that the Applicants and STMG made a joint filing and have made
several submissions to that court. The Applicants and STMG (who have a sharing
agreement governed by the MPSA in respect of these funds) were among several parties
(including Conrad Black, Barbara Amiel-Black, Peter White, John Boultbee and other
individuals who were formerly either officers or directors of the Applicants) that have
filed claims to these funds, which claims are currently in the process of adjudication by

the Delaware Superior Court.

During this period, the Monitor (in consultation with the Applicants and the Non-
Applicants) has continued to review, accept, revise or disallow claims filed in both claims

processes. Several court attendances have been required to address certain claims.

On May 27, 2010, Domgroup obtained approval from both its board of directors and this
Honourable Court to advance a $4.2 million Debtor-in-Possession (“DIP”) loan to
Hollinger. Domgroup is charging interest to Hollinger at the Canadian Imperial Bank of
Commerce’s Prime Rate + 3% per annum on any draws that are made on the $4.2 million
DIP loan. The DIP loan is repayable by offsetting amounts owing from Domgroup to
Hollinger. In December 2010, the terms of the DIP loan were amended to include Sugra
and 432 as borrowers and the total amount of the DIP loan was increased to $5.2 million.

As of February 28, 2011, $4.2 million has been drawn on the DIP loan. By order of this
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Honourable Court, the Initial Order was amended to allow for a $5.2 million DIP loan
charge to rank behind both the Administrative Charge and the Directors’ Charge.

During the period, the Applicants continued to pursue recovery of the Litigation Assets.
They sought negotiated settlements with both Torys and KPMG and, to facilitate this,

agreed to participate in separate mediations with each party.

Hollinger entered into mediation agreements with each of Torys and KPMG that included
provisions to toll the relevant limitation periods pursuant to section 11 of the Limitations
Aet, 2002, S.0. ¢. 24, Sch. B.

Hollinger and Torys engaged in a mediation process before the Honourable George W.
Adams, Q.C. (retired justice) on March 23 and 24, 2010.

Hollinger and KPMG engaged in a mediation process before Mr. Adams on March 29
and 30, 2010.

In the months preceding the aforementioned mediations, the Litigation Trustee and the
Applicants incurred significant legal fees associated with preparing their mediation briefs
and reply materials, producing document briefs and reviewing Torys’ and KPMG’s

mediation' and document briefs.

On July 15, 2010, the Applicants issued a press release announcing that they had entered
into a settlement agresment, subject to Court approval, with Torys to resolve all claims
against Torys that were advanced by the Litigation Trustee on behalf of Hollinger and
also including all intended claims by the Applicants and Non-Applicants.

On October 6, 2010, the Applicants issued a press release announcing that they had
entered into a settlement agreement, subject to Court approval, with KPMG to resolve all
claims against KPMG that were advanced by the Litigation Trustee on behalf of
Hollinger and also included all intended claims by the Applicants and the Non-
Applicants. In seeking court approval for the Torys Settlement and the KPMG
Settlement, the Applicants sought approval for a comprehensive notice procedure to
advise all potential and known interested parties and stakeholders of the pending

Settlements.
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In addition to monetary consideration, the terms of the Settlements require KPMG and
Torys te withdraw or forever remise any claims or possible claims against the Applicants
and Non-Applicants. The terms of the Settlements include releases from Hollinger Inc.,
its subsidiaries and third parties in favour of KPMG and Torys. The Settlements are
conditional upon the Applicants obtaining orders from this Honourable Court approving

the Settlements, including such third party releases.

Pursuant to the November 12, 2010 Service and Notice Procedure Order of this

Honourable Court (the “Service and Notice Procedure Order”), all known creditors,

defendants, shareholders, stakeholders and other potential interested parties were notified
of the requirement to file a Notice of Appearance before the Notice of Appearance Bar

Date.

Twenty-eight parties filed Notices of Appearance pursuant to the Service and Notice

Procedure Order (the “Responding Parties™).

On November 26, 2010, tile Applicants brought a motion to, among other things, approve
the Settlements (the “Settlement Approval Motion”). The Applicants sought an order
sealing certain references in the Seftlements as being confidential. The references in the
Settlements refer to the amounts proffered by each of Torys and KPMG to settle
Hollinger’s claims (the “Settlement Amounts™) as well as certain confidential information

pertaining to Torys.

The Applicants initially sought an order sealing the Report of the Honourable John D.
Ground, Q.C. (retired judge) in his capacity as Litigation Trustee (the “Litigation
Trustee’s Report™). Prior to the hearing of the sealing motion, Hollinger withdrew its

request for a sealing order in respect of the Litigation Trustee’s Report.

A number of stakeholders have raised objections to the relief sought by the Applicants
with respect to the Settlements. In response to objections raised by Conrad Black,
Barbara Amiel-Black, David Radler, Daniel Colson, Peter White, Ralph Barford, Catalyst
Fund General Partner I Inc. and Argus Corporation Limited, the Applicants agreed to

bifurcate the requests for sealing orders from the rest of the relief sought on the
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Settlement Approval Motion and to bring a separate motion seeking the sealing orders

(the “Sealing Motion™) in advance of the Settlement Approval Motion.

On February 25, 2011, this Honourable Court issued a protective order, attached heretq as
Appendix F, sealing, on terms, the confidential references in the Settlements and
approving a form of confidentiality agreement which would govern the disclosure of such
confidential references, including the Settlement Amounts, by Hollinger to signatories of

the confidentiality agreement.

Mr. Black has served a Notice of Motion seeking leave from the Court of Appeal for
Ontario to appeal the aforementioned protective order. No other Responding Parties

sought [eave to appeal the protective order within the applicable appeal period.

Mr. Black has also served a Notice of Motion in the Court of Appeal for Ontario seeking
to stay the Settlement Approval Motion pending his motion for leave to appeal the

protective order. This motion for a stay is currently returnable on April 14, 2011.

At a scheduling conference held on March 28, 2011, it was agreed that the Applicants
would file all material upon which they intend to rely in support of the Settlement
Approval Motion by April 1, 2011. Such materials have now been served and filed by the
Applicants. Any other party supporting the Applicants’ motion is to file its material by
April 12, 2011, after which a timetable for delivery of responding materials and cross-

examinations will be agreed by the parties or determined by this Honourable Court.

(B) Receipts and Disbursements during the Period

50.

91.

As set out in the Applicants’ Statement of Receipts and Disbursements, of the receipts of
$6.6 million during the period, $2.3 million related to the repayment of inter-company
amounts due from 10 Toronto and $4.2 million was related to drawing on the Court-

approved DIP loan facility between Domgroup and the Applicants.

Of the total disbursements of $10.8 million during the period, $4.5 million related to
priority distributions to creditors pursuant to the MPSA. A further $0.8 million was spent
in relation to the CCAA and Chapter 15 insolvency proceedings.
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The legal disbursements of $2.9 million during the period primarily related to legal fees
associated with the Interpleader action, the Settlement approval process and the fees and

disbursements incurred by the Litigation Trustee in the pursuit of the Litigation Assets.

APPLICANTS’ CLAIMS PROCESS

93.

94.

95.

96.

In the Applicants’ Claims Process, forty-eight claims (including inter-company claims)
were received either on or before the Claims Bar Date. Three additional claims were
received after the Claims Bar Date and accepted for filing. The breakdown of claims

filed against the Applicants is shown below:

Applicant Number of Claims Received

Hollinger 34

Sugra 7

4322525 10
~ Total 51

The Monitor, in consultation with the CRO, has issued seventeen Notices of Revision or
Disallowance with respect to the claims. To date, there are three outstanding Notices of
Dispute filed by Ravelston as well as one Notice of Dispute that was filed by the Canada
Revenue Agency. In addition, six claims have been consensually withdrawn by the
creditors who filed them after negotiation with the CRO, in consultation with the

Monitor.

The Applicants and the Monitor are continuing to address the claims. Pursuant to the
Applicants’ Claims Order the Monitor is not to determine claims advanced by Non Arms-

Length Claimants. Any such claims require a determination by this Honourable Court.

As previously reported, Catalyst has asserted that its claim of $1,988,388 is a super-
priority claim. The claim was originally filed with the Monitor by Catalyst in the
Applicants® Claims Process as an unsecured claim against Hollinger. On December 6,
2010 Catalyst, the Applicants and the Monitor agreed to a timetable for this Honourable
Court to hear the merits of this Non Arms-Length claim as contemplated in the Claims
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Procedure Order. In late February, 2011, the Applicants and Catalyst began discussions
to prepare an agreed statement of facts for the purpose of having this Honourable Court

adjudicate the claim asserted by Catalyst and its alleged super-priority status.

Some significant claims asserted by several Non Arms-Length Claimants are inextricably
comnected to the ongoing litigation involving the Applicants. They cannot be dealt with
in isolation from claims of the Litigation Trustee. In many cases, the legal issues in
question in the actions commenced (or threatened) by the Litigation Trustee are issues
that are likely be central to the adjudication of the claims in the Applicants’ Claims
Process. In particular, the allegations made (or threatened) by the Litigation Trustee may,
if proven, adversely affect, limit or eliminate the claims of those Non‘Arms-Length
Claimants to be determined by this Honourable Court, including any claims for

contribution and indemnity.

Paragraph 18 of the MPSA provides conditions that must be met for any distribution to
creditors of the Applicants, including reserves for any disputed claims. Given the
projected quanta of the claims asserted by the Non Arms-Length Claimants, it is unlikely
that any distribution can be made by the Applicants until these claims have been finally

determined.

The Applicants have delivered updates as to the progress of the Applicants’ Claims
Process as provided by the MPSA.

NON-APPLICANTS’ CLAIMS PROCESS

100.

In the Non-Applicants’ Claims Process, thirty-six claims (excluding inter-company
claims) were received by the Claims Bar Date. Four additional claims were received
after the Claims Bar Date, including a claim filed by Representative Counsel and

accepted for filing as discussed in more detail below.
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The breakdown of claims filed against the Non-Applicants is shown below:

Non-Applicant Number of Claims Received

Domgroup ‘ 32
10 Toronto Street 8
Willett Foods 0
Holcay Holdings 1]

Total 0

The Monitor has issued eleven Notices of Revision or Disallowance with respect to the
above-referenced claims. There remain six unresolved Notices of Dispute, of which three
claims are currently before the Claims Officer. Seven claims have been consensually
withdrawn by the creditors who filed them after negotiation with the CRO, in

consultation with the Monitor.

As the Non-Applicants are not applicants under the Initial Order, they have, in
consultation with the Monitor, continued to settle third party claims in full pursuant to the
Non-Applicants’ Claims Order and the MPSA.

. The Non-Applicants are in the process of winding-up the affajrs of their inactive

subsidiaries, including the winding up of pension plans of Willett Foods under the

supervision of the Financial Services Commission of Ontario.

Eighteen claims were filed under the Non-Applicant Claims Order against Domgroup by
former employees of Dominion Stores relating to their post-retirement health and dental
benefit plans, long-term disability entitlements, pension top-up obligations and life

insurance.

By Order of this Honourable Court of November 26, 2008, following a motion brought
by the Non-Applicants, Koskie Minsky LLP was appointed Representative Counsel for
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these claimants. On February 27, 2009, Representative Counsel filed a new claim against

Domgroup on behalf of all claimants and withdrew 17 of the 18 criginal claims.

As previously reported, Representative Counsel and Domgroup had previously provided
proposed timelines to the Monitor for final resolution of these issues. These timelines
have since lapsed. The Monitor has observed good’faith efforts by both parties to resolve
the actuarial differences between their respective positions and to achieve a settlement
mechanism. Domgroup and Representative Counsel continue :co negotiate an agreement
which they hope to bring before this Honourable Court for approval in the near future, A
settlement will permit Domgroup to finalize the wind-up of its affairs and, after satisfying
third party liabilities, to return any surplus funds to the Applicants as repayment of inter-
company balances as contemplated in the Non-Applicants’ Claims Order and the MPSA.

If a resolution cannot be achieved, it will be necessary to have the claim adjudicated.

Crystalline Investments Limited (“Crystalling”) and Burnac Leascholds Limited
(“Burnac”) filed claims against Domgroup totalling approximately $2.7 million relating
to former real estate property leases held by Domgroup. In consultation with the CRO,
the Monitor issued Notices of Disallowance reducing the claims to nil. Both Burnac and
Crystalline filed Notices of Dispute. Given the size of these two claims, the Non-
Applicants, in consultation with both the Monitor and key stakeholders, sought to refer
these claims to this Honcurable Court for determination pursuant to the provisions of the
Non-Applicants’ Claims Process. In December 2010, this Honourable Court declined to
hear the matter and directed that it be adjudicated by the Claims Officer. A hearing

before the Claims Officer is in progress.

The Non-Applicants and the Monitor have provided updates as to the progress of the
Non-Applicants’ Claims Process as provided by the MPSA.

STATUS OF THE LITIGATION ASSETS

110.

Pursuant to the MPSA, the Litigation Trustee is responsible for administering the

Litigation Assets’ efficiently in a cost-effective manner with a view to maximizing the

* The aggregate amount of damages claimed in all of these actions or threatened actions exceeds $1.5 billion. The
Monitor notes that the aggregate value of these assets is uncertain at present but may be material.
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net return, after costs, from the Litigation Assets to the Applicants, their creditors and

other stakeholders.

An Advisory Committee comprised of (i) Mr. Arnold Cader (i.e. the nominee of DK),
(ii) Mr. William Brock (i.e. the nominee of the Applicants) and (iii) the Litigation Trustee
was established to provide advice and direction to the Litigation Trustee, also pursuant to
the MPSA.

The initial funding and reserve funding (as described in the MPSA) was provided by the
Applicants for pursuit of the Litigation Assets. The funding was completed in
accordance with the MPSA. The funds have been segregated from the general cash
assets of the Applicants and are used exclusively for the purpose of funding the

administration of the Litigation Assets.

The Litigation Trustee has been pursuing the claims within its mandate. The Monitor is
advised that the Litigation Trustee, in consultation with the Advisory Committee, devoted

considerable resources to prepare litigation positions against:

a) certain former directors including: Conrad Black, Barbara Amiel-Black, David
Radler, John Boultbee, Peter White, Daniel Colson, Charles Cowan and Peter

Atkinson;

b) the companies owned or controlled by some or all of certain former directors
including: RCL, Ravelston Management Inc., 509643 N.B. Inc., 509644 N.B. Inc.,
509645 N.B. Inc., 509646 N.B. Inc., 509647 N.B. Inc., Moffatt Management Inc.,
Black-Amiel Management Inc., Argus Corporation Limited, Conrad Black Capital
Corporation, Hollinger Aviation Inc. Mowitza Holdings Inc., 364817 Ontario
Limited, F. D. Radler Ltd., 1269940 Ontario Limited, 2753421 Canada Limited and
1406684 Ontario Limited;

c) certain former non-management directors, including: Maureen Sabia, Ralph Barford,
Fredrik Eaton, R. Donald Fullerton, Henry Ketcham II, Allan Gotlieb and Douglas
Bassett;
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d) certain banks, namely: the Canadian Imperial Bank of Commerce, the Toronto
Dominion Bank and the Bank of Nova Scotia;

e) Torys; and
f) KPMG.

The Applicants, the Litigation Trustee and the Advisory Committee have kept the
Monitor and its counsel apprised of their progress and activities. Either the Monitor or its
counsel has attended as an observer at the monthly status meetings chaired by the

Litigation Trustee.

The Litigation Trustee has worked with his counsel to determine how to cost-effectively
pursue the Litigation Assets. In order to preserve the cash available to the Litigation
Trustee, several fee arrangements have been entered into by the Litigation Trustee, the
CRO and legal counsel. These arrangements include fee deferrals pursuant to which
certain legal fees have been deferred but are contemplated to be paid at a multiple of two
and a half times the deferred amount contingent upon the positive outcome of these

claims and the receipt of funds by the Litigation Trustee.

Pursuant to the terms of the MPSA, the Litigation Trustee must seek direction from the

Advisory Committee concerning the use of proceeds of any settlement.

Consequently, the funds that may be made available to any of the Applicants as a
beneficiary of the efforts of the Litigation Trustee are in part dependent on the cash
requirements of the Litigation Trustee and other payments to be made pursuant to the
MPSA, as described above.

UPDATED ESTIMATE OF ASSETS AND LIABILITIES

118,

The Applicants and Non-Applicants have prepared an updated estimate of their assets and
liabilities, with the assistance of the Monitor. The analysis provides an illustrative
summary of the Applicants’ and the Non-Applicants’ significant assets, inter-company

receivables and payables and third party obligations as of February 28, 2011 (the
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“Waterfall Summary”). The Waterfall Summary also reflects the Applicants’ and Non-

Applicants’ contingenf assets and contingent liabilities.
119. The Waterfall Summary is aftached as Appendix G to this Seventeenth Report.

120. The Applicants expect that the resolution or determination of contingent assets and

contingent liabilities will have a material impact on the recoveries to stakeholders.

121. Pursuant to the MPSA, the claims of the Indenture Trustees under the two debentures
dated March 10, 2003 and September 30, 2003 coniinue to accrue interest at the
contractual rate until they are paid in full. Amounts included in the Waterfall Summary
reflect these claims being valued with both accrued interest and foreign exchange rate
adjusted to February 28, 2011. The notes to the Waterfall Summary provide a summary
listing of the claims filed against each of the Applicants and the Non-Applicants,
including information as to whether the creditor is also a Non Arms-Length creditor or a
defendant. The Waterfall Summary does not include any claimant v\'fhose claim has been

determined to be nil or that has been withdrawn.

122.  The inter-company balances of the Non-Applicants with respect to the Applicants were
initially disclosed in the Monitor’s Third Report and updated in the Monitor’s Seventh
Report.

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

Brian M. Denega
Senior Vice President

Christopher Mediratta
Vice President
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Opening Cash Balanea
Recelpts

Interest Income

Sale of Assets
Other

Int A Rpeeh

ble {Payable)- 10 Toronte
Inter-company Accounts Receivable (Fayable) - Domgroup
DiP Borrowings

Total receipts

Disbursements

FPayroll & Beneafits
Directors Fees and D&O Insurance
General Corperate and Litigation Legal Fees
Adair Morse | LP
Davies Ward Phillips & Vineberg LLP
Eimer Stah] Kelovom & Solberg LLP
Fasken Martineau DuMoulin LLP
Morris Nichols Arsht & Tunnelt LLP
Pallare Roland LLP
Thomton Grout Finnigan LLP
Voorheils & Co LLP
‘Weil, Gotshall & Manges LLP
Qther
Foreign Exchange
Fees Incurrad by the Litigation Trustee
Tetal General Corperate and Litigation Legal Fees

Chapter 15 Legal Fees (US}
Morris Nichols Arsht & Tunnell LLP
Wel, Gotshall & Manges LLP
Forelgn Exchange

‘Total Chapter 15 Legal Fees {US)

CCAA Legal Fees (Ganada)
Davies Ward Phillips & Vineberg LLP
Themton Grout Finnigan, LLP
Cther

Total CCAA Legal Fees (Canada)

CCAA Monitor Fees
Emst and Young Inc.
Lenczner Slaght Royce Smith Griffin LLP
Blank Rome LLP
Willkie Famr & Gallagher LLP
Total CCAA Monitor Fees
Sub-Total Chapter 15 Lagal, CCAA Legal and CCAA Monitor

Enst and Yeung Inc. (Inspector)
Nash Censulting

Confractor Fees
BlueTree Advisars Inc. (CRO)
VC & Co Incorporated {CEQ)
Total Contracier Fees

Finance, Tax Administration and Financial Advisor Fees
BMO Nesbitt Bums Inc.
BlusTres Advisors inc. (CFO)
Domgroup Ltd.
Zelfman and Company
10 Terente Street Inc.
Cther Professionals
Total Finance, Tax Administration and Financial Advisor Fees.

Operating Costs Related to Premises
Taxes

Forgign Exchanga
QOther

Total Disb

ts Refore P ts to Craditors

Distributions te Creditors
Change in cash

Closing Cash Balance

The ending cash balances of the principal Non-Appli

Hellinger Inc., 4322525 Canada Inc., Sugra Limited

The

Fess

(with

of

and Dist

August 1, 2007 to Febru;ry 28,2011

August1, 2007 to  May 22,2008t0  April 1,2009¢0  Total - August 1, 2007
May 21, 2008 March 31, 2008 February 28, 2041 __to February 28, 2011
1,495 472 5,841 1,495
] 22 117 188
5,798 - - 5,788
. 2,005 141 2,146
4,818 2,985 2,300 10,103
28 8,858 (108) 3,577
- - 4,200 4,200
10,704 13,670 5,649 31,023
(390) (146) (15 (551)
(674) (1,070) - 1,744}
“2) (12) (3n) {91
(1,718} (574) (156} (2,448}
683} (35) (48) (764}
{663} @ - {666)
(133} (®) (58) 197)
(158} (19 (183) (361)
- - {43m [430)
(115 - - (115)
70} - - 70
(1%} (1a) 92 211
(18) ) ] 1
- 181 (1.973) (2,454)
3.710) (1,743} {2,965) {7,818)
(39) 22} @ (64)
(883) 48 - (814}
(10) 8) (1} (19
(912) 19 (4) (2897)
- (38), - (38)
1,821) {1,050 421) (3,292)
- ©3) {10) 73
(1.821) (1,148) 431) (3,401)
(925) (367) (298) [1,588)
(358} {108) o) (566)
@ 2 - 9
(23 [ - (26}
11,314 {478 (397) 12,188)
14.047) (1.608] (832) (6,487)
(114} [C) - (118
81 185} (172) {348)
- (692) {1.611) {2,303}
(752) {79) - @)
(752) 71) (1,811 13,134)
(565) {1,000) - {1,565}
(422) - - {422)
- {14) @5 (108}
83) o] - (97}
- 1) (254) (288}
(203) {B0) (65) (328}
{1.283) {1,119) [ 2,816}
(207 (207) (284} [LLE]
- 24 94 118
(152) 27 41) (166)
(317 {14) (88) 417
(11,727 16,126) {6,326} [23,175)
- (2,175) (4,500) 16,675)
(1023 5,369 4177 169
472 5341 1,664 1,664

10 Toronto Street Ine.
Domgroup Ltd.

Consolidated Ending Cash Balance

of cash), excluding the Domng

P Post Relil t &

Appendix A

Notes
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b

1
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16

12
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14
15

1€

7
18
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fits Trust, wera as foliows:

7,394 4,344 1,594 1,594
31,208 24,038 17,718 17,716
39,161 34,224 20974 20,974

The accompanying notes form anintegral part of this statement.
Unaudited - Preparad from Information provided by the Applicants and Noh-Applicants

Refer to Terms of Reference



Appendix A

Hollinger Inc., 4322525 Canada Inc., Sugra Limited
Notes to the Applicants’ Statement of Receipts and Disbursements
August 1,2007 to February 28, 2011 '

Background

Since prior to filing, the Applicants have not conducted any active business. They are

exclusively engaged in winding up their affairs and realizing on their assets (including the claims

that are subject to the Settlements and other Litigation Assets) with a view to distributing the net

proceeds to stakeholders in accordance with their legal entitlements, all under the supervision of

this Honourable Court and in accordance with the MPSA. A copy of this Honourable Court’s
Order approving the MPSA dated May 21, 2008 is attached as Appendix D to this Seventeenth
Report.

The Applicants’ current principal activities involve:

>

the legal wind-up of its affiliates, 10 Toronto and Domgroup (including its wholly-owned
subsidiaries), to permit the recovery of the amounts owed by these affiliates to the

Applicants;
the determination of claims against the Applicants pursuant to the Applicants® Claims
Order;

investigation, pursuit and realization of the Applicants’ Litigation Assets;

the participation in an Interpleader Action and claims process initiated by Hollinger and

STMG in the Delaware Superior Court to determine entitlement to insurance proceeds;

matters relating to the preservation of the records of Hollinger pursuant to Court orders

made in the proceedings which involved the appointment of the Inspector; and

when appropriate, the distribution of the Applicants’ assets to stakeholders, subject to this
Honourable Court’s approval, possibly, but not necessarily, by way of a plan of

arrangement,

Unaudited — Prepared from information provided by the Applicants and the Non-Applicants
Refer to Terms of Reference
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Throughout these procéc_dings, the Monitor has regularly delivered communications and court
reports that are available on its website (www.ey.com/ca/hollinger) containing the Applicants’
statements of receipts and disbursements, cash projections and periodic updates on any material

activities and initiatives undertaken, including those of the Non-Applicant subsidiaries.

For presentation purposes, the Monitor has divided these proceedings into the following three

main time periods:

> from August 1, 2007 until the MPSA was approved by an order of this Honourable Court
(i.e. May 21, 2008);

> from May 22, 2008 until STMG filed for protection under Chapter 11 of the
U.S. Bankruptcy Code (i.e. March 31, 2009); and

> from April 1, 2009 to present, during which time the Applicants have been principally
engaged in the pursuit of the Litigation Assets.

A full description of the activities during each of the three periods is contained in the

Seventeenth Report of the Monitor.
Cash Balances

1. Cash Balances are shown in the Applicants’ Statement of Receipts and Disbursements
thousands of Canadian dollars and exclude approximately $0.6 miliion held in trust by
Aird & Berlis LLP for the officers' indemnity trust. The Opening Cash Balance includes
approximately $0.6 million held in a bank account in the name of Holcay Holdings, a

wholly-owned subsidiary of Hollinger Inc.
Receipts

2. Sale of Assets consists primarily of the payment in full of the promissory note of US $4.2
million, issued by Cayman Islands Free Press in favour of Holcay Holdings Ltd. As a
condition of sale of Holcay's investment in Cayman Islands Free Press, and a US $1.0

million dividend payment from Cayman Islands Free Press,

3. Other Receipts consist primarily of a payment received from the Ravelston Corporation
Limited, ("RCL") relating to Hollinger’s portion of the remaining proceeds from the
settlement by RCL with CanWest Global Communications Corp. Pursuant to this



3.

