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GENERAL SECURITY AGREEMENT

THIS AGREEMENT made the 26" day of July , 2007.

i BETWEEN:

TERRACE BAY PULP INC.
(hereinafter called the “Debtor™)

and

NEXCAP FINANCE CORPORATION

(heremafier called the “Secured Party™)

IN CONSIDERATION of the sum of One Dollar ($1.00) now paid to it by the Secured
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Party (receipt of which is hereby acknowledged), and to secure the due payment and
performance of all Obligations (hereinafter defined), the Debtor hereby agrees with the Secured
Party and provides as follows:

ARTICLE 1
INTERPRETATION

1.1 Definitions

Unless there is something in the subject matter or content inconsistent therewith:

“Applicable Law” shall mean any applicable law, treaty, rule, requirement,
regulation, ordinances, code, policy, rule of common law and the like, now or
hereafter in effect, of any Governmental Authority, including any judicial,
administrative or other Governmental Authornty interpretations thereof, and any
judicial or administrative orders, consents, decrees or Judgments binding on such
Person or any of its respective Properties.

“Collateral” shall mean, collectively, all Property, interests in Property,
collateral and/or security granted and/or securities pledged to the Agent, for the
benefit of the Lender Parties, or any Lender by the Bormrower and any Other
Person pursuant to the Loan Documents, including, without limitation, all
Property in which a Lien is granted pursuant to the Security Documents;

“Constating Documents™ means, in the case of a corporation incorporated under
the laws of the Province of Ontaro or the federal laws of Canada, the articles
{within the meaning of the Applicable Law) and the by-laws of the corporation; in
the case of a partnership, the partnership agreement and the limited partnership
declaration, if applicable;

“Event of Default” has the meaning ascnibed thereto in the L.oan Agreement,
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“Governmental Body” means any nation, government, province, state, region,
municipality or other political subdivision or any govemmental department,
ministry, commission, board, agency or instrumentality or other public authority
or person, domestic or foreign, exercising executive, legislative, judicial,
regulatory or administrative functions of, or pertaining to, government, and any
corporation or other entity owned or controlled (through stock or capital
ownership or otherwise) by any of the foregoing and includes any court of
competent jurisdiction;

“[case” means any lease (whether now existing, presently arising or created in
futare) whereby the Premises or any part thereof are demised and leased to the
Debtor;

“Lien” has the meaning ascribed thereto in the Loan Agreement; shall mean any
mortgage, pledge, security interest, encumbrance, lien or charge of any kind or
any other priority arrangement (including any agreement to give any of the
foregoing, any conditional sale or other title retention agreement or any lease in
the nature thereof), or any other arrangement pursuant to which utle to the
Property is retained by or vested in some other Person for securify purposes.

“Loan Agreement’ means the Credit Agreement dated the 26" day of July
between the Debtor and the Secured Party, as amended, supplemented, restated or
replaced from time to time;

“Loan Decuments” shall mean, collectively, this Agreement, the Notes, the
Security Documents, all Compliance Certificates, and all other agreements,
dotumeénts, instruments and certificates heretofore or hereafier execufed or
delivered to the Agent or any Lender (excluding the Related Documents) in
connection with any of the foregoing or the Loan, in each casc as the same may
be amended, modified or supplemented from time to ime.

“Obligations™ shall mean, without duplication, all present and future obligations,
Indebtedness and liabilities of the Debtor and/or any other Credit Party or other
Person to the Agent and/or the other Lender Parties at any time and from time {0
time of every kind, nature and description arising under any Loan Document,
whether direct or indirect, secured or unsecured, joint and/or several, absolute or
contingent, due or to become due, matured or gnmatured, now existing or
hereafter arising, contractual or tortuous or liquidated or unliguidated, including,
without limitation, all interest, reasonable fees, charges, expenses and/or amounts
paid or advanced by Agent or any other Lender Party to, on behalf of or for the
benefit of any such Person for any reason at any time, obligations of performance
as well as oblipations of payment, and all interest, reasonable fees and other
amounts;

“pPermitted Liens” has the meaning ascribed thereto in the Loan Agreement
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“Premises” means all lands and premises owned or occupied by the Debtor from
time to time (including the lands and premises referred to in Schedule A hereta);

“Receiver” shall include one or more of a receiver, receiver-manager or receiver
and manager of al] or a portion of the undertaking, property and assets of the
Debtor appointed by the Secured Party pursuant to this Agreement or by or under
any judgment or order of a court;

“Security Interest” means the security interest and the other rights, title and
interest granted to the Secured Party pursuant to Section 2.1; and

“Subsidiary” shall mean, as to any initial Person, any other Person in which
more than fifty percent (50%) of all equily, membership, partnership or other
ownership interests is owned directly or indirectly by such initial Person or one or
more of its Subsidiaries. Any reference to “Subsidiary” herein shall be deemed
to refer to a Subsidiary of the Borrower unless the context provides otherwise.

1.2 Construction

The division of this Agreement info Articles, Sections, subsections, paragraphs
and clauses and the insertion of headings are for convenience of refercnce only
and will not affect the construction or interpretation of this Agreement.

Words importing the singular number only include the plural and vice versa and
words importing gender mcludes all genders.

The terms, “this Agreement”, “hereof”, “hereunder”, and similar expressions
refer to the whole of this agreement, as it may be amended, modified, revised,
supplemented or restated from time to time, and not to any particular Article,
Section, subsection, paragraph or other portion of this Agreement.

The term, “Debtor” includes each party hereto excculing this Agreement in that
capacity, both collectively and individually. Their liability hereunder shall be
both joint and several. Any provision of this Agreement which mentions the
Debtor shall be applied separately to each named Debtor and to all of them
collectively. In the case of a Debtor which is a parinership, any provision of this
Agreement which mentions the Debtor shall be applied separately to the
partnership, to each of the partners {whether or not signatory hereto but excluding
the limited partners, if any) and to all of them (including the partnership)
collectively.

LR TS

The terms, “including”, “includes”, “any™ and “or", are not exclusive or limiting
unless expressly indicated to the contrary.

The term, “person”, means any individual, corporation, company, partnership,
unincorporated association, trust, joint venture, Governmental Body or any other
legal entity whatsoever.
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Every reference to a party hereto shali extend to and include such party’s hetrs,
executors, administrators, other legal representatives, successors and permitted
assigns, as if specifically named.

Unless otherwise expressly provided in this Agreement, any reference in this
Agreement to any law shall include any by-law, regulation, order, act or statute of
any Governmental Body and shall be construed as 2 reference thereto as amended
or re-enacted from time to time or as a reference to any successor thereto.

Time shall be in all respects of the essence hereof.

If there is any conflict or inconsistency between this Agreement and Loan
Agreement, the provisions of the Loan Agreement shall govern and prevail.

If any of the provisions of this Agreement shall be held invalid or unenforceable
by any court having jurisdiction, this Agreement shall be construed as if not
containing those provisions, and the rights and obligations of the parties hereto
should be construed and enforced accordingly.

This Agreement shall be govemed by, and construed n accordance with, the
internal laws of the Province of Ontario and the federal laws of Canada applicable
therein (other than conflict of laws rules) and shall be treated in all respects as an
Ontario confract.

Except as expressly provided herein, terms which are defined in the Personal
Property Security Act (Ontario) shall have the same meaning where used herein.

ARTICLE Z
SECURITY

Charge

Subject to the exceptions set forth in Section 2.2, the Debtor hereby grants, sells, assigns,
conveys, transfers, mortgages, pledges and charges, as and by way of fixed and specific
mortgage, pledge and charge to and in favour of the Secured Party, and grants to the Secured
Party a security interest in, the whole of the undertaking of the Debtor and all of its property and
assets, real and personal, movable and immovable, tangible and intangible, of every nature and
kind whatsoever and wheresoever situate, present and future, now or at any time and from time
to time owned by the Debtor or in which or in respect of which the Debtor has any interest or
rights of any kind, including the following described property -

(2)

all inventory of whatsoever kind and wheresoever situate now owned or hereafter
acquired by the Debtor including goods for szle or lease or that have been leased;
goods furnished or to be furnished under a contract of service; goods which are
raw materials, work in process or materials used or consumed in a business or
profession of the Debtor; goods used or procured for packing; finished goods;

4.
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industrial growing crops, oil, gas and other minerals to be extracted; timber to be
cut: and the young of animals after conception {*Inventory”},

ail book accounts and book debts and generally all accounts, debts, dues, claims,
choses in action and demands of every nature and kind howsoever arising or
sccured including letters of credit, and advices of credit, which are now due,
owing or accruing or growing due to or owned by or which may hereafter become
due, owing or accruing or growing due or owned by the Debtor including claims
against the Crown and claims under insurance policies (“Accounts”™),

all machinery, equipment, tools, apparatus, plants, fixtures, furniture, vehicies,
goods and other tangible personal property of whatsoever nature and kind, now
owned or hereafter acquired by the Debtor other than Inventory (“Equipment”),

all chattel paper now owned or hereafier acquired by the Debtor (“*Chattel
Paper™},

all warehouse receipts, bills of lading and other documents of title, whether
negotiable or otherwise, now owned or hereafter acquired by the Debtor
(“Documents of Title™),

all instruments now owned or hereafter acquired by the Debtor (“Instruments™},

all deeds, documents, writings, papers, books of accounts and other books
evidencing or relating to Accounts, Chattel Paper, Instruments or Documents of
Title or by which such are or may hereafter be secured, evidenced, acknowledged
or made payable; and all contracts, securities, instruments and other rights and
benefits in respect thereof,

all Security now owned or hereafter acquired by the Debtor,

all intangible property now owned or hereafter acquired by the Debtor including
choses in action, agreements entitling the Debtor to rent, lease or otherwise use
Goods, other contract rights, goodwill, licences, patents, trade-marks, copyrights,
industrial designs, plant breeders’ rights, integrated circuit topographies, trade
secrets, rights of personality, information technology {whether registered or not
and whether Canadian or foreign) and all other intellectual property and industrial
property (“Tntangibles™), excluding Accounts, Chattel Paper, Documents of Title,
Instruments, Money and Security;

all Money now owned or hereafler acquired by the Debtor,

any property in any form (including fixtures) derived directly or indirectly from
any dealings with any property herein described (including all products and cash
and non-cash proceeds thereof); indemnification or compensation for any such
property lost, destroyed, damaged or lawfully or unlawfully taken or inj uriously
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affected: all increases, additions and accessions thereto and substitutions and
replacements thereof, and

4] all personal property, if any, described in Schedule B hereto.
2.2 Leaseholds and Consents

Notwithstanding anything to the contrary herein contained:

(a)  Leases

The iast day of any term of vears reserved by any lease of real property, verbal or
written, or any agreement therefor, now held or hereafter acquired by the Debtor
shall not be subject to the Security Interest, but the Debtor shall stand possessed
of any such reversion upon trust to assign and dispose thereof as the Secured
Party may direct.

&) Other Collateral

If the Security Interest in respect of any Intangible would result in damage to or
the termination or breach of such Intangible, then such Intangible will not for the
time being be subject to such Security Interest but will be held in trust by the
Debtor for the benefit of the Secured Party; provided that such Intangible shall
become subject to the Security Interest and the Security Interest shall attach to
such Intangible (or applicable portion thereof) immediately at such time as the
condition as would cause such damage, termination or breach shall be satisfied,
remedied or waived.

23 Charge Valid Irrespective of Advance of Money

The mortgages, pledges and charges hereby created shall have effect and be deemed to be
effective whether or not the monies or obligations hereby secured or any part thereof shall be
advanced or owing or in existence before or after or upon the date of this Agreement and neither
the giving of this Agreement nor any advance of funds shall oblige the Secured Party to advance
any funds or any additional funds. The Debtor acknowledges that the partics have not agreed to
postpone the time for attachment of the Security Interest, all of which shall attach upon the
execution hereof or, in the case of Collateral in which the Debtor acquires any rights in future, at
the time the Debtor acquires such rights. The Debtor acknowledges that value has been given.

2.4 Supplemental Indentures

The Debtor shall from time to time on demand by the Secured Party execute and deliver
such further deeds or indentures supplemental hereto, which shall thereafter form part hereof, for
the purpose of mortgaging to the Secured Party any property now owned or hereafier acquired by
the Debtor and falling within the description of the Collateral, for correcting or amplifying the
description of any property hereby mortgaged or intended so to be, or for any ather purpese not
inconsistent with the terms of this Agreement.
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2.5 Continuing Security

The Collateral and any other security given with the Secured Party’s consent in
replacement thereof, substitution therefor or in addition thereto shall be held by the Secured
Party as general and continuing security for due payment and performance of all Obhigations,
including all costs and amounts payable pursuant hereto and interest on the Obligations at the
rate or rates applicable thercto in accordance with the prevailing agreement between the Secured
Party and the Debtor.

Ll
—

ARTICLE 3
REPRESENTATIONS AND WARRANTIES

General Representations and Warranties

The Debtor represents, warranis and covenants to and with the Secured Party as follows:

(a)

(®)

(©

Status

The Debtor is duly formed and validly subsisting under Applicable Laws and has
the power and capacity to own its properties and assels and to carry on ifs
business as presently carried on by it; and holds all matenal licences, permits and
assets as are required to own its properties and assets and to carry on business in
each jurisdiction in which it does so.

Power and Capacity

The Debtor has. the power and capacity to enter into this Agreement and to do all
acts and things as are required or contemplated hereunder or thereunder to be
done, observed and performed by it.

Due Authorization and Enforceability

The Debtor has taken all necessary action to authorize the execution, delivery and
performance of this Agreement and it constitutes a valid and binding obligation of
the Debtor enforceable against it in accordance with its terms, subject only to the
following quaiifications -

(1) an order of specific performance and an injunction are discretionary
remedies, and in particular, may not be available where damages are
considered an adequate remedy, and

(i)  enforcement may be limited by bankmuptcy, insolvency, liquidation,
reorganization, reconstruction and other similar laws generally affecting
enforceability of creditors’ rights.
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(e)

(f)

(2)

No Contravention

The execution and delivery of this Agreement and the performance by the Debtor
of its obligations hereunder -

(1) do not and will not violate any Applicable Law or any provision of the
Constating Docurnents of the Debtor or constitute a breach of any existing
contractual or other obligation of the Debtor or contravene any licence ot
permit to which the Debtor is subject,

(i1} will pot result in the creation of, or require the Debtor to create, any Lien
in favour any person other than the Secured Party, and

(iii)  will not result in or pemmit the acceleration of the maturity of any
indebtedness or other obligation of the Debtor.

Na Consents Required

No authorization, consent or approval of, or filing with or notice to, any person is
required in connection with the execution, delivery or performance of this
Agreement by the Debtor.

[.ocations

The chief exccutive office of the Debtor is at 21 Mill Road, Terrace Bay ON POT
IWO0 and all of the tangible Collateral (except for Inventory in transit) is located at
the Premises referred to in Schedule A hereto or in such warehouses as permitted
in the Loan Agreement

Title

Subject only to Permitted Liens, the Debtor lawfully owns and is lawfully
possessed of the Collateral and all property and assets indicated by the financial
staternents which it has delivered 1o the Secured Party to be owned by it and has
good right and authority to morigage and charge the same as provided for herein,
free and clear of all Liens {other than Permitted Liens), and it will warrant and
defend the title thereto as well as to any other property, rights and interests
hereafter acquired by the Debtor. No person has any agreement or right or aption
to acquire any of such property (except under unfilled purchase orders accepted in
the ordinary course of business for the sale of Inventory).
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Serial Numbered Goods and Fixtures

Full particulars (including serial number) of each motor vehicle in which the
Debtor has rights and which is not Inventory shall forthwith be provided to the
Secured Party upon the occurrence of an Event of Default. None of the goods
comprised in the Collateral are fixtures except any fixtures that are described s0
that they may be readily identified in Schedule B hereto and identified as fixtures
therein and that are affixed or attached to the Premises described in Schedule A
hereto.

