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liquidated or unliquidated, matured or unmatured, contingent or actual, disputed or undisputed, 
foreseen or unforeseen, and direct, indirect, or derivative, at common law, in equity, or under 
statute, and “Claim” means any one of them. 

“Claims Administrator” means the claims administrator approved and appointed by the CCAA 
Court to (i) manage the overall administration of the individual claims process and perform all 
other duties and responsibilities assigned to it in regard to the PCC Compensation Plan, and (ii) 
manage the overall administration of the individual claims process and perform all other duties 
and responsibilities assigned to it in regard to the Quebec Administration Plan.  The appointment 
of Epiq as the Claims Administrator will be upon the recommendation of the Court-Appointed 
Mediator and the Monitors and subject to the approval of the CCAA Court. 

“COPD” means chronic obstructive pulmonary disease (GOLD Grade III or IV).  The Global 
Initiative for Chronic Obstructive Lung Disease (“GOLD”) developed a four grade classification 
system based upon severity of airflow limitation and other diagnostic parameters.  The GOLD 
Grade III (severe) and GOLD Grade IV (very severe) classifications represent the two most 
severe categories of disease. 

“Cy-près Fund” means the aggregated amount allocated from the Global Settlement Amount 
payable into the Cy-près Trust Account which shall be administered by the Cy-près Foundation.   

“Emphysema” means the condition of the lung that is marked by distension and eventual rupture 
of the alveoli with progressive loss of pulmonary elasticity, that is accompanied by shortness of 
breath with or without cough, and that may lead to impairment of heart action. For the purpose 
of the PCC Compensation Plan, “Emphysema” includes COPD (GOLD Grade III or IV). 

“Epiq” means Epiq Class Actions Services Canada, Inc. 

“Global Settlement Trust Account” has the meaning given in Article 5, Section 5.3 of the 
CCAA Plan. 

“HCCR Legislation” means, collectively, the Crown’s Right of Recovery Act, SA 2009, c C-35, 
Part 2, Sections 41-50 only, Tobacco Damages and Health Care Costs Recovery Act, SBC 2000, 
c 30, The Tobacco Damages and Health Care Costs Recovery Act, SM 2006, c 18, Tobacco 
Damages and Health Care Costs Recovery Act, SNB 2006, c T-7.5, Tobacco Health Care Costs 
Recovery Act, SNL 2001, c T-4.2, Tobacco Damages and Health-Care Costs Recovery Act, SNS 
2005, c 46, Tobacco Damages and Health Care Costs Recovery Act, SNWT 2011, c 33 
(proclaimed but not yet in force), Tobacco Damages and Health Care Costs Recovery Act, SNu 
2010, c 31 (proclaimed but not yet in force), Tobacco Damages and Health Care Costs Recovery 
Act, 2009, SO 2009, c 13, Tobacco Damages and Health Care Costs Recovery Act, SPEI 2009, 
c 22, Tobacco-related Damages and Health Care Costs Recovery Act, 2009, CQLR c R-2.2.0.0.1, 
and The Tobacco Damages and Health Care Costs Recovery Act, SS 2007, c T-14.2. 

“Imperial” means, collectively, ITCAN and ITCO. 

“ITCAN” means Imperial Tobacco Canada Limited. 

“ITCO” means Imperial Tobacco Company Limited. 
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“JTIM” means JTI-Macdonald Corp. 

“Knight Class Action” means Kenneth Knight v. Imperial Tobacco Canada Limited (Supreme 
Court of British Columbia, Court File No. L031300). 

“Knight Class Action Plaintiffs” means Individuals who meet the criteria of the certified class 
definition in the Knight Class Action.  The fact that an Individual is a Knight Class Action 
Plaintiff does not thereby disqualify that Individual from being a Pan-Canadian Claimant. 

“Létourneau Class Action” means Cecilia Létourneau et al. v. Imperial Tobacco Canada Ltd., 
et al., Court File No. 500-06-000070-983 (Montreal, Quebec). 

“Létourneau Judgment” means the judgment rendered by the Honourable Justice Brian Riordan 
on May 27, 2015 as rectified on June 8, 2015, and the judgment of the Court of Appeal of Quebec 
dated March 1, 2019 in the class action commenced in the Quebec Superior Court in Court File 
No. 500-06-000070-983 (Cecilia Létourneau et al. v. Imperial Tobacco Canada Ltd., et al.). 

“Pan-Canadian Claimants”, or “PCCs” means individuals, excluding Blais Class Members and 
Létourneau Class Members in relation to QCAP Claims, who have asserted or may be entitled to 
assert a PCC Claim. 

“Parent” means: 

(i) in the case of lmperial, British American Tobacco p.l.c.; 

(ii) in the case of RBH, Philip Morris International Inc.; and 

(iii) in the case of JTIM, JT International Holding B.V. 

“Parties” means the Claimants, the Tobacco Companies and the Tobacco Company Groups, and 
“Party” means any one of them. 

“PCC Claims Period” means the four-year period from March 8, 2015 to March 8, 2019 
inclusive of those dates.  

“PCC Compensation Plan Amount” means the aggregate amount payable pursuant to the 
Global Settlement by the Tobacco Companies into the PCC Trust Account in respect of 
compensation for Eligible Pan-Canadian Claimants. 

“PCC Representative Counsel” means The Law Practice of Wagner & Associates, Inc. 

“Plan Implementation Date” means the date upon which all of the Plan Implementation 
Conditions and the conditions to other Definitive Documents have been satisfied or waived and 
the transactions contemplated by the CCAA Plans, the Sanction Orders and the other Definitive 
Documents are to be implemented, as evidenced by the Monitors’ Certificates to be delivered to 
the Tobacco Companies and filed with the CCAA Court. 

“Provinces” means, collectively, His Majesty the King in right of British Columbia (“British 
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Columbia”), His Majesty the King in right of Alberta (“Alberta”), His Majesty the King in right 
of Saskatchewan (“Saskatchewan”), His Majesty the King in right of Manitoba (“Manitoba”), 
His Majesty the King in right of Ontario (“Ontario”), the Attorney General of Quebec 
(“Quebec”), His Majesty the King in right of New Brunswick (“New Brunswick”), His Majesty 
the King in right of Nova Scotia (“Nova Scotia”), His Majesty the King in right of Prince Edward 
Island (“Prince Edward Island”) and His Majesty the King in right of Newfoundland and 
Labrador (“Newfoundland and Labrador”). 

“QCAP Claim” means any Claim that has been advanced, could have been advanced or could 
be advanced in the following class actions or in any other similar proceedings, whether before or 
after the Effective Time: 

(a) Conseil québécois sur le tabac et la santé et Jean-Yves Blais c. Imperial Tobacco Ltée, 
Rothmans, Benson & Hedges Inc. et JTI-MacDonald Corp. (Quebec Superior Court, Court 
File No. 500-06-00076-980); and 

(b) Létourneau c. Imperial Tobacco Ltée, Rothmans Benson & Hedges Inc. et JTI MacDonald 
Corp. (Quebec Superior Court, Court File No. 500-06-000070-983), 

including the judgment of the Honourable Justice Brian Riordan dated May 27, 2015 as rectified 
on June 9, 2015, and the judgment of the Court of Appeal of Quebec dated March 1, 2019, and 
any such Claim that is a Section 5.1(2) Claim or Section 19(2) Claim. 

“QCAP Cy-près Contribution” means the sum of $131.0 million forming part of the QCAP 
Settlement Amount that shall be contributed by the QCAPs to the Cy-près Fund and paid into the 
Cy-près Trust Account.  The QCAP Cy-près Contribution is the consideration for the full and final 
settlement and satisfaction of the Létourneau Judgment. 

“QCAP Settlement Amount” means the amount allocated from the Global Settlement Amount 
and paid for the benefit of the QCAPs in settlement of the Tobacco Companies’ liability pursuant 
to the judgments rendered in the Quebec Class Actions, as set forth in Article 16, Sections 16.1, 
16.2 and 16.3 of the CCAA Plans. 

“QCAP Trust Account” means the designated trust account or trust accounts held in the Bank for 
the benefit of the Quebec Class Action Plaintiffs and into which the QCAP Settlement Amount 
shall be paid and deposited from the Global Settlement Trust Account. 

“Quebec Class Action Administration Plan”, or “Quebec Administration Plan”, means the 
document (with attached appendices) that is subject to the approval of the CCAA Court setting out 
the process by which the Quebec Class Action Plaintiffs may submit claims for a Compensation 
Payment pursuant to the Blais Judgment, the process of administering such claims, and the joint 
oversight and supervision thereof by the CCAA Court and the Superior Court of Quebec. 

“Quebec Class Actions” means, collectively, (i) Conseil québécois sur le tabac et la santé et al. 
v. JTI-Macdonald Corp. et al., Court File No. 500-06-000076-980 (Montreal, Quebec), and (ii) 
Cecilia Létourneau et al. v. Imperial Tobacco Canada Ltd., et al., Court File No. 500-06-000070-
983 (Montreal, Quebec). 
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“Quebec Class Action Plaintiffs” or “QCAPs”, means individuals who meet the criteria of the 
certified class definitions in the Quebec Class Actions. 

“RBH” means Rothmans, Benson & Hedges Inc. 

“Released Claims” has the meaning given in Article 1, Section 1.1 of the CCAA Plan. 

“Released Parties” has the meaning given in Article 1, Section 1.1 of the CCAA Plan. 

“Surviving Family Members” means, collectively the Individuals who are eligible to recover 
damages for loss of guidance, care and companionship pursuant to the applicable legislation in 
each jurisdiction which governs surviving family members’ claims for damages, namely:  Family 
Compensation Act, RSBC 1996, c. 126; Fatal Accidents Act, RSA 2000, c. F-8; The Fatal 
Accidents Act, RSS 1978, c. F-11; The Fatal Accidents Act, CCSM, c. F50; Family Law Act, RSO 
1990, c. F.3; Civil Code of Quebec, chapter CCQ-1991; Fatal Accidents Act, RSNB 2012, c.104; 
Fatal Injuries Act, RSNS 1989, c. 163; amended 2000, c. 29, ss. 9-12; Fatal Accidents Act, RSPEI 
1988, c. F-5; Fatal Accidents Act, RSNL 1990, c F-6; Fatal Accidents Act, RSY 2002, c 86; and 
Fatal Accidents Act, RSNWT (Nu) 1988, c F-3.  For greater certainty, “Surviving Family 
Members” does not include the estates of Individuals who fulfill the criteria to receive 
compensation as a Pan-Canadian Claimant. 

“Territories” means, collectively, the Government of Yukon (“Yukon”), the Government of the 
Northwest Territories (“Northwest Territories”) and the Government of Nunavut (“Nunavut”). 

“Tobacco Claim” has the meaning given in Article 1, Section 1.1 of the CCAA Plan. 

“Tobacco Companies” means, collectively, Imperial, RBH and JTIM, and “Tobacco Company” 
means any one of them. 

“Tobacco Company Group” means, in respect of a Tobacco Company, the applicable Parent and 
all other current or former affiliates, direct or indirect subsidiaries or parents, of such Tobacco 
Company, and their respective indemnitees. 

“Tobacco Product” means any product made in whole or in part of tobacco that is intended for 
human consumption or use, including any component, part, or accessory of or used in connection 
with a tobacco product, including cigarettes, tobacco sticks (intended for smoking and requiring 
further preparation before they are smoked), loose tobacco intended for incorporation into 
cigarettes, cigars, cigarillos, pipe tobacco, kreteks, bidis and smokeless tobacco (including 
chewing tobacco, nasal snuff and oral snuff), but does not include any Alternative Product. 

“Tobacco-related Disease” means a disease or other illness or harm caused or contributed to by 
the use of or exposure (whether directly or indirectly) to a Tobacco Product. 
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APPENDIX “B” 

CONSIDERATION PROVIDED BY APPLICANTS IN GLOBAL SETTLEMENT TO SETTLE 
CLAIMS AND POTENTIAL CLAIMS OF INDIVIDUALS RESIDENT IN CANADA 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PCC COMPENSATION PLAN 

The PCC Compensation Plan will provide direct compensation to 
individuals who fulfill the following PCC Eligibility Criteria: 

(a) on the date that a claimant submits their claim to the PCC 
Compensation Plan: 

(i) if the claimant is alive, they must reside in a Province 
or Territory in Canada, or 

(ii) if the claimant is deceased, they must have resided in a 
Province or Territory in Canada on the date of their 
death; 

(b) the claimant was alive on March 8, 2019; 

(c) between January 1, 1950 and November 20, 1998, the 
claimant smoked a minimum of twelve pack-years of 
cigarettes manufactured by the Applicants; 

(d) between March 8, 2015 and March 8, 2019 (inclusive of those 
dates), the claimant was diagnosed with: 

(i) a primary lung cancer,  

(ii) squamous cell carcinoma of the larynx, oropharynx or 
hypopharynx, or 

(iii) chronic obstructive pulmonary disease (GOLD Grades 
III and IV); and 

(e) on the date of the diagnosis with a PCC Compensable Disease 
the claimant resided in a Province or Territory in Canada. 

THE CY-PRÈS 

The Cy-près will provide the consideration for the full and final 
settlement and release of all claims and potential claims of PCCs who 
do not qualify to receive compensation payments from the PCC 
Compensation Plan. The group of claimants who will be covered by 
the Cy-près includes the following Persons and any affected family 
members or estates: 

(a) Smokers suffering from lung or throat cancer or 
Emphysema/COPD Gold Grade III or IV who are outside the 
claims period or who smoked less than the requisite twelve 
pack years or, in the case of Emphysema/COPD, were not 
classified as Gold Grade III or IV or the equivalent; 

(b) Smokers who have tobacco-related harms other than lung or 
throat cancer and Emphysema/COPD Gold Grade III or IV or 
the equivalent; and 

(c) Persons who smoke or have smoked tobacco products who 
have not yet or may never contract a tobacco-related harm. 
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APPENDIX “C” 

CERTIFIED QUEBEC CLASS ACTIONS WITH JUDGMENT 

Action Jurisdiction 
Year Commenced 

Certified Class Definition Status 

Conseil québécois sur le 
tabac et la santé et al. v. 
JTI-Macdonald Corp. et al. 
(“Blais”) 

Quebec 

1998 

All persons residing in Quebec who satisfy the 
following criteria:  

1) To have smoked, between January 1, 1950 and 
November 20, 1998, a minimum of 12 
pack/years of cigarettes manufactured by the 
defendants (that is, the equivalent of a minimum 
of 87,600 cigarettes, namely any combination of 
the number of cigarettes smoked in a day 
multiplied by the number of days of 
consumption insofar as the total is equal or 
greater than 87,600 cigarettes) … 

2) To have been diagnosed before March 12, 2012 
with:  

(a) Lung cancer or 

(b) Cancer (squamous cell carcinoma) of the 
throat, that is to say of the larynx, the 
oropharynx or the hypopharynx, or  

(c) Emphysema.  

This group also includes the heirs of the persons 
deceased after November 20, 1998 who satisfied the 
criteria mentioned herein.77 

Quebec Superior 
Court granted 
judgment in favour of 
QCAPs on May 27, 
2015; Quebec Court 
of Appeal upheld 
trial judgment on 
March 1, 2019 

 
77 Imperial Tobacco Canada ltée c. Conseil québécois sur le tabac et la santé et al., 2019 QCCA 358 at para. 1282. 
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Action Jurisdiction 
Year Commenced 

Certified Class Definition Status 

Cecilia Létourneau et al. v. 
Imperial Tobacco Canada 
Ltd., et al. (“Létourneau”) 

Quebec 

1998 

All persons residing in Quebec who, as of September 
30, 1998, were addicted to the nicotine contained in 
the cigarettes made by the defendants and who 
otherwise satisfy the following criteria:  

1) They started to smoke before September 30, 
1994 and since that date have smoked 
principally cigarettes manufactured by the 
defendants; 

2) Between September 1 and September 30, 1998, 
they smoked on a daily basis an average of at 
least 15 cigarettes manufactured by the 
defendants; and 

3) On February 21, 2005, or until their death if it 
occurred before that date, they were still 
smoking on a daily basis an average of at least 
15 cigarettes manufactured by the defendants. 
The group also includes the heirs of the 
members who satisfy the criteria described 
herein.78 

Quebec Superior 
Court granted 
judgment in favour of 
QCAPs on May 27, 
2015; Quebec Court 
of Appeal upheld 
trial judgment on 
March 1, 2019 

 

 
78 Létourneau v. JTI-Macdonald Corp., 2015 QCCS 2382 at para. 1233. 
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APPENDIX “D” 

UNCERTIFIED CLASS ACTIONS – NO JUDGMENTS 

 

Action Jurisdiction 
Year Commenced 

Proposed Class Definition Status 

Barbara Bourassa on behalf 
of the Estate of Mitchell 
David Bourassa v. Imperial 
Tobacco Canada Limited et 
al. (Plaintiff commenced 
two actions:  Court File No. 
10-2780 and Court File No. 
14-4722) 

British Columbia 

2010 and 2014 

All individuals including their estates, who were alive 
on June 12, 2007, and suffered or currently suffer from 
chronic respiratory diseases, after having smoked a 
minimum of 25,000 cigarettes designed, manufactured, 
imported, marketed or distributed by the defendants. 

Certification motion 
has not been brought. 

No trial has been 
held and no judgment 
has been rendered. 

Roderick Dennis McDermid 
v. Imperial Tobacco 
Canada Limited et al. 

British Columbia 

2010 

All individuals including their estates, who were alive 
on June 12, 2007, and suffered or currently suffer from 
heart disease, after having smoked a minimum of 
25,000 cigarettes designed, manufactured, imported, 
marketed or distributed by the defendants. 

Certification motion 
has not been brought. 

No trial has been 
held and no judgment 
has been rendered. 

Linda Dorion v. Canadian 
Tobacco Manufacturers’ 
Council et al. 

Alberta 

2009 

All individuals including their estates, who purchased 
and smoked cigarettes designed, manufactured, 
marketed or distributed by the defendants, and their 
dependents and family members. 

Certification motion 
has not been brought. 

No trial has been 
held and no judgment 
has been rendered. 
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Action Jurisdiction 
Year Commenced 

Proposed Class Definition Status 

Thelma Adams v. Canadian 
Tobacco Manufacturers’ 
Council et al. 

Saskatchewan 

2009 

All individuals who were alive on July 10, 2009, and 
suffered or currently suffer from chronic pulmonary 
disease, emphysema, heart disease or cancer, after 
having smoked a minimum of 25,000 cigarettes 
designed, manufactured, imported, marketed or 
distributed by the defendants. 

Certification motion 
has not been brought. 

No trial has been 
held and no judgment 
has been rendered. 

Deborah Kunta v. Canadian 
Tobacco Manufacturers’ 
Council et al. 

Manitoba 

2009 

All individuals, including their estates, who purchased 
or smoked cigarettes manufactured by the defendants, 
and their dependants and family members. 

Certification motion 
has not been brought. 

No trial has been 
held and no judgment 
has been rendered. 

Suzanne Jacklin v. 
Canadian Tobacco 
Manufacturers’ Council 

Ontario 

2012 

All individuals including their estates, who were alive 
on June 12, 2007, and suffered or currently suffer from 
chronic obstructive pulmonary disease, heart disease or 
cancer, after having smoked a minimum of 25,000 
cigarettes designed, manufactured, imported, marketed 
or distributed by the defendants. 

Certification motion 
has not been brought. 

No trial has been 
held and no judgment 
has been rendered. 

Ben Semple v. Canadian 
Tobacco Manufacturers’ 
Council et al. 

Nova Scotia 

2009 

All individuals, including their estates, their 
dependants and family members, who purchased or 
smoked cigarettes designed, manufactured, marketed 
or distributed by the defendants, for the period January 
1, 1954 to the expiry of the opt out period as set by the 
Court. 

Certification motion 
has not been brought. 

No trial has been 
held and no judgment 
has been rendered. 
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AND WHEREAS the Quebec Class Action Plaintiffs advanced QCAP Claims against certain of the 
Released Parties, including RBH, which the Quebec Class Action Plaintiffs agree to fully and finally 
release in this Claimant Contractual Release; 

AND WHEREAS the Pan-Canadian Claimants advanced PCC Claims against certain of the 
Released Parties, including RBH and members of its Tobacco Company Group, which the Pan-
Canadian Claimants agree to fully and finally release in this Claimant Contractual Release; 

AND WHEREAS the Knight Class Action Plaintiffs advanced Knight Claims against ITCAN and 
ITCO, which the Knight Class Action Plaintiffs agree to fully and finally release in this Claimant 
Contractual Release; 

AND WHEREAS the Tobacco Producers advanced Tobacco Producer Claims against certain of 
the Released Parties, including RBH and members of its Tobacco Company Group, which the 
Tobacco Producers agree to fully and finally release in this Claimant Contractual Release; 

AND WHEREAS the Sanction Order in the CCAA Proceeding of each of ITCAN and ITCO, 
RBH and JTIM, authorizes Quebec Class Counsel, PCC Representative Counsel, Knight Class 
Counsel and Counsel for the Tobacco Producers to execute and deliver the Claimant Contractual 
Release on behalf of the Quebec Class Action Plaintiffs, the Pan-Canadian Claimants, the Knight 
Class Action Plaintiffs, and the Tobacco Producers and Ontario Flue-Cured Tobacco Growers’ 
Marketing Board; 

AND WHEREAS RBH and the Claimants agree to fully and finally release the Monitors, and their 
respective Affiliates, shareholders, Affiliates’ shareholders, employees, legal counsel, advisors, 
representatives and agents, from any and all Claims whatsoever, which they have ever had, now 
have, or may hereafter have, against them, whether or not presently known to RBH and the 
Claimants, arising from or out of, or in any way in connection with any Claims arising from or 
relating to the CCAA Proceedings, the actions of the Monitors and their legal counsel and advisors 
in connection therewith, the business and affairs of the Tobacco Companies, the administration and 
management of the Tobacco Companies or any matter or transaction involving any of the Tobacco 
Companies occurring in or in connection with the CCAA Proceedings including the CCAA Plans, 
the development thereof, and any and all actions taken by the Monitors to implement the CCAA 
Plans; and 

AND WHEREAS RBH and the Claimants agree to fully and finally release the Court-Appointed 
Mediator, and his legal counsel, consultants and advisors, from any and all Claims whatsoever, 
which they have ever had, now have, or may hereafter have, against them, whether or not presently 
known to RBH and the Claimants, arising from or out of, or in any way in connection with any 
Claims arising from or relating to the CCAA Proceedings and the actions of the Court-Appointed 
Mediator as an officer of the CCAA Court carrying out his mandate as a neutral third party to mediate 
a global settlement in the Tobacco Companies’ CCAA Proceedings. 
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NOW THEREFORE, 

(a) This release is given by the Claimants in favour of the Released Parties, 
individually and collectively, in consideration of (i) the Tobacco Companies’ 
payment of the Upfront Contributions and promise to pay the Annual Contributions 
and Reserved Amounts to the Global Settlement Trust Account or the Supplemental 
Trust Account, as applicable and in accordance with the Definitive Documents, (ii) 
the agreement to provide shared services and other operational support to the 
Tobacco Companies by their respective Parents and relevant Affiliates, and (iii) the 
other promises and commitments made by the Released Parties, or any of them as 
applicable, in the Definitive Documents, the sufficiency of which is hereby 
acknowledged by the Claimants; and 

(b) This release is given by RBH and the Claimants in favour of the Monitors, the 
Court-Appointed Mediator and the Administrative Coordinator for good and 
valuable consideration, the sufficiency of which is hereby acknowledged by RBH 
and the Claimants. 

RBH and the Claimants agree as follows: 

1. Definitions 

Unless otherwise defined, all capitalized terms used in this Claimant Contractual Release shall 
have the meanings given to them in the CCAA Plan. 

2. Release of Released Parties 

At the Effective Time, each of the Released Parties shall be, and shall be deemed to be, fully, 
finally, irrevocably and unconditionally released and forever discharged of and from any and all 
of the Released Claims and any and all Section 5.1(2) Claims and Section 19(2) Claims, that any 
of the Claimants has ever had, now has, or may hereafter have against the Released Parties or any 
of them (either individually or with any other Person), whether or not based on conduct continuing 
after the Effective Time and whether or not presently known to any of the Claimants. 

3. Release of Monitors 

At the Effective Time, the Released Parties, the Releasors and Affected Creditors (whether or not 
CCAA proofs of claim have been filed on their behalf), and the Unaffected Creditors, individually 
and collectively, shall be deemed to fully, finally, irrevocably and unconditionally release and 
forever discharge the Monitors and the CCAA Plan Administrators, and their respective Affiliates, 
shareholders, Affiliates’ shareholders, directors, officers, employees, legal counsel, advisors, 
consultants, Representatives and agents from any and all Claims whatsoever, which they have ever 
had, now have, or may hereafter have, against them, whether foreseen or unforeseen, whether 
matured or unmatured, or whether or not presently known, arising from or out of in whole or in 
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part any omission, transaction, duty, responsibility, liability, obligation, dealing or other 
occurrence, or in any way in connection with the CCAA Proceedings, including: (i) any Claim that 
has been barred or extinguished pursuant to the terms of the Claims Procedure Order and/or the 
terms of the CCAA Plan; (ii) the CCAA Proceedings; (iii) the Chapter 15 Proceedings; (iv) the 
actions of the Monitors or the CCAA Plan Administrators and their legal counsel and advisors in 
connection with the CCAA Proceedings or the Chapter 15 Proceedings; (v) the business and affairs 
of the Tobacco Companies whenever or however conducted; (vi) the administration and 
management of the Tobacco Companies whenever or however conducted; (vii) the allocation of 
the Global Settlement Amount and any distributions, payments, disbursements from the Global 
Settlement Amount, and/or (viii) any matter or transaction involving any of the Tobacco 
Companies occurring in or in connection with the CCAA Proceedings or the Chapter 15 
Proceedings including the CCAA Plans, the development thereof, and any and all actions, steps or 
transactions taken by the Monitors to implement the CCAA Plans, including in their capacity as 
CCAA Plan Administrators, and in each case, all Claims arising out of aforesaid actions or 
omissions above shall be forever waived and released (other than the right to enforce the Monitors’ 
obligations under the CCAA Plans or any related document), all to the fullest extent permitted by 
Applicable Law. 

Nothing in this Release shall derogate from the protections afforded to the Monitors or the CCAA 
Plan Administrators as officers of the CCAA Court, and by the CCAA Plans, the CCAA, any other 
applicable legislation and any Orders made in the CCAA Proceedings or the Chapter 15 
Proceedings. For greater certainty, the Monitors and the CCAA Plan Administrators shall not be 
responsible or liable for any obligations of the Tobacco Companies. The Monitors and the CCAA 
Plan Administrators and their respective Affiliates, shareholders, Affiliates’ shareholders, 
employees, advisors, legal counsel, Representatives or agents shall not incur any personal liability 
whatsoever whether on their own part or in respect of any failure on the part of any Tobacco 
Company to observe, perform or comply with any of its obligations under its CCAA Plan or any 
other Definitive Document. 

4. Release of Court-Appointed Mediator 

At the Effective Time, the Released Parties, the Releasors and Affected Creditors (whether or not 
CCAA proofs of claim have been filed on their behalf), and the Unaffected Creditors, individually 
and collectively, shall be deemed to fully, finally, irrevocably and unconditionally release and 
forever discharge the Court-Appointed Mediator, and his Representatives, legal counsel, 
consultants and advisors, from any and all Claims whatsoever, which they have ever had, now 
have, or may hereafter have, against them, whether foreseen or unforeseen, whether matured or 
unmatured, or whether or not presently known to the Released Parties, Releasors, Affected 
Creditors and Unaffected Creditors arising from or out of in whole or in part any omission, 
transaction, duty, responsibility, liability, obligation, dealing or other occurrence in any way in 
connection with the CCAA Proceedings, including: (i) any Claim that has been barred or 
extinguished pursuant to the terms of the Claims Procedure Order and/or the terms of the CCAA 
Plan; (ii) the CCAA Proceedings; (iii) the Chapter 15 Proceedings; (iv) the actions of the Court-
Appointed Mediator as an officer of the CCAA Court carrying out his mandate as a neutral third 
party to mediate a global settlement in the Tobacco Companies’ CCAA Proceedings; (v) the 
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business and affairs of the Tobacco Companies whenever or however conducted; (vi) the 
administration and management of the Tobacco Companies whenever or however conducted; (vii) 
the allocation of the Global Settlement Amount and any distributions, payments, disbursements 
from the Global Settlement Amount, and/or (viii) any matter or transaction involving any of the 
Tobacco Companies occurring in or in connection with the CCAA Proceedings or the Chapter 15 
Proceedings including the CCAA Plans, the development thereof, and any and all actions, steps or 
transactions taken by the Court-Appointed Mediator to implement the CCAA Plans, and in each 
case, all Claims arising out of aforesaid actions or omissions above shall be forever waived and 
released to the fullest extent permitted by Applicable Law. 

Nothing in this Release shall derogate from the protections afforded to the Court-Appointed 
Mediator as an officer of the CCAA Court and by the CCAA Plans, the CCAA, any other applicable 
legislation, including pursuant to Section 142 of the Courts of Justice Act, R.S.O. 1990, c. C.43, and 
any Orders made in the CCAA Proceedings or the Chapter 15 Proceedings, including the orders 
appointing the Court-Appointed Mediator. In particular, the Court-Appointed Mediator shall not be 
liable to any Party or participant in the mediation for any act or omission in connection with the 
mediation process and shall have the immunity of a Judge of a Superior Court in Canada. For 
greater certainty, the Court-Appointed Mediator shall not be responsible or liable for any 
obligations of the Tobacco Companies. The Court-Appointed Mediator’s heirs, successors, 
assigns, representatives, advisors, legal counsel, consultants or agents shall not incur any personal 
liability whatsoever whether on their own part or in respect of any failure on the part of any 
Tobacco Company to observe, perform or comply with any of its obligations under its CCAA Plan 
or any other Definitive Document. 

5. Release of Administrative Coordinator 

At the Effective Time, the Released Parties, the Releasors and Affected Creditors (whether or not 
CCAA proofs of claim have been filed on their behalf), and the Unaffected Creditors, individually 
and collectively, shall be deemed to fully, finally, irrevocably and unconditionally release and 
forever discharge the Administrative Coordinator and his Representatives from any and all Claims 
whatsoever, which they have ever had, now have, or may hereafter have, against them, whether 
foreseen or unforeseen, whether matured or unmatured, or whether or not presently known to the 
Released Parties, Releasors, Affected Creditors and Unaffected Creditors arising from or out of in 
whole or in part any omission, transaction, duty, responsibility, liability, obligation, dealing or 
other occurrence, or in any way in connection with the CCAA Proceedings, including: (i) the 
CCAA Proceedings; (ii) the Chapter 15 Proceedings; (iii) the development of the PCC 
Compensation Plan and the development of the Quebec Administration Plan; and (iv) the actions 
of the Administrative Coordinator in connection with the administration of the PCC Compensation 
Plan and the administration of the Quebec Administration Plan, and in each case, all Claims arising 
out of aforesaid actions or omissions above shall be forever waived and released to the fullest 
extent permitted by Applicable Law. 

Nothing in this Release shall derogate from the protections afforded to the Administrative 
Coordinator by the CCAA Plans, the CCAA, any other applicable legislation and any Orders made 
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in the CCAA Proceedings or the Chapter 15 Proceedings. For greater certainty, the Administrative 
Coordinator shall not be responsible or liable for any obligations of the Tobacco Companies. None 
of the Administrative Coordinator’s heirs, successors, assigns, Representatives, advisors, legal 
counsel, consultants or agents shall incur any personal liability whatsoever whether on their own part 
or in respect of any failure on the part of any Tobacco Company to observe, perform or comply with 
any of its obligations under its CCAA Plan or any other Definitive Document. 

6. Injunctions 

From and after the Effective Time, the Claimants will be permanently and forever barred, 
estopped, stayed and enjoined from: 

(a) Commencing, conducting, continuing or making in any manner, directly or 
indirectly, any action, suit, claim, demand or other proceeding of any nature or kind 
whatsoever (including any proceeding in a judicial, arbitral, administrative or other 
forum) against any of the Released Parties, the Monitors, the Court-Appointed 
Mediator and the Administrative Coordinator with respect to any and all Released 
Claims; 

(b) Enforcing, levying, attaching, collecting or otherwise recovering or enforcing by 
any manner or means, directly or indirectly, any judgment, award, decree or order 
against any of the Released Parties, the Monitors, the Court-Appointed Mediator 
and the Administrative Coordinator or their respective property with respect to any 
and all Released Claims; 

(c) Commencing, conducting, continuing or making against any other Person in any 
manner, directly or indirectly, any action, suit, claim, demand or other proceeding 
of any nature or kind whatsoever (including any proceeding in a judicial, arbitral, 
administrative or other forum) that relates to a Released Claim if such other Person 
makes a claim or might reasonably be expected to make a claim, in any manner or 
forum, including by way of contribution or indemnity or other relief, against one or 
more of the Released Parties, the Monitors, the Court-Appointed Mediator and the 
Administrative Coordinator unless such claim of such other Person is itself a 
Released Claim; 

(d) Creating, perfecting, asserting or otherwise enforcing, directly or indirectly, any 
Encumbrance of any kind against the Released Parties, the Monitors and the Court-
Appointed Mediator or their respective property with respect to any and all 
Released Claims, except for the exclusions in Section 7 in relation to obligations 
arising from the Definitive Documents; and 

(e) Taking any actions to interfere with the implementation or consummation of the 
CCAA Plan with respect to any and all Released Claims. 
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7. Released Parties’ Fulfillment of Obligations pursuant to Definitive Documents 

Notwithstanding any of the provisions herein, the Released Parties are not released from the due 
performance of their obligations arising from the Definitive Documents, and nothing in this 
Release shall prevent or restrict any of the Claimants or CCAA Plan Administrators from pursuing 
any legal remedies against any of the Released Parties for non-performance of their obligations 
pursuant to the Definitive Documents, including the covenants of each Tobacco Company, its 
Parent and the relevant Affiliates within its Tobacco Company Group. 

8. Releases are Final and Binding 

The releases and injunctions in favour of the Released Parties, the Monitors, the Court-Appointed 
Mediator and the Administrative Coordinator shall be final and binding on the Claimants and all 
the Released Parties, as applicable, including any Claims resulting, directly or indirectly, from the 
consequences and effects relating to the acceptance of the CCAA Plan, the sanction thereof by the 
CCAA Court, or its implementation. The aforesaid final and binding effect of the CCAA Plan on 
the Claimants and all the Released Parties shall operate for all legal purposes as and from the 
Effective Time. 

9. Third Party Beneficiaries 

RBH and the Claimants hereby designate the Released Parties, the Monitors, the Court-Appointed 
Mediator, and the Administrative Coordinator as third party beneficiaries of this Claimant 
Contractual Release having the right to enforce the provisions of this Claimant Contractual 
Release. 

10. Counterparts 

This Claimant Contractual Release may be executed in any number of counterparts, each of which 
shall be deemed an original, but all of which together shall constitute one and the same instrument 

 

[Remainder of page intentionally left blank] 

. 
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IN WITNESS WHEREOF RBH and the Claimants have mutually agreed to all of the terms and 
conditions herein as of the date first set out above. 

 
 ROTHMANS, BENSON & HEDGES INC. 

Per:  c/s 
Name:  
Title:  
 
I have the authority to bind the Corporation. 

 
 HIS MAJESTY THE KING IN RIGHT OF 

BRITISH COLUMBIA 

Per:   
Name:  
Title:  
 
I have the authority to bind the Crown. 

 
 
 HIS MAJESTY THE KING IN RIGHT OF 

ALBERTA 

Per:   
Name:  
Title:  
 
I have the authority to bind the Crown. 
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 HIS MAJESTY THE KING IN RIGHT OF 
SASKATCHEWAN 

Per:   
Name:  
Title:  
 
I have the authority to bind the Crown. 

 
 HIS MAJESTY THE KING IN RIGHT OF 

MANITOBA 

Per:   
Name:  
Title:  
 
I have the authority to bind the Crown. 

 
 HIS MAJESTY THE KING IN RIGHT OF 

ONTARIO 

Per:   
Name:  
Title:  
 
I have the authority to bind the Crown. 
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 ATTORNEY GENERAL OF QUEBEC 

Per:   
Name:  
Title:  
 
I have the authority to bind the Crown. 

 
 HIS MAJESTY THE KING IN RIGHT OF NEW 

BRUNSWICK 

Per:   
Name:  
Title:  
 
I have the authority to bind the Crown. 

 
 HIS MAJESTY THE KING IN RIGHT OF NOVA 

SCOTIA 

Per:   
Name:  
Title:  
 
I have the authority to bind the Crown. 
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 HIS MAJESTY THE KING IN RIGHT OF 
PRINCE EDWARD COUNTY 

Per:   
Name:  
Title:  
 
I have the authority to bind the Crown. 

 
 HIS MAJESTY THE KING IN RIGHT OF 

NEWFOUNDLAND AND LABRADOR 

Per:   
Name:  
Title:  
 
I have the authority to bind the Crown. 

 
 GOVERNMENT OF YUKON 

Per:   
Name:  
Title:  
 
I have the authority to bind the Government. 
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 GOVERNMENT OF THE NORTHWEST 
TERRITORIES 

Per:   
Name:  
Title:  
 
I have the authority to bind the Government. 

 
 GOVERNMENT OF NUNAVUT 

Per:   
Name:  
Title:  
 
I have the authority to bind the Government. 

 
 QUEBEC CLASS ACTION PLAINTIFFS, AS 

REPRESENTED BY QUEBEC CLASS 
COUNSEL 

Per:   
Name:  
Title:  
 
I have the authority to bind the Classes. 
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 PAN-CANADIAN CLAIMANTS, AS 
REPRESENTED BY PCC REPRESENTATIVE 
COUNSEL 

Per:   
Name:  
Title:  
 
I have the authority to bind the Pan-Canadian 
Claimants. 

 
 KNIGHT CLASS ACTION PLAINTIFFS, AS 

REPRESENTED BY KNIGHT CLASS COUNSEL 

Per:   
Name:  
Title:  
 
I have the authority to bind the Class. 

 
 TOBACCO PRODUCERS AND ONTARIO 

FLUE-CURED TOBACCO GROWERS’ 
MARKETING BOARD, AS REPRESENTED BY 
COUNSEL FOR THE TOBACCO PRODUCERS 

Per:   
Name:  
Title:  
 
I have the authority to bind the Class. 
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Health Care Costs Recovery Actions of the Provinces and Claims of the Territories 

1. Her Majesty the Queen in right of British Columbia v. Imperial Tobacco Canada Limited,
bearing Court File No. S010421, commenced in the Supreme Court of British Columbia
pursuant to the Tobacco Damages and Health Care Costs Recovery Act, SBC 2000, c 30.

2. Her Majesty in right of Alberta v. Altria Group, Inc., bearing Court File No. 1201-07314,
commenced in the Alberta Court of Queen’s Bench pursuant to the Crown’s Right of
Recovery Act, SA 2009, c C-35.

3. The Government of Saskatchewan v. Rothmans, Benson & Hedges Inc., bearing Court File
No. 8712012, commenced in the Saskatchewan Court of Queen’s Bench pursuant to The
Tobacco Damages and Health Care Costs Recovery Act, SS 2007, c T-14.2.

4. Her Majesty the Queen in right of the Province of Manitoba v. Rothmans, Benson &
Hedges Inc., bearing Court File No. CI 12-01-78127, commenced in the Manitoba Court
of Queen’s Bench, pursuant to The Tobacco Damages Health Care Costs Recovery Act,
SM 2006, c 18.

5. Her Majesty the Queen in right of Ontario v. Rothmans Inc. et al., bearing Court File No.
CV-09-387984, commenced in the Ontario Superior Court of Justice pursuant to the
Tobacco Damages and Health Care Costs Recovery Act, 2009, SO 2009, c 13.

6. Procureur général du Québec v. Impérial Tobacco Canada Limitée, bearing Court File
No. 500-17-072363-123, commenced in the Quebec Superior Court pursuant to the
Tobacco-related Damages and Health Care Costs Recovery Act, 2009, CQLR c R-
2.2.0.0.1.

7. Her Majesty the Queen in right of the Province of New Brunswick v. Rothmans Inc., bearing
Court File No. F/C/88/08, commenced in the New Brunswick Court of Queen’s Bench,
pursuant to the Tobacco Damages and Health Care Costs Recovery Act, SNB 2006, c T-
7.5.

8. Her Majesty the Queen in right of the Province of Nova Scotia v. Rothmans, Benson &
Hedges Inc., bearing Court File No. 434868/737686, commenced in the Supreme Court of
Nova Scotia, pursuant to the Tobacco Health-Care Costs Recovery Act, SNS 2005, c 46.

9. Her Majesty the Queen in right of the Province of Prince Edward Island v. Rothmans,
Benson & Hedges Inc., bearing Court File No. S1 GS-25019, commenced in the Prince
Edward Island Supreme Court pursuant to the Tobacco Damages and Health Care Costs
Recovery Act, SPEI 2009, c 22.

10. Attorney General of Newfoundland and Labrador v. Rothmans Inc. bearing Court File No.
201101G0826 commenced in the Supreme Court of Newfoundland and Labrador, pursuant
to the Tobacco Health Care Costs Recovery Act, SNL 2001, c T-4.2.
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11. All Claims and causes of action which the Government of Yukon has or may have in
relation to the recovery of (a) the present value of the total expenditure by the Yukon for
health care benefits provided for Insured Persons resulting from Tobacco-related Disease
or the risk of Tobacco-related Disease, and (b) the present value of the estimated total
expenditure by the Yukon for health care benefits that could reasonably be expected will
be provided for those Insured Persons resulting from Tobacco-related Disease or the risk
of Tobacco-related Disease.

12. All Claims and causes of action which the Government of Northwest Territories has or
may have pursuant to the Tobacco Damages and Health Care Costs Recovery Act, SNWT
2011, c 33 (proclaimed but not yet in force).

13. All Claims and causes of action which the Government of Nunavut has or may have
pursuant to the Tobacco Damages and Health Care Costs Recovery Act, SNu 2010, c 31
(proclaimed but not yet in force).
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Actions commenced under Provincial Class Proceedings Legislation 

1. Barbara Bourassa v. Imperial Tobacco Canada Limited et al., bearing Court File No. 10-
2780 and Court File No. 14-4722, commenced in the Supreme Court of British Columbia.

2. Roderick Dennis McDermid v. Imperial Tobacco Canada Limited et al., bearing Court File
No. 10-2769, commenced in the Supreme Court of British Columbia.

3. Linda Dorion v Canadian Tobacco Manufacturers’ Council et al., bearing Court File No.
0901-08964, commenced in the Alberta Court of Queen’s Bench.

4. Thelma Adams v. Canadian Tobacco Manufacturers’ Council et al., bearing Court File No.
916 of 2009, commenced in the Saskatchewan Court of Queen’s Bench.

5. Deborah Kunta v. Canadian Tobacco Manufacturers’ Council et al., bearing Court File
No. CI09-01-61479, commenced in the Manitoba Court of Queen’s Bench.