Honourable Court’s Order, dated March 26, 2009, STMG is required to share all
proceeds from this settlement equally with Hollinger. In addition, Other Receipts include
the return of unclaimed dividends that were held by Computershare Investment Trust
from dividends that were declared and issued by Hollinger well before the

commencement of these proceedings.

4. Inter-company Accounts Receivable (Payable) to 10 Toronto consist of the net inter-

company receipts from 10 Toronto on account of its indebtedness to the Applicants.

3. Inter-company Accounts Receivable (Payable) to Dorﬁgroup primarily consist of the net
inter-company receipts from Domgroup on account of its net indebtedness to the
Applicants, offset by the payment of interest on account of draws made on the debtor-in-
possession ("DIP") facility between Domgroup and Hollinger, pursuant to an Order of
this Honourable Court dated May 27, 2010 and amended on December 15, 2010. As
previously reported, during the week ended October 5, 2007, Holcay Holdings repaid in

full its $1.7 million inter-company amounts owing to Domgroup.

6. DIP Borrowings represent borrowings on the DIP facility between Domgroup and
Hollinger in accordance with the Order dated May 27, 2010 and amended on
December 15, 2010.

Disbursements

All amounts include GST and HST, as applicable. Due to the tax status of the

Applicants, they are not eligible for any reimbursement of these taxes.

7. Payroll & Benefits represent a reimbursement to 10 Toronte by Hollinger for 50% of the
total employee related costs of 10 Toronto, including payroll, benefits and severance

costs.

8. Directors Fees and D&O Insurance represent the payments to former members of the
board of directors of Hollinger for services performed and the purchase of a run-off

insurance policy.

9. General Corporate and Litigation Lega! Fees represent fees paid to date on account of

general corporate and litigation services. The Applicants were involved in a number of



10.

11.

12.

13,

14.
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legal initiatives both prior to August 1, 2007 and subsequent to filing. The legal

initiatives included but were not limited to:

> the CCAA and Chapter 15 proceedings, including preparing for mediations and

the Chapter 15 adequate protection motions;
the changes to the STMG board;
advice to the Applicants’ board of directors;

matters related to on-going criminal proceedings in Hlinois;

Y V ¥V V¥

matters related to claims by the Securities and Exchange Commission of the

United States;

> pursuit of the Litigation Assets, including the mediations and the Settlement
approval process for the Torys Seitlement and KPMG Settlement and the fees and

disbursements incurred by the Litigation Trustee; and

» Ontario Securities Commission (“OSC”) proceedings and compliance with

provincial securities law.

Chapter 15 Legal Fees reflect the legal fees associated with the Chapter 15 filing and

certain other US legal issues.

Legal fees for Weil, Gotshall & Manges LLLP are presented net of a retainer refund of
$123,000 which was provided in March 2009.

CCAA Legal Fees reflect the legal fees of the Applicants' counsel.

CCAA Monitor Fees reflect the fees and disbursements of the Monitor and of both its

Canadian and U.S. counsel.

Ernst & Young Inc. (Inspector) consist of the fees and costs of Ernst and Young Inc. in
its capacity as Court-Appointed Inspector relating to dealing with documents of the
Applicants under the custody and control of the Inspector pursuant to paragraph 9 of this
Honourable Court’s Order dated December 15, 2006, a copy of which is attached as
Appendix B to this Seventeenth Report.
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Nash Consulting disbursements relate to the fees and costs of a firm engaged by the
Applicants to catalogue and administer their records pursuant to Court orders made in the

proceedings which involved the appointment of the Inspector.

Contractor Fees represent fees paid to external contractors for services rendered to the
Applicants, including the former CEQO and the current CRO. In accordance with the terms
of the MPSA that were approved by an Order of this Honourable Court dated May 21,
2008, BlueTree Advisors Inc., an entity controlled by William Aziz, CA, was appointed
as the CRO of the Applicants and an officer of the Court in consideration of a monthly
fee of $65,000, plus GST as applicable and reimbursement of reasonable expenses. All
monthly work fees payable under Hollinger’s consulting agreement with VC & Co
Incorporated, an entity controlled by G. Wesley Voorheis, the former CEO of the
Applicants, were suspended pursuant to the MPSA. Mr. Voorheis resigned as an officer
and director of the Applicants effective as of May 21, 2008. The provisions of the MPSA
deferred a fee payable pursuant to this consulting agreement, to be paid depending on the
returns to be potentially realized on the Litigation Assets as a result of actions undertaken

or threatened by the Litigation Trustee,

No additional fees have been paid by the Non-Applicants to the former CEO and CRO
since August 1, 2007. The fees paid by the Applicants to the former CEO and the CRO
have not yet been allocated by Hollinger to the Non-Applicants.

The Applicants’ financial advisor, BMO Nesbitt Burns Inc. (“BMO”), provided financial
advice and analysis to the Applicants. BMO’s fees were protected under the
Administration Charge in the Initial Order, as amended. BMO’s engagement agreement
provided for success fees payable in respect of various events and transactions, past and
future. The Applicants and BMO, in consultation with counsel for STMG and DK, agreed
to resolve the outstanding amount owed to BMO with a payment of $1 million as a full
and final settlement of all transaction fees owing under the BMO engagement letter. The
payment to BMO was approved by an Order of this Honourable Court dated
November 26, 2008

Finance, Tax Administration and Financial Advisor Fees represent payments to various

professionals including Hollinger’s auditors, financial advisor, and transfer agent.
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20.

21,

22.
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Financial, Tax, Administration and Financial Advisor Fees also include a reimbursement
to 10 Toronto for the Applicant's portion of advisor fees incurred and paid by 10 Toronto.
For the period from August 1, 2007 to May 21, 2008 inclusive, BlueTree Advisors Inc.,
an entity controlled by William Aziz, CA, acted as CFO of the Applicants. The fees paid
by the Applicants to the former CFO have not yet been allocated by Hellinger to the Non-
Applicants.

Operating Costs related to premises represent the Applicants’ portion of costs for leases

payments and operating costs shared with the Non-Applicants.
Taxes include the receipt of certain tax refunds.

Foreign Exchange represents the effect of translating the Applicants' US dollar cash-

balances into Canadian dollars.

Other disbursements include sundry expenses including computer support, TSX fees and

other disbursements.

Distributions to creditors represent the various priority distributions as contemplated in

the MPSA and approved by an Order from this Honourable Court dated May 21, 2008.
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FROM

(MON)DEC 18 2008 16:23/ST. 16:22/Mo. 6800049839 P 2

AT |
Court File No. 04-CL-544]
ONITARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE ) |§ DAY, THE
MR. JUSTICE COLIN CAMPRBELL ) DAY OF DECEMBER, 2006
INTHE MATTER OF Hollinger Inc,, 2 corporation

incorporated under the Laws of Canada; and

BETWEEN

CATALYST FUND GENERAL PARTNER I INC.
Applicant

- and -~

HOLLINGER INC.

Respondent

APPLICATION UNDER section 229 of the Canada Business

Corporations Act,R.8.C. 1985, ¢, C-44, as amended
ORDER

THIS MOTION, made by Emst & Young Inc. in s capacity as Tnspector appointed
pursuant to the Endorsement of this Court dated Octaber 26, 2004 and the Orders of this Court
dated October 13, 2004 and December 2, 2004 (the “Inspection Order™), for an Order approving
the Inspector’s work plan as set out in the Eleventh Report and providing the Inspector with

Directions was heard this day at 330 University Avenue, Toronto, Ontario,



FROM (MON}DEC 18 2006 16:28/8T. 18:22/No. 6800049839 P 3

- 3 3 |l. .2-

ON READING the Notice of Motion and the Eleventh Report of the Inspector and upon
hearing submissions of counsel to the Inspector, the Applicant and the Respondent and other

interested parties,

AND UPON this Court being satisfied that the Inspector has fulfilled its duties and

obligations as set oul in the Inspection Order and subsequent Orders of this Court to date,

L. THIS COURT ORDERS that capitalized terms not defined in this Order shall have the

meanings set out in the Inspection Order.

2, THIS COURT ORDERS that the Inspector has fulfilled its duti es and obligations as set

out in the Inspection Order and subsequent Orders of this Court.

3. THIS COURT ORDERS that the Inspector’s activities and reports to this Court fo date

are hereby approved

4, THIS COURY ORDERS that the Inspector is hereby discharged with respect to any
further dutics under the Inspection Order and subsequent Orders of this Court to date, except for

those duties as set out herein and in any further Orders of this Court.

5, THIS COURT ORDERS that paragraphs 1, 2, 3, 5 and 7 of the December 2, 2004 Order

of this Court shall remain in full force and effect.

6. THIS COURT ORDERS that the procedure for final approval of the Inspector Group

Accounts shall continue to be the procedure in paragraph 7 of the December 2, 2004 Order of

this Court,



FROM

(MOW) DEC 18 2006 16:23/ST. 16:22/Ne. 6800049839 P 4

- _3_

7. THIS COURT ORDERS AND DECLARES that the accounts of the Inspector Group
delivered to date pursuant to paragraph 7 of the December 2, 2004 Order have been finally

approved in accordance therewith,

g THIS COURT ORDERS that the March 8, 2005 Order with respect to the retainer of

Searchlight Systems Ltd. shall remain in full force and effect,

9. ~ THIS COURT ORDERS that the Inspector shall continue to hold in its possession, and
perform the duties related to the documents and electronic records which have been delivered up
to the Inspector by Related Parties and other parties pursuant to the Inspection Order or by
agreement of the parties, as more particularly delineated in paragraphs 78 of the Eleventh Report

of the Inspector, until further Order of this Court,

10. THIS COURT ORDERS that the Inspector’s duties and responsibilities shall be limited

to the work plan as approved by this Order, subject to further Order of this court,

el Mﬂkmmjﬁﬂ penccliy,

-
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FROM

~

CATALYST FUND GENERAL PARTNER [ INC. V. HOLLINGER INC.

Court File No. 04-CL-5441

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

PROCEEDING COMMENCED AT TORONTO

IN THE MATTER OF Hollinger Inc., 2 corporation

incorporated under the Laws of Canada

ORDER

LENCZNER SLAGHT ROYCE
SMITH GRIFFIN LLP

RBarristers

Swuite 2600

130 Adelaide Street West

Toronto, Ontario

M5H 3PS

Peter H. Griffin (19527Q) 265-2821
Monique Jilesen (43092W) 865-2026
Tel : (416) 865-9500

Fax: (416) 865-5010

Solicitors for the Inspector
.Emst & Young Inc.
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FROM

CATALYST FUND GENERAL PARTNER I INC.

e

HOLLINGER INC.

W@w _wgu . Court File No. 04-CL-5441

)

A

: \rm,\tm\.\w .T?pm\(nvn@rlt
Clnn® e AT

f

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

PROCEEDING no%amznmvmﬁ TORONTO
N THE MATTER OF Hollinger Inc., 2 corporation
incorporated under the Laws of Canada

|

MOTION RECORD OF THE INSPECTOR

[MOTION RETURNABLE DECEMBER 15, 2006]

. i

LENCZNER SLAGHT ROYCE

SMITH GRIFFIN LLP
Barristers e m
Suite 2600 ;
130 Adelaide Street West
Toronto, Ontaric H
MSH 3P5

Peter H. Griffin (19527Q) 8652621

Monique Jilesen (43092W) 865-2926
Tel: (416) 865-9500 _ﬁ
Fax: (416) 865-9010 3

Solicitors for the Inspector
Ernst & Young Inc.
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Hollinger Inc. Initiates Changes to Sun-Times Media Group, Inc. Board of Directors
and Makes Application For Court Supervised Restructuring

TORONTO, Ontario, August 1, 2007 — Hollinger Inc. ("Hollinger") (TSX:HLG.C)
(TSX:HLG.PR.B) announced today that, on July 31, 2007, Hollinger, as the holder of a majority
in voting interest of the common stock of Sun-Times Media Group, Inc. ("Sun-Times"),
delivered a written consent in lieu of a meeting to Sun<Times adopting resolutions that
(i) removed three current directors from the Sun-Times Board of Directors, (ii) increased the size
of the Sun-Times Board of Directors to eleven directors and (iti) elected each of William E.
Agziz, Brent D. Baird, Albrecht Bellstedt, Peter Dey, Edward C. Hannah and G. Wesley Voorheis
as directors to the Sun-Times Board of Directors.

G. Wesley Voorheis, the CEO of Hollinger, said, "The concerns we expressed in our June 11,
2007 letter to Sun-Times remain, and have been heightened as the value of Sun-Times" shares
continues to decline. We have always believed that Sun-Times should implement a formal
strategic process to enhance value for all Sun-Times shareholders. The actions we have taken
are consistent with this."

Mr. Voorheis added, "As we have said before, we do not intend to interfere in any way with the
mandate of the Special Committee of the Sun-Times Board of Directors, which will deal with the
claims between Sun-Times and Hollinger, or the Special Monitor, Mr. Richard Breeden. We
have not removed any of the members of the Special Committee. We are committed to working
with the Special Committee and the entire Board of Directors, as well as Mr. Breeden."

Mr. Voorheis noted, "Hollinger intends to immediately engage in a formal process, in
consultation with other Sun-Times sharecholders, to identify other qualified directors to join the
Sun-Times Board of Directors in addition to or in lieu of those elected on July 31, 2007."

"Our interests," Mr. Voorheis explained, "as the largest shareholder of Sun-Times are aligned
with the interests of all of Sun-Times shareholders. We will work very hard to improve the value
of Sun-Times for all shareholders."

Hollinger Makes Application For Court Supervised Restructuring

" Hollinger also announced today that it, together with two of its Canadian subsidiaries 4322525
Canada Inc. and Sugra Limited (collectively, the "Companies"), has made application for a
Court-supervised restructuring under the Companies’ Creditors Avrangement Act (Canada) and a
similar proceeding in the United States pursuant to Chapter 15 of the U.S. Bankruptcy Code.
The Companies have requested an Order of the Court that would have the effect of staying all
actions or enforcement steps that might otherwise be taken against the Companies, and provide
them with an opportunity to facilitate a restructuring of their assets and affairs.

Company Profile

Hollinger’s principal asset is its approximately 70.0% voting and 19.7% equity interest in Sun-
Times (formerly Hollinger International Inc.), a newspaper publisher with assets which include
the Chicage Sun-Times and a large number of community newspapers in the Chicago area.
Further information can be obtained at www.hollingerinc.com.



CONTACT INFORMATION
Media contacts:

G. Wesley Voorheis

Chief Executive Officer
(416) 363-8721 ext. 237
wvoorheis@hollingerinc.com

William E. Aziz

Chief Financial Officer
(416) 363-8721 ext. 262
baziz@hollingerinc.com
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Court File No. 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
TEE HONOURABLE ")  WEDNESDAY, THE
)
MR. JUSTICE CAMPBELL ) 21 DAY OF MAY, 2008

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT,R.8.C. 1985, c. 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 LIMITED
Applicants

ORDER
(Approval of Multi-Party Settlement and Cost Redunction / Asset Enhancement Program)

THESE MOTIONS, made by Hollinger Inc. (“Hollinger™), 4322525 Canada Inc, (432”)
and Sugra Limited (the “Applicants”), and by Sun-Times Media Group, Inc. (“STMG™) for an Ozder
approving the terms of a settlement with STMG and Davidson Kempner Capital Management LLC
and certain of its affiliates (collectively, “DK”) and authorizing and approving the Applicants to take
steps to restructure certain of their operations and management to reduce costs and enhance asset

realizations was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion of the Applicants dated May 14, 2008, the Seventh

Report of Emst & Young Inc. in its capacity as Court-appointed Monitor of the Applicants (the



e

2.

“Monitor”), STMG’s Amended Fresh as Amended Notice of Motion dated May 15, 2008, an
unredacted version of the Multi-Party Seitlement (as defined herein) filed under seal and such other
materials as this Court may direct be filed as part of the record herein, and on hearing from counsel
for the Applicanis, STMG, DK, the Indenture Trustees (as defined herein), Conrad Black, Conrad
Black Capital Corporation, Barbara Amiel Black, Catalyst Fund General Partner I Inc., the Receiver
of the Ravelston Corporation Limited and the Monitor and on being advised that the Service List as
of May 14, 2008 was served electronically with the Applicants” Amended Notice of Motion dated
May 14, 2008 and STMG’s Amended Fresh as Amended Notice of Motion dated May 15, 2008
herein and on beirg advised that all material terms of the settlement are contained and disclosed in

the Multi-Party Settlement;

Approval of Multi-Party Settlement

1. THIS COURT ORDERS that the agreement among the Applicants, STMG and DK, a
redacted version of which is annexed as Schedule “A” hereio (the “Multi-Party Settlement™) and all
transactions, actions and activities contemplated therein (the “Settlement Steps™), are hereby
approved, the execution of the Multi-Party Settlement by the Applicants is hereby approved and
ratified and the Applicants and the other parties thereto are hereby authorized and directed to carry
out each of the Settlement Steps, including, without limitation, authorizing the issuance of the
Additional Shares pursuant to a Consent, if necessary, and no further Order of this Court isnecessary
to give effect to any aspect of the Multi-Party Settlement. Terms not defined in this Order shall have

the meaning described in the Multi-Party Settlement.

2. THIS COURT ORDERS AND DECLARES that the Multi-Party Settlement is fair and

commenrcially reasonable.
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3. THIS COURT ORDERS AND DECLARES that the information contained in Schedule
“B” to the Multi-Party Settlement is commercially sensitive and shall be sealed pending further
Order of this Court.

4. THIS COURT ORDERS that the Multi-Party Settlement shall be binding upon and
enforceable against, and enure to the benefit of, the Applicants and any successors thereto including,
without limitation, any trustee in bankruptcy, receiver or receiver and manager in xeslnect\of any or
all of the Applicants and shall also be binding upon and enforceable against, and enure to tﬁe benefit
of, STMG, DK, Delaware Trust Company, National Association, in its capacity as collateral agent
and as frustee under the indenture dated as of March 10, 2003 with respect to the senior secured
notes issued by Hollinger (“Delaware Trust™), and HSBC Bank US A, National Association, in its

capacity as trustee under the indenture dated as of September 30, 2004 with respect to the senior
| secured notes issued by Hollinger (“HSBC?), and any other person having notice of this Order. The

aforesaid indentures are collectively referred to herein as the “Indentures™.

5. THIS COURT ORDERS AND DIRECTS Delaware Trust and HSBC (collectively, the
“Indenture Trustees™), on the one hand, and the Applicants, STMG and DK, on the other, to co-
operate with each other to facilitate the implementation of the Multi-Party Settlement insofar as it
relates to the Indenture Trustees and their collateral. In particular, Delaware Trust is hereby directed
to relinquish possession and confrol of the STMG Class B share certificates held by it as collateral
(the “Class B Certificates™) to or.at the direction of the Applicants, and in exchange to
simultaneously receive, upon issuance, from the Applicants or such other person at the direction of
the Applicants, the certificates ltepresenting the Exchanged Shares and the Additional Shares in

substitution for the Class B Certificates.
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6. THIS COURT ORDERS that, notwithstanding any other provisions of this Order, the
| provisions of'this Order and the Multi-Party Seitlement are without prejudice to the rights, if any, of
the Applicants and any other person in respect of the Class A shares of STMG currently owned by
the Applicants or any of them that are not Exchanged Shares or Additional Shares or that may be

subject to any escrow agreernent in relation to Hollinger’s Class II preference shares.

7. THIS COURT ORDERS AND DECLARES that nothing contained in this Order or in the
Multi-Party Settlement shali:

(a) affect the obligations of the Applicants to reimburse the Indenture Trustees in
accordance with the Indentures (such reimbursable amounts being referred to herein

collectively as the “Trustees’ Fees and Expenses™); or

(b)  impair or modify the liens of the Indenture Trustees pursuant to the Indentures and

any existing related agreements for payment of the Trustee’s Fees and Expenses.

8. THIS COURT ORDERS AND DIRECTS the Monitor to report to this Court when all
transactions, releases and acknowledgements of claims contemplated by the Multi-Party Settlement
to oceur on or forthwith after Court Approval have been completed or performed. The Monitor may
report upon such other matters in relation to the Multi-Party Settlement at such time or times as the

Monitor deems necessary or appropriate.

9. THIS COURT ORDERS that, without prejudice to the rights of any party pursuant to the
comeback clause of the Initial Order, the Applicants, the Monitor, STMG, DK, the CRO (defined
belbw), the Litigation Trustee or the Indenture Trustees may, at any time upon seven (7) days notice
to the Service List; return to this Court to seek directions or othér relief regarding the implementation

of the Multi-Party Settlement or any other matter arising in relation to the Multi-Party Settlement.
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10.  THIS COURT ORDERS that notwithstanding:
(a) the pendency of these proceedings or any ancillary proceedings;
(b)  abankmptey of any of the Applicants; and
(c)  the provisions of any federal or provincial statute,

none of the Multi-Party Settlement or any of the transactions contemplated thereby will be void or
voidable at the instance of creditors or claimants or their representatives, including any trustee in
bankruptcy, and do not constitute nor shall they be deemed to be settlements, fraudulent preferences,
assignments, fraudulent conveyances or other reviewable transactions under the Bankruptcy and
Insolvency Act (Canada) or any other applicable federal or provincial legislation and they do not

constitute conduct giving rise to an oppression remedy or any other cause of action. .

11. THIS COURT ORDERS that the approval of the Multi-Party Settlement, and in particular
paragraph 16 thereof, shall not vary or be deemed to vary the Order of this Court dated February 27,
2007 in STMG v. Conrad Black et al. (Court File No. 06-CL-6678) and shall be without prejudice to
the rights of the defendants in that action, Conrad M, Black, Barbara Amiel Black, Black-Amiel
Management Inc., Conrad Black Capital Corporation, 1269940 Ontario Limited and 2753421
Canada Limited to make any arguments or take any position upon any motion seeking an Order as

contemplated in paragraph 16 of the Multi-Party Settlement.
Approval‘ of Cost Reduction and Asset Enhancement Program of the Applicants
(1)  Appointment of CRO and Litigation Trustee

12. THIS COURT ORDERS that William E. Aziz shall be and is hereby appointed as an officer
of this Court to be the Chief Restructuring Officer (“CRO™) over and in respect of all property,
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assets and undertaking of the Applicants, other than the Litigation Assets, upon the terms described

herein and in the Multi-Party Settlement.

13.  THIS COURT ORDERS that justice John D. Ground (retired) is hereby appointed as an
officer of this Court to be the Litigation Trustee over and in respect of all claims and causes of action
in favour of the Applicants (collectively, the “Litigation Assets™) on the terms described herein and

in the Multi-Party Settlement.

14, THIS COURT ORDERS that the CRO and the Litigation Trustee are hereby authorized and
directed to preserve, protect and realize upon the assets of the Applicants for the benefit of the
Applicants and their creditors and other stakeholders as contemplated by the Multi-Party Settlement
including, in the case of the CRO, without limitation and if thought necessary or desirable by the
Applicants, the preparation and delivery of a plan of arrangement in respect of the Applicants as

conterplated by the Multi-Party Settlement,

15. THIS COURT ORDERS that the CRO and the Litigation Trustee are hereby empowered,
authorized and directed to do all things, carry out all actions and perform all duties described in the

‘Mulﬁ-Party Settlement and specifically:

(&) to engage and give instructions to counsel and to engage and give direction to
consultants, appraisers, agents, advisors, experts, auditors, accountants, managers
and such other persons from time totime on whatever basis either of them may agree

to assist with the exercise of their powers and duties;

(b)  ioexecute, assign, issue and endorse documents of whatever nature in respect of the

Applicants for any purpose pursuant to this Order or the Multi-Party Settlement; and
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(¢)  toinitiate, prosecute and continue the prosecution of any and all proceedings and to
defend all proceedings now pending or hereafter instituted with respect to the
Applicants or any of their property and undertaking and to settle or compromise any
such proceedings. The authority hereby conveyed shall extend to any appeals or
applications for judicilal review in respect of any order or judgment pronounced in
any such proceeding.
16. THIS COURT ORDERS that the Litigation Trustee may obtain financing in respect of the
Litigation Assets at such times, in such amounts and upon such terms as the Litigation Trustee may
consider to be appropriate after seeking direction from the Advisory Committee in accordance with

the Multi-Party Settlement.

17.  THIS COURT ORDERS that nothing herein contained shall require the CRO or the
Litigation Trustee to occupy or to take control, care, charge, possession or management (separately
and/or collectively, “Possession™) of any property, assets or undertaking of any of the Applicants
that might be environmentaily contaminated, that might be a pollutant or a contaminant or that might
cause or contribute o a spill, discharge, release or deposit of a substance contrary to any federal,
provincial or other law respecting the protection, conservation, enhancement, remediation or
rehabilitation of the environment or relating to the disposal of waste or other contamination
including, without limitation, the Canadian Envirommental Protection Act, the Ontario
Environmental Protection Act, the Ontario Watei;' Resources Act or the Ontario Occupational Health
and Safety Act and regulations thereunder (collectively, the “Environmental I egislation™), provided
however that nothing herein shall exempt the CRO or the Litigation Trustee from any duty to report
or make disclosure imposed by applicable Environmental Legislation. The Applicants are, and are
hereby declared to be, and shall remain, in Possession, occupation and control of all of their

property, assets and undertaking, subject to further Order of this Court.
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18. THIS COURT QRDERS that neither the CRO nor the Litigation Trustee shall, as a result of
this Order or anything done pursuant to their duties and powers under this Order, deem the CRO or
the Litigation Trustee to be in Possession of any property, assets or undertaking within the meaning

of any Environmental I egislation.