Consumer Goods

None of the Collateral now owned or hereafter acquired is now or shall at any
time be consumer goods of the Debtor.

ARTICLE 4
COVENANTS OF THE DEBTOR

41 General Covenants

So long as this Agreement remains outstanding, the Debtor covenanis and agrees as

follows:

(3}

To Pay Costs

The Debtor shall pay to the Secured Party on demand ali reasonable costs and
expenses of the Secured Party, its.agents, officers and employees, any Receiver.
appointed by it or by a court incurred in connection with the Obligations,
including those in connection with:

(1 the preparation, execution, filing and registration of this Agreement, any
actual or proposed amendment or modification hereof or any waiver
hereunder and all instruments supplemental or ancillary hereto;

(i)  obtaining advice regarding the Secured Party’s rights and responsibilities
hereunder;

(i) the administration and monitoring of this Apreement; and

(iv)  the defence, establishment, protection or enforcement of any of the rights
or remedies of the Secured Party hereunder including all costs and
expenses of establishing the validity and enforceability of this Agreement
or any of the Obligations, or of collection of amounts owing in respect of
any of the Obligations;

including all of the fees, expenses and disbursements of any appraisers,
environmental or other consultants, accountants, actuaries, the Secured Party's
counsel (on a full indemnity basis) and any Receiver appointed by it or any court,

-9.



{b)

(c)

{d)

and out-of-pocket expenses incurred by the Secured Party (including travel
expenses) incurred in connection therewith, and including all sales or value-added
taxes payable by the Secured Party (to the extent not otherwise refunded or
reimbursed to the Secured Party) on all such costs and expenses, all such costs
and expenses to bear interest at the highest rate applicable to any Obligations.

To Pay Certain Debts

The Debtor shall punctually pay and discharge every obligation, failure to pay or
discharge which might result in any Lien, forfeiture, termination or sale or any
other remedy being enforced against the Collateral and provide to the Secured
Party when required satisfactory evidence of such payment and discharge, but the
Debtor may on giving the Secured Party such security (if any) as the Secured
Party may require refrain from paying or discharging any obligation so long as it
contests in good faith its liability therefor.

To Maintain Existence and Secunty
The Debtor shall -

(i) maintain its existence,

(i)  observe and conform to all valid requirements of Applicable Law and of
any Governmental Body relative to the Collateral or the carrying on by the
Debtor of iis business,

(ili)  repair and keep in rtepair and good order and condition all property,
including the Collateral, the use of which is necessary or advantageous in
connection with its business,

(iv)  except in the case of consumable Inventory and except for a reasonable
number of Inventory items used by the Debtor for demonstration purposes,
keep all Inventory in a new and unused condition,

(v) immediately notify the Secured Party in writing of any proposed change of
name of the Debtor or of the Debtor’s chief executive office,

(vi}  keep the Secured Party constantly informed in writing as to the location of
the Collateral and the books of account and other records of the Debtor,
and

(vii)  effect such registrations as may be required by the Secured Parly from
time to time to protect the security hereof.

To Insure

The Debtor shall keep the Collateral and the operations of the Debtor insured in
such amounts as the Secured Party may reasonably require against loss or damage

-10-



(&)

()

352

(g)

(h)

by fire and such other risks as the Secured Party may from time to time specify,
with insurers approved by the Secured Party. The Debtor shall whenever from
time to time requested by the Secured Party provide the Secured Party with
satisfactory evidence of such insurance and any renewal thereof which shall at all
times be subject to mortgage clauses in a form approved by the Secured Party,
and shall at the request of the Secured Party forthwith assign, transfer and deliver
unfo the Secured Party the policy or policies of such insurance. Evidence
satisfactory to the Secured Party of the renewal of every policy of insurance shall
be provided to the Secured Party at least seven (7) days before the termination
thereof.

To Furgish Proofs

The Debtor shall forthwith on the happening of any loss or damage furnish at its
own expense all necessary proofs and do all necessary acis to enable the Secured
Party to obtain payment of the insurance monies, which, in the sole discretion of
the Secured Party, may be applied in reinstating the insured property or be paid to
the Debtor or be applied in payment of the monies owing hereunder, whether due
or not then due, or paid partly in one way and partly in another.

Inspection by the Segured Party

The Debtor shall allow any employees or authorized agents of the Secured Party
at any reasonable time to enter the Premises in order to inspect the Collateral and
to inspect the books and records of the Debtor and make extracts therefrom, and
shall permit the Secured Party prompt access to such other persons as the Secured
Party may deem necessary or desirable for the purposes of inspecting or verifying
any matters relating to this Agreement, the business and affairs of the Debtor, the
Coliateral or the books and records of the Debtor, provided that any information
so obtained shall be kept confidential, save as required by the Secured Party in
exercising its rights hereunder.

Accounis

Subject to any Permitted Liens, Accounts shall be received by the Debtor in trust
for the Secured Party; provided that as long as an Event of Default has not
occurred the Debtor may collect and use the Accounts in the ordinary course of
business.

Not to Create Certain Charges

The Debtor shall not, without the prior written consent of the Secured Party,
create or permit ta arise any Lien on any of the Collateral (other than Permitted
Liens), and will not pennit any Subsidiary to do the same (except in favour of the
Debtor).

-11 -



) Mot to Sell

The Debtor shall not, except as otherwise permitied hereunder, remove, destroy,
lease, sell or otherwise dispose of any of the Collateral; provided that the Debtor
may —

(N sell or atherwise dispose of Equipment which has become worn out or
damaged or otherwise unsuitable for their purposes on condition that it
shall substitute therefor, subject to the lien hereof and free from pnor

Liens, property of at least equal value so that the security hereby

- constituted shall not thereby be in any way reduced or impaired, and

(11) sell Inventory and grant licences to use intellectual property in the
ordinary course of business and for the purpose of carrying on the same.

)] Not to Make Certain Changes

The Debtor shall not without the pror written consent of the Secured Party

’ remove any of the Collateral or any of the books of account or other records of the
Debtor from the jurisdiction where presently located, save and except the
warehousing of Inventory outside of the jurisdiction as permitted in the Loan
Agreement

(k) Serial Numbered Goods and Fixtures

Upon the occurance of an Event of Default the Debtor will forthwith give written

_ notice to the Secured Party of full particulars (including the serial number) of

% motor vehicles which are not Inventory which the Debtor has acquired both

before and since the date of the within General Security Agreement and in which

the Debtor still has an interest at the time of such Event of Default. The Debtor

will not permit goods now or hereafter comprised in the Collateral to become

& fixtures unless they are, or are to be, affixed or attached to the Premises described

in Schedule A hereto and unless the goods are described in Schedule B hereto so
that they may be readily identified and are identified therein as fixtures.

ARTICLE 5
REMEDIES

5.1 Acceleration

Upon the occurrence of an Event of Default, all Obligations and all monies secured
hereby shall at the option of the Secured Party become forthwith due and payable whereupon all
of the rights and remedies hereby conferred in respect of the Collateral shall become
immediately enforceable and any and ail additional and collateral securities for payment of the
Obligations shall become immediately enforceable.
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52 Enforcement

Upon the happening of any Event of Default the Secured Party may by instrument in

writing declare that the security hercof has become enforceable and crystallized and the Secured
Party shall have the following rights and powers:

(a)
(b)

(c)

(d)

(&)

()

to enter into possession of all or any part of the Collateral;

to preserve and maintain the Collateral and make such replacements thereof and
additions thereto as it deems advisable;

to borrow money in the Debtor's name or in the Secured Party’'s name or (O
advance the Secured Party’s own money lo the Debtor, in any case upon such
terms as the Secured Party may deem reasonable and upon the security hereof;

to pay or otherwise satisfy in whole or in part any Liens which, in the Secured
Party’s opinion, rank in priority to the security hereof;

after entry by its officers or agents or without entry to sell, lease or otherwise
dispose in any way whatsoever of all or any part of the Collateral either en bloc or
separately at public auction or by tender or by pnivate agreement and at such time
or times and on such terms and conditions as the Secured Party in its absolute
discretion may determine and without any notice to or concurrence of the Debtor
except as may be required by Applicable Law; and

by instrument in writing to appoint any person or persons (whether an officer or
officers of the Secured Party or not) the Receiver-of all or any-part- of -the
Collateral and to remove any Receiver so appointed and appoint another or others
in his stead.

The security of this Agreement may be realized and the rights enforced by any
remedy or in any manner authorized or permitied by this Agreement or by law or
equity and no remedy for the realization of the security hereof shall be exclusive
of or dependent upon any other remedy and all or any remedies may from time to
time be exercised independently or in any combination.

5.3 Disposition

Without limiting the generality of the foregoing it shall be lawful for the Secured Party:

(2)

®

to make any sale, lease or other disposition of the Collateral either for cash or
upon credit or partly for one and partly for the other upon such conditions as (o
terms of payment as it in its absolute discretion may deem proper;

to rescind or vary any contract for sale, lease or other disposition that the Secured
Party may have entered into pursuant hereto and resell, release or redispose of the
Collateral with or under any of the powers conferred herein; and

13-
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{c) to stop, suspend or adjourn any sale, lease or other disposition from time fo time
and Lo hold the same as adjourned without further notice.

Upon any such sale, lease or other disposition the Secured Party shall be accountable
only for money actually received by it. The Debtor shall be accountable for any deficiency and
the Secured Party shall be accountable for any surplus. The Secured Party may deliver to the
purchaser or purchasers of the Collateral or any part thereof good and sufficient conveyances or
deeds for the same free and clear of any claim by the Debtor. The purchaser or lessee receiving
any disposition of the Collateral or any part thereof need not inguire whether default under this
Agreement has actually occurred but may as to this and all other matters rely upon a statutory
declaration of an officer of the Secured Party, which declaration shall be conclusive evidence as
between the Debtor and any such purchaser or lessee, and the purchaser or lessee need not look
to the application of the purchase money, rent or other consideration given upon such sale, lease
or other disposition, which shall not be affected by any irregularity of any nature or kind relating
to the enforcing of the security hereof or the taking of possession of the Collateral or the sale,
lease or other disposition thereof.

5.4 Powers of Receiver
Any Receiver appointed as aforesaid shall have the power without legal process:

(a) to take possession of the Collateral or any part thereof wherever the same may be
found;

()  to carry on the business of the Debtor or any part thereof in the name of the
Debtor or of the Receiver; and

{©) to exercise on behalf of the Secured Party all of the rights and remedies herein
granted to the Secured Party,

and without in any way limiting the foregoing the Receiver shall have all the powers of a
receiver appointed by a court of competent jurisdiction. Any Receiver shall, so far as concerns
responsibility for his acts, be deemed the agent of the Debtor, and the Secured Party shall not be
in any way responsible for any acls or omissions of any Receiver or any loss resulting therefrom.

5.5 Limitations ¢n Liability

Neither the provisions of this Agreement nor anything done under or pursuant to the
rights. remedies and powers conferred upon the Secured Party and the Recciver, whether
hereunder or otherwise, will render the Secured Party a mortgagee in possession. Neither the
Secured Party nor any Recciver will be bound to collect, dispose of, realize, enforce or sell any
Accounts, Security, Instruments, Documents of Title, Chattel Paper, Money or Intangibles
included in the Collateral or to allaw any such Collateral to be sold or disposed of, nor will it be
responsiblc for any loss occasioned by any such sale or other dealing or for any failure to seil or
so act, nor will it be responsible for any failure to take necessary steps to preserve rights against
others in respect of such Collateral, nor will it be responsible for any loss occasioned by the
failure to exercise any rights in respect of Collateral within the time limited for the exercise
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thereof. Neither the Secured Party nor the Receiver will be obligated to keep Collateral separate
or identifiable.

ARTICLE 6
GENERAL

6.1 Waiver and Amendment

No waiver of any provision hereof and no consent to any departure by the Debtor
herefrom shall be effective unless the same shall be in writing and signed by the Secured Party
and then such waiver or consent shall be effective only in the specific instance and for the
specific purpose for which it was given. Any amendment hereto shall be signed by the Secured
Party and the Debtor.

6.2 Waivers and Indemnity

{a) To the extent permitted by applicable law, the Debtor unconditionally and
irrevocably waives:

(1) all claims, damages and demands it may acquire against the Secured Party
arising out of the lawful exercise by the Secured Party or any Receiver of
any rights or remedies under this Agreement or at law, and

(i1) all of the rights, benefits and protections given by any present or future
statute that imposes limitations on the rights, powers or remedies of a
secured party or on the methods of, or procedures for, realization of
security, including any “seize or suc” or “anti-deficiency” statule or any
similar provision of any other statute.

{b) The Debtor agrees to indemnify the Secured Party from and against any and all
liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs,
expenses or disbursements of any kind or nature whatsoever (except by reason of
the gross negligence or willful misconduct of the Secured Party or any of ils
agents or employees) which may be imposed on, incurred by, or asserted against
the Secured Party and arising by reason of amy action (including any action
referred to in this Agreement) or inaction or omission to do any act in connection
with this Agreement.

6.3 Other Securifies

The rights of the Secured Party hereunder shall not be prejudiced nor shall the liabilities
of the Debtar or of any other person be reduced in any way by the taking of any other security of
any nature or kind whatsoever either at the time of execution of this Agreement or at any time
hereafter.

15



6.4  Other Dealings

The Secured Party. without exonerating the Debtor in whole or in part, may grant time,
renewals, extensions, indulgences, releases and discharges to, may take securities from and give
the same and any or all existing securities up to, may abstain from taking securities from or from
perfecting securilies of, may accept compositions from and may otherwise deal with the Debtor
and all other persons and securities as the Secured Party may see fit.

6.5  No Merger or Novation

Neither the taking of any judgment nor the exercise of any power of seizure or sale shall
operate to extinguish the liability of the Debtor to pay the moneys hereby secured nor shall the
sarne operale as a merger of any covenant herein contained or of any other Obligation, nor shall
the acceptance of any payment or other security constitute or create any novation.

6.6  Amalgamation

The Debtor, if a corporation, acknowledges that if it amalgamates with any other
corporation or corporations:

{(a) the Collateral and the lien created hereby shall extend to and include all the
property and assets of each of the amalgamating corporations and the
amalgamated corporation and to any property or assets of the arnalgamated
corporation thereafter owned or acquired;

{h) the term, “Debtor”, where used herein, shall extend to and include each of the
amalgamating corporations and the amal gamnated corporation; and

(<) the term, “Obligations”, where used herein, shall extend to and include the
Obligations of each of the amalgamating corporations and the amalgamated
corporation.

Nothing contained in this Section 6.6 shall be interpreted as permitting the Debtor to
amalgamate in violation of any covenant of the Debtor coatained herein or in any other
agreement hinding the Debtor.