6. Suzanne Jacklin v. Canadian Tobacco Manufacturers’ Council, bearing Court File No.
53794/12, commenced in the Ontario Superior Court of Justice.

7. Ben Semple v. Canadian Tobacco Manufacturers’ Council et al., bearing Court File No.
312869, commenced in the Supreme Court of Nova Scotia.

8. Victor Todd Sparkes v. Imperial Tobacco Canada Limited, bearing Court File No.
200401T2716 CP, commenced in the Newfoundland and Labrador Supreme Court - Trial
Division.
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Actions commenced by Individuals 

1. Peter Stright v. Imperial Tobacco Canada Limited, bearing Court File No. 177663,
commenced in the Supreme Court of Nova Scotia.

2. Ljubisa Spasic as estate trustee of Mirjana Spasic v. Imperial Tobacco Limited and
Rothmans, Benson & Hedges Inc., bearing Court File No. C17773/97, commenced in the
Ontario Superior Court of Justice.

3. Ljubisa Spasic as estate trustee of Mirjana Spasic v. B.A.T. Industries P.L.C. bearing Court
File No. C18187/97, commenced in the Ontario Superior Court of Justice.

4. Ragoonanan v. Imperial Tobacco Canada Limited, bearing Court File No. 00-CV-183165-
CP00, commenced in the Ontario Superior Court of Justice.

5. Scott Landry v. Imperial Tobacco Canada Limited, bearing Court File No. 1442/03,
commenced in the Ontario Superior Court of Justice.

6. Joseph Battaglia v. Imperial Tobacco Canada Limited, bearing Court File No. 21513/97,
commenced in the Ontario Superior Court of Justice.

7. Roland Bergeron v. Imperial Tobacco Canada Limited, bearing Court File No. 750-32-
700014-163, commenced in the Quebec Superior Court.

8. Paradis, in personal capacity and on behalf of estate of Lorraine Trepanier v. Rothmans,
Benson & Hedges Inc. commenced in the Quebec Small Claims Court.

9. Couture v. Rothmans, Benson & Hedges Inc. commenced in the Quebec Superior Court.
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5. Appointment of PTLC Members

Each Province and Territory, in its discretion, shall appoint one Person from its public service to 
represent that jurisdiction on the PTLC (collectively, “PTLC Members”) such that the PTLC shall 
be comprised of thirteen PTLC Members.  To ensure continuity of knowledge and facilitate the 
effective and efficient operation of the PTLC, except in exceptional circumstances, no PTLC 
Member may have another Person attend any meeting in their place; however, a PTLC Member 
may vote by proxy. 

6. No Representation on PTLC for Assignees

In the event that a Province or Territory assigns its right and entitlement pursuant to the CCAA 
Plan to receive distributions from the Global Settlement Trust Account, the assignee shall not be 
permitted to have a representative sit on the PTLC. 

7. Term of PTLC Members

Each PTLC Member shall be appointed to serve on the PTLC for a term which shall expire at the 
end of three years after the date of the appointment.  Thereafter, the term of a PTLC Member may 
be extended for a term of up to three years with no limit on the number of extensions. 

8. Appointment of PTLC Chair

The PTLC Members shall appoint a Chair (“PTLC Chair”) from among the PTLC Members by 
a vote in favour of the appointment representing 70% in number (i.e. ten) of the PTLC Members, 
and representing 60% of the value of the Provincial/Territorial share of the Global Settlement 
Amount. 

The Cost of Health Care Benefits Percentages shall be used to determine the value of the 
Provincial/Territorial share of the Global Settlement Amount attributable to each Province and 
Territory for the purpose of voting by the PTLC Members to appoint the PTLC Chair.   

9. Term of PTLC Chair

The PTLC Chair shall be appointed to hold such office for a first term which shall expire at the 
end of four years after the date of the appointment.  Thereafter, the PTLC Chair may be elected to 
serve not more than one further three year term by a vote in favour of the appointment representing 
70% in number (i.e. ten) of the PTLC Members, and representing 60% of the value of the 
Provincial/Territorial share of the Global Settlement Amount. 

10. Duties and Responsibilities of PTLC Chair

During the Contribution Period, the duties and responsibilities of the PTLC Chair shall include: 

(a) Chairing all Interface Meetings and Deliberation Meetings;

(b) Ensuring the efficient governance, administration and operation of the PTLC and the
orderly conduct of the Interface Meetings and Deliberation Meetings;
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(c) Identifying the subject matter and topics for discussion that should be considered by the
PTLC and, in consultation with the CCAA Plan Administrators and any Impacted
Claimants, developing the agenda for each Interface Meeting;

(d) Identifying the subject matter and topics for discussion that should be considered by the
PTLC and developing the agenda for each Deliberation Meeting;

(e) Communicating on behalf of the Provinces and Territories with the CCAA Plan
Administrators in regard to all matters relating to the administration of the global
settlement;

(f) Establishing the Deliberation Phase Secretariat and directing its activities to facilitate the
effective and efficient governance, administration and operation of the PTLC;

(g) Periodically communicating with the CCAA Plan Administrators regarding the balances
and transactions in the Global Settlement Trust Account;

(h) In accordance with the procedure set forth in Article 10, Section 10.5 of the CCAA Plan,
communicating to the CCAA Plan Administrators Information Requests from PTLC
Members to be made to a Tobacco Company;

(i) If an alleged Breach or an alleged Event of Default is determined by the PTLC to have
occurred, coordinating any arbitration or CCAA Court proceeding, as applicable; and

(j) Performing such other duties as may be required or incidental to the duties enumerated in
Subsections (a) to (i) herein, or as the PTLC may specify.

11. Appointment of PTLC Vice-Chair

The PTLC Members shall appoint a Vice-Chair (“PTLC Vice-Chair”) from among the PTLC 
Members by a vote in favour of the appointment representing 70% in number (i.e. ten) of the PTLC 
Members, and representing 60% of the value of the Provincial/Territorial share of the Global 
Settlement Amount. 

The Cost of Health Care Benefits Percentages shall be used to determine the value of the 
Provincial/Territorial share of the Global Settlement Amount attributable to each Province and 
Territory for the purpose of voting by the PTLC Members to appoint the PTLC Vice-Chair. 

12. Term of PTLC Vice-Chair

The PTLC Vice-Chair shall be appointed to hold such office for a term which shall expire at the 
end of three years after the date of the appointment.  Thereafter, the PTLC Vice-Chair may be 
elected to serve not more than one further three year term by a vote in favour of the appointment 
representing 70% in number (i.e. ten) of the PTLC Members, and representing 60% of the value 
of the Provincial/Territorial share of the Global Settlement Amount. 

13. Duties and Responsibilities of PTLC Vice-Chair
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During the Contribution Period, the duties and responsibilities of the PTLC Vice-Chair shall 
include: 

(a) Assisting the PTLC Chair to fulfill all of the duties and responsibilities enumerated in 
Sections 10, 14, 16, 17, 21 and 25 herein and Article 10, Sections 10.5 and 10.6 of the 
CCAA Plan; 

(b) In the event of the PTLC Chair’s absence or incapacity, exercising the powers and 
performing the duties and responsibilities of the PTLC Chair enumerated in Sections 10, 
14, 16, 17, 21 and 25 herein and Article 10, Sections 10.5 and 10.6 of the CCAA Plan; and 

(c) Performing such other duties as the PTLC Chair may delegate or specify. 

14. Bifurcation of Functions of PTLC:  Interface Phase and Deliberation Phase 

The functions of the PTLC shall be bifurcated into two phases: 

(a) During the first phase (“Interface Phase”), the PTLC Members shall meet, quarterly and 
ad hoc as circumstances warrant, with only the CCAA Plan Administrators and the 
representative(s) of any Impacted Claimants (“Interface Meetings”) to carry out the duties 
of the PTLC, which include those duties and responsibilities set forth in Section 15 herein; 
and 

(b) During the second phase (“Deliberation Phase”), the PTLC Members shall meet, quarterly 
and ad hoc as circumstances warrant, in camera (“Deliberation Meetings”) in the absence 
of the CCAA Plan Administrators and any Impacted Claimants, in order to consider and 
deliberate regarding the objective facts and circumstances discussed in the Interface 
Meetings, the issues arising therefrom and any other matters relating to the administration 
of the global settlement including, the Business Plans and financial records and information 
provided by the Tobacco Companies, and the PTLC Members’ discussions with the CCAA 
Plan Administrators and any Impacted Claimants in the Interface Meetings.   

As circumstances require and depending upon the matters under consideration by the 
PTLC: 

(i) At the request of a PTLC Member, the PTLC Chair may invite an external or public 
service financial, legal or policy advisor to the requesting PTLC Member to attend 
a Deliberation Meeting; and 

(ii) At the request of a PTLC Member, the PTLC Chair may invite any Impacted 
Claimants to attend a Deliberation Meeting. 

In the discretion of the PTLC Chair, and as circumstances require, the PTLC Chair may revert 
from a Deliberation Meeting back to an Interface Meeting with the CCAA Plan Administrators 
and any Impacted Claimants in attendance. 

15. Duties and Responsibilities of PTLC Members 
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During the Contribution Period, the duties and responsibilities of the PTLC Members shall include: 

(a) Attending all Interface Meetings and all Deliberation Meetings; 

(b) Reviewing and considering: 

(i) the Business Plans and financial records and information produced by the Tobacco 
Companies pursuant to Article 10, Sections 10.1, 10.2.1, 10.2.2, 10.2.3, 10.3 and 
10.7 of the CCAA Plan, and 

(ii) the calculation and quantum of the Contributions and Tax Refund Cash Payments; 

(c) Receiving, reviewing and considering the reports of the CCAA Plan Administrators 
regarding:  

(i) the financial matters enumerated in subparagraph (b), 

(ii) any objective facts or circumstances, events or conditions regarding a Tobacco 
Company which caused or would reasonably be expected to cause a Material 
Adverse Effect, or may constitute a Breach or Event of Default, and 

(iii) any other matters that may arise during the Contribution Period relating to the 
administration of the global settlement; 

(d) Conducting a coordinated joint investigation of any objective facts or circumstances, events 
or conditions regarding a Tobacco Company which caused or would reasonably be 
expected to cause a Material Adverse Effect or may constitute a Breach or Event of Default; 

(e) Deciding whether any objective facts or circumstances, events or conditions: 

(i) Fall within the Tobacco Company’s Ordinary Course Operational Activities such 
that they are not a Breach or an Event of Default, 

(ii) Are a Breach which may proceed to arbitration for resolution, subject to a ruling of 
the CCAA Court pursuant to Article 13, Section 13.9(b) of the CCAA Plan that it 
shall exercise jurisdiction over and determine the matter, or 

(iii) Are an Event of Default which may proceed to the CCAA Court for resolution, 
subject to Article 13, Section 13.11 of the CCAA Plan in respect of the Events of 
Default enumerated in Article 12, Sections 12.2(d) to 12.2(i) of the CCAA Plan; 

(f) Voting to approve the course of action to be taken by the Provinces and Territories in 
response to any objective facts or circumstances, events or conditions regarding a Tobacco 
Company which caused or would reasonably be expected to cause a Material Adverse 
Effect, or may constitute a Breach or Event of Default; 

(g) Reporting to their respective Province or Territory regarding all matters addressed by the 
PTLC relating to the administration of the global settlement; and 
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(h) Performing such other duties as may be required or incidental to the duties enumerated in 
Subsections (a) to (g) herein, or as the PTLC Chair may specify. 

16. Scheduling of Interface Meetings 

The CCAA Plan Administrators, in consultation with the PTLC Chair, shall schedule and provide 
written notice to all PTLC Members and any Impacted Claimants of the date and time of each 
Interface Meeting that shall be held by no later than fifteen calendar days after the CCAA Plan 
Administrators have deposited into the Virtual Data Rooms the Business Plans and financial 
records and information produced by the Tobacco Companies pursuant to Article 10, Sections 
10.1, 10.2.1, 10.2.2, 10.2.3, 10.3 and 10.7 of the CCAA Plan. 

At any time, (i) a quorum of PTLC Members, or (ii) any Impacted Claimant, may call an ad hoc 
Interface Meeting to address any issue which is specified in the notice calling such meeting.  Notice 
of the date and time of all ad hoc Interface Meetings shall be provided to the PTLC Members, 
CCAA Plan Administrators and any Impacted Claimants two business days, or the shortest period 
of time as is practicable, before the day on which the Interface Meeting is to be held. 

17. Scheduling of Deliberation Meetings 

The PTLC Chair shall schedule and provide written notice to all PTLC Members of the date and 
time of each Deliberation Meeting that shall be held on the same day as and following the 
conclusion of the Interface Meetings with continuations as deemed necessary by the PTLC Chair.   

At any time, a quorum of PTLC Members may call an ad hoc Deliberation Meeting to address any 
issue which is specified in the notice calling such meeting.  Notice of the date and time of all ad 
hoc Deliberation Meetings shall be provided to the PTLC Members two business days, or the 
shortest period of time as is practicable, before the day on which the Deliberation Meeting is to be 
held. 

18. Notice of Interface Meetings and Deliberation Meetings 

Notice of the Interface Meetings and Deliberation Meetings shall be sufficiently given to the PTLC 
Members and, as applicable the CCAA Plan Administrators and any Impacted Claimants, if sent 
by email to the PTLC Members, CCAA Plan Administrators or representative(s) of any Impacted 
Claimants. 

19. Quorum for Interface Meetings 

A quorum at any Interface Meeting shall be a majority of the PTLC Members, including the PTLC 
Chair or, in the event of the PTLC Chair’s absence or incapacity, the PTLC Vice-Chair, and all 
three CCAA Plan Administrators. 

The representative(s) of any Impacted Claimants present at an Interface Meeting shall not be 
included in the count to determine whether a quorum is present. 

20. Quorum for Deliberation Meetings 
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A quorum at any Deliberation Meeting shall be a majority of the PTLC Members, including the 
PTLC Chair or, in the event of the PTLC Chair’s absence or incapacity, the PTLC Vice-Chair. 

If a representative of any Impacted Claimants has been invited to attend a Deliberation Meeting in 
accordance with Sections 14 and 28 herein, then such representative shall not be included in the 
count to determine whether a quorum is present. 

21. PTLC Chair to Preside at Interface Meetings and Deliberation Meetings

All Interface Meetings and all Deliberation Meetings shall be chaired by the PTLC Chair or, in the 
event of the PTLC Chair’s absence or incapacity, the PTLC Vice-Chair.   

22. Votes to Govern at Deliberation Meetings

At all Deliberation Meetings: 

(a) Every question regarding routine and procedural matters shall be decided by a simple
majority of the votes cast on the question by the PTLC Members present and voting either
in person or by proxy at the meeting.  In the case of an equality of votes, the PTLC Chair
or, in the event of the PTLC Chair’s absence or incapacity, the PTLC Vice-Chair, shall
have a second or casting vote; and

(b) Every question regarding significant matters shall be decided by a vote in favour
representing 70% in number (i.e. ten) of the PTLC Members, voting either in person or by
proxy, and representing 60% of the value of the Provincial/Territorial share of global
settlement amount.  The Cost of Health Care Benefits Percentages shall be used to
determine the value of the Provincial/Territorial share of Global Settlement Amount
attributable to each Province and Territory for the purpose of voting by the PTLC Members
at the Deliberation Meetings.  Significant matters include the decision whether to
commence an arbitration in respect of a Breach, or a CCAA Court proceeding in respect of
an Event of Default.

23. Virtual Meetings

The Interface Meetings and the Deliberation Meetings may be conducted virtually via digital 
technologies, in person, or as hybrid meetings in which some participants attend in person and 
some participants attend virtually. 

24. Interface Phase Secretariat

The CCAA Plan Administrators shall establish a secretariat (“Interface Phase Secretariat”) the 
staff of which will perform duties at the direction of the CCAA Plan Administrators including: 

(a) Executing an NDA with each Tobacco Company;

(b) In accordance with Section 16 herein, establishing the dates for the quarterly and ad hoc
Interface Meetings, confirming the availability of the CCAA Plan Administrators and the
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(f) Preparing Minutes of each Deliberation Meeting which accurately record the discussions 
that took place and any decisions made, and maintain the Minutes in a Minute Book which 
is separate from the Minute Book for the Interface Meetings; 

(g) Being the custodian of and responsible for the proper management of the PTLC’s records 
relating to the Deliberation Meetings; and 

(h) Performing such other duties as may be required or incidental to the duties enumerated in 
Subsections (a) to (g) herein, or as the PTLC Chair may specify. 

26. Acknowledgment by Impacted Claimants to CCAA Plan Administrators 

The Impacted Claimants acknowledge, understand and agree that: 

(a) They are not relying upon any written or oral communications of the CCAA Plan 
Administrators as representations, advice, assurances or guarantees in relation to the 
financial information provided by the Tobacco Companies during the Contribution Period; 
and 

(b) The CCAA Plan Administrators shall not conduct an audit or other assurance engagement, 
or otherwise attempt to verify the accuracy or completeness of the financial information in 
each Tobacco Company’s Business Plan, annual MD&A, quarterly MD&A, Annual 
Financial Statements and any information produced by a Tobacco Company in response to 
an ad hoc request from the CCAA Plan Administrators. 

27. Attendance of Impacted Claimants at Interface Meetings and Deliberation Meetings 

Until such time as the Impacted Claimants have been paid the full amount of their share of the 
Global Settlement Amount: 

(a) The Impacted Claimants shall be entitled to receive notice of and have a designated 
representative attend all Interface Meetings, and 

(b) At the request of a PTLC Member, the PTLC Chair may invite the Impacted Claimants to 
attend a Deliberation Meeting. 

The attendance of the Impacted Claimants at an Interface Meeting or a Deliberation Meeting shall 
not in any way constitute a waiver or compromise of any of their rights, remedies, powers or 
privileges. 

If a representative of the Impacted Claimants attends an Interface Meeting or a Deliberation 
Meeting, they: 

(a) shall be entitled to participate in any discussions during the meeting; 

(b) shall not be included in the count to determine whether a quorum is present;  

(c) shall not be entitled to attend any in camera meeting of only the PTLC Members; and 
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(d) shall not be entitled to vote on any question to be decided by the PTLC Members. 

28. Information provided to Impacted Claimants 

The Impacted Claimants shall be entitled to receive all communications made, all information 
shared, including the balances and transactions in the Global Settlement Trust Account, and all 
agendas, reports, records and other documents exchanged during the Interface Meetings, subject 
to their obligation to hold such information in the strictest confidence and not disclose it in or use 
it for any proceeding or any other purposes.  All such documents shall be deposited in the Virtual 
Data Rooms. 

If the Impacted Claimants are invited to attend a Deliberation Meeting, the Impacted Claimants 
shall hold any information shared with them in the strictest confidence and shall not disclose it in 
or use it for any proceeding or any other purposes. 
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SCHEDULE “A” 

NEGATIVE NOTICE CLAIMS PACKAGE  
COMPRISED OF STATEMENT OF NEGATIVE NOTICE CLAIM (SCHEDULE “A-1”) 

AND NOTICE OF DISPUTE OF NEGATIVE NOTICE CLAIM (SCHEDULE “A-2”) 
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SCHEDULE “A”  

CLAIMS PACKAGE 

 

A-1 - MISCELLANEOUS CLAIMS INSTRUCTION LETTER 

IN THE MATTER OF THE CCAA PROCEEDINGS OF ROTHMANS, BENSON & 
HEDGES INC. (the “APPLICANT”) 

PLEASE TAKE NOTICE that this Instruction Letter is being provided pursuant to an order of the 
Honourable Chief Justice Morawetz of the Ontario Superior Court of Justice (Commercial List) 
(the “Court”) dated October 31, 2024 (the “Claims Procedure Order”). All capitalized terms not 
otherwise defined in this Instruction Letter shall bear the meaning given to them in the Claims 
Procedure Order, which is posted on the website of the Monitor at www.ey.com/ca/rbh (the 
“Monitor’s Website”). 

Claims Procedure 

This Claims Procedure only applies to Persons, other than a Claimant or an Individual Claimant, 
who asserts a Miscellaneous Claim to be able to attend and vote on the Applicant’s CCAA Plan. 

“Miscellaneous Claims” means collectively: 

(a) any Pre-Implementation Miscellaneous Claim;  

(b) any Section 5.1(2) Claim, in respect of which the Person holding such Claim, or an 
authorized Person on their behalf, has not executed and delivered, or will not execute 
and deliver, a Claimant Contractual Release;  

(c) any Section 19(2) Claim in regard to which the compromise or arrangement in respect 
of RBH explicitly provides for the Section 19(2) Claim’s compromise, and the Person 
holding such Claim, or an authorized Person on their behalf, has not voted, or will not 
vote, for the acceptance of the compromise or arrangement, or otherwise execute and 
deliver a Claimant Contractual Release; and  

(d) any other Claim in respect of RBH (excluding any Unaffected Claim) which is 
received by the Monitor and asserted against any Released Party based on, arising 
from or in respect of any conduct, act, omission, transaction, duty, responsibility, 
indebtedness, liability, obligation, dealing, fact, matter, or occurrence existing or 
taking place at or prior to the Effective Time (whether or not continuing thereafter) by 
a Person who asserts that such Claim will not be or, if asserted after the Effective 
Time, has not been compromised and fully, finally and irrevocably and 
unconditionally released and forever discharged, and permanently barred and enjoined 
pursuant to the terms of the CCAA Plan, the Claims Procedure Order, the Sanction 
Order or any other Order made in the CCAA Proceeding, and in accordance with 
Article 18, Section 18.2.3 of the CCAA Plan, the CCAA Court grants leave for such 
Person to bring such Claim for determination on its merits by the CCAA Court. 
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The existence of any such Miscellaneous Claims is not admitted but is expressly denied by RBH, 
its Tobacco Company Group and the Claimants.  For greater certainty, no Claimant or Individual 
Claimant may assert a Miscellaneous Claim. 

“Claimants” means the Provinces and Territories, Quebec Class Action Plaintiffs, Pan-Canadian 
Claimants and Tobacco Producers.  

“Individual Claimants” means all individuals who have asserted or may be entitled to assert a 
Tobacco Claim, which individuals are either Pan-Canadian Claimants or Quebec Class Action 
Plaintiffs and are represented in this CCAA Proceeding by either the PCC Representative Counsel 
or the Quebec Class Counsel respectively.  

If you wish to assert a Miscellaneous Claim to be entitled to vote on the Applicant’s CCAA 
Plan at the Meeting, you must file a Miscellaneous Claimant Proof of Claim by 5:00 p.m. 
(Eastern Time) on the Miscellaneous Claims Bar Date, being December 5, 2024.  

Any Person that does not file a Miscellaneous Claimant Proof of Claim by the Miscellaneous 
Claims Bar Date as provided in the Claims Procedure Order shall not be entitled to attend or 
vote on the CCAA Plan at the Meeting. 

Please note that the filing by any Person of a Miscellaneous Claimant Proof of Claim shall not 
constitute a determination of the existence, validity or value of such Miscellaneous Claim and shall 
not entitle such Person to any distribution under the CCAA Plan, or otherwise.  For certainty, 
provided that the CCAA Plan is approved by the Affected Creditor Class, sanctioned by the Court, 
and implemented, any Person who purports to have a Miscellaneous Claim shall be entitled to assert 
a Miscellaneous Claim for a period of two years following the issuance of the Sanction Order and 
to do so shall be obliged to follow the Miscellaneous Claims Procedure set forth in the CCAA Plan 
to prove the existence, validity and value of such Miscellaneous Claim. 

If you have any questions regarding the Claims Procedure, please contact the Monitor at the 
following address: 

Ernst & Young Inc., as Monitor of RBH 
100 Adelaide Street West  
Toronto, ON M5H 0B3 
Attention: Matt Kaplan 
Email: rbh@ca.ey.com  

Additional Miscellaneous Claimant Proof of Claim forms can be found on the Monitor’s Website 
or obtained by contacting the Monitor at the address indicated above and providing particulars as 
to your name, address, and e-mail address. Once the Monitor has this information, you will receive, 
as soon as practicable, a Miscellaneous Claimant Proof of Claim form. 

The Miscellaneous Claimant Proof of Claim form must include a written summary of the asserted 
Miscellaneous Claim, including a description of the claim and the basis therefor, the nature of the 
claim (as it relates to the definition of Miscellaneous Claims), and support for the amount of the 
Miscellaneous Claim asserted.  

If you are submitting your Miscellaneous Claimant Proof of Claim electronically, please submit it 
to the email address provided above in PDF format and ensure the name of the file is [legal name 
of Putative Miscellaneous Claimant]poc.pdf. 
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3. The Putative Miscellaneous Claimant asserts that it holds a Miscellaneous Claim (as defined in 

the Claims Procedure Order) in the amount of CDN$_______________________ (insert CDN 

$ value of claim).1 

4. Provide a written summary of the asserted Miscellaneous Claim, including a description of the 

claim and the basis therefor, the nature of the claim (as it relates to the definition of 

Miscellaneous Claim), and support for the amount of the Miscellaneous Claim asserted: 

___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________ 

Please attach any documentation supporting your Miscellaneous Claim. You may also 

attach a separate schedule if more space is required to describe your claim.  Please clearly 

mark all attachments as schedules to your Miscellaneous Claimant Proof of Claim.  

DATED in ___________ (city) this _____ (date) day of _______________ (month), 2024 
 

I hereby certify that: 
 1. I am a duly authorized representative of the Putative Miscellaneous Claimant; 
 2. I have knowledge of the circumstances connected with the Miscellaneous Claim; and 

 3. All information and/or documents submitted herewith are true, accurate and complete. 

 
Name of Putative Miscellaneous Claimant: 

 
   Witness: 

Signature:     

    (Signature) 
Name:     

     
Title:    (Print Name) 

 
1 Amounts in foreign currency will be converted to Canadian Dollars by the Monitor at the rate set out in the 
Claims Procedure Order. 
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If the CCAA Plans are approved at the Meetings and sanctioned by the CCAA Court, there will 
be separate administrative processes for QCAPs and PCCs to file claims for the purpose of 
receiving the distributions provided for in the CCAA Plans. New notices will be issued and 
publicized in the future before these claims processes for Individual Claimants will commence.  

(ii) Background and Overview of the CCAA Plans 
 

In March 2019, the Tobacco Companies each sought and obtained protection from their creditors 
pursuant to Initial Orders rendered by the CCAA Court.  

Following a lengthy mediation process involving the Tobacco-Companies and the Claimants (the 
“Mediation”), and in accordance with an Order of the CCAA Court, the Court-Appointed 
Mediator and the Monitors developed CCAA Plans in respect of each Tobacco Company.  

The CCAA Plans provide for the payment by the Tobacco Companies of a global amount of $32.5 
billion over time (the “Global Settlement Amount”).   

Subject to the aforementioned approvals, and in accordance with the terms of the CCAA Plans, 
the Global Settlement Amount will be allocated to and among eligible Individual Claimants 
(comprising QCAPs and PCCs), Provinces and Territories, a public charitable foundation (Cy-près 
Foundation) and certain Tobacco Producers.   

In respect of Individual Claimants, there will be two separate claims processes established pursuant 
to the CCAA Plans; namely, the Quebec Class Action Administration Plan and the PCC 
Compensation Plan (each schedules to the CCAA Plans).  

A Miscellaneous Claims Fund will also be established pursuant to the CCCA Plans to provide 
potential distributions to any other Persons who may purport to have a Miscellaneous Claim (the 
“Putative Miscellaneous Claimants”).   

(iii) The Claims Procedure 
 

The Claims Procedure sets forth the process pursuant to which (i) Claimants and (ii) Putative 
Miscellaneous Claimants, if any, may attend and vote at the Meetings. 

For greater certainty, no Individual Claimants or Unaffected Creditors in respect of Unaffected 
Claims shall be entitled to attend the Meetings or vote on the CCAA Plans. 

a. Claimants 
 

The Claimants consist of the (i) QCAPs, (ii) PCCs, (iii) Provinces and Territories, (iv) 
Tobacco Producers, and, in the case of Imperial only, (v) Knight Class Action Plaintiffs.   

In accordance with the Claims Procedure Order, the Monitors will send to each of the Claimants a 
Statement of Negative Notice Claim, and the Claimants will have until the Negative Notice Bar 
Date to dispute the determinations set forth therein by filing a Notice of Dispute of Negative Notice 
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o Phone Number:  1-833-765-1452 
o Email Address: jtim@deloitte.ca 
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OMNIBUS NOTICE PROGRAM  
COMPRISED OF CONDENSED VERSION OF THE OMNIBUS NOTICE (APPENDIX 

“A”) AND THE LIST OF THE REGIONAL NEWSPAPERS IN WHICH  
THE OMNIBUS NOTICE WILL BE PUBLISHED (APPENDIX “B”) 
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SCHEDULE “D” 

OMNIBUS NOTICE PROGRAM 
 

 
1. The purpose of the Omnibus Notice Program (the “Notice Program”) is to provide Persons1 

in the Provinces and Territories with notice of: (a) the Claims Procedure to be conducted by 

the Monitors in accordance with the Claims Procedure Order to invite Putative 

Miscellaneous Claimants, if any, to file Miscellaneous Claimant Proofs of Claim for the 

purpose of attending and voting at the Meetings, and (b) the schedule of the Meetings to be 

convened to vote on the CCAA Plans in accordance with the Meeting Order. 

 

2. The Notice Program shall include the dissemination of information and instructions 

contained in the Omnibus Notice approved by the CCAA Court pursuant to the Claims 

Procedure Order. 

 

3. The Notice Program is intended to provide Persons in Canada, including notably Putative 

Miscellaneous Claimants, with reasonable information regarding the filing of Miscellaneous 

Claimant Proofs of Claim as well as notice of the Miscellaneous Claims Bar Date by which 

time such Miscellaneous Claimant Proofs of Claim must be filed, failing which no Person 

purporting to have a Miscellaneous Claim shall be entitled to attend or vote at the Meetings. 

 
4. The Notice Program is also intended to communicate, in easy to understand language, that 

individuals with Tobacco Claims (or Persons representing groups of such individuals) shall 

not be entitled to participate in the Claims Procedure nor attend or vote at the Meetings. 

Furthermore, the Notice Program shall inform individuals that they will be represented at 

the Meetings by PCC Representative Counsel or Quebec Class Counsel, as the case may be, 

who will vote on their behalf, and that the claims processes in respect of distributions of 

compensation to eligible QCAPs or PCCs will only be conducted at a future date after new 

notice has been provided in connection therewith. 

 
1 All capitalized terms used herein shall have the meanings given to them in the form of Omnibus Notice attached as 
Schedule “C” to the Claims Procedure Order, including by cross-reference. 
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5. The Omnibus Notice shall be available and published in both French and English. 

 
6. The Notice Program shall include the following steps and initiatives to reach as many 

targeted Persons as reasonably possible in a cost effective manner: 

 
i) Within five (5) Business Days following the issuance of the Claims Procedure Order, 

the Monitors shall send by email to all Persons on the Common Service List a copy of 

(a) the Claims Procedure Order, (b) the Meeting Order, and (c) the Omnibus Notice 

(collectively, the “Claims Procedure Documents”). To avoid duplication, the 

Monitors, acting together, will only send one set of the Claims Procedure Documents to 

each such Person; 

 

ii) The Monitors shall also use their best efforts to send a copy of the Claims Procedure 

Documents to any Person, other than those on the Common Service List, that has 

identified itself in writing to a Monitor prior to the Miscellaneous Claims Bar Date as a 

Putative Miscellaneous Claimant, as soon as reasonably practicable thereafter; and 

 

iii) The Monitors shall include on each of their websites, inter alia, copies of the Claims 

Procedure Documents, including the form of Miscellaneous Claimant Proof of Claim 

and the Instruction Letter, as well as any other documents deemed appropriate by the 

Monitors, in their discretion, to publicize the Claims Procedure, the Miscellaneous 

Claims Bar Date and the scheduling of the Meetings. 

 
7. The Monitors, acting together, shall publish, within five (5) Business Days of the Claims 

Procedure Order or as soon as practical thereafter, and then one week later, a condensed 

version of the Omnibus Notice substantially in the form as set out in Appendix “A” attached 

hereto, in the Globe and Mail (National Edition), National Post (National Edition) and in Le 

Devoir newspapers. They shall also publish once, within ten (10) Business Days of the 

Claims Procedure Order or as soon as practical thereafter, the condensed version of the 

Omnibus Notice in the regional newspapers in each Province and Territory as set out in 

Appendix “B” attached hereto. 
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8. Each of the Monitor’s websites shall be updated to include relevant and easy to understand 

information regarding the Claims Procedure, including prominent warnings that any 

Miscellaneous Claimant Proof of Claim must be filed with the Monitor prior to the 

Miscellaneous Claims Bar Date. 

 
9. The Monitors, acting reasonably, may, but shall not be obliged to, utilize such other methods 

that they deem appropriate and cost effective, to inform Persons in Canada of the Claims 

Procedure and the scheduling of the Meetings. 
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Appendix “A” 

Condensed Omnibus Notice  

 

NOTICE FOR NON-INDIVIDUAL CLAIMANTS OF CLAIMS PROCEDURE AND 
CREDITORS’ MEETINGS 

IN THE CCAA PROCEEDINGS OF: 

IMPERIAL TOBACCO CANADA LIMITED and IMPERIAL TOBACCO COMPANY 
LIMITED (together, “Imperial”); ROTHMANS, BENSON AND HEDGES INC. (“RBH”); 

and JTI-MACDONALD CORP. (“JTIM”) 

IMPORTANT NOTE FOR INDIVIDUAL CLAIMANTS: Individuals who have suffered 
damages resulting from the use or consumption of Tobacco Products, including cigarettes, 
do not need to do anything at this time to preserve their rights. If the CCAA Plans are 
approved, separate claims processes will commence at a later date for individuals to file 
claims for compensation.  Accordingly, this notice is solely for non-Individual Claimants. 

All capitalized terms in this notice have the meanings ascribed to them in the CCAA Plans, which 
can be found on the Monitors’ Websites, links for which are provided at the end of this notice. A 
more detailed version of this notice is also available on the Monitors’ Websites.  

PLEASE TAKE NOTICE that on October 17, 2024, the Court-Appointed Mediator in the CCAA 
Proceedings of Imperial, RBH and JTIM (the “Tobacco Companies”), together with the Monitors 
of the Tobacco Companies, filed a CCAA Plan in respect of each Tobacco Company.   

PLEASE ALSO TAKE NOTICE that on October 31, 2024, the CCAA Court issued (i) a Claims 
Procedure Order, which sets forth the process pursuant to which Claimants and Putative 
Miscellaneous Claimants, if any, may attend the Meetings and vote on the CCAA Plans; and (ii) a 
Meeting Order that, amongst other things, accepts the filing of the CCAA Plans and establishes 
the date and times of the Meetings of Affected Creditors to vote on such CCAA Plans.   

(i) The CCAA Plans 

The CCAA Plans provide for the payment over time by the Tobacco Companies of a Global 
Settlement Amount of $32.5 billion, which is to be allocated between the Claimants (and the 
Miscellaneous Claims Fund); namely, the Quebec Class Action Plaintiffs (QCAPs), Pan-Canadian 
Claimants (PCCs), Knight Class Action Plaintiffs, the Provinces and Territories, certain Tobacco 
Producers, as well as a public charitable foundation (Cy-près Foundation).  

The CCAA Plans also provide, from the Global Settlement Amount, for the establishment of a 
Miscellaneous Claims Fund to provide potential distributions to Putative Miscellaneous 
Claimants, being Persons other than Claimants or Individual Claimants, who purport to have a 
Miscellaneous Claim against one or more of the Tobacco Companies.  
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RBH Ernst & Young Inc. 
Website: www.ey.com/ca/rbh 
Phone Number:  1-866-943-2280 
Email Address: rbh@ca.ey.com 

JTIM Deloitte Restructuring Inc. 
Website: www.insolvencies.deloitte.ca/en-ca/JTIM 
Phone Number:  1-833-765-1452 
Email Address: jtim@deloitte.ca 
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Appendix “B” 
 

Regional Newspapers for the Omnibus Notice Program  
 

Publication Specific Region/Municipality 

Chronicle Herald Halifax, NS 

Cape Breton Post Cape Breton, NS 

Saint John Telegraph-Journal Saint John, New Brunswick 

The Daily Gleaner Fredericton, New Brunswick 

Miramichi Leader  Miramichi, New Brunswick 

The Guardian Charlottetown, PEI 

St. John's Telegram St. John's, NFLD 

Quebec Chronicle Telegraph Quebec City, QC 

Journal de Québec  Quebec City, QC 

Montreal Gazette Montreal, QC 

La Sentinelle  Northern Quebec 

Ottawa Citizen Ottawa, Ontario 

Chronicle-Journal Thunder Bay/Northwest Ontario 

North Bay Nugget North Bay, Ontario 

London Free Press London, Ontario 

Sudbury Star Sudbury, Ontario 
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Publication Specific Region/Municipality 

Toronto Star Toronto, Ontario 

Winnipeg Free Press Winnipeg, Manitoba 

La Liberté Winnipeg, Manitoba 

Brandon Sun Brandon, Manitoba 

Flin Flon Reminder Flin Flon, Manitoba 

Thompson Citizen  Thompson, Manitoba 

Regina Leader Post Regina, Saskatchewan 

Saskatoon Starphoenix Saskatoon, Saskatchewan 

Prince Albert Daily Herald Prince Alberta, Saskatchewan 

Calgary Herald Calgary, AB 

Edmonton Journal Edmonton, AB 

Lethbridge Herald Lethbridge, AB 

Alberta Native News  AB, MB, SK, Northern BC, YK, NU, NWT 

Victoria Times Colonist Victoria, BC 

Vancouver Sun Vancouver, BC 

Prince George Citizen Prince George, BC 

Yukon News  Yukon 

NWT News / North  NWT 

Page 177 of 1342



- 9 - 

Publication Specific Region/Municipality 

Nunatsiaq News  Nunavut 

Nunavut News  Nunavut 
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  CONTRIBUTION SECURITY AGREEMENT 

 

 
 

CONTRIBUTION SECURITY AGREEMENT 

Made as of [DATE] 

Between 

ROTHMANS, BENSON & HEDGES INC.  
and each of the undersigned Material Subsidiaries  

(as defined herein) 
(the “Debtors” and each a “Debtor”) 

and 

[NAME OF COLLATERAL AGENT] 
in its capacity as collateral agent for the benefit of the Secured Parties (as defined herein) 

(together with its successors and assigns in such capacity, the “Collateral Agent”) 
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  CONTRIBUTION SECURITY AGREEMENT 

 

 

CONTRIBUTION SECURITY AGREEMENT 

This Contribution Security Agreement (as amended, restated, supplemented, replaced or 
otherwise modified from time to time, this “Agreement”) is made as of [Date], between 

ROTHMANS, BENSON & HEDGES INC. (“RBH”) and each 
of the undersigned Material Subsidiaries (as defined herein) 
(the “Debtors” and each a “Debtor”) 

and 

[COLLATERAL AGENT], as collateral agent for the benefit of 
the Secured Parties (as defined herein)  
(together with its successors and assigns in such capacity, the 
“Collateral Agent”) 

RECITALS 

A. As a condition to the implementation of the plan of compromise and arrangement of RBH 
(the “Tobacco Company”) as sanctioned by the CCAA Court (as defined below) by Order dated 
[DATE], the Debtors are required to deliver this Agreement to the Collateral Agent, for the 
exclusive benefit of the Secured Parties, as security for the payment and performance of their 
respective Secured Obligations.  

B. Accordingly, the Debtors have agreed to deliver to the Collateral Agent, for the benefit of 
the Secured Parties, this Agreement to and in favour of the Collateral Agent as continuing 
security for the payment and performance of their respective Secured Obligations. 

FOR VALUE RECEIVED, the parties agree as follows: 

ARTICLE 1 – INTERPRETATION 

Section 1.1 Terms Defined in PPSA and STA 

(1) The terms “Chattel Paper”, “Document of Title”, “Goods”, “Equipment”, “Consumer 
Goods”, “Instrument”, “Intangible”, “Inventory”, “Investment Property”, “Proceeds”, 
“Accession”, “Money”, “Account”, “financing statement” and “financing change statement” 
whenever used herein shall be interpreted in accordance with their respective meanings when 
used (in uncapitalized form) in the Personal Property Security Act (Ontario), as amended from 
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time to time, which Act, including amendments thereto and any Act substituted therefor and 
amendments thereto, is herein referred to as the “PPSA”; provided that (a) if perfection or the 
effect of perfection or non-perfection or the priority of any Security Interest created hereunder on 
the Collateral is governed by the personal property security legislation or other applicable 
legislation with respect to personal property security as in effect in a jurisdiction other than 
Ontario, “PPSA” means the Personal Property Security Act or such other applicable legislation 
as in effect from time to time in such other jurisdiction for purposes of the provisions hereof 
relating to such perfection, effect of perfection or non-perfection or priority; and (b) the term 
“Goods” when used herein shall not include any Consumer Goods of any Debtor. 

(2) The terms “Certificated Security”, “Entitlement Holder”, “Entitlement Order”, “Financial 
Asset”, “Security”, “Security Certificate”, “Securities Account”, “Security Entitlement”, 
“Securities Intermediary”, and “Uncertificated Security” have the meaning given to them (in 
uncapitalized form) in the Securities Transfer Act, 2006 (Ontario), as amended from time to 
time, which Act, including amendments thereto and any Act substituted therefor and 
amendments thereto (including all regulations from time to time made under such legislation), is 
herein referred to as the “STA”; provided that, to the extent that perfection or the effect of 
perfection or non-perfection or the priority of any Security Interest created hereunder on 
Collateral that is Investment Property is governed by the laws in effect in any province or 
territory of Canada other than Ontario in which there is in force legislation substantially the same 
as the Securities Transfer Act, 2006 (Ontario) (an “Other STA Province”), then “STA” shall 
mean such other legislation as in effect from time to time in such Other STA Province for 
purposes of the provisions hereof referring to or incorporating by reference provisions of the 
STA. 

(3) Any reference herein to “Collateral” shall, unless the context otherwise requires, be 
deemed a reference to “Collateral or any part thereof”. 

(4) The term “Proceeds”, whenever used herein and interpreted as above, shall, by way of 
example, include trade-ins, Equipment, Money, bank accounts, notes, Chattel Paper, Goods, 
contract rights, Accounts and any other personal property or obligation received when such 
Collateral or Proceeds are sold, exchanged, collected or otherwise disposed of or dealt with. 

Section 1.2 Other Defined Terms 

Unless otherwise defined, capitalized terms used herein shall have the respective meanings given 
to such terms in the Plan and: 

(1) “CCAA Court” has the meaning given to it in the Plan.  
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(2) “CCQ” means the Civil Code of Québec, CQLR c. CCQ-1991, as amended from time to 
time. 

(3) “Collateral” has the meaning given to it in Section 2.1. 

(4) “Collateral Agent” has the meaning given to it in the preamble of this Agreement. 

(5) “Collateral Agent/Receiver Representatives” means, in respect of the Collateral Agent 
and Receiver, their respective past, present or future representatives, predecessors, successors, 
executors, trustees, heirs, dependents, children, siblings, parents, administrators, executors, 
directors, officers, shareholders, partners, employees, servants, agents, consultants, legal counsel 
and advisers, including their respective successors and assigns, and each of their respective 
directors, officers, partners and employees.  