19.  THIS COURT ORDERS that each of the CRO and the Litigation Trustee shall incur no
liability or obligation as a result of his appointment or the carrying out of any of the provisions of
this Order, save and except for any gross negligence or any wilful misconduct on his part. The
Applicants shall indemnify and hold harmless each of the CRO and the Litigation Trustee with
respect to any liability or obligation as a result of his appointment or the fulfilling of his duties in
carrying out the provisions of this Order, save and except for any gross negligence or wilful
misconduct on his part. No action, application or other proceeding shall be commenced directly, or
by way of counterclaim, third party claim or otherwise against either the CRO or the Litigation
Trustee as a result of, or relating in any way to Iﬁs appointment, the fulfillment of his duties or the
carrying out of any Order of this Court except with leave of this Court being obtained. Notice ofany
such motion seeking leave of this Court shall be served upon the Applicants, the Monitor and the
CRO or Litigation Trustee (as the case may be) at least seven (7) days prior to the return date of any

such motion for leave.

20. THIS COURT ORDERS that the Applicants’ indemnity in favour of the CRO and the
Litigation Trustee shall survive any termination, replacement or discharge of the CRO or Litigation
Trustee. Upon any termination, replacement or discharge of the CRO or Litigation Trustee, all
claims against such officers of the Court for which leave of the Court has not already been sought

and obtained shall be, and are hereby forever discharged.
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21, THIS COURT ORDERS that, without limiting any other provision of this Order, each of
the CRO and the Litigation Trustee may from time to time apply to this Court for advice and

directions in the discharge of his powers and dnties hereunder.

22.  THIS COURT ORDERS that the Monitor, the CRO and the Litigation Trustee may report
to the Court on their activities from time to time as any of them may see fit or as this Court may

order.
(b) Monitor

23.  THIS COURT ORDERS that, in addition to its uties described in the Initial Order and the
Claims Process Order of even date herewith, the Monitor is hereby authorized to perform the
fmctions and carry out the responsibilities described herein and in the Multi-Party Settlement.
Performance of these functions and responsibilities is subject 1o the provisions of the Initial Order,

particularly paragraphs 21 through 31 thereof.
(c) Directors’ Insurance

24.  THIS COURT ORDERS that the Applicants be and are hereby authorized to purchase run-
off insurance for the officers and directors of the Applicants as described in the Monitor’s Seventh

Report.
(d)  Other Actions

25. THIS COURT RATIFIES AND APPROVES zll actions and activities of the Applicants,
including its current officers, directors and management, in authorizing any of the transactions,

actions and activities or other matters approved, authorized or directed pursuant to this Order.

203194-9



-10-

Extra-Territorial Assistance

26-. THIS COURT REQUESTS the aid and recognition of any court or any judicial, regulatory
or administrative body in any Province of Canada and any judicial, regulatory or administrative
tribunal or other court constituted pursuant.to the Parliament of Canada or the legisiature of any
province and any state, federal or other court or any judicial, regulatory or administrative body of the
United States of America to act in aid of and to assist this Court in carrying out the terms of this

Order.

booe g s,
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SCHEDULE “A”
: EXECUTION COPY

Multi-Party Settlement Term Sheet

The Applicants seek Court Approval, as described herein, of the following terms of agreement *
among the Applicants, Sun-Times Media Group, Ine. (“STMG™) and Davidson Kempner Capital
Management LLC and its affiliates listed in Schedule “A™ hereto (collectively, “DK?).

A.

1.

STMG

Upon Court Approval, the Court shall authorize and direct Hollinger, 432, STMG and
any other necessary parties to forthwith take the steps necessary to convert Hollinger’s
and 432’s existing Class B shares inte an egual number of Class A shaves (the
“Conversion”), subject to and prior to the steps described in paragraphs 2 and 3 hereof.

If STMG's stockholders are required to approve (the “Stockholder Approval™) the
issuance of the Additional Shares (as defined below), then, upon Court Approval, the
Court shall authorize Hollinger, and Hollinger shall approve the issuance of the
Additional Shares, pursuant to a stockholder written consent (the “Consent™).

If Stockholder Approval is required, as sooh as possible after the Consent Effective Date
(as defined below), Hoellinger and STMG shall effect the Conversion pursuant to the
Restated Certificate of Incorporation of STM@G, The Consent shall be effective after all
actions required by the Securities Exchange Act of 1934, as amended (the “1934 Act™),
have been taken and the issuance of the Additional Shares is permitted by the 1934 Act
(the “Consent Effective Date™). If no Stockholder Approval is required, Hollinger and
STMG shall effect the Conversion pursuant to the Restated Certificate of Incorporation of
STMG as soon as possible after Court Approval.

Forthwith after the later of (i) Court Approval and (i), if Stockholder Approval is
required, the Consent Effective Date, STMG will issue to Hollinger (or as it may dirvect)
1,499,000 additional Class A shares (the “Additional Shares”™). The number of
Additional Shares represents 10% of the nmumber of Hollinger’s and 432's existing Class
B shares,

All transactions will comply with all applicable laws and regulations and rules of
applicable stock exchanges.

Upon the later of (i) Court Approval and (i) immediately after the next annual meefing
scheduled for June 17, 2008, the six directors appointed by Hollinger to the Board of
STMG (Wes Voorheis (“Voorheis™), William Aziz (“Aziz”), Edward Hannah, Peter Dey
{*Dey™), Brent Baird (“Baird”) and Albrecht Bellstedt (“Bellstedt™)) will submit their
resignations from the board of STMG. Upon submitting their resignations, each
resigning director will receive: (a) a written confirmation from STMG that any existing
STMG indemnity will rémain in place and that such resigning director will be covered by
the STMG directors and officers insurance policy in effect from time to time on the same



10.

11.

12,

terms as may be applicable to any other current STMG direotors; and (b) reimbursement
by STMG of ail reasonable legal fees incurred by the independent directors (Dey, Baird
and Bellstedt) in respect of their tenre as directors of STMG. Upon payment of such,
fees by STMG, Hollinger will reimburse STMG for all amounts paid in respect of such
legal fees, except for US$75,000,

Upon Court Approval, Hollinger will pay to STMG the reasonable fees and costs,
including legal fees, of STMG incurred in connection with the CCAA proceedings of the
Applicants, from August I, 2007 up to and including the date of Court Approval,
However, the total amounts payable to STMG by Hollinger under this paragraph shall be
subject to-a cap of US$2 million in the aggregate.

STMG and Hollinger will cooperate to maximize the recoverable portion of the class
action insurance settlement proceeds payable to them and such proceeds shall -be
allocated so that STMG receives 35% of such proceeds, and Hollinger receives 15% of
such proceeds,

Hollinger and STMG agree to divide their respective recoveries from. the insolvency
proceeding of Ravelston equally as between them.

The following claims of STMG shall be allowed as unsecured claims against the
Applicants (the “STMG Allowed Claims”) in the amounts indicated below, subject to
confirmation of the calculations of the quantum of such claims by the Monitor:

(a) a claim in respect of the promissory note executed by 4322525 Canada Imc.
(“432) in the amount of US $40,545,974;

(b)  all claims for confribution and indemnity STMG has or may assert against
Hollinger in the amount of US$28,663,588; and

(¢)  aclaim for the ajrcrafi lease settiement in the amount of CDN$1,281,941.

Other than the STMG Allowed Claims, 2l other claims of STMG and s subsidiaries
against the Applicants or any of their other subsidiaries, and a1l clalms of the Applicants
and their subsidiaries against STMG and its subsidiaties, shall be released upon Court
Approval. The Applicants agree, in connection with. their release of STMG, that they
will not seek contribution, indemnification, reimbursement or any other form of claims
over from Torys LLP or any of ifs predecessor or successor partnerships, E. David Radler
or North American Newspapers Lid, for any consideration paid or payable by any of the
Applicants to STMG under this Terin Sheet. For greater certainty, nothing contained in
this paragraph shall limit or otherwise compromise in any manner, the Applicants® dght
to pursue or continue o pursue those named parties for any claims whatsoever, save and
except only in respect of consideration paid or payable by the Applicants to STMG under
this Term. Sheet.

The total recoveries of STMG under the STMG Allowed Claims shall be capped at a
maximum, of US$1S million (the “STMG Cap”). After receipt of the STMG Cap, the

2.



13.

14,

15.

16.

17.

balance of the STMG Allowed Claims will be assigned to the Applicanis for the benefit
of the Applicants’ other general unsecured creditors,

Upon STMG 1eceiving distributions in the aggregate amount of US$7.5 million in respect
of the STMG Aliowed Claims (after giving effect to any valid and effective
subordination regarding distributions under the 432 promissory note referred to in
paragraph 10(z) above, if any), fifty percent (50%) of all distributions thereafier payable
to STMG in respect of the STMG Allowed Claims shall be assigned to the Applicants,

Prior o any agreement in respect of the terms contained herein, STMG will ensure that
nothing herein or in any plan of arrangement (the “Plan®) of the AppHcants, if any, giving
effect to the terms hereof or in the implementation of any such Plan will:

&) cause the Rights (as defined in the STMG rights plan) to become exercisable;

(b)  cause any Person (as defined in the STMG rights plan) to became an Acquiring
Person (as defined in the STMG rights plan); or

(¢)  trigger the application of the STMG rights plan.

STMG will continue with its independent examination of all strategic alternatives
available to STMG,

Subject to the ferms of any existing court orders or agreements pursuant to which the
Applicants may be restricted, the Applicants will support the making of an order
providing STMG with equal rights in respect of the Applicants® Mareva injunction
against Conrad Black and Barbara Amie] Black, STMG shall be permitted to reserve its
right as to whether to seek such an oxder,

DK

(@) Forthwith after Court Approval, the Class A shares of STMG resulting from the
Conversion (the “Exchanged Shares”), plus the Additional Shares, beitig 10% of the
number of Hollinger’s and 432’s existing Class B shares, when issued shall be voted by
the indenture trustees for the benefit of and at the direction of noteholders in the manner

.contemplated by the indentures wp to that number of shares that is equal to or less than

19.995% of the aggregate number of STMG Class A. shares then outstanding rounded
down to the nearest whole share, The indenture trustees, for the benefit of the
noteholders, may thereupon exercise ail voting or other rights associated with the
Exchanged Shares and the Additiona]l Shares when issued subject to the limitation
referred fo in the immediately preceding sentence and subject to the rights and at the
direction of the noteholders in the manner contemplated by the indentures (provided that
any shares of the Applicants shall not be voted other than in favour of the election of the
directors described in Schedule “C” hereto and other resolutions proposed by STMG at
the next annual meeting of sharcholders scheduled to occur on or about June 17, 2008
and thereafter without resiriction) and may dispose of or otherwise realize upon such
shares in any commercially reasonable manner and subject to the applicable law and as
directed by the noteholders in a ranner contemplated by the indentures (provided that
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18.

any such disposition or realization shall not be considered part of any Plan for the
pusposes of paragraph 14 hereof). The Applicants shall provide proxies and do such acts
and things as will facilitate such rights.

()  The Conversion and the issuance of the Additional Shares shall be subject to a
registration rights agreement, to be nsgotiated among DK, the Applicants and STMG, all
acting reasonably (the “Registration Rights Agreement””) forthwith after Court Approval.
In all events, such Registration Rights Agreement shall inelude a provision with respect
to payment of fees connected with any such registration, and shall include 2 provision
pemmitting STMG to postpone the filing of a registration statement or its efforts to cause
such registration statement to become effective if at the time the right to delay is
exercised by STMG it shall determine in good faith that such offering would interfere
with any acquisition, financing or other transaction that STMG is actively pursuing and is
material to STMG or would involve initial or continuing disclosure obligations that
would not be in the best interests of STMG.

() Upon being paid in full, all principal, inferest and costs and other amounts,
payable under the indentures), the indenture trustees will rernit any remaining shares and
any surplus proceeds to Hollinger and 432.

(@ Subject only 1o a reasonable reserve for (i) administrative costs (including any
applicable legal fees, advisor fees and any other costs secured by the Administration
Charge and also including a reserve to pay the reasonable costs, fees and expenses in
respect of DK’s post-Court Approval role as described herein) and (ii) disputed claims,
such reserves to be determined by the CRO (as defined in the STMG Term Sheet) and the
Monitor, both acting reasonably (and subject to their right to seek directions from the
Court), and in consultation with DK and STMG, and subject to the segregated fimds
described below, all other cash and realizable proceeds of the Applicants (inchuding the
15% share of the insurance seitlement proceeds referred to herein) and the non-applicant
subsidiaries of the Applicants (other than STMG and its subsidiaries) shall be distributed
as efficiently as reasonably possible to the creditors who have proved claims in
accordance ‘with the claims process for each of the Applicants. Distributions will be
determined and made on a non-consolidated basis giving effect to inter-company claims
but including only 50% of a claim by 432 against Hollinger in the amoumt of
approximately CDN$342.5 million and subject to the following payments in the priority
specified below;

6] firstly, to pay a transaction fee to DK in consideration of its agreement to
the terms hereof of CDN$1.5 million;

(i) secondly, to pay the reasomable fees and disbursements, including
reasonable legal fees and disbursements, of the indenture trustees up to and
including Court Approval; and

{lif) thirdly, to pay the reasonable iegal fees and disbursements of DK up io
and including Court Approval;



provided that the fotal amount available to fund items (i) through (jif) hereof shall
not exceed CDN34,500,000. The priority payments described herein will not
affect the timing or amount of the payment to STMG described in paragraph 7
herein.

(b)  The Applicants will acknowledge claims owing by 432 and also by
Hollinger to the indenture trustees in the full amount of the principal, interest and
costs owing under the two debentures dated March 10, 2003 and September 30,
2004, the amount of which is estimated to be US$103,235,062 as of December
31, 2007, These claims will continue to accrue interest (muless and until the
Applicants become bankrupt) in accordance with the debentures at the contractual
rate until paid in full. The claims will be reduced only by distibutions received
by the indenture trustees from the estates of the Applicants and by amounts
actually received from or in respect of the Exchanged Shares and the Additional
Shares,

(¢)  The Monitor and the CRO, with periodic reports as requested (acting
reasonably) and at least monthly to DK and STMG, will work to resolve and
determine all disputed claims as efficiently as reasonably possible. The Monitor
and the CRO will seek the input of DK and STMG before allowing any claims
against the Applicants (other thar the claims of STMG and the indenture trustees
acknowledged herein), The Monitor and the CRO, in consultation with. DX, and
STMG, will provide estimates of the met recovery to creditors based on the
“waterfall” analysis of the Monitor and the information now known regarding the
claims of all creditors (including the claims of STMG allowed under the STMG
Term Sheet), such estimate fo be updated after the claims bar dates for the
Applicents and for the non-applicant subsidiaries as described herein.

(d)  STMG will acknowledge that its claim against 432 in respect of the 432
Ioan is subordinated to and in favour of the claims of the indenture trustee for and
in respect of only the senior bonds against 432.

DK agrees to:
(8)  withdraw its motion seeking the bankrupteies of the Applicants; and

"(b)  support Court approvel in the Applicants® CCAA. proceeding (“Court Approval®)
consisting of: (i) approval of this agreement and (ii) approval of the other relief
sought by the Applicants in their Notice of Motion dated April 10, 2008 to the
extent not invonsistent with the terms described herein.

General Conditions
A standard CCAA claims process shall be implemented immediately for all claims

against the Applicants, except claims against the Applicants by their subsidiaries (other
than STMG and its subsidiasies).



21,

22,

23,

24,

26.

27.

28.

29,

A subsequent claims process shall be implemented in respect of the non-Applicant
subsidiaries of the Applicants to ensure that all creditors of those subsidiaries are
identified prior to the asset consolidation herein contemplated,

The Applicants, in consultation with the Monitor, shall prepare & plan to accumnlate at
Hollinger, on a tax-effective basis, all assets of the non-Applicant subsidiarics of the
Applicants (other than STMG and its subsidiaries) after payment of all, claims of creditors
of such subsidiaries.

The Applicants agree to work with the Monitor, in consultation with DK and STMG (and
subject to the right of all parties to seek directions from the Cout), to realize upon any
assets of the Applicants and the non-applicant subsidiaries (other than the cash, the
Exchanged Shares, the Additional Shares and the Litigation Assets described herein) with
a view to distributing net proceeds thereof as efficiently as reasonably possible and to
provide the necessary proxies. In partioular, the Applicants will consider making such
distributions pursuant to periodic Court orders in the CCAA proceedings as opposed to
incurring the costs associated with formalizing and approving a Plan.

The form and content of any Plan, if necessary or advisable to implerpent the ters
hereof, as it relates to STMG shall be satisfactory to STMG, acting reasonably and, as it
relates to DK and the indenturs trustees, shall be satisfactory to DK, acting reasonably,

All steps and transactions described herein that are to occur upon Cowrt Approval are
intended to take place simultaneously, and the parties shall co-operate with each other to
coordinate the timing of the effectiveness of such steps and transactions.

The information contained in Schedules “B” and “C” hereof is confidential and
commercially sensitive, The parties agree t0 seek an order sealing: Schedule “B~,
pending firther order of the Court, and Schedule “C”, uniti! such time as the information
contained therein is diselosed by STMG, and agree that Schedules “B” and “C” will be
redacted from any publicly disclosed materials.

Corporate Governance

Aziz, or an entity conirolled by him, shall be appointed forthwith by the Court Approval
order as the chief restructuring officer (the “CRO™) of the Applicants and an officer of
the Court in consideration of a monthly seiary of $65,000, payable in advance, plus GST
as applicable and reimbursement of reasonable expenses. Such engagement shall be on a
month-to-month basis and may be terminated by Aziz upon 30 dzys’ prior written notice,

The CRO shell be responsible, among other things, for developing and implementing the
asset consolidation and repamiation plan and assisting the Monitor with the claims
process.

The board of directors of Hollinger shall be reduced as soon as possible to a maximum of
three persons.



30.

31.

32.

33,

34.
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37.

V!

Upon Court Approval, Hollinger and Voorheis will agree to suspend payment of all
monthly work fees payable under Hollinger’s consulting agreement with Voorheis or any
entity controlled by him and Voorheis shall resign as an officer and director of the
Applicants or any subsidiary.

In accordance with the engagement letter between Hollinger and BMO Nesbitt Buras Inc,
(“BMO”), dated June 15, 2007, payment of all monthly work fees payable to BMO
ceased in February 2008.

Litigation Assets

As part of the Court Approval order, justice John D. Ground shall be appointed as an
officer of the Court to perform the role of litigation frustes (the “Litigation Trustee”) of
all claims and causes of action in favour of the Applicants (the “Litigation Assets™) on
such terms as may be agreed between the Applicants and justice Ground and subject to
approval by the Court. '

The Litigation Trustee will supervise, control and administer all aspects of the Litigation
Assets of the Applicants, in consuitation with the Applicants and subject to monitoring by
flae Mounitor and supervision by the Court,

The Litigation Trmstee may, if be considers it necessary or advisable, retain the services
of Voorheis or an entity controlled by him ox an howrly basis to provide assistance or
advice in respect of the Litigation Assets,

The Litigation Trustee will be responsible for administering the Litigation Assets
efficiently and in a cost-effective manner with a view to maximizing the net retorn, after
costs, from the Litigation Assets to the Applicants -and their creditors and other
stekeholders and shall provide periodic reports to the Advisory Committee (as defined
herein) and such other reporfs as may be requested by any member of the Advisory
Committes, acting reasonably.

An, advisory committes shall be established o provide advice and direction to the
Litigation Trustee (the “Advisory Committee™) comprised of one nominge of DX, one
representative of the Applicants (other than Wes Voorheis) and the Litigation Trustee.
The Litigation Trustee shall act in accordance with any majority decision of the Advisory
Committee. For greater certainty, in the event of any disagreement as bstwesn the
representative of DK and the representative of the Applicants, the Litigation Trustes shall
have a deciding vote,

- The nominee of DK to the Advisory Comruittee shall not receive any remumeration for so

acting other than as specified below. The representative of the Applicants shail be a
senior Canadian litigation counsel and shall be paid at his or her usual houtly rate by the
Applicants. At the option of DK, its nominee may receive compensation on an
equivalent basis to that of the representative of the Applicants. All members of the
Advisory Commiitee shall be inderonified in zespect of any claims made against thern in
such capacity excepting only claims arising from their wilful misconduct or gross
negligence,
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38.

39.

40.

41,

42,

The Litigation Trustee will supervise and administer the Litigation Assels on a day-io-
day basis, including giving direction to counssl, The Litigation Trustee will seek such
direction from the Advisory Committee as he desms necessary or appropriate, but, in
particular, the Titigation Trustee will seck direction from the Advis ory Committee with
respect to lifigation stategy, financing (if any) for the Litigation Assets, whether to
accept or make any setflement offer and the use of proceeds of any settlement,

The amount described in Schedule “B” hersto shall be segregated from the general cash
assets of the Applicants and used exclusively for the purpose of funding the
adminjstration of the Litigation Assets. Payment of any amount payable fo My, Wes
Voorheis shall be made as contemplated in Schedule “B”,

The Litigation Trustee will be responsible for administering the Litigation Assets
efficiently and in a cost effective manner with 2 view to maximizing the net retarn, after
costs, from the Litigation Assets to the Applicants and their creditors and other
stakeholders.

Representatives of DK and Hollinger will hold all information received by them as
members of the Advisory Committee in strict confidence pursuant t¢ a form of
confidentiality agreement acceptable to Hollinger, the Litigation Trustee and such.
representatives, all acting reasonably.

DK or Hollinger may apply to Court at any time to seek such changes fo the provisions of
the order appointing the Litigation Trustee as either of them may deem necessary or
appropriate.

Subject to Court Approval being obtained to the terms hereof, pursuant to an Order in form and
content satisfactory to the parties, for consideration received, each of undersigned agrees to
the above as evidenced by their respective signatures as of this _/4*“Hay of May, 2008. This
agreement may be signed in counterparts and delivered by electronic transmission,

HOLLINGER INC., SUGRA LIMITED and
4322525 CANADA INC,

Por:

lpsd__

(I have authority to bind each of the corporations)



DAVIDSON KEMPNER CAPITAL -
MANAGEMENT LLC on its own behialf and
on behalf of the affiliates listed in Schedule
“A” hereto (collectively, “DE™)

Per:

Per: -

('We have anthority to bind the entities
collectively referred to ag “DE)



o o

SON IS MEBYA (B OUP, I

Per:

Per:
{I/We have autherity to bind the eorporation)

DAVIDSON KEMPNER CAPITAYL
MANAGEMENT LLC on its own behalf and
on behalf of the affiliates listed in Schedule
“A* herefo {collectively, *DE™

Per: A”*

Pers

(I/%e have authority to bind the entitfes
collectively referred to as “DX™) RS



Schedule “A”

MH Davidson Co.
Davidson Kemprer International Limited
Davidson Kempner Institutional Partners

Davidson Kempner Pariners
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Schedule “B*

REDACTED AND SEALED
PURSUANT TO COURT ORDER

DATED MAY 21,2008



Schedule “C*

The directors to be proposed for election at the annmal general meeting of shareholders of
STMG to be held on June 17, 2008 are the following, which, for greater clarity, are all of
the current directors of STMG. The six directors referred to in paragraph 6 of the Multi-
Party Settlement Term Sheet will, notwithstanding any such election, resign in
accerdance with paragraph 6 of the Multi-Party Settlement Term Sheet.

The Hon, Raymond G.H. Seitz
William Aziz

Brent D. Baird

Albrecht W. A, Bellstedt Q.C.
Herbert A. Denton

Peter Dey

Cyrus F, Freidheim, Jr.
Edward Hannah

Gordon A. Paris

Graham W, Savage

G. Wesley Voorheis
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APPENDIX E



IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

)
In re: ) Chapter 11
)
SUN-TIMES MEDIA GROUP, INC,, etal,! ) CaseNo. 09- “DQZ( )
)
Debtors. ) Joint Administration Requested
)

DECLARATION OF JAMES D. MCDONOUGH
IN SUPPORT OF FIRST DAY MOTIONS

I, James D. McDonough, hereby declare under penalty of perjury:

1. I am the Senior Vice President, Chief Administrative Officer, General Counsel
and Secretary of Sun-Times Media Group, Inc., a corporation organized under the laws ofthe
State of Delaware and one of the above captioned debtors and debtors in possession
{collectively, the “Debtors,” and together with the Debtors’ non-debtor subsidiaries, the
“Company”). In this capacity, I am generally familiar with the Debtors’ day-to-day operations,
business and financial affairs, and books and records. Iam over the age of 18 and am competent

to testify. I have been employed by the Debtors since January 3, 2005.