6.7 Power of Attorney

The Debtor for valuable consideration irrevocably appoints the Secured Party and its
officers from time to time or any of them to be the attorneys of the Debtor in the name of and on
behalf of the Debtor to execute and do any deeds, transfers, conveyances, assignments,
assurances and things which the Debtor ought to execute and do under the covenants and
provisions herein contained and generally to use the name of the Debtor in the exercise of all or
any of the powers hereby conferred on the Secured Party, including to receive, endorse and
coliect all instruments made payable to the Debtor representing any distribution in respect of the
Collateral or any part thereof and to give full discharge for the same.
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0.8 The Secured Party May Remedy Default

If the Debtor fails to do anything hereby required to be done by it, the Secured Party may,
but shall not be obliged to, do such thing and all sums thereby expended by the Secured Party
shall be payable by the Debtor on demand, together with interest thereon at the highest rate
applicable to any of the Obligations, shall be secured hereby and shall have the benefit of the lien
hereby created, but no such performance by the Secured Party shall be deemned to relieve the
Debtor from any default hereunder.

6.9 Collections

The Secured Party is entitled, if an Event of Default has oceurred, to notify any account
debtor or any obligor on an Instrument to make payment to the Secured Party whether or not the
Debtor was therelofore making collections on the Collateral and to take control of any proceeds
to which the Secured Party is entitled.

6.10  Appropriation of Payments

Any and all payments made at any time in respect of the Obligations and the proceeds
realized from any securities held therefor (including moneys realized from the enforcement of
this Agreement and any increase in or profits from the Collateral) may be applied (and reapplied
from time to time notwithstanding any previous application) to such part or parts of the
Obligations as the Secured Party sees fit, or held by the Secured Party unappropriated as
additional security hereunder for such period of time as the Secured Party sees fit to be applied
against the Obligations when and how the Secured Party sees fit. The Debtor shall be
accountable for any deficiency and the Secured Party shall be accountable for any surplus.

611 Purchase Money Security Interest

The Debtor acknowledges that the Security Interest in any item of Collateral and its
praceeds shall constitute a purchase-money security interest to the extent it secures Obligations
incurred by the Debtor to enable the Debtor to acquire rights in such Collateral.

6.12 Notices

All notices given pursuant to or in connection with this Agreement shall be in writing and
the provisions of the Loan Agreement regarding the giving of notices shall apply to the giving of
notices hereunder as if such provisions were incorporated hercin.

6.13  Receipt

The Debtor hereby acknowledpes receipt of a true copy of this Agreement and a copy of
the financing statement registered under the Personal Property Security Act (Ontario) in respect
of the security created hereby.
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G.14  Successors and Assigns, etc.

This Agreement and all its provisions shall enure to lhe benefit of the Secured Party, its
successors and assigns, and shall be binding upon the Debtor, its successors and permitted
assigns.

[The remainder of this page has been intentionally left blank.]
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IN WITNESS WHEREOF the Debtor has duly executed this Agreement as of the dated
first above written.

TERRACE BAY PULP INC.

T

Per: L hy
7
Name: Tatdy st
Title: vhke fagupair £ ﬁa«uat
Per:
Name:
Title:

ACKNOWLEDGED this 26th day of July, 2007. The Secured Party hereby reserves
title and ownership to each item of Collateral sold from time to time by the Secured Party to the
Debtor until the purchase price therefor has been paid and satisfied in full, whereupon title and
ownership thereof shall pass to the Debtor, but subject to the security interest created in the
above agreement until all Obligations have been paid and satisfied in full.

NEXCAP FINANCE CORPORATION

Name: BRUCE S HERK.
Title: Fresrperl’

Per:

Name:
Title:
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Schedule A
PREMISES

{Section 1.1(1))
Municipal Address

21 Mill Road, Terrace Bay ON POT 2W{

Legal Description

Refer to Schedules

"
R

2

G&C Finn - 20702 vi
32346



Schedule B
SPECIFIED PERSONAL PROPERTY

(Section 2.1(I})

The following goods now located at:

221 -
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The following intellectual property:

1. Trade Marks - NONE
Ne. Trademark Owner Country Status Date Description
[1i.  Patents
No. Patent Owner Country Statns Date Description
.29 .







This is Exhibit “G” referred to in the
Affidavit of Russell York

sworry the”l 0" day of March, 2009
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1.

DEBENTURE

TERRACEBAY PULP INC. (the “Borrower™} for value received, prox
Lucky Star Holdings Inc. (the “Lender’) at its Head Office, 233 South Court Street,
Ontario, P7TB 2W6 (or such other place in Canada as the Lender may designate in -

SCHEDULE 2
DEMAND DEBENTURE

Hises to pay to

under Bay,
iting to the

Bomrower) on demand the sum of TWENTY MILLION DOLLARS (520,0000000.00) (the
“principal”) together with Expenses. There shall be no interest paysble on the principal or on the
Expenses until 30 days after Demand, if full payment is not made by that date.

payable shall be at a rate of 15% calculsted from the date of Demand. Such princip
any) and Expenses being referred to herein us the “Indebtedness™),

n

SECURITY INTEREST

as security for the payment of the Indebtedness and for all other monies
time owing hereunder, the Borower:

ey

@

granis, mortgages, charges, assigns and transfers to the Lender]

M

@

grants, mortgages, charges, assigns end transfers to the Lender s
charge, as and by way of a security interest over:

)

@

3

v interest so

i, interest i

from timeto

as and by way of & fixed and specific mortgage, pledge J.!l'l{i charge all

freehold and leasehold real property or interest therein i
leased by the Borrower incloding, but not limited to,

premises described in Schedule “A” as amended from
together with all buildings, ercctions and fixtures now

and

ow owned or
e lands and

time to time,

or hereafler

" comnstructed or placed on such freehold and leasehold real property,

as and by way of a fixed and specific morigage, pledge 21!1:3 charge, all
freehold mnd Ieasehold reel property or interest thergin hereafier

owned or leased by or on behalf of the Borrower, tog
buildings, erections, end fixtures constructed or pl
frechold emd leasehold real property

directly or indirectly from iy use or dealing with the

ther with all

Ized on such

first floating

ollateral or

PROCEEDS - all of the Bomowers™ property in any ﬁ:;rm derived

that indemnifies or compensates for Collateral destroy:
(all of which property is hereinafier collectively called

BOOKS & RECORDS - ali of the Borrower’s d
writings, papers, books of sccount and other books
being records of debts, chattel paper, or documents d
which such are or may hereafter be secured, evidenced, 8
or made payable; (all of which property i3 hereina
called “Books & Records™);

or damages
‘Proceeds™;

documents,
clating to or
f title or by

owledged

i collectively

es and fixed

EQUIPMENT - 2l tools, machinery, equipment, ﬁmrture plants,

fixtures, and other tangible personal property, vehic

goods and chattels including all tools, machinery]

equipment,

furniture, plants, fixtures, vehicles, fixed goods and c]%atte}s {all of
which property is hereinafter collectively called “quﬁyﬁmcnt”);

|

i
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() INVYENTORY - all goods and chattels now or hereafter forming the
inventory of the Bomower, of whatever kind and wherever located,
including, without limitation, all goods, merchandise, raw materials, -
work in process, finished poods and chattels held for sale, lease or
resale, or fornished or to be fumished under contracts for service or
used or consumed in the business of the Borrower, goods used in or
procured for packing or packnging, timber cut or to be cut, oil, gas
and minerals extracted (all af which goods and chattels are hereinafter
collectively called “Inventory™)’

{(5) OTHER PROPERTY - the undertaking and all other property and
assets of the Borrower for the time being of whatsosver nature and
kind both present and futore including without limiting the generality
of the foregoing, uncelied capifal, moneys, rights, franchises,
negotisble and non-negotiable instrumeats, judgments and securities
{all of which are hereinafter collective called “Other Property’™), other
then that which is at any and all times validly subject to the first,
fixed and specific mortgage and charge hereby ereated or subject to
the assignment set forth in subparagraph (iif).

(3) GENERAL ASSIGNMENT OF BOOK DEBTS

And the Borrower for good and valuable consideration assigns, transfers, and
gets over umio the Lender all debts, accounts, choses in action, claims,
demands, and moneys now due or owing or accruing due or which may
hereafter become due or owing to the Borrower, including (without limiting
the foregoing) claims against the Crown in the right of Canada or of any
provinee, moneys which may become payshle under any policy of insurance
in respect of any loss by fre or other cause which has been or may be
incmred by the Borrower {collectively called “Book Debts™), together with all
coniracts, securities, bills, notes, lien notes, judgments, chatiel morigagees,
morigages and all other rights, benefits and documents now or hereafter
token, vested in or beld by the Borrower in respect of or as security for the
Book Debts hereby assigned or intended 5o to be or any part thereof and the
fill benefit and advantage thereof, and alf rights of action, claim, or demand
which the Borrower now has or may at any time hereafter have against any
person or persons, firm or corporation in respect thereof. The Borrower
further hereby covenants, promises, end agrees to and with the Lender to well
and truly execute or cause to be executed all or any such further or other
document or documents as shall or may be required by the Lender to more
completely or fully vest in the Lender the Book Drebts hereby assigned or
intended so to be and the right to receive the said moneys or to enable the
Lender to recover same and will from time to time prepare and deliver to the
Lender all deeds, books, vouchers, promissory notes, bills of exchange,
accounts, letters, invoices, papers, and all other documents in any way
relating to the Book Debts. Provided that this assignment is and shell be a
continuing collateral security to the Lender for the Indebtedness. All money
or ray other form of payment received by the Borrower in payment of any
Book Debts shall be received and held by the Borrower in trust for the
Lender.

Last Day of Lease Not Included - The Collateral shall not include the last day of the
term of any lease agreement but upon the enforcement of the Debenture the Borrower
shall stand possessed of such last day in trust to assign the same {0 any person

acquiring such term.
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Definitions and Interpretation - Unless otherwise provided, the capitalized terms used
in this Debenture shall have the meanings assigned in Schedule “B”, Words in the
singularinclude the plural and the words in the plural include the singular, Words of
masculine gender include the feminine gender and vice-versa. The division of this
Decbentore inlo sections and sub-sections and the insertion of heedings is for
convenience of reference only and does not affect the construction or the
interpretation of this Debenture.

BORROWER’S COVENANTS

The Borrower represents, warrants and covenants that, so long as this Debenture

remains in cffect:

(1

@

&)

@

&)

No Encumbrances - the Collateral and each and every part thereof'is lawfully owned
by the Borrower, free and clear of any and sll prior mortgages, charges, licns and
other encumbrances save and except any common easements for utilities.

Defence of Title - it shall warrant and defend the Collatersl against the claimg and
demsands of ail other parties claiming the same or an interest therein;

Restrictions on Collateral - it shell not be at liberty to sell, exchange, transfer, assign,
lease or otherwise dispose of the Collateral or any interest therein without the prior
written consent of the Lender; provided that, until default, the Borrower may, in the
ordinary course of the Borrower's business, seli or lease Inventory, and subject to
sub-section (j), use monies available to the Borrower; and the Borrower shall notify
the Lender promptly of:

{1)  any change in the information provided to the Lender in this Debenfure or in
the Schedules,

{2y  the details of any significant acquisition of Collateral,

(3) the details of any claims or litigation before any court, sdministrative board
or other tribunal affecting the Borrower or the Collateral,

(4)  any loss of or damage to the Collateral,

(5)  anydefault by any significant debtor of the Borrower in any payment or other
performance of its obligations with respect fo the Collateral,

{6) theretumtoor rcposséssiou by the Borrower of the Collateral, and

(/)  anyremoval of any Collateral from any jurisdiction in which this Debenture
is registered or the acquisition of any Collateral in any jurisdiction in which
this Debenture is not registered;

Conduct of Business - it shall keep the Collateral in good order, condition and repair
and pot use the Collaters] in violetion of the provisions of this Debenture ot any other
sgreement relating to the Collateral or any policy insuring the Collateral or any
applicable statute, law, by-law, rule, regulation or ordinance;

Tosurance - it shall insure and keep insured the Collateral with extended coverage
against loss or damage by fire, theft, collision or other instrzble value thereof, with
all such insurance to be maintained with such insurer or insurers as may be approved
by the Lender, and the loss under all such insurance shall be payable to the Leader,
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and the Borrower will cause to be affixed to each policy of insurance a mortgage
section or mortgage endorsement in form satisfactory to the Lender and provide fora
roinimum of thirty (30) deys' notice to the Lender of cancellation or lapse, and the
Borrower shall pay all premivas in connection with such insurance and will deposit
certified copies of the insurance policies with the Lender or otherwise deal with them
as the Lender may require;

Payment of Taxes, etc. - it shall pay all rents, taxes, rates, levies, assessments,
government fees or dues and other charges of every nature which shall be levied,
assessed or imposed in respect of the Borrower or the Collateral or any part thereofas
and when the same shall become due and payable, end shall exhibit to the Lender,
when required, the receipts and vouchers establishing such payment;

Observance of Governmenta] Requirements end Covenants - it shall comply with all
applicable laws, ordinances, regulations, rules and by-laws, and it shall obtain all
licences and permits required to operate its business and maintain the Collateral;

Provide Subsequent Charges - it shall do, execute, sckuowledge and deliver such
financing statements and further mortgages, charges, assipnments, transfers,
docoments, acts, matters aud things (including further schedules) as may be
reasonably Tequested by the Lender of or with respect to the Collateral in order to
give effect to this Debenture and shall pay all costs for searches and filings;

Further Documentation - it will deliver to the Lender from time to tirne promptly
upon request: ‘

(1)  any documents of Title, Instruments, Securiies and Chattel Paper
constituting, representing or relating to the Collateral,

(2)  all books of account and all records, ledgers, reporis, correspondence,
schedules, documents, siatements, lists and other writings relating to
Collateral for the puzpose of inspecting, suditing or copying the same,

(3)  all financial staterents prepared by or for the Borrower regarding the
Bommower's business,

(4)  all policies and certificates of insurance relating to the Collateral, and

(5 suchinformation concerning the Collateral, the Borrower and the Borrower's
business and affairs as the Lender may reasonably request;

No Further Bncumbrances - subject to sub-section (3), it shall not, without the prior
written consent of the Lender create any prior Security Interest upon the Collateral or
any part thercef,

Inspection - the Lender shall have the right at any time and from time to time to
verify the existence and state of the Collateral in any manner the Lender may
consider appropriate and the Bomower agrees fo furnish all essistance and
information mnd perform all such acts as the Lender may reasonsbly request in
connection with such inspections and for such purpose grant to the Lender or its
agents access to all places where the Collateral may be located end to all premises
occupied by the Bomrower,

Consent of Landlord - it shafl obtain the consent of the landlord to the charging of
any leasehold lands and premises referred to in Section 2(1);
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Strict Compliance - it shall strictly comply with every covenant and undertaking
given to thé Lender. If the Borrower should fafl to perform any covensnt or
agreement, the Lender may (but is not obligated to) itself perform or cause to be
performed the same and all Expenses incurred or payments made by the Leaderin so
doing shall be paid by the Borrower and be secured by this Debenture,.

