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Court File No. CV-09-8062-00CL
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NOTICE OF MOTION
(Returnable April 30, 2010)

The Applicant will make a motion to a Judge presiding over the Commercial List on
Friday, April 30, 2010, at 10:00 a.m., or as soon after that time as the motion can be heard, at the

Court House, 330 University Avenue, 8th Floor, Toronto, Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard

[ ] in writing under subrule 37.12.1(1)

[ 1 in writing as an opposed motion under subrule 37.12.1(4);

[X]  orally.
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THE MOTION IS FOR an Order substantially in the form attached hereto as

Schedule “A”:

(a)

(b)

(c)

(d)

(e)

abridging the time for service of the Notice of Motion and Motion Record herein,
validating the service of such motion material and dispensing with the service of

such motion material on interested parties not served;

directing that capitalized terms not otherwise defined in the draft Order have the

same meaning as in the Monitor’s Eleventh Report (the “Eleventh Report™);

extending the Stay Period (as defined in the Initial Order of the Honourable Mr.
Justice Morawetz dated March 11, 2009, and extended by further Orders of this

Court) until June 30, 2010;

approving the Eleventh Report and the conduct and activities of the Monitor

described therein; and

such further and other relief as this Honourable Court may deem just.

THE GROUNDS FOR THE MOTION ARE

(a)

(b)

(©)

123790911

the reasons described in the Eleventh Report and the Affidavit of Russell York

sworn April 26, 2010 (the “York Affidavit™);

Section 11 of the CCAA; and

such further and other grounds as counsel may advise.



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

motion:

(a) The Eleventh Report and the York Affidavit; and

(b)  such other materials as counsel may advise and this Honourable Court permit.
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Jane O. Dietrich

Tel:  (416) 863-4467

Fax: (416) 863-4592

Email: jane.dietrich/@fmc-law.com

Lawyers for the Independent Electricity Systems Operator

AND TO: HER MAJESTY THE QUEEN IN RIGHT OF THE
PROVINCE OF ONTARIO AS REPRESENTED BY
THE MINISTER OF FINANCE (Income Tax, PST)
PO Box 620
33 King Street West, 6™ Floor
Oshawa, ON LIH 8E9

Kevin J. O’Hara
Email: kevin.ohara@ontario.ca

AND TO: DEPARTMENT OF JUSTICE
The Exchange Tower
130 King Street West
Suite 3400
P.O. Box 36
Toronto, ON M5X 1K6

Diane Winters

Tel: 416 973-3172

Fax: 416 973-0810

Email; diane.winters(@justice.gc.ca

AND TO: LIFT CAPITAL CORPORATION
300 The East Mall, Suite 401
Toronto, ON M9B 6B7

Finella Grosso

Tel: (416) 621-5522

Fax: (416) 621-0522

Email; ferosso@liftcapital.ca

12379091.1



AND TO:

AND TO:

AND TO:

AND TO:

123790911

ILLINGWORTH & ILLINGWORTH
201-1151 Barton Street
Thunder Bay, ON P7B 5M3

John G. Illingworth

Tel: (807) 623-7222
Fax: (807) 622-5297
Email: lawyers@tbaytel.net

Lawyers for Lucky Star Holdings Inc.
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Caroline Vallée
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DAVIS LLP

| First Canadian Place

Suite 5600, 100 King Street West
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Lana Finney

Tel: (416) 941-5409
Fax: (416) 777-7405
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Bruce Darlington

Tel: (416) 365-3529
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AND TO: MILLER THOMSON LLP
2700, Commerce Place
10155-102 Street
Edmonton, AB T5J 4G8

Satpal S. Bhurjee

Tel: (780) 429-9753
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AND TO: BUSET & PARTNERS LLP
1121 Barton Street
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Fax: (807) 622-7808
Email: cbrochu(@buset-partners.com
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Fax: (807) 622-7808
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Lawyers for 1171263 Ontario Inc., 1401350 Ontario Limited operating as Re-Nel
Chipping, D N J Timber Limited, Get It Done Contracting Inc., P and P Logging
Inc., Parsons Timber Contracting Inc. and Stephane Dubé Slashing Inc.

AND TO: ERICKSON & PARTNERS
Barristers, Solicitors, Notaries
291 Court Street South
Thunder Bay, ON P7B 2Y1
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Etienne G.D. Esquega

Tel: (807) 345-1213

Fax: (807) 345-2526

Email: eesquega@erickson-law.com

Lawyers for 4 K Business Trust, operating as Four K’s Logging, Lake Nipigon
Forest Products Limited, Animbiigoosagagun Economic Development Trust, Red
Rock First Nation Business Trust and RLN Forestry Limited
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Lawyers for Eagle Logging Inc., Long Lake Forest Products Inc., Northern
Sawmills Inc. and Great West Timber Limited
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Suite 2400, Box 24

Cathy Costa

Tel: (416) 979-2211

Fax: (416) 979-1234

Email: ccosta@goodmans.ca

Fred Myers

Tel: (416) 597-5923

Fax: (416) 979-1234

Email: fmyers{@goodmans.ca

Hannah Arthurs

Tel: (416) 849-6022

Fax: (416)979-1234

Email: harthurs(@goodmans.ca

Lawyers for Deloitte & touché Inc., in its capacity as privately appointed
Receiver of certain assets and property of Buchanan Forest Products Ltd.