1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification
number, are: Sun-Times Media Group, Inc. (8892); American Publishing (1991) LLC (9303); American
Publishing Company LLC (5797); American Publishing Management Services, Inc. (7433); APAC-95
Oklahoma Holdings, Inc. (1123); Centerstage Media, LLC (1160); Chicago Group Acquisition LLC (4250);
Chicago Sun-Times Features, Inc. (9928); Chicago Sun-Times LLC (7749); Digital Chicago Inc. (0626); Fox
Valley Publications LLC (2434); HGP, Partuership (4292); HIPI (2002) Inc. (3946); Hollinger Australian
Holdings Limited (3321); Hollinger International Publishing Inc. (0603); HTH Benholdco LLC (8274); HTH
Holdings Inc. (8275); HTNM LLC (0714); HTPC Corporation (9332); LHAT Corporation (8117); Meridian
Star, Ine. (3390); Midwest Suburban Publishing, Inc. (1455); Northern Miner U.S.A., Inc. (5174); Oklahoma
Airplane LLC (1123); Pioneer Newspapers Inc. (0502); Reach Chicago LLC (4252); Sun Telemarketing LLC
(8780); Sun-Times Distribution Systems, Inc. {9838); Sun-Times PRD Inc. (8118); TAHL (2002) Inc. (3945);
The Johnstown Tribune Publishing Company (7927); The Post-Tribune Company LLC (7370); The Red Streak
Holdings Company (9358); The Sun-Times Company (7751); XSTMHoldings LLC (9284). The location of the
Debtors® corporate headquarters and the service address for all Debtors is: 350 N. Crleans St., Floor 10-8,
Chicago, IL, 60654.
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2. I am authorized by the Debtors to submit this Declaration in support of the
Debtors’ petitions for relief under the Bankruptcy Code (defined below) and the First Day
Motions (defined below). Except as otherwise indicated, all facts set forth herein are based upon
my personal knowledge, information supplied or verified to me by other members of the
Debtors’ managerﬁent and the Debtors’ third paﬁ:y advisors and professionals, my review of
relevant documents, or my opinion based upon my experience and knowledge of the Debtors’
operations and financial condition. |

3. Concurrently with the filing of this declaration (the “Declaration”) on the date
hereof (the “Petition Date™), each Debtor has filed a voluntary petition for relief under chapter 11
of title 11 of the United States Code, 11 U.S.C. §§ 101 1532 (the “Bankruptcy Code;”) in this
Court. The Debtors are operating their businesses and managing their properties as debtors in
possession pursuant to Bankruptcy Code §§ 1107(a) and 1108.

4. To enable the Debtors to operate effectively and to transition seamlessly into
chapter 11, the Debtors also have filed several motions and applications requesting various types
of immediate relief (collectively, the “First Day Motions™). Tam familiar with the contents of
each of the First Day Motions and I believe that the relief sought is critical to stabilizing the
Debtors business operations, preserving value, and facilitating an effective transition into
chapter 11. Indeed, absent the immediate ability to make certain essential payments as sought in
the First Day Motions, I believe the Debtors’ estates would suffer immediate and irreparable
harm. Accordingly, the Debtors request that the Court grant the relief requested in the First Day
Motions.

5. This Declaration is divided into two parts. Part I of this Declaration describes the

Debtors® business operations and the circumstances surrounding the commencement of these
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chapter 11 cases. Part II sets forth the relevant facts-in support of each of the First Day Mofions.
A chart summarizing the Debtors’ corporate organization attached hereto as Exhibit A.
PARTI

SITUATIONAL OVERVIEW

6. Unlike other recent newspaper companies suffering in this economic climate,
Sun-Times Media Group, Inc. is commencing these chapter 11 cases without any outstanding
funded debt. This puts the éompany in the unique position of having a significant pool of
unencumbered assets. Nevertheless, the Company remains financially and legally burdened by a
variety of legacy liabilities dating back to earlier periods of management and ownership.

Further, like most newspapers across the country, the Company continues to be 'severely
impacted by the Sigiﬂﬁcanf downturn in print advertising revenue. Accordingly, despite recent
steps to reduce costs and strengthen the organization, the deteriorating economic climate,
coupled with a significant, pending IRS tax Iiai)ility da?ing-back to previous.; managenient, has led
the Company to commence these chapter 11 cases.

7. The Company’s main objective in commencing these chapter 11 cases is to reset
the Company’s cost structure, stabilize operations, and consider strategic alternatives, which
likely will includé commencing a process for é sale of the Company’s assets puréuant to
Bankruptcy Code § 363. During these chapter 11 cases, the Company plans to continue to
explore its options regarding its newspaper and interactive businesses and adopt a flexible
approach as it puréues various strategic alternatives and aims to become a stronger, more
competitive business that is better positioned to serve its readers and advertisers and add new
ones. The Company plans to enter chapter il and complete this process on an expédited basis

with the goal that some or all of the Company will emerge from bankruptey with a stronger .
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balance sheet, improved cash flows, and the preservation of as many as jobs as possible across
the Company.

THE DEBTORS’ BUSINESSES AND EVENTS LEADING TO THE
COMMENCEMENT OF THESE CHAPTER 11 CASES

L The Company’s Business Operations
A. Overview

§. Sun-Times Media Group is the ultimate parent company of each of the Debtors in
these chapter 11 cases. The Company conducts business as a single operating segment which is
concentrated in the publishing, printing, and distribution of newspapers in the greater Chicago,
Illinois metropolitan area and the operation of various related websites. The Company also has
non-debtor affiliates in Canada, the United Kingdom and Bermuda.

9. The Company was incorporated in the State of Delaware on December 28, 1990,
as Hollinger International, Inc. The Company’s stock at the time was listed on the New York
Stock Exchange (“NYSE”) under the ticker symbol HLR. In July 2006, the Company’s
stockholders changed the Companj"s name to Sun-Times Media Group, Inc. and changed its
ticker symbol to SVN. In May 2008, the Company’s stock was de-listed from the NYSE and the
Company subsequently moved its securities to the Over-the-Counter Bulletin Board (“OTCBB”)
on June 17, 2008 under the ticker symbol SUTM.OB. On January 2, 2009, the Company
voluntarily de-registered its Class A Common Stock thereby ending it reporting obligations
under the Securities Exchange Act of 1934. After deregistration, the Company’s Class A
Common Stock was no longer quoted on the OTCBB. As of January 6, 2009, it was quoted on

the Pink Sheets under the ticker symbol SUTM.PK.
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B. Capital Structure
10.  As of the Petition Date, the Company has no outstanding funded debt and does

not have a credit facility with any lender. The Company funds its existing business operations
with cash on hand and cash generated from its business operations. Despite the lack of
prepetition funded débt, the Company was forced to file these chapter 11 cases because of an
impending cash shortfall caused, in part, by the significant downturn in the print advertising
industry and the overall deteriorating economic climate.

C. Newspaper Segment

11.  The Company’s properties consist of more than 100 newspapers, associated
websites and news products in the greater Chicago metropolitan area. Fof the year ended
December 31, 2008, the Company had revenue of approximately $324 million and an operating
loss of approximately $344 million. The Company’s primary newspaper is the Chicago Sun-
Times, which was founded in 1948 and is one of Chicagae’s most widely read newspapers. The
Chicago Sun-Times is published in a tabloid format and has the second highest daily readership
and circulation of any newspaper in the Chicago metropolitan area, attracting approximately
1.3 million daily readers.

12.  The Company produces a network of publications throughout Chicago and the
major suburbs in the surrounding high growth counties to allow its advertising customers the
ability to target and cover their most productive audiences. This structure enables the Company
to offer joint selling programs to advertisers, thereby expanding their reach to customers, often at
a lower cost. In addition to the Chicago Sun-Tines, the Company’s newspaper properties
include: (a) the Pioneer Press Group which currently publishes 39 weekly newspapers and one
magazine in Chicago’s northern and northwesiern suburbs; (b) the daily SouthtownStar in Tinley

Park, llinois; (c) the daily Post-Tribune of northwest Indiana; (d) the Herald News in Joliet;
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(e) the Courier News in Elgin, Tllinois; (f) the Beacon News in Aurora, Illinois; (g) the Naperville
Sun in Naperville, Tllinois; (h) the Lake County News Sun in Waukegan, Illinois; and (i) 13 free
- weekly newspapers in suburban Chicago.

D. Advertising

" 13.  The Company’s operating revenue is primarily derived from the sale of
advertising space within the Company’s newspapers and related web51tes Advertlsmg revenue
» for the Company for the year ended December 21, 2008, was approximately $243 million and
represented approximately 75% of the Company’s revenue for 2008.

14.  Advertisements appear either within the body of Company’s newspapers (referred
to as run-of-press advertising), as inserts, or on the Company’s websites. Local and national
businesses and classified advertisers represent the Company’s principal sources of advertising
revenue. Advertising ;cates and rate structures vary among the publications and are based on,
among other things, circulation, readership, and typg of advertising (whether classified, national
or retail). In 2008, retail advertising accounted for the largest share of advertising revenue
(50%), followed by classified advertisiﬁg (31%) and lastly, national advertising (19%). The

. Company’s advertising revenue is subject to changes in the national and local economy, in
addition to fluctuations in individual business sectors. The Company’s advertising revenue also
experiences seasonality, with the first quarter of year (after the holidays) being the lowest.

15.  The Chicago Sun-Times offers a variety of advertising alternatives, including
geographically zoned issues, special interest pullout sections, and advertising supplements in
addition to regular sections of the newspaper targeted to different readers. The Chicago area
suburban newspapers offer similar alternatives to the Chicago Sun-Times’ platform for their
daily and weekly publications. In addition, the Company operates the Reach Chicago

Newspaper Network, an advertising vehicle that can reach the combined readership base of all
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the Company’s publications. This network allows the Company to offer local advertisers
geographically and demographically targeted advertising solutions and national advertisers an
efficient vehicle to reach the entire Chicago metropolitan market.

E. Circulation

16.  The Chicago Sun-Times has the second highest daily circulation of any newspaper
in Chicago. As reporteﬁ by the Audit Bureau of Circulations (“*ABC”) in its most recent
publisbed report, the Chicago Sun-Times' average audited circulation was approximately
319,202 copies on weekdays, 228,996 copies on Saturdays, and 246,217 copies on Sundays.
Circulation revenue represents the Company’s second largest source of cash flow. Circulation
revenue is derived primarily from two sources. The first source is salés of single copies of the
Company’s various newspapers via retailers, street vendors and vending racks. The second
source comes from newspaper subscribers who pay monthly or yearly fees to secure delivery of a
pewspaper to their homes or offices. For the year ended December 31, 2008, approximately 58%
of copies of the Chicago Sun-Times reported as sold and 62% of circulation revenue generated
by the Chicago Sun-Times was attributable to single-copy sales. For the same period,
approximately 23% of the Company’s circulation revenue was atiributable to single-copy sales
of all its newspapers, while subscription sales accounted for approximately 77% of circulation -
revenue.

17.  The Company’s various suburban daily and weekly newspapers also have
substantial circulation. As a group, the approximate average circulation of the Company’s daily -
suburb.an newspapers, as reported by the ABC in its most recent published reports, were 217,000
copies on weekdays, 170,000 copies on Saturdays, and 245,000 copies on Sundays. The
circulation of the Pioneer Press Group’s weekly papers, as reported by ABC, was approximately

165,000 copies per week.
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K. Online Publications

18.  The Company continues to strengthen its online presence. Suntimes.com and
other affiliated newspaper websites have approximately 3.4 million unique users and
approximately 51 million page impressions per month. In February 2007, the Company
launched SearchChicago.com featuring online classifieds for cars and homes. The Company’s
growing online presence over the last few years has helped increase revenue generated by online
advertising. In February 2008, the Company launched YourSeason.com, a new and innovative
source for all high school sports scores, news and information across the Chicago area and
northwest Indiana. YourSeason.com updates the Company’s popular online pages for more than
380 high schools across the region, sports blogs by recruiting experts, and player pages for top
prospects in the area. YourSeason.com expanded into an enhanced, more comprehensive prep
* sports site in August 2008. Page views for this site were more than 2 million in November 2008,
representing a 50% percent ;mcrease from the prior month. YourSeason.com provides many
opportunities for advertising sales. -

G. Retail Store

19.  The Company operates a retail store at its headquarters location in Chicago,
Illinois. The Company sells t-shirts, reprints of certain historic editions and other collectibles
and memorabilia relating to the Company’s newspaper products.

H. Sales and Marketing

20.  The marketing promotions department works closely with both advertising and
circulation sales teams to introduce new readers and new advertisers to the Company’s
newspapers through various initiatives. The Company’s marketing departments use strategic
alliances at major event productions and sporting venues for on-site promotion which helps

generate subscription sales. The Chicago Sun-Times” relationships with local television and
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radio outlets have given it a presence in the market and enabled targeted audience exposure.
Similarly, marketing professionals at the Company’s suburban newspapers work closely with
circulation sales professionals to determine promotional activities, including special offers,
sampling programs, in-store kiosks, sporting event promotions, dealer promotions, and
community event participation.

L Employees and Labor Relations

21.  AsofMarch 31, 2009, the Company had 2,171 employees. Approximately 45%
of the Company’ s employees were represented by 18 collective bargaining units. Direct
employee costs (including salaries, wages, severance, fringe benefits, employment-related taxes
and other direct employee costs) were approximately 52% of the Company’s revenue in the year
ended December 31, 2008. Contracts covering approximately 10% of union employees will
expire or are being negotiated in 2009.

J. Printing Faéilities, Other Properties, and Distribution

22.  The Company operates three printing facilities and generally prints multiple
put;lications at each of its printing facilities. In Chicago, the Company owns a 320,000 square
fobt, state of the art printing facility that houses the production for the Chicago-Sun Times and
certain 6ther of the Company;s publications, This facility houses printing presses with the
quality and speed necessary to compete effectively with the other regional newspaper
_ publications such as the Chicage Tribune. In Oc;tober 2004, the Company relocated its editorial,
pre-press, marketing, sales and administrative activities to a 127,000 square foot leased property
in downtown Chicago.

23. The Company also owns a 100,000 square foot printing facility in Plainfield,
Illinois and leases a 65,000 square foot building in Northfield, Illinois. The Plainfield facility

houses pre-print, sales, administrative, and certain editorial functions with respect to the
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Company’s daily and weekly newspapers for those suburbs located nearby. The Northfield
production facility houses the pre-print functions for the Pioneer Press Group and is responsible
for printing the main body of most of its weekly newspapers. In order to provide advertisers
with more color capacity, certain sections of the Pioneer Press Group’s newspapers are printed at
the Chicago facility.

24.  The Company owns a building in north suburban Chicago that houses the Pioneer
Press Group’s editorial, pre-press, sales and administrative activities, and the Company leases
several satellite offices for Pioneer’s editorial and sales staff in surrounding suburbs. The
Company leases office space in a building in Aurora, Illinois, which it uses to house editorial,
sales and support functions for several of its daily newspapers and related products in the
western and southwestern Chicago suburbs. Lastly, the Company also owns buildings in Tinley
Park, Illinois and Merriville, Indiana which it uses for editorial, pre-press, marketing, sales and
administrative activities with respect to the Company’s suburban newspapers in those areas.

25.  In 2007, the Company entered into a contract with Tribune Company for home
delivery and suburban single-copy delivery of the Chicago Sun-Times and most of its suburban
publications. As a result of the Company’s distribution agreement, all the Company’s
distribution centers (with the exception of one) have been vacated. The Company continues to
distribute single-copy editions of the Chicago Sun-Times within the city of Chicago and
continues to operate its sales and billing functions, with the exception of single-copy billing in
the suburbs, which is performed pursuant to the te@s of the distribution agreement with the
Tribune Company.

K. Competition

26.  Rach of the Company’s Chicago area newspapers competes to varying degrees

with radio, broadcast and cable television, direct marketing and other communications and
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advertising media, including free internet sites, as well as with other newspapers having local,
regional or national circulation. The Chicago metropolitan region is served by 13 local daily
newspapers of which the Company owns eight. The Chicago Sun-Times competes in the
Chicago region with the Chicago Tribune, a large established metropolitan daily and Sunday
newspaper. In addition, the Chicago Sun-Times and other Company newspapers face
competition from other newspapers published in adjacent or nearby locations and circulated in
K the Chicago metropolitan area market, as well as newspapers with national distribution, such as
the New York Times, the Wall Street Journal and the USA Today.

IL Events Leading to These Chapter 11 Cases

27.  The Company commenced these chapter 11 cases as part of an overall strategy to
restructure operations and pursue strategic options. As a result of the global financial crisis, the
Company has stéadily been losing advertising revenue as advertisers slash their budgets. The
Company is at risk of running out of cash quickly unless it obtains relief from some of its
prepetition obligations. In addition, and as described in more detail below, the-Company is
facing a $510 million tax claim. .

28.  The Company believes that filing these chapter 11 cases is the most effective
method of maximizing value for the Company’s stakeholders. While unfortunate, the Company
believes that this filing will lead to a stronger, more valuable business enterprise. As the
Company continues to explore restructuring alternatives, the Company may also pursue a sale of
substantially all of their assets pursuant to Bankruptcy Code § 363.

A. The Newspaper Industry and the Company Are in a Crisis

29,  The domestic newspaper industry has been crippled by an unprecedented and
severe decline in advertising revenue—specifically print advertising revenue. This decline has

built up over several years as a result of, among other things, declining circulation brought on by

11
DB02:3002940.1 068197.1001




the emergence of new medija, most notably the internet. Recently, however, the economic
recession and dislocation of the credit markets have accelerated and exacerbated this crisis.
According to published industry sources, the print advertising market decline hit 20% in the
fourth quarter for 2008, with six major companies reporting fourth quarter declines in print
advertising revenue between 18% to 22%. Many of the economic activities and industries on
which newspapers rely the most for their advertising revenues, the auto and housing sectors and
employment advertising, for example, have been the hardest hit in the current economic
downtumn. In common with many industries, it is difficult for newspaper publishers to adjust
their operating costs with respect to goods and services that are essentjal to a company’s business
operations. - As a result of these negative trends, many newspaper and media compam'ge_: around
the country have been forced to dramatically reduce op;srating costs, restructure operations and
rethink business models to offset revenue declines. Notably, in the last few months alone, many
prominent newspapers companies have commenced chapter 11 cases, including, most recently,
the Journal Register Company, the Star Tribune Holdings Corporation, the Philadelphia
Newspapers LLC and the Tribune Company.

30. Ti:le Company has experienced a significant reduction in profitability and cash
flow due in large part to this substantial and increasing decline in print advertising revenue.
During the fourth quarter 2008, the Company experienced an 18.2% drop in print advertising
revenue. Although the Company has maintained circulation for the last four quarters, the decline
in advertising revenue has been overwhelming and has caused the Company’s financial
performance to decline materially. Indeed, the Company’s current outlook on advertising
remains grim. The Company anticipates a continued decline in advertising revenue of

approximately 30% throughout 2009.
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B. Internal Revenue Service Proposed Audit Adjustments

31.  AsofDecember 31, 2008, the Company’s balance sheet reflected $608 million of
aceruzls intended to cover contingent liabilities regarding additional income taxes and interest it
may be required to pay. The accruals cover contingent tax liabilities primarily related to items
that had been deducted when calculating the Company’s taxable jncome, which deductions may
be disallowed by the Intemai Revenue Service (the “IRS™).

32.  InJanuary 2008, the Companj received an examination report from the IRS
setting forth proposed adjustments to the Company’s U.S. income tax returns from 1996 to 2003
_ totaling approximately $510 million. The Company disputes significant portions of this tax
liability and is currently appealing the IRS’ audit ruling. If the deductions are disallowed, the
Company may be required to pay up to $510 million in additional taxes and interest and may
also be subject to certain penalties. Currently, the Company does not have the cash reéources to
satisfy such a claim.

II. Cost-Cutting Initiatives and Outlook

33.  The Company is aggressively pursuing cost reductions in response to declining
advertising revenue. Newsprint and production costs have been minimized through reductions in
page sizes and balancing of editorial versus advertising content. The Company intends to pursue
productivity enhancements in other. a:réas, including outsourcing where appropriate. Headcount
and other operating costs in all areas will continue to be adjusted as required by changes in the
Company’s business and operations.

34.  The Company’s current business plan for the fiscal year 2009 is focused on a
program of cost-reductions and was developed based on an anticipated 18% decline in print
advertising revenue in 2009, Worse than expected print advertising revenue declines in 2009

have caused the Company to augment its business plan with additional initiatives and progranis
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designed to further reduce costs and enhance revenues. This business plan includes projects with
the potential for up to $60 million in cost reductions and margin improvements to the Company’s
bottom line in 2009. While in chapter 11, the Company intends to continue to leverage its
position in the Chicago metropolitan area to drive market share growth by delivering local
content to readers and emphasizing the reach of the Company’s network in both print and
internet media.

35,  The Company’s weakened financial position is partly the resuit of events and
actions which took place several years ago, which continue to burden the Company. Among
those are legacy issues dating from the former management, including Conrad M. Black, among
others, which are well-known to the public. It is the Debtors’ hope that these chapter 11 cases
will permit the Company to make strategic changes that were not possible before due to these
legacy liabilities.

PART I

SUMMARY OF FIRST DAY MOTIONS

36.  To enable the Debtors to minimize the adverse effects of the commencement of
these chapter 11 cases on their ongoing business operations and promote a smooth transition to
chapter 11, the Debtors have requested various relief in their First Day Motions.2 Receiving
Court approval of the relief sought in the First Day Motions is essential to giving the Debtors an
opportunity to work towards a successful outcome in their chapter 11 cases.

37.  Several of the First Day Motions request authority to pay certain prepetition

claims. Rule 6003 of the Federal Rules of Banlé:uptcy Procedure provides that “except to the

2 Capitalized terms used but not otherwise defined herein shall have the meanings set forth in each individual
First Day Motion. .
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extent relief is necessary to avoid immediate and irreparable harm,” the Court shall not consider
motions to pay prepetition claims during the first 20 days following the filing of a chapter 11
petition. Accordingly, as set forth below, the Debtors have nan;)wiy tailored those requests to
circumstances where the failure to pay such claims would cause immediate and irreparable harm
to the Debtors and their estates. |

Administrative Motions

L Motion of the Debtors for an Order Directing Joint Administration of Their Related
Chapter 11 Cases (the “Joint Administration Motion”)

38.  Many of the motions, hearings and orders that will arise in these chapter 11 cases
will jointly affect each and every Debtor. 1believe entry of an order directing joint
a.dministration of these cases will permit the Debtors to reduce fees and costs in connection with
the administration of these cases by avoiding the duplication of effort associated with, for
example, filing multiple duplicative documents in the Debtors’ various individual cases,
monitoring each of the Debtors’ individual dockets and maintaining individual case files for each
of the Debtors that will largely duplicate one another. I believe that joint administration of these
chapter 11 cases will not harm creditors’ rights and that constituents will actually benefit from
the cost reductions associated v‘vith the joint administration qf these cases.

Retention Related Motions.

II. Debtors’ Application for Entry of Order Authorizing the Debtors to Employ and
Retain Kurtzman Carson Consultants LLC as Notlce, Claims and Solicitation Agent
(the “KCC Retention Application”)

39.  The Debtors seek to retain and employ Kurtzman Carson Consultants LLC
(“K.CC™) to act as the Debtors® notice, claims and solicitation agent in connection with their

chapter 11 cases. Ibelieve that the retention of KCC is the most effective and efficient manner
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of noticing the thousands of creditors and parties in interest of the filing of these chapter 11 cases

and other developments related to the Debtors’ chapter 11 cases.

Operational Motions

OI.  Debtors’ Motion for Entry of Order Authorizing the Debtors to Reject (a) Certain
Unexpired Leases of Nonresidential Real Property Nunc Pro Tunc to the Petition
date and (b) Certain Executory Contracts (the “Lease and Contract Rejection
Motion”)

40.

The Debtors are in the process of consolidating their operations, part of which

involves terminating burdensome contracts in order to minimize costs and strengthen the

businesses. I believe it is a sound exercise of the Debtors’ business judgment to reject the

following unexpired leases and executory contracts:

(a)

(b)

©

DB02:8002940.1

The Debtors are party to a lease of nonresidential real property at 1880 W.
Fullerton Avenue in Chicago, Illinois (the “Fullerton Lease™). The Fullerton

Lease expires on May 31, 2010. Prior to the Petition Date, the Debtors

completely vacated the premises and the Debtors do not intend to utilize the
premises in the fiture.

The Debtors also are party to a lease of nonresidential real property at 291 N.
Dunton Avenue in Arlington Heights, lllinois (the “Dunton Lease™). The Dunton
Lease expires on November 30, 2009. Prior to the Petition Date, the Debtors
completely vacated the property and the Debtors do not intend to utilize the
premises in the future.

" The Post-Tribune Company LLC, one of the Debtors, is party to two License

Agreements with ProQuest Company (“ProQuest™), f/k/a Bell & Howell
Information and Leaming Company, dated as of April 27, 2000 (collectively, the
“License Agreements”). Pursuant to the License Agreements, the Debtors
provide ProQuest with electronic and physical copies of certain of their
publications and grant ProQuest certain non-exclusive rights to reproduce,
transmit and distribute the publications in photographically reproduced
(“Microform™) and electronic formats. In return, ProQuest (i) provides the
Debtors with Microform copies of the publications and (ii) pays royalties based
on the net revenues ProQuest generates in the distribution, sales, transmittal or
licensing of the Debtors publications in Microform or electronic formats. I
believe the License Agreements are not necessary to the operation of the Debtors’
business and the benefits received pursuant to the License Agreements do not
justify the obligations incurred.
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(d)

41,

The Debtors also are parties to approximately 50 executory agreements with
certain current and former employees in various levels of management
(collectively, the “Severance Agreements™), which require the Debtors to pay
severance and related benefits to such employees upon termination. These current
arid former employees are subject to various obligations that are beneficial to the
Debtors, including non-compete, non-solicitation and confidentiality clauses as
well as a promise to sign a release. In addition, the Debtors are parties to certain
executory oral agreements with approximately nine current and former employees
under which the Debtors are obligated to make a cash payment to these
employees and former employees on the first to occur of (a) February 12, 2011, so
long as still employed; (b) a severance-event termination (generally, termination
without cause or for good reason); or (¢) retirement (collectively, the “Bonus
Agreements™). Further, the Debtors are party to an employment agreement with
myself (the “Employee Agreement™). I believe that the Severance Agreements,
the Bonus Agreements, and the Employment Agreement are no longer beneficial
or necessary to the Debtoxs’ business operations and that rejection of these
agreements is necessary to conserve resources for the benefit of the Debtors’
stakeholders.