(6) “Control Agreement” means: 

(a) with respect to any Uncertificated Securities included in the Collateral, an 
agreement between the issuer of such Uncertificated Securities and another 
Person that has or asserts a security interest in such Uncertificated Securities 
whereby such issuer agrees to comply with instructions that are originated by such 
Person in respect of such Uncertificated Securities, without the further consent of 
any Debtor; and 

(b) with respect to any Securities Accounts or Security Entitlements included in the 
Collateral, an agreement between the Securities Intermediary and another Person 
that has or asserts a security interest in such Securities Accounts or Security 
Entitlements whereby the Securities Intermediary agrees to comply with any 
Entitlement Orders with respect to such Securities Accounts or Security 
Entitlements that are originated by such Person, without the further consent of any 
Debtor. 

(7) “Debts” has the meaning given to it in Section 2.1. 

(8) “Debtor” and “Debtors” have the meanings given to them in the preamble of this 
Agreement.  

(9) “Deed of Immovable Hypothec” means the Deed of Immovable Hypothec to be 
executed by the Debtors contemporaneously herewith in accordance with Section 2.2, which 
shall be substantially in the form set out in Schedule B-1. 
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(10) “Deed of Movable Hypothec” means the Deed of Movable Hypothec to be executed by 
the Debtors contemporaneously herewith in accordance with Section 2.2, which shall be 
substantially in the form set out in Schedule B-2. 

(11) “Deeds of Hypothec” means, collectively, the Deed of Immovable Hypothec and the 
Deed of Movable Hypothec. 

(12) “Definitive Documents” has the meaning given to it in the Plan. 

(13) “Deposit Account” means a demand, time, savings, passbook, or similar account 
maintained with an organization that is engaged in the business of banking and includes savings 
banks, savings and loan associations, credit unions, and trust companies.  

(14) “Event of Default” means any “Event of Default” as defined in the Plan. 

(15) “Financed Goods” means any Goods subject to a Purchase Money Lien or a Lien 
securing capital lease obligations. 

(16) “Global Settlement Trust Account” has the meaning given to it in the Plan. 

(17) “Intellectual Property” means all industrial and intellectual property rights of any 
Debtor or in which any Debtor has any right, title or interest, including copyrights, patents, 
inventions (whether or not patented), trade-marks, get-up and trade dress, industrial designs, 
integrated circuit topographies, plant breeders’ rights, know how and trade secrets, registrations 
and applications for registration for any such industrial and intellectual property rights, and all 
contracts related to any such industrial and intellectual property rights. 

(18) “Lien” means any “Encumbrance” as defined in the Plan, and “Liens” means more than 
one of them. 

(19) “Material Subsidiary” has the meaning given to it in the Plan. 

(20) “Mortgage” means the Mortgage to be executed by the applicable Debtor 
contemporaneously herewith in accordance with Section 2.2, which shall be substantially in the 
form set out in Schedule B-3.  

(21) “Obligations” means the obligations of the Tobacco Company under the Plan, the 
Definitive Documents and this Agreement, including the obligation to remit the Annual 
Contributions and Reserved Amount to the CCAA Plan Administrator for the benefit of the 
Secured Parties under, and in accordance with, the Plan. 
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(22) “Other Secured Obligations” means the obligations of each Material Subsidiary to the 
Secured Parties under this Agreement (including, without limitation, Section 11.1 hereof). 

(23) “Other STA Province” has the meaning given to it in Section 1.1. 

(24) “Permitted Encumbrances” has the meaning given to it in the Plan. 

(25) “Person” has the meaning given to in the Plan. 

(26) “Plan” means, in respect of the Tobacco Company, the Court-Appointed Mediator’s and 
Monitor’s plan of compromise and arrangement pursuant to the Companies’ Creditors 
Arrangement Act concerning, affecting and involving the Tobacco Company, including all 
Schedules thereto, in the form sanctioned by the CCAA Court by Order dated [DATE], as the 
same may be amended, restated, extended, renewed, replaced, superseded, supplemented or 
otherwise modified from time to time. 

(27) “Pledged Securities” means, with respect to any Debtor, any and all securities held by 
such Debtor from time to time, including, without limitation, the securities listed in Schedule A. 

(28) “Pledged ULC Shares” has the meaning specified therefor in Section 2.8. 

(29) “PPSA” has the meaning given to it in Section 1.1. 

(30) “Purchase Money Lien” means a Lien taken or reserved in personal property to secure 
payment of all or part of its purchase price (or to secure financing to fund such purchase price), 
provided that such Lien (a) secures an amount not exceeding the lesser of the purchase price of 
such personal property and the fair market value of such personal property at the time such Lien 
is taken or reserved, (b) extends only to such personal property and its proceeds, and (c) is 
perfected in accordance with the requirements of the PPSA for a purchase money Lien. 

(31) “Receiver” means any interim receiver, receiver, receiver and manager, sequestrator, 
conservator, custodian, administrator, trustee, liquidator or other similar official. 

(32) “Representative” has the meaning given to it in Section 9.1. 

(33) “Restricted Property” means any contract, permit, right in respect of Intellectual 
Property or Financed Goods, in each case, with an unrelated third party, with respect to which 
the grant of any security interest (a) would result in the termination or breach of such contract, 
permit, right in respect of Intellectual Property or Financed Goods, or otherwise be prohibited or 
ineffective (whether by the terms thereof or under Applicable Law), or (b) requires the consent 
of any third party to such assignment or charge, together with all Accounts, Chattel Paper and 
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other rights thereunder or resulting therefrom; provided that: (a) if the condition with respect to 
any property causing such termination, breach, prohibition or ineffectiveness shall no longer be 
in effect or otherwise apply, then such property shall cease to be Restricted Property and the 
security interests shall immediately and automatically attach thereto, and (b) if a term in a 
contract that (i) prohibits or restricts the assignment of, or the grant of the security interests in, 
the whole of an Account or Chattel Paper or (ii) requires the account debtor’s consent to such 
assignment or grant, is unenforceable against the Collateral Agent under Applicable Law, then 
such Account or Chattel Paper shall not constitute Restricted Property and the security interests 
shall attach thereto. 

(34) “Secured Obligations” means, with respect to any Debtor, (i) the Obligations (if 
applicable); and (ii) the Other Secured Obligations of such Debtor (if applicable). For the 
avoidance of doubt, all Secured Obligations that constitute payment obligations shall only be 
satisfied in full to the extent they are irrevocably and indefeasibly paid in full in cash. 

(35) “Secured Parties” means the Collateral Agent and the Claimants, to the extent of any 
Secured Obligations owing to such parties from time to time under and in accordance with the 
Plan. 

(36) “Security Agreements” means, collectively, this Agreement, the Mortgage and the 
Deeds of Hypothec. 

(37) “Security Interest” has the meaning given to it in Section 2.1. 

(38) “STA” has the meaning given to it in Section 1.1. 

(39) “ULC” means any unlimited company, unlimited liability company or unlimited liability 
corporation or any similar entity existing under the laws of any province or territory of Canada 
and any successor to any such entity. 

(40) “ULC Shares” means the shares which are shares in the capital stock of a ULC. 

Section 1.3 Rules of Interpretation 

(1) In this Agreement, unless the subject matter or context clearly indicates to the contrary: 

(a) all uses of the words “hereto”, “herein”, “hereof “, “hereby” and “hereunder” and 
similar expressions refer to this Agreement and not to any particular section or 
portion of it, and all references in this Agreement to Articles, Sections and 
Schedules shall be construed to refer to Articles, Sections of and Schedules to, 
this Agreement; 
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(b) words importing the singular include the plural and vice versa and words 
importing gender include the masculine, feminine and neutral genders; 

(c) the terms “in writing” and “written” shall include printing, typewriting or any 
electronic means of communication capable of being visibly reproduced at the 
point of reception, including, without limitation, e-mail;  

(d) the terms “including” and “includes” shall mean “including, without limitation” 
and “includes, without limitation”, respectively; and 

(e) the division of this Agreement into sections and the insertion of headings are for 
reference only and are not to affect the construction or interpretation of this 
Agreement. 

Section 1.4 Paramountcy 

(1) If there is a conflict or inconsistency between any provision of this Agreement, and any 
provision of the Plan, or the Sanction Order, then the relevant provision of the Plan or Sanction 
Order shall govern and prevail to the extent necessary to resolve such conflict or inconsistency. 
For greater certainty, the covenants, warranties, representations, terms, conditions, provisions or 
obligations, express or implied, of this Agreement and any and all amendments or supplements 
hereto, will be deemed to be governed by the terms, conditions and provisions of the Plan and 
the Sanction Order, which will take precedence and priority. 

(2) If there is a conflict or inconsistency between any provision of this Agreement, and any 
provision of the Mortgage, the Deed of Movable Hypothec or the Deed of Immovable Hypothec, 
then the relevant provision of this Agreement shall govern and prevail to the extent necessary to 
resolve such conflict or inconsistency. 

Section 1.5 Currency 

Except where otherwise expressly provided, all dollar amounts in this Agreement are 
stated and shall be paid in Canadian currency. 

Section 1.6 Civil Law Terms 

For purposes of interpretation of this Agreement under the provisions of the laws of the 
Province of Quebec, unless otherwise specified herein, any reference in this Agreement to: 

(a) real property shall be deemed to include a reference to immovable property; 
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(b) personal property shall be deemed to include a reference to movable property; 

(c) tangible property shall be deemed to include a reference to corporeal property; 

(d) intangible property shall be deemed to include a reference to incorporeal property; 

(e) beneficial owner and beneficial ownership shall be deemed to be a reference to 
outright ownership as principal and not for the benefit of a third party; 

(f) gross negligence or willful misconduct shall be deemed to include a reference to 
intentional or gross fault; 

(g) a power of attorney shall be deemed to include a reference to a mandate; 

(h) offset and set-off shall be deemed to include a reference to compensation; 

(i) security interest, mortgage and lien shall be deemed to include reference to a 
hypothec, right of retention, prior claim, reservation of ownership and a resolutory 
clause; 

(j) an assignment in the context of security shall be deemed to be a reference to a 
hypothecation for the amount of thirty-two billion five hundred million dollars 
($32,500,000,000); 

(k) filing, perfection, priority, remedies, registering or recording under a PPSA shall 
include publication under the CCQ; 

(l) priority shall be deemed to include rank or prior claim, as applicable; 

(m) perfection or perfected shall be deemed to include a reference to being set-up and 
opposable against third parties; 

(n) goods shall be deemed to include corporeal movable property other than chattel 
paper, documents of title, instruments, money and securities; 

(o) agent shall be deemed to include a mandatary; 

(p) jointly and severally shall be deemed to include a reference to solidarily; 

(q) registered office shall be deemed to include a reference to domicile; 
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(r) security attaching property shall be deemed to include a reference to a hypothec 
charging such property; and 

(s) the STA shall be deemed to include a reference to the provisions of 
Articles 2714.1 to 2714.7 CCQ. 

ARTICLE 2 – GRANT OF SECURITY 

Section 2.1 Grant of Security 

(1) As general and continuing collateral security for the due payment and performance by 
each Debtor of its Secured Obligations, such Debtor hereby assigns, transfers, conveys, 
mortgages, charges, pledges, hypothecates and grants a security interest to and in favour of the 
Collateral Agent, for the benefit of the Secured Parties (collectively, the “Security Interest”), in 
all of its right, title and interest in, to and under all of such Debtor’s present and after-acquired 
personal property, assets and undertaking, wherever located, including, without limitation, all of 
the following now owned or hereafter owned or acquired by or on behalf of such Debtor: 

(a) all Goods (including all parts, accessories, attachments, special tools, additions 
and Accessions thereto); 

(b) all Inventory of whatever kind and wherever situate, including, for greater 
certainty, all raw materials, work in process or materials used or consumed or to 
be used or consumed in the processing, production, packaging, promotion, 
delivery or shipping of the same, including other supplies; 

(c) all Equipment (other than Inventory) of whatever kind and wherever situate, 
including, without limitation, all machinery, tools, apparatus, plant, furniture, 
fixtures, motor vehicles and other vehicles of whatsoever nature or kind; 

(d) all present and future Instruments; 

(e) all Money and all Deposit Accounts (including, without limitation, the Global 
Settlement Trust Account); 

(f) all Securities, Financial Assets, Investment Property, Securities Accounts and 
Security Entitlements now owned or hereafter owned or acquired by or on behalf 
of such Debtor (including such as may be returned to or repossessed by such 
Debtor); 
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(g) all Account and book debts and generally all debts, dues, claims, choses in action 
and demands of every nature and kind howsoever arising or secured, letters of 
credit and advices of credit, which are now due, owing or accruing or accruing 
due to or owned by or which may hereafter become due, owing or accruing or 
accruing due to or owned by such Debtor (collectively, “Debts”); 

(h) all Chattel Paper and Documents of Title (whether negotiable or not) and all 
deeds, documents, writings, papers, books of account and other books relating to 
or being records of Debts, Chattel Paper or Documents of Title or by which such 
are or may hereafter be secured, evidenced, acknowledged or made payable; 

(i) all Intangibles; 

(j) all present and future contracts, contract rights and insurance claims; 

(k) all Intellectual Property, including, without limitation, the Intellectual Property set 
out in Schedule F; and 

(l) all Proceeds and renewals of the foregoing, and accretions thereto and 
substitutions therefor, all books and records relating to the foregoing, all 
supporting obligations related thereto, and all accessions to, substitutions and 
replacements for, and rents, profits and products of, each of the foregoing, and 
any and all Proceeds of any insurance, indemnity, warranty or guarantee payable 
to such Debtor from time to time with respect to any of the foregoing. 

The foregoing property is collectively referred to as the “Collateral”. 

(2) Each Debtor and the Collateral Agent hereby acknowledge that (i) value has been given, 
(ii) the Security Interest created hereby is intended to attach when this Agreement is signed by 
such Debtor and delivered to the Collateral Agent and such Debtor and the Collateral Agent have 
not agreed to postpone the time for attachment of the Security Interest to any of the Collateral of 
such Debtor, and to the extent that such Debtor does not acquire rights to or interest in any of the 
Collateral until after the execution and delivery of this Agreement, the Security Interest created 
hereby shall attach to such Collateral at the time such Debtor acquires rights or interest therein 
and (iii) this Agreement constitutes a security agreement as that term is defined in the PPSA. 
Each Debtor acknowledges that it has rights in its Collateral and the power to transfer rights in 
its Collateral to the Secured Parties. 
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Section 2.2 Deeds of Hypothec 

To secure the prompt and complete payment, performance and observation of its Secured 
Obligations, on or prior to the date hereof, each Debtor undertakes and agrees to execute the 
Deeds of Hypothec pursuant to which such Debtor will hypothecate to and in favour of the 
Representative for the benefit of the Secured Parties, the universality of its present and after 
acquired assets, undertakings and properties, including all of its present and after acquired, 
corporeal or incorporeal, movable or immovable, rights and properties for an amount of thirty 
two billion five hundred million dollars ($32,500,000,000), with interest at 25% per annum as of 
and from the date hereof.  

Section 2.3 Mortgage 

To secure the prompt and complete payment, performance and observation of its Secured 
Obligations, on or prior to the date hereof, each Debtor undertakes and agrees to execute the 
Mortgage pursuant to which such Debtor will grant, mortgage and charge as and by way of a 
fixed and specific mortgage and charge to and in favour of the Collateral Agent for the benefit of 
the Secured Parties a security interest over the owned real property [municipally known as [insert 
municipal address] / [described in Schedule “E” hereto], together with all buildings, erections 
and fixtures now or hereafter constructed or placed thereon for an amount of thirty two billion 
five hundred million dollars ($32,500,000,000), with interest at 25% per annum as of and from 
the date hereof. 

Section 2.4 Right of Set-Off 

To secure the prompt and complete payment, performance and observation of its Secured 
Obligations, if the security hereby constituted becomes enforceable pursuant to the Plan, subject 
to the CCAA Court’s approval pursuant to Article 8, the Collateral Agent shall have the right to 
set-off against the Collateral of each Debtor now or hereafter in the possession or custody of, or 
in transit to, the Collateral Agent for any purpose, including safekeeping, collection or pledge, 
for the account of such Debtor, or as to which such Debtor may have any right or power. 

Section 2.5 Exclusions 

(1) Notwithstanding Section 2.1, (i) each Debtor’s grant of security in Trademarks (as 
defined in the Trademarks Act (Canada)) under this Agreement shall be limited to a grant by 
such Debtor of a security interest in all of such Debtor’s right, title and interest in such 
Trademarks and not an assignment, transfer, conveyance, mortgage or hypothecation thereof, 
and (ii) nothing herein shall be deemed to constitute a grant of a security interest in, and 
“Collateral” shall not include: 
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(a) Consumer Goods (as that term is defined in the PPSA), the last day of the term of 
any lease of real property or agreement therefor, or Restricted Property; provided 
that, to the extent permitted by Applicable Law, the foregoing shall be held in 
trust by such Debtor for the benefit of the Collateral Agent (for its own benefit 
and for the benefit of the other Secured Parties) and, on the exercise by the 
Collateral Agent of any of its rights or remedies under this Agreement in the event 
that the security hereby constituted becomes enforceable pursuant to the Plan, 
shall be assigned by such Debtor as directed by the Collateral Agent; and 

(b) those assets, if any, as to which such Debtor and Collateral Agent reasonably 
determine in writing that the cost of obtaining a security interest in or perfection 
thereof are excessive in relation to the benefit to the Collateral Agent of the 
security to be afforded thereby. 

Section 2.6 Debtor Remains Liable 

Notwithstanding anything herein to the contrary: 

(a) each Debtor shall remain liable under the contracts and agreements included in 
the Collateral to the extent set forth therein to perform all its duties and 
obligations thereunder to the same extent as if this Agreement had not been 
executed; 

(b) the exercise by the Collateral Agent of any of the rights or remedies hereunder 
shall not release a Debtor from any of its duties or obligations under the contracts 
and agreements included in the Collateral; and 

(c) the Collateral Agent shall not have any obligation or liability under the contracts 
and agreements included in the Collateral by reason of this Agreement, nor shall 
the Collateral Agent be obligated to perform any of the obligations or duties of 
any Debtor thereunder or to take any action to collect or enforce any claim for 
payment assigned hereunder. 

Section 2.7 Liability for Deficiency 

If the Collateral is realized upon and the Security Interest in the Collateral is not 
sufficient to satisfy all Secured Obligations, the Debtors acknowledge and agree that, subject to 
the provisions of the PPSA, the Debtors shall continue to be liable for any Secured Obligations 
remaining outstanding and the Collateral Agent shall be entitled to pursue full payment thereof. 
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Section 2.8 ULC Shares 

Notwithstanding any provisions to the contrary contained in this Agreement, the Plan or 
any of the other Definitive Documents or any other document or agreement among all or some of 
the parties hereto, each Debtor is as of the date of this Agreement the sole registered and 
beneficial owner of all ULC Shares, if any, which form part of the Collateral (the “Pledged ULC 
Shares”), and will remain so until such time as such Pledged ULC Shares are fully and 
effectively transferred into the name of the Collateral Agent or any other Person on the books 
and records of such ULC. Nothing in this Agreement, the Plan or the Definitive Documents or 
any other document or agreement executed and delivered among all or some of the parties hereto 
is intended or shall constitute the Collateral Agent or any Person other than a Debtor to be a 
member or shareholder of any ULC until such time as written notice is given to the Debtor and 
all further steps are taken so as to register the Collateral Agent or other Person as holder of all 
Pledged ULC Shares. The granting of the security interest pursuant to this Article 2 does not 
make the Collateral Agent or any Secured Party a successor to a Debtor as a member or 
shareholder of any ULC, and neither the Collateral Agent, any Secured Party nor any of their 
respective successors and assigns hereunder shall be deemed to become a member or shareholder 
of any ULC by accepting this Agreement or exercising any right granted herein unless and until 
such time, if any, when the Collateral Agent or any successor or assign expressly becomes a 
registered member or shareholder of any ULC. Each Debtor shall be entitled to receive and retain 
for its own account any dividends or other distributions, if any, in respect of the Collateral, and 
shall have the right to vote such Pledged ULC Shares and to control the direction, management 
and policies of the ULC issuing such Pledged ULC Shares to the same extent as the Debtors 
would if such Pledged ULC Shares were not pledged to the Collateral Agent. To the extent any 
provision hereof would have the effect of constituting the Collateral Agent to be a member or 
shareholder of the ULC prior to such time, if any, when the Collateral Agent or any successor or 
assign expressly becomes a registered member or shareholder of any ULC, such provision shall 
be severed herefrom and be ineffective with respect to the relevant Pledged ULC Shares without 
otherwise invalidating or rendering unenforceable this Agreement or invalidating or rendering 
unenforceable such provision insofar as it relates to Collateral other than Pledged ULC Shares. 
Notwithstanding anything herein to the contrary (except to the extent, if any, that the Collateral 
Agent or any of their respective successors or assigns hereafter expressly becomes a registered 
member or shareholder of any ULC), neither the Collateral Agent nor any of their respective 
successors or assigns shall be deemed to have assumed or otherwise become liable for any debts 
or obligations of any ULC. Except upon the exercise by the Collateral Agent or other Persons, of 
rights to sell or otherwise dispose of Pledged ULC Shares or other remedies if the security 
hereby constituted becomes enforceable pursuant to the Plan, the Debtors shall not cause or 
permit, or enable any ULC in which it holds Pledged ULC Shares to cause or permit, the 
Collateral Agent to: (a) be registered as a member or shareholder of such ULC, (b) have any 
notation entered in its favour in the share register of such ULC, (c) be held out as a member or 
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shareholder of such ULC, (d) receive, directly or indirectly, any dividends, property or other 
distributions from such ULC by reason of the Collateral Agent holding a security interest in the 
Pledged ULC Shares, or (e) act as a member or shareholder of such ULC, or exercise any rights 
of a member or shareholder of such ULC, including the right to attend a meeting of such ULC or 
vote the shares of such ULC. 

ARTICLE 3 – REPRESENTATIONS AND WARRANTIES 

Section 3.1 Representations and Warranties of each Debtor 

(1) Each Debtor hereby represents and warrants, and so long as this Agreement remains in 
effect shall be deemed to continuously represent and warrant, as follows: 

(a) No Liens. The Collateral is genuine and owned by such Debtor free of all Liens 
other than the Permitted Encumbrances.  

(b) Legal Name, etc. Set forth on Schedule C (as such schedule may be updated from 
time to time in accordance with the provisions of this Agreement) is the legal 
name (including any French form of name), type of entity, and jurisdiction of 
each Debtor. 

(c) Locations. Set forth on Schedule C (as such schedule may be updated from time 
to time in accordance with the provisions of this Agreement) is the address of the 
chief executive office, registered office, location of books and records, and all 
locations of Collateral (other than inventory or equipment in transit or out for 
repair or refurbishment) in respect of each Debtor. 

(d) Deposit Accounts and Securities Accounts. Set forth on Schedule D (as such 
schedule may be updated from time to time in accordance with the provisions of 
this Agreement) is a list of each Debtor’s Deposit Accounts and Securities 
Accounts. 

(e) Real Property. Set forth on Schedule E (as such schedule may be updated from 
time to time in accordance with the provisions of this Agreement) is a list of all 
real property owned or leased by each Debtor. 

(f) Intellectual Property. Set forth on Schedule F (as such schedule may be updated 
from time to time in accordance with the provisions of this Agreement) is a list of 
all Intellectual Property owned by such Debtor, all applications for registration 
with respect to Intellectual Property and all licenses with respect to Intellectual 
Property. 
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(g) Interest in Partnerships or LLCs. The terms of any interest in a partnership or 
limited liability company that is Collateral expressly provide that such interest is a 
“security” for the purposes of the STA. 

(h) Pledged Securities. The Pledged Securities have been duly authorized and 
validly issued and are fully paid and non-assessable. 

(i) No Warrants, Options, etc. There are no outstanding warrants, options or other 
rights to purchase, or other agreements outstanding with respect to, or property 
that is now or hereafter convertible into, or that requires the issuance or sale of, 
any Pledged Securities. 

(j) No Agreement to Sell or Redeem Pledged Securities. There is no existing 
agreement, option, right or privilege capable of becoming an agreement or option 
pursuant to which such Debtor would be required to sell, redeem or otherwise 
dispose of any Pledged Securities or under which any issuer of such Pledged 
Securities has any obligation to issue any Securities of such issuer to any Person. 

(k) Control over Collateral. Such Debtor has taken all action required on its part for 
control to have been obtained by the Collateral Agent over all Collateral with 
respect to which such control may be obtained pursuant to the PPSA and the STA. 
No person other than the Collateral Agent has control or possession of all or any 
part of the Collateral. 

(2) All representations and warranties made by each Debtor in this Agreement (a) are 
material, (b) shall be considered to have been relied on by the Collateral Agent and the other 
Secured Parties, and (c) shall survive the execution and delivery of this Agreement and remain in 
full force and effect until the Secured Obligations have been fully satisfied and performed by the 
Debtors. 

ARTICLE 4 – COVENANTS OF EACH DEBTOR 

Section 4.1 Covenants of each Debtor 

(1) So long as this Agreement remains in effect each Debtor covenants and agrees as follows: 

(a) Covenants in the Plan. It shall abide by the covenants of such Debtor contained 
in the Plan and the Definitive Documents. 

(b) Investment Property. It shall, promptly upon acquiring any Investment Property, 
Instruments and other Securities, and in any case within five (5) Business Days 

Page 198 of 1342



 - 16 -  
 

 

  CONTRIBUTION SECURITY AGREEMENT 

 

thereof, notify the Collateral Agent in writing and provide the Collateral Agent 
with a revised Schedule A recording the acquisition and such particulars of such 
investment property as the Collateral Agent may require. 

(c) Control over Investment Property. It shall promptly upon request by the 
Collateral Agent: 

(i) deliver (or cause to be delivered) to the Collateral Agent, endorsed to the 
Collateral Agent or such nominee as it may direct and/or accompanied by 
such instruments of assignment and transfer in such form and substance as 
the Collateral Agent may reasonably request, any and all Instruments, 
Certificated Securities, Documents of Title and Chattel Paper included in 
or relating to the Collateral as the Collateral Agent may specify in its 
request; 

(ii) if the security hereby constituted becomes enforceable pursuant to the 
Plan, direct the issuer of any and all Certificated Securities included in or 
relating to the Collateral as the Collateral Agent may specify in its request 
to register the applicable Security Certificate in the name of the Collateral 
Agent or such nominee as it may direct; 

(iii) if the security hereby constituted becomes enforceable pursuant to the 
Plan, direct the issuer of any and all Uncertificated Securities included in 
or relating to the Collateral as the Collateral Agent may specify in its 
request to register the Collateral Agent or such nominee as it may direct as 
the registered owner of the Uncertificated Security; and 

(iv) if the security hereby constituted becomes enforceable pursuant to the 
Plan, direct the Securities Intermediary for any Security Entitlements or 
Securities Accounts included in or relating to the Collateral as the 
Collateral Agent may specify in its request to transfer any or all of the 
Financial Assets to which such Security Entitlements or Securities 
Accounts relate to such Security Entitlements or Securities Accounts as 
the Collateral Agent may specify. 

(d) Control Agreements. It shall promptly upon written request from time to time by 
the Collateral Agent, give its consent in writing to: 

(i) the entering into by any issuer of any Uncertificated Securities included in 
or relating to the Collateral as the Collateral Agent may specify in its 
request, of a Control Agreement with the Collateral Agent in respect of 
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such Uncertificated Securities, which consent may be incorporated into an 
agreement to which such issuer, the Collateral Agent and such Debtor are 
parties; and 

(ii) the entering into by any Securities Intermediary for any Securities 
Accounts or Security Entitlements included in or relating to the Collateral 
as the Collateral Agent may specify in its request, of a Control Agreement 
with the Collateral Agent in respect of such Securities Accounts or 
Security Entitlements which consent may be incorporated into an 
agreement to which such Securities Intermediary, the Collateral Agent and 
such Debtor are parties. 

(e) No Other Control Agreements. It shall not consent to: 

(i) the entering into by any issuer of any Uncertificated Securities included in 
or relating to the Collateral of a Control Agreement in respect of such 
Uncertificated Securities with any Person other than the Collateral Agent 
or such nominee or agent as it may direct; or 

(ii) the entering into by any Securities Intermediary for any Securities 
Accounts or Security Entitlements included in or relating to the Collateral 
of a Control Agreement with respect to such Securities Accounts or 
Security Entitlements with any Person other than the Collateral Agent or 
such nominee or agent as it may direct. 

(f) Equity Interests in a Partnership or LLC. If any of the Pledged Securities now 
or at any time hereafter constitute equity interests in a partnership (including a 
limited partnership) or limited liability company, it shall take all such steps and 
cause the issuer of such Pledged Securities to take all such steps as the Collateral 
Agent, at its option, may direct to constitute such Pledged Securities as 
“securities” within the meaning set out in the STA. 

(g) Securities Accounts. Promptly upon request by the Collateral Agent, it shall 
obtain a Control Agreement from each bank maintaining a securities account for 
such Debtor. 

(h) Intellectual Property Security Agreements. It shall facilitate filings with the 
Canadian Intellectual Property Office (and any other applicable intellectual 
property registry in the United States or Canada) and execute and deliver to the 
Collateral Agent one or more intellectual property security agreements as 
reasonably requested by the Collateral Agent. It shall make and maintain all 
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applications, filings, registrations and recordations necessary or desirable to 
protect its right, title and interest in and to the Collateral, including all filings, 
registrations and recordations necessary or desirable in respect of patents, 
trademarks, copyrights and industrial designs included in the Intellectual 
Property. 

(i) No Change in Name, Chief Executive Office, Location of Collateral, etc. It 
shall not, without providing at least thirty (30) days prior written notice to the 
Collateral Agent and otherwise complying with the requirements under the Plan 
and the Definitive Documents in respect of such change, change: 

(i) its legal name; 

(ii) the location of its chief executive office; 

(iii) the location of its registered office; 

(iv) the location of its books and records; 

(v) its organizational identification number; 

(vi) its jurisdiction of organization; 

(vii) its corporate structure; or 

(viii) the location of any Collateral (other than inventory or equipment in transit 
or out for repair or refurbishment). 

Such Debtor shall, prior to any change described in the preceding sentence, take 
all action and deliver all documents reasonably requested by the Collateral Agent 
to maintain the perfection and priority of the Collateral Agent’s Security Interest 
in the Collateral and shall deliver to the Collateral Agent an updated Schedule C 
(Grantor Information and Locations) reflecting the changed information. 

(j) Updating Schedules. It shall notify the Collateral Agent promptly of any material 
change in the information contained in Schedule D (Deposit Accounts and 
Securities Accounts), Schedule E (Real Property) and Schedule F (Intellectual 
Property) and shall deliver updated schedules to this Agreement reflecting the 
changed information.  
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(k) No Sale or Encumbrances. It shall not Dispose of (including pursuant to a 
dissolution) any of its property or assets, except as may be permitted pursuant to 
the Plan. Such Debtor will not create, incur, assume, suffer to exist or otherwise 
become bound by or subject to any Encumbrance upon any of its properties and 
assets, other than Permitted Encumbrances or as expressly provided in the Plan, 
the Definitive Documents or this Agreement, or with the prior written consent of 
the Collateral Agent. 

(l) Maintenance and Protection of Collateral. It shall keep the Collateral in good 
order, condition, and repair so as to protect and preserve the Collateral and will 
not permit the Collateral to be affixed to real or personal property so as to become 
a fixture or accession without the prior written consent of the Collateral Agent. 
Such Debtor will not use the Collateral in violation of the Plan, the Definitive 
Documents or this Agreement, or any other agreement relating to the Collateral or 
any policy of insurance thereon, or any applicable law. Such Debtor will keep all 
licenses, permits, agreements, registrations and applications relating to intellectual 
property used by the Debtor in good standing. Such Debtor shall register all 
existing and future trademarks, patents, copyrights and industrial designs. Such 
Debtor shall, at its own cost and expense, defend title to the Collateral and the 
Security Interests of the Collateral Agent against the claim or demand of any 
person claiming against or through the Debtor and shall maintain and preserve 
such perfected security interests for so long as this Agreement shall remain in 
effect. 

(m) Access to Collateral. It shall permit the Collateral Agent, or its designee, to 
inspect the Collateral at any reasonable time, on reasonable advance notice, 
wherever located. Such Debtor shall upon request by the Collateral Agent provide 
to the Collateral Agent any information concerning the Collateral, such Debtor 
and its business, as the Collateral Agent may reasonably request. 

(2) All covenants made by the Debtors in this Agreement shall survive the execution and 
delivery of this Agreement and remain in full force and effect until the Secured Obligations have 
been fully satisfied and performed by the Debtors. 

ARTICLE 5 – COLLECTION OF PROCEEDS 

Section 5.1 Payments to the Collateral Agent 

Each Debtor shall: 
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(a) collect and enforce payment of all Accounts in accordance with its customary 
business practices and shall dispose of and receive payment for all Inventory 
which is ordinarily disposed of in such Debtor’s business; and 

(b) if the security hereby constituted becomes enforceable pursuant to the Plan: 

(i) receive and hold in trust for the Collateral Agent, all payments on or 
Instruments received in respect of the Collateral, all rights by way of 
suretyship or guarantee which such Debtor now has or may hereafter 
acquire to enforce payment of any of the Collateral and all rights in the 
nature of a security interest whereby such Debtor may satisfy any 
Collateral out of property, and all non-cash proceeds of any such 
collection, disposition or realization of any of the Collateral shall remain 
subject to the Security Interest hereby created at all times;  

(ii) endorse to the Collateral Agent and forthwith deliver to it all such 
payments and Instruments in the form received by such Debtor; and 

(iii) forthwith deliver to the Collateral Agent all property in such Debtor’s 
possession or hereafter coming into its possession through enforcement of 
any such rights. 

ARTICLE 6 – DEALING WITH COLLATERAL BY EACH DEBTOR 

Section 6.1 Sale of Collateral 

Subject to the Plan and the Definitive Documents and any specific restrictions set out 
therein, and prior to the security hereby constituted becoming enforceable pursuant to the Plan, 
each Debtor may sell, lease, transfer, convey or otherwise dispose of any Collateral so that the 
purchaser or transferee thereof takes title clear of the Security Interest hereby created and such 
Collateral shall be deemed to be released and discharged from such Security Interest without any 
further action on the part of the Collateral Agent. Upon the written request of such Debtor, at the 
sole expense of such Debtor, the Collateral Agent will promptly execute and deliver an 
instrument confirming any such release or discharge in favour of any such purchaser or 
transferee. If such sale, lease, transfer, conveyance or disposition results in an Account, such 
Account shall be subject to the Security Interest hereby created. 

Section 6.2 Investment Property 

Until the security hereby constituted has become enforceable pursuant to the Plan, and 
subject to the terms of this Agreement and the Plan and the Definitive Documents, each Debtor 
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is entitled to receive all interest, cash dividends or other distributions, in respect of the Collateral, 
to exercise all voting power from time to time exercisable by it in respect of the investment 
property and give entitlement orders, instructions, directions, consents, waivers and ratifications 
in respect thereof; provided that no such action shall be taken which would impair the interests of 
the Collateral Agent or Secured Parties, or the validity, perfection or priority of the Security 
Interest or the value of the investment property or which would violate the provisions of this 
Agreement, the Plan or any other Definitive Documents, provided further that any and all stock 
and/or liquidating dividends, distributions of property, returns of capital or other distributions 
made on or with respect to the Pledged Securities, whether resulting from a subdivision, 
combination or reclassification of the outstanding capital stock of any issuer or received in 
exchange for the Pledged Securities or any part thereof or as a result of any amalgamation, 
merger, consolidation, acquisition or other exchange of property to which any issuer may be a 
party or otherwise, and any and all cash and other property received in exchange for any Pledged 
Securities shall be and become part of the Collateral subject to the Security Interest. If the 
security hereby constituted becomes enforceable pursuant to the Plan, all rights of such Debtor 
pursuant to this Section shall cease and the Collateral Agent shall have the sole and exclusive 
right and authority to receive and retain all interest, cash dividends and other distributions and 
shall be entitled to exercise all voting rights in respect of the Investment Property and give 
entitlement orders, instructions, directions, consents, waivers and ratifications in respect thereof. 
Any money and other property paid over to or received by the Collateral Agent pursuant to the 
provisions of this Section shall be retained by the Collateral Agent as additional Collateral 
hereunder and be applied in accordance with the provisions of this Agreement. 

ARTICLE 7 – DEFAULT 

The security hereby constituted shall become enforceable only upon the occurrence of an 
Event of Default which is not cured pursuant to the Plan, following which the Collateral Agent, 
in its sole discretion, may issue demand letters, prior notices of the exercise of hypothecary 
recourses and advance notices under Section 244 of the Bankruptcy and Insolvency Act and 
declare all or any part of the Secured Obligations which are not by their terms payable on 
demand to be immediately due and payable, without demand or notice of any kind. 

ARTICLE 8 – REMEDIES ON DEFAULT 

If the security hereby constituted becomes enforceable in accordance with the Plan, the 
Collateral Agent shall have, to the extent permitted by Applicable Law, in addition to any other 
rights, remedies and powers which it may have at law, in equity or under the PPSA, the rights, 
remedies and powers set out in this Article 8, provided, however, that notwithstanding any other 
provision of this Agreement, (i) no exercise of remedies may occur without the approval of the 
CCAA Court, and (ii) the CCAA Court shall have exclusive jurisdiction to determine all matters 
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related to the enforcement of this Agreement and the Security Interest and the exercise of any 
rights, remedies and powers that the Collateral Agent may have under this Agreement, at law, in 
equity or under the PPSA. 

Section 8.1 Power of Entry 

Each Debtor shall forthwith upon demand assemble and deliver to the Collateral Agent 
possession of all of the Collateral at such place as may be specified by the Collateral Agent. The 
Collateral Agent may take such steps as it considers necessary or desirable to obtain possession 
of all or any part of the Collateral and, to that end, each Debtor agrees that the Collateral Agent, 
its servants or agents or Receiver may, at any time, during the day or night, enter upon lands and 
premises where the Collateral may be found for the purpose of taking possession of and/or 
removing the Collateral or any part thereof. In the event of the Collateral Agent taking 
possession of the Collateral, or any part thereof, the Collateral Agent shall have the right to 
maintain the same upon the premises on which the Collateral may then be situate. The Collateral 
Agent may take such action or do such things as to render any Equipment unusable. 

Section 8.2 Power of Sale 

(1) The Collateral Agent may sell, lease, transfer, convey or otherwise dispose of all or any 
part of the Collateral, as a whole or in separate parcels, by public auction, private tender or by 
private contract, with or without notice, except as otherwise required by Applicable Law (and if 
a reasonable notice is required by law, each Debtor agrees that fifteen (15) days’ notice is 
commercially reasonable unless a shorter period of notice is reasonable in the circumstances), 
with or without advertising and without any other formality, all of which are hereby waived by 
the Debtors. Such sale, lease or disposition shall be on such terms and conditions as to credit and 
otherwise and as to upset or reserve bid or price as to the Collateral Agent, in its sole discretion, 
may deem advantageous. If such sale, lease, transfer, conveyance or disposition is made on credit 
or part cash and part credit, the Collateral Agent need only credit against the Secured Obligations 
the actual cash received at the time of the sale. Any payments made pursuant to any credit 
granted at the time of the sale shall be credited against the Secured Obligations as they are 
received. The Collateral Agent may buy in or rescind or vary any contract for sale of all or any of 
the Collateral and may resell without being answerable for any loss occasioned thereby. Any 
such sale, lease or disposition may take place whether or not the Collateral Agent has taken 
possession of the Collateral. The Collateral Agent may, before any such sale, lease, transfer, 
conveyance or disposition, perform any commercially reasonable repair, processing or 
preparation for disposition and the amount so paid or expended shall be deemed advanced to the 
applicable Debtor by the Secured Parties, shall become part of its Secured Obligations, shall bear 
interest at the rate of interest per annum applicable under the Plan and shall be secured by this 
Agreement. For greater certainty, the Collateral Agent may sell, transfer, or use any Investment 
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Property included in the Collateral of which the Collateral Agent has “control” within the 
meaning of subsection 1(2) of the PPSA. 

(2) Without limiting the generality of the foregoing, each Debtor acknowledges that when 
disposing of any Investment Property, the Collateral Agent may be unable to effect a public sale 
of any or all of the Investment Property, or to sell any or all of the Pledged Securities as a control 
block sale at more than a stated premium to the “market price” of any shares, stock, instruments, 
warrants, bonds, debenture stock and other securities forming part of the Investment Property, by 
reason of certain prohibitions contained in the Securities Act (Ontario) and Applicable Law of 
other jurisdictions, but may be compelled to resort to one or more private sales to a restricted 
group of purchasers who will be obliged to agree, among other things, to acquire such 
Investment Property as principal and to comply with other resale restrictions provided for in the 
Securities Act (Ontario) and other Applicable Law. Each Debtor acknowledges and agrees that 
any such private sale may result in prices and other terms less favourable to the seller than if 
such sale were a public sale or a control block sale and, notwithstanding such circumstances, 
agrees that any such private sale shall not be deemed to have been made in a commercially 
unreasonable manner solely by reason of its being a private sale. The Collateral Agent shall be 
under no obligation to delay a sale of any of the Investment Property for the period of time 
necessary to permit the issuer of any such Pledged Securities to qualify such investment property 
for public sale under the Securities Act (Ontario) or under applicable securities laws of other 
jurisdictions, even if the issuer would agree to do so, or to permit a prospective purchaser to 
make a formal offer to all or substantially all holders of any class of Securities forming any part 
of the Investment Property. 

Section 8.3 Validity of Sale 

No person dealing with the Collateral Agent or its servants or agents shall be concerned 
to inquire whether the security hereby constituted has become enforceable, whether the powers 
which the Collateral Agent is purporting to exercise have become exercisable, whether any 
money remains due on the security of the Collateral, as to the necessity or expedience of the 
stipulations and conditions subject to which any sale, lease, transfer, conveyance or disposition 
shall be made, otherwise as to the propriety or regularity of any sale or any other dealing by the 
Collateral Agent with the Collateral or to see to the application of any money paid to the 
Collateral Agent. In the absence of fraud on the part of such persons, such dealings shall be 
deemed, so far as regards the safety and protection of such person, to be within the powers 
hereby conferred and to be valid and effective accordingly. 

Section 8.4 Receiver 

The Collateral Agent may, in addition to any other rights it may have, appoint by 
instrument in writing one or more Receivers of all or any part of the Collateral or may institute 
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proceedings in any court of competent jurisdiction for the appointment of such a Receiver. Any 
such Receiver is hereby given and shall have the same powers and rights and exclusions and 
limitations of liability as the Collateral Agent has under this Agreement, at law or in equity. In 
exercising any such powers, any such Receiver shall, to the extent permitted by law, act as and 
for all purposes shall be deemed to be the agent of the Debtors and the Collateral Agent shall not 
be responsible for any act or default of any such Receiver. The Collateral Agent may appoint one 
or more Receivers hereunder and may remove any such Receiver or Receivers and appoint 
another or others in his or their stead from time to time. Any Receiver so appointed may be an 
officer or employee of the Collateral Agent. A court need not appoint, ratify the appointment by 
the Collateral Agent of or otherwise supervise in any manner the actions of any Receiver. Upon a 
Debtor receiving notice from the Collateral Agent of the taking of possession of the Collateral or 
the appointment of a Receiver, all powers, functions, rights and privileges of each of the 
directors and officers of such Debtor with respect to the Collateral shall, to the extent permitted 
by Applicable Law, cease, unless specifically continued by the written consent of the Collateral 
Agent. 