AND TO: MINISTRY OF NATURAL RESOURCES
Legal Services Branch
99 Wellesley Street West
Rm.3420
Toronto, ON M7AIW3

Stuart D. Davidson
Tel: 416-314-2004
Fax: 416-314-2030
Email: stuart.davidson(@ontario.ca

12379091.1
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TURBOCARE CANADA, LTD.
4920 - 43 Street SE
Calgary, AB T2B 3N3

Hugh Gardner

Tel: (403) 720-7246

Fax: (403) 279-2363

Email: hgardner(@turbocare.com
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SCHEDULE “A”
Court File No. CV-09-8062-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE ) FRIDAY, THE 30™

)
MR. JUSTICE MORAWETZ ) DAY OF APRIL, 2010

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

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

ORDER
THIS Motion, made by the Applicant, pursuant to the Companies’ Creditors Arrangement

Act, R.S.C. 1985, ¢. C-36, as amended (the "CCAA") for an Order:

(a) abridging the time for service of the Notice of Motion and Motion Record herein,
validating the service of such motion material and dispensing with the service of

such motion material on interested parties not served;

(b) directing that all capitalized terms not otherwise defined herein have the same
meaning as in the Eleventh Report of Ernst & Young Inc. in its capacity as

Monitor (the “Monitor”) (the “Eleventh Report™);
(¢)  extending the Stay Period (as defined in the Initial Order of the Honourable Mr.

Justice Morawetz dated March 11, 2009, and extended by further Orders of this
Court) until June 30, 2010;

12379095.1
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(d)  approving the Eleventh Report and the conduct and activities of the Monitor

described therein; and
(e) such further and other relief as this Honourable Court may deem just;

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

ON READING the Eleventh Report and the Affidavit of Russell York sworn April 26,
2010, and on hearing the submissions of counsel for the Applicant and counsel for the

Monitor,

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion Record is hereby abridged so that this Motion is properly returnable today and
that any requirement for service of the Motion and the Motion Record on any parties
other than the parties actually served with the Notice of Motion and the Motion Record is

hereby dispensed with.

o}

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

same meaning as in the Eleventh Report.

3 THIS COURT ORDERS that the Stay Period be and is hereby extended until June 30,
2010.

4. THIS COURT ORDERS that the Eleventh Report and the conduct and activities of the

Monitor described therein be and are hereby approved.

12379095.1
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Court File No. CV-09-8062-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF the Companies’ Creditors
Arrangement Act, R.S.C. 1985, c¢. C-36, as amended

AND IN THE MATTER of a Plan of Compromise or Arrangement
of TERRACE BAY PULP INC.

Applicant

AFFIDAVIT OF RUSSELL YORK
(Sworn April 26", 2010)

I, RUSSELL YORK, of the City of Thunder Bay, in the Province of Ontario,
MAKE OATH AND SAY AS FOLLOWS:
1. I am the Vice-President and Treasurer of the Applicant, Terrace Bay Pulp Inc.
(“Terrace Bay”), and as such, have knowledge of the matters deposed to in this
Affidavit. Where this Affidavit is not based on my personal knowledge, it is

based on information and belief, the source of which I have identified and I verily

believe such information to be true.

2 This Affidavit is sworn in support of Terrace Bay’s motion returnable April 30,
2010 for, among other things, an order extending the stay of proceedings (the
“Stay Period”) pursuant to the Initial Order of this Honourable Court dated
March 11, 2009 (the “Initial Order”), a copy of which is attached hereto as

Exhibit “A”, until June 30, 2010.

123791412
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% The Stay Period has been extended from time to time since the issuance of the
Initial Order and most recently until April 30, 2010, pursuant to the Order of the
Honourable Mr. Justice Morawetz dated February 23, 2010 (the “February 23
Order”), a copy of which is attached hercto as Exhibit “B”. In support of the
February 23 Order, Terrace Bay filed my Affidavit sworn February 17, 2010 (the
“February 17 Affidavit™), a copy of which, without Exhibits, is attached hereto as

Exhibit “C”.

4. As set out in the February 17 Affidavit, on or about November 19, 2009, Terrace
Bay agreed to a term sheet (the “Term Sheet”) with the Province of Ontario (the
“Province”) providing for the financing of a $25 million term loan which would
ultimately facilitate Terrace Bay’s exit from these CCAA proceedings and the re-

start of Terrace Bay’s operations.

5 Terrace Bay’s term loan from the Province is conditional upon, among other
things, the sanctioning and implementation of a Plan of Arrangement in these

CCAA proceedings (a “Plan”) and a number of other matters.