Accordingly, I believe that rejection of the foregoing unexpired leases and

executory contracts is an exercise of the Debtors” sound business judgment.

IV.

Debtors’ Motion for Entry of an Order Authorizing, but not Directing, the Debtors
to (a) Pay Certain Prepetition Wages, Salaries and Other Compensation,
Reimbursable Employee Expenses, and Employee Medical and Other Benefits;

(b) Continue Their Workers’ Compensation Program and Other Benefit Programs;
and (c) Pay Prepetition Amounts to Benefit Providers, Plan Administrators,
Custodians, and Payroll Tax Agent (the “Wages Motion”)

A.

42.

Debtors® Worliforce

As of the Petition Date, the Debtors employ approximately 2,171 employees

(collectively, the “Employees™), including approximately 207 part-time employees (the “Part

Time Employees™) and approximately 1,964 full-time employees (the “Full Time Employees™).

Of the Full Time Employees, more than 1,400 are employed on an hourly basis and more than

560 are employed on a salaried basis. Further, more than 185 Part Time Employees are

employed on an hourly basis and more than five are'employed on a salaried basis.

Approximately 45% of the Debtors’ Employees are represented by unions and covered by

various collective bargaining agreements (each, 2 “CBA”™).

DB02:8002540.1
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43.  While the Debtors -prefer to use full-time staff to fill staffing vacancies, from time
to time the demand for qualified professional staff exceeds available supply. Consequently, as of
the Petition Date, the Debters supplement their workforce with independent contractors
consisting primatily of freelance writers and photographers (the “In‘dependent Contractors™), a
number of contract labor employees and temporary employees hired through employment
agencies (the “Contract Labor Employees™), and four individuals who contraét with the Debtors
through personal services contracts (the “PSC Employees™).

44,  Ibelieve that the skills and knowledge of the Debtors® Employees, Independent
Contractors, Contract Labor Employees, and PSC Employees are essential to the Debtors’
businesses and their effective reorganization. Thus, to ensure a smooth transition into chapter 11
and retain the continued availability of the Debtors’ Employees’ expertise, it is critical that the
Debtors are able to satisfy all prepetition employee-related obligations as expected. Failure to
satisfy prepetition Employee obligations during the first 20 days of these chapter 11 cases will
jeopardize employee loyalty and trust, possibly causing employees to leave the Debtors’ employ
and severely disrupting the Debtors’ operations at a critical juncture.

B. Wage, Commission and Bonus Obligations and Other Compensation

(a) Wages

45.  The Debtors pay each Employee on a bi-weekly basis, in arrears. The Debtors
have segmented their payroll process such that the Debtors issue payroll on every Friday. The
Debtors’ payroll obligations generally include wages, salaries, commissions and overtime
compensation, as applicable. On average, gross wages paid to Employees total $2,000,000.00 on
even weeks and $2,600,000.00 on odd weeks. Ibelieve that as of the Petition Date, the Debtors

owe approximately $3,270,000.00 on account of totai gross wages to Employees.
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®  Commissions

46.  The Debtors offer eight commission programs to approximately 310 Employees
(collectively, the “Commission Programs™). These Commission Programs are an integral
component of compensation for sales and marketing Employees. The majority of these
Commission Programs offer the advertising sales personnel the ability to earn compensation
based on the amount of sales print, media and online advertising space they seil within a given
month and are paid monthly in arrears concurrent with such Employee’s payroll date. Certain of
the more senior positions eam a quarterly payout, and four vice-presidents eam their
commissions on a yearly basis. Employees rely on the compensation earned under the
Commission Program as part of their salaries. As of the Petition Date, I estimate that total
earned and unpaid compensation under the Commissions Programs total approximately
$450,000.00.

(c) Bonuses

47.  As an incentive to encourage and reward outstanding performance, the Debtors
also offer their Employees the opportunity to eam bonuses under several small incentive bonus
programs (collectively, the “Bonus Programs”). The Employees are entitled to receive service
awards accrued on each of their 5-year employment anniversaries with the Debtors. The service
awards are paid to Employees in the applicable quarter of the anmiversary year and range
between approximately $106.00 and $500.00 with each 5-year anniversary of employment.
Advertising sales personnel and other Employees are eligible to earn “spiff” bonuses at the
discretion of advertising and publishing management and the program is budgeted to pay out
$100,000.00 in 2009, Employees of the production departmenis are entitled to receive monthly
bonuses for achieving certain waste reduction goals. Also, management of the Debtbrs can

reward outstanding performance by Employees with one-time “spot” bonuses of up to §1,000.00.
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As of the Petition Date, I estimate that the total amount of earned, but unpaid, bonuses under the
Bonus Programs totals $200,000.00. The Debtors have no unpaid 2008 annual bonuses and bave
- yet to adopt an annual bonus plan for 2009.

(d) - Independent Contractor, Contract Labor Employee, and PSC
Employee Compensation

48.  The Debtors remit compensation to the Independent Contractors through their
accounts payable process. Independent Contractors are paid either directly or through their
employinent agencies, on an as invoiced basis. On average, the Debtors pay a total of
approximately $310,000.00 per month to Independent Contractors. As of the Petition Date, I
estimate that the Debtors owe Independent Contractors approximately $310,000.00 as
compensation for prepetition services. Ido not believe that the Debtors owe any unpaid
Independent Contractor in excess of the $10,950.00 priotity cap imposed by Bankruptey
§ 507(2)(4) (the “Priority Cap”) on account of prepetition obligations.

49,  The Debtors typically remit compensati-on on a bi-weekly basis for the Contract
Labor Employees® services to the employment staffing agencies that refer such Contract Labor
Employees and in some cases directly to the Contract Labor Employee. This compensation is
remitted through the Debtors® accounts payable process. On average, the Debtors pay

- approximately $520,000.00 per month on account of approﬁmatcly 175 Contract Labor
Employees. As of the Petition Date, I estimate the Debtors owe Contract Labor Employees (or
their respective agencieé) approximately $425,000.00 as compensation for prepetition services. I
do not believe that the Debtors owe any Contract Labor Employee (or histher staffing agenc}.,r on
account of any given Contract Labor Employee) an amount in excess of ;che Priority Cap on

account of prepetition obligations.
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50.  The Debtors rémit compensation to the PSC Employees through their accounts
payable process. PSC Employees are paid directly, on an as invoiced basis. On average, the
Debtors pay a tot‘al of approximately $77,000.00 per month to PSC Employees. As of the
Petition Date, I estixpate the Debtors owe PSC Employees approximately $25 ,.500.00 as
compensation for prepetition services. The Debtors owe one PSC Employee approximately
$12,646.00 on account of prepetition services rendered. This PSC Employee is a unique and
valuable columnist for the Debtors and greatly enhances the Debtors’ news business. In fact, the
Debtors believe thét a significant portion of the Debtors’ readership reads the Chicago Suﬁ-
Times (print version or online) for this individual’s pieces. This PSC Employee is pot an insider
and the compensation due and owing to such PSC Employees in excess of the Priority Cap is
approximately $1,696 .-OO.‘ |

C. Gross Pay Deductions, Governmental Withholdings and Payroll Taxes

51.  The Debtors routinely deduct certain amounts from paychecks, including, without
limitation, (a) garnishments, child support, service charges, union dues? and similar deductions
and (b) other pre- and after-tax dcduéﬁons payable pursuant to ;:ertain of the employee b;neﬁt
plans discussed herein (such as an Employee’s share of health care benefits and insurance
premiums, contributions under flexible spending plans, 401(k) contributions, legally ordered
deductions and miscellaneous deductions) (collectively, the “Deductions™).

52. - On average, the Debtors déduct approximately $1,040,000.00 from Employees’
paychecks per pay period. As of the Petition Date, I estimate the Debtors’ have collected

approximately $3,420,000,00 on account of these Deductions. The Debtors remit these

3 The Debtors are current on their obligations to deduct and pay vnion dues and intend to continue to pay such
dues. :
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Deductions to the appropriate third-party recipients. The Debtors, however, may not have
forwarded certain of the Deductions relating to the prepetition period to the relevant third-party
recipients prior to the Petition Date.
53.  In addition to the Deductions, federal and state iaws require the Debtors to

withhold amounts related to federal, state and local income taxes, as well as Social Security and
~ Medicare taxes, for remittance to the appropriate federal, state or local taxing authority
(collectively, the “Withheld Amounts™). Further, federal and state laws require the Debtors to
pay additional amounts for Social Security, Medicare and federal and state unemployment
insurance (the “Employer Payroll Taxes,” and together with the Withheld Amounts, the “Payroll
Taxes™). The Debtors engage ADP as the Debtors’ agent to remit to taxing authorities all Payroll
Taxes. In the aggregate, Payroll Taxes, including both the Employee and employer portions,
total approximately between $680,000.00 and $1,240,000.00 per pay period. As of the Petition
Date, I do not believe the Debtors owe any amounts on account of prepetition Payroll Taxes.

'D. Unpaid Compensation.

54.  On average, the Debtors’ gross payroll totals approximate between $2,000,000
and $2,600,000.00 per weekly period (depending on which portion of Employees is to be paid
that particular week). The Debtors’ gross payroll may vary due to payments under the
Commission Programs and Bonus Programs. As discussed, the Debtors owe; approximately
$4.680,500.00 on account of accrued wages, salaries, commissions, bonuses and other
compensation (excluding reimbursable expenses and vacation pay) earned prior to the Petition

Date.
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E. Other Outstanding Payments to Employees, Independent Contractors,
Temporary Employees and PSC Employees

55.  Certain Employees, Independent Contractors, Contract Labor Employees and PSC |
Employees may be entitled to Unpaid Compensation because (a) discrepancies may exist
between the amounts paid and the amounts that should have been paid and (b).some payroll or
invoice checks issued prior to the Petition Date may not have been presented for payment or may
not have cleared the banking system.

F. Reimbursable Expenses

56.  The Debtors reimburse Employees (as well as members of the Debtors’ boards of
directors) for certain expenses incurred in the scope of their employment (or board service) and
on behalf of the Debtors (collectively, the “Reimbursable Expenses™). The Reimbursable
Expenses include, without limitation, professional organization, relocation, temporary housing,
business-related travel and client entertaining expen.ses. In the aggregate, the Debtors’
Employees and directors incur, on average, approximately $320,000.00 per month in
Reimbursable Expenses and currently have approximately $31,000.00 owing on account of
uncashed checks to Employees for Reimbursable Expenses. Typically, the Debtors reimburse
Erﬂployee’s for Reimbursable Expenses directly through their accounts payable system after
processing and approving the expense and the Debtors are generally current on such
Reimbursable Expenses. Although the Debtors request Employees and directors to submit
reimbursement requests promptly, not all requests are timely submitted. Accordingly, as of the
Petition Date, I estimate the Debtors owe approximately $460,000.00 on account of prepetition
Reimbursable Expenses.

57.  Certain of the Debtors” employees use company expense cards (the “Company

Cards”) to pay certain Reimbursable Expenses. Employees submit expense reports for items

23
DB2:3002540.1 068197.1001




charged to the Company Cards. Amounts owed on the Company Cards are primarily the
Debtors® obligations, but in some instances the Employees and directors who incurred the
Reimbursable Expenses may become personally liable for them to tﬁe extent that the Debtors do
not pay such obligations.

G. Employee Benefits
58.  The Debtors maintain various employee benefit plans and policies, including,
without limitation, health care, dental and vision plans, vacation time and other paid leaves of
absence, 401(k) retirement savings plans, flexible benefit plans, life insurance, pensions
prégramfs, short- and long-term disability insurance and education assistance (the “Employee
Benefit Program™). The Employee Benefit Program includes both aﬁlounts deducted from
Employee paychecks, as discussed above, and contributions by the Debtors.
(a)  Medical, Vision and Dental Plans
59.  All Employees who regularly work (the “Eligible Employees™) and their
_ dependents are eligible to receive medicél, vision and dental insurance (the “Health Care Plan™),
including prescription drug coverage.* The following is a brief summary of each Health Care
Plan:
(1)  Medical Plans. Through six fully-insured medical plans, which include
prescription drug coverage (the “Medical Plans™), the Debtors offer the
Eligible Employees and their dependents healthcare coverage. The
Debtors pay approximately $1,600,000.00 per month on account of the
Medical Plans. Approximately 1,865 Employees are covered under the

Medical Plans. As of the Petition Date, T believe that the Debtors do not
owe any prepetition amounts on account of Medical Plan obligations.

4 Eligibility for participation in the Health Care Plan varies among the Debtors’ varicus unions. Union Employees
who meet eligibility criteria pursuant to the applicable CBAs are considered “Eligible Employees” for purposes
of this Declaration.
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Currently, approximately 1,270 Eligible Employees participate in
the Blue Edge PPO and HMO Illinois plans sponsored by Blue
Cross Blue Shield of Illinois. The BlueEdge PPO has a healthcare
account (HCA) provision pursuant to which the Debtors fund 50%
of the employee deductible, which annual deductibles range from
$1,000.00 to $3,000.00 and an enrolled Employee may rollover
any unused funds up to a limit of four times the deductible. The
Debtors average monthly expense in respect of this program is
approximately $60,000.00.

Currently, approximately 120 Eligible Employees participate in a
Blue Cross Blue Shield PPO plan through BCBS of Indiana.

Currently, approximately 265 Eligible Employees participate in
Aetna’s HMO and PPO plans sponsored by St. Consul pursuant to
a CBA.

Currently, approximately 65 Eligible Employess participate in the
Graphic Communications Conference of the International
Brotherhood of Teamsters (“GCIU™) plan sponsored by Graphic
Communications International Union and BCBS pursuant to a
CBA.

Currently, approximately 5 Eligible Employees participate in the
Graphic Communications International Union plan sponsored by
GCIU pursnant to a CBA.

Currently, approximately 135 Eligible Employees participate in the
Drivers H/W plan sponsored by the Central States Plan pursuant to
aCBA.

Dental Plans, Through five fully-insured dental plans and one self-

insured dental plan (the “Dental Plans™), the Debtors offer the Eligible
Employees and their dependents dental care coverage. The Debtors pay
approximately $45,000.00 per month on account of the Dental Plans.
Approximately 1,906 Employees are covered under the Dental Plans. As
of the Petition Date, I believe that the Debtors do not owe any prepel:luon
amounts on account of Dental Plan obligations. . .

(A)

(B)

Currently, approximately 143 Eligible Employees participate in the
Delta Dental PPO plan.

Currently, approximately 1,260 Eligible Employees participate in
three MetLife PPO dental plans, which is self-insured by the
Debtors and the Debtors pay approximately $56,000.00, including
a premium of $5,229.00 and additional claJms per month on the
account the MetLife PPO dental plans.
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(C)  Curently, approximately 285 Eligible Employees participate in
Aetna’s DMO dental plan.

(D)  Currently, approximately 190 Eligible Employees participate in
various PPO and HMO dental plan options sponsored by Guardian
pursuant to a CBA.

(E)  Currently, approximately 26 Eligible Employees participate in a
PPO dental plan sponsored by National IAM Benefit Trust.

(3)  Vision Plans. Through four fully-insured vision plans (the “Vision
C Plans™), the Debtors offer the Eligible Employees and their dependents
vision care coverage. The Debtors pay approximately $20,000.00 per
month on account of the Vision Plans. Approximately 1,500 Employees
are covered under the Vision Plans. As of the Petition Date, I believe that
the Debtors do not owe any prepetition amounts on account of Vision Plan
obligations.

(b)  Flexible Benefit Plans.

60.  The Debtors also offer Employees the ability to contribute a portion of their pre
tax compensation to flexible spending accounts to pay for eligible out-of-pocket health care,
dependant care and transportation and parking expenses (the “Flexible Benefit Plan™). SHPS
administers the Flexible Benefit Plan and the Employees’ flexible spending accounts (“FSAs”).
Currently, approximately 151 Employees participate in the healthcare Flexible Benefit Plan, 15
Employees participate in the dependant care Flexible Benefit Plan and 17 Employees participate
in the transportation and__parking Flexible Benefit Plan. The administration of this Flexible
Benefit Plan costs the Debtors approximately $1,200.00 per month and the Debtors pay out
approximately $27,000.00 per month in eligible employee expense reimbursements. The
Debtors withhold approximately $27,000.00 per month on account of Employee contributions to
.the Flexible Benefit Plan for all the eligible expense reimbursements. As of the Petition Date, I
estimate the Debtors do not owe any prepetition amounts on account of administrative costs
relating tq the Flexible Benefit Plan, and have collected approximately $81,000.00 in Employee

contributions to the Flexible Benefit Plan for 2009.
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(©) Vacation, Short-Term Leave and Leaves of Absence.

61. Vacation. The Debtors provide vacation time to their Employees as a paid time-
off benefit (the “Vacation Time*). Up to five weeks of vacation time can be accrued each year
by each Er.nploye'e depend'ing on each Employee’s length of service with the Debtors and any
applicable CBAs. The Debtors do not permit Employees to carryover Vacation Time from one
year to another. Depending on the applicable vacation policy and/or CBA, vacation time may be
accrued on a pro-rata basis throughout the year or accrued for the entire year on the first day of
an applicable calendar or anniversary year (after an employee completes a year of service for the
prior year). When an Employee elects to take Vacation Time, an Employee is paid his or her
regular hourl‘y or salaried rate. Upon termination of employment, Employees will receive
vacation pay for their accrued and unused vacation in accordance with their respective CBA or
the Debtor’s policy if no CBA is applicable.

62. If an Employee leaves the Debtors’ employ, whether voluntarily or involuntarily,
his or her accrued and unused Vacation, if any, will be calculated and cashed out in a final
paycheck. AsofMarch 31, 2009, the Debtors have accrued approximately $7,985,000.00 on
account of unused Vacation Time. The Debtors believe that when Vacation Time is factored info
Unpaid Compensation for certain Employees, such Employees may be owed more than the |
Priotity Cap, however, I believe that the Debtors’ Vacation Policy should continue because:

(a) the Debtors may be obligated to observe such obligatipns under [llinois state law; (b) the
Debtors have just discontinued the Basic Severance Plan (as defined below) and the concurrent
discontinuation of the Vacation Time poIicjr may be a significant and severe disruption to
Employee morale; and (c) the amount of Vacation Time is not a current cash payment obligation
as Employees are entitled to be paid for accrued and unused Vacation Time only in the event the

Employees leave the Debtors’ employ.
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63.  Short-Term Leave. In addition, in the ordinary course of business, Employees

may be eligible for paid short-term leave for illness, injury, other emergency situations and
bereavement leave (the “Short-Term Leave™). The amount of Short-Tenm Leave available varies
by type of Employee and length of employment. The Debtors do not accrue Short-Term Leave
for their Employees. Short-Term Leave is not reflected as a liability on the Debtors” balance
sheet and is paid when due through current payroll procedures.

64.  Leaves of Absence. The Debtors also allow their Employess fo take certain other
leaves of absence for personﬂ‘reasom, many of which are required by law (the “Leaves of
Absence™). Leaves of Absence include family, school, partnership leave, family medical leave,
farily care leave, pregnancy leave and military leave. The Debtors do not accrue Leaves of
Absence for their Employees and do not reflect Leaves of Absence as a liability on their balance
sheet. As of the Petition Date, there are approximately 65 Employees on Leaves of Absence.

(d)  Retirement Savings Plans.

65.  The Debtors maintain three retirement savings plans: (a) the Sun-Times Media
Group, Inc. 401(k) Retirement Plan, (b) the Chicago Sun-Times Pre-Tax Advantage Savings
System and (c) the Pioneer Newspapers, Incorporated, Editorial Employees 401(k) Plan, with
Prudential, for the benefit of eligible Employees meeting the requirements of Internal Revenue
Code § 401(k) (collectively, the “401(k) Plans™). I estimate the Debtors deduct approximately
$522,000.00 each month from the Employees’ paychecks.

66.  Approximately 1,550 Employees currently participate in the Hollinger/Sun-Times
Media Group 401(k). The Sun-Times Media Group, Inc. 401(k) Retirement Plan has a
discretionary profit sharing component, under which the Debtors’ contributed approximately
$725,000.00 for 2008. Such payments have historically been made in the first quarter of the

following year and all 2008 contributions have been paid. Additionally, approximately 200
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Employees have borrowed against their Sun-Times Media Group, Inc. 401(k) Retirement Plan
accounts, and the Debtors withhold approximately $11,200.00 per weelkly pay period on account
of repayment of these loans.

67.  Approximately 373 Employee_s currently participate in the Chicago Sun-Times
Pre-Tax Advantage Savings System. Pursuant to one of the CBAs, the Debtors contribute an
amount equal to one percent (1%) of certain Employees’ bi-weekly straight-time wages for 38
Employees, such that the monthly amount is approximately $1 ,200.06. Additionally,
approximately 90 Employees have borrowed against ’_cheir Chicago Sun-Times Pre-Tax
Advantage Savings System accounts, and the Debtors withhold approximately $5,600.00 per
weekly pay period on account of repayment of these loans.

68.  Approximately 190 Employees currently participate in the Pioneer Newspapers,
Incorporated, Editorial Employees 401(&) Plan. Pursuant to one of the CBAs, the Debtors make
contributions of $0.50 per hour for each hour paid to a maximum of 37.5 hours per week for 163
Employees, such that the monthly amount is approximately $5,600.00 and the outstanding
aggregate amount owed to such plan is approximately $60,000.00 to the extent current monthly
contributions remain the same through the relevant term. Additionally, approximately 30
Employees have borrowed against their Pioneer Newspapers, Incorporated, Editorial Employees
401(k) Plan accounts, and the Debtors withhold approximately $1,500.00 per weekly pay period
on account of repayment of these loans.

(e) Life and Disability Insurance.

69.  The Debtors provide certain life insurance and disability benefits to certain
Employees. There are approximately 2,260 Employees that participate in basic life insurance
coverage through the Debtors’ Employee benefits program with Aetna (“Basic Life Insurance™).

The Debtors pay approximately $25,000.00 a month for the Basic Life Insurance. As of the
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Petition Date, I believe that the Debtors do not owe any prepetition amounts on account of the
Basic Life Insurance. Aetna also provides supplemental life insurance coverage (“Supplemental
Life Insurance™). Approximatelsf 580 participants, 397 Employees, 199 Spouses and 84
dependents participate in the Supplemental Life Insurance program and the monthly premiums of
approximately $16,200.00 are paid entirely by participating Employees. Approximately 14
Employees participate in universal life insurance coverage provided by Guardian and the
monthly premiums of approximately $600.00 are paid entirely by participating Employees. In
addition, the Debtors provide Employees with short-term disability benefits through (a) Aetna at
the Debtors’ Fox Valley location for 417 Employees or (b) on a self-funded basis. The Debtors
pay approximately $960.00 a month in premjums for the short-term disability insurance provided
by Aetna at the Debtors® Fox Valley location.

70.  The Debtors provide long term disability insurance to approximately 1,500
Employees through Aetoa (“Long Term Disability Benefits”) and the monthly pfemiums of
approximately $20,000.00 are paid entirely by the Debtors.

® Executive Life and Disability Insurance.

71.  The Debtors provide life insurance benefits to five executives through American
General, Lincoln Benefits and Prudential (“Executive Life Insurance”). The Debtors pay
approximately $2,346.00 a month for the Executive Life Insurance. The Debtors further provide
disability insurance to four executives through ACE and Lloyds of London (“Executive
Disability Insurance™). [ estimate that the Debtors pay approximately $721.00 a month for the
Executive Disability Insurance.

(2 Travel and Accident Insurance.

72. The Debtors provide Businesé Travel Accident Insurance through ACE to all

Employees which has a maximum benefit of $100,000.00 per person, I estimate that the
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Debiors’ obligations for premiums to ACE for the Business Trave] Accident Insurance are
approximately $1,500.00 a month.

(h)  Accident and Dismemberment Insurance,

73.  The Debtors provide Accident and Dismemberment Insurance through Life
Insurance Company of North America. This insurance is fully funded by the approximately 90
Employees enrolied in the insurance and the Debtors’ obligations are $600.00 a moﬁth, subject to
off-set through Deductions,

(i) Education Assistance.

74. The Débtors maintain an education assistance program, available to Employees
who enroll in an approved educational program. Prior to the Petition Date, there were
approximately 13 Employees participating in the education assistance program at a total cost to
the Debtors of approximately $2,500.00 per month. As of the Petition Date, I estimate the
Debtors owe approximately $5,000.00 on account of the education assistance program.

G) Retiree Benefits.

75.  Approximately 15 of the Debtors’ retirees receive medical insurance and
prescription drug benefits for the duration of their respective lives (the “Retiree Medical Plan”).
I estimate that the Retiree Medical Plan costs the Debtors approximately $7,500.00 a month and
T estimate that the total prepetition liability for the Retires Medical Plan is approximately
$250,000.00.

76.  Approximately five of the Debtors’ retiree union members receive medical
benefits for a five year period (“Retiree Medical Plan 27). "fhe Debtors estimate that the total
prepetition liability for the Retiree Medical Plan 2 is approximately $51,358.00.