EVENTS OF DEFAULT

The Indebtedness secured by this Debenture shall immediately become

_ payeble and the security hereby constituted shall immediately become enforcesble if the Borrower
makes defimlt in pryment of any of the Indebtedness or of eny obligation, provision, covenant or
condition contained in this Debenture or under any other agreement to which the Borrower and the
Lender are pariies, or:

1

@

&)

@)

&)

©

M
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Bankruptcy or Insolvency - if zn order is made or if a resolution is passed which
results in the Bankruptcy of the Borrower or if the Bommower ceases or threatens to
cease fo carry on business, becomes ingolvent or makes an authorized assignment or
makes or agrees fo make a bulk sale of its assets with or without complying with
applicable law or commits or threatens to comumit an act of Bankruptey or if a
Bankruptcy petition or = petition for winding-up is filed or presented against the
Borrower or if a receiver or trustee s appointed for the Borrower or for any assets of
the Bomrower or if any proceedings with respect to the Borrower are commenced
under any statute designed to compromise the claims of creditors;

Fxecution, etc. - if any execution, sequestration, or other process of any cowrt
becomes enforceable against the Borrower or if & distress or analogous process is
levied upon the assets of the Borrower or any part thereof;

Encumbrances - if any encumbrance affecting the Collateral becomes enforcesble
against the Collateral;

Change of Ownership or Amalgemation - if there is any change in ownership ofthe
shares of the Borrower without the prior written approval of the Lender, or if the
Borrower merges or amalgamates with any other corporation without the prior
written approval of the Lender;

Cross-Default - if the Borrower 1 in default under the provisions of arry agreement
evidencing or relating to any outstanding indebtedness or liability of the Borrower, ot
if the execution and delivery of the Debenture or any other security document
delivered to the Lender in connection with the Debenture should constitute & breach
of any agreement to which the Borrower is a party or by which it may be bound;

Litigation - if there iz litigation pending or threatened against the Borrower before
any court, administrative board or other tribunal which, if determined adversely to the
Borrowe, in the opinion of the Lender would materially affect the Collateral or
would have a material adverse affect on the financial condition of the Borrower;

Dissolution, Liquidation, Winding-Up - if there is instituted by or against the
Borrower any formal or informal proceeding for the dissolution or Hguidation of,
settlement of claims against or winding-up of affairs of the Borrower;

False Report - if any certificate, statement, representation, warranty or audit report
heretofore or hereafter furnished by or on behalf of the Borrower pursuant {o or in
connection with this Debenture, or otherwise (including, without limitation, the
representations and warranties contained herein) or as an inducement to the Lender to
extend any credit to or to enter into this or any other agreement with the Borrower,
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proves to have been fulse in any metferial respect ot the time as of which the facts
therein set forth were stated or certified, or proves to have omitied any substantial
contingent or unliquidated liability or claim agrinst the Borrower; or ifupon the date
of execution of this Debentire, there shall have been any matesial adverse change in
any of the facts disclosed by such certificate, representation, staiement, warranty or
andit report which ¢hange shall not have been disclosed to the Lender at or prior to
the time fo such execution; or

{9)  Material Adverse Change -if, in the opinion of the Lender, there is s material adverse
change in the financisl condition, owaership, or operation of the Borrower.,

The provisions of {his section are not intended in any way to affect any rights of the Lender with
respect to any indebtedness which may now or hereafter be payable on demand.

3 LENDER MAY WAIVE DEFAULT

The Lender may by written notice to the Borrower waive any default on the part of the
Borrower on such terms and conditions as the Lender may determine, but no such waiver shall be
taken to affect any subsequent default or the rights resulting therefrom.

6. LENDER'S RIGHTS UPON SECURITY BECOMING ENFORCEABLE

Whenever the security hereby constituted becomes enforcesble and so long as it
remains enforceable the Lender may (o the extent permitted by law):

{1)  Take Possession - immediately take possession of] collect, demand, sue on, enforce,
recover and receive the Collateral and, whether or not the Lender has so taken
possession, may sell, lease or otherwise dispose of the Collateral either as a whole or
in separate parcels at public auction, by public tender or by private sale, either for
cash or upon credit and at such time or times and upon such terms and conditionsas
the Lender may determine with or without notice, adveriising or eny other formatlity,
all of which are hercby waived by the Borrower; and the Lender may also rescind or
vary eny contract of sale that may have been entered into and resell with or under any
other powers conferred without being answerable for eny loss and may adjourn any
such sale from time to time; and the Lender may execute and deliver to any purchaser
of the Collateral or any part thercof good and sufficient deeds and documeats for the
same, the Lender being irrevocably constitated the attorney of the Lender for the
purpose of making any such sale and executing such deeds and documents;

(2)  Appoiatment of Receiver, etc. - by instrument in writing sppoint any person qualified
umder applicable legislation, whether an officer or employee of the Lender or not, fo
be a receiver (which term shall include a receiver and manager) of the Collateral or of
any part thereof and remove any recgiver so appointed and appoint another in his
stead; and, subject to the provisions of the instrument appointing such receiver, any
such receiver so appointed shall have power (o the extent permitted by law):

(1) totake possession of the Collateral or any part thereof,

()  tocamry on {or to concur in the carrying on of} all or any part of'the business
of the Lender relating to the Collateral and to use the Collateral directly in
carrying on the Lender’s business or as security for loans or advences to
engble him to carry on the Lender’s business or otherwise,

(3)  to make any arrangement or compromjse which the receiver shall think
expedient, ' :
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to borrow money on the security of the Collateral and in priority to this
Debenture for the purpose of the meintenance, preservation or protection of
the Collateral or any part thereof or for carrying on all or any part of the
business of the Borrower relating to the Colleteral (and in so doing the
receiver may issue certificates called “Receiver’s Certificates™). Receiver’s
Certificates may be paysble either to order or to bearer and may be paysbleat
such fime or times as the receiver may think expedient and shall bear interest
as shall be stated therein and the smounts from time to time payable by virfue
of Receiver's Certificates shal! form a charge vpon the Collateral in priority
to the charge of this Debenture, and

to sell, lease or atherwise dispose of the whole or any part of the Collateral
(or to concur therein) at public auction, by public tender or by private sale,
with or withouot edvertisement, for cash or upon credit or partly for cash and
partly for credit, at such time end upon such terms and conditions as the
recejver shall determine with or without notice and with or without
advertising and without any formality ali of which are hereby waived by the
borrower, with power {o vary or rescind ony contract of sale or other contract,
buy at any such anction, resell witk or under any of the powers conferred
hereunder without being answerable for any loss and adjoumn any sele from
time to time; and the receiver may execute and deliver to any purchaser ofthe
Collatera] or any part thereof good and sufficient deeds and documents forthe
same, the receiver being irrevocably constituted the attorney of the Borrower
for the purpose of making any such sale and executing such deeds and
documents, provided that such receiver shall be deemed the agent of the
Bomower and not that of the Lender and the Lender shall not be in any way
responsible for eny misconduct, negligence or non-feasance of any such
receiver, his servants, agents or employees. To facilitate the foregoing
powers, any such receiver may, to the exclusion of all others, including the
Borrower, enter upon, use and occupy all premises owned or cccupied by the
Borrower wherein the Collateral may be situate, maintain the Collateral upon
such premises, borrow money aad use Collateral directly in catrying on the
Borrower's business or a5 security for loans or advences to ensble him to
carry on the Borrower's business or otherwise, as such receiver shsll, in his
discretion, determine. Except as may be otherwise directed by the Lender,
the net profits of carrying on the said business and the net proceeds of sale
shall be applied by the receiver, subjeet to claims rapking in priority to this
Debenturs:

(1)  firstly, in payment of all costs, charges and Expenses of and
incidental to the appointment of the receiver and the exercise by him
of all or any of the powers aforesaid, including the reasonable
remuneration of the receiver and all outgoings properly paid by him,

(2)  secondly, in payment to the Lender of all Indebtedness in such order
as the Lender in its discretion shell determine, and

(3) thirdly, subject to claims ranking subsequently to this Debenture, by
remitting sny swplus to the Borrower,

Consultants - require the Borrower to engage a consultant of the Lender's choice,
such consultant to receive the full cooperation and support of the Borrower and its
employees including, without limitation, wnresiricted access to the premises, books
and records of the Borrower; all fees and Expenses of such consultant shall be forthe
account of the Borrower and the Borrower hereby authorizes such consuliant to
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report directly 1o the Lender as well as to the Borrower and to disclose to the Lender
any and all information obtained in the course of such consultant’s employment;

{4)  Further Rights - exercise any of the other rights to which the Lender is entitled as
holder of this Debenture, including the right to take proceedings in any court of
competent jurisdiction for the appointment of a receiver and manager, for the sale of
the Collateral or sny part thereof or for foreclosure, and the right to take any other
actions, suit, remedy or proceeding authorized or permitted thereunder or by law or
by equity in order to enforce the security constituted by this Debenture;

5 Statutory Rights - in addition to those rights granted herein and in any other
agreement now or hereafter in effect between the Borrower and the Lender and in
addition to any other rights the Lender may have at law or in equity, the Lender shall
have, both before and after default all rights and remedies of a secnred party under
spplicable statutes provided always that the Lender ghall not be iable or accountable
tor any failure fo exerciss its remedies, take possession of, collect, enforce, realize,
sell, lense or otherwise dispose of Collateral or o institute any proceedings for such
puarposes;

{6}  Powerof Attorney - act as attorney for the Bomower (and the Borrower grants to the
Lender its frrevocable power of attomey, which power shall be binding upon the
Borrower and all third parties) to execute and deliver on behalf of the Borrower sl
documents and instruments a3 may be necessary 1o effect the transfer, assignments
and enforcement procedures coptemplated in this Section 6; and

(7Y Lender May Purchase Collateral - may become (and any subsidiary, agent or
representafive of the Lender may become) purchasers at any sale of the Collateral,
whether made under the powers of sale contained in this Debenture or pursuant to
judicial proceedings.

(&) Perishable Collaternl - Except to the extent thet the Lender believes on reasonsble
grounds that any part of the Colateral is perishable or will decline speedily in value,
the Borrower shall be entitled to not less than fifteen days’ notice in writing of the
date, time and place of any intended disposition of the Collateral, such notice to be
sent by registered mail to the last known post office address of the Borrower.

7. LENDER NOT OBLIGED TO REALIZE SECURITY

The Lender shall not be liable or accountable for any failure to collect, enforce or
realize an Intangible and shall not be bound to institute proceedings for the purpose of collecting,
enforcing or realizing the same for the purpose of preserving any right of the Lender, the Borrower ot
any ather person, firm or corporation in respect of the same, and shall have no obligation to take any
steps 1o preserve rights against prior parties to any Debt, Instrument or Chattel Paper whether
Collateral or Proceeds and whether or not in the Lender’s possession and shall not be liable or
accountable for any delay ia or failure to do so.

8.  DISCHARGE

If the Borrower pays to the Lender the Indebtedness secured bereby or makes
arrangement with respect thereto which are to the complete satisfaction ofthe Lender, and otherwise
observes and perforsms the terms and conditions hereof, then the Lender shall at the request and at the
expense of the Borrower cance} and discharge the mortgage(s) and charge(s) of this Debenture and
the Security Interest created hereby and execute and deliver to the Borrower such deeds and cthf?r
instruments that shall be requisite therefore, provided that until such cancellation and discharge this
Debenture shall remain in finll force and effect; provided further that this Debenture may be assigned,
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pledged, hypothecated or deposited by the Borrower as security for advances or loans to or for
indebiedness or other obligations or liabilities of the Bomower, and in such event this Debenture
shall not be deemed to have been discharged or redeemed by reason of the account of the Borrower
having ceased to be in debit.

9. NOTICES

Any notice or demend required or permitted to be given or made by the Lender to the
Bomower mey be served personslly on g director, officer or employee of the Borrower or may be
given or made by mailing the same by prepared registered mail addressed to the Borrower at the most
recent address on the records of the Lender and shall be conclusively deemed to have been received
by the Borrower if served personally on the day served and if given or made by mailing by prepaid
registered mail on the third business day following the date of such mailing. In addition such service
may be made by facsimile transmission at the fax number of the recipient most recently in the
records of the sender and in such case, service shall be deemed to be made on the date of the
transmission if before 4:00 p.m. (local time of the recipient) on a business day and otherwise on the
next business day.

10.  DEBENTURE TO BE CONTINUING SECURITY

The remedies of the Lender under this Debenture may be exercised from time to time
separately or in combination and are in addition to and pot in substitition for any other rights of the
Lender however created. The execution and delivery of this Debenture shall not act as a merger of
any simple contract debt or suspend the fulfilment of, or affect the rights, remedies or powers of the
Lender in respect of, any present or future debts, lishilities or obligations of the Borrower to the
Lender or any security now or hereafter held by the Lender for the payment or fulfilment thereof,

11.  SET-OFF

The Indebtedness secured hereby shall be paid and this Debenture shall be assignsble
without regard to any set-off, counter-claim or equities between the Borrower and the Lender.
Notwithstanding the foregoing, and any other provision of this Debenture, the Lender may at any
time, without notice to the Borrower or fo any other person, and from fime fo time, set-off,
appropriate and apply any and all deposits by or for the benefit of the Borrower with the Lender,
general or special, matored or unmatured, and any other indebtedness of the Lender to the Borrower,
against and on account of the Indebtedness secured hereby irrespective of whether or oot the Lender
has made any demand for payment or the Tndebtedness secured hereby is due.

12. GOVERNING LAW

‘This Debenture shall be governed in all respect by the law of the Province of Ontario,

13, FURTHER ACTS

The Barrower authorizes the Lender to file such financing statements and other
documents and do such acts, matters and things (mcluding completing and adding schedules
identifying the Collateral or any permitted encumbrances affecting the Collateral or identifying the
locations at which the Borrower’s business is carried on and the Collateral and records relating
thereto are situate) as the Lender may deem appropriate to perfect and continue the grant(s),
mortgage(s), charge(s), assigament(s) and transfer(s) of this Debeature and the Security Interest
created hereby, to protect and preserve the Collateral and to realize upon the Debenture m'ad the
Borrower hereby irrevocably constitutes and appoints the Manager or Acting Manager from time to
time of the Lender the true and lawful attorney of the Borrower, with fall power of substitution, to do
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any of the foregoing in the name of the Borrower whenever and wherever it may be deemed
necessary or expedient.

14, SUCCESSORS AND ASSIGNS

This Debenture shall enure to the benefit of and be binding vpon the parties and their
respective sucoessors and assigns including, without Himitation, any entity with which the Bomower
may be amalgamated. In any action brought by an essignes of this Debenture and the Security
Interest or any part thereof'to enforce any rights hereunder, the Borrower shall not assert apainst the
assignee any claim or defence which the Borrower now has or hereafter may have agningt the Lender,

15, AMENDMENTS
Save for any schedules which may be added hereto pursuant to the provisions hereof,.
no modification, variation or amendment of any provision of this Debenture shall be made except by
a written agreement, executed by the parties hereto and no waiver of eny provision hereof shall be
effective unless in writing.
16, INVALIDITY
In the event the iefms and provisions of this Debenture, &3 amended from time to
time, shell be decmed invalid or void, in whole or in pat, by eny Court of competent jurisdiction, the
remaining terms of this Debenture shall remain in foll force and effect.
17.  ATTACHMENT
The Security Interest created by this Debenture is intended to attach when this
Debenture is signed by the Borrower; provided that, with respect to afleracquired property, the
Security Interest created by this Debenture i5 infended to attach when the Borrower acquires 8n
interest in such property.
18. RECEPT OF COFY
‘The Bomower acknowledges receipt of a copy of this Debenture by signing it.
IN WITNESS WHEREOF, the Borrower has exccuted this Debenture this 7™ day of
November, 2006.

TERRACE BAY PULP INC.