Section 8.5 Carrying on Business 

The Collateral Agent may carry on, or concur in the carrying on of, all or any part of the 
business or undertaking of any Debtor, may, to the exclusion of all others, including such 
Debtor, enter upon, occupy and use all or any of the premises, buildings, plant and undertaking 
of, or occupied or used by such Debtor and may use all or any of the Equipment and Intangibles 
of such Debtor for such time as the Collateral Agent sees fit, free of charge, to carry on the 
business of such Debtor and, if applicable, to manufacture or complete the manufacture of any 
Inventory and to pack and ship the finished product. 

Section 8.6 Dealing with Collateral 

The Collateral Agent may seize, collect, realize, dispose of, enforce, release to third 
parties or otherwise deal with the Collateral or any part thereof in such manner, upon such terms 
and conditions and at such time or times as may seem to it advisable, all of which without notice 
to the Debtors except as otherwise required by any Applicable Law. The Collateral Agent may 
demand, sue for and receive any Account with or without notice to the Debtors, give such 
receipts, discharges and extensions of time and make such compromises in respect of any 
Account which may, in the Collateral Agent’s absolute discretion, seem bad or doubtful. The 
Collateral Agent may charge on its own behalf and pay to others, sums for costs and expenses 
incurred, including, without limitation, legal fees and expenses on a solicitor and his own client 
scale and Receivers’ and accounting fees, in or in connection with seizing, collecting, realizing, 
disposing, enforcing or otherwise dealing with the Collateral and in connection with the 
protection and enforcement of the rights of the Collateral Agent hereunder, including, without 
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limitation, in connection with advice with respect to any of the foregoing. The amount of such 
sums shall be deemed advanced to the applicable Debtor by the Secured Parties, shall become 
part of its Secured Obligations, shall bear interest at the rate of interest per annum applicable 
under the Plan and shall be secured by this Agreement. 

Section 8.7 Securities 

If the Collateral at any time includes Securities, each Debtor authorizes the Collateral 
Agent, at such time as the security hereby constituted becomes enforceable pursuant to the Plan, 
to transfer the same or any part thereof into its own name or that of its nominee(s) so that the 
Collateral Agent or its nominee(s) may appear of record as the sole owner thereof and shall cause 
the Collateral Agent or its nominee(s) to become the Entitlement Holder with respect to any 
Security Entitlements forming part of the Collateral. 

Section 8.8 Retention of Collateral 

Upon notice to the Debtors and subject to any obligation to dispose of any of the 
Collateral, as provided in the PPSA, the Collateral Agent may elect to retain all or any part of the 
Collateral in satisfaction of the Secured Obligations or any of them. 

Section 8.9 Pay Encumbrances 

The Collateral Agent may pay any encumbrance that may exist or be threatened against 
the Collateral ranking in priority to the Security Interest granted hereunder. In addition, the 
Collateral Agent may borrow money required for the maintenance, preservation or protection of 
the Collateral or for the carrying on of the business or undertaking of any Debtor and may grant 
further Security Interests in the Collateral in priority to the Security Interest created hereby as 
security for the money so borrowed. In every such case, the amounts so paid or borrowed 
together with costs, charges and expenses incurred in connection therewith shall be deemed to 
have been advanced to the applicable Debtor by the Secured Parties, shall become part of its 
Secured Obligations, and shall bear interest at the rate per annum applicable under the Plan and 
shall be secured by this Agreement. 

Section 8.10 Application of Payments Against Secured Obligations 

Any and all payments made in respect of the Secured Obligations from time to time and 
moneys realized on the Collateral shall be applied to the Secured Obligations in accordance with 
the Plan and the Definitive Documents. Any insurance moneys received by the Collateral Agent 
pursuant to this Agreement may, at the option of the Collateral Agent, be applied to rebuilding or 
repairing the Collateral or be applied against the Secured Obligations in accordance with the Plan 
and the Definitive Documents. 
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Section 8.11 Deficiency 

If the proceeds of the realization of the Collateral are insufficient to repay the Collateral 
Agent all moneys due to it, the Debtors shall forthwith pay or cause to be paid to the Collateral 
Agent such deficiency. 

Section 8.12 Collateral Agent Not Liable 

Subject to Applicable Laws, neither the Collateral Agent nor any Receiver shall be liable 
or accountable for any failure to seize, collect, realize, dispose of, enforce or otherwise deal with 
the Collateral, shall not be bound to institute proceedings for any such purposes or for the 
purpose of preserving any rights of the Collateral Agent, the Debtors or any other person, firm or 
corporation in respect of the Collateral and shall not be liable or responsible for any loss, cost or 
damage whatsoever which may arise in respect of any such failure, including, without limitation, 
resulting from the negligence of the Collateral Agent, Receivers, or any of their respective 
Collateral Agent/Receiver Representatives, or otherwise. Subject to Applicable Laws, neither the 
Collateral Agent, Receivers, or any of their respective Collateral Agent/Receiver Representatives 
shall be liable by reason of any entry into possession of the Collateral or any part thereof, to 
account as a mortgagee in possession, for anything except actual receipts, for any loss on 
realization, for any act or omission for which a mortgagee in possession might be liable, for any 
negligence in the carrying on or occupation of the business or undertaking of the Debtors as 
provided in Section 8.5 or for any loss, cost, damage or expense whatsoever which may arise in 
respect of any such actions, omissions or negligence, other than those caused by the gross 
negligence or wilful misconduct of the Collateral Agent, Receivers, or any of their respective 
Collateral Agent/Receiver Representatives, as determined by a court of competent jurisdiction by 
final and non-appealable order or judgment. 

Section 8.13 Extensions of Time 

The Collateral Agent may grant renewals, extensions of time and other indulgences, take 
and give up security, accept compositions, grant releases and discharges, perfect or fail to perfect 
any security, release any part of the Collateral to third parties and otherwise deal or fail to deal 
with the Debtors, debtors of the Debtors, guarantors, sureties and others and with the Collateral 
and other security as the Collateral Agent may see fit, all without prejudice to the liability of the 
Debtors to the Collateral Agent and the Secured Parties or the Collateral Agent’s rights and 
powers under this Agreement. 

Section 8.14 Rights in Addition 

The rights and powers conferred by this Article 8 are in supplement of and in addition to 
and not in substitution for any other rights or powers the Collateral Agent may have from time to 
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time under this Agreement, the Mortgage, the Deeds of Hypothec or under Applicable Law. The 
Collateral Agent may proceed by way of any action, suit, remedy or other proceeding at law or in 
equity and no such remedy for the enforcement of the rights of the Collateral Agent shall be 
exclusive of or dependent on any other such remedy. Any one or more of such remedies may 
from time to time be exercised separately or in combination. 

ARTICLE 9 – APPOINTMENT OF REPRESENTATIVE 

Section 9.1 Appointment of Representative 

(1) The Debtors hereby irrevocably designate and appoint the Collateral Agent to act as the 
hypothecary representative (in such capacity, the “Representative”) on behalf and for the 
benefit of the present and future Secured Parties, to enter into the Security Agreements and to 
hold the security interests, rights and hypothec created pursuant to the Security Agreements on 
behalf and for the benefit of the present and future Secured Parties, as envisaged under Article 
2692 CCQ. 

(2) Any person who becomes a Secured Party shall benefit from the provisions hereof and 
the appointment of the Collateral Agent as Representative for the Secured Parties and, upon 
becoming a Secured Party, is deemed to have ratified and confirmed such appointment. 

Section 9.2 Acceptance of Appointment 

The Collateral Agent hereby accepts its appointment as Representative and agrees to 
take, receive and hold the security interests, rights and hypothec created pursuant to the Security 
Agreements and to exercise any and all powers and rights and to perform any and all duties 
conferred upon it hereunder and thereunder. 

Section 9.3 Successor Representative 

(1) If the Collateral Agent is replaced, the successor agent shall automatically become the 
Representative for the purposes of this Agreement and the hypothec created hereby. 

(2) The rights of the Representative hereunder shall benefit any successor Representative, 
including any person resulting from the amalgamation of the Representative with any other 
person. The successor Representative without further act (other than the filing of a notice of 
replacement in the applicable register in accordance with Article 2692 CCQ for the purposes of 
exercising the rights relating to the hypothec contemplated in Section 2.2) shall then be vested 
and have all rights, powers and authorities granted to the Representative hereunder and be 
subject in all respects to the terms, conditions and provisions hereof to the same extent as if 
originally acting as Representative hereunder. 
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Section 9.4 Waiver of certain Statutory Provisions 

To the extent necessary or useful, the parties hereby waive the application of Section 32 
of An Act Respecting the Special Powers of Legal Persons (Quebec) CQLR c. P-16 and of 
Articles 1310 and 2147 CCQ. 

ARTICLE 10 – INSTRUCTIONS TO COLLATERAL AGENT 

Section 10.1 Instructions in accordance with the Plan and Definitive Documents  

The Collateral Agent shall take its instructions exclusively in the manner contemplated in 
the Plan and Definitive Documents.  

ARTICLE 11 – GUARANTEE 

Section 11.1 Guarantee 

In recognition of the direct and indirect benefits to be received by each Material 
Subsidiary under the Plan, each Material Subsidiary, jointly and severally, hereby 
unconditionally and irrevocably guarantees as a primary obligor and not merely as a surety the 
full and prompt payment and performance when due, whether upon maturity, acceleration, or 
otherwise, of all of the Obligations owed to the Secured Parties.  

ARTICLE 12 – GENERAL 

Section 12.1 Security in Addition 

The security hereby constituted is not in substitution for any other security for the 
Secured Obligations or for any other agreement between the parties creating a Security Interest 
in all or part of the Collateral, whether heretofore or hereafter made, and such security and such 
agreements shall be deemed to be continued and not affected hereby unless expressly provided to 
the contrary in writing and signed by the Collateral Agent and the Debtors. The taking of any 
action or proceedings or refraining from so doing, or any other dealing with any other security 
for the Secured Obligations or any part thereof, shall not release or affect the Security Interest 
created by this Agreement and the taking of the Security Interest hereby created or any 
proceedings hereunder for the realization of the Security Interest hereby created shall not release 
or affect any other security held by the Collateral Agent for the repayment of or performance of 
the Secured Obligations. 
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Section 12.2 Continuing Security Interest and Discharge 

(1) This Agreement shall create a continuing Security Interest in the Collateral and shall 
remain in full force and effect until the Secured Obligations have been fully satisfied and 
performed by the Debtors, notwithstanding any dealing between the Collateral Agent and the 
Debtors or any guarantor in respect of the Secured Obligations or any release, exchange, non-
perfection, amendment, waiver, consent or departure from or in respect of any or all of the terms 
or provision of any security held for the Secured Obligations. 

(2) If the Secured Obligations have been fully satisfied and performed by the Debtors, the 
Debtors otherwise observe and perform the terms and conditions hereof, and all other obligations 
of the Collateral Agent and the Secured Parties under the Plan, the Definitive Documents and 
any agreements and documents with respect to the Other Secured Obligations, have terminated, 
then the Collateral Agent shall at the request and at the expense of the Debtors release and 
discharge the Security Interest created hereby and execute and deliver to the Debtors such deeds 
and other instruments as shall be requisite therefor. 

Section 12.3 Amalgamation 

Each Debtor acknowledges and agrees that, in the event it amalgamates with any other 
corporation or corporations, it is the intention of the parties hereto that the term “Debtor”, when 
used herein, shall apply to each of the amalgamating corporations and to the amalgamated 
corporation, such that the Security Interest granted hereby: 

(a) shall extend to “Collateral” (as that term is herein defined) owned by each of the 
amalgamating corporations and the amalgamated corporation at the time of 
amalgamation and to any “Collateral” thereafter owned or acquired by the 
amalgamated corporation, and 

(b) shall secure all “Secured Obligations” (as that term is herein defined) of each of 
the amalgamating corporations and the amalgamated corporation to the Collateral 
Agent and the Secured Parties at the time of amalgamation and all “Secured 
Obligations” of the amalgamated corporation to the Collateral Agent and the 
Secured Parties thereafter arising. The Security Interest shall attach to all 
“Collateral” owned by each corporation amalgamating with a Debtor, and by the 
amalgamated corporation, at the time of the amalgamation, and shall attach to all 
“Collateral” thereafter owned or acquired by the amalgamated corporation when 
such becomes owned or is acquired. 

Page 212 of 1342



 - 30 -  
 

 

  CONTRIBUTION SECURITY AGREEMENT 

 

Section 12.4 No Collateral Warranties 

There is no representation, warranty or collateral agreement affecting this Agreement or 
the Collateral, other than as expressed in writing herein or in the Plan or any Definitive 
Documents. 

Section 12.5 Receipt of Copy/Waiver 

The Debtors acknowledge receipt of an executed copy of this Agreement. The Debtors 
waive the right to receive a copy of any financing statement, financing change statement or 
verification statement in respect of any registered financing statement or financing change 
statement prepared, registered or issued in connection with this Agreement. 

Section 12.6 No Merger 

Neither the taking of any judgment nor the exercise of any power of seizure or sale shall 
operate to extinguish the liability of the Debtors to make payment of or satisfy the Secured 
Obligations. The acceptance of any payment or alternate security shall not constitute or create 
any novation and the taking of a judgment or judgments under any of the covenants herein 
contained shall not operate as a merger of such covenants. 

Section 12.7 Reinstatement 

This Agreement shall remain in full force and effect and continue to be effective should 
any application or petition be filed by or against one or more Debtors for liquidation or 
reorganization, should such Debtor(s) become insolvent, if any Debtor commences, after the date 
hereof, a proceeding under the CCAA, United States Bankruptcy Code, or any similar legislation 
in other jurisdictions or make an assignment for the benefit of creditors or should a Receiver be 
appointed for all or any significant part of such Debtor’s assets, and shall continue to be effective 
or be reinstated, as the case may be, if at any time payment and performance of the Secured 
Obligations, or any part thereof, is, pursuant to Applicable Law, rescinded or reduced in amount, 
or must otherwise be restored or returned (whether by way of demand, settlement, litigation or 
otherwise), and in any such case, the Secured Obligations shall be reinstated and deemed reduced 
only by such amount paid and not so rescinded, reduced, restored or returned. 

Section 12.8 Indemnity 

Each Debtor agrees to indemnify and save harmless the Collateral Agent, the Secured 
Parties and any Receiver from and against any and all claims, losses and liabilities arising out of 
or resulting out of or resulting from this Agreement (including, without limitation, enforcement 
of this Agreement), except claims, losses or liabilities resulting from the Collateral Agent’s, such 
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Secured Party’s or such Receiver’s gross negligence or wilful misconduct, as determined by a 
court of competent jurisdiction by final and non-appealable judgment. 

Section 12.9 Amendment, Waiver 

(1) No amendment or waiver of this Agreement shall be binding unless made in writing and 
executed by an authorized officer of the Collateral Agent and each Debtor. 

(2) Any waiver by the Collateral Agent of a breach by a Debtor of any of the terms or 
provisions of this Agreement or of an Event of Default or Breach under Article 7 must be in 
writing to be effective against and bind the Collateral Agent or the Secured Parties. No such 
waiver by the Collateral Agent shall extend to or be taken in any manner to affect any 
subsequent breach by a Debtor of any of the terms or provisions of this Agreement or Breach or 
Event of Default or the rights of the Collateral Agent arising therefrom. The rights, remedies, 
powers and privileges under this Agreement, the Plan and any other Definitive Documents are 
cumulative and not exclusive of any rights, remedies, powers and privileges provided by 
Applicable Law. 

Section 12.10 Further Assurances 

(1) Each Debtor shall at all times do, execute, acknowledge and deliver or cause to be done, 
executed, acknowledged or delivered all and singular every such further acts, deeds, 
conveyances, instruments, transfers, assignments, security agreements and assurances as the 
Collateral Agent may reasonably require in order to give effect to the provisions and purposes of 
this Agreement, including, without limitation, in respect of the Collateral Agent’s enforcement of 
the security constituted by this Agreement and its realization on the Collateral, and for the better 
granting, transferring, assigning, charging, setting over, assuring, confirming and/or perfecting 
the Security Interest of the Collateral Agent in the Collateral pursuant to this Agreement. Each 
Debtor hereby constitutes and appoints the Collateral Agent, or any Receiver appointed by the 
CCAA Court or the Collateral Agent as provided herein, the true and lawful attorney of such 
Debtor irrevocably with full power of substitution to do, make and execute all such assignments, 
documents, acts, matters or things with the right to use the name of such Debtor whenever and 
wherever it may be deemed necessary or expedient; provided, that, such power of attorney may 
only be exercised if the security hereby constituted becomes enforceable pursuant to the Plan. 
This irrevocable power of attorney is coupled with an interest and shall terminate once the 
Secured Obligations have been fully satisfied and performed by the Debtors. Each Debtor hereby 
authorizes the Collateral Agent to file such proofs of claim and other documents as may be 
necessary or advisable in order to prove its claim in any bankruptcy, proposed winding-up or 
other proceeding relating to such Debtor.  

(2) Without limiting the generality of the foregoing, each Debtor: 
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(a) shall at the request of the Collateral Agent, mark conspicuously each Chattel 
Paper evidencing or relating to an Account, and each related contract and, each of 
its records pertaining to the Collateral with a legend, in form and substance 
satisfactory to the Collateral Agent, indicating that such Chattel Paper, related 
contract or Collateral is subject to the Security Interests granted hereby; 

(b) shall, if any Account shall be evidenced by a promissory note or other Instrument 
or Chattel Paper, at the request of the Collateral Agent, deliver and pledge to the 
Collateral Agent hereunder such note, Instrument or Chattel Paper duly endorsed 
and accompanied by duly executed instruments of transfer or assignment, all in 
form and substance satisfactory to the Collateral Agent; 

(c) shall execute and file such financing statements or financing change statements, 
or amendments, thereto, and such other instruments or notices, as may be 
necessary or desirable, or as the Collateral Agent may request, in order to perfect 
and preserve the Security Interests granted or purported to be granted hereby; 

(d) hereby authorizes the Collateral Agent to file one or more financing statements or 
financing change statements, and amendments thereto, relative to all or any part 
of the Collateral without the signature or consent of such Debtor, where permitted 
by Applicable Law; and 

(e) shall furnish to the Collateral Agent from time to time statements and schedules 
further identifying and describing the Collateral and such other reports in 
connection with the Collateral as the Collateral Agent may request, all in 
reasonable detail, in addition to what is otherwise required by this Agreement. 

Section 12.11 Collateral Agent May Perform 

If a Debtor fails to perform any obligation contained in this Agreement, the Collateral 
Agent may itself perform, or cause to be performed, such obligation, and the costs and expenses 
of the Collateral Agent incurred in connection therewith shall be payable by such Debtor and 
shall form part to the Secured Obligations; provided that the Collateral Agent shall not be 
required to perform or discharge any obligation of such Debtor. 

Section 12.12 Costs and Expenses 

Each Debtor shall pay upon demand by the Collateral Agent the amount of any and all 
costs and expenses, including the fees and disbursements of its counsel and of any experts and 
agents, which the Collateral Agent may incur in connection with (i) the administration of this 
Agreement, (ii) the custody, preservation, use or operation of, or the sale of, collection from, or 
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other realization upon, any of the Collateral, (iii) the exercise or enforcement of any of the rights 
or remedies of the Collateral Agent hereunder, or (iv) the failure by the Debtors to perform or 
observe any of the provisions hereunder and all such costs and expenses shall form part of the 
Secured Obligations. 

Section 12.13 Successor Agent 

In the event that the Collateral Agent shall resign and a successor agent thereafter shall be 
appointed in accordance with the Plan or the Definitive Documents, then, all references herein to 
the Collateral Agent in this Agreement shall be deemed to be references to such successor agent 
as and from such date and such successor agent shall receive and become vested with all the 
rights, powers, privileges and duties of the retiring Collateral Agent and the retiring or removed 
Collateral Agent shall be discharged from its further duties and obligations as the Collateral 
Agent under this Agreement. 

Section 12.14 Notice 

(1) Notice in Writing. Unless otherwise specified, each notice to a party shall be given in 
writing and delivered personally or by courier, sent by e-mail or other electronic transmission 
contemplated by the parties to such party as follows: 

If to the Debtors: 

Name: Rothmans, Benson & Hedges Inc. 
Address: 1500 Don Mills Road 
Toronto ON M3B 3L1 
Attention: Gwenno Lloyd 
Email: gwenno.lloyd@rbhinc.ca 

With a copy to: 

Name: McCarthy Tétrault LLP 
Address: Suite 5300, Toronto Dominion Tower 
Toronto ON M5K 1E6 
Attention: James D. Gage 
Email: jgage@mccarthy.ca 

If to the Collateral Agent: 

Name: [] 
Address: [] 
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Attention: [] 
Email: [] 

or to any other address, e-mail or Person that the party designates. 

Section 12.15 Governing Law 

This Agreement is governed by, and is to be construed and interpreted in accordance 
with, the laws of the Province of Ontario and the laws of Canada applicable therein, except as 
required by mandatory provisions of law and except to the extent that the validity or perfection 
of the Security Interests hereunder, or remedies hereunder, in respect of any particular Collateral 
are governed by the laws of a jurisdiction other than the Province of Ontario. 

Section 12.16 Jurisdiction 

(1) Any action or proceeding arising out of or based upon this Agreement shall be brought in 
the CCAA Court and each of the parties hereto irrevocably submits to the exclusive jurisdiction 
of the CCAA Court. The parties irrevocably and unconditionally waive any objection to the 
venue of any action or proceeding in the CCAA Court and irrevocably waive and agree not to 
plead in the CCAA Court that any such action or proceeding brought in such court has been 
brought in an inconvenient forum. Each of the parties hereto agrees that a final judgment in any 
such action or proceeding may be enforced in other jurisdictions by suit on the judgment or in 
any other manner provided by Applicable Law. 

Section 12.17 Entire Agreement 

This Agreement has been entered into pursuant to the provisions of the Plan and the 
Definitive Documents and is subject to all terms and conditions thereof. This Agreement cancels 
and supersedes any prior understandings and agreements between the parties hereto with respect 
thereto other than the other Security Agreements. There are no representations, warranties, terms, 
conditions, undertakings or collateral agreements, express, implied or statutory, between the 
Collateral Agent and the Debtors with respect to the subject matter hereof except as expressly set 
forth herein, in the other Security Agreements and in the Plan and the Definitive Documents. 

Section 12.18 Severability 

Any provision of this Agreement which is prohibited or unenforceable in any jurisdiction 
shall not invalidate the remaining provisions and any such prohibition or unenforceability in any 
jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction. 
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Section 12.19 Time of the Essence 

Time shall be of the essence of every provision of this Agreement. 

Section 12.20 Successors and Assignees 

This Agreement shall be binding upon the Debtors and their successors and permitted 
assigns, and enure to the benefit of the Collateral Agent and its successors and assigns. This 
Agreement shall be assignable by the Collateral Agent free of any set-off, counter-claim or 
equities between the Debtors and the Collateral Agent, and the Debtors shall not assert against an 
assignee of the Collateral Agent any claim or defense that the Debtors have against the Collateral 
Agent. The Debtors may not assign their obligations under this Agreement without the consent 
of the Collateral Agent. 

Section 12.21 Counterpart; Delivery by Electronic Transmission 

This Agreement may be executed in counterparts. Each executed counterpart shall be 
deemed to be an original and all counterparts taken together shall constitute one and the same 
agreement. Delivery of an executed signature page to this Agreement by a party hereto by 
electronic transmission shall be as effective as delivery of a manually executed copy of this 
Agreement by such party. 

Section 12.22 Language. 

 The parties have required that this Agreement and all documents and notices resulting 
from it, other than the Deed of Immovable Hypothec and certain provisions of the Deed of 
Movable Hypothec, be drawn up in English. Les parties ont exigé que la présente convention, 
ainsi que tous les documents et avis qui s’y rattachent ou qui en découleront, sauf l’acte 
d’hypothèque immobilière et certaines dispositions de l’acte d’hypothèque mobilière, soient 
rédigés en anglais. 
 

[SIGNATURE PAGES TO FOLLOW] 
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The parties have executed this Agreement. 

DEBTORS: 

ROTHMANS, BENSON & HEDGES INC. 

By:  

 Name: 
 Title: 
 

By:  

 Name: 
 Title: 
 

ROTHMANS INC. 

 

By:  

 Name: 
 Title: 
 

By:  

 Name: 
 Title: 
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Collateral Agent: 

 

[NAME OF COLLATERAL AGENT],  
as Collateral Agent, for and on behalf of the 
Secured Parties 

 
 
By:  

 Name: 
 Title: 
 

By:  

 Name: 
 Title: 
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Schedule A – Pledged Securities 

Pledged Instruments and Other Securities: 
 

Issuer Holder 
Class of 
Securities 

No. of 
Securities 

% of Issued 
Securities 

Cert. No. (if 
Securities are 
Certificated) 

      
      
      

 

Other Investment Property: 
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Schedule B-1 – Deed of Immovable Hypothec 
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Schedule B-2 – Deed of Movable Hypothec 
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Schedule B-3 – Mortgage 
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Schedule C – Debtor Information and Locations 

Debtor (Legal 
Name) and 
Jurisdiction of 
Formation 

Chief 
Executive 
Office 

Registered 
Office 

Location of 
Books and 
Records 

Additional Places of Business 
and Locations of Assets 
(including name of any third 
party bailee, if applicable) 
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Schedule D – Deposit Accounts and Securities Accounts 

 

Owner 
Bank or Financial 
Intermediary Account Name Account Number 
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Schedule E – Real Property 

Name of 
Owner or 
Lessee 

Indicate if 
property is 
Owned or 
Leased 

Address of 
property 

Name of 
Landlord, if 
leased 

Purpose of 
Property  
(ex: office, 
warehouse) 

     
  Cadastral 

Description 
  

 
  Cadastral 

Description 
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Schedule F – Intellectual Property 

1. Patents 

Owner 

Registration/
Application 
No. 

Registration/ 
Application 
Date Description Patent 

     

 

2. Trade-marks 

Owner 

Registration/
Application 
No. 

Registration/ 
Application 
Date Description Trade-mark 

     

 

3. Copyrights 

Owner 

Registration/
Application 
No. 

Registration/ 
Application 
Date Description Copyright 

     

 

4. Industrial Designs 

Owner 

Registration/
Application 
No. 

Registration/ 
Application 
Date Description Industrial Design 

     

 

5. Intellectual Property Applications 

6. Intellectual Property Licenses 
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1. INTERPRÉTATION ET DÉFINITIONS 

1.1 Interprétation 

Les Constituants et le Fondé de pouvoir conviennent que le présent Acte est 
assujetti aux termes et conditions de l’Acte d’Hypothèque Principal (y 
compris, sans limitation, les clauses relativement à l’indemnisation et la 
limitation de la responsabilité du Fondé de pouvoir), et chacun s’engage à 
respecter les engagements et obligations prévus dans l’Acte d’Hypothèque 
Principal. Malgré toute disposition contraire contenue aux présentes, en cas 
de conflit entre une disposition du présent Acte et une disposition de l’Acte 
d’Hypothèque Principal, cette dernière disposition aura préséance dans la 
mesure de ce conflit. 

Pour une plus grande certitude, il est toutefois entendu que (A) les 
dispositions des présentes prévalent en ce qui concerne la constitution et 
l’application des hypothèques accordées par les présentes et les obligations 
qui en découlent, (B) les dispositions et obligations énoncées dans l’Acte 
d’Hypothèque Principal applicables ou relatives aux biens hypothéqués en 
vertu de l’Acte d’Hypothèque Principal mais non hypothéqués en vertu du 
présent acte ne s’appliquent pas au présent acte ou aux biens hypothéqués 
en vertu du présent acte, et (C) les dispositions et obligations énoncées dans 
l’Acte d’Hypothèque Principal ne s’appliquent aux Constituants en vertu du 
présent acte (avec les modifications nécessaires) seulement dans la mesure 
où elles lui sont applicables en vertu de l’Acte d’Hypothèque Principal. 

1.2 Définitions 

Sauf indication contraire, les mots et expressions utilisés au présent acte et 
qui n’y sont pas définis ont le sens qui leur est attribué dans l’Acte 
d’Hypothèque Principal. 

« Acte » signifie le présent acte d’hypothèque, tel qu’amendé, reformulé, 
complété, remplacé ou autrement modifié à l’occasion; 

« Actifs Exclus » a la signification qui lui est donné aux termes de l’Acte 
d’Hypothèque Principal;  

« Cas de défaut » a la signification qui lui est donné aux termes de l’Acte 
d’Hypothèque Principal; 

« Code Civil » signifie le Code Civil du Québec, tel que modifié, amendé 
ou remplacé à l’occasion; 

« Cour » signifie la « CCAA Court » aux termes du Plan d’arrangement; 

« Créanciers » signifie les « Claimants » aux termes du Plan 
d’Arrangement; 

« Document Définitifs » a la signification qui lui est donné aux termes de 
l’Acte d’Hypothèque Principal;  
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3.5 Actifs Exclus 

Nonobstant toute disposition contraire des présentes, le Fondé de pouvoir 
renonce à tous droits et recours à titre de créancier hypothécaire en vertu du 
présente acte à l’égard des tous biens qui constituent des Actifs Exclus (aussi 
longtemps que ces biens demeurent des Actifs Exclus), y compris le droit de 
suite en vertu de l’article 2700 du Code Civil et le droit d’inscription en 
vertu de l’article 2949 du Code Civil contre les biens hypothéqués, mais 
cette renonciation ne s’applique pas aux biens qui cessent d’être des Actifs 
Exclus, ni aux produits des Actifs Exclus (à moins que ces produits ne 
constituent autrement des Actifs Exclus). 

3.6 Autorisation de percevoir 

Sous réserve des dispositions de l’Acte d’Hypothèque Principal, le Fondé 
de pouvoir autorise les Constituants à percevoir, à échéance, ses créances 
jusqu’à ce que cette autorisation lui soit retirée suite à la survenance d’un 
Cas de défaut en vertu de l’Acte d’Hypothèque Principal qui se poursuit et 
n’est pas corrigé dans, et se poursuit au-delà des, délais applicables, au 
moyen d’un avis aux Constituants et aux locataires, leur indiquant que 
l’Agent ou un de ses mandataires percevra dorénavant les Loyers. 

4. DROITS ET RECOURS DU FONDÉ DE POUVOIR 

4.1 Droits personnels et hypothécaires 

Suite à la survenance d’un Cas de défaut qui perdure, le Fondé de pouvoir 
pourra exercer tous les droits et pouvoir prévus par l’Acte d’Hypothèque 
Principal et la loi et, sans s’y limiter, le Fondé de pouvoir pourra, à son 
entière discrétion, par l’entremise de ses dirigeants, mandataires ou avocats, 
exercer tout droit d’action et tout droit hypothécaire prévu aux articles 2748 
à 2794 du Code Civil, et tout autre droit disponible aux créanciers et aux 
créanciers garantis en vertu des lois du Canada. 

Le Fondé de pouvoir n'est pas tenu d’exercer les mêmes droits hypothécaires 
à l’encontre de l’ensemble des biens hypothéqués et peut exercer des droits 
différents sur différents types de biens hypothéqués ou même sur différents 
éléments des biens hypothéqués qui font partie de la même universalité. 

4.2 Affectation du produit de la vente 

Le produit ou les bénéfices découlant de toute vente ou disposition des biens 
hypothéqués par ou au nom du Fondé de pouvoir, ainsi que toutes autres 
sommes qui peuvent alors être détenues par le Fondé de pouvoir en vertu du 
présent Acte, de l’Acte d’Hypothèque Principal et de la Sureté globale sont 
considérés comme faisant partie des biens hypothéqués ou du produit de 
ceux-ci, et ils peuvent être affectés par le Fondé de pouvoir comme il 
l’entend. 
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4.3 L’hypothèque constitue une sûreté supplémentaire 

Les hypothèques accordées en vertu des présentes s’ajoutent à toute autre 
charge ou sureté détenue par le Fondé de pouvoir; elles ne les remplacent, 
ni s’y substituent. 

4.4 Aucune renonciation 

Aucun retard ou omission du Fondé de pouvoir dans l'exercice de tout droit 
ou pouvoir ne portera atteinte à un tel droit ou pouvoir, ni ne pourra être 
interprété comme une renonciation à tout défaut ou tout Cas de défaut. Tout 
pouvoir et recours conféré au Fondé de pouvoir par le présent Acte peut être 
exercé à l’occasion et aussi souvent que le Fondé de pouvoir le juge 
opportun. 

5. DISPOSITIONS DIVERSES 

5.1 Recours cumulatifs 

Les droits et recours du Fondé de pouvoir en vertu du présent Acte sont 
cumulatifs et n'excluent en rien les autres droits et recours que le Fondé de 
pouvoir pourrait autrement avoir. Aucune omission ou retard de la part du 
Fondé de pouvoir dans l'exercice d'un droit ne pourra être interprété comme 
une renonciation à ce droit. L’exercice partiel ou unique d'un droit ou d'un 
pouvoir n'empêchera pas le Fondé de pouvoir d'exercer par la suite tout autre 
droit ou pouvoir. 

5.2 Délégation 

Le Fondé de pouvoir peut déléguer à toute personne l'exercice de ses droits, 
de ses pouvoirs ou l'exécution de tout engagement découlant du présent Acte 
ou de la loi ; dans un tel cas, le Fondé de pouvoir doit fournir à cette personne 
toute information qu'il détient relativement aux Constituants ou aux biens 
hypothéqués.  

5.3 Résiliation 

Le présent acte et toutes les hypothèques qui y sont consenties prennent fin 
de plein droit en ce qui concerne toutes les Obligations Garanties dès que 
les Constituants paient irrévocablement au Fondé de pouvoir et/ou aux 
Créanciers toutes les Obligations Garanties et respectent et exécutent les 
conditions du présente Acte et toutes les autres obligations du Fondé de 
pouvoir et des Créanciers en vertu du Plan d’Arrangement et des Documents 
Définitifs, alors le Fondé de pouvoir devra, à la demande et aux frais des 
Constituants, libérer et acquitter les hypothèques créés par les présents et 
signer et remettre au Fondé de pouvoir et aux Créanciers tout autre acte et 
instruments nécessaires à cet effet. 
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NOW, THEREFORE, THE PARTIES HERETO HAVE AGREED AS 
FOLLOWS: 

1. Interpretation. 

(1) Definitions. In this Deed capitalized terms used but not otherwise 
defined in this Deed shall have the meanings given to them in the 
Plan (as hereinafter defined), and the following terms have the 
following meanings: 

“Agent” means the party described as “Agent” on the first page 
of this Deed, appointed pursuant to the Canadian Security 
Agreement and which shall include its role as hypothecary 
representative for the Secured Parties, as confirmed pursuant to 
Section 2, and shall include its successors and assigns appointed 
pursuant to the Canadian Security Agreement and this Deed. 

“Business Day” means a Business Day (as defined in the Plan) 
provided that, for any act to be performed in the Province of 
Québec or for the calculation of time periods pursuant to 
Applicable Law of the Province of Québec, it shall include any 
day other than a Saturday, Sunday or a statutory holiday in the 
Province of Québec. 

“Canadian Security Agreement” means the Contribution 
Security Agreement dated on or about the date hereof (as 
amended, restated, amended and restated, extended, supplemented 
or otherwise modified from time to time), between the Grantors 
and the Agent. 

“CCAA Court” has the meaning given to it in the Plan. 

“CCQ” means the Civil Code of Québec, as amended from time 
to time.  

“Charged Movable Property” has the meaning set out in 
Section 3(1). 

“Charged Property” means, collectively, the Charged Movable 
Property, the Immovable Property and the Rents. 

“Collateral Agent” has the meaning ascribed to it in the Canadian 
Security Agreement.  

“Contracts” means all contracts and agreements to which a 
Grantor is at any time a party or pursuant to which a Grantor has 
at any time acquired rights. 

“Definitive Documents” has the meaning given to it in the Plan. 
For the purposes of the Immovable Deed of Hypothec, the 
Definitive Documents shall be referred to as the “Documents 
Définitifs”. 

“Dollars” or “$” means lawful currency of Canada. 
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foregoing, including, without limitation, licence fees, royalties, 
income, payments, claims, damages and proceeds of suit now or 
hereafter payable with respect thereto, and (d) all other rights of 
any kind accruing thereunder or pertaining thereto. 

“Material Subsidiary” has the meaning given to it in the Plan.  

“Monetary Claims” means all claims held by a Grantor, present 
or future, that constitute monetary claims within the meaning 
given thereto in Article 2713.1 of the CCQ. 

“Obligations” means the obligations of RBH under the Plan, the 
Definitive Documents and this Deed, including the obligation to 
make the Annual Contributions and the Reserved Amounts to the 
CCAA Plan Administrator for the benefit of the Secured Parties 
under, and in accordance with, the Plan.  

“Other Secured Obligations” means the obligations of each 
Material Subsidiary to the Secured Parties under this Deed and the 
Canadian Security Agreement (including, without limitation, 
Section 11.1 thereof).  

“Person” has the meaning ascribed to it in the Plan. For the 
purposes of the Immovable Deed of Hypothec, Person shall be 
referred to as “Personne”. 

“Plan” means, in respect of RBH, the Court-Appointed 
Mediator’s and Monitor’s plan of compromise and arrangement 
pursuant to the Companies’ Creditors Arrangement Act 
concerning, affecting and involving RBH, including all Schedules 
thereto, in the form sanctioned by the CCAA Court by Order dated 
[DATE], as the same may be amended, restated, extended, 
renewed, replaced, superseded, supplemented or otherwise 
modified from time to time.  

“Proceeds” means all fruits and revenues emanating from the 
Charged Property, including, without limitation, the proceeds of 
any sale, assignment, lease or other disposition of any of the 
Charged Property, any claim resulting from such a sale, 
assignment, lease or other disposition, as well as any property 
acquired in replacement thereof; 

“Rents” means the universality of (a) all rents and revenues of an 
Immovable Property, payable and to be payable pursuant to any 
leases, subleases, offers to lease, rental agreements, concessions 
or other rights of occupancy of premises or spaces located in an 
Immovable Property; and (b) the indemnities paid or to be paid 
under insurance contracts covering these rents. 

“Receiver” means any interim receiver, receiver, manager, 
receiver and manager, sequestrator, monitor, conservator, 
custodian, administrator, trustee, liquidator or other similar 
official.  

“Secured Obligations” means for the purpose of this Deed, with 
respect to any Grantor, (i) the Obligations (if applicable); and (ii) 
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the Other Secured Obligations of such Grantor (if applicable). For 
the avoidance of doubt, all Secured Obligations that constitute 
payment obligations shall only be satisfied in full to the extent 
they are irrevocably and indefeasibly paid in full in cash. For the 
purposes of the Immovable Deed of Hypothec, the Secured 
Obligations shall be referred to as “Obligations Garanties”.  

“Secured Parties” means the Agent, the Collateral Agent and the 
Claimants (as this term is defined in the Plan), to the extent of any 
Secured Obligations owing to such parties from time to time 
under, and in accordance with, the Plan. For the purposes of the 
Immovable Deed of Hypothec, the Secured Parties shall be 
referred to as “Parties Garanties”. 

“Securities” means  (i) all securities, security entitlements and 
financial assets (each term within the meaning of the STA), (ii) all 
bonds, debentures, promissory notes, negotiable instruments and 
other evidences of indebtedness, (iii) all options, warrants, 
investment certificates and futures contracts, (iv) all mutual funds 
units and participations in any trust, (v) all interests, units or 
similar participations in any partnership or limited liability 
company, (vi) all other instruments or titles generally called or 
included as a security, (vii) all securities and instruments issued 
or received in substitution, renewal, addition or replacement of, or 
issued or received on the purchase, redemption, conversion, 
cancellation or other transformation of, or issued or received by 
way of dividend or otherwise to holders of, any securities or 
instruments set out in any of the preceding clauses (i) to and 
including (vi); in all cases of such property, now or hereafter 
owned or held by a Grantor or on its behalf, together with the 
voting, dividend and other rights conferred upon by such property 
and rights.  

“STA” means An Act respecting the transfer of securities and the 
establishment of security entitlements (Québec), as such 
legislation may be amended, renamed, or replaced from time to 
time, and includes all regulations from time to time adopted under 
such legislation. 

“This Deed”, “these presents”, “herein”, “hereby”, 
“hereunder”, “hereof”, “hereto” and similar expressions refer to 
this Deed, and to any deed, notice under Article 2949 of the CCQ, 
summary or other document amending, supplementing or 
restating this Deed. 

(2) Headings. Article and Section headings used herein are for 
convenience of reference only, are not part of this Deed and are 
not to affect the construction of, or to be taken into consideration 
in interpreting, this Deed. 

(3) Interpretation. The definitions of terms herein shall apply 
equally to the singular and plural forms of the terms defined. 
Whenever the context may require, any pronoun shall include the 
corresponding masculine, feminine and neuter forms. The words 
“include”, “includes” and “including” shall be deemed to be 
followed by the phrase “without limitation” (unless such phrase 
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already follows such words). The word “or” is disjunctive; the 
word “and” is conjunctive. The word “shall” is mandatory; the 
word “may” is permissive. Unless the context requires otherwise 
(a) any definition of or reference to any agreement, instrument or 
other document herein shall be construed as referring to such 
agreement, instrument or other document as from time to time 
amended, supplemented, restated, extended, replaced or otherwise 
modified (subject to any restrictions on such amendments, 
supplements, restatements or modifications set out herein), (b) any 
reference herein to any statute or any section thereof shall, unless 
otherwise expressly stated, be deemed to be a reference to such 
statute or section as amended, restated, renamed or re-enacted 
from time to time, (c) any reference herein to any Person shall be 
construed to include such Person’s successors and permitted 
assigns, (d) the words “herein”, “hereof” and “hereunder”, and 
words of similar import, shall be construed to refer to this Deed in 
its entirety and not to any particular provision hereof, and (e) all 
references herein to Sections and Schedules shall be construed to 
refer to Sections and Schedules to this Deed. Section headings are 
for convenience of reference only, are not part of this Deed and 
shall not affect the construction of, or be taken into consideration 
in interpreting this Deed. Any reference in this Deed to a 
Permitted Encumbrance is not intended to subordinate, postpone, 
assign or cede rank of, and shall not be interpreted as 
subordinating, postponing, assigning or ceding rank of, or as any 
agreement to subordinate, postpone, assign or cede rank of, any 
Hypothec to any Permitted Encumbrance. The preamble shall 
form an integral part of this Deed as if recited herein at length. 