77.  Approximately 78 of the Debtors’ retirees receive medical insurance and

prescription drug benefits for periods ranging from three to 12 months based on service at the
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Debtors (the “Short Term Retiree Medical Plan™). The Debtors estimate that the Short Term
Retiree Medical Plan costs the Debtors approximately $60,000.00 a month and the Debtors
estimate that the total prepetition liability for the Short Term Retiree Medical Plan is
approximately $400,000.0D

78.  Approximately 41 0 retirees and eligible family members receive term life
insurance benefits pursuant to company retirement policies (the “Retiree Insurance Plan”). The
Debtors estimate that the Retiree Insurance Plan costs the Debtors approximately $100.00 per
month.

(k)  Pensions Programs.

79.  As of the Petition Date, the Debtors maintain seven pension plans (collectively,
the “Pension Plans™). Of the seven pension plans, only one plan, the Chicago Sun-Times Guild
Employees’ Pension Plan, actively accrues additional benefits (the “Active Pension Plan™). The
remaining six Pension Plans were amended by the Debtors to disallow new participants into the
plans and to cease benefit accruals for existing plan participants (the “Frozen Pension Plans™).5
As of the Petition Date, the Active Pension Plan has 142 active participants.

80.  The Debtors contributed an aggregate amount of $3,954,785.00 to the Pension
Plans in 2008, which included $1,875,250.00 to the Frozen Pension Plans and $2,079,535.00 to
the Active Pension Plan. As of the Petition Date, the Debtors estimate that the 2009

contributions to the Pensions Plans will be approximately $4,390,672.00, which are estimated to

5 The Frozen Pension Plans include: (a) Chicago Sun-Times Office Employees’ Pension Plan, (b} 1986 Chicago
Sun-Times Pension Plan, (c) Retirement Plan for Employees of Star Publication, Inc., (d) Pioneer Press
Retirement Plan, (¢) Retirement Plan for Bargaining Employees of Daily Southtown, Inc. and (f) Holladay-
Tyler Printing Corporation Pension Plan for Salaried Employees.
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include approximately, $2,344,350.00 to the Frozen Pension Plans and $2,046,322.00 to the
Active Pension Plan.

) Muliiemployer Pension Plans

81.  As ofthe Petition Date, the Debtors contribute to six multiemployer pension plans
(the “Mulﬁemployer Pension Plans”).6 The Debtors contributed an aggregate amount of
$3,160,000.00 to the Multiemployer Pension Plans in 2008. As of the Petition Date, the Debtors
estimate that the 2009 contributions to the Multiemployer Pensions Plans will be approximately
$2,740,000.00.

H. Voluntary and Involuntary Severance Programs

l 82. - Prior to the Petition Date, the Debtors pursued a series of voluntary and
involuntary severance initiatives to eliminate workforce redundancies and certain personnel (the
_“Severance Programs™). The Debtors have the following severance plans: (a) a basic severance
plan for which certain non-union employees are eligible (the “Basic Severance Plan™), (b)
severance and dismissal plans instituted in accordance with the various CBAs to which the
Debtors are party (the “CBA Mandated Severance Plans”) and (c) approximately 50 severance
agreements for employees in various levels of management (the “Key Employee Severance
Agreement's”). The Basic Severance Plan awards one week of severance pay for every six month
period of completed service with a maximum of 52 weeks severance pay while the CBA.
Mandated Severance Plans offer similar awards, but m some instances have lower or highgr

maximum severance and/or dismissal payments.

6  The Multiemployer Pension Plans are (a) ITU Negotiated Pension Plan, (b) GCIU Employer Retirement Fuad,
(c) IAM National Pension Fund, (d) CNP (Amalgatrust), {¢) Central Pension Fund and {f) GCIU Supplemental,
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I. ' Workers’ Compensation.

83.  The Debtors provide workers’ compensation insurance for the Employees at the
statutorily required level (the “Workers’ Compensation Program™). The Debtors place insurance
policies to provide statutory workers’ compensation benefits and employer’s liability insurance
with a commercial insurer, St. Paul Travelers, with one policy for Indiana (the “Indiana WC
Policy™) and one for all other states in which the Debtors operate (other than Indiana) (the
“General WC Policy™). Under the General WC Policy, the Debtors agree to reimburse St, Paul
Travelers for all claim costs up to $350,000.00 per claim. Under the Indiana WC Policy, the
Debtors agree to reimburse St. Paul Travelers for all ¢claim costs up to $100,000.00 per claim,
The Debtors have an accrued aggregate liability of $4,100,000.00 as of March 1, 2009 for
workers’ compensation claims below the relevant policy deductibles and the Debtors pay
approximately $132,000.00 per month in respect of claim reimbursements. The Debtors will pay
annual insurance premiums to St. Paul Travelers for 2009 in an aggregate amoumt of
approximately $411,000.00. As of the Petition Date, the Debtors have paid $207,500.00 in
insurance premiums for 2009, |

84.  Inshort, I believe that the commencement of these chapter 11 cases will likely
cause uncertainty and concern among the Debtors’ employees. Nonpayment of compensation.
and benefits, in addition to imposing hardship on the emplojees, would likely also generate
doubts regarding the stability of the Debtors and their prospects for reorganization. Failure to
pay the employee obligations would undermine morale and create significant risk of attrition.
Accordingly, 1 believe that the relief requested in the Wages Motion is in the best interests of the

Debtors’ estates and is necessary to prevent immediate and irreparable harm to the Debtors.
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Y. Debtors’ Motion for Enfry of Order Authorizing Debtors to (2) Continue Using
Existing Cash Management System, Bank Accounts and Business Forms; and
(b) Maintain Existing Investment Practices (the “Cash Management Motion”)

85.  The Debtors utilize a centralized cash management system (the “Cash
Management System™) to collect funds from their business operations and to pay operating and
administrative expenses in connection therewith. The Cash Managem‘ent System is managed
primarily by the' Debtors’ financial personnel in their treasury department located at their
headquarters in Chicago, Illinois. The Cash Management System is similar to those utilized by
ot};er companies of comparable size in the Debtors’ industry to collect, concentrate, transfer,
disburse and invest funds generated by operating entities in a cost-effective and efficient manner.

86.  Asofthe Petition Date, the Debtors maintain or exercise signatory control over
more than 44 bank accounts (the “Bank Accounts”) established at various financial institations
(the “Banks™). Generally, the Bank Accounts fall into two categories: (&) operating accounts
comprised of collection accounts used for revenue collection and disbursement accounts used for
all employee-related, general operating and administrative business payments (the “Operating
Accounts™); and (b) corporate-level, non-operating accounts used to manage and direct funds for
the Debtors’ investment and business needs (the “Corporate Accounis™). A summary of the
Debtors’ Bank accounts as of the Petition Date is as follows:

A, 6peraﬁng Accounts - Collection Accounts

(¢)) Collection Accounts

(A)  Concentration Account. The focal point of the Debtors’ Cash
Management System is the main operating account (Account
No. xxx5939) at Bank of America, N.A. (“BofA™), which serves as
the ultimate collection point for all funds moved into and through
the Cash Management System (the “Concentration Account”).
The Concentration Account holds and supplies cash to all other
accounts, as necessary. Any excess cash remaining in the
Concentration Account at the end of the day above a
$6,500,000.00 “peg amount” is swept into the sweep account at
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BofA (Account No. xxx199.7). In addition to funds from the BOA
depository and lockbox accounts that are transferred to the
Concentration Account, authorized employees of the Debtors make
disbursements from time to time based on business operating needs
of the Debtors from the Corporate Accounts into the Concentration
Account. The Debtors also maintain a demand deposit account at
JPMorgan Chase (“JPM”) for managing activity of The Post
Tribune Company (Account No. xxxxxxxx9034). Funds from the
JPM demand depository account are transferred to the
Concentration Account from time to time.

Depository Accounts. The Debtors maintain six depository
accounts at BofA. These accounts are used to facilitatea
convenient collection process for revenue generated by the sale of
newspaper advertiseiménts and subscriptions, as well as revenue:
from the various websites operated by the Debtors. Funds from the
five BofA depository accounts are initially swept via automated,
zero-balance account transfers to the Concentration Account.

Lockbox Accounts. The Debtors maintain seven lockbox accounts
at BOA and two lockbox accounts at JPM. The lockbox accounts
are used in conjunction with the BofA depository accounts and the
JPM demand deposit account to assist in providing a convenient
collection process for both local and national customers. Funds in
the BofA lockbox accounts are automatically transferred twice
daily to the Concentration Account.

Disbursement Accounts

(A)

®

Payables Account. The Debtors maintain one account at BofA for
general accounts payable (Account No. xxoxxx4538). Thisisa
zero-balance account that is funded from the Concentration
Account as needed to satisfy the Debtors” general non-payroll
operating obligations.

Payroll Accounts. The Debtors maintain five payroll accounts at
BofA and one payroll account at JPM exclusively used to fund all
employee payroll, certain benefits and withholding obligations.
The BofA payroll accounts are funded from the Concentration
Account on Wednesday and Thursday of each payroll period. The
TPM payroll account is funded from the JPM demand deposit
account. The payroll accounts disburse funds via check and direct

"deposit. The Debtors’ employees are paid bi-weeldy. The

employees of the Sun-Times newspaper and corporate employees,
on the one hand, and the employees of all of the Debtors’ other
newspapers on the other hand, are paid in alternating weeks, so
there are payroll disbursements each week.
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Corporate Accounts - The Debtors maintain 17 Corporate Accounts. As more
fully set forth below, the Corporate Accounts consist of non-operating accounts
used for managing the Debtors’ investments and periodically funding the
Operating Accounts as needed, as well as certain restricted cash accounts.
Additionally, the Debtors maintain certain dormant accounts at Wachovia Bank
that are no longer actively used in the Debtors’ Cash Management System and are
in the process of being closed. In connection with the closure of such accounts,
any remaining balances will be transferred to the BofA Accounts.

9

@

Active Corporate Accounts. In the ordinary course of the Debtors’
business, the Debtors utilize the following active corporate accounts:

(4)

(B)

©

Corporate Deposit Accounts. The Debtors maintain demand
deposit accounts (“DDAs™) to fund investment and restricted cash
accounts.

Investment Accounts. Excess DDA cash (generally above a “peg”
amount) is used to fund investment and sweep accounts consisting
of short-term interest-bearing investments. Funds from the
investment accounts are periodically transferred back to the DDAs
based on the Debtors’® business operating needs. All investments
are made in compliance with the Debtors® Short Term Investment
Policy as adopted on April 27, 2007 (the “Short Term Investment
Policy™).

Restricted Cash Accounts. The Debtors maintain four restricted
cash accounts, two at BofA, one at Fifth Third Bank and one at
Wachovia Bank. The restricted cash accounts are used to
collateralize approximately $10,271,715.00 of standby letters of
credit as of March 25, 2009 (of which $9,248,601.00 and
$1,023,114.00 of cash collateral was held at Fifth Third Bank and
Wachovia Bank, respectively) and to backstop certain litigation
and tax disputes in the aggregate amount of approximately
$176,055.00. The standby letters of credit are required in
connection with certain of the Debtors® operations (such as
workers® compensation or real property leases). The letters of
credit are required to be collateralized because the Debtors do not
maintain lines of credit with the Banks. These standby letters of
credit generally are not drawn upon (and therefore generally do not
need to be replenished), but the Debtors’ are restricted from using
the cash collateralizing these letters of credit.

Dormant Accounts. The Debtors have four DDAs at Wachovia Bank
that are neither critical to the Debtors’ Cash Management System or
business needs. The Debtors are in the process of taking steps to close the
dormant accounts, Funds in the dormant accounts will be transferred to
BofA accounts. :
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87.  The Cash Management System is similar to those commonly used by corporate
entities of comparable size and cor;nplexity to the Debtors. Such systems provide numerous
benefits, including, without limitation, the ability to: (a) quickly create status reports on the
location and amount of funds, which allows management to track and contro! such funds;

(b) ensure cash availability; and (c) reduce administrative costs through a centralized method of
coordinating and tracking movement of funds. Indeed, the Debtors maintain current and
accurate accounting records of all daily cash transactions.

C, The Debtors’ Depository Banks

88.  For each of the Banks at which the Debtors have accounts holding Debtor funds
that are not party to a Uniform Depository Agreement with the Office of the United States .
Trustee for the District of Delaware (the “U.S. Trustee”), the Debtors intend to use their good
faith efforts to cause the Bank to execute a Uniform Depository Agreement in a form ptescribed
by the U.S. Trustee within 30 days of the date of the Cash Management Order.

D. Intercompany Claims

89,  The Debtors maintain business relationships with each other, resulting in
intercompany receivables and payables (collectively, the “Intercompany Claims”). Indeed, in
connection with the daily operation of the Debtors® business, as funds are disbursed throughout
the Cash Management System at any given time, there may be Intercompany Claims owing by
one Debtor to another Debtor (collectively, the “Intercompany Transactions™). The Debtors
maintain records of all fund transfers and can ascertain, trace and account for Intercompany
Transactions. At the same time, however, if the Intercompany Transactions were to be
discontinued, the Cash Management System and the related administrative controls would be

disrupted to the Debtors’ detriment. The continued performance of the ordinary course
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Intercompany Transactions is integral to ensuring the Debtors’ ability to operate their business as
debtors in possession.

E. Investment Practices

90.  The Debtors adhere to certain prudent investment practices with regard to the
Cash Management System (the “Investment Practices™), which have the primary goals of |
maximizing liquidity and preserving capital. It is the policy of tﬁe Debtors to invest in high-
quality, short-term debt obligations in order to achieve the maximum yield consistent with safety
of principal and maintenance of liquidity. I believe it is desirable to maintain the Debtors’
excess cash in income—produt;ing investments to the fullest extent possible. As part of their Cash
Management System, the Debtors c.ollect all of their operating cash in the Concentration
Account, from which excess funds are automatically swept on a daily basis into sweep and
investment accounts for investment in overnight money market funds and short-term interest
bearing securities. Cash held in Corporate Accounts is similarly invested in money market
funds, short-term interest bearing government securities and bank-backed certificates of deposit
issued by largé U.S. banks. All such investments are made by authorized persons in accordance
with the Debtors’ Short Term Investment Policy.
VL  Debtors’ Mﬁtion for Entry of Order Authorizing, but not Directing, the Debtors to

Continue to Maintain and Administer Customer Programs and Honor Prepetition
Obligations Related Thereto (the “Customer Programs Motion™)

21.  The Debtors engage in certain practices to develop and sustain their positive
reputations with subscribers, advertisers and the markeiplace generally. Thf: practices, many of
which are customary in the Debtors® industry, include, among other things, prepayments,
refunds, rebates, error credits, barter and trade agreements, billing adjustments, credit card
programs and other programs (the “Customer Programs™). The Debtors’ Customer Programs

generate goodwill, meet competitive market pressures and ensure customer satisfaction, thereby
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retaining current customers, attracting new ones and ultimately enhancing revenue and
profitability. I believe that continuing all aspects of the Debtors® Customer Programs is essential
to maximizing the value of their estates for the benefit of all creditors. Honoring prepetition
conmmmitments under the Customer Programs will benefit the Debtors and their creditors by
allowing the Debtors’ operations to continue without interruption. The Debtors estimate that
prepetition obligations incurred by the Debtors pursuant to their Customer Programs are
approximately $16,162,000.00 in the aggregate; however, the potential cash liability with respect
to the Customer Obligations only is approximately $1,850,600.

92,  Moreover, in an effort to maintain continuity with their relationships and business
operations, the Debtors hope to continue during the postpetition period those Customer Programs
that they believe were effective prepetition. The following is a summary of the Debtors’ most
significant Customer Programs: |

A. Prepayments and Refunds

93,  There are certain instances where the Debtors receive payments from their
customers in advance of providing goods and services (the “Prepayments™). For instance, in the
Debtors® newspaper businesses, approximately 50% of the newspaper’s subscribers prepay for
newspaper subscriptions before receiving the newspaper. The terms of these prepaid
subscriptions range from four weeks to two years. The Debtors also receive payments from
certain advertisers in advance of providing newspaper advertising space for such advertisers. For
instance, the Debtors receive payments from certain small businesses and individials for the
purchase of classified advertisements two to five days before the publication of the
advertisements in the newspaper. As of the Petition Date, I believe the Debtors are holding

approximately $10,200,000.00 on account of Prepayments.
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94.  The Debtors generally do not incur actual cash liability on account of the
foregoing Prepayments, but instead incur the obligation to deliver the prepaid newspaper or
advertisements space. In certain instances, however, the Debtors are obligated to return unused
prepaid amounts (the “Refunds”). For instance, certain retailers purchase newspapers from the
"Debtors to sell to third parties. To the extent these nf;wspaper retailers do not sell all of their
purchased copies to third parties, the Debtors refund the newspaper retailers the original
purchase price of the unsold newspaper. As of the Petition Date, the Debtors estimate they owe
newspapers retailers approximately $65,000.00. The Refunds to newspaper retailers typically
take the form of credits applied to a particular newspaper retailer’s account and thus the Debtors
believe that, as of the Petition Date, their actual cash liability to newspaper retailers on account
of Refunds is a de minimis amount. The Debtors also return prepaid subscription amounts to
subscribers that cancel their subscription before the expiration of its term and to subscribers to
newspapers that have been discontinued. The Debtors will not know the total amount of their
obligations with respect to Refunds untl they receive requests from their customers. However,
as of the Petition Date, the Debtors estimate they owe a total of approximately $117,000.00 in
potential cash payments on account of Refunds.

B. Advertising Programs

95.  The majority of the Debtors’ revenue comes from advertising, with the remainder
mostly coming from subscriptions and singly copy newspaper sales. There are several types of
Customer Programs related to the Debtors” advertising services (the “Advertising Programs™).
The Debtors® Advertising Programs, each of which is described more fully below, include
(a) advertising rebates and related discounts or price adjustments (the “Rebate Program”);

(b) correction of improperly run ads (the “Error Credit Program™); and (c) barter agreements with

advertisers for the mutual exchange of advertising services (the “Barter Program™).

41
DB02:8002940.1 058197.1001




(a) Rebate Program

96.  The Debtors offer rebates, allowances, discounts and other price adjustments
(collectively, the “Rebates™) to incentivize advertisers to purchase large volumes of print
advertising from the Debtors. These Rebates are custom-negotiated by the Debtors and the

| advertisers to fit the specific deménds of the advertisers or the needs of a particular vertical
segment of the marketplace. The Rebate program is consistent with industry practice and has
been done by the Debtors for several years.

97.  Typically, the Debtors will accrue Rebates monthly, with such amounts paid in
cash or otherwise credited to the advertiser monthly, qﬁarterly or annually, depending on the
specific terms of the applicable Rebate agreement. As of the Petition Date, I believe that there is
approximately $385,000.00 of potential liability outstanding in connection with the Rebates.
However, in light of the fact that ﬁmy of these Rebates are granted in the form of additional
advertisement space or credit applied to a particular advertiser’s account, the Debtors believe that
their actual cash liability to their advertisers with respect to Rebates is only approximately
$38,500.00.

{b)  Error Credit Program

98.  Despite the Debtors’ best efforts, given the size of the Debtors’ print, media, and
online advertising business, ﬁom. time to time advertisements are run with errors or are otherwise
not to the advertiser’s satisfaction. To the extent such issues occur, under the Error Credit
Program, the Debtors will re-run the advertisement at no additional charge. In certain limited
circumstances, if an advertising error cannot be corrected by re-running the advertisement, the
Debtors will issue a credit to the advertiser’s invoice.

99.  Asofthe Petition Date, I estimate that there may be as much as $1,400,00.00 of

potential liability outstanding with respect to the Error Credit Program. However, because the
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Debtors’ primary obligations associated with the Error Cr;adit Program are to rerun
advertisernents, or where necessary, to issue a credit to the advertiser’s invoice, the Debtors do
not believe that there are any cash payments outstanding to their advertisers as of the Petition
Date on account of the Error Credit Program. I believe that their ability to continue providing
the services rendered in connection with the Error Credit Program is an essential element of their
print, media, and online advertising business.
(c) Barter Program

100. Th§ Debtors have entered into agreements with certain advertisers whereby the
Debtors exchange advertising space in their newspapers in retum for services provided to the
Debtors by the advertiser (the “Barter Agreements”). Thus, in éomc instances, instead of
receiving a cash payment from the advertiser for the running of a particular advertisement or
series of advertisements, the Debtors receive certain advertising services from the advertiser.
Generally, the advertiser compensates the Debtors by agreeing to provide advertising and sales
and marketing services. The Barter Agreements are custom-negotiated by the Debtors and the
advertisers.

101. As of the Petition Date, I believe there is approximately $2,185,000.00 of
potential liability in connection with the Barter Agreements. However, in light of the fact that
the obligations under the Barter Agreements consist primarily of the obligation to provide future

advertising services, the Debtors estimate that, as of the Petition Date, they do not have any

- .. potential cash liability with respect to the Barter Agreements. The Debtors’ ability to continue

performing their obligations under the Barter Agreements is an essential component to
maintaining the satisfaction of their advertisers and generating additional subscribers for their
newspapers. The Barter Agreements provide significant value to both the Debtors and the

Debtors® advertisers. Specifically, the Barter Agreements offer the advertisers additional options -
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and flexibility in making payment to the Debtors, which helps to retain the long-term business of
the advertiser. Further, the Debtors enjoy valuable opportunities to advertise their newspapers to
- potential subscribers and customers at no cash expense.

C. Billing Adjustments

102. Despite the Debtors’ best efforts, from time to time in the Debtors’ businesses, ‘
subscribers, advertisers and other customers are invoiced in error for amounts that they did not
actually incur. Such errors include improper invoicing (whén the invoice created doe§ not
properly reflect the items ordered by a customer), duplicate payment (when a customer makes
two payments on account of the same order), mis-pricing (when a customer is charged or pays an
incorrect price—either too high or too low—for the Debtors® products or services), and various
oth(;.r billing and payment errors (collectively, the “Invoicing Errors”). When a customer pays
for the amounts invoiced in error, the Debtors correct the Invoicing Errors through billing
adjustments (collectively, the “Billing Adjustments™).

103. Because there is some delay from the time the invoice is first issued to the time
the Debtors realize the Invoicing Error, it is difficult to predict with certainty the amount
outstanding on account of such errors. -However, as of the Petition Date, the Debtors estimate
that approximately $135,000.00 is outstanding in connection with Billing Adjustments.
However, the potential cash liability in connection with Billing Adjustments only is
approximately $15,000.00. It is essential that the Debtors be able to continue to refund amounts
due under such Invoicing Errors to their customers in order to maintain the Debtors’ customer
base and preserve the long-term goodwill of the Debtors” businesses.

D. Subsecriber Discount

104. Prior to the Petition Date, the Debtors also offered discounts to customers that

subscribe—i.e., purchase for a particular length of time and prepay or pay monthly—to the
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Debtors’ newéi:apcrs‘ (the “Subscriber Discount™). The Subscriber Discount averages
approximately 35% of the price that the bebtors charge a customer who purchases the newspaper-
or publication on a single copy Easis. The Su-bscriber Discount provides a key incentive for
customers to subscribe to the Debtors” newspapers and is consistent with industry practice. 1
estimate that the Debtors’ customers receive approximately $1,960,000.00 per month in
Sub'scriber Discounts, which amount is not a cash péyment or reimbursement to the subscribers
but rather is the aggregate revenue difference between single copy pricing and subscription
pricing. It is essential that the Debtors be able to continﬁe the Subscriber Discounts in order to
meet competitive market pressures and retain current custome;s,A thereby enhancing revenue and
profitability.

E. Customer Countests and Award Programs

105. The Debtors run certain contests and award proglr‘ams to create interest and induce
customers to purchase print editions of the newspapers (collectively, the \“Customer Contests™).
These Customer Contests often span several months and require customersto enter the contest
by a certain date. Under the terms ;)f the Customer Contests, the Debtors incur the obligation to
pay certain winning customers (collectively, the “Contest Winners”) cash amounts at a date that
is one to three months after the contest entry date. As of the Petition Date, I estimate the Debtors
have approximately six such Customer Contests in g:ffect. Potential cash payments to Contest
‘Winners under these ongoing Customer Contests total less than $20,000.00. In addition, the
Debtors request the authority to honor their obligations to two previous Contest Winners whose
award‘ amounts are paid on a monthly schedule. The total remaining payments to the previous

Contest Winners are $920,000.00 over the next 12 years.
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F. Solicitor Payments

106. The Debtors contract with approximately 25 individuals and agencies
(collectively, the “Solicitors™) who solicit newspaper subscription sales on behalf of the Debtors.
Although the Solicitors’ methods vary, it is common for the Solicitors to sign up new
subscriptions for the Debtors’ various publications by working at booths at grocery stores,
sporting events and other locations with heavy foot traffic. As consideration for the Solicitors®
efforts, the Debtors i)ay the Solicitors biweq;,kly fees in arrears, based on the volume of new
subscriptions. As of the Petition Date, I believe the Debtors owe the Solicitors approximately
$390,000.00 for fees that were earned by the Solicitors prepetition {the “Unpaid Solicitor Fees™).

107. Despite the best efforts of the Debtors and the Soiicitors, it is commeon for some
of the subscriptions obtained by the Solicitors to have either undeliverable addresses, names and
addresses that do not match or other defects that render the subscripﬁons worthless. Or, some of
the subscriptions may be cancelled shortly after they are purchased. In these circumstances, the
Debtors would not owe a fee to the Solicitors, but due to the biweekly payment cycle, the fees
may have already been paid.