Per:

Wolfi Tke - Presideit

1 have the authority to bind the Corporation.
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SCHEDULE ‘A’

All tands and premises described in Instrument No. TY32365 registered August 26, 2006.
SCHEDULE ‘B’

DEFINITIONS
{2} “Collatersl” means:

(1) alireal property
(2)  Procgeds

(3) Books & Records
(4)  Equipment

(5) Inventory

(6)  Other Property
(7Y BookDebts

that is granted, mortgaged, charged, assigned or transterred to the Lender pursuant to the attached
Debenture,;

{b)  "Expenses” means all expenses incurred in recovering any Indebtedness secured by the
attached Debenture or in enforcing the security thereby constifuted including, but not limited to, the
Bxpenses incurred by copsultants eppointed pursuant to Section 6(3) and those incurred by the
Receiver in connection with the repossession, holding, repairing, processing, preparing for
disposition and disposing of any of the Collateral (including reasonable legal costs on a substantial
indemnity basis and other Expenses), ; ' ’
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sworn the 10" day of March, 2009

g j F o

! ACOMMISSIONER, ETC.




o

d RUMBE

i}

ol

U THAY

T

Pty

B

CEeT

BARLH

2
{

faxi

11

i
EA

|

SPA
[&eh2 1 H2008)

1 HY CERTIFIBES
BEASONAL PRAOPERTY SECURITYS
HEGISTRATEUR
& SUAETES MOBILIERES

AEGISTAAR OF

IE

tef

R
X
8¢

T

> .
5~ Ontario

e
[:):




oL 7
< 4
W

SIYFINOCH $TLIENS 30

YL ELSIEEHE 30

FALENDES ALY 3d0OHd TVNOSES
30 HYHISISTH

oot

WA SR LALLM A LIS

S L EEWE0ER

FREL B =3

MOIIATEDESG - 5L
TERRINTIOO | bl
TTCEEE TS ; R Y T R e

nva USRS TON

4 I

¥ ci
GACOTME T BIRLY SGHAGHDY LS8N
EUSTHAA HOLER '
LEW IR Dol (o 2 T

S ATHREENR

o RRENELE THILINT FINH NEAID LEEIS

{1l

GIEV LG .
il Toamd Co
IWER: o) AT
SETN MEAIS LISLA
“ & LA [}
2OLHAEd i) COUETTERNE ndM L EY LATRIE
FLETEEE g gINTHER dOIOR NOTLER -

. _IDERITOAY e
EASN gL

ALEEE DHIRIRT

ST rowswEnD B11E
PO GEIDAONED . BIEYE

; WaNuES A0 EALL

[

1

e F A3 1o
AL NOLLYH

A

]




OLIBWO_ ] &

tanpza ¢ anial

SHLZNAGHE SEL IS §30
2NSIVELSI0E 31

JALIMNDES MEIOU IWHOSHEA
10 BvdiEDEY

o

WY SHHIARL WA AR ORI,

e ey

e
af

T

g

Al

SRELENS MOl ras

EGEENY T LT

s 5y WE D 5t
‘ PN g LA LI (a3

it

SREL SIAREI0Y .:.,Euaa..

SITELETD TIHALTIC

5 ,E uz.rf_: z.u._ 1

it U I L
HERLAEG 54

RIS

EIaNftict

CENY z... ..umm_‘ Hn 1

5T
BISIHEA

HETT

Th

Crn A DR bt

: LM EE]

E D ARLGRAND, F
: EnuvRE S

An T TALadEs

PRSI N

M AT St

;ﬁw" =R




oleu

1EOOZA t Hihal

4 SIUEBON 5312505 S0
GrELvHISIDE 5

JALENDRS AL5Fd0Hd TYNOERTS
40 M CEIR .

WVl SHHLLY AL (LY

i

oy
[

AR SHSE I I

£l

TLLE

- E

RIS RIRRLY
, Td Oh

TALTHERLY
J0 FaEd

HIST LRy DIECIRD

I3

STHL

A

LA SO HET

)

RIOT I

[ 2t

TS

FATIIHTA

e

fiec)

i

okh e e

ao
21

LA A ] LEY

TS AL CNYHINES o1

ANDIEES  F
o wolok L
divd

WA DS NG LnEANL L BOOUH

BRW
ERASIR Y

TIHH
BOLAET

B odadna
s
G
L4053 WiV NIDNYHTE
07 : ROHEREAD ENYE
Ny FUvEZEL RS NEASNEIAGD KOEYES.
ring B5 30 HdAL

P LEIT MLt

el s I

POMROR dbd

M




oLBWD _v]

B0 ¢

TIMFNEGH S513HNS 330
WNSLVELSISEY ] @ v

MLUMADES ALEZE0Hd TINCEHId

i VR LS

)

aaw SRINEDT MHOLINTVENENT BRI G 208 wee
G [ike FLTOE CLERELI IMTTIM Ly
WVl SHALTLLNAD: A QLI ERS
"
3 P
e
1Y
* X
ALYO ALT4RIEE - EO THALEM Sehlabet SR MRRLINOE ity
ameTS o U FoNTE : R

WRALETSD,

i

renei)

[

LG

w OTEYIa

B

HEATY LUYTS BLNTE A0 5N
PR ot qETHRES (LT aBEHGaY 1143
LesTOT7 O HOTIREGIRO

CRMYH CESEMISTH:

€0
0

K ; 1 EESD B LG » L
gzann® v ganany o TS 30 ol ey

pgwsLEIOAY 6T IYNIATOTE . AnOTIHAN Asge . ADIAmEn

CAREIOHDE BIERY S AHERELYIE SHIDRMEIA

EGATED i 7

[RSLANH ‘

Hik FHARMAN




OCECO \kq
LC

TRUTINSON SRAEHTE 580
SNELYRLSIDE 1.~
PAEIHNGES ALHEIOHS VNG m_..i i
O BVHLETT

\m@llk

WV SARELLYD A (5 :..:..:

Soidl

[l
3

L
e ke

v

MIE0R

corre
n\...l.:,.

BLE P,

Wiy

h_«nu
HirHWHE

R

u..mmm»,,.‘ﬁ
HOJCR . vt

iris

WL,

ONERVANLERATAS




oueO _J
< t.&

SHEHTON STLIES §3 ) o
HNELVY_SIS3Y 5 s S uEAK]
ALIEND3S ALYFATEd TVROEESd
40 BVHLSIoRE

’ wws " LEHVA CHELMEE SHEI IOWRCD TROLIVREQENT HER SEEE wew
Wl')n& SR HATY

WV SHTIA LR (T

g

AHERY

SHEBHIATORE

ARy R
HRAMLAY

..11..
g
RN

=D THES

HOECI

WERN SYAA

GoRLAREDTY  LHBEETE

Ay e
3. MEIEE

CHATE o

L AL

5
FTITHRA R0

i
=

CHT SRS oniEvd

S MGLLEERTERD CGTEYLT

OB BEERTTEAG

1 BN

f4hg  INIATHY

Ig

) N
SHLLEBG

HCTIMEIZISAY

LE=1p Ry e

HOTEONG

e o
wanlie

NIRRT

AOOY FEAGL
N EDVEERL

AL =i}

O

ihRLE




OLBWIQO ]
<

TEUSIBON S3LIE0E §30
WNALYEL 5193k 31 4

FALIHNOFES ALRSd0CHE TWNOSHEd
SO EYELEISaY

Domes CRDEYd OMENCED EHD SOMANGD DOTEREREOSNT Wi E0S .
Y CSEEUWICH o Wi

WY SHALILLEA Y S8 (HO41LH0 Eeibh!

.ly‘_a .

‘nmﬁw.w”mwuufmm m
A HRLETIO0 r
BREC -

T i

T

FEERTDAT | HEHLG SINROGHY RIER Chire: EAGO

w50 LN AOIHEN HOME : ,cqw:: A
B NRRLNTIREY

BG
B
) BERHGGY Lé
Con RO RGTEOD DT .
HRN Es5NIsHe . ,.m:. AR 13
0
ERENAGS wa
b
SO PR TE G
. 5E
i
ENERANE TELLINT ]
7o I
. Qree A tEr . BRYTIA
.hﬁn WMOILYHLETORY e awIcL, A4y HOT LD
PR [l

o LTERELY LT ONIONEHTE 0T WMol

r.. nm.hu..umt_
RDHYRS

k=

[ ]

. AR
A s



OO /] 7

(oot e

SIUIUGON SELIHNE §50)
e LR
ALIENSES ALHEdTEd TVNOSRTd
20 wVEIBIDI T et et

, o

we s ELEWE S BRLCISYLEERS
Y e w1EWK

WV SR DR QALY

o T T

PSRRI RN

e
RN

REE AR

2 ) ol
FH L.S..m?. :

o ALTHOEER
lu.w—l- mrﬂ-~ o

7y

ol

o MLE

51
auaiy L5

SERN .
AW ERENTERG. e HF L)
&a._.,u Lyl

HLHTH w.ou.m”_.{a.

ZEWELIY

GIE
LasTaT500 ,,3; Z 31 LFH

TORT NG R SEEHIY

TURG zusi L
PR b le

U MGTICRLETS:

T mTITERN HOAOH

REI E HTEI 0 DEREIY

T4

TORYRIA T TR

EREATY

ey

FELEAE FINEAY AT ;.Umm..
R

THEY L



OLRQO /]
JA

mwmm_._mm_.uﬁmwr_mmbm 53 .
NELVHISO3Y 37 [
[ANE - ie = ;lzﬂmomm TNDEET
30 BYELSIO3Y

AHe LOYINID CROTUVIGEIART

2 HATY .

AR EY: e u?:.%
MV AR AY A LALLY 4G b
SReTen VR CHANH WUER
ot
A0 TAGRYI LAOCHY EN 45 mmn,.:....

.WJ aaxa ANOTHSA ,w.uh..u_vh

1 ....u.{..vh_us. ?.J..u .Eu_ AR B [
At N MG TE W bz CEEFHGUY

HUMBTEY LI, AT ALY CHENE
mmu o N1

SRFEa:

[

WEOAVDD, QIANIHO

AN SEEMNIIDS )

i

f Wi HEATS L LERTE i
w1 NG g oELene : ol {ocw 3

e 1

HOHE IS

E.::u Sa8

phnsag

‘.‘.;.r

Te HEALS a..m,m.m.u..

Wi o 43
SRR DTILEGE N SRR B
a,.,_.u:..im HCER
! YBYAO L HowER 18
EL T S AL i e

m,..mzn.z SI0EENE
thEX AEOIHEA %.L.r:

LEMSLELE BENYHD S nrumm.

.f.:. i1

ERR-ZStI
B Eo11 BT (P




oLe ]
AMtA ’
AN

SRYEIMB0HW S3L3wNS 530
HNZLVRISIDEY 27

(ALIENDAE AETdOEe TYRDSHE
S0 HYEISIDEY

Vel SHETELLRALAAE GRALLERD

i
-

SauaoEs EHL .

S =

[ B B NS e !

01 EERT
CNEE
TIEERED

IHTA

o
-~
[
£
G
Ay
-

v
(A4

SO0
EEEH b

TRND YRGS

VTR NETT/ALENE ORNASEE

SCNESLERW. 4T
aov L vl

R ROTINEOIND . OIEY . s
SIERLENE BRIl A AW

Cfuersddr 50

HRYNENS B WEMTH 8 BING
WO
AOTLYHLETERY OL
sy Sl RYE EDWIHEL TITEN CEREHTSNN T
. 3 S s
IR TELLIN LSRN

T ! e
JEYIN HEHEHD RGN 2994

53 ER

TP

GAGE

#EHLE

i ORITLE
BELRY TS

WIS O MHod

: RN ETLE
v Eo 28 CHEMCDT HIENES

HoaWE e

pIYETL

ALiaans




O:SCOA ] 7
=J

SHHAHICGH SILINNS £30
SELYHISIOAHE 31
HMADEE L 2d0b WG .m
S kLS

o

3 SR AL AR GH LN

[ A, AR Ty .
kiw CALHEE THRen BEELENS -
e iV TELY LGGT

jajwls

X ¥
. n,mﬂr..»_“m?

i 7P1..U_.n. .ﬁ it ‘wme.mm

.ﬂ.;id. Bl

sEdEany

NOTHEIOIE0

QIFTING

i

., am
HERW

EREl r..um [hE

aeithy FR B EINLE
g
R ; RSEERT AFDHERY EEvd TIATTEER O
TYRESESR

Py izﬁ.nm__.um .

HﬂZw?:

@ OSSR

AR

a0
HEhdd .
7 ey o e
LD ~EEYE

v}

s
it

b

A1)

HI

fefaige]

“HE
£2N1D

2

1.

N

AvER

aby
o

Felis)

WM

mmm

R . T I ALV

P

A

4 5%

S

HH1Y
L35

given

CIEHINSAS
e u!o-.. H nu.n

i

G ..QU...:.

WO T

R R

et

1o

ih

(=)

=

ARTANDEY




OLBWIO (] <7

-.

15e021, Nibm

SIEHUSOE S2LZHNS 530
HAELVEISIDRY 31 i

HIHNTAT A ESION G IWNOSHEEL

#O HYHESIDSH

wes CRLAVA GTHOZRES BELIOEINGY ROLINWECERT 2ERLENS
.\Mwhn . ; o GENTHED LY I T

MW SR LI AAR QLD =R ATIITELEIE i

=]

iy

sz
S e 4

ot I EAEY)

vd TV RATM

GLETY

LU LD

AYIN WY

.a;¢n BLLLEH

G

RGN

I

l:x‘ 3-1

HOLLEO LAY

4t s

rPhi M

e

LYYCITT. OLHYY
AN

&

WL ...m

FANNEDE  IWLLINL HHEN Hidra m
¥ FTwEdSs Yo
FEOT TR LD N
ORI B L EEYH
BOLHED
. FYHEAS ;Jqf Nohs YH HEALD " ] McmMm&a

¢
TOIHES
HOTEYRIZINAY

JABRLTEE
L HGLINES:

SLEELDILS

BERRN

SCo

TEIN E08 WIWTID S W

SHELTLE OIS DT

-

v

)
-

G
[t
[

nE

14

STl IMELET




O_\_mu\cO \A\\
;.5

S3WEUECY SAULFHOE 520
JASLYHISIONE 37

IALIMNSES ALEZ D0k d WNGSHI
S0 WYHLISIDTEY

vee MRLEEECOSHONAE. ARL IDTINGT TROLINHECNT GEEHIENS HOE s T e
kw Y ERET

WV STALALALY A8 (LY

e g e
ST MM e

b

21
o
i

T

S
AYMOCHEE JEL NT C3RLYE e
AR Le A O NIWIC BT RE S ) WOHLTM it
ol
iy
B Y -

[

O ORLILNDL LowoogEm T ....Hmuurﬂ. RS AR ASE

CGEHIA AN SIS FANTHES MOI0DH: .
FORIT a0 e

m,....;mm.u 90

v

ML RO RS ATINING [

SWYN SRR S ElEH :
SHRLBEG ET

SEFEAR P

VL vILY

. THLLINT (._ HEALS LESLA
b
AGLdsE . ATIRRES :
HOTINEIETOEY BIDIREN _ LD
RETT S T NEHE LY LT IR ....

pezalE

HE e LS RiHEANSE




oLeJuU(Q _y
..h
La

SHWSINEQYV FELEENS 550
HAZLYHLSISSE 51 a) s

FALIHNDAE AL HIdOME IWNOSHT

40 UvELEIER

- wrn " ¥E CHY00ED
Y o7 . ol Lo

SLILLMED A GHEILENEL

—

RGNS

_.J,.
THEEY.

THSLE L0

N KL TCTLALEDEAL - §1
AELTE EHEL =

NEER .h..m.MJGU

LR

EREINED

%%

j L] T e SR

»cl.Jﬂ?\..
HHRENG .
nmﬂu YR LTI

QACHTN

CEANTEEA W3

il :iuﬂ

CRE LK S ERE TG fil
LMVHIVD, HATT
G ECUERTE ) B

YA

80
CARLIEN 3

B A Hivl
AT S el A

LEengRlC An
woluwd 7

I ¥ o FiH) 14 1
4nmzx , ) AN T g SHEME A0 Qe .