(4) Benefits of this Deed. The parties hereto and the Secured Parties 
shall be bound by the provisions of this Deed (including the 
irrevocable appointment in Section 2 below) and the benefits, 
rights, remedies or claims under this Deed shall enure to them to 
the exclusion of any others. 

(5) Currency. All references to dollar amounts are, unless expressly 
otherwise provided, expressed in terms of the lawful currency of 
Canada. 

(6) Suspensive Condition. If the grant of the Hypothecs with respect 
to any unrelated third party Contract, Intellectual Property right or 
licence under Section 3 would result in the termination, resolution, 
resiliation or breach of such Contract, Intellectual Property right 
or licence or is otherwise prohibited or ineffective (whether by the 
terms thereof or under Applicable Law), then the Hypothecs on 
any such Contract, Intellectual Property right or licence shall be 
under suspensive condition of such right of termination, 
resolution, resiliation or breach being lifted or otherwise remedied 
or terminated and, on the exercise by the Agent of any of its 
hypothecary or other rights or remedies under this Deed or the 
Immovable Deed of Hypothec following an Event of Default shall 
be assigned by a Grantor as directed by the Agent, provided that: 
(a) the Hypothecs shall affect and charge such Contract, 
Intellectual Property right or licence, or applicable portion thereof, 
immediately at such time as the condition causing such 
termination, resolution, resiliation or breach is lifted or otherwise 
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remedied or terminated, and (b) if a term in a Contract that 
prohibits or restricts the grant of the Hypothecs in the whole or in 
part of any Grantor’s rights, interest and obligations under such 
Contract is unenforceable against the Agent under Applicable 
Law, then the suspensive condition set out above regarding the 
Hypothecs charging any such Contract shall not apply to such 
Contract. For greater certainty, no Intellectual Property right in 
any trademark, get-up or trade dress is presently assigned 
absolutely to the Agent by sole virtue of the grant of the 
Hypothecs contained in Section 3. 

2. Appointment of the Agent as Hypothecary Representative. The 
Grantors hereby irrevocably appoint the Agent as hypothecary representative as 
contemplated in Article 2692 of the CCQ on behalf of all present and future 
Secured Parties in order to receive and hold any right or hypothec hereby or 
hereafter created, constituted or evidenced, and the Agent hereby irrevocably 
accepts and agrees to act in such capacity as part of its duties as Agent. Any Person 
who becomes a Secured Party shall benefit from the provisions hereof and the 
appointment of the Agent as hypothecary representative for the Secured Parties 
and, upon becoming a Secured Party, irrevocably authorizes the Agent to perform 
such function. The Grantors also ratify the appointment of the Agent as 
hypothecary representative for the Secured Parties in the Canadian Security 
Agreement.  

Furthermore, by acceptance of the benefits of this Deed and any other Definitive 
Document, each Secured Party (whether or not a signatory hereto) shall be deemed 
irrevocably (a) to consent to the appointment of the Agent as its agent and 
hypothecary representative hereunder and under such other Definitive Documents, 
(b) to confirm that the Agent shall have the authority to act as the exclusive agent 
and hypothecary representative of such Secured Party for the enforcement of any 
provisions of this Deed and such other Definitive Documents against any Grantor, 
the exercise of remedies hereunder or thereunder and the giving or withholding of 
any consent or approval hereunder or thereunder relating to any Charged Property 
or any Grantor’s obligations with respect thereto, (c) to agree that it shall not take 
any action to enforce any provisions of this Deed or any other Definitive Document 
against any Grantor, to exercise any remedy hereunder or thereunder or to give any 
consents or approvals hereunder or thereunder except as expressly provided in this 
Deed or any other Definitive Document and (d) to agree to be bound by the terms 
of this Deed and any other Definitive Documents. 

3. Hypothec. 

(1) Grant of Hypothec. As general and continuing collateral security 
for the due payment and performance by each Grantor of its 
Secured Obligations, each Grantor hereby hypothecates, for the 
sum of Thirty-Two Billion Five Hundred Million Dollars 
($32,500,000,000) in lawful currency of Canada, with interest 
thereon at the rate of twenty-five percent (25%) per annum from 
the date of this Deed, in favour of the Agent as hypothecary 
representative for all present and future Secured Parties, the 
following property (collectively, the “Charged Movable 
Property”): 

l’universalité de ses biens meubles, corporels et incorporels, 
présents et futurs, de quelque nature qu’ils soient et où qu’ils 
soient situés. 
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(2) English. The parties hereby agree that the English translation of 
Charged Movable Property is the following:  

The universality of each Grantor’s movable property, corporeal and 
incorporeal, present and future, of any nature whatsoever and wheresoever 
situate.  

4. Excluded Assets. Notwithstanding anything herein to the contrary, the 
Agent renounces to all rights and recourses of a hypothecary creditor in connection 
with this Deed in respect of Excluded Assets, including the right to follow pursuant 
to Articles 2660 and, 2700 of the CCQ, in respect of the Charged Property that 
constitutes Excluded Assets from time to time (for as long as such Charged 
Property remains Excluded Assets), provided however, for the avoidance of doubt, 
the foregoing renunciation shall not apply to any Excluded Assets which cease to 
be Excluded Assets, or to any proceeds of Excluded Assets (unless such proceeds 
would otherwise constitute Excluded Assets). 

5. Additional Provisions to the Hypothecs on Hypothecated Claims and 
Contracts. 

(1) Authorization to Collect. The Agent hereby authorizes the 
Grantors to collect and recover all claims (including Rents) 
forming part of the Charged Property (excluding such claims that 
constitute Excluded Assets, collectively, the “Hypothecated 
Claims”) in the ordinary course of business of the Grantors and 
for the purpose of carrying on the same. Furthermore, (i) if 
required by the Agent at any time after an Event of Default has 
occurred which is continuing, any payments of Hypothecated 
Claims, when collected by any of the Grantors, shall be held by 
such Grantor as mandatary for the Agent, segregated from the 
other funds of such Grantor; (ii) all such amounts while held by 
the Agent  (or by any of the Grantors as mandatary for the Agent) 
and all income in respect thereof shall continue to be collateral 
security for the Secured Obligations and shall not constitute 
payment thereof until applied as hereinafter provided; (iii) if an 
Event of Default has occurred which is continuing, the Agent may 
apply all or any part of such amounts on account of the Secured 
Obligations in accordance with Section 10(1); (iv) at the Agent’s 
request, at any time after an Event of Default has occurred which 
is continuing, each Grantor shall deliver to the Agent any books 
and records, Contracts and any other documents evidencing and 
relating to the agreements and transactions which gave rise to the 
Hypothecated Claims, including all original orders, invoices and 
shipping receipts; (v) at any time that an Event of Default has 
occurred and is continuing, such authorization may be withdrawn 
and revoked by the Agent by written notice with respect to all or 
any part of the Hypothecated Claims, whereupon the Agent shall 
be free to itself effect such collection and to exercise any of the 
rights referred to in Section 8(1); each Grantor shall then remit to 
the Agent all books and records, Contracts and all other 
documents related to the Hypothecated Claims. If, after such 
authorization is withdrawn (and even if such revocation is not yet 
registered or delivered to the holders of such claims), sums 
payable that constitute Hypothecated Claims are paid to any of the 
Grantors, such Grantor shall receive same as mandatary of the 
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Agent and shall remit same to the Agent promptly without the 
necessity of any demand to this effect. 

(2) Collection by the Agent. Subject to the Plan: (i) at any time that 
an Event of Default has occurred which is continuing, the Agent, 
having withdrawn the authorization provided for above, shall be 
entitled to collect all Hypothecated Claims in accordance with 
what is provided for by Law; (ii) it may further exercise any rights 
regarding such Hypothecated Claims and more particularly, it 
may grant or refuse any consent which may be required from the 
Grantors in its capacity as owner of such Hypothecated Claims, 
and shall not, in the exercise of such right, be required to obtain 
the consent of the Grantors or serve the Grantors any notice 
thereof, nor shall it be under any obligation to establish that the 
Grantors have refused or neglected to exercise such rights, and it 
may further grant delays, take or abandon any security, make 
arrangements and adjust, settle or compromise the amount or 
payment of the Hypothecated Claims, grant releases and deal with 
matters concerning all Hypothecated Claims, in such manner and 
to such extent as the Agent deems appropriate in the 
circumstances and without the intervention or consent of the 
Grantors. 

(3) Waiver. Each Grantor hereby waives any obligation the Agent 
may have to inform such Grantor of any irregularity in the 
payment of any Hypothecated Claims. 

6. Representations and Warranties. Each Grantor hereby makes, with 
respect to the Charged Property (except, for the avoidance of doubt, any Excluded 
Assets) and this Deed, all representations and warranties made by it, or applicable 
to it, set forth in the Canadian Security Agreement, with such adaptations and 
modifications as the context may require. All such representations and warranties 
(a) are material, (b) shall be considered to have been relied on by the Agent and 
the other Secured Parties, and (c) shall survive the execution and delivery of this 
Deed and remain in full force and effect until the Secured Obligations have been 
fully satisfied and performed by the Grantors. 

7. Covenants and Other Actions. Each Grantor hereby undertakes to 
comply, with respect to the Charged Property (except, for the avoidance of doubt, 
any Excluded Assets) and this Deed, with all the covenants made by, or applicable 
to it, set forth in the Canadian Security Agreement, with such adaptations and 
modifications as the context may require. 

In addition, to the extent required by the Canadian Security Agreement, 
the Grantors shall take all actions and execute all documents reasonably required 
for the Hypothecs to be rendered opposable by control (in the manner provided for 
in Articles 2713.1 and following of the CCQ or under any other Applicable Law) 
with respect to Monetary Claims owing to any Grantor by deposit-taking 
institutions in Canada and forming part of the Charged Property (except, for the 
avoidance of doubt, any Excluded Assets), together with any actions reasonably 
requested by the Agent for such purpose. No Grantor shall permit any Person other 
than the Agent to have control of any Monetary Claim forming part of the Charged 
Property (except, for the avoidance of doubt, any Excluded Assets) unless such 
Grantor is permitted to do so pursuant to the provisions of the Canadian Security 
Agreement. 
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All covenants made by the Grantors in this Deed shall survive the 
execution and delivery of this Deed and remain in full force and effect until the 
Secured Obligations have been fully satisfied and performed by the Grantors. 

8. Agent’s Rights and Recourses in Case of an Event of Default. 

(1) Exercise of Rights. Unless otherwise set forth herein, upon the 
occurrence and during the continuance of an Event of Default, it 
is agreed that the Agent shall have the right to exercise any and all 
rights afforded to a Secured Party with respect to the Secured 
Obligations under this Deed, the Immovable Deed of Hypothec 
and the CCQ, including any of the hypothecary rights provided 
for under Articles 2748 to 2794 of the CCQ and without in any 
way limiting any of the rights, remedies or recourses of the Agent 
under the Plan or any other Definitive Document, provided, 
however, that notwithstanding any other provision of this Deed, 
(i) no exercise of remedies, may occur without the approval of the 
CCAA Court, and (ii) the CCAA Court shall have exclusive 
jurisdiction to determine all matters related to the enforcement of 
this Deed and the Hypothecs and the exercise of any rights, 
remedies and powers that the Agent may have under this 
Agreement, at law, in equity or under the CCQ. The Agent may 
declare all or any part of the Secured Obligations which are not by 
their terms payable on demand to be immediately due and payable, 
without demand or notice of any kind, in the case of an Event of 
Default which has occurred and is continuing. The provisions of 
this clause are not intended in any way to affect any rights of the 
Agent and the Secured Parties with respect to any Secured 
Obligations which may now or hereafter be payable on demand. 

(2) Certain Rights. Without limiting the generality of Section 8(1), 
in exercising its rights and recourses upon the occurrence of an 
Event of Default which is continuing, the Agent shall have the 
right to: 

(a) Demand Possession. Demand possession of any or all of the 
Charged Property (except, for the avoidance of doubt, any 
Excluded Assets), in which event the Grantors shall, at the 
expense of the Grantors, immediately cause the Charged 
Property (except, for the avoidance of doubt, any Excluded 
Assets) designated by the Agent to be assembled and made 
available or delivered to the Agent at any place designated by 
the Agent; 

(b) Take Possession. Enter on any premises owned or, to the extent 
lawful and permitted, leased by any of the Grantors (it being 
understood that no landlord waiver or consent shall be required 
to be obtained by any Grantor) where any Charged Property 
(except, for the avoidance of doubt, any Excluded Assets) is 
assembled or located for a reasonable period in order to 
effectuate its rights and remedies hereunder or under law, 
without obligation to such Grantor in respect of such 
occupation; provided that the Agent shall provide the applicable 
Grantor with notice thereof prior to or promptly after such 
occupancy; 
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(c) Exercise Rights and Remedies of the Grantors. Exercise any and 
all rights and remedies of any of the Grantors under or in 
connection with the Charged Property, or otherwise in respect 
of the Charged Property (except, for the avoidance of doubt, any 
Excluded Assets);  

(d) Dispose of Charged Property. Subject to the mandatory 
requirements of Applicable Law, sell or otherwise dispose of all 
or any part of the Charged Property (except, for the avoidance 
of doubt, any Excluded Assets) securing the Secured 
Obligations at a public or private sale or at any broker’s board 
or on any securities exchange, for cash, upon credit or for future 
delivery as the Agent shall deem appropriate. 

In case any sale of all or any part of the Charged Property 
(except, for the avoidance of doubt, any Excluded Assets) is 
made on credit or for future delivery, such Charged Property so 
sold may be retained by the Agent until the sale price is paid by 
the purchaser or purchasers thereof, but the Agent shall not incur 
any liability in case any such purchaser or purchasers shall fail 
to take up and pay for such Charged Property so sold and, in 
case of any such failure, such Charged Property may be sold 
again. At any public (or, to the extent permitted by law, private) 
sale made pursuant to this Deed or the Immovable Deed of 
Hypothec, any Secured Party may bid for or purchase, free (to 
the extent permitted by law) from any right of redemption, stay, 
valuation or appraisal on the part of any Grantor (all said rights 
being also hereby waived and released to the extent permitted 
by law), the Charged Property (except, for the avoidance of 
doubt, any Excluded Assets) or any part thereof offered for sale 
and may make payment on account thereof by using any claim 
then due and payable to such Secured Party from any Grantor as 
a credit against the purchase price, and such Secured Party may, 
upon compliance with the terms of sale, hold, retain and dispose 
of such property without further accountability to any Grantor 
therefor. For purposes hereof, a written agreement to purchase 
the Charged Property (except, for the avoidance of doubt, any 
Excluded Assets) or any portion thereof shall be treated as a sale 
thereof; the Agent shall be free to carry out such sale pursuant 
to such agreement and no Grantor shall be entitled to the return 
of such Charged Property or any portion thereof subject thereto, 
notwithstanding the fact that after the Agent shall have entered 
into such an agreement all Events of Default shall have been 
remedied and the Secured Obligations paid in full. As an 
alternative to exercising the power of sale herein conferred upon 
it, the Agent may proceed by a suit or suits at law or in equity to 
foreclose this Deed or the Immovable Deed of Hypothec and to 
sell the Charged Property (except, for the avoidance of doubt, 
any Excluded Assets) or any portion thereof pursuant to a 
judgment or decree of a court or courts having competent 
jurisdiction or pursuant to a proceeding by a court appointed 
Receiver. To the extent permitted by Applicable Law, any sale 
pursuant to the provisions of this Section 8 shall be deemed to 
conform to the commercially reasonable standards as provided 
in the CCQ or its equivalent in other jurisdictions. 
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(e) Sale of Securities. The Agent shall be authorized at any such 
sale of Securities (except, for the avoidance of doubt, any 
Excluded Assets) (if it deems it advisable to do so) to restrict the 
prospective bidders or purchasers to Persons who will represent 
and agree that they are purchasing such Charged Property for 
their own account for investment and not with a view to the 
distribution or sale thereof, and upon consummation of any such 
sale, the Agent shall have the right to assign, transfer and deliver 
to the purchaser or purchasers thereof the Charged Property so 
sold. Each such purchaser at any sale of Charged Property 
(except, for the avoidance of doubt, any Excluded Assets) shall 
hold the property sold absolutely, free from any claim or right 
on the part of any Grantor, and each Grantor hereby waives (to 
the extent permitted by Law) all rights of redemption, stay and 
appraisal which such Grantor now has or may at any time in the 
future have under any rule of law or statute now existing or 
hereafter enacted. 

(f) Dealing with Intellectual Property. With respect to any Charged 
Property consisting of Intellectual Property (except, for the 
avoidance of doubt, any Excluded Assets), on demand, cause 
the assignment, transfer and conveyance of any of or all such 
Charged Property by the applicable Grantors to the Agent, the 
Agent being free to sell, transfer, offer for sale, otherwise 
dispose of such Charged Property, or licence or sublicence, 
whether general, special or otherwise, and whether on an 
exclusive or nonexclusive basis, any such Charged Property 
throughout the world on such terms and conditions and in such 
manner as the Agent shall determine (other than in violation of 
any then-existing licencing arrangements to the extent that 
waivers cannot be obtained), provided, however, that such terms 
shall include all terms and restrictions customarily required to 
ensure the continuing validity and effectiveness of such 
Charged Property at issue, such as, without limitation, notice, 
quality control and inurement provisions with regard to 
trademarks, patent designation provisions with regard to 
patents, industrial design designation provisions with regard to 
industrial designs, and copyright notices and restrictions or 
decompilation and reverse engineering of copyrighted software, 
and confidentiality protections for trade secrets.  

(g) Appointment of Receiver. Upon the occurrence and during the 
continuance of an Event of Default, the Agent may appoint by 
instrument in writing any duly-licensed Person or Persons to be 
a Receiver for any or all Grantors or any or all of the Charged 
Property (except, for the avoidance of doubt, any Excluded 
Assets) of any or all Grantors with such rights, powers and 
authority (including any or all of the rights, powers and 
authority of the Agent under this Deed and the Immovable Deed 
of Hypothec) as may be provided for in the instrument of 
appointment or any supplemental instrument, and remove and 
replace any such Receiver from time to time. To the extent 
permitted by Applicable Law, any Receiver appointed by the 
Agent shall (for purposes relating to responsibility for the 
Receiver’s acts or omissions) be considered to be the agent of 
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(5) Instructions in accordance with Plan and Definitive 
Documents. The Agent shall take its instructions exclusively in 
the manner contemplated in the Plan and Definitive Documents. 

(6) Agent Fees and Expenses. Each Grantor shall pay upon demand 
by the Agent the amount of any and all costs and expenses, 
including the fees and disbursements of its counsel and of any 
experts and agents, which the Agent may incur in connection with 
(i) the administration of this Deed and the Immovable Deed of 
Hypothec, (ii) the custody, preservation, use or operation of, or 
the sale of, collection from, or other realization upon, any of the 
Charged Property, (iii) the exercise or enforcement of any of the 
rights or remedies of the Agent hereunder, or (iv) the failure by 
the Grantors to perform or observe any of the provisions 
hereunder. 

10. General Provisions. 

(1) Application of Proceeds.  

(a) Any and all payments made in respect of the Secured 
Obligations from time to time and moneys realized on the 
Charged Property shall be applied to the Secured Obligations in 
accordance with the Plan and the Definitive Documents.  Any 
insurance moneys received by the Agent pursuant to this Deed 
or the Immovable Deed of Hypothec may, at the option of the 
Agent following the occurrence and continuation of an Event of 
Default, be applied to rebuilding or repairing the Charged 
Property or be applied against the Secured Obligations in 
accordance with the Plan and the Definitive Documents.  

(b) The Agent shall have absolute discretion as to the time of 
application of any such Proceeds, moneys or balances in 
accordance with this Deed or the Immovable Deed of Hypothec. 
Upon any sale of Charged Property by the Agent (including 
pursuant to a power of sale granted by statute or under a judicial 
proceeding), the receipt of the purchase money therefor by the 
Agent or of the officer making the sale shall be a sufficient 
discharge to the purchaser or purchasers of the Charged 
Property so sold and such purchaser or purchasers shall not be 
obligated to see to the application of any part of the purchase 
money paid over to the Agent or such officer or be answerable 
in any way for the misapplication thereof.   

(c) In making the determinations and allocations required by this 
Section 10(1), the Agent may conclusively rely upon 
information supplied by the Agent as to the amounts of unpaid 
principal and interest and other amounts outstanding with 
respect to the Secured Obligations, and the Agent shall have no 
liability to any of the Secured Parties for actions taken in 
reliance on such information, provided that nothing in this 
sentence shall prevent any Grantor from contesting any amounts 
claimed by any Secured Party in any information so supplied. 
All distributions made by the Agent pursuant to this Section 
10(1) shall be (subject to any decree of any court of competent 
jurisdiction) final (absent manifest error), and the Agent shall 
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have no duty to inquire as to the application of any amounts 
distributed to it. 

(2) Continuing Liability of Grantors. The Grantors shall remain 
liable for any Secured Obligations that are outstanding following 
any realization of all or any part of the Charged Property, in whole 
or in part, and the application of the proceeds thereof. 

(3) Compensation. To secure the prompt and complete payment, 
performance and observation of its Secured Obligations, upon the 
occurrence and during the continuance of an Event of Default, 
subject to the CCAA Court’s approval pursuant to Section 8, the 
Collateral Agent shall have the right to compensate and set-off 
against the Charged Property of each Grantor now or hereafter in 
the possession or custody of, or in transit to, the Collateral Agent 
for any purpose, including safekeeping, collection or pledge, for 
the account of such Grantor, or as to which such Grantor may have 
any right or power. 

(4) Additional Security. The Hypothecs are in addition to, and not in 
substitution of or in replacement for, any other hypothec or 
security held by the Agent or the Collateral Agent and shall not 
impair the Agent’s or the Collateral Agent’s rights of 
compensation. 

(5) Not a Floating Hypothec. The Hypothecs created hereunder are 
not and shall not be construed as a floating hypothec within the 
meaning of Articles 2715 et. seq. of the CCQ nor shall this Deed 
or the Immovable Deed of Hypothec be deemed as creating a trust 
within the meaning of Article 1260 of the CCQ. 

(6) Continuing Security. The Hypothecs shall be and have effect 
whether or not the moneys thereby secured shall be received 
before or after or at the same time as the advancement of the 
Secured Obligations intended to be hereby secured or any part 
thereof, or before or after, or upon the date of the execution of this 
Deed or the Immovable Deed of Hypothec. The Hypothecs shall 
be valid and shall subsist notwithstanding that the Secured 
Obligations, or any of them, may not have been advanced at the 
date hereof and shall be valid and shall secure any Secured 
Obligations hereafter incurred, in whole or in part. The extinction 
or reduction of such obligations for any reason whatsoever shall 
not in any way extinguish or reduce the Hypothecs and, unless 
expressly cancelled in whole or in part by the mutual consent of 
the parties, such Hypothecs, to the extent not so cancelled, shall 
subsist with respect to any obligations thereafter incurred by the 
Grantors from time to time. The Grantors shall be deemed to 
obligate itself again as provided in Article 2797 of the CCQ with 
respect to any future obligation hereby secured. 

(7) Amalgamation. If a Grantor is a corporation or company, such 
Grantor acknowledges that if it amalgamates or merges with any 
other corporation(s) or company(ies), (a) the Charged Property 
and the Hypothec granted hereunder shall extend to and include 
all the property and assets of the amalgamated corporation or 
amalgamated company and to any property or assets of the 
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amalgamated corporation or the amalgamated company thereafter 
owned or acquired, (b) the terms “Grantors”, “Constituents”, 
“Grantor” and “Constituants”, where used in this Deed or the 
Immovable Deed of Hypothec, shall extend to and include the 
amalgamated corporation or amalgamated company, and (c) the 
term “Secured Obligations” and “Obligations Garanties”, where 
used in this Deed or the Immovable Deed of Hypothec, shall 
extend to and include the Secured Obligations of the amalgamated 
corporation or amalgamated company. 

(8) Successors and Assigns. Whenever in this Deed or the 
Immovable Deed of Hypothec any of the parties hereto is referred 
to, such reference shall be deemed to include the permitted 
successors and assigns of such party; and all covenants, promises 
and agreements by or on behalf of any Grantor or the Agent that 
are contained in this Deed or the Immovable Deed of Hypothec 
shall bind and inure to the benefit of their respective successors 
and assigns. 

(9) Notices. All communications and notices hereunder and under the 
Immovable Deed of Hypothec shall (except as otherwise 
expressly permitted herein) be in writing and given as provided in 
the Canadian Security Agreement. All communications and 
notices hereunder to any Grantor shall be given to it in care of the 
Grantors as provided in the Canadian Security Agreement.   

(10) Termination or Release.   

(a) If the Secured Obligations secured by this Deed and the 
Immovable Deed of Hypothec have been fully satisfied and 
performed by the Grantors, the Grantors otherwise observe and 
perform the terms and conditions hereof and thereof, and all 
other obligations of the Agent and the Secured Parties under the 
Plan, the Definitive Documents and any agreements and 
documents with respect to the Other Secured Obligations have 
terminated, then the Agent shall at the request and at the expense 
of the Grantors release and discharge the hypothecs created 
hereby and execute and deliver to the Grantors such deeds and 
other instruments as shall be requisite therefor. 

(b) Subject to the Plan and the Definitive Documents and any 
specific restrictions set out therein and prior to the occurrence 
of an Event of Default, each Grantor may sell, lease, transfer, 
convey or otherwise dispose of any Charged Property in the 
ordinary course of business, so that the purchaser or transferee 
thereof takes title clear of the Hypothecs hereby created and 
such Charged Property shall be deemed to be released and 
discharged from such Hypothec without any further action on 
the part of the Agent.  Upon the written request of such Grantor, 
at the sole expense of such Grantor, the Agent will promptly 
execute and deliver an instrument confirming any such release 
or discharge in favour of any such purchaser or transferee.  If 
such sale, lease, transfer, conveyance or disposition results in a 
Claim, such Claim shall be subject to the Hypothecs hereby 
created. 
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(c) In connection with any termination, release or subordination 
pursuant to paragraph (a) or (b) of this Section 10(10), the Agent 
shall execute and deliver to any Grantor, at such Grantor’s 
expense, all documents that such Grantor shall request to 
evidence such termination, release or subordination (including, 
for the avoidance of doubt, any amendment to the collateral 
description in any registration to specifically carve out any 
assets that no longer constitute Charged Property). Any 
execution and delivery of documents pursuant to this Section 
10(10) shall be without recourse to or warranty by the Agent. 

(11) Severability. If any provision of this Deed or the Immovable 
Deed of Hypothec is held to be illegal, invalid or unenforceable, 
(a) the legality, validity and enforceability of the remaining 
provisions of this Deed or the Immovable Deed of Hypothec shall 
not be affected or impaired thereby and (b) the parties shall 
endeavor in good faith negotiations to replace the illegal, invalid 
or unenforceable provisions with valid provisions the economic 
effect of which comes as close as possible to that of the illegal, 
invalid or unenforceable provisions. The invalidity of a provision 
in a particular jurisdiction shall not invalidate or render 
unenforceable such provision in any other jurisdiction. 

(12) Alteration or Waiver. Cumulative Rights.  

(a) No failure or delay by the Agent, any other Agent or any other 
Secured Party in exercising any right or power hereunder or 
under any other Definitive Document shall operate as a waiver 
thereof, nor shall any single or partial exercise of any such right 
or power, or any abandonment or discontinuance of steps to 
enforce such a right or power, preclude any other or further 
exercise thereof or the exercise of any other right or power. The 
rights and remedies of the Agent, any other Agent and the other 
Secured Parties hereunder and under the other Definitive 
Documents are cumulative and are not exclusive of any rights 
or remedies that they would otherwise have. No waiver of any 
provision of this Deed or the Immovable Deed of Hypothec or 
consent to any departure by any Grantor therefrom shall in any 
event be effective unless the same shall be permitted by Section 
10(12)(b), and then such waiver or consent shall be effective 
only in the specific instance and for the purpose for which given. 
No notice or demand on any Grantor in any case shall entitle 
any Grantor to any other or further notice or demand in similar 
or other circumstances. 

(b) Neither this Deed nor the Immovable Deed of Hypothec or any 
provision hereof or thereof may be waived, amended or 
modified except pursuant to an agreement or agreements in 
writing entered into by the Agent and the Grantors with respect 
to which such waiver, amendment or modification is to apply. 

(13) Paramountcy. If there is a conflict or inconsistency between any 
provision of this Deed or the Immovable Deed of Hypothec and 
any provision of the Plan, the relevant provision of the Plan shall 
govern and prevail to the extent necessary to resolve such conflict 
or inconsistency. 
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(14) Governing Law. This Deed shall be governed by, and construed 
in accordance with, the laws of the Province of Quebec and the 
laws of Canada applicable in such Province. 

(15) English Language. The Grantors hereby confirm that they were 
represented by legal counsel and have had the opportunity to 
negotiate the terms of this Deed, including the essential 
stipulations thereof, with the assistance of its legal counsel. With 
the exception of Section 3(1) and related definitions, the parties 
hereto have expressly required that this Deed and all deeds, 
documents and notices relating thereto be drafted in the English 
language. Le Constituant confirme par la présente qu’il était 
représenté par des conseillers juridiques et qu’il a eu l’occasion 
de négocier les termes du présent acte, y compris les stipulations 
essentielles de celui-ci, avec l’aide de ses conseillers juridiques. 
À l’exception du paragraphe 3(1) et les définitions connexes, les 
parties aux présentes ont expressément exigé que le présent acte 
et tout autre contrat, document et avis qui y sont afférents soient 
rédigés en langue anglaise. 
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DEMAND DEBENTURE  

PRINCIPAL SUM:  THIRTY -TWO BILLION FIVE HUNDRED MILLION DOLLARS 
($32,500,000,000)     

DATE: [DATE]  

ARTICLE 1   

PROMISE TO PAY 

1.1 Promise to Pay: ROTHMANS, BENSON & HEDGES INC., and its permitted successors 
and permitted assigns (collectively, the “Chargor”)  being the registered owner of a freehold estate 
in the Secured Property (as defined below), for value received, hereby acknowledges itself 
indebted and covenants and promises: (i) to pay to [NAME OF COLLATERAL AGENT] , as 
collateral agent for the benefit of the Secured Parties (as defined below), at [Collateral Agent 
Address], Attention: [�z], or at such other place in Canada as the Chargee (as defined below) may 
designate by notice in writing to the Chargor, ON DEMAND the principal amount of Thirty-Two 
Billion Five Hundred Million Dollars ($32,500,000,000) in lawful money of Canada and interest 
thereon, from and including the date hereof (or from and including the last interest payment date 
to which interest shall have been paid), at a rate of 25% per annum calculated semi-annually, not 
in advance, as well after as before maturity and both before and after demand, default and 
judgment, with interest on overdue interest at the same rate, and on all other amounts secured 
hereby; and (ii) to perform the Secured Obligations (as hereinafter defined).  

1.2 Interpretation: In this Debenture, unless there is something in the subject matter or text that 
is inconsistent therewith, all capitalized terms used herein which are not otherwise defined herein 
shall have the meanings ascribed thereto in the Plan (as defined below). In addition, the following 
terms shall have the following meanings,  

“Account” has the meaning set out in Section 3.9 hereof. 

“Act” has the meaning set out in Section 2.1(b) hereof. 

“Applicable Law” has the meaning given to it in the Plan. 

“assigned property” has the meaning set out in Section 2.1 hereof. 

“CCAA Court ” has the meaning given to it in the Plan. 

“Chargee” means, [NAME OF COLLATERAL AGENT] , in its capacity as 
collateral agent for the Secured Parties and its successors and assigns in such 
capacity. 

“Chargor” has the meaning set out in Section 1.1 hereof. 

“Claimants” has the meaning given to it in the Plan.  

“Contract” has the meaning set out in Section 3.9 hereof. 
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“Contribution Security Agreement” means the contribution security agreement 
entered into between the Chargor and each of the Material Subsidiaries and the 
Chargee dated [DATE] as may be amended, restated, supplemented, replaced, or 
otherwise modified from time to time. 

“Debenture” means this debenture and any and all schedules attached hereto, as 
amended from time to time. 

“Definitive Documents” has the meaning given to it in the Plan. 

“Event of Default” means the occurrence of an Event of Default under and as 
defined in the Plan. 

“Excluded Collateral” has the meaning set out in Section 2.2 hereof. 

“Leases” means all present and future leases, offers to lease, subleases, 
concessions, licenses and other contracts and agreements by which the use, 
enjoyment or occupancy of the Secured Property or any portion thereof is granted, 
together with all related credits, rights, options, claims, causes of action, guarantees, 
indemnities, security deposits and other security related thereto. 

“Material Subsidiary” has the meaning given to it in the Plan. 

“mortgaged property” has the meaning set out in 2.1 hereof. 

“Obligations” means the obligations of the Chargor under the Plan, the Definitive 
Documents, this Debenture, and the Contribution Security Agreement, including 
the obligation to make the Annual Contributions and the Tax Refund Cash 
Payments to the CCAA Plan Administrator for the benefit of the Secured Parties 
under, and in accordance with, the Plan. 

“Other Secured Obligations” means the obligations of each Material Subsidiary 
to the Secured Parties under the Contribution Security Agreement. 

“Permitted Encumbrances” has the meaning given to it in the Plan. 

“Person” means any natural person, corporation, limited liability company, trust, 
joint venture, association, company, partnership, governmental authority or other 
entity. 

“Plan” means, in respect of the Chargor, the Court-Appointed Mediator’s and 
Monitor’s plan of compromise and arrangement pursuant to the Companies’ 
Creditors Arrangement Act concerning, affecting and involving the Chargor, 
including all schedules thereto, in the form sanctioned by the CCAA Court by Order 
dated [DATE] , as the same may be amended, restated, extended, renewed, 
replaced, superseded, supplemented or otherwise modified from time to time. 

“Real Property” has the meaning set out in Section 2.1(a) hereof. 

“Revenues” has the meaning set out in Section 2.1(b)(vi) hereof. 
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“Secured Obligations” means, with respect to the Chargor or any of the Chargor’s 
Material Subsidiaries, (i) the Obligations (if applicable); and (ii) the Other Secured 
Obligations of the Chargor or any of the Chargor’s Material Subsidiaries (if 
applicable). For the avoidance of doubt, all Secured Obligations that constitute 
payment obligations shall only be satisfied in full to the extent they are irrevocably 
and indefeasibly paid in full in cash. 

“Secured Parties” means the Chargee and the Claimants, to the extent of any 
Secured Obligations owing to such parties from time to time under and in 
accordance with the Plan. 

“Secured Property” means the lands and premises legally described in Schedule 
A attached hereto, together with all rights and privileges appertaining thereto and 
all buildings, improvements and structures now or hereafter constructed or placed 
therein, thereunder or thereon. 

“Security Interests” has the meaning set out in Section 2.1 hereof. 

“Tenant” means any lessee, sublessee, licensee or grantee of a right of use or 
occupation under a Lease and its successors and permitted assigns. 

ARTICLE 2   

SECURITY 

2.1 Security: As continuing security for the due and timely payment and performance of the 
Secured Obligations, but subject to the Permitted Encumbrances, the Chargor: 

(a) mortgages and charges as and by way of a first fixed specific mortgage and charge 
to and in favour of the Chargee, in its capacity as collateral agent for the Secured 
Parties and its successors and assigns in such capacity, all of its right, title, estate 
and interest, present and future, in and to: (i) a fee simple estate in the Secured 
Property; (ii) all buildings, erections, structures, improvements and fixtures now or 
hereafter constructed or placed in, under or upon the Secured Property; (iii) all 
easements, rights-of-way, licences and privileges appurtenant or appertaining to the 
Secured Property; and (iv) all interests in any of the foregoing and all benefits and 
rights to be derived by the Chargor in respect thereof (collectively, the “Real 
Property”);  

(b) grants, conveys, mortgages, charges, pledges, assigns and creates a security interest 
in, as and by way of a fixed and specific mortgage, charge, pledge, assignment and 
security interest to and in favour of the Chargee, and a security interest is taken by 
the Chargee in, all of the Chargor’s right, title, estate and interest, present and 
future, in and to any and all present and after-acquired personal property in which 
a security interest can be taken, reserved, created or granted whether under the 
Personal Property Security Act (Ontario) (the “Act”), any similar personal property 
security legislation in any jurisdiction in which any of the Secured Property is 
located or otherwise under any statute or law or in equity and which is now or at 
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any time hereafter owned by the Chargor or in which the Chargor now has or at any 
time hereafter acquires any interest of any nature whatsoever and which in each 
case is used in relation to or situated on, and which relates to the Real Property, 
including, without in any way limiting the generality of the foregoing, the interest 
of the Chargor in the following (in each case, to the extent the following is used in 
relation to or situated on, and relates to, the Real Property): 

(i) all materials, supplies, machinery, equipment, fixtures, inventory, vehicles, 
furniture, tools, accessories and appliances now or hereafter owned or 
acquired by or on behalf of the Chargor and every interest therein which the 
Chargor now has or hereafter acquires, and which in each case is situated 
on the Real Property; 

(ii)  all present and future accounts (including, without limitation, cash collateral 
accounts), accounts receivable, money (including, without limitation, all 
money in any bank accounts), intangibles, claims, contract rights, demands, 
chattel papers, instruments, documents, notes and choses in action, together 
with any and all security therefor, which in each case relates to the Real 
Property, including, without limiting the generality of the foregoing, all 
present and future mortgages receivable, debentures, bonds, promissory 
notes, bills of exchange, judgments and book debts, now due or hereafter to 
become due to or owned by the Chargor, together with all securities, 
documents, computer disks, tapes, software or records now or hereafter 
owned by the Chargor and representing or evidencing the said debts, 
accounts, accounts receivable, claims, contract rights, demands and choses 
in action and all other rights and benefits in respect thereof, which in each 
case relates to the Real Property; 

(iii)  all rights, agreements, licenses, permits, consents, policies, approvals, 
development agreements, building contracts, performance bonds, purchase 
orders, plans, goodwill, know-how, rights to carry on business and 
specifications presently owned and hereafter acquired by the Chargor in 
respect of or in any way relating to the Real Property or any part thereof; 

(iv) all present and future computer hardware, software and programs, and all 
rights, agreements, licences, permits and consents in respect of or in any 
way relating to such computer hardware, software and programs including, 
without limitation, all paper cards, magnetic tapes, discs, diskettes, drums 
or magnetic bubbles and whether permanently installed in hardware or 
crystallized in firmware, in each case located at or primarily relating to the 
Real Property; 

(v) all shares, stocks, warrants, bonds, debentures, debenture stock, partnership 
interests, joint venture interests or other securities or investments now or 
hereafter owned by the Chargor which are used in connection with the 
Secured Property; 

(vi) all rents, revenues, income, insurance proceeds, expropriation proceeds, tax 
refunds, other proceeds and other monies to which the Chargor may from 

Page 274 of 1342



- 5 - 
 

time to time be entitled from all sources which pertain to or are derived from 
the Real Property or any part thereof including, without limitation, all 
income and proceeds (whether in cash or on credit) received or receivable 
by or on behalf of the Chargor in respect of the use, occupancy or enjoyment 
of any Real Property or any part thereof or for the sale of goods or the 
provision of services on, at or from any Real Property or from judgments, 
settlements or other resolutions of disputes relating to the ownership, use, 
construction, development, operation, maintenance or management of any 
Real Property (collectively, “Revenues”);  

(vii)  the benefit of any guarantees or indemnities relating to all or part of the 
property referred to in paragraph 2.1(b)(vi); and 

and with respect to paragraphs 2.1(b)(i) to (vii)  inclusive, in, to and under all 
amendments, extensions, renewals, replacements and substitutions of any of the 
foregoing, all increases, additions and accessions thereto and all rights, remedies, 
powers, easements, privileges and claims of the Chargor thereunder (whether 
arising pursuant thereto or available to the Chargor at law or in equity) including 
without limitation, the right of the Chargor to enforce the foregoing and the 
obligations of the other parties thereto and to give or withhold any and all consents, 
requests, directions, approvals, extensions and/or waivers thereunder, and for 
certainty, in each case, relating to, pertaining to or derived from the Real Property; 

(c) assigns, transfers and sets over unto and in favour of the Chargee, in its capacity as 
collateral agent for the Secured Parties and its successors and assigns in such 
capacity, as and by way of a fixed and specific assignment, all of its right, title, 
estate and interest, present and future, in and to: 

(i) any Contract; and 

(ii)  all amendments, extensions, renewals, replacements and substitutions of 
any of the property referred to in paragraph 2.1(c)(i) and all benefits, rights, 
remedies, privileges, claims, powers and advantages of the Chargor to be 
derived therefrom or thereunder (whether arising pursuant thereto or 
available to the Chargor at law or in equity) and all covenants, obligations 
and agreements of the other parties thereto including, without limitation, 
following the occurrence of an Event of Default which is continuing, the 
right of the Chargor to enforce any of the foregoing and the obligations of 
the other parties thereto and to give or withhold any and all consents, 
requests, directions, approvals, extensions and/or waivers thereunder; 

(d) assigns, transfers and sets over unto and in favour of the Chargee, in its capacity as 
collateral agent for the Secured Parties and its successors and assigns in such 
capacity, as and by way of a general assignment, all of its right, title, estate and 
interest present and future, in and to: 

(i) the Leases and all benefits, powers and advantages of the Chargor to be 
derived therefrom and all covenants, obligations and agreements of the 
Tenants thereunder or in any agreement collateral thereto including, without 
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limitation, the benefit of any right, option or obligation of any Tenant or 
other person to acquire any of the Real Property or an interest therein, to 
renew or extend any Lease, or to lease other space and any other collateral 
advantage or benefit to be derived from the Leases, or any of them; 

(ii)  all rents and other moneys now due and payable or hereafter to become due 
and payable under the Leases, each guarantee of or indemnity in respect of 
the obligations of the Tenants thereunder with, following the occurrence of 
an Event of Default which is continuing, full power to demand, sue for 
recovery, receive and give receipts for all such rents and other moneys and 
otherwise to enforce the rights of the Chargor thereto in the name of the 
Chargor; 

(iii)  all present and future intangibles arising from or out of the Real Property or 
any part or parts thereof and the property and assets referred to in 
subsections 2.1(b) and (c) above including, without limiting the generality 
of the foregoing, all of its rights, title and interest in all present and future 
book debts, accounts and other accounts receivable, contract rights and 
choses in action, in each case arising from or out of the Real Property; 

(iv) any and all existing or future agreements, contracts, licences, permits, plans 
and specifications, bonds, letters of credit, letters of guarantee or other 
documents or instruments relating to the Real Property or any part or parts 
thereof and all extensions, amendments, renewals or substitutions thereof 
or therefor which may hereafter be effected or entered into and all benefit, 
power and advantage of the Chargor to be derived therefrom; 

(v) any and all existing or future agreements of purchase and sale, options to 
purchase and mortgage, loan or other financing commitments relating to the 
Real Property or any part or parts thereof and all proceeds and other moneys 
now due and payable or hereafter to become due and payable thereunder 
and all benefit, power and advantage of the Chargor to be derived therefrom; 
and 

(vi) the proceeds of any and all existing or future insurance policies pertaining 
to the Real Property (excluding worker’s compensation insurance and third 
party liability insurance) and all proceeds of expropriation or similar taking 
of the Real Property or any part or parts thereof and all benefit, power and 
advantage of the Chargor to be derived therefrom, provided that all such 
proceeds shall be held and applied in accordance with this Debenture and 
the Plan, as applicable; 

(e) grants, conveys, mortgages, charges, pledges, assigns and creates a security interest 
in, as and by way of a fixed and specific mortgage, charge, pledge, assignment and 
security interest to and in favour of the Chargee, in its capacity as collateral agent 
for the Secured Parties and its successors and assigns in such capacity, all of its 
right, title, estate and interest, present and future, in and to all personal property in 
any form (including money) derived, directly or indirectly, from any dealing with 
the property referred to in subsections 2.1(a) to (d), inclusive, or proceeds therefrom 
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or that indemnifies or compensates for all or part of such property or proceeds 
therefrom that is destroyed and damaged; and 

(f) grants, conveys, mortgages, charges, pledges and assigns as and by way of a 
mortgage, charge and floating charge to and in favour of the Chargee of the Real 
Property and of all of the property, assets, rights, entitlements, benefits and 
privileges, both real and personal, moveable and immoveable, of every nature and 
kind, now or at any time and from time to time hereafter existing and owned by the 
Chargor and which in each case is used in relation to or situated on, and which 
relates to the Real Property; 

provided that the said grants, conveyances, mortgages, charges, pledges, transfers, assignments 
and security interests created pursuant to this Section 2.1 (the “Security Interests”) shall not: (i) 
extend or apply to any personal property which is “consumer goods”, as such term is defined in 
the Act; (ii) extend or apply to any personal property owned by any Tenant of any Real Property; 
or (iii) extend to the last day of the term of any lease or any agreement therefor now held or 
hereafter acquired by the Chargor, but should such Security Interests become enforceable the 
Chargor shall thereafter stand possessed of such last day and shall hold it in trust for the Chargee 
for the purpose of this Debenture and assign and dispose thereof as the Chargee shall, for such 
purpose, direct. Upon any sale of such leasehold interest or any part thereof, the Chargee, for the 
purpose of vesting the aforesaid one day residue of such term or renewal thereof in any purchaser 
or purchasers thereof, shall be entitled by deed or writing to appoint such purchaser or purchasers 
or any other person or persons as new trustee or trustees of the aforesaid residue of any such term 
or renewal thereof in the place of the Chargor and to vest the same accordingly in the new trustee 
or trustees so appointed free and discharged from any obligation respecting the same. 