108. To protect the Debtors against paying fees to Solicitors for valueless subscriptions
and to ensure that the Solicitors continue to perform their services, the Debtors maintain a
reserve againgst fees paid to Solicitors (the “Solicitor Reserve™); the Solicitor Reserve was funded
through historical commissions earned by the Solicitors but held back by the Debtors. The
Solicitor Reserve contains approximately one month’s woﬁh of fees owed to Solicitors, or
approximately $235,000.00, and is accounted for on a Solicitor-by-Solicitor basis.

109.  The Solicitors provide a vital link between the Debtors and their potential
customer base. Depending on the newspaper or publication, the Debtors estimate that over 50%

of new subscriptions are obtained through the Solicitors. The Debtors believe that many of the
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Solicitors would be unlikely to continue to conduct business on behalf of the Debtors if the
amounts in the Solicitor Reserve were to be forfeited or if the Debtors did not pay the Unpaid

" Solicitor Fees that had been eamed prepetition. In addition, using the Solicitor Reserve System
protects the Debtors from paying fees for worthless subscriptions.

G. Credit Card Processing Fees

110. The Debtors are parties to certain agreements with credit card processors
(collectively, the “Credit Card Processors”) under which the Credit Card Processors accept and
process credit card payments made by the Debtors’ customers for subscription and advertising
purchases. The Credit Card Processors disburse to the Debtors the amounts received from the
Debtors® customers, subject to certain adjustments, returns and refunds, and charge the Debtors a
processing fee (the “Credit Card Processing Fee”) for the Credit Card Processors’ services.

111.  As of the Petition Date, the Debtors estimate they owe approximately $95,000.00
on account of prepetition Credit Card Processing Fees. The Debtors’ conﬁnuéd ability to allow
their customers to pay by credit card is essential to the Debtor” ability to maximize the value of
their estate for their creditors. Losing this ability would impose a 31gruﬁcant burden on the
Debtors’ customers who prefer the option of making their subscription payments by credit card
and would eliminate a major avenue for conducting sales transactions with future customers.
Accordingly, I believe that the Debtors’ ability to honor their obligations with respect to Credit
Card Processing Fees is critical to maintaining the loyalty and goodwill of their subscribers.
VII. Debtors’ Motion for Entry of Order (a) Authorizing the Debtors to Pay Prepetition

Claims of Shippers and Lien Claimants and (b} Authorizing and Directing Banks

and Other Financial Institutions to Honor Related Checks and Electronic Payment
Requests (the “Shippers and Lien Claimants Motion”)

112. ‘The Debtors businesses involve the publication of multiple newspapers and the

placement of advertisements in these newspapers. The Debtors frequently utilize third-party
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common cairiers and truckers (collectively, the “Shippers™) to directly and indirectly transport
completed newspapers from the Debtors’ printing facilities fo their subscribers and other
customers. The Debtors employ approximately five Shippers to ensure that delivery of their
newspapers runs smoothly, As of the Petition Date, I anticipate that certain Shippers will have
outstanding invoices for the transportation services provided to the Debtors prior o the Petition
Date (the “Shipping Claims™). As of the Petition Date, I estimate that approximately
$800,000.00 remains outstanding with respect to the Shipping Claims. Absent payment of the
Shipping Claims, the Shippers likely will refuse to continue to make timely delivery of the
Debtors® goods and may seize the products in their possession as collateral securing their lien.

113. Additionally, the Debtors routinely transact business with a number of third
parties (céllectively, the “Lien Claimants™) who have the potential to assert liens against the
Debtors and their property or other assets if the Debtors fail to pay for the goods or services
rendered (the “Lien Claims”). The Lien Claimants may perform various services for the
Debtors, including certain archival and storage services. Although the Debtors generally make
timely payments to the Lien Claimants, as of the Petition Date, a number of the Lien Claimants
may not héwe been paid for certain prepetition goods and services. The Debtors do not expect
the payments on account of the Lien Claims to exceed $20,000.00.

114, Payment of prepetition amounts owed to Shippers and Lien Claimants is integral
to the Debtors’ operations and is necessary to maintain the Debtors® operations, including the
confidence and goodwill of the Debtors® customer base, which is critical to a successiul
reorganization. The sale of the Debtors® newspapers—the lifeblood of the Debtors’ operations—
depends upon the Debtors’ ability to print and deliver newspapers in a timely fashjon. Failure to

satisfy obligations with respect to the Shippers and Lien Claimants will jeopardize the supply of
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newspapers causing customers to turn to cornpetitors thereby threatening the survival of the
Debtors’ business.

115. Moreover, it is the Debtors’ business judgment that the continuation of their
positive relationship with the Shippers and Lien Claimants greatly increases the likelihood of a
successful reorganization. Payment of these prepetition amounts will save the Debtors the
considerable time and expense of having to negotiate or litigate f(')I the return of or right to use
property of the estate that may be subject to these claims. The above payments will not prejudice
unsecured creditors because the Debtors will only pay those claimants that they believe in their
business judgment to be secured by valid liens, or that they believe are capable of being secured
by perfecting Hens in the Debtors® property.

116.  Accordingly, I believe that the relief requested in the Shippers and Lien Claimants
Motion is in the best interests of the Debtors’ estates and is necessary to prevent immediate and
irreparable harm to the Debtors. |
VIII. Debtors’ Motion for Entry of Order (2) Authorizing, but not Directing, the Debtors

to Pay Certain Prepetition Taxes and (b) Directing Financial Institutions to Honor
Related Checks and Electronic Payment Requests (the “Taxes Motion™)

117. In connection with their business operations, the Debtors collect sales taxes from
their customers and incur taxes, including, but not limited to, sales, use, franchise, real and
property, business and other taxes arising from the operation of their businesses (collectively, the
“Taxes"™) that are payable to various taxing, licensing and other governmental authorities
(collectively, the “Authorities”). The Taxes are paid to the respective Authorities monthly,
quatterly or annually, in each case in accordance with all applicable laws an& regulations. Itis
my understanding that the total amount of prepetition Taxes owiﬁg to the various Authorities is

approximately $2,100,000.00.
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118. The Debtors own or lease facilities in California, Illinois, Indiana, New York and
the District of Columbia, sell newspapers primarily in Illincis and Indiana, and market
merchandise to customers in an Illinois store and across the entire United Sté‘_ces via websites
operated by the Debtors. Any disputes that could impact the Debtors’ ability to conduct business
in a particular jurisdiction could have a wide-ranging and adverse impact on the Debtors’
operations as a whole.

IX. Debtors’ Motion for Entry of Tnterim and Final Orders Determining Adequate
‘Assurance of Payment for Future Utility Services (the “Utilities Motion”)

119. In connection with the operation of their businesses and management of their
properties, the Debtors cbtain gas, water, sewer, electric, telephone and other similar utility
services from approximately 30 utility companies (the “Utility Providers™). On average, the
Debtors spend approximately $705,000.00 each month for utility services. As of the Petition
Date, the Debtors are substantially current on utility payments. Moreover, the Debtors intend to
pay postpetition obligations owed to Utility Providers in a timely manner. The Debtors expect
that their cash flow from operations and cash on hand will be sufficient to pay postpetition
obligations related to their utility services.

120. The Utility Providers provide various utility services to the Debtors’ corporate
headquarters, printing facilities, and administrative offices. The continuation of utility services,
without interruption, is essential to the Debtors’ ongoing operations and, therefore, to the success
of these chapter 11 cases. Should the Utility Providers refuse or discontinue service, even for a
brief period, I strongly believe that the Debtors’ business operations would be severely disrupted,
and the impact on the Debtors® business opérations, customer relationships, revenue, and profits

would be extremely harmful and would jeopardize the Debtors’ reorganization efforts.

50
DBE02:3002940.1 ] . ' _ 062197.1001




Accordingly, I believe that the relief requested in the Utilities Motion is necessary to prevent
immediate and irreparable harm to the Debtors.

X. Debtors’ Motion for Entry of Order Authorizing the Debtors to Continue
Prepetition Insurance Coverage Policies and Practices (the “Insurance Motion”)

12i.  The Debtors maintain various insurance programs and related insurance policies
_includmg, without limitation, the following: directors’ and officers’ liability; property and
casualty; general liability; umbrella liability; excess liability; fiduciary liability; crime and
spéf:ial crime; travel and accident; multimedia and errors and omissions professional liability;
\;\;orkers’ compensation; auto liability and international truck policies (collectively, the
“Policies™). The insured parties under the Policies include the Debtors and certain affiliates of
the Debtors.

122. The Debtors maintain these Policies through several different insurance providers.
The annual premiums for the Debtors’ current Policies total approximately $3,860,000.00. The
Debtors do not have an insurance financing program in effect. Premiums are paid to the
insurance carriers either as prepayments or pursuant to an installment schedule. As of the
Petition Date, the Debtors have paid approximately $3,510,000.00 towards pr_emiums on the
‘Policies and believe that they are current on all payment obligaﬁons with respect to the Policies;
however, payments may come due in the. future that relate to premium obligations incu;:rcd
prepetition, As of the Petition Date, it is my understanding that approximately $350,000.00
remains outstanding with respect to premiums being paid on installment schedules for existing
Policies. The uninterrupted maintenance of the Debtors’ Policies is essential to the continued

.operation of the Debtors® businesses and to the preservation of the Debtors’ estates’ value.
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Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing is true
and correct,

Dated: March 31, 2009 ) Sun Times Media Group, Inc., and its subsidiaries and
affiliates, as proposed Debtors and Debtors in Possession

es D. McDonough
enior Vice President, Chief Adplinistrative Officer,
General Counsel and Secretary

K2E 1530127113
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Corporate Organization Chart
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APPENDIX F



Court File No. 07-CL-7120

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
) FRIDAY, the 25th DAY
] .
MR, JUSTICE CAMPBELL ) OF FEBRUARY, 2011

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT,R.8.C. 1985, c. 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 LIMITED
Applicants

ORDER
(Sealing and Confidentiality Agreement Approval Order)

THIS MOTION made by the Applicants for an Order sealing confidential references in
the settiement agreement among Hollinger Inc. (“Hollinger™), the Litigation Trustee of the
Applicants, Torys LLP (Ontario) and Torys LLP (New York) (collectively, “Torys™) dated
March 26, 2010 (the “Torys Settlement Agreement™) and in the settlement agreement among
the Applicants and their existing subsidiaries (but not including the Chjcégo Newspapers
Liguidation Corp. formerly known as Sun Times Media Group, Inc. and its subsidiaries), the
Litigation Trustee and KPMG LLP Canada (“KPMG”) dated October 1, 2010 (the “KPMG
Settlement Agreement” and together with the Torys Settlement Agreement, the “Settlement
Agreements”) both attached as Exhibits to the Affidavit of William E. Aziz sworn on November

24,2010 (the “CRO Affidavit”), and for an Order approving the form of confidentiality
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agreement attached hereto as Schedule “A” (the “Confidentiality Agreement™) to be entered
into between Hollinger, Torys and KPMG (the “Settling Parties™) and such Responding Parties
who agree to be bound by the terms of the Confidentiality Agreement (the “Contractually
Bound Responding Parties”) which will govern the disclosure of the redacted portions of the
Settlement Agreements, was heard on February 18, 2011 at 330 University Avenue, Toronto,

Ontario, with judgment reserved to this date.

ON READING the Motion Record of the Applicants dated November 26, 2010, the
Supplemental Motion Record of the Applicants dated Janwary 17, 2011, the Responding Motion
Records of the Responding Parties, dated February 1, 2011, the facta of the parties, filed, and on
hearing the submissions of counsel for the Applicants, Torys, KPMG and such other counsel as
Wer; present, and on being advised that the Service List as of November 26, 2010, including all
Persons who filed Notices of Appearance in accordance with the Service and Notice Praocedure
Order dated November 12, 2010, were served electronically with the Applicants’ motion
materials:

SERVICE AND NOTICE
1. THIS COURT ORDERS that the motion was properly returnable on February 18, 2011

and that notice of this motion has been given and the service of materials filed in
connection with this motion has been conducted in accordance with the Service and
Notice Procedure Order dated November 12, 2010 and further that service upon any

interested party other than those parties served is hereby dispensed with.



SEALING ORDER

2,

THIS COURT ORDERS that the settlement amounts set out in the Torys Settlement
Agreement and in the XPMG Settlement Agreement (the “Individual Seftlement
Amounts”) be and are hereby sealed from the public record until the Settlemenis are
approved and all appeals are resolved in favour of Hollinger, Torys and KPMG, in which
case the Individual Seitlement Amounts shall be deemed to have entered the public
domain such that their disclosure shall not constitute a breach of the Conﬁ&entiality

Agreement, or if the Settlements are not approved, until fiurther order of this Court.

THIS COURT ORDERS that paragraphs 1(c) and 7(b) of the Torys Settlement
Agreement be and are hereby sealed from the public record until further order of this

Court,

THIS COURTS ORDERS that the redacted version of the CRO Affidavit shall be
placed on the public record and served on the parties to the motion pursuant to which the
Applicants seek court approval of the Settlement Agreements, and the unredacted version
of the CRO Affidavit shall be filed with the Court under seal from the public record in

accordance with paragraphs 2 and 3 of this Order.

APPROVAL OF CONFIDENTIALITY AGREEMENT

5.

THIS COURT ORDERS AND DECLARES that the redacted portions of the
Settiement Agreements may be disclosed to the Settling Parties and to the Contractually
Bound Responding Parties on the condition that those Parties agree to be bound by the
terms of and validly execute the Confidentiality Agreement attached hereto as Schedule

“A”.
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6. THIS COURT ORDERS AND DECLARES that the terms of the Confidentiality
Agreement are incorporated herein by reference and that each of the signatories to the
Confidentiality Agreement are hereby bound by the terms of the Confidentiality

Agreement,

7. THIS COURT ORDERS AND DECLARES that any breach of the Confidentiality
Agreement shall constitute a breach of this Order.

VARIANCE AND AMENDMENT

8. THIS COURT ORDERS that any interested party (including the Applicants and the
Monitor) may apply to this Court to vary or amend this Order on not less than seven (7)
days' notice to any other party or parties likely to be affected by the Order sought or upon
such other notice, if any, as this Court may order.

RECOGNITION AND ENFORCEMENT '

9, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States o
give effect to this Order and to assist the Applicants, the Monitor and their respective
agents in carrying out the terms of this Order. All courts, tribunals, regulatory and
administrative bodies are herecby respectfully requested to make such orders and to
provide such assistance to the Applicants and to the Monitor, as an officer of this Court,
as may be necessary or desirable to give effect to this Order or to assist the Applicants

and the Monitor and their respective agents in carrying out the terms of this Order.

ENTERED AT I INSGHIT A TORONTO The Honourable Mr. Justice Cuﬁ@

N/ BOOK
(I?E 1 DANS LE REGISTHE NO-

Mag 28 2011
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Schedule “A”
CONFIDENTIALITY AGREEMENT

THIS CONFIDENTIALITY AGREEMENT (the “Agreement”) is entered
into as of March 2011, between Hollinger Inc. (“Hollinger™), the Honourable John D.
Ground Q.C., as Litigation Trustee of Hollinger (the “Litigation Trustee”), KPMG LLP
(“KPMG”), Torys LLP (Ontario) and Torys LLP (New York) (collectively “Torys”) and
such of the various parties who have filed Notices of Appearance in accordance with the
Service and Notice Procedure Order issued by the Ontario Superior Court of Justice
(Commercial List) (“Ontario Court”) dated November 12, 2010 who agree to be bound
by the terms of this Agreement (collectively “Responding Parties”, individually
“Responding Party”) and who intend to respond to Hollinger's pending motions (the
“Settlement Approval Motions”) before the Ontario Court for approval of the Release
and Settlement Agreement entered into between KPMG, Hollinger and the Litigation
Trustee dated October 1, 2010 (“"KPMG Settlement Agreement”) and the Release and
Settlement Agreement entered into between Torys, Hollinger and the Litigation Trustee
dated March 26, 2010 (“Torys Settlement Agreement”) which Hollinger and the
Litigation Trustee support and is subject to an Order of the Ontario Court approving this
Agreement substantially in the form of the Order attached as Schedule “A” to this
Agreement (“Confidentiality Agreement Approval Order”);

WHEREAS the Settlement Amount as defined in the KPMG Seftiement
Agreement (“KPMG Settlement Amount”) and the Settlement Amount as defined in
the Torys Seftlement Agreement (“Torys Settlement Amount”) (collectively, the
“Settlement Amounts”) have been redacted from the copies of the KPMG Settlement
Agreement and the Torys Settlement Agreement attached as Exhibits “2B” and “2A”,
respectively, to the Affidavit of William E. Aziz, Holiinger's Chief Restructuring Officer,
sworn November 24, 2010 filed by Hollinger in support of the Settlement Approval
Motions;
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WHEREAS certain of the Responding Parties have advised counsel for
Hollinger that they require disclosure of the Settlement Amounts in order to respoﬁd to
the Settlement Approval Motions;
WHEREAS the Responding Parties expressly represent that they will
‘maintain the confidentiality of the Setilement Amounts and agree that other than as
permitted by paragraph 1 below, they will not make any use whatsoever :Sf the
Settlement Amounts:
| WHEREAS in consideration of the Responding Parties’ agreement to
maintain the eonfidentiality of the Settlement Amounts, Hollinger, the Litigation Trustee,
KPMG and Torys have agreed fo the disclosure to the Responding Parties of the KPMG
Settlement Amount and the Torys Settlement Amount for the sole purpose of enabling
the Responding Parties to respond to the Settlem!ent Approval Motions and for no other
or collateral purpose, subject to the terms and conditions of this Agreement and the
Confidentiality Agreément Approval Order;
NOW THEREFORE in consideration of the premises and covenants
contained herein, the parties hereto hereby agree as follows:
1. The Litigation Trustee and Hollinger shall be authorized to disclose the
KPMG Settlement Amount and the Torys Settlement Amount to the Responding Parties
for the sole purpose of enabling the Responding Parties to respond to the Settlement
Approval Motions subject to the following limitations and restrictions:

(a) The Responding Parties acknowledge that they have a duty to
maintain the confidentiality of the KPMG Settlement Amount and
the Torys Settlement Amount and agree to maintain the
confidentiality of the KPMG Settlement Amount and the Torys
Settlement Amount, sharing such information only with their
respective counsel on a confidential basis and with no one else;

{(b)  the Responding Parties shall be entitled to use the terms KPMG
Settlement Amount and the Torys Settlement Amount in any written
or oral submissions with the Ontario Court relating fo the pending
Settlement Approval Motions;

(c) the Responding Parties shall be expressly prohibited from referring
to or otherwise suggesting the actual amount of money comprising
the KPMG Settlement Amount and the Torys Settlement Amount in
any written or oral submissions with the Ontario Court relating to



)
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the pending Settlement Approval Motions or from making any other
use whatsoever of the KPMG Settlement Amount and the Torys
Settlement Amount or the actual amount of money comprising the
KPMG Settlement Amount and the Torys Settlement Amount untif
such time as the Seftlement Approval Motions are approved by
orders of the Ontario Court and such orders have become final, not
subject to any outstanding appeals;

the Responding Parties each expressly acknowledge and agree
that a breach of this Agreement by a Responding Party or
Responding Parties shall also constitute a - breach of the
Confidentiality Agreement Approval Order and that such breach
may resulf in:

(i) the Responding Party, or the Responding Parties,
being held in contempt of court and subject to
sanction by the Ontaric Court;

(i) subject o obtaining an order of the Ontario Court so
providing, the deemed withdrawal, release and
forfeiture of any claim that a Responding Party may
have filed with Emst & Young Inc. the Court-
appointed monitor of Hollinger (the “Monitor”)
against or in respect of the applicants in Ontario Court
file 07-CL-7120 (the “Applicants”), and including the
release and forfeiture of any other claims,
counterclaims or third party claims that might have
been filed against or in respect of the Applicants, such
claims having been barred by the Claims Bar Order,
dated May 21, 2008;

(i)  subject to obtaining an order of the Ontario Court so
providing, the deemed dismissal with prejudice of any
aclions, cross-claims, counterclaims, third party
claims or any other such claims that Responding
Party has asserted against KPMG and/or Torys, as
set out in any of the pleadings included in the
Omnibus Pleadings Brief filed by Hollinger with the
Ontario Court and of any other direct or indirect claim
asserted against KPMG and/or Torys by that
Responding Party in any way relating to the subject
matter of the “Settled Claims” as defined in the
KPMG Settlement Agreement and the Torys
Seitlement Agreement with costs payable to KPMG
and Torys on a substantial indemnity basis; and



.

(iv)  such further and other relief as the Ontario Court may
consider just,

2. The Litigation Trustee and Hollinger shall be authorized to disclose the
KPMG Settlement Amount to Torys and the Torys Settlement Amount to KPMG for the
sole purpose of enabling Terys and KPMG to participate in the Settlement Approval
Motions subject to the following limitations and restrictions:

(@  Torys and KPMG acknowledge that they have a duty to and agree
to maintain the confidentiality of the KPMG Settlement Amount and
the Torys Settlement Amount, sharing such information only with
their respective counsel and insurers on a confidential basis and
with no one else;

(by Torys and KPMG shall be entifled to use the terms KPMG
Seftlement Amount and the Torys Settlement Amount in any written
or oral submissions with the Cntario Court relating to the pending
Settlement Approval Motions; and

(¢}  Torys and KPMG shall be expressly prohibited from referring to or
otherwise suggesting the actual amount of money comprising the
KPMG Settlement Amount and the Torys Setilement Amount in any
written or oral submissions with the Ontaric Court relating to the
pending Settlement Approval Motions or from making any other use
whatsoever of the KPMG Settlement Amount and the Torys
Settlement Amount or the actual amount of money comprising the
KPMG Settlement Amount and the Torys Seitlement Amount until
such time as the Settlement Approval Motions are approved by
orders of the Ontario Court and such orders have become final, not
subject to any outstanding appeals.

3. The Litigation Trustee and Hollinger shall be authorized to disclose the
entirety of sub-paragraphs 1(a), (b) and (c) and paragraph 7(b) of the Torys Settlement
Agreement (the “Torys Redacted Provisions”) to the Responding Parties and KPMG
subject to the following limitations and restrictions:

(@) The Responding Parties and KPMG acknowledge that they have a
duty to maintain the confidentiality of the Torys Redacted
Provisions and agree to maintain the confidentiality of the Torys
Redacted Provisions, sharing such information only with their
respective counsel on a confidential basis;
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(b)  The Responding Parties and KPMG shall be expressly prohibited
from referring to the contents of the Torys Redacted Provisions in
any written or oral submissions with the Ontario Court relating to
the pending Seftlement Approval Motions.

4, The Litigation Trustee, Hollinger, Torys, KPMG and the Responding
Parties hereby acknowledge and agree that any party receiving confidential information
under the terms of this Agreement may make unrestricted use of the confidential
information once it eniers the public domain otherwise than through a breach of this
Agreement, and thét such use of the confidential information will not constitute a breach
of this Agreement. The Litigation Trustee, Hollinger, Torys and KPMG may make
unrestricted use of the confidential information once it enters the public domain,
otherwise than through a breach of this Agreement, and such use of the confidential
information will not constitute a breach of this Agreement.

5. Any waiver, modification or amendment of any provision of this Agreement
shall be effective only if in wriing in a document that specifically refers to this
Agreement and such document is signed by all parties to this Agreement.

6. This Agreement shall be governed by and construed in accordance with
the laws of the Province of Ontario. This Agreement shall enure to the benefit of and be
binding upon each of the parties to this Agreement and their respective successors and
permitted assigns.

7. , This Agreement may be executed in any number of counterparts, each of
which when executed and delivered, including any counterpart executed by a party and
transmitied to the other parties by e-mail or facsimile transmission, is an original, and all
of which when taken together constitute one and the same Agreement.

8. This Agreement shall be effective and binding on the parties hereto on the
date the last party executes and delivers the Agreement.

IN WITNESS WHEREOF, the parties have executed this Agreement as of
the day and year first above written. '
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HOLLINGER INC. for itself and on behalf of all other
CCAA Applicants and their subsidiaries other than
Sun Times Media Group, Inc., and its subsidiaries

By:

William E. Aziz
Chief Restructuring Officer

The Honourable John D. Ground
Litigation Trustee

KPMG LLP
By:

Signature

Print Name

Title

TORYS LLP, a Ontario limited liability partnership

By:

Signature

Print Name

Title
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- TORYS LLP, a New York limited liability partnership

By:

Signature

Print Name

Title

RESPONDING PARTY

By:

Signature

Print Name

Title

(an authorized signing officer)

RESPONDING PARTY

By:

Signature

Print Name

Title

(an authorized signing officer)



syueanddy o3 10J sT0me]

EIEI-POE-9TH X8

LTIT-H0E-9TY  'IBL

(95¢LES #DNST) 810quesy] el
6011-40€-917 ‘BRI

(MTYEIZ #ONST) Foeared "I (ORI

LT AN

OLIEIUQ) ‘0IU0IO],

QMUY UOTITUIO(T~0IIOI0 ],
IamoJ, oJIoe ueipene)

67€ Xog "0'd "00T¢ AMS
SIOIDIJOS pue siosteg

J71] weSianyg Mmoss uojuwIoy ],

(19p1Q [eAcxddy juammasady Ajfenuapyuo)) pue Suiess)
JHTIO

0JWO0I0], J& PIDUSTITIOD STUTPISI0E]

(LSIT TVIOITININGD)
ADLLSAC A0 LENO0D YOTIAIAS
OINV.INO

O0TIL~TDLO +"ON 9F] 100)

HLINTT VE90S ANV "ONI VAVNVD STSTTEP
“ONI ¥EONITIOH OL 1OHdSTY HIIM INTNEDONVIIY 0 ESINOYdNCD 40 NVId JISOJ0Ud V A0 YHILLYIN HHL NI ANV
AHANTAY SV ‘9€-9 "2 ‘6861 "0'SY “1OV LNTNIONYIIY SYOLIATED STINYINOD HHL 40 AL LIV HHL NI



APPENDIX G



LLOZiPore0 *sjued|jddy-uop auy pue sjues)jddy ays g papiaoad uopeunojul uo paseq paledasd - pajpnen
Arewums sy jo ped [eafzug ue ase ssjou Burfumedivesoe ayt

[ e— ——— s||E1ep Biolu Joj Ojaley palyIElE S8jou 0} 18/9Y

Aunseg paBpsid

P =TT T R
ustLjsaAL|

A n o w n
. 4 pue Loy iof

sugep Juabiuguos jensind BUMo Jo sjasse
wayRbly wny Gusie sue poyguenblyy

plabay

E'DOLS

says
B 55910 0007

samys
VSSEID 949

SQUBYS I STBID L91

Jaxd v sejas
puB uowwe)
068 *001

EiFae)
Jaid U %008

— e — —

5,000 Se12US
sue||iu § NAS
(sajou Gutfured auy 1pul se 1dasxe) LLog ‘9z Alenigad e sy

5 xipuaddy Mewiwing [repajeps aapesysnifl



1.