UHEILEITEY 0 nEed.

mwhﬂhg_wp
mr:z. I

Al ﬁquL,‘ ETHVRELE SRIDHEHLE

Lo mErT

JEVErs

CTiGELANS I LaROOE P I
AU 0 BODE ¢ BN BiE

pla ¢ ERENAN 0A

SRLEAS HOTL

PRI




OLIBIUQ _] ¢

lanagiy gahsy

Au

.-

S5

B

SUECH 5ILTE0S 539 o

YNEVEISSEY 33 it St IEINTL
HAEAGES ALE3d0HS TNCSHd
0 HVDLSYeIY

W V“ . www  TRIHES

Vo STALLLNAD: AH Q3

HEHLELE HOS vew

r
ok

[

wLEE

UDELETINEE

LatHa

SOAEAVEY

TdnaNE  H
o pnpe

P m..mn&m,“mbzuh frinis Q&
T R¥hc il tedinned
MNOTINTIN S TSIV lrddav? E e

i Y L

CERMNEDY q lm.,_._,mu

YLD

e T
fas i)

,%L.:_-

i0

S semeans ro
Lo EEntE AT

TS

m.ck :..m..b: mn:z

[He

nEIn mni WS/ DNHME YL DNASETHEL

LI n:mu !

LAl TROGTEDEGNL
PoEM
FFFRNN




GO ERHME

Al

i
R

I
Mk

#

Bt

BAY

ATTACHEY

—
L

-‘-I

FA

"7 T
pALN

AT

EOE

T
Lhiz

2TY

]

i
h3
e

b,

25

Pk

i

53

LR

el

1%

441 1

|

IO

5 PA

D BYCERTIFIEES
o
PEASONAL PRGPEATY SEQUAITY
qus?ﬁé\TEUH
OEs SURETES MOBILIERSS

-

RTTE
REGISTRAR

LE Fi

[l

L]

1312508

lerli2

™\
g
7~ Ontar

z



Oooooppoo 0oooOono 0popoooo 00000004 52080000 2TLOTYT5S 2 990581715 10k

[GES-L0L6L Yd "BwdEpepyd
LEEEL X018 Od

082

opy auoydajay

10} ltuay ssesid aimeuig
ajeq voneddsg
“oN peD
xaly O YSIA 1|ue 3pPid
§ palliluay junouy {jeuoiido) uewiARd piRD HP2ID
Sz™{9 60/90/€0 1401815 9305215

oLBB0Q0LE JON "GTI 35D
‘pasppuR) S80S pUe papUGdxa Ao (B Ja) jIn) U) JuswAed 0] 8igisUodsel SPROY I} LWOUM G3IAI0S funsanbe

Aued syl 01 upasd spualxe 350 -afleyd asusuy Yruow 1ad o5 | B 01 19algns B8 SARD OF UNIM pred 10U $E510AUL - SAYA OF L3N 'SWHAL

ssausnyg Nok 1ol NOA INVYHL

0086-/26-008 - uewdey) Jayiesy - JSD ONISA HOd A0A WNVHL

52709 LHAOKY TYI0L

00°% 334 ONIDVHI

00°82 13A3T ALNNDD - HOWVAS 20N - 334 3DIAYIS

g2 le 1500/ LN3H35UNEsSIa
50330 40 d3040034

0o’ ‘YIEHMI00 40 1DTYLSIO NI SRIOM NDILVOLLT/NADD

(130IACMd DN 484 [BUOLILPDY
papLAcdd 10N 01 L23C0Hd

3et230
209000
5N0N3a

802020

60/50/€0 ajeq #9pi0Q TOD £68516 “ON 48P0 7/2y61L ON 91BN

6Y1 TT5W NO QENOHOL

IS3N 1HN0D 3JY3WHOD

13Ls Ave 66T 0082 3LINS
47T HOOAVYD B ST3SSVD "INV

FHYS NININIOY LLdvi
sseJppy Burddiys sseippy Bulliig
9905215

"oN N2y

“OHI dNd AVE JOVHY3L -9d
ANYAWNDD 3TTAHIS KOILVYOGLUDD

oM

1 afieg

SZ°09 an(] unowy
£0/80/E0 812Q 30I0AU]
Z1/0191S "ON 83ioaly




Consulter le registre | _ Page 1 surl

Registre
e drolis personnels
ot riofs mohilies

Québec fe=
BT

i e AR I
MinistErs de ia Justica

L

Recherche des inscriptions sous la désignation
d'une personne physique ou d'un organisme

Date, heuse, minute de cerfification : 2009-02-18 15:00

Objet de la recherche

Nom de l'organtsme : Terrace Bay Puip inc.

Résultat de la recherche

Nom de 'organisine Code postal
TERRACE BAY PULP INC FGT 2W3

Nom présentant des similarités - Nombre d'occurrences 1 0
Aucune fiche nominative n'est &tablie au regisire sous tn nein présentant des similarités avec fe nom consulté. La recherche peuld ne pas étre
exhaustive.
‘fﬁ imprimer la page
Demande d'état ceriifié
Consulter leg inseriptions sous la désignation d'une suire personne ;ghyslg;;e ou praznisme o sous un autre numerp d'jdentification d'un

vihicule routfer

Relour & ia page Consulter fe ragisire || Aide en figne

Darmldm medificagion ; 12 favrier 2008
Foiliqus de confclonlinhld

QuébecBR

& Gouvernoment du Québes, 1987-2008

hitps:/fwww.rdprm.gouv.qe. ca/rdprmweb/consulter_clientele_externe/rm02_resultat 3 asp?SID=AAAA... 19/02/2009



Consulter le registre Page 1surl

Registre
der dralfs personhels
et réofs molifiors
£ F Eﬁﬁ S — - H
QuébeC me EETEIEE

HinistEe dois Justico

e st Inscriptions sous la désignation d'une
ersonne physigue ou d'un organisme
p g

Date, heure, minute de certification ; 2009-02-18 15:00
Nom de I'organlsme : TERRACE 8BAY PULP INC  Code postal ; POT 2W3
Nombre de fiches détzailiés : 1

FIGHE SYNOPTIQUE

Fishe Inscription Date heure:minute
00t 07-0456676-0001 2007-08-08 13:08
RECTIFICATION D'UNE INSCRIPTION

i

& Imprimer [a pees
Damande d'éiat cedifid
Relotr 4 1z page Recherche des inseriptions sous fa déslongtion d'une persenne physigue oy d'un ofganising

Gonsultar jes inscriptions. sous la désianation d'une aulre personne ohysicue oy orgaplsme oy 5ous un autre numéro d'identification d'up
véhicule routier

Retour & Ia page Consuller fe registie | | Alde sn figne

Damléra modificatlon 1 12 lavelar 2003
Poltigue do confidontfafis

QuebecBa

© Gouvamamsnt fu Qudboe, 1537-200%

https:/ferarw.rdprm. gouv.ge.ca/rdprmweb/ consulter_clientele_externe/rm09_resultat 2.asp7SID=AAAA.. 19/02/2009



Consulter le registre Page 1 surl

Registre
daz thraits personnels
¢t réels mobiliers

Québec me

Recherche des inscriptions sous la désignation
d'une personne physique ou d'un organisme

T e e e ST Shor et
HMinttfms deda Justicn

o .
W \mptimer la page

Date, heure, minute de certification : 206008-02-18 15:0C
Nora de l'organisme ; TERRACE BAY PULP INC
Nombre de fiches détalllées : 1

Code postal : POT 2W3

FICHE DETAILLEE : 00t INSCRIPTION : 1 DE 1

INSCRIPTION DATE~HEURE-MINUTE
07-0456676-0801 2007-08-09 13:08
RECTIFICATION D'UNE INSCRIPTION

PARHES.

CREDIT-BAILLEUR
NEXCAP FINANCE CORPORATION
5420 NORTH SERVICE ROAD, SUITE 504 BURLINGTON ON LN 6C7

CREDRIT-PRENEUR
TERRACE BAY PULPF INC.
21 MiLL ROAD, TERRACE BAY ON POT 2W3

3 ! .
-MENTIONS, . rg_.!t@rg ptiss ﬂ.ﬁgtmﬂi’\
REFERENCE A L' INSCRIPTICON VISEER t—'[? Cmﬁmtkeé-)
NUMERD NATURE
07-0445634-0001 DROITS DE PROPRIETE DU CREDIT-BATLLEUR

OBJET DF LA RECTIFICATION
TO AMEND THE CREDIT-PRENEUR AND CREDIT-BATLLEUR THAT WERE ENTERED
TNCORRECTILY

REMOVE AS CREDIT-BAILLEUR: TEERACE BAY PULP INC.
ADD AS CREDIT-BAILLEUR: NEXCAP FINANCE CORPORATION

REMOVE AS CREDIT-PRENEUR: NEXCAP FINANCE CORPORATION
ADD AS CREDIT-PRENEUR: TERRACE BRY PULF INC.

ALL OTHER INFORMATION STAYS THE SAME

RUTRES MENTIONS :
TERRACE BAY PULP INC., BY CELIA LOURENCOC

REMARQUES,

Retour & 1s pane Inscriptions sous la déslonation d'uns personne physigue ou d'un organisme | Gonsulter les Inscriptions sous iz désignation
d'une zutre persenne physicue oy grggnisme ou sous un sutre numéra didentification d'un véhicule routier

Belour 4 1a oage Consuller ie teqistre | | Aide 2p fane

Gomldre modificatton © 12 {évier 2009
Paoitique do sonfifontiakia

2 ey
QuébeckEs
© Gowvomamonl du Quélrec, 1537-2005

https:/fwww.rdpon.gouv. qo.ca/tdprmweb/consulter_clientele_externe/rm08_resultat_} asp?SID=AAAA. . 18/02/2009



Consulter le registre

Registre
des drelts parsannels
ct réefs mohifiers

Québec ma

BT ey

Minietdee de 3z Justlee

Inscription particuliére

s .
% Imprimnet ls page

Date, heure, minute de certification : 2608-02-18 15:00
Numére d'inscription : 07-0445634-0001

THSCRTSTION DATE-HEURE-MINUIE DATE EXTREME D EFFET
D7-0445634-0001 2007-08-03  10:28 2012-07-31
DROITS PE PROPRIETE DU CREDIT-BAILLEUR

PARTIES.

crédit-bailleur
TERRACE BAY DULP INC.
21 MILL ROBD, TERRACE BAY, ONTARIO pOT 2W0

Crédit-preneur
NEXCAP FINANCE CORPORATION
5420 WORTH SERVICE ROAD, SUITE 504, BURLINGTON, ONTARIO LIN 6CT

.BIENS,

SECURITY TO BE TAKEN GOVER ALL PRESENT AND AFTER ACQUIRED COLLATERAL
WITH THE EXCEPTION OF CONSUMER GOODS {INVENTORY, EQUIPMENT, ACCOUNTS,
MOTOR VEHICLE AND OTEHER.} ALL INVENTORY AS SECURED UNDER GEWERRL
SECURITY AGREEMENT DATED JULY 26, 2007,

MENTIONS,

REFERENCE A L'ACTE CONSTITUTIF
FORME DE L'ACTE : Sous seing privé
DATE : 2007-07-23

LIEU : BURLINGTON oON

REMARQUES.
INSCRIPTIOR DATE-HEURE-MINUTE
07-0456576-0001 2007-08-09 13:08

RECTIFICATION D'UNE INSCRIPTION

Consulter une autre Inscription paricufigre

Retour & [a page Consuter Is registra | | Aide en figne

Domidra modiiication © 32 {bviier 2003
Polilguo do conlideniialité

QuébecEE

& Gouvemomant du Québes, 1397-2008

https:/fuww.rdpml.Uomr.qc.cajrdprmweb/cunsulter”_cliemele_exteme/rnzGS_resultat_l,asp?SID=AAAA...

Page 1 sur 1

19/02/2008



The Property Registry

}of2

Services

Search Services
Individual Debtor
Business Debtor

Registration
Number

Serial Numbear

Document Coples
Other Services

Fees

Party Code

Registration
History

Contact Us

Business Debtor

htlps://éiract.gov.mb.cafppr/jsps/scarchfdabiarfbusiness!searchResulfs.jsp

Print
Requestis

Search
Results

Maiting
Information

Payment

Search by Business Debtor

2009-02-1%9
8:06:25 AM
10135244745

Date:
Tine:
Inguiry Number:
User ID:

reli |

1 exact match was found.

0 similar matches were found.

| Help

Business Name: Terrace Bay Pulp Inc.

EXACT MATCHES

|Business Debtor Name

of Regisgrgzj:iens

f1.IERRACEBAY PURP NG,

1. TERRACE BAY PULP INC.

[1.1 TERRACE BAY PULP INC.:

Registration 200714043209 (2007-07-31 4;12:49 PN

[Registered under

The Pecsonal Property Securky Act

[Expiry Date (YYYY-MM-DD) .

2012:07-31 .

ISpecial Notices

[|perfection in Another Jurisdiction

Debtor Address

121 MILL ROAD
ATERRACE BAY, ON
|Canada POT 2W0

|secured Parties
(party code, name, address)

JBURLINGTON, ON

j|Canada LN OC7

NEXCAP FINANCE CORPORATION
5420 NORTH SERVICE ROAD, SUITE 504

iGeneral Collateral

¥ The security interest is taken in all of the debtor's present and after-
iacquired personal property.

|Description !
! {TO SUBSTITUTE COLLATERAL GENERAL DESCRIPTION TO INCLUDE
dALL PRESENT AND AFTER-ACQUIRED INVENTORY, EQUIPMENT,
{ACCOUNTS, MOTOR VERICLES AND OTHER AND IF REGURED TO

ALL INVENTORY AS SECURED UNDER GENERAL SECURITY
AGREEMENT DATED JULY 26, 2007

ADDITION OF THE FOLLOWING COLLATERAL BEING EQUIPMENT,
ACCOUNTS, OTHER AND MOTOR VEHICLES.

CLARIFY FINANCING CHANGE STATEMENT REGISTRATION
200714229213

Change History

JRegistration Wumber: 200714279717 (2007-08
|Sections Changed:_Secured Parties, General Collateral Description |

03 9:01:43 AM)

IRegistration Number: 200714229213 {2007-08-02 2:21:49 PM)

|sections Changed: Secured Parties, General Colisteral Description

Back to Top

Additional Options:

END OF EXACT MATCHES

2/19/2009 9:26 AM



The Property Registry

hitps::’/dircctgov.mb.ca/ppr!jsps/search/debtorlbusiraessfsearchResuits.j sp

To request Printed Search Results or Printed Registered Documents, please select the "Print Requests” tab.

To start a new search, please select the "New Search” button:

Search
Results

: New Search

Print
Reguests

Mailing
Information

Payment

Governsent Links; home | welcome | on-line services | news | help | departments | contact | privacy

2/19/2009 9:26 AM



Personal Property Registry
Search Results Report Page 1 0f 3

Search ID#: Z00921894

Transmitting Party

BLAKE CASSELS & GRAYDON LLP Party Code: 50038397
FPhone #: 403 260 9618
3500 -855-2ND STREET S.W. Reference #: MRO/New

CALGARY, AB T2P4J8

Search 1D #: 200921894 Date of Search: 2008-Feb-18 Time of Search; 08:19:34

Business Debtor Search For:

TERRACE BAY PULP INC.

Exact Result(s) Only Found

NOTE:

A complete Search may result in a Report of Exact and Inexact Matches.
Be sure to read the reports carefully.