All the property and assets mortgaged and charged pursuant to Subsection 2.1(a) and all of 
the property and assets granted, conveyed, pledged, assigned, transferred, mortgaged and charged 
pursuant to Subsections 2.1(b), (e) and (f) hereof being hereinafter collectively referred to as the 
“mortgaged property”; all the property and assets assigned, transferred and set over pursuant to 
Subsections 2.1(c) and (d) being hereinafter collectively referred to as the “assigned property”; 
and the mortgaged property and assigned property being hereinafter collectively referred to as the 
“Secured Property”. Wherever used herein in relation to the rights and remedies of the Chargee 
the terms “Secured Property”, “mortgaged property” and “assigned property” shall, where the 
context permits, mean the whole or any part or parts thereof. 

TO HAVE AND TO HOLD the Secured Property and all rights hereby conferred unto 
the Chargee, in its capacity as collateral agent for the Secured Parties and its successors and assigns 
in such capacity, for the uses and purposes and with the powers and authorities and subject to the 
terms and conditions set forth herein and in the Plan. 

2.2 Excluded Collateral: Notwithstanding anything contained in this Debenture, the Security 
Interests contained herein in respect of the Secured Property, other than the Secured Property 
referred to in Section 2.1(a), shall not extend or attach to the right, title, interest or benefit of the 
Chargor in any of the Secured Property which by law cannot be assigned or charged or which 
requires the consent of any third party to such assignment or charge or which, if assigned or 
charged, would give rise to a default, penalty or right of termination (collectively the “Excluded 
Collateral”). The Chargor agrees that, at the reasonable request of the Chargee from time to time, 
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it will use commercially reasonable efforts to obtain such consents in respect of the Excluded 
Collateral and to the transfer or assignment of the Excluded Collateral to any third party who may 
acquire an interest in the Secured Property as a result of the exercise by the Chargee of its remedies 
hereunder  Upon such consent being obtained, the Security Interests contained herein shall apply 
to such Excluded Collateral without regard to this Section 2.2 and without the necessity of any 
further assurance to effect the Security Interests contained herein in respect thereto. Until such 
consent is obtained, the Chargor shall, to the extent that it may do so by law or under the terms of 
the Excluded Collateral and without giving rise to any default, penalty or right of termination, hold 
all right, title, benefit and interest to be derived therefrom in trust for the Chargee as additional 
security, as if the Security Interests contained herein applied, and shall deliver up such right, title, 
benefit and interest to the Chargee forthwith upon the occurrence of an Event of Default. 

2.3 Delivery of Instruments, Securities, Etc.: The Chargor shall, upon reasonable request from 
the Chargee, following the occurrence of an Event of Default which is continuing, forthwith 
deliver to the Chargee to be held by the Chargee hereunder all instruments, securities, letters of 
credit, advices of credit and negotiable documents of title in its possession or control which pertain 
to or form part of the Secured Property, and shall, where appropriate, duly endorse the same for 
transfer in blank or as the Chargee may direct and shall make all reasonable efforts to deliver 
forthwith to the Chargee any and all consents or other instruments or documents necessary to 
comply with any restrictions on the transfer thereof in order to transfer the same to the Chargee. 

2.4 Representations and Warranties of the Chargor: The Chargor represents and warrants to 
the Chargee as follows: 

(a) Title to Secured Property and Lien of this Instrument: That the Chargor is the sole 
registered and beneficial owner in fee simple of the Real Property and the remainder 
of the Secured Property free and clear of any liens, claims or interests, except the 
Permitted Encumbrances; 

(b) Capacity: That the Chargor has good right, full power and lawful and absolute 
authority to charge the Secured Property with all of its fixtures and appurtenances 
unto the Chargee, in the manner set out in this Debenture; 

(c) Quiet Possession: That from and after the occurrence and continuance of an Event 
of Default, it shall be lawful for the Chargee, its successors and assigns, peaceably 
and quietly to enter into, have, hold, use, occupy, possess and enjoy the Secured 
Property described in this Debenture or intended so to be, with its fixtures and 
appurtenances, without the let, suit, hindrance, interruption or denial of the 
Chargor, or any other person or persons whomsoever, free and clear of all arrears 
of taxes and assessments whatsoever due or payable upon or in respect of the 
Secured Property or any part thereof, and of and from all former conveyances, 
mortgages, charges, rights, annuities, debts, executions and of any other charges or 
encumbrances whatsoever, the whole subject to any Permitted Encumbrances; 

(d) Further Assurances: That the Chargor will execute such further assurances of the 
Secured Property as may be required by the Chargee and that from and after default 
shall happen to be made of or in the performance of the Secured Obligations, or of 
or in the doing, observing, performing, fulfilling or keeping of one or more of the 
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provisions, agreements or stipulations in this Charge contrary to the true intent and 
meaning hereof; 

The foregoing representations and warranties shall survive for so long as any of the Secured 
Obligations remain unpaid and, notwithstanding any investigation made by or on behalf of the 
Chargee, shall continue in full force and effect for the benefit of the Chargee until this Debenture 
has been terminated in accordance with Section 4.3. 

2.5 Covenants of the Chargor: So long as any of the Secured Obligations shall remain 
outstanding, the Chargor covenants and agrees with the Chargee as follows: 

(a) Performance: That the Chargor shall do, observe, perform, fulfill and keep all the 
provisions, covenants, agreements and stipulations particularly set forth in this 
Debenture, and, without limitation, shall pay any taxes, rates, levies, charges or 
assessments upon the Real Property or in respect thereof, no matter by whom or by 
what authority imposed, all utility accounts, levies, imposts, charges and other 
payments relating to the preservation, maintenance, repair or operation of the Real 
Property, and all other sums of a similar nature which may be required by the 
Chargee from time to time. 

(b) No Accessions: The Chargor shall prevent any Secured Property from being or 
becoming an accession to any property not subject to the Security Interests created 
by this Debenture. 

(c) Registrations: The Chargor will, from time to time at the request of the Chargee, 
acting reasonably, promptly effect all registrations, filings, recordings and all 
renewals thereof and all re-registrations, re-filings and re-recordings of or in respect 
of this Debenture and the Security Interests created hereby in such offices of public 
record and at such times as may be necessary or of advantage in perfecting, 
maintaining and protecting the validity, effectiveness and priority hereof and of the 
Security Interests created hereby; provided that the Chargee may effect all such 
registrations, filings, recordings, renewals, re-registrations, re-filings and re-
recordings from time to time in its sole discretion at the expense of the Chargor. 

(d) Expropriation Awards: The Chargor assigns all proceeds of any award, payment or 
claim for damages payable to the Chargor in connection with any expropriation or 
other taking through the exercise of the right of eminent domain of the Secured 
Property or part thereof (or any conveyance in lieu of expropriation) by any 
governmental authority to the Chargee and authorizes the Chargee to collect and 
receive such amounts and to give proper receipts and acquittances therefor, and 
such amounts shall be held by the Chargee as additional security for the payment 
and performance of the Secured Obligations, to be applied by the Chargee, at its 
option, in reduction of any outstanding Secured Obligations. 

(e) Insurance: The Chargor shall insure and keep insured the Real Property with 
extended coverage against loss or damage by fire, theft, destruction or other 
insurable hazards commonly insured against to the full insurable value thereof, with 
all such insurance to be in form and substance satisfactory to the Chargee.  All such 
policies shall be written in the name of the Chargor, with the Chargee as an 
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additional named insured as its interest may appear. The Chargor, shall forthwith 
on request, deliver to the Chargee a certificate or certificates in form satisfactory to 
the Chargee from an insurer or a firm of independent brokers satisfactory to the 
Chargee setting forth the terms of all policies of insurance that are required to be 
effected and maintained and stating that such insurance is in full force and effect 
and showing the Chargee as an additional named insured with respect to the 
insurance coverage required to be obtained pursuant to this Charge. The Chargor 
assigns to the Chargee all proceeds of any insurance policies insuring against loss 
or damage to the Secured Property. Save and except in respect of the proceeds of 
any business interruption insurance, the Chargor authorizes the Chargee to collect 
and receive such proceeds and authorizes and directs the issuer of each of such 
insurance policies to make payment for all such losses directly to the Chargee, 
instead of to the Chargor and the Chargee jointly. 

(f) Transfers of the Secured Property; No Additional Liens: The Chargor agrees that it 
shall not: (i) transfer, sell or convey all or any portion of its interest in the Secured 
Property; and/or (ii) further encumber or pledge all or any portion of the Secured 
Property, other than Permitted Encumbrances. 

(g) Preservation and Maintenance of Secured Property: The Chargor shall: (i) not 
commit waste or permit impairment or deterioration of the Secured Property, 
subject to ordinary wear and tear and damage by fire or other casualty; (ii) not 
abandon the Secured Property; and (iii) keep the Secured Property in good repair. 

(h) Subdivision: The Chargor shall not register or cause to be registered any 
subdivision plan, condominium plan or strata space plan in respect of the Secured 
Property or any part thereof without the Chargee’s consent, and any consent may 
be on such terms and conditions and subject to such requirements as the Chargee 
may reasonably require. 

(i) Forbearance: That no forbearance by the Chargee in respect of any of the Chargor’s 
obligations, hereunder or otherwise, shall release the Chargor from any of its 
obligations under this Debenture, including the obligation with respect to the 
performance of all of the terms, provisions, covenants, conditions and agreements 
herein contained to be kept, performed and complied with, until such time as the 
Secured Obligations have been fully satisfied and performed to the satisfaction of 
the Chargee. 

(j) Performance of Contracts: That the Chargor shall comply in every material respect 
with all necessary by-laws, leases, licences, certificates, consents, approvals, 
permits, rights, agreements and governmental approvals (including without 
limitation environmental permits and approvals) required for the use and operation 
of the Real Property. 

(k) Observance of Laws: That the Chargor and any occupant of the Real Property will 
at all times observe and comply in all material respects with the provisions of 
Applicable Law, including without restriction, those dealing with zoning, use, 
occupancy, subdivision, parking, fire, access, loading facilities, landscaped areas, 
pollution of the environment, building construction, public health and safety, and 
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of all private covenants and restrictions affecting the Real Property or any portion 
thereof, and will from time to time, upon the reasonable request of the Chargee, 
provide to the Chargee evidence of such observance and compliance.  The Chargor 
will at all times ensure that there are no work orders or construction liens 
outstanding against the Real Property or the buildings erected thereon, and should 
such liens arise, the Chargor shall cause same to be discharged or vacated from the 
title to the Real Property (i) within thirty (30) Business Days of becoming aware 
thereof in the case of a construction lien; and (ii) as soon as reasonably possible 
after having become aware thereof, in the case of a work order, having regard to 
the nature of such work order and the actions required to rectify such work order; 

(l) Payment of Taxes: That the Chargor will pay all taxes, rates, levies, assessments 
and governmental fees and dues lawfully levied, assessed or imposed in respect of 
the Real Property or any part thereof, as and when the same become due and 
payable and will produce to the Chargee when required, the receipts and vouchers 
establishing such payments.  Notwithstanding the foregoing, the Chargor shall not 
be required to pay any such amounts if they have, in a bona fide manner, 
commenced and continues proceedings contesting either its obligation to make such 
payment or the amount thereof, provided that such proceedings are commenced 
within thirty (30) days following the date on which such payment is to be made and 
provided there is no legal requirement to pay any such amounts notwithstanding 
such proceedings. 

(m) Subsequent Encumbrances: Save and except in respect of Permitted Encumbrances 
and encumbrances which would qualify as Permitted Encumbrances, the Chargor 
shall not, without the Chargee’s prior written approval, which may be withheld in 
its sole discretion, further charge or otherwise encumber the Secured Property or 
any interest therein. 

2.6 Performance Until Default: Notwithstanding anything to the contrary contained herein, 
until the occurrence of an Event of Default which is continuing, the Chargor shall be entitled to 
deal with the Secured Property and enforce all of the benefits, advantages and powers thereunder, 
and be entitled to all Revenues derived from the Secured Property. 

ARTICLE 3   

RIGHTS AND REMEDIES  

3.1 Remedies Upon Default: Upon the occurrence of any Event of Default which is continuing, 
the Chargee may do any one or more of the following, provided, however, that notwithstanding 
any other provision of this Debenture, (i) no exercise of remedies, may occur without the approval 
of the CCAA Court, and (ii) the CCAA Court shall have exclusive jurisdiction to determine all 
matters related to the enforcement of this Debenture and the Security Interests and the exercise of 
any rights, remedies and powers that the Chargee may have under this Debenture, at law or in 
equity: 
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(a) by written notice to the Chargor declare the Secured Obligations to be immediately 
due and payable without the necessity of presentment for payment, or notice of non-
payment and of protest (all of which are hereby expressly waived by the Chargor); 

(b) proceed to exercise any and all rights under this Debenture, the Plan, and any other 
document or instrument executed pursuant to Plan or Debenture or any other rights 
otherwise available to it whether under this Debenture and the Plan or otherwise, 
including enforcement of this Debenture; 

(c) take any action or proceeding authorized or permitted by this Debenture and the 
Plan or by law or equity, and file or cause to be filed on its behalf such proofs of 
claim and other documents as may be necessary or desirable to have its claims 
lodged in any bankruptcy, winding-up or other judicial proceeding relative to the 
Chargor; 

(d) take proceedings in any court of competent jurisdiction for sale or foreclosure of 
all or any part of the Secured Property; 

(e) immediately enter upon and take possession of, disable or remove all of the Secured 
Property or any part or parts thereof with power, among other things, to exclude the 
Chargor, to preserve and maintain the Secured Property and make additions and 
replacements thereto, to receive rents, income and profits of all kinds and pay 
therefrom all reasonable expenses of maintaining, completing, repairing, 
preserving and protecting and operating the Secured Property and all charges, 
payment of which may be necessary to preserve or protect the Secured Property, 
and enjoy and exercise all powers necessary to the performance of all functions 
made necessary or advisable by possession, including, without limitation, enter into 
contracts and undertake obligations for the foregoing purposes upon the security 
hereof; 

(f) whether or not the Chargee has taken possession of the Secured Property or any of 
it, sell, lease or otherwise dispose thereof, either as a whole or in separate parcels, 
at public auction, by public tender or by private sale, with only such notice as may 
be required by law, either for cash or upon credit, at such time and upon such terms 
and conditions as the Chargee may determine (including a term that a reasonable 
commission shall be payable to the Chargee or any related corporation in respect 
thereof) and enter into, rescind or vary any contract for the sale, lease or other 
disposition of any of the Secured Property and sell, lease or dispose thereof again 
without being answerable for any loss occasioned thereby and the Chargee may 
execute and deliver to any purchaser of the Secured Property or any part thereof 
good and sufficient deeds and documents for the same; 

(g) require the Chargor, at the Chargor's expense, to assemble the Secured Property at 
a place or places designated by notice in writing given by the Chargee to the 
Chargor, and the Chargor agrees to so assemble the Secured Property other than the 
Real Property; 
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(h) require the Chargor, by notice in writing given by the Chargee to the Chargor, to 
disclose to the Chargee the location or locations of the Secured Property and the 
Chargor agrees to make such disclosure when so required by the Chargee; 

(i) without legal process, enter any premises where the Secured Property may be 
situated and take possession of the Secured Property by any method permitted by 
law; 

(j) carry on all or any part of the business or businesses of the Chargor relating to the 
Secured Property and, to the exclusion of all others including the Chargor, enter 
upon, occupy and, subject to any requirements of law and subject to any Leases or 
agreements then in place, use all or any of the Real Property, premises, buildings, 
plant, undertaking, assets and other property comprising the Secured Property for 
such time and in such manner as the Chargee sees fit, free of charge and, except to 
the extent required by law, the Chargee shall not be liable to the Chargor for any 
act, omission or negligence in so doing or for any rent, charges, depreciation or 
damages or other amounts incurred in connection therewith or resulting therefrom; 

(k) borrow money for the purpose of carrying on the business of the Chargor relating 
to the Secured Property or for the maintenance, preservation or protection of the 
Secured Property and mortgage, charge, pledge or grant a security interest in the 
Secured Property, whether or not in priority to the Security Interests created by this 
Debenture to secure repayment of any money so borrowed; 

(l) where the Chargee has taken possession of the Secured Property, retain the Secured 
Property irrevocably, to the extent not prohibited by law, by giving notice thereof 
to the Chargor and to any other persons required by law in the manner provided by 
law; 

(m) send or employ inspectors or agents to inspect, audit and report upon the value, 
state and condition of the Secured Property; 

(n) subject to Applicable Law, seize, collect, retain and administer the Secured 
Property or any part or parts thereof in the Chargee's discretion; 

(o) pay any encumbrance, lien, claim or charge that validly exists or has been 
threatened against any of the Secured Property and any amounts determined to be 
validly existing shall, when so paid, together with any costs, charges and expenses 
incurred by the Chargee (including, without limitation, legal fees and 
disbursements on a solicitor-client basis), be added to the Secured Obligations 
hereby and shall bear interest at the rate provided herein; 

(p) take proceedings in any court of competent jurisdiction to enforce payment by the 
Chargor of the Secured Obligations or any deficiency remaining upon application 
of proceeds of realization which are actually received by the Chargee; 

(q) exercise or pursue any other remedy or proceeding authorized or permitted hereby 
or by the Act or any similar personal property security legislation or by any other 
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legislation in any jurisdiction in which any of the Secured Property is located or 
otherwise permitted by law or equity; and 

(r) with or without entry into possession of the Secured Property, or any part thereof, 
appoint a receiver or apply to a court for the appointment of a receiver (which term 
shall include a receiver and manager) of the Secured Property or any part thereof 
and of the rents and profits thereof pursuant to and in accordance with the 
provisions of this Debenture and with or without security for the performance of 
the receiver’s obligations and from time to time remove any receiver and appoint 
another in its stead. Upon the appointment of any such receiver or receivers from 
time to time, subject to Applicable Law, the following provisions shall apply: 

(i) every such receiver shall be the irrevocable agent of the Chargor for all 
purposes with respect to the Secured Property including, without limitation, 
for the collection of all Revenues owing or earned in respect of the Real 
Property or any part thereof; 

(ii)  every such receiver may, in the discretion of the Chargee, be vested with all 
or any of the powers and discretion of the Chargee under this Debenture, 
including, without limitation, the power to carry on all or any part of the 
business of the Chargor relating to the Secured Property and to sell, lease or 
otherwise dispose of the Secured Property, either as a whole or in separate 
parcels, at public auction, by public tender or by private sale, with only such 
notice as may be required by Applicable Law, either for cash or on credit, 
at such time and upon such terms and conditions as the receiver may 
determine (including a term that a reasonable commission shall be payable 
to the receiver, the Chargee or any related corporation in respect thereof) 
and enter into, rescind or vary any contract for the sale, lease or other 
disposition of any of the Secured Property and sell, lease or dispose thereof 
again without being answerable for any loss occasioned thereby and the 
receiver may execute and deliver to any purchaser of the Secured Property 
or any part thereof good and sufficient deeds and documents for the same 
and such receiver shall also have the power to take proceedings in any court 
of competent jurisdiction for sale or foreclosure of all or any part of the 
Secured Property; 

(iii)  the Chargee may from time to time fix the remuneration of every such 
receiver and every such receiver shall be entitled to deduct the same out of 
the income from the Secured Property or the proceeds of disposition of the 
Secured Property; 

(iv) the appointment of every such receiver by the Chargee shall not, to the 
extent permitted by law, incur or create any liability on the part of the 
Chargee to the receiver in any respect and such appointment or anything 
which may be done by any such receiver or the removal of any such receiver 
or the termination of any such receivership shall not have the effect of 
constituting the Chargee a mortgagee in possession in respect of the Real 
Property or any part thereof; 
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(v) every such receiver shall, from time to time, have the power to lease or 
otherwise deal with any portion of the Real Property which may become 
vacant or available for lease on such terms and conditions as such receiver 
may deem advisable and shall have full power to complete any unfinished 
construction upon the Real Property (such power of the receiver to include, 
without limitation, the power to borrow funds in the name of and on the 
credit of the Chargor for such purposes, which borrowings may be secured 
by the Secured Property, or any part thereof, and which security shall have 
such priority as the receiver deems appropriate); 

(vi) every such receiver shall have full power to fully manage, develop, operate, 
lease, deal with agreements, Contracts, and Leases, construct, complete, 
repair, renovate or alter the Real Property or any part thereof on behalf of 
the Chargor and to take all such actions as are required in the exercise of 
such powers including, without limitation, entering into, amending and 
terminating such contracts and other agreements relating to the Secured 
Property as are necessary or advisable, in the opinion of the receiver, and 
the entering into, renewal, amendment, supplement or termination of any 
agreements, Contracts, and Leases as the receiver may deem appropriate in 
its sole and absolute discretion; the aforementioned power shall include the 
power to borrow money in the name of and on the credit of the Chargor for 
all such purposes (which borrowings may be secured by the Secured 
Property, or any part thereof, and which security shall have such priority as 
the receiver deems appropriate); 

(vii)  save for its own gross negligence or wilful misconduct, no such receiver 
shall be liable to the Chargor to account for monies other than monies 
actually received by or in respect of Secured Property or any part thereof 
and out of such monies so received, every such receiver shall, subject to the 
further direction of the Chargee, in the following order pay: 

(A) his remuneration aforesaid; 

(B) all payments made or incurred by him in connection with the 
management, operation, construction, completion, repair or 
alteration of the Secured Property or any part thereof in accordance 
with the provisions thereof; 

(C) all payments of interest, principal and other money which may, from 
time to time, be or become charged upon the Secured Property in 
priority to this Debenture and all taxes, insurance premiums and 
every other proper expenditure made or incurred by him in respect 
of the Secured Property or any part thereof and in payment of all 
interest, fees and other similar amounts due or falling due hereunder 
and the balance to be applied upon the Secured Obligations; and 

(D) at the discretion of the receiver, interest, principal and other monies 
which may from time to time constitute an encumbrance on the 
Secured Property subsequent or subordinate to this Debenture; 
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and every receiver may in its discretion retain reasonable reserves to pay 
accruing amounts and anticipated payments in connection with any of the 
foregoing; and any surplus remaining in the hands of every such receiver 
after payments made as aforesaid shall be accountable to the Chargor and 
upon termination of the receivership such receiver shall pay such surplus to 
the Chargor or pay it into court, as the receiver may elect; 

(viii)  the receiver will have the power to  

(A) employ or retain and discharge any persons (including legal counsel, 
accountants, engineers and other reasonably necessary experts or 
consultants) upon the terms and at the remuneration the receiver 
considers proper; 

(B) make any compromise or arrangements which the receiver considers 
expedient in the interest of the Chargee and to assent to any 
modification of this agreement consented to by the Chargor, and to 
exchange any part or parts of the Secured Property for any other 
property suitable for the purposes of the Chargor upon such terms 
as the receiver considers expedient, either with or without payment 
of money or equality of exchange or otherwise; and 

(C) defend and prosecute all suits, proceedings and actions which the 
receiver in his opinion considers necessary for the proper protection 
of the Secured Property, to defend all suits, proceedings and actions 
against the Chargor or the receiver, to appear in and conduct the 
prosecution and defence of any suit, proceeding or action then 
pending or thereafter instituted and to appeal any suit, proceeding or 
action; 

(ix) the Chargee may at any time and from time to time terminate any such 
receivership by notice in writing to the Chargor and to any such receiver; 
and 

(x) the receiver may carry out all actions and do all things that the Chargee may 
do under this Debenture as if it were the Chargee (it being agreed that such 
powers are not in any way limited by the foregoing provisions of this 
Subsection 3.1(r)). 

3.2 Sale of Secured Property: The Chargor agrees that any sale referred to in Section 3.1 may 
be either a sale of all or any portion of the Secured Property and may be by way of public auction, 
public tender, private contract or otherwise without notice, advertisement or any other formality, 
except as required by Applicable Law, all of which the Chargor waives to the extent permitted by 
Applicable Law. To the extent not prohibited by Applicable Law, any such sale may be made with 
or without any special condition as to the upset price, reserve bid, title or evidence of title or other 
matter and from time to time as the Chargee in its sole discretion thinks fit with power to vary or 
rescind any such sale or buy in at any public sale and resell. The Chargee may sell the Secured 
Property for a consideration payable by instalments either with or without taking security for the 
payment of such instalments and may make and deliver to any purchaser thereof good and 
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sufficient deeds, assurances and conveyances of the Secured Property and give receipts for the 
purchase money, and any such sale shall be a perpetual bar, both at law and in equity, against the 
Chargor and all those claiming an interest in the Secured Property by, from, through or under the 
Chargor. 

3.3 References to the Chargee Include Receiver: For the purposes of Sections 3.1, 3.2, 3.4, 3.7, 
3.8, 3.9, 3.10, 3.11 and 3.17, a reference to the Chargee shall, where the context permits, include 
any receiver or receiver and manager or other agent on behalf of the Chargee. 

3.4 Chargor's Rights: Until the occurrence of an Event of Default which is continuing, the 
Chargor shall be entitled to deal with the Secured Property and enforce, use and enjoy all of the 
benefits, advantages and powers relating thereto as if this Debenture had not been made. Upon the 
occurrence of an Event of Default which is continuing, the Chargee may, but shall not be obligated 
to, exercise all rights, powers, authority and discretions of the Chargor in respect of the Secured 
Property in its place and stead. 

3.5 Judgment: Neither the taking of any judgment nor the exercise of any power of seizure or 
sale shall operate to extinguish the liabilities of the Chargor to make payment of the principal 
hereby secured or interest thereon or other moneys owing hereunder nor shall such operate as a 
merger of any covenant or affect the right of the Chargee to interest at the rate hereinbefore 
specified and any judgment shall bear interest at such rate. 

3.6 Interest: If any principal amount payable to the Chargee under this Debenture is not paid 
when due, the Chargor will pay to the Chargee, immediately on demand, interest on such amount 
from the date due until paid, at an annual rate equal to the interest rate stipulated herein. All 
amounts payable by the Chargor to the Chargee under this Debenture, and all interest on all such 
amounts, compounded monthly on the last business day of each month, will form part of the 
Secured Obligations and will be secured by the Security Interests created by this Debenture. 

3.7 Charge as Security: 

(a) It is expressly acknowledged and agreed that nothing herein contained shall 
obligate the Chargee to assume or perform any obligation of the Chargor to any 
third party in respect of or arising out of any of the Secured Property. The Chargee 
may, however, only after an Event of Default which is continuing, at its option, 
assume or perform any such obligations as the Chargee considers necessary or 
desirable to obtain the benefit of the Secured Property free of any set-off, deduction 
or abatement and any money expended by the Chargee in this regard shall form part 
of and shall be deemed to form part of the Secured Obligations and bear interest at 
the rate stipulated herein. 

(b) The exercise by the Chargee of its rights under this Debenture or the assumption 
after any Event of Default of certain obligations of the Chargor as referred to in 
Subsection 3.7(a) above shall not constitute or have the effect of making the 
Chargee a mortgagee in possession. Care, control and management of the Secured 
Property shall remain and shall be deemed to be with the Chargor in the absence of 
clear and unequivocal action by the Chargee depriving the Chargor of such care, 
control and management and the assumption thereof by the Chargee. 
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3.8 Limitations on Chargee's Liability: The Chargee will not be liable to the Chargor or any 
other Person for any failure or delay in exercising any of the rights of the Chargee under this 
Debenture (including any failure to take possession of, collect, sell, lease or otherwise dispose of 
any Secured Property, or to preserve rights against prior parties). Neither the Chargee, nor any 
receiver or agent of the Chargee is required to take, or will have any liability for any failure to take 
or delay in taking, any steps necessary or advisable to preserve rights against other Persons under 
any Secured Property in its possession. Neither the Chargee nor any receiver or agent will be liable 
for any, and the Chargor will bear the full risk of all, loss or damage to any and all of the Secured 
Property (including any Secured Property in the possession of the Chargee or any receiver or agent) 
caused for any reason other than the gross negligence or wilful misconduct of the Chargee or such 
receiver or agent. 

3.9 Debtor Remains Liable under Accounts and Contracts: Notwithstanding any provision of 
this Debenture, the Chargor will remain liable under each of the agreements, contracts, Leases, 
material contracts, franchise agreements, management agreements, and the material licenses and 
other documents comprising the Secured Property to which it is or becomes a party (collectively, 
the “Contracts” and each a “Contract”) to pay and satisfy all indebtedness, liabilities and other 
monetary obligations and to observe and perform all the conditions and obligations which are to 
be paid, satisfied, observed and performed by the Chargor thereunder, all in accordance with the 
terms of each such Contract. The Chargee will have no obligation or liability under any account 
or monetary obligation (an “Account”) (or any Contract giving rise thereto) or Contract by reason 
of or arising out of this Debenture or the receipt by the Chargee of any payment relating to such 
Account or Contract pursuant hereto, and in particular (but without limitation), the Chargee will 
not be obligated in any manner to perform any of the obligations of the Chargor under or pursuant 
to any Account (or any Contract giving rise thereto) or under or pursuant to any Contract, to make 
any payment, to make any inquiry as to the nature or the sufficiency of any payment received by 
it or as to the sufficiency of any performance by any party under any Account (or any Contract 
giving rise thereto) or under any Contract, to present or file any claim, to take any action to enforce 
any performance or to collect the payment of any amounts which may have been assigned to it or 
to which it may be entitled at any time. 

3.10 Dealings by Chargee: Following an Event of Default which is continuing, the Chargee will 
not be obliged to exhaust its recourse against the Chargor or any other Person or against any other 
security it may hold in respect of the Secured Obligations before realizing upon or otherwise 
dealing with the Secured Property in such manner as the Chargee may consider desirable. The 
Chargee may grant extensions of time and other indulgences, take and give up security, accept 
compositions, grant releases and discharges and otherwise deal with the Chargor and any other 
Person, and with any or all of the Secured Property, and with other security and sureties, as the 
Chargee may see fit, all without prejudice to the Obligations or to the rights and remedies of the 
Chargee under this Debenture and the Plan. The powers conferred on the Chargee under this 
Debenture are solely to protect the interests of the Chargee in the Secured Property and will not 
impose any duty upon the Chargee to exercise any such powers. 

3.11 Possession of Secured Property: Where any Secured Property is in the possession of the 
Chargee or any receiver or agent: 

(i) the Chargee shall only have the duty of care with respect to such Secured 
Property as would a reasonable and prudent owner, including the duty to 
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use reasonable care in the custody and preservation thereof, provided that 
the Chargee need not take any steps of any nature to defend or preserve the 
rights of the Chargor therein against the claims or demands of others or to 
preserve rights therein against prior parties; 

(ii)  the Chargee may, at any time following the occurrence of an Event of 
Default which is continuing, and subject to the terms of the Plan, grant or 
otherwise create a security interest in such Secured Property upon any terms 
provided that such terms do not impair the Chargor's right to redeem such 
Secured Property; and 

(iii)  the Chargee may, at any time following the occurrence of an Event of 
Default which is continuing, and subject to the terms of the Plan, use such 
Secured Property in any manner and to such extent as it deems necessary or 
desirable. 

3.12 After Acquired Property: The Chargor covenants and agrees that, if and to the extent that 
any of its respective rights, titles, estates and interests in any of the Secured Property is not acquired 
until after delivery of this Debenture, this Debenture shall nonetheless apply thereto and the 
Security Interests of the Chargee hereby created shall attach to such Secured Property at the same 
time as the Chargor acquires rights therein, without the necessity of any further mortgage, charge, 
pledge, assignment or assurance and thereafter such Secured Property shall be subject to the 
Security Interests created hereby in accordance with the provisions of Section 2.1 hereof. 

3.13 Attachment: The Chargor hereby acknowledges and agrees that value has been given for 
the granting of the Security Interests created hereby and that there is no agreement between the 
Chargor and the Chargee, express or implied, to postpone the attachment of the Security Interests 
created hereby except in respect of after-acquired property forming part of the Secured Property 
with respect to which the Security Interests created hereby shall attach at the same time as the 
Chargor acquires rights therein or thereto. 

3.14 Multisite Real Estate Transaction: The Chargor acknowledges that this Debenture may be 
one of a number of other debentures/hypothecs and/or security documents that secure the Secured 
Obligations.  The Chargor agrees this Debenture shall be absolute and unconditional and shall not 
in any manner be affected or impaired by any acts or omissions whatsoever of the Chargee, and 
without limiting the generality of the foregoing, this Debenture hereof shall not be impaired by 
any acceptance by the Chargee of any security for or guarantees of any of the Secured Obligations 
hereby secured, or by any failure, neglect or omission on the part of the Chargee to realize upon 
or protect any Secured Obligation or indebtedness hereby secured or any collateral security 
therefor including the other debentures/hypothecs and other security documents.  This Debenture 
hereof shall not in any manner be impaired or affected by any release (except as to the property 
released), sale, pledge, surrender, compromise, settlement, renewal, extension, indulgence, 
alteration, change, modification or disposition of any of the Secured Obligations secured or of any 
of the collateral security therefor, including any other debentures/hypothecs and other security 
documents or of any guarantee thereof, except, in each case, upon the Secured Obligations having 
been fully satisfied and performed by the Chargor or any of the Chargor’s Material Subsidiaries, 
and the Chargee may foreclose, exercise any power of sale, or exercise any other remedy available 
to it under any or all of the other debentures/hypothecs and other security documents without first 
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exercising or enforcing any of its rights and remedies hereunder. Such exercise of the Chargee’s 
rights and remedies under any or all of the other debentures and other security documents shall not 
in any manner impair the Secured Obligations hereby secured or this Debenture, and any exercise 
of the rights or remedies of the Chargee hereunder shall not impair any of the other 
debentures/hypothecs and other security documents or any of the Chargee’s rights and remedies 
thereunder. The Chargor specifically consents and agrees that the Chargee may exercise its rights 
and remedies hereunder and under the other debentures and other security documents separately 
or concurrently and in any order that it may deem appropriate and waives any rights of subrogation. 

3.15 Waiver of Redemption, Notice and Marshalling of Assets: To the fullest extent permitted 
by law, the Chargor hereby irrevocably and unconditionally waives and releases (a) all benefit that 
might accrue to the Chargor by virtue of any present or future statute of limitations or law or 
judicial decision exempting the Secured Property from attachment, levy or sale on execution or 
providing for any stay of execution, exemption from civil process, redemption or extension of time 
for payment and (b) any right to a marshalling of assets or a sale in inverse order of alienation. 

3.16 Deficiency: Without limiting any rights the Chargor may have at law, the Chargor shall be 
liable to pay any deficiency remaining after the sale or disposition of the Secured Property. 

3.17 Payments by the Chargee: Upon notice to the Chargor, the Chargee may pay any or all 
premiums of insurance and any or all taxes, rates, liens, utility and heating charges which shall 
from time to time fall due and be unpaid in respect of the Secured Property, and such payments, 
together will all costs, charges, reasonable legal fees and disbursements (on a solicitor-client 
basis), all appraisal costs and expenses, survey costs and expenses, costs of environmental reports 
and all other expenses whatsoever, which may be incurred in taking, recovering and keeping 
possession of the Secured Property, generally in any proceedings taken in connection with or to 
realize or protect this security (including, without limitation, reasonable legal fees and 
disbursements on a solicitor-client basis and real estate commissions and other costs incurred in 
leasing or selling the Secured Property or in exercising the power of entering, lease and sale herein 
contained) shall be, with interest at the interest rate provided for herein, a charge upon the Secured 
Property in favour of the Chargee and secured by this Debenture and the Chargee will provide 
notice of such payments to the Chargor.  All amounts paid by the Chargee pursuant to this section 
3.17 shall be added to the Secured Obligations hereby and shall be payable forthwith with interest 
at the interest rate provided for herein and in default of such payments the full amount of the 
Secured Obligations under this Debenture including all such amounts, shall immediately become 
due and payable at the option of the Chargee, and all remedies, rights and powers conferred in this 
Debenture shall be exercisable by the Chargee. 

ARTICLE 4   

GENERAL PROVISIONS  

4.1 Instructions in Accordance with Plan: The Chargee shall take its instructions exclusively 
in the manner contemplated in the Plan and Definitive Documents.  

4.2 Remedies Cumulative and Waivers: For greater certainty, it is expressly understood and 
agreed that the rights and remedies of the Chargee hereunder or under any other document or 
instrument executed pursuant to the Plan are cumulative and are in addition to and not in 
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substitution for any rights or remedies provided by law or by equity; and any single or partial 
exercise by the Chargee of any right or remedy for a default or breach of any term, covenant, 
condition or agreement contained in this Debenture or other document or instrument executed 
pursuant to the Plan or any others security documentation delivered pursuant to the Plan shall not 
be deemed to be a waiver of or to alter, affect or prejudice any other right or remedy or other rights 
or remedies to which the Chargee may be lawfully entitled for such default or breach. Any waiver 
by the Chargee of the strict observance, performance or compliance with any term, covenant, 
condition or agreement herein contained and any indulgence granted either expressly or by course 
of conduct by the Chargee shall be effective only in the specific instance and for the purpose for 
which it was given and shall be deemed not to be a waiver of any rights and remedies of the 
Chargee under this Debenture, the Plan or the other security documents as a result of any other 
default or breach hereunder or thereunder. 

4.3 Termination: The Chargee covenants and agrees with the Chargor that upon the Secured 
Obligations having been fully satisfied and performed by the Chargor or any of the Chargor’s 
Material Subsidiaries, this Debenture shall be and become fully ended and terminated and all right, 
title, estate, interest and benefit of the Chargor in, to, under or in respect of the Secured Property, 
assigned by it to, or held by it in trust for, the Chargee hereunder shall automatically revert to the 
Chargor or its successors or assigns, and all covenants and agreements of the Chargor hereunder 
shall be at an end and the Chargee, upon the request and at the expense of the Chargor, shall 
execute such instruments, releases, discharges or re-assignments and give such notification or 
assurances as the Chargor may properly require to fully release, discharge and cancel this 
Debenture in the circumstances. 

4.4 Notice: Unless otherwise specified, each notice to a party shall be given in writing and 
delivered personally or by courier, sent by e-mail or other electronic transmission contemplated 
by the parties to such party as follows: 

If to the Chargor: 

Name:  [�”] 
Address:  [�”] 
Attention:  [�”] 
Email:  [�”] 

If to the Chargee: 

Name:  [�”] 
Address:  [�”] 
Attention: [�”] 
Email:  [�”] 

or to any other address, e-mail or Person that the party designates. 

4.5 Further Assurances: Each party shall, at its own expense, promptly execute and deliver to 
the other upon request all such other and further documents, agreements, opinions, certificates and 
other instruments in compliance with or accomplishment of their covenants and agreements 
hereunder or under any document to be delivered pursuant hereto or otherwise necessary to make 
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any recording, file any notice or obtain any consent, all as may be reasonably necessary and 
appropriate in connection herewith. 

4.6 Continuing Security: This Debenture and the rights and remedies it creates are a continuing 
agreement and security and shall bind the parties until discharge of this Debenture as provided in 
Section 4.3 hereof. No payment by the Chargor of the whole or any part of any Secured Obligations 
by this Debenture shall reduce the amount secured hereby unless specifically appropriated to and 
noted on this Debenture by the Chargee. Notwithstanding any other provision of this Debenture  
including, without limitation, the principal sum and principal amount stated to be due on the face 
page hereof (i) the Chargee shall not claim or realize an amount under or in respect of this 
Debenture, and the Chargor shall not be liable to pay to the Chargee an amount, in excess of the 
outstanding amount of the Secured Obligations (excluding the principal sum and principal amount 
stipulated on the face page hereof), and (ii) the Chargee shall neither demand payment pursuant to 
this Debenture, nor enforce the security constituted hereby or exercise any rights or remedies 
hereunder, unless and until and only for so long as it is entitled to do so pursuant to the provisions 
of the Plan and this Debenture. 

4.7 Agreement Paramount: This Debenture is issued subject to the provisions of the Plan and 
the representations, warranties and covenants of the Chargor with respect to the Secured Property 
contained therein. In the event of any inconsistency or conflict between the provisions of this 
Debenture and the Plan, the provisions of the Plan shall govern. Notwithstanding the foregoing, in 
the event that this Debenture contains provisions which are in addition to the provisions set forth 
in the Plan, the existence of such additional provisions in this Debenture shall not constitute a 
conflict or inconsistency with the provisions of the Plan. 

4.8 Amendment of Agreement: No amendment or waiver of any provision of this Debenture, 
and no consent to any departure by the Chargor herefrom, shall in any event be effective unless 
the same shall be in writing and signed by the Chargee, and then such waiver or consent shall be 
effective only in the specific instance and for the specific purpose for which given. No failure on 
the part of the Chargee to exercise, and no delay in exercising any right hereunder, shall operate 
as a waiver thereof; nor shall any single or partial exercise of any such right preclude any other or 
further exercise thereof or the exercise of any other right. 