Appendix G

Notes to the Waterfall Summary

Overview

The “waterfall” analysis has been prepared based on unaudited information provided by
the Applicants and the Non-Applicants with the assistance of the Monitor. and includes

information relating to:
> the Applicants, consisting of:
» Hollinger;
¥ Sugra; and
> 432 Canada; as well as
> certain non-Applicant subsidiaries (the “Non-Applicants™) comprised of:
> Domgroup; and
> 10 Toronto

The Waterfall Summary is based on the unaudited and unconsolidated financial
information of the Applicants and the Non-Applicants, as well as certain supporting
financial schedules, as at February 28, 2011. The Monitor has not performed an audit or

other verification of such information.

All dollars amounts are expressed in Canadian dollars, except where otherwise noted, and

are approximate.

The Waterfall Summary provides a summary of both the Applicants’ and the Non-

Applicants’ significant assets and inter-company amounts receivable and payable

' between the Applicants and the Non-Applicants as of February 28, 2011.

Please refer to the Monitor’s Third Report for illustrative information pertaining to

additional upstream inter-company amounts between related parties and the Applicants

~ and Non-Applicants.

The Waterfall Summary reflects certain claims by Non Arms-Length creditors that are

also defendants to actions commenced or threatened by the Litigation Trustee. However,

Unaudited — Prepared from information provided by the Applicanis and the Non-Applicants
Refer to Terms of Reference
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14,

15,
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certain of these claims include provisions for contribution and indemnity claims which

are not quantifiable as this time.

The Waterfall Summary -presents the inter-company accounts receivable and inter-
company accounts payable on a gross basis, before any management valuation allowance,

except as explicitly stated.

For financial statement disclosure purposes, management historically made assessments
of the collectability of the inter-company and third party accounts receivable and, in
certain circumstances, applied a valuation allowance. These valuation allowances as of
June 30, 2007 are shown in the schedules included in Appendix B of the Monitor’s Third
Report.

These Notes to the Waterfall Summary indicate potential priority claims that have been

agserted by certain creditors.

Except with respect to claims by the Noteholders, neither the Applicants nor the Monitor
have finally determined the ranking or validity of all claims or the validity and
enforceability of any security, subordinations, trust or escrow agreements. Any
references suggesting security or priority are those of the Applicants and have not been

reviewed or verified.
The claim amounts shown herein reflect the current status as of February 28, 2011.

The Applicants advise that they and the Non-Applicants remain subject to audit and

assessment/re-assessment by the relevant tax authorities for certain periods. The Monitor

_is advised that both the Applicants and the Non-Applicants are in the process of

implementing a tax minimization sfrategy.

The Applicants believe that the resolution or determination of all of these contingent

assets and liabilities will have a material impact on the recoveries to stakeholders.

The Monitor notes that certain assets and liabilities reflected in the Waterfall Summary
are denominated in U.S. dollars (although translated to and reflected in Canadian dollars)

and therefore are subject to foreign exchange volatility over time.

Pursuant to paragraph 18 (b) of the MPSA, the claims of the Indenture Trustees under the
two debentures dated March 10, 2003 and September 30, 2003 continue to accrue interest
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in accordance with the debentures at the contractual rate until they are paid in full
Consequently, the amounts included in the waterfall and the claims analysis reflect these

claims valued as of February 28, 2011,

The following notes provide a summary of pertinent information and considerations for
each of the Applicants and Non-Applicants and are to be read in conjunction with the

Waterfall Summary.

10 Toronto

17.

18.

19.

20.

21.

10 Toronto is a wholly-owned subsidiary of Domgroup. 10 Toronto currently utilizes the

services of two former employees of 10 Toronto on a contract basis.

At the outset of the CCAA proceedings 10 Toronto had several employees, all of whom
have since been relieved of their duties as the need for their services diminished. The
Non-Applicants advise that severance amounts were fully paid to these employees and

they have released all claims against 10 Toronto.

The assets of 10 Toronto include $1.6 million of cash on hand as at February 28, 2011.
The Company has completed the sale of its remaining artwork through auctions and the

proceeds are included in the cash balance.

10 Toronto has inter-company accounts payable due to the Applicants and Non-

Applicants of:

> $0.3 million due to the Applicants, of which approximately $0.2 million is due to

Hollinger (with the balance of $0.1 million due to Sugra). 10 Toronto had
previously agreed to pay down its inter-company balance in order to fund the
Applicants’ on-going cash requirements (on an as-needed basis) during the CCA4
proceedings, subject to approval from its board of directors and the Court. Since
the date of filing 10 Toronto has funded $10.1 million thereby reducing the
outstanding balance outstanding to the Applicants as at June 30, 2007, including

interest, to $0.3 million; and
> $1.3 million is due to Domgroup.

Ravelston Corporation Limited (“RCL”)} filed a proof of claim against 10 Toronto in

respect of an inter-company advance of $0.5 million. Based on information provided by
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the Non-Applicants, the Monitor issued a Notice of Disallowance stating that amounts
claimed by RCL in its Proof of Claim should be fully set off by the amounts owed to 10
Toronto in respect of management services performed and invoiced and which remain
unpaid. RCL filed a Notice of Dispute. The Applicants and the Monitor are in
discussions with counsel to RCL to discuss resolving the claim without the need for

adjudication.

22. Domgroup and STMG are the only two secured creditors of RCL. Pursuant to the
MPSA, any recoveries from RCL would be shared equally between STMG and
Domgroup. The CRO of Domgroup agreed to waive its portion, representing 50% of the
total claim, in exchange for which RCL reduced the amount of its Notice of Dispute with
10 Toronto from approximately $0.5 million to $0.2 million. Pursuant to the Non-
Applicants’ Claims Order, as a non-arm’s length creditor, this claim will be referred to

this Honourable Court for adjudication, if necessary.

Domgroup

23.  The assets of Domgroup include:
> Cash of $17.7 million at February 28, 2011;

» Funds held in escrow in the amount of $1.2 million. The funds are held in escrow
as security for funding certain defaults, should they occur, with respect to the
unfunded group health and life insurance benefits plans for specified retirees of
the former Dominion Stores. As approved by Ordef of this Honourable Court
dated November 26, 2008, Koskie Minsky LLP was appointed Representative

Counsel for these trust beneficiaries;

> Representative Counsel filed a claim in the amount of $9.2 million. The Non-
Applicants believe that a final settlement should be closer to $6.3 million. The
Monitor has observed good faith efforts by both parties to resolve the actuarial
differences and to decide on a settlement mechanism. Over the course of the next
few weeks Domgroup and Representative Counsel will continue to negotiate an
agreement to be brought before this Honourable Court for approval. A settlement

will permit Domgroup to continue to wind up its affairs and return any surplus
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funds to the Applicants, afier satisfying third party liabilities, as repayment of
intercompany balances contemplated in the Non-Applicants’ Claims Order and in
accordance with the MPSA. If a resolution cannot be achieved, it may be

necessary to have the matter addressed by this Honourable Court;
Interest in real estate consisting of the following owned properties:

> 528 Smythe Street, in Fredericton, New Brunswick. This property was sold
on March 2, 2011 for $150,000; and

» A small remnant strip of land, Plan 335 Sheet 21 PT LOT Cl11, King St W., in

Oshawa, Ontario with little to no commercial value;

Inter-company accounts receivable from the Applicants and Non-Applicants

totalling $11.9 million, including:
» $1.3 million due from 10 Toronto;

> $0.9 million due from Sugra. The Monitor notes that Domgroup owes Sugra
$9.0 million;

> $5.8 million due from Hollinger. The amount due from Hollinger previously
included accrued interest. Upon investigation of the books and records,
management could not support the accrued interest obligation and in June
2008 the interest amount of $3.4 million was written off. The receivable is
denominated in U.S. dollars and is revalued using the month-end noon rate
from the Bank of Canada. The Monitor notes that Domgroup owes Hollinger
$14.3 million;

» As previously reported and as approved by an Order of this Honourable Court
dated May 27, 2010 and subsequently amended on December 15, 2010,
Domgroup entered into an agreement to provide a $5.2 million DIP oan
facility to the Applicants, with interest to be charged to Hollinger at the
Canadian Imperial Bank of Commerce’s Prime Rate plus 3% per annum on
any draws made on the loan and interest paid monthly. During the period
from May 1, 2010 to February 28, 2011, Hollinger drew $4.2 million on the
DIP facility.
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The Waterfall Summary does not reflect intercompany amounts owing to
Domgroup’s inactive Non-Applicants, including Safeguard Drugs, Quintana
Sales, 021173 NB (formerly Willet Foods) and Highway Markets. The Non-
Applicants have advised that these subsidiaries had mintmal third party assets and

liabilities and have been wound up.

Domgroup’s inter-company liabilities due to the Applicants and Non-Applicants include:

>

$14.3 million due to Hollinger relating to accumulated intercompany advances
and repayments. As stated in the Monitor’s Third Report issued September 7,
2d07, Domgroup had inter-company liabilities due to Hollinger as of June 30,
2007 of $23.6 million. Domgroup subsequently agreed to pay down its inter-
company balance owed to Hollinger, subject to approval from its board of
directors and pursuant to Court approval. Since then, Domgreoup has repaid $10.4
million, thereby reducing the outstanding balance, including interest, to $14.3
million. The remaining balance due is non-interest bearing. Domgroup also has a

receivable of $5.8 million due from Hollinger;

$9.0 million due to Sugra, consisting of principal of $4.0 million plus interest,
pursuant to a promissory note. The promissory note indicates that it is secured by
a General Security Agreement (“GSA”). Sugra has not been able to locate a
signed GSA. The Applicants advise that no security has been registered at this
time. Domgroup also has a non-interest bearing receivable of $0.9 million due

from Sugra; and

$13.6 million due to 432 Canada, including principal of $6.0 million plus interest
evidenced in the form of a promissory note. The promissory note indicates that it
is secured by a GSA. 432 Canada has not been able to locate a signed GSA. The

Applicants advise that no security has been registered at this time.

RCL and Ravelston Management Inc., by its Receiver and Manager and Interim

Receiver, RSM Richter Inc. (together hereinafter defined as “the Ravelston Group™), a

Non Arms-Length creditor, asserted a contingent claim to preserve any claim for set-off,

reimbursement, contribution, indemnity, costs and other relief against Domgroup on

account of claims sought by Domgroup in an action commenced by Domgroup and
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others against the Ravelston Group in the Ontario Superior Court of Justice as Court File
No. 05-CL.-5822. Based on information provided by the Non-Applicants, the Monitor
issued a Notice of Disaliowance for this claim. This notice was not disputed and the

allowed time for dispute under the Non-Applicants’ Claims Order has lapsed.

In addition, The Ravelston Group, Argus Corporation Limited, 509643 N.B. Inc., 509644
N.B. Inc., 509645 N.B. Inc., 506646 N.B. Inc. and 509647 N.B. Inc., asserted a
contingent claim to preserve any set-off, reimbursement, contribution, indemnity, costs
and other relief against Domgroup on account of claims sought by Domgroup and others
against the Ravelston Group in the Ontario Superior Court of Justice as Court File No.
06-CL-6261, Based on information provided by Management, the Monitor issued a
Notice of Disallowance for this claim. The Ravelston Group has filed a Notice of
Dispute. The Applicants and the Monitor are in discussions with counsel to the Ravelston
Group with a view t0 resolving the claim without the need to proceed to Court for

adjudication.

Crystalline Investments Limited (“Crystalline”) and Burnac Leaseholds Limited
(“Burnac™) filed claims against Domgroup totalling approximately $2.7 million relating
to former real estate property leases held by Domgroup. In consultation with the CRO,
the Monitor issued Notices of Disallowance reducing the claims to nil. Both Burnac and
Crystalline filed Notices of Dispute. Given the size of these two claims, the Non-
Applicants, in consultation with both the Monitor and its key stakeholders, sought to refer
these claims to this Honourable Court for determination pursuant to the provisions of the
Non-Applicants’ Claims Process. In December 2010, this Honourable Court declined to
hear the matter and directed that it be adjudicated by the Claims Officer. The hearing

before the Claims Officer is in progress.

Sugra is a wholly-owned subsidiary of Hollinger. Sugra’s primary function was to
manage the operations of the Hollinger group’s private aircraft and related personnel until

this function was transferred to Hollinger Aviation in February 2002,

Sugra is a covenantor under the senior and second lien notes.
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Sugra’s assets include inter-company accounts receivable from the Applicants and Non-

Applicants totalling $9.1 million, including:
> $0.1 million due from 10 Toronto; and

> $9.0 million due from Domgroup, consisting of principal of $4.0 million plus
interest, pursuant to a promissory note. The promissory note indicates that it is
secured by a GSA. Sugra has not been able to locate a signed GSA. The
Applicants advise that no security has been registered at this time. Sugra also has

a non-interest bearing payable of $0.9 million due to Demgroup.

Sugra’s liabilities consist primarily of $349.1 million due to Hollinger. The Monitor has
not undertaken any review of the historical transactions that give rise to this inter-

company payable.

The Ravelston Group, Argus Corporation Limited, 509643 N.B. Inc., 509644 N.B. Inc.,
509645 N.B. Inc., 506646 N.B. Inc. and 509647 N.B. Inc., asserted a contingent claim to
preserve any set-off, reimbursement, contributicn, indemnity, costs and other relief
against Sugra on account of claims sought by Sugra and others against the Ravelston
Group in the Ontario Superior Court of Justice as Court File No. 06-CL-6261. Based cn
information provided by the Applicants, the Monitor issued a Notice of Disallowance for
this claim. The Ravelston Group has filed a Notice of Dispute. The Applicants and the
Monitor are in discussions with counsel to the Ravelston Group with a view to resolving

the claim without the need to proceed to Court for adjudication.

‘A Non Arms-Length creditor who is also a defendant to actions commenced or
threatened by the Litigation Trustee has filed a $33.2 million claim against Sugra in the

Applicants’ Claims Process.

432 Canada

34.

35.

432 Canada is a wholly-owned subsidiary of Sugra. 432 Canada is a guarantor under the
senior and second lien notes and has granted security over certain of its assets, including
its shares of STMG.

432 Canada’s assets include:
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14,904,944 Class A shares of STMG, which combined with the 2,366,979 leares \
held by Hollinger, comprise a total of 17.3 million Class A Shares and
approximately 21.1% of the Class A shares of STMG. At the date of the CCAA4
filing, 432 Canada owned 12.99 million Class B shares of STMG, which
combined with the 2.0 million shares held by Hollinger, comprised 100 percent of
STMG’s Class B shares. The STMG Class B shares possessed ten to one multiple
voting rights, compared to the STMG Class A shares, which provided the
Applicants with voting control of STMG. These shares were not publicly traded.
Pursuant to paragraph 4 of the MPSA, STMG agreed to convert the Class B

shares into Class A shares at a conversion rate of 1 to 1.1.;

615,944 of the Class A shares of STMG held in support of share exchanée
requests made by holders of the 1.7 million of Hollinger’s Series I preference
shares. These Class A shares were held pursuant to an escrow agreement with
Computershare Trust Company of Canada (“Computershare”). The Applicants
obtained an Order to terminate the Escrow Agreement and relieve Computershare
of its obligation to hold the Class A shares of STMG. The STMG shares were
returned to Hollinger. As a result of STMG’s bankruptcy proceedings, the market
value of the Applicants’ Class A common shares in STMG declined to $nil.

Inter-company accounts receivable from the Applicants and Non-Applicants

totalling $359.8 million including:

» $346.4 million due from Hollinger. The Monitor has not undertaken any
review of the historical transactions that gave rise to this inter-company
account receivable. 432 Canada also has $7.9 million in accounts payable to
Hollinger. Pursuant to the MPSA, 50% of the net inter-company balance
between Hollinger and 432 Canada will be recognized for the purposes of

calculating a distribution; and

» $13.6 million due from Domgroup, consisting of $6.0 million plus interest
evidenced in the form of a demand promissory note. The promissory note

indicates that it is secured by a GSA. 432 Canada has not been able to locate
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a signed GSA. The Applicants advise that no security has been registered at

this time.

36. 432 Canada’s liabilities include:

»

$71.1 million due to STMG consisting of principal of US$20.4 million plus
interest af 16.5 percent per annum, compounded quarterly, pursuant to a demand
promissory note (the “432 Note”). The 432 Note is subject to a subordination
agreement with respect to the principal and interest owing pursuant to the notes
issued under the indentures. The 432 Note amount was confirmed in the MPSA.

Interest continues to accrue;

Claims by the Canada Revenue Agency and the Ministry of Revenue in the
combined amount of $5.1 million, primarily related to the imposition of gross
negligence penalties for the year ended December 31, 2004. Based on
information provided by the Applicants, the Monitor issued Notices of Revision
reducing the claims to $0.2 million. These creditors have filed Notices of
Dispute. The claim, if not resolved, will be referred to the Claims Officer for

adjudication;

A non-arm’s length creditor who is also a defendant to actions commenced or
threatened by the Litigation Trustee has filed a $33.2 million claim against 432

Canada in the Applicants’ Claims Process; and

The Ravelston Greup, Argus Corporation Limited, 509643 N.B. Inc., 509644
N.B. Inc., 509645 N.B. Inc., 506646 N.B. Inc. and 509647 N.B. Inc., asserted a
contingen’é claim to preserve any set-off, reimbursement, contribution, indemnity,
costs and other relief against 432 Canada on account of claims sought by 432
Canada and others against the Ravelston Group in the Ontario Superior Court of
Justice as Court File No. 06-CL-6261.. Based on information provided by the
Applicants, the Monitor issued a Notice of Disallowance for this claim. The
Ravelston Group has filed a Notice of Dispute. The Applicants and the Monitor
are in discussions with counsel to the Ravelston Group with a view to resolving

the claim without the need to proceed to Court for adjudication.
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Hollinger

37.  Hollinger and the other Applicants do not conduct any direct business operations of their

own. One asset is their direct and indirect ownership interest in STMG referred to above.
38.  Hollinger’s other principal assets are:

> The Litigation Assets, including claims asserted or threatened against a number of
parties in five principal proceedings, including in the threatened proceedings
which are subject of the Settlements. The aggregate amount of damages claimed
in all of these actions or threatened actions exceeds $1.5 billion. The Monitor
notes that the aggregate value of these assets is uncertain at present but may be
material. The Applicants have expressed their view to the Monitor that these
assets have significant value. The Monitor has not conducted any assessment of

the Litigation Assets;

> a direct or indirect interest in certain active and inactive Non-Applicants,

including 10 Toronto and Domgroup;
> Cash of $1.7 million at February 28, 2011;

> Cash held in escrow in the amount of $0.6 million. The escrowed funds are in
support of Hollinger’s indemnities in respect of one current and one former
officer. The Monitor has not evaluated and expresses no view on the

enforceability of the escrow arrangement;

> Hollinger’s share of the U.S. $24.5 million of insurance settlement proceeds from
the fourth excess layer of directors’ and officers’ insurance previously held by the
Applicants. An interpleader action was commenced in the Delaware Superior
Court. Pursuant to the MPSA, STMG and Hollinger agreed to share any proceeds

85 percent and 15 percent, respectively;

> Hollinger has significant tax losses and is in the process of evaluating whether

such losses can be monetized for the benefit of Hollinger’s stakeholders;

> Intercompany accounts receivable from the Applicants and Non-Applicants

totalling $371.3 million, including:



39.

-12-

> $0.2 million due from 10 Toronto. 10 Toronto previously agreed to pay down
its inter-company balance in order to fund the Applicants’ ongoing cash
requirements (on an as-needed basis) during the CCAA proceedings (subject
to approval from its board of directors and the Cowrt). To date, since the
initiation of the CCAA proceedings, 10 Toronto has repaid $9.4 million to
Hollinger;

» $349.1 million due from Sugra. The Monitor has not undertaken any review
of the historical transactions that gave rise to this inter-company account

receivable;

> $14.3 million due from Domgroup, relating to accumulated inter-company

advances and repayments. There is no interest applied to this ameunt; and

> $7.9 million due from 432 Canada.

In addition to the indebtedness owing pursuant to the Applicants’ Senior First Lien Notes

in the amount of US $78 million and Senior Second Lien Notes in the amount of US $15

million, Hollinger’s inter-company accounts payable due to the Applicants and Non-

Applicants liabilities include:

>

$346.4 million due to 432 Canada. The Monitor has not undertaken any review of
the historical transactions that gave rise to this inter-company account payable.
Hollinger also has receivables of $7.9 million due from 432 Canada. Pursuant to
the MPSA, 50 percent of the net inter-company balance between Hollinger and

432 Canada will be recognized for the purposes of calculating a distribution;

$5.8 million due to Domgroup. The amount due to Domgroup previously
included accrued interest. Upon investigation of the books and records,
management could not support the accrued interest obligation and in June 2008

the interest in the amount of $3.4 million was written off; and

As previously reported and approved by an Order of this Honourable Court dated
May 27, 2010 and subsequently amended on December 15, 2010, Domgroup
provided a $5.2 million DIP loan facility to the Applicants, with interest to be

charged to Hollinger at the Canadian Imperial Bank of Commerce’s Prime Rate
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plus 3 percent per annum on any draws made on the loan. During the period from
May 1, 2010 to February 28, 2011, Hollinger drew $4.2 million on the DIP
facility.

Hollinger executed a Limited Recourse Guarantee and a Security Agreement in favour of
STMG on March 10, 2003 with respect to 432 Canada’s obligations under the 432 Note.
The Applicants advise that STMG’s rights under the 432 Note and Security Agreement
executed by Hollinger are limited to any recovery obtained under a guarantee executed
by RCL in favour of Hollinger that was assigned and pledged by Hollinger to STMG.
STMG filed claims totalling $100.3 million against Hollinger, including a $71.1 million
claim under the guarantee. The Applicants believe that pursuant to the MPSA, STMG

should not have claimed this $71.1 million against Hollinger.

The Ravelston Group, a Non Arms-Length creditor, asserted a contingent claim to
preserve any set-off, reimbursement, contribution, indemnity, costs and other relief
against Domgroup on account of claims sought by Domgroup in an action commenced by
Domgroup and others against the Ravelston Group in the Ontario Superior Court of
Justice as Court File No. 05-CL-5822. Based on information provided by the Non-
Applicants, the Monitor issued a Notice of Disallowance for this claim. This notice was
not disputed and the allowed time for dispute under the Non-Applicants Claim Order has
lapsed.

In addition, The Ravelston Group, Argus Corporation Limited, 509643 N.B. Inc., 509644

" N.B. Inc., 509645 N.B. Inc., 506646 N.B. Inc. and 509647 N.B. Inc., asserted a

contingent claim to preserve any set-off, reimbursement, contribution, indemnity, costs
and other relief against Hollinger on account of claims sought by Hollinger and others
against the Ravelston Group in the Ontario Superior Court of Justice as Court File No.
06-CL-6261. Based on information provided by the Applicants, the Monitor issued a
Notice of Disallowance for this claim. The Ravelston Group has filed a Notice of
Dispute. The Applicants and the Monitor are in discussions with counsel to the Ravelston
Group with a view to resolving the claim without the need to proceed to Court for

adjudication.



43,

44.

-14-

Non Arms-Length creditors who are also defendanis to actions commenced or threatened
by the Litigation Trustee, have filed quantifiable claims of $117.3 million against

Hollinger in the Applicants’ Claims Process which include:

> a claim of $83.0 million plus an unknown contingent claim for contribution and
indemnity;

> a claim of $0.9 million plus an unknown contingent claim for contribution and
indemnity;

> a claim of $0.2 million plus an unknown contingent claim for contribution and
indemnity;

> a claim of approximately $5,000 plus an unknown contingent claim for

contribution and indemnity; and

> a claim of $33.2 million, including an estimated amount for contribution and

indemnity.

As previously reported, Catalyst, a Non Arms-Length creditor, has recently asserted that
its claim against Hollinger of approximately $2.0 million is a super-priority claim. In the
Applicants’ Claims Process, the claim was originally filed with the Monitor by Catalyst
as an unsecured claim against Hollinger. This matter will be adjudicated by this

Honourable Court.
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