Personal Property Registry
Search Results Report Page 2 of 3

Search ID# 200521824

Business Debtor Search For:
TERRACE BAY PULP INC.

Search ID #: Z00921894 Date of Search: 2009-Feb-19 Time of Search: 08:18:34
Regisiration Number: 07073125309 Registration Type: SECURITY AGREEMENT
Registration Date: 2007-Jul-31 Registration Status; Current

© Expiry Date: 2012-Jul-31 23:58:59

Exact Match on;  Debtor No: 1

Amendments to Registration

07080205480 Amendment 2007-Aug-02

07080308575 Amendment 2007-Aug-03

Debtor(s)

Block Stafus

1 TERRACE BAY PULP INC. Current
21 MILL ROAD

TERRACE BAY, ON POT 2W0

Secured Party [ Parties

Block Status
k| NEXCAP FINANCE CORPORATION Current

5420 NORTH SERVICE ROAD, SUITE 504
BURLINGTON, ON L7N 6C7

Collateral: General

Block  Description Staius

1 ALL INVENTORY AS SECURED UNDER GENERAL SECURITY AGREEMENT DATED Current

2 JULY 28, 2007 Current

3 ADDITION OF COLLATERAL BEING EQUIPMENT, ACCOUNTS, MOTOR VEHICLE Current By
(7080205480

4 AND OTHER. Current By

07080205480



Personal Property Registry
Search Results Report

Search ID#: 200921894

TO SUBSTITUTE COLLATERAL GENERAL DESCRIPTION TO INCLUDE ALL
PRESENT AND AFTER ACQUIRED INVENTORY, EQUIPMENT, ACCOUNTS,
MOTOR VEHICLE AND OTHER AND IF REQUIRED TO CLARIFY FINANCING
CHANGE STATEMENT REGISTRATION 07080205480

Result Complete

Page 30of 3

Current By
(7080308575

Current By
07080308575

Current By
07080308575

Current By
07080308575

i



CORPORATION SERVICE COMPANY CS(C- Tallzhassee

www.cscglobal.com 1701 Hays Strect
Tallahassee, FL 32301-2607
800-342-8086
850-558-1515 (Fax}

Matter# T1542/4 Order# 915853-1
Project Id : Order Date 03/06/2009
Additional Reference : NOT PROVIDED

Subject : TERRACE BAY PULP INC.

Jurisdiction : DC-RECORDER OF DEEDS

Request for : UCC Debtor Search

Resuli ; Records found

Thru Date : February 25, 2009

No. of findings : 1

Original UCC Filings : 1

Amendments : 0

Continuations : O

Assignmenis : 0

Releases : 0

Corrections : 0

Terminations : 0

Ordered by MARTI ROININEN at BLAKE, CASSELS & GRAYDON LLP

Thank you for using CSC. For real-time 24 hour access to the status of any order placed with CSC, access our website at
www.cscglobal.com.

If you have any questions concerning this order or {CSCGlobal, please feel free o contact us.

Heather Chapman
hchapman@cseinfo.com

Corporation Service Company{R} Terms and Conditions

You agree that all information that Corporation Service Company furnishes 1o you wifl be used solely as one factor in your credit, insurance, markeling or other
husiness decisions and wiil not be used (i) in determining a consumer's clipibility for credit or insurance where such credit or insurance is © be used

primarity for personal, family or nouschold purposes, (i} for employment purposes, or {iii) for governmental licenses. Use of the information in the above
mmanner is a viclation of the Fair Credit Reporting Act.



CORPORATION SERVICE COMPANY CSC- Tallahassee
1201 Hays Street

Tallahassee, FL 32301-2607
800-342-8086
850-558-1515 (Fax)

www.cscelobal.com

Matter# 71942/4 Order# 0158531
Project 1d : Order Date 03/06/2009
Additional Reference : NOT PROVIDED

Subject : TERRACE BAY PULP INC.

Jurisdiction : DC-RECORDER OF DEEDS

Request for : UCC Debtor Search

Result : Records found

File Type : Original

File Number : 2007102150

File Pate : 08/03/2007

Current Secured Party of Record : NEXCAP FINANCE CORPORATION

Ordered by MARTI ROININEN at BLAKE, CASSELS & GRAYDON LLP

Thank you for using CSC. For real-time 24 hour access to the status of any osder placed with CSC, access our websile at
www.cscglobal.com.

If you have any questions concerning this order or (CSCGlobal, please feel free o contact us.

Heather Chapman
hehapman@ecscinfo.com

Corporation Service Company(R) Terms nnd Conditions

You agree that all information that Carpotation Service Company furnishes to you will be used solely as one factor in your credit, insurance, marketing or other
business decisions and will not be used (i) in determining a consumer's eligibitity for credit or insurance where such credit or insurance is 1o be used

primarity for personal, family or household purposes, (i) for employment purposes, or ¢iiiy for governmenta] Jicenses. Use of the information in the above

manner is & vielation of the Fair Credit Reponing Act.
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This is Exhibit “I” referred to in the
Afﬁdavnt of Russell York
sworn } ¢ 10" day of March, 2009

AT
/ }COMMI“ssmNER, ETC.




ber's QoB°y ooy'e 60534 oox'sl 085 oY’z bos'sz nOK'BT [yl noy'nk DBOE'EE oor'ey DaN'0Y oor'ns 056'¢5 ouv' L5 Cot'as \_
JLIET) 100t 10001 Lo R 1E0°9) 200 L k) L0081 4C0'9) 10003 Tto'e) TERL JE0BL I [E5T Vig'a) 0y 54 16051
(yraov] bie'z) Tast'z] Tirz (T8 4] el Bite) (6TA] it Tzt Toiczr oz} ({30 Tao'zf Tenaz) [ET3EA] Taso'ef Tzoz' ¥
rEi'Cy mez 0ig'z [: 1T ]y oItz aig'e L] 4 1144 [ o't He'z ar'zs 10 S He'e HEE eIz yo5'
18551 iz LE0°TL 2603 'S o't un'ed a'ns o' Loy P 2506 L8 1) 20744 sl 0791 LGB 1et5L

o— i . B— — — . —— o e ——

(LI [TE 0855 ohg L [T ohs sk D5 L an5's1 D05 41 bosel oOSE) 006°62 056 12 00O'5E ang'sz 20052 Do'sE 63052
[LEER 003 7. [ELE] Toeb 1 [(T1R] - - - - -
e0u'sE ons't aos't nos's (1139 BOS'E Das'is ED5'CH o551 0as'2l 005'h% 535'8) 0os'ee 6us'iz ooo'sz Lo0'sT 000'52 on'sz fel'sz 050'52

— - i —_—
5044 110 all'z 128°Z (K3 (4TI I GIEY [T 125 GEY'S 855+ GL0'S B5L Y 268'E 1502 T6Y'E 15§ vee
anr | I55 i sy (Y5 (333 a1 (1] [o22] TiG 255 (52y) [ og [:t:] <l 5551 ] 588
14 T8t 129 yol'e or'c ne's 7197 aer's 005 561’8 142 sL0's g5t'r WBET 159' YT 1] ¥eo 174
or'L 55 feae) Toos] Teiel (Y53] (3] T M T Foit) tis e Bn e o 1) 8 BEEH oy 308
sreerl  (osey) oy lane'z) (czp'e) wesz)  lezizh  loayed  dnee'n) lopaz) et {559'¢) {org'z) lsgo'l)  tesz'v) lsat's) [aeg"1) (4] {egs'l)  (5p9)
Tesony . bay Tos [CE] [CE] Tos (6 05| (H (0] i3 (B 165) TosT T55) Tost Tis i3 Tas 6517
(ooo'szr  (oog'yd {nov'z) {oon'e) foep'ed {ooe'z) {no0'z) (00°2) toos'z) (ana'z} {oo'id tooo't} {oon' vk {ean's) toos e} - - - - -
{riv} - - lac) . - - {ag) - - . B {acs) . - - {ag1d - - v
{z5e) - . {ael) . - - lap) . - - - ag1) . - - W) - . -
{rzg'r} 52 {su 52) {52r) {52 {s2) (52) Iszc) (52 tos1) (L H {o5+) fags} {51 (ool (oeg) - {osr 1l lsasd
lesz2) - [ngs) - - . - foss) . . . - logs) - - . {ogs) - - -
toot) . - {21 - - - zH - - - - iz . - - (n2) - - -
ez - [GT3a] los) - . (oo2} {n5} - - taaz) - [ag) - {ooR) - ack - {onzt -
(598 - L1 - (5o} - t59) - {59} - {s0) - {55} - (30} - {zs} - (50! -
e} {ez)) - (221} - lzzi} - {zzs) - {zz - lzzi) " trzy) - (zz1) - (ezt) - (93]
(08°8) {3} (4] {ree) feee} [{{44] {ret) free) (4] teee) 1< 4] {eend lect) ER] 1144 {eetd {cec) teer) (< d+] (eee)
Yag'yy 1144 oic's 05r'z Big'z o'z Dit'z nr'z oaE'2 ez oLe'z olL'T £9s't [ 1154 POL'5 BO0'T [l oel'E ang'2 0oz'y
33 - v - - - - - - - - - - . POET - - g - -
1124 - - 14 - " - - o5 - - . og - - - . nol - -
QLY L4 ne'z o'z ity RIL'T 111k 4 oLt mi'z e t'T nic'e 11144 1114 ¥89'l 1114 a0’ 608's o' Ll
i AIRMEL  GHNSTE BOGRIMED  BRURCET GoURCALZ sorunp-yl  RO-URE-ES  GOARWLE EO-ATRT BR-AMWNLL fa-heigenl  Go-Aenett goidyenz  do-iyeRs BOdVTL go-idy-ib  GOVEN-BZ  AOIRITT EDFUGE

o Grie-iL

{iwspe) suny Aonssaiy

Burscis "ojnaaaR] U033y
B)quARARI CURALIT (0 SUSHIAYED
Pt

Puniada 'ajgiaa30) FunRISY

Dussis "uka)] osxay
dezap ) auamied
fuade 'ure dearay

Gujgof 'asur|ey UEg
Mnj yams
Dupsetda "eIleeq YR

ol 43D

QuAlaKAGEP oL
s17o0 Sumpshisay

HOIP RIS PANISE O} ﬂ:uFﬂE. jrifautly
B:appaIn poInake o) Fuawked 5205
EENLER

150) ¥ IRAN

Aud ucTietip

BIGHM

wapsusd ¥ SYRNAE

whinpjoyuys goIAKD

saliea g SHHRS

wale sejes g liak

UL ULELE 1]

wjiaoal ey

LG LT TR E DT
fi-ta)

s1th0a) Pwapitl
sdjasayy

PapUg XeoM

(ronn3nGal

£h0T 61 A)Rp Buipesy paped §3384 §L
sMaLs yTED YYa0

sty d)ngd Anfs auedin)



{,000.) Alanjep UD YSeD Ble SUNA) JOPUSA JBU) PAWNSSE 5 HE:!

‘peysinfugxe s| S5AUPAjQapPY) BUF JO BNIBA JIN Bl S2 BLul) YoNs [[un deaxep Aed o} pasn 5 yseo snding g

quawasibe ueo| deaxap 8y i 30UBPIOIDE Lf PUE aNp usliM denxan o) pied s )saia)| ‘¢

-A|lanaadsal ‘sme] ajgesydde ay) pue

sue[d aako|/dws yim acuepioade u) pled ale sjunowe Bup|oyuim BUE JYBUAG |fB 184} PRWNSSE JaYUNE 1)} "pajigua saekojdws asoy; o} pied 5| ABd UDYBROBA DBNIIDE {E |BU] PEWNSSE SLY| %
"s|@sse il ayy amen ay; Bupuasad Joj ayqisundss) S1aGLIBW JB)S 8504

J0j 53500 0} UDIPRE L) Blues WOy spaanosd U} 192[100 0} puR Aojuanl spoob paysiuy sy ajepinby o) palnbal yeis fed 0) Alessaau SUNDWE as0L} AUD jussaidal sison afiem pue Lgleg 2
‘SREP Gi W) PAiD3lOD 30 (1M SB|ES B5aY) Wwal spaonod JBUL pawnsse sty yasm Jad JWpe QOG'E a8

sucpdwnese sajeg "pessedn:d 10U aie JS-Uo afo] dind 1B} SSWNSSE DS(E 1SE0310) BY} 'YINs 5y ‘pejepnby 218 Spo0B paysiUY PUE LMOP INYS SUIELLSY (1 g} 121} SaLINSSR 1sBa810; AU L

smotd YSen YyaD 0} 5e1eN
o] ding Aeg eoeatal






Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE MR. } WEDNESDAY, THE 11™

)
JUSTICE MORAWETZ ) DAY OF MARCH, 2009

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

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF TERRACE BAY PULP INC.

INITIAL ORDER

THIS APPLICATION, made by the Applicant, pursuant to the Companies' Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as amended (the "CCAA"™) was heard this day at 330

University Avenue, Toronto, Ontario.

ON READING the affidavit of Russell York sworn March 10, 2009 and the Exhibits
thereto and on hearing the submissions of counsel for the Applicant, counsel for Emst &
Young Iné. (the “Momnitor™), in its capacity as proposed Monitor, and counsel for Nexcap
Finance Corporation (“Nexcap™), and on reading the consent of Emst & Young Inc. to act as

the Monitor,

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Application and the
Application Record is hereby abridged so that this Application is properly returnable today

and hereby dispenses with further service thereof.

12280369.4
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APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicant 15 a company to which
the CCAA applies.

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

subject to further order of this Court, file with this Court a plan of compromise or arrangement
(hereinafier referred to as the "Plan") between, infer alia, the Applicant and one or more

classes of its secured and/or unsecured creditors as it deems appropriate.

POSSESSION OF PROPERTY AND OPERATIONS

4. THIS COURT ORDERS that the Applicant shall remain in possession and control of
its current and future assets, undertakings and properties of every nature and kind whatsoever,
and wherever situate including all proceeds thereof (the “Property”). Subject to further Order
of this Court, the Applicant shall continue to carry on business in a manner consistent with the
preservation of its business (the “Business”) and Property. The Applicant shall be authorized
and empowered to continue to retain and employ the employees, consultants, agents, experts,
accountants, counsel and such other persons (collectively "Assistants") currently retained or
employed by 1t, with liberty to retain such further Assistants as it deems reasonably necessary
or desirable in the ordinary course of business or for the carrying out of the terms of this

Order.

3. THIS COURT ORDERS that the Applicant shall pay the following expenses whether

incurred prior to or after this Order:

(a) all outstanding and future wages, salaries, employee and pension benefits,
vacation pay, bonuses and expenses payable on or after the date of this Order, but
not severance and termination pay, i each case incurred in the ordinary course of
business and consistent with existing compensation policies and arrangements;

and

(b) the fees and disbursements of any Assistants retained or employed by the

Applicant in respect of these proceedings, at their standard rates and charges;

12280369.4
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provided that unless specifically contemplated by this paragraph, the Applicant shall only
be entitled (but not required) to pay costs and expenses that were incurred before the date
of this Order to the extent that such costs and expenses are deemed necessary for the
preservation of the Property and/or the Business by the Applicant and the Monitor, or

upon further order in these proceedings.

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

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

(a) all expenses and capital expenditures reasonably necessary for the preservation of
the Property or the Business including, without limitation, payments on account
of insurance (including directors and officers insurance), maintenance and

security services; and

(23] payment for goods or services actually supplied to the Applicant following the
date of this Order.