4.9 Invalidity of Provisions: If any of the provisions in this Debenture should be invalid, illegal 
or unenforceable in any respect, the validity, legality or enforceability of the remaining provisions 
contained herein shall not in any way be affected or impaired thereby. 

4.10 Time: Time shall be of the essence in this Debenture. 

4.11 Successors and Assigns: This Debenture and all its provisions shall enure to the benefit of 
and shall be binding upon the Chargee and the Chargor and their respective permitted successors 
and permitted assigns, as provided for in the Plan. 

4.12 Assignment: The rights of the Chargee under this Debenture may be assigned by the 
Chargee to a Person to whom the Chargee is also assigning its rights under the Plan to the same 
extent, and on and subject to the same terms and conditions, as the Chargee may assign its rights 
under the Plan. The Chargor may not assign its obligations under this Debenture.  
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4.13 Attorney: The Chargor hereby irrevocably nominates, constitutes and appoints the Chargee 
and each of its officers holding office from time to time as the true and lawful attorney of the 
Chargor with power of substitution in the name of the Chargor, exercisable at any time following 
the occurrence of an Event of Default which is continuing to do any and all such acts and things 
or execute and deliver all such agreements, documents and instruments as the Chargee reasonably 
considers necessary or desirable to carry out the provisions and purposes of this Debenture or to 
exercise any of its rights and remedies hereunder and the Chargor hereby ratifies and agrees to 
ratify all acts of any such attorney taken or done in accordance with this Section 4.13. Without in 
any way limiting the generality of the foregoing, the Chargee, following the occurrence of an Event 
of Default which is continuing, shall have the right to execute for and in the name of the Chargor 
all financing statements, financing change statements, conveyances, transfers, assignments, 
consents and other instruments as may be required for such purposes. This power of attorney is 
coupled with an interest and shall not be revoked or terminated by any act or thing other than the 
discharge of this Debenture in accordance with Section 4.3. 

4.14 Acknowledgement by Chargor: The Chargor acknowledges receipt of a copy of this 
Debenture. Any financing statement or a copy of the statement confirming the registration of any 
financing statement that may be registered in connection with any Security Interests created under 
this Debenture shall describe the Secured Property as described herein. 

4.15 Applicable Laws: This Debenture shall be governed in all respects by the laws of the 
Province of Ontario and the laws of Canada applicable therein and shall be treated in all respects 
as a Ontario contract save in respect of the security created, perfected and enforced pursuant hereto 
upon: (i) real property and personal property situate in any province or territory of Canada other 
than Ontario, and upon income therefrom, which shall be governed by the laws of the province or 
territory in which such property is situated, and (ii) personal property, to the extent that any laws 
of any other province or territory apply as a result of the application of conflict of laws rules. 

4.16 Attornment: The Chargor submits to the non-exclusive jurisdiction of any court in the 
Province of Ontario in any action or proceeding arising out of or relating to this Debenture, and 
the Chargor irrevocably agrees that all claims in respect of any such action or proceeding may be 
heard and determined in any such court or in any other court of competent jurisdiction selected by 
the Chargee. 

4.17 Electronic Execution: This Debenture may be executed electronically and in counterparts 
and by PDF or other form of electronic transmission reproducing an original, each of which will 
be deemed to be an original and which together will constitute one and the same Debenture. 

 

 

[signature page follows]
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IN WITNESS WHEREOF , the Chargor has duly executed this Debenture as of the date first 
written above. 

 

  ROTHMANS, BENSON & HEDGES INC.  

  Per:  
  Name:  

  Title:  
  I have the authority to bind the corporation. 
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SCHEDULE A 

LEGAL DESCRIPTION  

 

Property 
Nominee/Registered Title 

Holder PIN 

 
 

Legal Description 

 
Land 

Registry/Titles 
Office 

1. 
 

1500 Don Mills 
Road, Toronto, 
Ontario 

Rothmans, Benson & 
Hedges Inc. 

10117-0637 (LT)  PART LOT 10, CON. 
3, EYS (CITY OF 
NORTH YORK) 
DESIGNATED AS 
PARTS 1, 2, 3, 4, 5, 6, 
7 & 8 ON PLAN 
66R17662. SUBJECT 
TO TB981024, 
NY499108, 
NY765474, TB24553 
& TB119624. CITY 
OF TORONTO 

Toronto (No. 
66) 
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SCHEDULE “�,2” 

ACKNOWLEDGMENT AND DIRECTION REGARDING  MORTGAGE ON 
RBH’S PROPERTY SITUATED AT 1500 DON MILLS ROAD 
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The Provincial and Territorial Present Value of Smoking Attributable Expenditures 

EXECUTIVE SUMMARY

Glenn Harrison
March 14, 2024

I was asked in March 2020 to calculate the present value of the total expenditure by
each Province and Territory for the health care benefits that have been provided, and that
could reasonably be expected will be provided, for insured persons resulting from
tobacco-related disease or the risk of tobacco-related disease. This report presents those
calculations from March 2020. The methodology used reflects the full reports prepared for
litigation in New Brunswick, British Columbia, Alberta and Ontario, extended consistently to
all other Provinces and Territories.

My calculations apply the results of a statistical analysis of the fraction of public
health expenditures that are attributable to smoking. The statistical analysis relies on public
data collected for the Canadian Community Health Survey (“CCHS”) between 2000 and 2014.
These data from the CCHS include information on the smoking history and intensity of
Canadians, their utilization of hospital and physician services, and many other demographic
characteristics. 

My statistical analyses of data from the CCHS allow me to estimate the Smoking
Attributable Fraction (“SAF”) for Hospital service expenditures and Physician expenditures.
The SAF is expressed as a percentage of utilization and hence expenditures attributable to
smoking. For Canada as whole I estimate the Hospital SAF between 2000 and 2014 to be
18.4%, with a 95% confidence interval between 16.4% and 20.5%. And for Canada as whole I
estimate the Physician SAF between 2000 and 2014 to be 6.7%, with a 95% confidence
interval between 6.1% and 7.3%. I calculate the SAF for each province and for the territories
separately, to better reflect their smoking attributable expenditures. I use similar data from
a precursor to the CCHS to calculate a Prescription Drugs SAF for Canada as a whole: the
estimated SAF in this case is 13.2%, with a 95% confidence interval between 11.0% and 15.3%.

A critical feature of these SAF estimates is that in all cases the lower bound of the 95%
confidence interval is well above zero. Hence I am able to say that there is statistically
significant evidence that the SAE I calculate are positive. There is nothing in the statistical
methods used here which “pre-ordained” this result: it is what the data says, in the context
of the standard model and specification employed.

I collated the provincial and territorial expenditures for Hospital services, Physician
services, Prescription Drugs, and Additional Health Care services, based on publicly available
data between 1954/1955 and 2019/2020 from the Public Accounts of each province and
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territory.

I then calculate the SAE for the provinces and territories between 1954/1955 and
2019/2020 by applying the SAF estimates to the appropriate public heath expenditures. The
SAE for this period, in expenditures during these years, was $381.1 billion. The SAE from
2020/2021 to 2050/2051 for each province and territory is calculated as a statistical
extrapolation of trends between 1954/1955 and 2019/2020.

My calculation then reflects the assumption that a legal breach occurred between
January 4, 1954 and March 1, 1996. This implies that I restrict the calculation of SAE to the
effects of smoking that occurred during this breach-exposure window. For this calculation I
utilize the rich history of smoking reflected in the CCHS to infer the SAE within this time
period attributable to smoking within the time period. I also calculate the future SAE beyond
March 1, 1996 that is associated with nicotine dependence attributed to smoking within the
breach period.

I then calculate the present value in 2020 dollars of these SAE. For past SAE between
1954/1955 and 2019/2020 I use historical Canadian borrowing rates, and for future SAE
between 2020/2021 and 2050/2051 I assume that current interest rates in 2020 persist.

For each province and the territory, Figure ES-1 reports the cumulative SAE in present
value 2020 dollars between 1954/1955 and 2049/2050, solely reflecting the effects of
smoking from within the breach period. Monetary units are billions of dollars. Figure ES-2
reports the implied percent shares of cumulative SAE in present value 2020 dollars between
1954/1955 and 2049/2050, again solely reflecting the effects of smoking from within the
breach period. Table ES-1 reports more numerical detail for the SAE and percent shares,
which is of some significance for smaller provinces and all territories.

The aggregate quantum over all provinces and territories is calculated to be $944.5
billion in present value 2020 dollars. This aggregate includes $643.5 billi0n attributable to
smoking and expenditures between January 4, 1954 and March 1, 1996: Figure ES-3 displays
the shares for this pathway for the SAE. The aggregate also includes $301.0 billi0n
attributable to smoking and expenditures after March 1, 1996 that are due to nicotine
dependence from smoking prior to 1996: Figure ES-4 displays the shares for this pathway for
the SAE. The aggregate $944.5 billion in Figure ES-1 and Table ES-1 is the sum of the $643.5
billion in Figure ES-3 and the $301.0 billion in Figure ES-4.

Detailed calculations for each province and territory are documented separately. This
Executive Summary collates the results of those calculations for the purpose of allocation
across provinces and territories. 
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Table Es-1: Numerical Values for Apportionment Calculations

Province or Territory Abbreviations Quantum in $ billions Percent Share

British Columbia BC 136.681 14.4710

Alberta AB 119.266 12.6272

Saskatchewan SK 27.190 2.8787

Manitoba MB 42.741 4.5252

Ontario ON 271.796 28.7761

Quebec QC 253.365 26.8248

New Brunswick NB 22.779 2.4117

Nova Scotia NS 29.979 3.1740

Prince Edward Island PE 6.239 0.6605

Newfoundland & Labrador NL 20.280 2.1471

Yukon YT 3.753 0.3973

Northwest Territories NT 6.866 0.7269

Nunavut NU 3.584 0.3795

NATIONAL 944.519 100.0000%

Note: these numbers correspond to those displayed and defined formally in Figure ES-1 and
Figure ES-2.
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The Provincial and Territorial Present Value of Smoking Attributable Expenditures 

DETAILED CALCULATIONS

Glenn Harrison

I was asked in March 2020 to calculate the present value of the total expenditure by
each Province and Territory for the health care benefits that have been provided, and that
could reasonably be expected will be provided, for insured persons resulting from
tobacco-related disease or the risk of tobacco-related disease. This report presents those
calculations from March 2020. The methodology used reflects the full reports prepared for
litigation in New Brunswick, British Columbia, Alberta and Ontario, extended consistently to
all other Provinces and Territories.

I am the University Distinguished Professor and the C.V. Starr Chair of Risk
Management and Insurance in the Maurice R. Greenberg School of Risk Sciences, Robinson
College of Business Administration, Georgia State University. I am also Director of the Center
for the Economic Analysis of Risk, located at Georgia State University. I completed my
undergraduate education (B.Ec.(Hons.) and M.Ec) at Monash University in Australia in 1978
and the Ph.D. in Economics at UCLA in 1982. I have held teaching appointments at the
University of Western Ontario, University of Arizona, University of Melbourne, Stockholm
School of Economics, University of Stockholm, University of New Mexico, the University of
South Carolina, and the University of Central Florida. I have published over 200 articles in
academic journals and volumes, including Econometrica, Journal of Political Economy,
American Economic Review, Journal of Law & Economics, the Economic Journal, the Rand
Journal of Economics, Journal of the American Statistical Association, International Economic
Review, the Scandinavian Journal of Economics, International Journal of Game Theory,
Experimental Economics, Review of Economics & Statistics, American Journal of Public Health,
Journal of Development Economics, World Bank Economic Review, Economics & Philosophy and
Journal of Environmental Economics & Management. I have been an Associate Editor of the
Journal of Environmental Economics and Management, the Journal of Regional Science, and
Economics Letters. I have also been a consultant for numerous government agencies and
private bodies. These include the Reserve Bank of Australia, the California Energy
Commission, the Atlantic Richfield Company, the World Bank (research into trade
liberalization options for developing countries, as well as the global effects of the Uruguay
Round), the Office of the U.S. Trade Representative (research into the global effects of
agricultural trade wars, and quantitative assessment of negotiation options), Sandia
National Laboratory, the American Petroleum Institute (a critical review of natural resource
damage assessment procedures), the National Commission for Employment Policy
(evaluating the employment effects of regulatory policy), the Swedish government
(examining carbon tax proposals to reduce global warming), the United States
Environmental Protection Agency (evaluating carbon tax proposals), the Danish
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government (evaluating tax and deregulation policies), and I have provided expert opinion
reports in legal cases, including reports on the health care costs of cigarette smoking in the
litigation between the Attorney-Generals of a number of U.S states and tobacco companies.
I am also currently retained by several Provinces in Canada as an expert witness in on-going
tobacco litigation. 

My academic and testifying experience in the Medicaid tobacco litigation in the
United States led to peer-reviewed academic publications in the American Journal of Public
Health and the Journal of Forensic Accounting describing the calculations and the
methodologies employed. I was also involved in an academic study of the costs of smoking
in Newfoundland, which was published in the peer-reviewed academic journal Canadian
Public Policy. This article also received the 2003 John Vanderkamp Prize for the best article
published that year in the journal.

My full Curriculum Vitae is available at http://cear.gsu.edu/profile/glenn-harrison/.
Two popular, summary measures of the productivity and scholarly impact of research are
the h index and the i10 index. According to Google Scholar, my scholarly publications have
received 29,901 citations, generating a h index of 80 and an i10 index of 210. According to
Research.com, I have am ranked #229 in the world in the field of Economics and Finance.

The calculations presented here use methodologies for calculating smoking-
attributable health care expenditures that have appeared in peer-reviewed academic
publications and been accepted for testimony in many courts in the United States.

The overall statistical methodology I used here is described in peer-reviewed
academic articles that I have co-authored in the American Journal of Public Health in 2002, the
Journal of Forensic Accounting in 2001, and Canadian Public Policy in 2003. These publications
provide extensive discussion of the larger literature on the calculation of smoking-
attributable health care expenditures from smoking in the United States and Canada.

I have reviewed the relevant statute governing this litigation in each province. All
have similar provisions with respect to the quantum that can be recovered. To take one
specific example, I reviewed the Tobacco Damages and Health Care Costs Recovery Act of the
Province of New Brunswick, proclaimed on March 7, 2008, and it allows for recovery of the
present value of the total expenditures for health care services, payments and other
expenditures by the provinces resulting from tobacco-related disease. Disease is defined in
the Act to include “general deterioration of health.”

My calculations follows the logic employed in the full reports prepared for litigation
in New Brunswick, British Columbia, Alberta and Ontario. Accordingly, the calculations are
undertaken in line with the following directions:
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1. The analyses are limited to health care expenditures caused by smoking cigarettes.
2. Only using data available to the public, such as the Canadian Community Health

Survey (“CCHS”) between 2000 and 2014 and the National Population Health Survey
(“NPHS”) between 1994 and 1998.

3. Calculate the Smoking Attributable Fraction (“SAF”) for each of the following
expenditures in each province and territory, based on data from the CCHS and NPHS
and accepted, peer-reviewed statistical models:
a. Hospital service expenditures;
b. Physician expenditures;
c. Prescription drugs program; and
d. Additional health care services expenditures.
To the extent possible, mental health services expenditures should be excluded.

4. Calculate the provincial and territorial expenditures for Hospital services, Physician
services, Prescription Drugs, and Additional Health Care services, based on the
publicly available data between 1954 and 2019 from the Public Accounts of each
province and territory.

5. Assume that January 4, 1954, the date of publication of “A Frank Statement to
Cigarette Smokers,” is the date of the commencement of the legal breach.

6. Assume that March 1, 1996 is the date of the end of the legal breach.
7. Calculate the Smoking Attributable Expenditures (“SAE”) for each province and

territory from 1954 to 2019.
8. Calculate the SAE from 2020 to 2050 for each province and territory as a statistical

extrapolation of trends between 1954 and 2019.
9. Calculate the future SAE relating to nicotine dependence attributed to smoking

within the breach period.
10. Calculate the present value in 2020 dollars of past (1954-2019) SAE using historical

Canadian borrowing rates.
11. Calculate the present value in 2020 dollars of future (2020-2050) SAE, assuming that

current interest rates persist.

Direction #3 means that I cannot use information obtained directly from provinces,
such as Management Information Systems of provincial Health ministries, which would have
been documented as part of the litigation. Direction #4 means that I cannot use information
obtained directly from provinces to allow more refined allocations of total health care
expenditures to the four identified components. In my judgement these limitations are
unlikely to have a significant effect on the final apportionment calculation.

Access to public Legislative Libraries, which house the full set of Public Accounts
documents, was constrained because of the coronavirus pandemic. The minor gaps that
remain are, in my judgment, not significant for the final apportionment calculation.

The results of detailed calculations for each province and territory are logically
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identical, and displayed later in this reports. Each result for each province and territory uses
the same numbering of figures to allow me to describe the calculations for each step, as the
reader examines specific results for any province or territory. Hence, when I refer to Figure 1
below, I am referring to the Figure 1 for each specific province or territory (e.g, page 46 for
Alberta, page 54 for British Columbia, and so on). Figure 9 through Figure 16 are collected at
the end, since they span all provinces and territories. The PDF version of this report has
“navigation tabs” to the left to quickly access those specific results.

I. Health Care Expenditures Attributable to Smoking Cigarettes

The first step in the calculation is to collate public health expenditures for each
province or territory between 1954 and 2019.1 These are displayed in Figure 1, and
Attachment A documents the sources of these data. The most striking feature is the rapid
growth in expenditures starting in the 1980s, and generally sustained to the present. 

When considering the plausibility of the resulting SAE, it is important to note the
scale of the public health expenditures over the past 66 years, since the SAE is some fraction
of those expenditures. In FY2019 alone, public health expenditures over all provinces and
territories totaled $143.8 billion in historical dollars. Between 1954 and 2020, public health
expenditures totaled $2,773 billion in historical dollars. In present value 2020 dollars, using
interest rates described later, these amounts were $150.6 billion and $6,556 billion,
respectively.

The data shown in Figure 1 come from the Public Accounts (PA) of each province or
territory. In most cases I was able to obtain the PA for each year shown. To the extent
possible, mental health expenditures have been removed. The “extent possible” here refers
to variations across provinces, and over time within provinces, as to how mental health is
recorded in the PA. There are also some understandable limitations in the detail provided in
different PA: sometimes “community services” refers to mental health programs, and
sometimes to included health services. And when specific hospitals are listed it is sometimes
not possible to ascertain, without local historical knowledge, if it was primarily used for
mental health or not. When in doubt, as in the litigation calculations, I made the
conservative call and excluded an item.

Capital expenditures are generally included, again to the “extent possible.”
Sometimes a capital expenditure on a health facility is not recorded in the PA for the

1  Unless otherwise noted, all references to a year are to the fiscal year, which is typically between April
1 of the preceding calendar year and March 31 of the calendar year. Hence FY 2000 refers to April 1, 1999
through March 31, 2000. When I come to “breach period” calculations the expenditures from fiscal years are
apportioned exactly to the relevant calendar dates.
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provincial Department of Health. And occasionally it is not obvious from the PA which
expenditure category a capital expenditure should fall under: in some rural areas, for
example, equipment purchases might be for a regional hospital facility or for a physicians
clinic. Again, when in doubt, and anticipating the differences in SAF values for the
categories, I made the conservative call when assigning expenditures to a specific category.

The decomposition of health expenditures across the four categories is displayed in
Figure 2, using historical dollars. Clearly Hospital expenditures is the lion’s share, with
Physician expenditures a clear second. Prescription Drugs has become more important in
recent years, as provincial and territorial health programs have expanded their coverage.
Considerable effort was expended on identifying the correct allocation of expenditures to
these categories, anticipating differences in the SAF for each category discussed below.

II. The Smoking Attributable Fraction (SAF)

Using CCHS data between 2000 and 2014, I estimated the SAF for Hospitals for each
province and territory. The results are shown in Figure 3, which displays the “point
estimate” and 95% confidence interval. The general methodology for estimation here
follows two peer-reviewed publications of mine:

• “Evaluating the Tobacco Settlement: Are the Damages Awards Too Much or Not
Enough?” (with  Maribeth Coller and Melayne Morgan McInnes), American Journal of
Public Health, 92(6), June 2002, 984-989.

• “Cigarette Smoking and the Cost of Hospital and Physician Care” (with James
Feehan, Alison C. Edwards, and Jorge Segovia), Canadian Public Policy, 29(1), March
2003, 1-19.

The former study is published in the premier public health journal in the world, and the latter
study is an extended application to data from a specific Canadian province. Attachment D
provides an introduction to the calculation and interpretation of the SAF.

A critical feature of these SAF estimates, for statistical and litigation reasons, is that
in all cases the lower bound of the 95% confidence interval is well above zero. Hence I am
able to say that there is statistically significant evidence that the SAE I calculate for Hospital
services is indeed positive. It is important to stress that there is nothing in the statistical
methods used here which “pre-ordained” this result: it is what the data says, in the context
of the standard model and specification employed.

The SAF for Hospitals uses rich information in the CCHS on the smoking
characteristics of individuals as well as their self-reported utilization of hospitals, measured
by the number of nights spent in hospital in the past year. Attachment C documents the
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CCHS data. Research undertaken for the New Brunswick and British Columbia litigation,
conducted in Research Data Centers of Statistics Canada because of the confidential nature
of the data, validated these estimates for those provinces against actual, administrative data
on hospitalizations. Moreover, I estimated a SAF for Hospitals using “resource intensity
weights,” which measure relative costs of visits rather than just the number of nights, and
again validated the SAFs from the CCHS reported in Figure 3.

The SAF estimates across provinces reflect a host of characteristics of the population
and provincial policy. First and foremost they reflect the smoking prevalence levels across
provinces, as well as the time period of the CCHS data in terms of more recent, lower levels
of smoking prevalence. The populations of some provinces simply smoke more than others.
In particular, the smoking prevalence in all of the territories is extremely high, which
accounts in part for their high SAF.2

A secondary factor, also of some significance for the SAF across provinces, can be
called the “efficiency of the health system in delivering hospital care.” These efficiencies
might be due to avoiding expensive rural hospitals, and having intensive care more
centralized geographically. They might also be due to not having to pay for transportation to
a province for many health services: a striking characteristic of the costs of health care in all
of the territories. In sum, provinces that have been more efficient in the provision of health
care would tend to have a lower SAF, ceteris paribus other factors. The figure on the next
page illustrates these differences across provinces, based on Statistics Canada tabulations.
Comparable values for hospital expenditures per capita for territories are literally “off the
charts” by comparison.

Using the CCHS data between 2000 and 2014, I also estimated the SAF for Physician
services for each province and territory. The results are shown in Figure 4, which again
displays the “point estimate” and 95% confidence interval. In this case the CCHS survey
specifically asks for self-reports of the number of visits3 in the past year with a family doctor,
general practitioner, or any other medical doctor.

Again, a critical feature of these SAF estimates, for statistical and litigation reasons, is
that in all cases the lower bound of the 95% confidence interval is well above zero. Hence I
am able to say that there is statistically significant evidence that the SAE I calculate is indeed
positive with respect to Physician expenditures.

2 The SAF for each of the territories is in fact a SAF for all territories combined. The small sample sizes
in the CCHS for each territory did not support estimation at the level of each territory on statistical grounds.

3 Or phone consultations.

-13-

Page 312 of 1342



In general the SAF for Physician services is lower than the SAF for Hospital services.
This is why it is important to spend time carefully allocating health expenditures to these
categories, and a considerable amount of time was spent on this dimension of the
calculations.

Again, research undertaken for the New Brunswick and British Columbia litigation,
conducted in Research Data Centers of Statistics Canada because of the confidential nature
of the data, validated these estimates for those provinces against actual, administrative data
on the number of visits to physicians and other medical personnel. Moreover, I estimated a
SAF for Physicians using dollar payments, which measure relative costs of visits rather than
just the number of visits, and again validated the SAFs from the CCHS reported in Figure 4.

There is no tabulation by Statistics Canada of differences in Physician, or even non-
Hospital, expenditures per capita across provinces. But the figure shown below shows that
health expenditures as a whole also display significant disparities across provinces. 
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The calculations then show the effects, in Figure 5, of adjustments for higher
smoking prevalence prior t0 2000, and the effect of restricting the calculations to the
breach-exposure window. In Figure 5 the vertical red line shows the end-breach date.4

Attachment E explains the determination of the quantum breach period 1983-2023. Each of
these adjustments and restrictions are now explained in detail.

First, the SAF for Hospitals from the CCHS, reflecting smoking prevalence between
2000 and 2014, can be extended to years before 2000 to reflect well-known evidence of
significantly higher smoking prevalence in earlier years. Public data on smoking prevalence
in Canada for years prior to 2000 is used to infer the SAF for earlier years, exploiting the fact
that the statistical model of the SAF identifies the role played by smoking prevalence and
allows one to apply counter-factual values for prevalence in a rigorous manner. The solid
black line in Figure 5 illustrates the effect of this adjustment for historical smoking
prevalence, with higher SAF values for earlier years consistent with “Mad Men” experience

4 In Figure 5 this date is literally January 1, 1996, for illustrative purposes. The actual calculations of the
Breach SAE account for the end-breach date being March 1, 1996.
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of heavy, general smoking in the 1950s and 1960s. For years beyond 2000 I assume the same
prevalence levels; allowing for plausible trend reductions in prevalence would not make a
significant difference to the final apportionment.

Second, I recognize that the legal breach is assumed to be defined between February
4, 1954 and March 1, 1996. The solid black line in Figure 5 reflects the assumption that
defendants are responsible for all smoking, whether it occurred within the breach period or
not. I refer to the solid black line as the Global SAF, to convey the sense that it reflects the
effects of all smoking, and not just smoking within the breach period. The Global SAF, and by
implication the Global SAE, has a well-defined role in the quantum calculations for litigation,
consistent with the statutes promulgated in each province to define the scope of the
litigation. But for present purposes I focus on the Breach Exposure SAF and Breach Exposure
SAE. Hence the dashed black line in Figure 5 shows the SAF attributable to smoking that
occurred within the breach period, and not to all smoking. 

The Breach Exposure SAF reflects several calculations. Intuitively, the dashed Breach
Exposure SAF line slowly rises from 0% in 1954 to the level of the Global SAF, around 1990,
because smokers who began smoking after 1954 constitute a larger and larger fraction of all
smokers. If smokers begin smoking in 1954 at 20, say, then in 1984 a (current or former)
smoker that is 50 years old would have experienced about 30 years of smoking history; in
1994 about 40 years of smoking history, and so on.5 By 1994 we have picked up most of the
smoking history after 1954 that drives the Global SAF, but it does take some decades to get
to that point. On the other side of the breach window, after March 1, 1996, we pick up the
effects of former smokers. I zero out any effects on expenditures, after March 1, 1996, of
current smokers, since their current smoking is after the end-breach date. But I know from
the CCHS data, as well as extensive medical evidence, that there are latent effects of
smoking for some years after someone quits. So that effect of smoking is what is being
picked up by the dashed Breach Exposure SAF after 1996, and which trails off to zero after
some decades.

The extent to which the Breach Exposure SAF falls below the Global SAF reflects
smoking behavior that is specific to each province or territory. Prior to 1996 it reflects the
ages at which smokers in those regions started smoking, and whether or not, and how soon,
they became former smokers rather than current smokers. After 1996 it reflects the number
of years earlier that former smokers had stopped smoking.

The same logic can be used to infer a Global SAF for Physicians that reflect historical
smoking prevalence as well as the effect of smoking during the breach period. Figure 6

5 The CCHS data provide information on the starting age of smoking for each respondent with a
smoking history, and it is generally younger than age 20.
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shows the Global SAF and Breach Exposure SAF for Physicians in each province or territory.

The SAF for Prescription Drugs is based on survey responses in the NPHS, which was
a precursor to the CCHS and asked virtually the same questions about smoking history. The
survey responses refer to the number of different drugs taken in the past two days, so is a
utilization SAF.6 There are no questions in the CCHS on Prescription Drug use, or any medical
drug use. The survey data in the NPHS refers to 1994, 1996 and 1998, with the majority of
respondents from 1996. The sample sizes for each province are not sufficient to reliably
estimate a Drugs SAF at that level, so I use a national Drugs SAF. The estimated SAF is 13.2%,
with a 95% confidence interval between 11.0% and 15.3%. Again, the fact that the lower bound
of the 95% confidence interval is greater than zero informs us that the SAE associated with
Prescription Drug expenditures is statistically significantly positive.

These estimates, for 1994 through 1998, are adjusted to reflect different levels of
smoking prevalence back to 1954 and forward to 2014, in the same manner as the
adjustments to the CCHS-based Hospital and Physician SAF estimates. The historical Drugs
SAF ranges between 16.5% in the 1950s to 12.5% in 2014.

This SAF can be validated in two ways. First, a Drugs SAF can be estimated for the
United States, which obviously has a very different health system than Canada. The Medical
Expenditure Panel Survey (MEPS) has data comparable to the data used from CCHS, but
with the benefit of including expenditures for prescription drugs.7 Using data from the MEPS
between 1996 and 2008, the estimated Drugs SAF is 5.9% with a 95% confidence interval
between 4.3% and 7.4%. Second, research undertaken for the New Brunswick and British
Columbia litigation, conducted in Research Data Centers of Statistics Canada because of the
confidential nature of the data, validated these estimates for those provinces against actual,
administrative data on provincial payments for prescription drugs.8 In New Brunswick, for
example, the Prescription Drugs SAF using actual payments by the province exceeded 20%,
with the preferred estimate being 21.0% with a 95% confidence interval between 13.7% and
28.2%.

A SAF for “Other” health care expenditures has been obtained from CCHS responses

6 The precise question is, “In the last two days, how many different medications did you take?” This
comes in the survey after a long series of specific questions about things such as diet pills, birth control pills,
laxatives, and so on. Hence it is not limited to prescription drugs.

7 A distinction between expenditures and charges is of great importance in the United States. Charges
are the phony price that health care providers list on bills, and expenditures are what the patient actually pays.
All of the major health insurance schemes in the United States, which span private and public schemes,
negotiate their own prices in relation to the phony price. Hence the SAF defined over expenditures reflects
those negotiated prices.

8 It was also possible to filter out drugs that were for the treatment of mental health diagnoses.
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to questions about the number of consultations with certain health professionals other than
medical doctors. Specifically, for most survey years,9 questions were asked about the
number of consultations, defined as a visit or phone conversation, in the past year with a
nurse, a chiropractor, a physiotherapist, or a speech, audiology or occupational therapist. I
exclude consultations with psychologists, social workers, or counselors.

The “Other” SAF estimate for Canada is 2.1%, with a 95% confidence interval between
0.8% and 3.4%. In the time available it was not possible to estimate this SAF at the level of the
province or territory.10 Nor was there time to adjust it for higher smoking prevalence in years
before 2000, resulting in the use of a conservative “Other” SAF for the breach period.

The Breach Exposure SAF correctly reflects the medical and physiological fact that
even if all cigarettes vanished from Canada tomorrow, there would still be former smokers
clinically presenting for Hospital and/or Physician services tomorrow, the day after that, and
likely for some years into the future. With the rich data in the CCHS on smoking history, I can
put some numerical values to these facts, as shown in Figures 5 and 6 after 1996.

III. Smoking Attributable Expenditures (SAE)

In order to infer the SAE after 1996, I need to know health care expenditures after
1996. Since 1996 is such an early year for an end-breach calculation, I have the benefit of
having observed actual health expenditures between 1997 and 2019, and hence the Global
SAE associated with those health care expenditures. Beyond 2019 I extrapolate based on a
simple statistical model of trends prior to 2019. This extrapolation is illustrated in Figure 7 for
each province or territory.

The solid dots in Figure 7 reflect actual, observed data on SAE. The vertical dashed
line shows the point at which future extrapolation starts. The solid line, running “more or
less” through the actual, observed data prior to 2020, and extending beyond 2020, is the
prediction of the statistical model used for extrapolating beyond 2020. The “more or less”
here is the usual statistical sampling error, but one can see that the trend is easy to predict
and the sampling error is small (by comparison to many other macroeconomic variables).

This Baseline Projection just assumes that there is no reason to expect the recent
historical trend to suddenly drop to zero. Having said that, an alternative, dramatically

9 These questions were not asked in survey years 2011, 2012 and 2013.
10 Coverage by provincial health care schemes varies, in ways that could in principle be accounted for.

For example, the services of chiropractors was covered in Ontario until 2004, but not after that; they are
covered up to a certain number of visits in Alberta; and have never been covered in New Brunswick. And many
provinces cover certain health care services for the elderly or very poor, but not for the general population.
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conservative, assumption is that the SAE “flatlines” after 2019, at the 2019 levels. In the end,
I show that this Flatline Projection generates comparable aggregate SAE and apportionment
shares.

I now have all of the ingredients to calculate the Breach Exposure SAE, displayed in
Figure 8. The solid line shows the SAE using the Global SAF, with the cumulative SAE value
shown in the box in the top left corner. The dashed line shows the Breach Exposure SAE
using the Breach Exposure SAF, again with the cumulative Breach Exposure SAE value
shown in the box in the top left corner.

IV. Present Value of Health Care Cost Expenditures

Each of these SAE are presented and displayed in nominal or historical dollars, and
must be converted into present value 2020 dollars. To undertake this conversion Canadian
interest rates, reflecting longer-term borrowing, were used. Attachment B documents the
source of these interest rates, which were obtained from the International Monetary Fund
and the OECD. The figure below shows these interest rates over the 1954 to 2020 period
(using the vertical axis on the right for the values of the interest rate). The relatively high
interest rates of the 1970s, 1980s and 1990s is clearly displayed, and take on some
importance when recalling the significant growth in public health expenditures during the
1980s and 1990s (see Figure 1). 

Given these interest rates, I can calculate the implied Compound Interest Multiplier11

that is used to convert historical dollars to present value 2020 dollars. By definition this
multiplier is 1 for current 2020 dollars, and larger than 1 for historical dollars for previous
years. The figure below shows that the multiplier is very large for historical dollars as far
back as 1954, as one would expect. 

When discounting future dollars, between 2021 and 2050, back to 2020 dollars, the
multiplier is less than 1. I assume that existing borrowing rates in 2020 persist into the future,
and calculate the discount factor accordingly.

The final line in the box in the top left corner of Figure 9 shows the cumulative
Breach Exposure SEA in present value 2020 dollars, applying these multipliers.

11 Also generally called a Discount Factor in economics and finance.
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It is possible to collate the cumulative Breach Exposure SAE in present 2020 dollars
across all provinces and territories, and this is what Figure 9 does. The totals for each
province or territory are displayed above the appropriate bar, and are the same values listed
numerically in Figure 8. The aggregate cumulative Breach Exposure SAE, across all provinces
and territories, is displayed in the top right corner. This national total is $643.5 billion.

Converting the Breach Exposure SAE in Figure 9 into shares is a simple matter, but
obviously central to the goal of apportionment across provinces and territories. This is what
Figure 10 does, again with the percent share displayed above the appropriate bar. 

The significant growth in future Global SAE displayed in Figure 8 could give the
impression that the statistical extrapolation behind it, documented in Figure 7, might be
driving the Breach Exposure SAE.  In fact, it is not. The Breach Exposure SAF for Hospitals
declines sharply after the end-breach date: see Figure 5. Similarly, the Breach Exposure SAF
for Physicians declines steadily after the end-breach date: see Figure 6. The combination of
these declines leads to a persistent decline in the Breach Exposure SAE after the end-breach
date: compare the dashed Breach Exposure line in Figure 8 with the solid Global SAE line in
Figure 8. Thus the growth in Global SAE is largely offset by the reduction in the fraction of
the SAE that is attributable to the breach period exposure. Moreover, the Compound
Interest Multiplier is below 1 after 2020, by definition, and declining further with every extra
year into the future.

A direct way to see this logic is to assume that there is no growth whatsoever in
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public health expenditures after 2020, hence no growth in the Global SAE after 2020. In
Figure 7 this would mean that the solid line after 2020 is horizontal, rather than steadily
increasing. Working through all of the calculations with this Flatline Projection generates the
apportionment and aggregate Breach Exposure SAE shown in Figure 11. The aggregate
Breach Exposure SAE is $638.6 billion over all provinces and territories, which is just slightly
smaller than the $643.5 billion for the Baseline Projection (from Figures 9 and 10).

V. Nicotine Dependence

An additional source of SAE attributable to breach exposure between January 4, 1954
and March 1, 1996 derives from the effect that the exposure has by making individuals
nicotine dependent. This is a well-studied effect of exposure to cigarettes. There are also
good data on the connection between the characterization of someone being nicotine
dependent and the number of years since the onset of smoking. Figure 12 displays the best-
available, recent data on this dependence, using methods employed by me in “Behavioral
Responses to Surveys About Nicotine Dependence,” Health Economics, 26, 2017, 114-123. The
long-term dependence illustrated here is not surprising, given the knowledge of the effects
of nicotine.

The formal definition of nicotine dependence only applies if someone is a current
daily smoker, so the SAF applicable in this case is the one appropriate for that sub-sample of
smokers, and they are only a fraction of all smokers. Hence the implied SAF is much lower
than the regular SAF for all smokers.12 But, as Figure 12 shows, the longevity of dependence
means that this can be a significant pathway to future SAE from past breach exposure.

The cumulative Breach Exposure SAE from nicotine dependence is collated for each
province and territory in Figure 13 and Figure 14. A major reason for some provinces or
territories to have larger or smaller shares in this instance is the relative growth the Global
SAE in recent years (recall Figure 7). If a province had a slower growth rate of public health
care expenditures than another province in recent years, this would mean that their
projected future SAE would be smaller, all else being equal.

12 For Saskatchewan the implied SAF for Hospitals by current daily smokers was +1.8%, with a 95%
confidence interval between -2.7% and +6.3%. So this SAF was conservatively set to zero for these calculations.
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VI. The Aggregate Quantum

 Figure 15 and Figure 16 add together the two pathways to Breach Exposure SAE: 

• the Breach Exposure SAE attributable to smoking between January 4, 1954 and
March 1, 1996 (Figures 9 and 10); and

• the Breach Exposure SAE attributable to smoking after 1996 by current smokers who
became nicotine dependent because of the breach exposure between January 4,
1954 and March 1, 1996 (Figures 13 and 14).

The aggregate quantum over all provinces and territories is calculated to be $944.5 billion in
present value 2020 dollars. This aggregate includes $643.5 billi0n attributable to smoking
and expenditures between January 4, 1954 and March 1, 1996: Figure 10 displays the shares
for this pathway for the SAE. The aggregate also includes $301.0 billi0n attributable to
smoking and expenditures after March 1, 1996 that are due to nicotine dependence from
smoking prior to 1996: Figure 14 displays the shares for this pathway for the SAE. The
aggregate $944.5 billion is the sum of $643.5 billion and $301.0 billion. Figure 15 displays the
aggregate SAE for each province and territory, and Figure 16 the implied percent shares.

Only one decimal point is used in the displays in Figures 15 and 16, and with such large
amounts of money the decimals can matter, particularly for smaller provinces and the
territories. Hence Table 1 below displays these values numerically with more precision.

Finally, to get some perspective it is worth returning to the totals for 2019 and 1954-
2020 from Figure 1, over all provinces and territories, and comparing these to the SAE. For
simplicity, just focus on the historical health care expenditures and the Global SAE. Recall
that for 2019 total expenditures were $143.8 billion in historical dollars and $150.6 billion in
2020 dollars. The corresponding Global SAE were $18.5 billion and $19.2 billion, respectively,
for an implied overall SAF of 12.9% and 12.9%. And for the 1954-2020 period total expenditures
were $2,773 billion in historical dollars and $6,556 billion in 2020 dollars. The corresponding
Global SAE were $381.1 billion and $958.2 billion, respectively, for an implied overall SAF of
13.7% and 14.6%.
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Table 1: Numerical Values for Apportionment Calculations

Province or Territory Abbreviation Quantum in $ billions Percent Share

British Columbia BC 136.681 14.4710

Alberta AB 119.266 12.6272

Saskatchewan SK 27.190 2.8787

Manitoba MB 42.741 4.5252

Ontario ON 271.796 28.7761

Quebec QC 253.365 26.8248

New Brunswick NB 22.779 2.4117

Nova Scotia NS 29.979 3.1740

Prince Edward Island PE 6.239 0.6605

Newfoundland & Labrador NL 20.280 2.1471

Yukon YT 3.753 0.3973

Northwest Territories NT 6.866 0.7269

Nunavut NU 3.584 0.3795

NATIONAL 944.519 100.0000%

Note: these numbers correspond to those displayed and defined formally in Figure 15 and
Figure 16.
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Attachment A: Documentation of Expenditures Data

All data reflect public information and can be found online or in the respective
provincial legislative libraries.

In order to categorize public expenditures in healthcare for each province, a detailed
review of the line items contained in the public accounts, and corresponding Annual Reports
of the appropriate Ministry or Department, was undertaken. For the purposes of this report,
expenses were categorized as one of Hospital Expenditures or Physician Expenditures.
When facility-based Mental Health services and Long-term Care were provided by the
Ministry of Health, they were included in the Hospital category.  Prescription Drug
Expenditures and “Other” Health Expenditures were itemized separate from Hospital and
Physician Expenditures and are excluded from this analysis, although some overlap between
the categories likely exists. For example, Drugs administered in hospitals are frequently
captured by Hospital Expenditures line items, as are emergency room or in-hospital
Physicians Expenditures.

Detailed displays of the expenditures are provided in Figures 1 and 2 in the
attachments for each Province or Territory.
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Attachment B: Documentation of Interest Rates Data

The borrowing rates used for determining current dollar values are obtained from
publicly available data for Canada published by the International Monetary Fund and the
OECD. These data can be found at the following URLs:

https://fred.stlouisfed.org/series/INTGSTCAM193N (Treasury Bills; 1950 - 2017)
https://fred.stlouisfed.org/series/IRLTLT01CAM156N (10-Year Bonds; 1960 - 2019)

From 1983 to 2019, I use the “Long-Term Government Bond Yields: 10-year: Main (Including
Benchmark) for Canada, Percent, Monthly, Not Seasonally Adjusted” series, the latter of the
two links listed above. These data are reported on a monthly basis and were converted to
annual rates, by fiscal year, by taking an arithmetic average of the twelve monthly rates from
April through March. The 2019 rate is used for discounting future smoking attributable
expenditures. All rates are lagged one year such that the actual rate for 2019 is recorded as
FY2018 in Table B1. This facilitates establishing 2019 as the base year and calculating the
corresponding current dollar values correctly.