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

requirements, or pay:

(a) any statutory deemed trust amounts in favour of the Crown in nght of Canada or
of any Province thereof or any other taxation authority which are required to be
deducted from employees' wages, including, without limitation, amounts in
respect of (i} employment insurance, (ii) Canada Pension Plan, (1ii) Quebec

Pension Plan, and (iv) income taxes;

(b) all goods and services or other applicable sales taxes (collectively, "Sales Taxes")
required to be remitted by the Applicant in connection with the sale of goods and
services by the Applicant, but only where such Sales Taxes are accrued or
collected after the date of this Order, or where such Sales Taxes were accrued or
collected prior to the date of this Order but not required to be remitted until on or
after the date of this Order, and

12280369.4
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(c) any amount payable to the Crown in right of Canada or of any Province thereof or
any political subdivision thereof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitled at law to be paid in priority to claims of secured
creditors and which are attributable o or in respect of the carrying on of the

Business by the Applicant.
8. THIS COURT ORDERS that, except as specifically permitted herein, the Applicant is
hereby directed, until further Order of this Court: (a) to make no payments of principal,
interest thereon or otherwise on account of amounts owing by the Applicant to any of its
creditors as of this date; (b} to grant no security interests, trust, liens, charges or encumbrances
upon or in respect of any of its Property; and (c) to not grant credit or incur liabilities except in
the ordinary course of the Business, except that the Applicant is entitled to pay to Nexcap any

surplus amounts after estimated operating costs.

2 THIS COURT ORDERS that the Applicant shall not cease to provide water supply
services to the Town of Terrace Bay other than on 2 weeks notice to the Town of Terrace

Bay.

RESTRUCTURING

10.  THIS COURT ORDERS that the Applicant shall, subject to the terms of this Order,

have the right to:

(a) permanently or temporarily cease, downsize or shut down any of its business or
operations and to dispose of redundant or non-material assets not exceeding
$150,000 in any one transaction or $750,000 in the aggregate;

(b)  terminate the employment of such of its employees or temporarily lay off such of

its employees as it deems appropriate;

(c) repudiate such of its arrangements or agreements of any nature whatsoever,

whether oral or written, as the Applicant deems appropriate; and

12280369.4
DOCSTOR: 11704661



-5.

(d)  pursue all avenues of refinancing and offers for material parts of its Business or
Property, in whole or part, in accordance with the Solicitation Process approved
herein at paragraph 35, subject to prior approval of this Court being obtained
before any material refinancing or any sale (except as permitted by subparagraph

(a), above),

(e} proceed with an orderly liquidation of such Property as the Applicant deems
necessary or appropriate, including retaining any liquidator or advisor in

connection therewith;

43 sell, convey, transfer, assign, lease, or in any other manner dispose of the
Property, or any part or parts thereof in the ordinary course of business without
the specific approval of this Court;

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

NO PROCEEDINGS AGAINST THE APPLICANT OR THE PROPERTY

11. THIS COURT ORDERS that until and including April 10, 2009, or such later date as
this Court may order (the "Stay Period"), no proceeding or enforcement process in any court
or tribunal (each, a "Proceeding™) shall be commenced or continued against or in respect of
the Applicant or the Monitor, or affecting the Business or the Property, except with the written
consent of the Applicant and the Monitor, or with leave of this Court, and any and all
Proceedings currently under way against or in respect of the Applicant or affecting the

Business or the Property are hereby stayed and suspended pending further Order of this Court.

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

individual, firm, corporation, governmental body or agency, or any other entities, including
warehousermen, storers or bailees (all of the foregoing, collectively being "Persons” and each
being a "Person") against or in respect of the Applicant or the Monitor, or affecting the
Business or the Property, are hereby stayed and suspended except with the written consent of
the Applicant and the Monitor, or leave of this Court, provided that nothing in this Order shall
(1) empower the Applicant to carry on any business which the Applicant is not lawfully

entitled to carry on, (ii) exempt the Applicant from compliance with statutory or regulatory

12280369.4
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provisions relating to health, safety or the environment, (iii) prevent the filing of any
registration to preserve or re-perfect an existing security interest, or (iv) prevent the

registration of a claim for lien.

NO INTERFERENCE WITH RIGHTS

13, THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail
to honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal
right, contract, agreement, licence or permit in favour of or held by the Applicant, and the
Applicant shall be entitled to possession of its Property, wherever situate, without any
interference of any kind from any Person except with the written consent of the Applicant and

the Monitor, or leave of this Court,

CONTINUATION OF SERVICES
14.  THIS COURT ORDERS that during the Stay Period, all Persons having oral or written

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

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

NON-DEROGATION OF RIGHTS

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

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

12280369.4
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PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

16. THIS COURT ORDERS that during the Stay Period, and except as permitted by
subsection 11.5(2) of the CCAA, no Proceeding may be commenced or continued against any
of the former, current or future directors or officers of the Applicant with respect to any claim
against the directors or officers that arose before the date hereof and that relates to any
obligations of the Applicant whereby the directors or officers are alleged under any law to be
liable in their capacity as directors or officers for the payment or performance of such
obligations, until a compromise or arrangement in respect of the Applicant, if one is filed, is

sanctioned by this Court or 1s refused by the creditors of the Applicant or this Court.

DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGE
17. THIS COURT ORDERS that the Applicant shall indemnify its directors and officers

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

related fiduciary duties or has been grossly negligent or guilty of wilful misconduct.

18.  THIS COURT ORDERS that the directors and officers of the Applicant shall be
entitled to the benefit of and are hereby granted a charge (the "Directors’ Charge”) on the
Property, which charge shall not exceed an aggregate amount of $2,500,000 as security for the
indemnity provided in paragraph 17 of this Order. The Directors’ Charge shall have the

priority set out in paragraphs 29 and 31 herein.

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

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

12280369 .4
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APPOINTMENT OF MONITOR

20. THIS COURT ORDERS that Ernst & Young Inc. is hereby appointed pursuant to the
CCAA as the Monitor, an officer of this Court, to monitor the Property and the Applicant’s
conduct of the Business with the powers and obligations set out in the CCAA or set forth
herein and that the Applicant and its shareholders, officers, directors, and Assistants shall
advise the Monitor of all material steps taken by the Applicant pursuant to this Order, and

shall co-operate fully with the Monitor in the exercise of its powers and discharge of its

obligations.

21.  THIS COURT ORDERS that the Monitor, in addition fo its prescribed rights and

obligations under the CCAA, is hereby directed and empowered to:

{(a) monitor the Applicant’s receipts and disbursements;

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

other matters as may be relevant to the proceedings herein;

(¢c)  assist the Applicant, to the extent required by the Applicant, in its dissemination,
to Nexcap and Lucky Star Holdings Inc. (the “Secured Creditors™) and their
counsel on a periodic basis of financial and other information as agreed to
between the Applicant and the Secured Creditors which may be used in these
proceedings including reporting on a basis to be agreed with the Secured

Creditors;

(d) advise the Applicant in its preparation of the Applicant’s cash flow statements and
reporting required by the Secured Creditors, which information shall be reviewed
with the Monitor and delivered to the Secured Creditors and their counsel on a

periodic basis as agreed to by the Secured Creditors;

(e)  advise the Applicant in its development of the Plan and any amendments to the
Plan;

€3] assist the Applicant, to the extent required by the Applicant, with the holding and
administering of creditors’ or shareholders’ meetings for voting on the Plan;

12280369.4
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(g) have full and complete access to the books, records and management, employees
and advisors of the Applicant and to the Business and the Property to the extent

required to perform its duties arising under this Order;

(h) be at liberty to engage independent legal counsel or such other persons as the
Monitor deems necessary or advisable respecting the exercise of its powers and
performance of its obligations under this Order, including being at liberty to retain
and utilize the services of entities related to the Monitor as may be necessary to

perform its duties hereunder;

(1) consider, and if deemned advisable by the Monitor, prepare a report and

assessment on the Plan;

)] advise and assist the Applicant as requested in its negotiations and discussions

with suppliers, customers, creditors and other stakeholders;

k) assist the Applicant in the conduct of any solicitation process or processes as the
Applicant may consider necessary or advisable to sell the Property and Business
or any part thereof, including pursuant to the Solicitation Process approved

herein; and

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

to time.

22.  THIS COURT ORDERS that the Monitor shall not take possession of the Property and
shall take no part whatsoever in the management or supervision of the management of the
Business and shall not, by fulfifling its obligations hereunder, be deemed to have taken or

maintained possession or control of the Business or Property, or any part thereof,

23.  THIS COURT ORDERS that nothing herein contained shall require the Monitor to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, “Possession”) of any of the Property that might be environmentally
contaminated, might be a pollutant or a contaminant, or might cause or contribute to a spill,
discharge, release or deposit of a substance contrary to any federal, provincial or other law
respecting the protection, conservation, enhancement, remediation or rehabilitation of the
environment or relating to the disposal of waste or other contamination including, without

limitation, the Canadian Environmental Protection Act, the Ontario Environmental Protection

12280369.4
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Act, the Ontario Water Resources Act, or the Ontario Occupational Health and Safety Act and
regulations thereunder (the "Environmental Legislation™"), provided however that nothing
herein shall exempt the Monitor from any duty to report or make disclosure imposed by
applicable Environmental Legislation. The Monitor shall not, as a result of this Order or
anything done in pursuance of the Monitor's duties and powers under this Order, be deemed to
be in Possession of any of the Property within the meaning of any Environmental Legislation,

unless it is actually in possession.

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

Applicant may agree.

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

applicable legislation.

26. THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to the
Applicant shall be paid their reasonable fees and disbursements, in each case at their standard
rates and charges, by the Applicant as part of the costs of these proceedings. The Applicant is
hereby authorized and directed to pay the accounts of the Monitor, counsel for the Monitor

and counsel for the Applicant on a weekly basis.

27.  THIS COURT ORDERS that the Monitor and its legal counsel shall pass their

accounts from time to time, and for this purpose the accounts of the Monitor and its legal

12280369.4
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counsel are hereby referred to a judge of the Commercial List of the Ontario Superior Court of

Justice.

28. THIS COURT ORDERS that the Monitor, counsel to the Monitor, if any, and the
Applicant’s counsel shall be entitled to the benefit of and are hereby granted a charge (the
“Administration Charge™) on the Property, which charge shall not exceed an aggregate
amount of $750,000, as security for their professional fees and disbursements incurred at the
standard rates and charges of the Monitor and such counsel, both before and after the making
of this Order in respect of these proceedings. The Administration Charge shall have the

priority set out in paragraphs 29 and 31 hereof.

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

25.  THIS COURT ORDERS that the priorities of the Directors’ Charge, and the

Administration Charge, as among them, shall be as follows:
First — Administration Charge (to the maximum amount of $750,000); and
Second - Directors’ Charge (to the maximum amount of $2,500,000).

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

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

31. THIS COURT ORDERS that each of the Directors’ Charge and the Administration
Charge (all as constituted and defined herein) shall constitute a charge on the Property and
such Charges shall rank in priority to all other security interests, trusts, liens, charges and

encumbrances, statutory or otherwise (collectively, "Encumbrances") in favour of any Person.

32 THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Applicant shall not grant any Encumbrances over any
Property that rank in priority to, or pari passu with, the Directors” Charge or the

Administration Charge, unless the Applicant also obtains the prior written consent of the

12280369.4
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Monitor and the beneficiaries of the Directors’ Charge and the Administration Charge, or
further Order of this Court.

33. THIS COURT ORDERS that the Charges shall not be rendered invalid or
unenforceable and the rights and remedies of the chargees entitled to the benefit of the
Charges (collectively, the "Chargees") shall not otherwise be limited or impaired in any way
by (a) the pendency of these proceedings and the declarations of insolvency made herein; (b)
any application(s) for bankruptcy order(s) issued pursuant to the Bankruptcy and Insolvency
Act (“BIA”), or any bankruptcy order made pursuant to such applications; (¢) the filing of any
assignments for the general benefit of creditors made pursuant to the BIA; (d) the provisions
of any federal or provincial statutes; or (e) any negative covenauts, prohibitions or other
similar provisions with respect to borrowings, incurring debt or the creation of Encumbrances,
contained in any existing loan documents, lease, sublease, offer to lease or other agreement
{collectively, an "Agreement") which binds the Applicant, and notwithstanding any provision

to the contrary in any Agreement:

(a) neither the creation of the Charges nor the execution, delivery, perfection,
registration or performance of any documents or agreements in respect thereof
shall create or be deemed to constitute a breach by the Applicant of any
Agreement to which they are a party;

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

obligations in respect thereof; and

{c) the granting of the Charges do not and will not constitute fraudulent preferences,
frandulent conveyances, oppressive conduct, seftlements or other challengeable,

voidable or reviewable transactions under any applicable law.
APPROVAL OF AGREEMENT WITH BUCHANAN FOREST PRODUCTS LTD.

34, THIS COURT ORDERS that the Applicant be and is hereby entitied to enter into such
arrangements for the purchase of log and chip inventory owned by Buchanan Forest Products

Ltd. and stored by the Applicant, provided that the purchase and processing of the log and

1228036594
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chip inventory is approved by the Monitor and Nexcap, or, failing which, on the approval of

the Court.

APPROVAL OF SOLICITATION PROCESS

35.  THIS COURT ORDERS that the Monitor and the Applicant are hereby authorized to
conduct a process for the solicitation of offers for a financing or a sale of the Property (the
*Solicitation Process™), and are authorized to take such steps as are necessary or advisable in
carrying out the Solicitation Process in accordance with the following timetable, with such
modifications, amendments or extensions of time as the Applicant and the Monitor may deem

appropriate in the circumstances:

(a) Preparation of Confidential Information Memorandum and identification of
potential offerors: by March 23, 2009,

(b) Dissemination of Confidential Information Memorandum to interested parties on

execution of confidentiality agreements: by April 6, 2009; and

(c)  Deadline for expressions of interest: by April 24, 2009.

36. THIS COURT ORDERS that the Applicant and the Monitor may obtain advice and

directions from the Court with respect to the Solicitation Process.

SERVICE AND NOTICE

37. THIS COURT ORDERS that the Monitor shall, within ten (10) business days of the
date of entry of this Order, send notice of this Order to the known creditors of the Applicant,
other than employees and creditors to which the Applicant owes less than $250, at their
addresses as they appear on the Applicant’s records, advising that such creditor may obtain a
copy of this Order on the internet at the website of the Monitor, www.ey.com/ca/terracebay,
(the “Website”) and if such creditor is unable to obtain it by that means, such creditor may
request a copy from the Monitor. The Monitor shall promptly send a copy of this Order to any
interested Person requesting a copy of this Order, and the Monitor is relieved of its obligation
under Section 11(5) of the CCAA to provide similar notice, other than to supervise this

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

ordinary mail, on the third business day after mailing.

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

the Website,

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

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

hereunder.

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

the Applicant, the Business or the Property.

42, THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States, to give
effect to this Order and to assist the Applicant, the Monitor and their respective agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and administrative
bodies are hereby respectfully requested to make such orders and to provide such assistance fo
the Applicant and to the Monitor, as an officer of this Court, as may be necessary or desirable

to give effect to this Order, to grant representative status to the Monitor in any foreign
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proceeding, or to assist the Applicant and the Monitor and their respective agents in carrying

out the terms of this Order.

43, THIS COURT ORDERS that cach of the Applicant and the Monitor be at liberty and
is hereby authorized and empowered to apply to any court, tribunal, regulatory or
administrative body, wherever located, for the recognition of this Order and for assistance in

cartying out the terms of this Order.

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

notice, if any, as this Court may order.

45.  THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a.m. Eastern Daylight Savings Time on the date of this Order.
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