Table B1: Lagged Canadian Borrowing Rates 1983-2023

FY Ending Interest Rate

1983 11.60263

1984 12.62579

1985 10.41108

1986 8.783708

1987 9.742958

1988 10.04425

1989 9.7625

1990 10.61108

1991 9.134458

1992 7.911375

1993 7.027833

1994 8.857516

1995 7.750209

1996 7.023376

1997 5.871908

1998 5.201485

1999 5.838385

2000 5.699718

2001 5.495409

2002 5.177517

2003 4.671142
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2004 4.54007

2005 4.031507

2006 4.199304

2007 4.16243

2008 3.401286

2009 3.375644

2010 3.196621

2011 2.463947

2012 1.843655

2013 2.400094

2014 1.974012

2015 1.465372

2016 1.37577

2017 1.914663

2018 2.183114

2019 0

2020 2.183114

2021 2.183114

2022 2.183114

2023 2.183114
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Attachment C: Documentation of the Public CCHS Database

The Canadian Community Health Survey (CCHS) is conducted by Statistics Canada,
and began in 2000. It originally consisted of two cross-sectional surveys conducted over a
two-year repeating cycle. The first survey was designed to collect data from a sample of
more than 125,000 respondents to provide information on a wide variety of topics such as
health status, health care utilization and determinants of health. The second survey
collected data from a smaller sample of approximately 30,000 respondents, and provided
information to provinces on a specific health topic, such as mental health or nutrition. The
first, general, survey is referred to as “cycle 1,” and the second, specific survey as “cycle 2.”
Cycle 1.1 was collected in 2000/2001, cycle 2.1 in 2003, and cycle 3.1 in 2005. From 2007 on, the
general surveys were collected annually. The variable names vary slightly from year to year,
although the definitions usually stay constant.

Documentation on the CCHS is provided through Statistics Canada, and can be
accessed via online links to their website. For example, the websites

Cycle 1.1: http://www.statcan.gc.ca/concepts/health-sante/index-eng.htm
Cycle 2.1: http://www.statcan.gc.ca/concepts/health-sante/cycle2_1/index-eng.htm
Cycle 3.1: http://www.statcan.gc.ca/concepts/health-sante/cycle3_1/index-eng.htm

provides documentation and links for the first three cycles, and

www.statcan.gc.ca/imdb-bmdi/3226-eng.htm

provides documentation for the latest CCHS 2014 survey. Data files may be obtained directly
from Statistics Canada, via links provided on these websites.

Sample sizes for Canada were roughly 130,000 in 2000/2001, 2003, 20005 and
2007/2008, and roughly 63,000 in 2009, 2010, 2011, 2012, 2013 and 2014. For Canada as a
whole the CCHS sample between 2000 and 2014 was 906,443. 

Sample sizes in each province are designed to allow inferences to be made at the
provincial and “regional health region” level within provinces. Using British Columbia as an
example, the CCHS collected responses from around 15,500 to 18,300 residents of British
Columbia in each survey between 2000/2001 and 2007/2008, and around 7,600 for each
survey since 2009. For CCHS survey years 2000/1, 2003, 2005, 2007/8, 2009, 2010, 2011, 2012,
2013 and 2014 respectively, the CCHS sample in British Columbia consisted of 18301, 16058,
15407, 15903, 7599, 7751, 7896, 7517, 7710 and 7703  individuals, for a total sample of 111,846.
Using New Brunswick as another example, for CCHS survey years 2000/1, 2003, 2005, 2007/8,
2009, 2010, 2011, 2012, 2013 and 2014, respectively, the CCHS sample in New Brunswick
consisted of 4,996, 4,929, 5,100, 5,509, 2,486, 2,429, 2,329, 2,457, 2,501 and 2,459 individuals,
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for a total sample of 35,195.

The sample sizes for Canada are very large for the statistical objective here, a
quantitative characterization of the smoking attributable fraction. The sample sizes for each
of the individual Provinces and Territories are also large for the same purpose. However,
these sample sizes are slightly larger than those that can be used in certain statistical models
that contain covariates. One reason that there may be some missing data for some
respondents. There are various formal ways to handle this issue of “missing data,” but the
problem is not severe for these samples. Another reason for smaller samples in the
statistical model compared to the original CCHS sample is that the CCHS sample included
children and teenagers from the ages of 12 and up. I restrict my statistical analysis to those
15 or over, dropping roughly 4% of the sample.

The sample frame is described in Statistics Canada [2010; p. 4] as follows, referring to
the 2010 CCHS survey:

The CCHS data is always collected from persons aged 12 and over living in private
dwellings in the 117 health regions covering all provinces and territories. Excluded
from the sampling frame are individuals living on Indian Reserves and on Crown
Lands, institutional residents, full-time members of the Canadian Forces, and
residents of certain remote regions. The CCHS covers approximately 98% of the
Canadian population aged 12 and over.

Thus the CCHS provides a representative sample of the Canadian population over 12, with
the exclusions noted.

The Public CCHS data I use comes from the Public Use Microdata File (PUMF). This is
an edited version of the detailed CCHS data that is collected, to ensure confidentiality of
respondents. The CCHS data provided to each of the provincial health authorities contains
much more detailed information on individual respondents than provided in the PUMF, and
is referred to as the Share File. Recent changes in policy with respect to the distribution of
the PUMF version of the CCHS files allows them to be made available.

The Public CCHS data are converted into the variables used in the statistical model
explained in Attachment D. To illustrate for cycle 3.1, referring to survey year 2005, consider
the variable that measures whether the respondent has ever smoked 100 cigarettes in their
life. This variable is originally coded as SMKC_01A, and contains the following data for
Canada as a whole:
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 Smoked 100 or |
          more |
  cigarettes - |
          life |      Freq.     Percent        Cum.
---------------+-----------------------------------
           YES |     66,504       50.30       50.30
            NO |     65,185       49.30       99.60
    DON'T KNOW |        278        0.21       99.81
       REFUSAL |        254        0.19      100.00
---------------+-----------------------------------
         Total |    132,221      100.00

In the Data Dictionary provided with these data, one finds the documentation in
Figure C1 for this variable. Thus one can see that the original CCHS question was named
SMK_Q201A, that the actual question asked was “In your lifetime, have you smoked a total
of 100 or more cigarettes (about 4 packs)?,” that it was asked of all respondents and not a
selected sample, and how to interpret the numeric data provided. Of the national sample of
132,221, representing a population of 27,126,165, there were 66,504 respondents that said
“yes,” 65,185 that said “no,” 278 that did not recall, and 254 that declined to answer. In this
instance I created a variable called smoke100 that was set to 0 for those coded here as 2,
equal to 1 for those coded here as 0, and set to “missing” for those coded here as 7 or 8.

Figure C1: Extract from CCHS Documentation
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The tabulation I generated had “labels” associated with these numbers, and displayed them
for ease of interpretation. In my model a variable that is set to missing is normally dropped
from the analysis, and the entire record for that subject dropped. Thus, the variable
smoke100, which appears in the statistical model in Attachment D, contains these data:

 Smoked 100 or |
          more |
  cigarettes - |
          life |      Freq.     Percent        Cum.
---------------+-----------------------------------
             0 |     65,185       49.30       49.30
             1 |     66,504       50.30       99.60
             . |        532        0.40      100.00
---------------+-----------------------------------
         Total |    132,221      100.00

The variables constructed from the Public CCHS data are listed here, and used in the
statistical models documented in Attachment D:

variable name   type   format      label      variable label
-------------------------------------------------------------------------------

hospdays        byte   %8.0g       HCUAG01A   No./nights as patient - (G)
medcons         byte   %8.0g       LABL       No. of consultations/med. doctors - (G)

smoke100        byte   %8.0g       LABA       Smoked >=100 cigarettes
smokgr1         byte   %9.0g                  Smokes daily or occasionally
smokgr2         byte   %9.0g                  Former smoker
cigprday        byte   %8.0g       LABB       # cigarettes per day (daily smoker)
cigdaysq        int    %9.0g                  Cigprday squared
cigoccas        byte   %8.0g       LABB       # cigarettes per day (occasional smoker)
cigoccsq        int    %9.0g                  Cigoccas squared
cigforme        byte   %8.0g       LABB       # cigarettes per day (former daily)
cigforsq        int    %9.0g                  Cigforme squared
smokyear        byte   %8.0g       LABQ       Number of years smoked - (D)
smokyrsq        int    %9.0g                  Smokyear squared

agegr3          byte   %8.0g                  Aged 20 to 24 years
agegr4          byte   %8.0g                  Aged 25 to 29 years
agegr5          byte   %8.0g                  Aged 30 to 34 years
agegr6          byte   %8.0g                  Aged 35 to 39 years
agegr7          byte   %8.0g                  Aged 40 to 44 years
agegr8          byte   %8.0g                  Aged 45 to 49 years
agegr9          byte   %8.0g                  Aged 50 to 54 years
agegr10         byte   %8.0g                  Aged 55 to 59 years
agegr11         byte   %8.0g                  Aged 60 to 64 years
agegr12         byte   %8.0g                  Aged 65 to 69 years
agegr13         byte   %8.0g                  Aged 70 to 74 years
agegr14         byte   %8.0g                  Aged 75 to 79 years
agegr15         byte   %8.0g                  Aged 80 or older
male            byte   %9.0g                  Male
spouse          byte   %9.0g                  Married or common-law
incomgr2        byte   %9.0g                  Income between $15,000 and $29,999
incomgr3        byte   %9.0g                  Income between $30,000 and $49,999
incomgr4        byte   %9.0g                  Income between $50,000 and $79,999
incomgr5        byte   %9.0g                  Income more than $80,000
educagr2        byte   %9.0g                  Secondary school graduation
educagr3        byte   %9.0g                  Some post-secondary education
educagr4        byte   %9.0g                  Post-secondary graduation
bmi             double %10.0g      LABI       Body Mass Index - (D, G)
bmisq           float  %9.0g                  BMI squared
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doctor          byte   %8.0g       LABA       Has regular medical doctor

drnkreg         byte   %9.0g                  Regular drinker
drnkocc         byte   %9.0g                  Occasional drinker
drnkfor         byte   %9.0g                  Former drinker
drnkgr2         byte   %9.0g                  2 to 5 drinks weekly
drnkgr3         byte   %9.0g                  6 to 9 drinks weekly
drnkgr4         byte   %9.0g                  10 to 13 drinks weekly
drnkgr5         byte   %9.0g                  14 to 17 drinks weekly
drnkgr6         byte   %9.0g                  18 to 21 drinks weekly
drnkgr7         byte   %9.0g                  22 or more drinks weekly

The first two variables are the “left hand side” dependent variables to be modeled with the
CCHS data. The second block is the set of variables characterizing smoking behavior. The
third block is the set of core socio-demographic variables. The fourth block is a set of alcohol
consumption variables.

Reference

Statistics Canada, Canadian Community Health Survey (CCHS) Annual Component: User Guide
2009 and 2009-2010 Microdata Files, June 2011.
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Attachment D: Documentation of the SAF Calculations

The objective of the statistical analysis presented here is to characterize the effect of
smoking on utilization of medical services, and to control for other factors which might
cause differences between the use of medical services by smokers and non-smokers, to the
extent possible using the available data.

Arithmetic, Statistics and the SAF

For explanatory purposes it may be useful to start with some arithmetic based on the
Public CCHS data, and then see how the calculations change when one allows for some of
the obvious factors. It will then be possible to see:

• that there is nothing assumed in the statistical model about the SAF being positive,
and that finding a positive SAF in the estimates is because the positive effect of
smoking on medical utilization is “in the data,”

• that the simple arithmetic is quite consistent with the statistical claim, and the
epidemiological conclusion, that there is a positive SAF;

• that the full-blown statistical analysis is just an extension of the arithmetic that allows
one to control for some obvious factors.

The overall goal is to show that the careful statistical analysis used in the report is just a
more elaborate version of some simple arithmetic.

What is the Simple Arithmetic SAF?

The Simple Arithmetic SAF will be calculated for the Public CCHS sample of
respondents between 2000 and 2010.  First, calculate the (unweighted) average number of
hospital days in the past year for the individuals that are non-smokers. For expository
purposes I use here a simple dichotomy of “smoker” and “non-smoker,” defined
immediately below. The full statistical analysis takes into account several aspects of the
smoking history of the individual, as discussed later. Second, do the same for all individuals,
whether or not they are smokers. Third, take the difference between these numbers, to get
the difference between the average number of hospital days and the average number of
hospital days by non-smokers. Fourth, divide this difference by the average number of
hospital days for all individuals, and express it as a percentage. This last step allows one to
simply multiply the SAF by Hospital Expenditures to calculate back the excess expenditures
due to smoking.

To take a specific numerical example, using some real numbers which are drawn from
the Public CCHS database for British Columbia:
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1. Calculate the average number of hospital days for individuals in the CCHS who say
that they have never smoked: 0.46.

2. Calculate the average number of hospital days for all individuals in the CCHS,
including smokers and non-smokers: 0.60.

3. Subtract the first number from the second to get the difference between the
average number of hospital days of smokers and non-smokers and the number of
hospital days of non-smokers: 0.60 - 0.46 = 0.14.

4. Divide this excess number of hospital days by the average number of hospital days,
0.60, and express as a percentage: 0.14  ÷ 0.60 = 0.233, and then I get 100 × 0.233 =
23.3%.

So the Simple Arithmetic SAF here is 23.3%. Note for future reference that the average
number of hospital days for individuals who have ever smoked is 0.72.  Hence the difference
in the average number of hospital days of smokers and non-smokers is 0.26 = 0.72 - 0.46.
This difference is used below, when relating this arithmetic to the statistical approach.

The overall average number of hospital days with smokers and non-smokers is 0.60,
with smokers having an average of 0.72 and non-smokers having an average of 0.46, as
noted above. The overall average is a weighted average of the 0.72 and 0.46 values, where
the weight is the fraction of smokers in the population. Hence the Arithmetic SAF implicitly
reflects information on smoking prevalence.

Apples and Oranges, and Where Statistics Comes In

 The main problem with the Simple Arithmetic SAF is that I am really comparing
apples and oranges when I undertake the above comparisons. What happens when one
refines this arithmetic a bit to allow for some of the other factors that might be affecting the
average number of hospital days listed above?

Consider age differences.  The average age of the “non-smoking” person in the
above comparison was 45.2 years, but the average age of the “smoking” person was 51.2
years. So the average smoker was 6 years older than the average non-smoker. If one
intuitively expects that older people are more likely to have higher medical utilization, all
other things being equal, then it is possible that some of the difference in medical utilization
due to age is masking the difference due to smoking. In other words, one would expect the
“smoking” group to have more hospital days just because they are older, quite apart from
the effect that they are smokers. In fact, this difference in age between smokers and non-
smokers is entirely due to the broader definition of a smoker used here, to include current
and former smokers. If one uses a more narrow definition, in terms of current smokers or
others, the average age of smokers in British Columbia is several years less than others. The
full statistical model includes allowances for these nuances in the interpretation of smoking
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history.

This difference in age of the average smoker and non-smoker, using the broader
definition of smoking, enables one to see the error of just relying on the Simple Arithmetic
SAF.  It is as if one were comparing the average medical utilization of a youthful non-smoker
and a geriatric smoker, and claiming that the difference in utilization is solely due to whether
they currently smoke.

Controlling for Other Factors

To see how one uses statistics to control for factors other than smoking, one can
start by demonstrating how statistical methods can be used to get the same answers that I
obtained above when only looking at smoking.  Although this may not seem like progress, it
provides an important check that the statistical methods are not doing anything that plain
old arithmetic cannot do, at least in the simplest possible case.

Let an individual’s number of hospital days be referred to as Y, and let the variable
SMOKE tells us if that person is a “non-smoking” person (if SMOKE =  0) or a “smoking” person
(if SMOKE = 1). Then I can write out the following equation

Y = á + â SMOKE

to represent how I explain the number of hospital days and the effect on it of smoking. This
just says in words that the number of hospital days is predicted to be equal to some
constant á plus some coefficient â multiplied by the variable SMOKE.

Continuing with the earlier example, I use “ordinary least squares” regression to
estimate that

Y = 0.46 + (0.26 × SMOKE)

for the sample of individuals in the CCHS database. This says that the average number of
hospital days for a non-smoker was 0.46, since if someone is a non-smoker I know that
SMOKE = 0 and so the equation just becomes

Y = 0.46 + (0.26 × 0) = 0.46.

If the person smokes, then SMOKE = 1, and the average number of hospital days would be

Y = 0.46 + (0.26 × 1) = 0.72,
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or 0.26 higher on average.  These are exactly the same 0.46, 0.72 and 0.26 noted earlier. So
this statistical approach is just a more general way of doing the arithmetic I was doing
earlier, and allows us to quickly see what the excess number of hospital days are when
someone is a smoker.

If this gives the same answer, why bother with the equation and the statistics?
Because this statistical approach can be extended to include the other factors that might
confound inferences about the effect of smoking on number of hospital days, whereas the
simple arithmetic approach cannot.

To include age, for example, extend the general equation as follows:

Y = á + â SMOKE + ã AGE

where AGE gives the age of the individual in years and ã is just another coefficient to be
calculated. In the Public CCHS database I only know age in intervals of 5 years for most
people, but one can take midpoints of those intervals and use that for present purposes. The
coefficient ã multiplies AGE, just like the coefficient â multiplies SMOKE. When one uses the
computer to estimate this equation I get

Y = -0.35 + (0.149 × SMOKE) + (0.018 × AGE).

This equation can be read much as the last one, except that now the coefficients have
changed on the constant term and the SMOKE variable. Once I allow for the age of the
person, the excess number of hospital days due to their smoking is found to be 0.15 (.
0.149) instead of 0.26 in the previous equation.

Why did the excess number of hospital days due to smoking go down when I added
in AGE? Precisely because of the simple logic mentioned earlier: the “smoking” residents of
British Columbia were on average older than the “non-smoking” residents, and so what I
was previously picking up when I included SMOKE and did not include AGE was an age-effect
as well as a smoking-effect. And the age effect must have been exacerbating the smoking
effect, since older individuals are more likely on average to have more number of hospital
days, as one might expect on common sense grounds. In fact, this last equation tells us that
every year of age causes the number of hospital days to go up by 0.018 on average for every
extra year older, confirming that intuition.

By using statistics, it is as if one can now compare the average number of hospital
days of a middle-aged smoker and a middle-aged non-smoker.  Hence one is better able to
see the pure effect of smoking on the number of hospital days. In this simple example, the
average number of hospital days for the typical 43 year old smoker are 0.15 higher than the
average number of hospital days for a 43 year old non-smoker.
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When I use the appropriate “hurdle model” and statistical estimation procedure,
discussed in the next section of this attachment, I estimate the following SAF and
decomposition when I only allow for smoking:

    hospdays |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
        psML |   .0875537   .0010233    85.56   0.000      .085548    .0895593
       pnsML |   .0733921   .0013452    54.56   0.000     .0707554    .0760287
     pdiffML |   .0141616   .0009153    15.47   0.000     .0123677    .0159555

      totsML |   6.682683   .0990329    67.48   0.000     6.488582    6.876784
     totnsML |   6.333212    .153428    41.28   0.000     6.032499    6.633926
   totdiffML |   .3494702   .1017986     3.43   0.001     .1499486    .5489918

       saf_h |    .205584   .0163153    12.60   0.000     .1736066    .2375615
------------------------------------------------------------------------------

The SAF is estimated here to be 20.6%, close to the 23.3% calculated above. The smokers in
this under-specified model do have a higher likelihood of having a hospitalization (0.0142 =
0.0875 - 0.0734), and when in hospital they spend more days there (0.350 = 6.683 - 6.333). 

And when I extend the hurdle model to include age I obtain

    hospdays |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
        psML |   .0852855    .001022    83.45   0.000     .0832824    .0872885
       pnsML |   .0742471   .0013686    54.25   0.000     .0715647    .0769295
     pdiffML |   .0110383   .0009378    11.77   0.000     .0092003    .0128764

      totsML |   6.211081   .0993988    62.49   0.000     6.016263    6.405899
     totnsML |   6.009439   .1502649    39.99   0.000     5.714925    6.303952
   totdiffML |   .2016428    .099377     2.03   0.042     .0068675    .3964181

       saf_h |   .1576911   .0176244     8.95   0.000     .1231478    .1922344
------------------------------------------------------------------------------

This shows that the SAF is now inferred to be 15.8%, that it has a 95% confidence interval
between 12.3% and 19.2%, and has virtually no statistical chance of being equal to 0. Once I
correct for the confounding effect of age, smokers are seen to have a higher probability of a
hospitalization (+0.011) and to spend more days in hospital when admitted (+0.202).

This example also illustrates that controlling for other factors than smoking can
sensibly result in a lower SAF estimate. Adding statistical controls does not always reduce
the smoking attributable fraction. If I repeated the same calculation for most other Canadian
provinces, or for Canada as a whole, then adding a statistical control for age would lead to
an increase in the SAF estimate.

What is really useful about the statistical approach is that one can keep adding
pertinent variables to correct for other things, apart from smoking, that might be affecting
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the number of hospital days. It is then possible to see what effect things other than age
might have had.

When I control for both age and gender at the same time, I estimate this equation:

Y = á + â SMOKE + ã AGE + ä GENDER,

where GENDER is coded as a 1 for men and 0 for women. Ordinary least squares regression
techniques estimate this equation as

Y = -0.33 + (0.153 × SMOKE) + (0.018 × AGE) + ((-0.041) × GENDER)

so the excess number of hospital days due to smokers increases slightly from +0.149 to
+0.153 when I continue to allow for these “other factors.”

Essentially one just keeps adding other things in an attempt to control for as many
factors as possible. Although the effects of allowing for age and gender were to decrease
the SAF compared to having neither included, many of the factors I include increase the SAF. 
I just looked at these two factors as examples here since they are so widely used in the
public health field and are so obviously relevant.

Allowing for Smoking Intensity

Another advantage of the statistical approach is that one can take into account the
intensity of smoking. The CCHS database contains detailed information on smoking history
and intensity. This information leads to variables which can be included in the statistical
specification, just as age and gender were included above. In this manner the preferred
statistical model, described below, incorporates a great deal of information about the
smoking history of the individual.

Allowing for Interval Censoring

One of the features of the reports of open-ended questions in surveys is that the
responses are often classified into intervals. An example is the age of the respondent:
although this is asked about in years, and those responses are in the Master CCHS data for
2013/2014 in variable dhh_age, for confidentiality reasons they are reported in multi-year
intervals in the Public CCHS as variable dhhgage: 12 to 14, 15 to 17, 19 to 19, 20 to 24, and so
on up to 80 years or older. The first categories are referred to as “interval censored”
observations, and the last category is referred to as a “right censored” observation.

For our purposes an important example of an interval-censored variable is the
reported number of nights spent in hospital in the past 12 months. Whenever a responses
greater than 31 is received it is coded as a response of 31, and of course that fact is well
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documented in the CCHS. The same issue arises with the number of visits to a physician, but
is much less pronounced.

The Statistical Model for British Columbia

To illustrate the manner in which Full Information Maximum Likelihood (FIML)
estimates of the statistical model can be interpreted, consider again the estimation of a SAF
for hospital days using data for British Columbia from the Public CCHS, for all survey years
between 2000 and 2014. The dependent variable is the number of hospital days, and the
independent variables characterize smoking history and socio-demographic characteristics.
These variables were defined in Attachment D. The “hurdle model” assumes that there is
one statistical process governing whether an individual has any hospital visits or none, and
that there is another statistical process governing how many hospital days there are
conditional on there being any. The coefficient vector for the former process is referred to
below as “beta” and constitutes a “probit specification.” The coefficient vector for the
latter process is referred to below as “r” and constitutes a constrained “interval regression
specification.” The FIML model estimates are as follows, where the excluded observations in
the sub-population employed here are individuals under the age of 15:

Number of strata   =       140                 Number of obs     =      86,371
Number of PSUs     =    86,371                 Population size   =  24,889,922
                                               Subpop. no. obs   =      81,858
                                               Subpop. size      =  23,639,207
                                               Design df         =      86,231
                                               F(  36,  86196)   =       30.13
                                               Prob > F          =      0.0000

------------------------------------------------------------------------------
             |             Linearized
             |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
beta         |
    smoke100 |   -.138174   .1476737    -0.94   0.349    -.4276132    .1512652
     smokgr1 |   .4084913   .1496171     2.73   0.006     .1152431    .7017395
     smokgr2 |   .2607577   .1487717     1.75   0.080    -.0308336    .5523489
    cigprday |  -.0000982   .0076444    -0.01   0.990    -.0150811    .0148847
    cigdaysq |    .000114    .000166     0.69   0.493    -.0002115    .0004394
    cigoccas |   .0186452   .0318038     0.59   0.558    -.0436901    .0809804
    cigoccsq |  -.0010094   .0017931    -0.56   0.574    -.0045239    .0025052
    cigforme |   .0001681   .0028611     0.06   0.953    -.0054396    .0057758
    cigforsq |   .0001038   .0000486     2.13   0.033     8.41e-06    .0001991
    smokyear |   .0006361    .006704     0.09   0.924    -.0125037    .0137758
    smokyrsq |  -.0000218   .0001024    -0.21   0.832    -.0002225     .000179
      agegr3 |   .2969664   .0768418     3.86   0.000     .1463571    .4475757
      agegr4 |   .2777325   .0721988     3.85   0.000     .1362234    .4192416
      agegr5 |   .3697049    .074665     4.95   0.000      .223362    .5160477
      agegr6 |   .1845355   .0718316     2.57   0.010     .0437462    .3253249
      agegr7 |  -.0670616   .0732005    -0.92   0.360    -.2105339    .0764107
      agegr8 |  -.0338449   .0827994    -0.41   0.683    -.1961311    .1284413
      agegr9 |  -.0775986   .0746492    -1.04   0.299    -.2239104    .0687132
     agegr10 |   .0598408    .072924     0.82   0.412    -.0830897    .2027713
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     agegr11 |   .0737776   .0712321     1.04   0.300    -.0658368     .213392
     agegr12 |   .2706555    .080184     3.38   0.001     .1134955    .4278154
     agegr13 |   .3801939   .0733222     5.19   0.000      .236483    .5239049
     agegr14 |   .4590278    .070509     6.51   0.000     .3208307    .5972249
     agegr15 |   .6976365   .0674018    10.35   0.000     .5655296    .8297434
        male |  -.2313248   .0239201    -9.67   0.000     -.278208   -.1844416
      spouse |   .0943362   .0286762     3.29   0.001      .038131    .1505414
    incomgr2 |  -.1025398   .0351377    -2.92   0.004    -.1714095   -.0336701
    incomgr3 |  -.0922842   .0369631    -2.50   0.013    -.1647316   -.0198369
    incomgr4 |  -.1656335   .0372863    -4.44   0.000    -.2387144   -.0925527
    incomgr5 |  -.2273064   .0333183    -6.82   0.000    -.2926099   -.1620028
    educagr2 |  -.0920804   .0383767    -2.40   0.016    -.1672984   -.0168624
    educagr3 |  -.1062675   .0458784    -2.32   0.021    -.1961888   -.0163463
    educagr4 |  -.0902794   .0324786    -2.78   0.005    -.1539372   -.0266216
         bmi |  -.0131214   .0140113    -0.94   0.349    -.0405834    .0143405
       bmisq |   .0004596    .000235     1.96   0.050    -9.98e-07    .0009202
      doctor |   .4692542   .0432152    10.86   0.000     .3845529    .5539556
       _cons |  -1.866954   .2028552    -9.20   0.000    -2.264548    -1.46936
-------------+----------------------------------------------------------------
r            |
    smoke100 |   2.353791   1.358657     1.73   0.083     -.309165    5.016747
     smokgr1 |   1.064083   .9723977     1.09   0.274     -.841808    2.969974
     smokgr2 |  -3.201378   1.388852    -2.31   0.021    -5.923515   -.4792405
    cigprday |    .068639   .1094847     0.63   0.531    -.1459502    .2832281
    cigdaysq |   .0015064    .002397     0.63   0.530    -.0031917    .0062045
    cigoccas |  -1.084571   .4807039    -2.26   0.024    -2.026746   -.1423952
    cigoccsq |   .0426442   .0229381     1.86   0.063    -.0023142    .0876026
    cigforme |   .0897992   .0313695     2.86   0.004     .0283152    .1512832
    cigforsq |  -.0008861   .0004529    -1.96   0.050    -.0017738    1.72e-06
    smokyear |  -.2460234    .122885    -2.00   0.045     -.486877   -.0051699
    smokyrsq |   .0029822   .0017425     1.71   0.087    -.0004332    .0063975
      agegr3 |    -.27271   1.539432    -0.18   0.859    -3.289984    2.744564
      agegr4 |  -.6512396   1.572653    -0.41   0.679    -3.733627    2.431147
      agegr5 |  -.3195951   1.432176    -0.22   0.823    -3.126649    2.487459
      agegr6 |   .5044844   1.444801     0.35   0.727    -2.327313    3.336282
      agegr7 |   1.469679   1.622418     0.91   0.365    -1.710247    4.649605
      agegr8 |    .850261   1.474009     0.58   0.564    -2.038785    3.739307
      agegr9 |   1.339996   1.419313     0.94   0.345    -1.441844    4.121837
     agegr10 |   2.232656   1.452548     1.54   0.124    -.6143261    5.079639
     agegr11 |   1.401723   1.409509     0.99   0.320    -1.360902    4.164349
     agegr12 |   1.481328   1.475438     1.00   0.315    -1.410518    4.373174
     agegr13 |   2.685057   1.404185     1.91   0.056    -.0671326    5.437247
     agegr14 |   3.122598   1.388815     2.25   0.025     .4005326    5.844663
     agegr15 |   4.769218    1.33655     3.57   0.000     2.149592    7.388845
        male |   .4122818   .3582341     1.15   0.250    -.2898541    1.114418
      spouse |  -1.558004   .3725295    -4.18   0.000    -2.288158   -.8278489
    incomgr2 |  -.7201281   .4879522    -1.48   0.140     -1.67651     .236254
    incomgr3 |   -1.68871   .5151871    -3.28   0.001    -2.698472   -.6789475
    incomgr4 |  -.5619011   .6193079    -0.91   0.364    -1.775739    .6519372
    incomgr5 |  -2.072322   .4650263    -4.46   0.000     -2.98377   -1.160875
    educagr2 |     .77065   .5382048     1.43   0.152    -.2842268    1.825527
    educagr3 |   .5471378   .6554909     0.83   0.404    -.7376188    1.831894
    educagr4 |   -.105638   .3638981    -0.29   0.772    -.8188752    .6075991
         bmi |  -.3871845   .1748562    -2.21   0.027    -.7299012   -.0444678
       bmisq |   .0069683    .002812     2.48   0.013     .0014569    .0124797
      doctor |   1.254902   .6027146     2.08   0.037     .0735867    2.436218
       _cons |   10.11168    2.53769     3.98   0.000     5.137831    15.08553
-------------+----------------------------------------------------------------
sigma        |
       _cons |   1.995069   .0274741    72.62   0.000      1.94122    2.048918
------------------------------------------------------------------------------
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Some of the smoking variables are individually statistically significant for each process, as
shown by the p-values in the P>|z| column being less than some critical value, normally taken
to be 0.05, or 5%. On the other hand, some of the smoking variables are not individually
statistically significant, so one would want to then know if they are jointly statistically
significant. This is a simple matter to check with FIML estimates, and it turns out that these
variables are jointly significant for the first and second processes, each with a p-value less
than 0.0001.13

An immediate corollary of this type of FIML estimation is that one can infer the
estimated SAF and it’s statistical significance as well. Evaluating the SAF with the above
estimates at the sample means of all variables, I obtain these results:

    hospdays |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
   saf_all_h |    .215391   .0268034     8.04   0.000     .1628574    .2679246
------------------------------------------------------------------------------

The SAF is estimated to be 21.5% with a 95% confidence interval between 16.3% and 26.8%. A
test of the hypothesis that the SAF is not statistically significantly different from 0 can be
rejected with a p-value of less than 0.0001. It is also possible to decompose the positive SAF
into the two processes, leading to the following estimates of the levels and differences in
the probability of a hospital visit in the past year and the number of days of any
hospitalization:

    hospdays |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
        psML |   .0653775   .0015743    41.53   0.000     .0622918    .0684631
       pnsML |   .0536285   .0019472    27.54   0.000      .049812     .057445
     pdiffML |    .011749   .0011356    10.35   0.000     .0095233    .0139748

      totsML |   5.439496   .1806681    30.11   0.000     5.085393    5.793599
     totnsML |   5.201202   .2535666    20.51   0.000      4.70422    5.698183
   totdiffML |   .2382943   .1408752     1.69   0.091    -.0378159    .5144046
------------------------------------------------------------------------------

So we see that both processes are positively affected by smoking: on average, there is a 1.17
percentage point increase in hospitalizations, and the number of extra days is 0.239. The
former is statistically significantly different from 0, with 95% confidence intervals with lower

13 These two joint tests could have been undertaken with Limited Information Maximum Likelihood
(LIML) procedures, albeit with less statistical precision, but would leave one uncertain about the overall effect
of smoking variables on the entire two-process model. The LIML approach is to estimate one statistical model
for the process, and a separate statistical model for the second process. This is where the FIML estimation of
the same model allows one to directly answer the question of the overall significant of the estimated SAF, by
undertaking a joint significance test of the smoking variables across both processes. In this case the p-value has
a value less than 0.0001, implying that these smoking variables do significantly affect the overall two-stage
process.
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bounds well above zero; the latter is significantly different from zero at the (two-sided) 10%
level, but not at the (two-sided) 5% level. Of course, the statistical significance of the SAF is
an interaction of these two differences. So the fact that one of the two differences is not
statistically significant at the 5% level, even if it is statistically significant at the 10% level,
implies nothing necessarily about the statistical significance of the SAF.

Comparable FIML estimates for medical consultations leads to the following SAF
estimates

     medcons |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
   saf_all_m |   .0629943   .0076115     8.28   0.000      .048076    .0779125

        psML |   .8490344   .0023476   361.66   0.000     .8444331    .8536356
       pnsML |   .8381483   .0036545   229.35   0.000     .8309857    .8453109
     pdiffML |   .0108861   .0024229     4.49   0.000     .0061374    .0156348

      totsML |   4.839945    .038548   125.56   0.000     4.764392    4.915498
     totnsML |   4.594296   .0535312    85.82   0.000     4.489377    4.699215
   totdiffML |   .2456491   .0345118     7.12   0.000     .1780073     .313291
------------------------------------------------------------------------------

So we conclude that the SAF for physician visits is 6.3% with a 95% confidence interval
between 4.8% and 7.8%, that the SAF is again statistically significantly greater than zero, and
that each process contributes towards the positive SAF.

The CCHS surveys have weights that indicate how representative each survey
respondent is in terms of the target population. For instance, a weight of 10 would imply
that this person should be viewed as representing 9 additional Canadians, and a weight of
100 would imply that this person should be viewed as representing 99 additional Canadians.
These weights are derived by Statistics Canada using information from the census on the
detailed demographic mix of the population. The average survey weight over the entire
CCHS database is 264.8, and the range is between 1.07 and 26,332.6. The statistical models I
use allow one to include these survey weights in the estimation process, and for the effects
of these statistical weights to apply to the derived calculations such as those illustrated
above for the SAF estimate. I also recognize the stratification of the CCHS survey with
respect to provinces and health regions within provinces. Furthermore, the estimates for
British Columbia above are formally implemented by including the entire survey for Canada,
and recognizing British Columbia as a sub-population of Canada, to ensure that the complex
survey design for the nation is correctly characterized when estimating coefficients and
standard errors for British Columbia.

The concept of a “p-value” is explained earlier in this report. The concept of a
confidence interval tells us the range of estimates for which I can have 95% confidence in
them containing the true estimate of the SAF. This degree of confidence, or lack of
precision, comes entirely from the statistical model being used to estimate the SAF. If I were
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measuring the average height of Canadians from a sample of 100, I might have considerable
variation as I take the average from one sample of 100 and then take the average from
another sample of 100, even if they were random samples from the population. If I had
samples of 100,000 in each case, and they were again random, I would expect to have less
variation in the two averages calculated from each sample. Hence the precision of an
estimate will depend on the sample size in an intuitive manner. I would then expect that the
95% confidence interval in the larger sample to be much tighter: for me to have a more
precise idea what the true average height is. When I say that the 95% confidence interval for
the Hospital SAF is 16.3%  : 26.8%, I am saying that the precision of my estimate implies that
there is only a 2.5% chance of the true SAF being below 16.3% and a 2.5% chance of the true
SAF being above 26.8%. Hence there is a 5% chance of it not being between 16.3% and 26.8%.

Effect of Alcohol Consumption

It is possible to evaluate the robustness of the estimated SAF to include potential
confounds characterizing drinking behavior. The data collected on drinking are documented
in Attachment C, and consists of the following information:

• an indicator to flag regular drinkers (more than one drink per month in the past year);
• an indicator to flag occasional drinkers (less than one drink per month in the past

year);
• an indicator to flag former drinkers (nothing in the past year, but some in the past);
• an indicator of someone drinking 2 to 5 drinks on a weekly basis;
• an indicator of someone drinking 6 to 9 drinks on a weekly basis;
• an indicator of someone drinking 10 to 13 drinks on a weekly basis;
• an indicator of someone drinking 14 to 17 drinks on a weekly basis;
• an indicator of someone drinking 18 to 21 drinks on a weekly basis; and
• an indicator of someone drinking 22 or more drinks on a weekly basis.

These variables were added to the model of the SAF for British Columbia. The Hospital SAF is
estimated to be 26.9% with a 95% confidence interval of 21.8% : 31.9%, and the Physicians SAF
is estimated to be 7.8% with a 95% confidence interval of 6.2% : 9.4%. So the effect of
allowing for alcohol consumption is to significantly increase the estimated SAF: an increase
of 5.5 percentage points for Hospitals, and an increase of 1.5 percentage points for Physicians.
Omitting controls for alcohol consumption is therefore conservative with respect to
estimates of smoking attributable expenditures.

The same qualitative effect of adding controls for alcohol consumption is found in
the models for all other provinces.
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Attachment E: Selecting the Quantum Period 1983 to 2023

I have reviewed the relevant statute governing this litigation in each province. All
have similar provisions with respect to the quantum that can be recovered. To take one
specific example, I reviewed the Tobacco Damages and Health Care Costs Recovery Act of the
Province of New Brunswick, proclaimed on March 7, 2008, and it allows for recovery of the
present value of the total expenditures for health care services, payments and other
expenditures by the provinces resulting from tobacco-related disease. Disease is defined in
the Act to include “general deterioration of health.” I refer to this amount as the Full SAE
when necessary for clarity. I am also aware that the statutes allow for the possibility of
recovery of the proportion of the Full SAE that is associated with the exposure caused by
the “tobacco-related wrong” defined by the statutes. I therefore also consider the
calculation of historical SAE, as well as SAE into the future attributable to the latent effects
of those wrongs. I have been asked to consider an assumed beginning and end date for the
exposure to tobacco attributable to these wrongs, solely to illustrate how my model can
quantify the SAE arising from these exposures. These procedures demonstrate how to
calculate the effect on attributable expenditures of smoking that occurred after or before a
certain date, and I refer to them as the Breach Exposure SAE when necessary for clarity. The
same model allows calculations that can be adjusted for different dates.

In this Attachment I undertake one such Breach Exposure SAE calculation and use it
to evaluate if calculation of the Full SAE calculation over a limited historical period, 1983 to
2023, reasonably represents the Breach Exposure SAE. One reason for selecting a limited
historical period is to be able to compare SAE across provinces with comparable data.
Another reason for selecting a limited historical period and calculating the Full SAE for it is
that the Full SAE is arguably more transparent than the Breach Exposure SAE, making it
easier to evaluate the reliability of the calculations.

The manner in which the Breach Exposure SAF and Breach Exposure SAE are
calculated exploits rich data about smokers collected in the CCHS. Intuitively, data from the
CCHS allows me to statistically model the age at which a now-current smoker or now-former
smoker started smoking, as well as to statistically model the age at which they will quit
smoking or quit smoking, respectively. These models then allow one to calculate how much
smoking started after a certain date (the beginning of the breach period), as well as how
much of that smoking ended before a certain date (the end of the breach period). This
calculation is conservative in the sense that it does not account for those smokers that
started smoking during the breach period, and who continued to smoke after the breach
period because they had become dependent on nicotine during the breach period.

Figures 5 and 6 in the detailed displays for each Province and Territory illustrate the
effect of this breach calculation over time on the SAF for Hospitals and Physicians,
respectively. As one might expect, it takes some time after the initial breach of January 1954
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for the Breach Exposure SAF to become positive and significant, but eventually it
approaches the Full Exposure SAF. Similarly, soon after the end of the breach period there is
a reduction in the Breach Exposure SAF compared to the Full Exposure SAF, with the Breach
Exposure SAF eventually tapering off: there is a latent effect of smoking that occurred
during the breach period on health utilization after the breach period. The displays make it
clear that there is a large period of time for which the Breach Exposure SAF is the same as
the Full Exposure SAF.

Focusing on Hospitals, displayed in Figure 5 for each Province and Territory, between
roughly 1970 and 1982 there is a significant Breach Exposure SAF that is being completely
ignored when I limit the quantum to 1983-2023. The Breach Exposure SAF is smaller than the
Full Exposure SAF, but not by much. For roughly 10 years after 1983, up to about 1993, the
Breach Exposure SAF is below the Full Exposure SAF, but by very small amounts. Between
roughly 1993 and 2007 the Breach Exposure SAF is identical to the Full Exposure SAF. After
2007 the Breach Exposure SAF is below the Full Exposure SAF. And after 2023 the Breach
Exposure SAF is positive for many years but is completely ignored when I limit the quantum
to 1983-2023. It is apparent that the amounts by which the Breach Exposure SAF are below
the Full Exposure SAF during the 1983-2023 period are more than compensated by the
amounts by which the Breach Exposure SAF is positive, but being implicitly set to zero prior
to or after the 1983-2023 period. This compensation is particularly large prior to 1983, back to
roughly 1970. I conclude from these observations that using the Full Exposure SAF for the
1993-2023 period provides a reliable measure of the quantum for Hospitals that would have
been generated by applying the Breach Exposure SAF over the entire period between 1954
and 2060.

Focusing on Physicians, displayed in Figure 6 for each Province and Territory, the only
differences are that the Breach Exposure SAF is much closer to the Full Exposure SAF in the
years immediately after 1983, and that the Breach Exposure SAF falls below the Full
Exposure SAF at a much slower rate immediately after 2007. Hence I conclude from these
observations that using the Full Exposure SAF for the 1993-2023 period provides a reliable
measure of the quantum for Physicians that would have been generated by applying the
Breach Exposure SAF over the entire period between 1954 and 2060.

It is also easy to see that later end-breach periods would make minor differences to
this conclusion.

The Breach Exposure SAE for the 1983-2023 period, shown in Figure 8 for each
Province and Territory, is conservative. It does not consider the positive and significant
Breach Exposure SAE prior to 1983 and after 2023. It therefore is a significant
understatement of the quantum of the Breach Exposure SAE.
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Alberta
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British Columbia
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Manitoba

-62-

Page 361 of 1342



-63-

Page 362 of 1342



-64-

Page 363 of 1342



-65-

Page 364 of 1342



-66-

Page 365 of 1342



-67-

Page 366 of 1342



-68-

Page 367 of 1342



-69-

Page 368 of 1342



 New Brunswick

-70-

Page 369 of 1342



-71-

Page 370 of 1342



-72-

Page 371 of 1342



-73-

Page 372 of 1342



-74-

Page 373 of 1342



-75-

Page 374 of 1342



-76-

Page 375 of 1342



-77-

Page 376 of 1342



 Newfoundland and Labrador
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Northwest Territories
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Nova Scotia
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Nunavut
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Ontario
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Prince Edward Island
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Quebec
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Saskatchewan
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Yukon
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