6. By Order of the Honourable Mr. Justice Morawetz dated December 18, 2009, this
Court approved a claims process (the “Claims Process”) for Terrace Bay’s
creditors. The Claims Bar Date under the Claims Process was February 8, 2010.
Terrace Bay and the Monitor continue to review claims which were filed pursuant

to the terms of the Claims Process.

T Terrace Bay and the Monitor have also identified and been working with

potential equity investors with a view to raising capital in order to meet certain

12379141.2
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requirements under the Term Sheet. These efforts are ongoing and Terrace Bay
anticipates that it should be in a position by early May to determine how best to

proceed.

Accordingly, in order to permit Terrace Bay to complete the steps required to
meet the requirements of the Term Sheet and continue to work towards its exit
from these CCAA Proceedings and re-start its operations, Terrace Bay requires an
extension of the Stay Period until June 30, 2010. Terrace Bay, with the assistance
of the Monitor, would utilize this extension to, among other things, complete
financing, work to conclude its administration of the Claims Process, continue to
work with potential equity investors, and negotiate and develop a Plan and

facilitate creditor approval for a Plan.

Terrace Bay will return to Court in due course to report on, and obtain approval
for, other necessary steps to move forward in these CCAA Proceedings, including

a meetings order.

This Affidavit is therefore made in support of Terrace Bay’s motion for, among
other things, an extension of the Stay Period until June 30, 2010 and for no other

Or iImproper purpose.

SWORN BEFORE ME at the City of )

Thunder Bay, in the Province of Ontario, )

this 26" day\of April, 2010 )

/f L)\kzl“‘ ; 5 ;’L\_,_.

‘ ‘ Ao OV . o R SELTJ\SORK
A (Umw\ VSDIONE( %_-\lU- B

| Sr—

N.A. MELCHIORRE
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Court File No. CV-09-8062-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST
THE HONOURABLE MR. ) WEDNESDAY, THE 11'™
)
JUSTICE MORAWETZ ) DAY OF MARCH, 2009
LTI e N
<, WA {_I;-.\‘

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.8.C. 1985, ¢. 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 1o the Companies’ Creditors
Arrangement Adet, R.S.C. 1985, ¢. C-36, us 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 and counsel for Nexcap
Finance Corporation (“Nexcap”), and on reading the consent of Ernst & Young Inc. to act as
the Monitor {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 retumable today
and hereby dispenses with further service thereof.

12280369.6
DOCSTOR: 117046611
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APPLICATION

2 THIS COURT ORDERS AND DECLARES that the Applicant is 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
(hereinafter 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 und such other persons (collectively "Assistants") currently retained or
employed by it, 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.

5: 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, and expenses payable on or afler the date of this Order, but not
severance and termination pay, in each case incurred in the ordinary course ot
business and consistent with existing compensation policies and arrangements;

(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; and

12280369.6
DOCSTOR: 1170466\



(¢)  monthly interest to Nexcap on the outstanding indebtedness at the rate of 7.6% as
prescribed by the Credit Agreement dated July 26, 2007 along with all reasonable
costs and fees at standard rates and charges permitted thereunder;

provided that unless specifically contemplated by this paragraph, the Applicant shall only
be entitled (but not required) to pay costs and expenscs 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, the Monitor and
Nexcap, 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
ol insurance (including directors and officers insurance), maintenance and
secunty services; and

(b)  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 right of Canada or
of any Province thereof or any other taxation authority which are required to be
deducted from employees' wages, including, without limitation, amounts in
respect of (1) employment insurance, (ii) Canada Pension Plan, (iii) Quebec
Pension Plan, and (1v) income taxes;

12280369.6
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(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

(¢)  any amount payable to the Crown in right of Canada or of any Province thercof or
any political subdivision thercof 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 atiributable to 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 muke 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, except that the Applicant is entitled o pay 1o Nexcap any surplus
amounts in permanent reduction of outstanding principal after estimated operating costs: (b) to
grant no security interests, trust, liens, charges or encumbrances upon or i respect of any of
its Property; (¢} to not grant credit or incur liabilities except in the ordinary course of the
Business; (d) to pay to Nexcap the amount of $3,300,000 currently in treasury bills pledged to
providers of utilities upon release from such pledges and maturity of the treasury bills; and

(e} to maintain $1,700,000 in a separate segregated interest bearing account.

9. THIS COURT ORDERS that the Applicant shall not cease to provide water supply
services to the Town of Terrace Bay other than with court approval 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:

12280369.6
DOCSTOR: 11704664
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(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
$250,000 in any one transaction or $1,000,000 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 with the consent
of the Monitor; and

(d)  pursue all avenues of refinancing and otfers 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),

() proceed with an orderly liquidation of such Property as the Applicant deems
necessary or appropriate, including retaining any liquidator or advisor in
connection therewith;

(D 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
L1, 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 Cout,

12280369.6
DOCSTOR: | 17046601
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NO EXERCISE OF RIGHTS OR REMEDIES
12, THIS COURT ORDERS that during the Stay Period, all rights and remedies of any

individual, firm, carporation, governmental body or agency, or any other entities, including
warehousemen, 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
(i) 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
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

I3. 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,
scrvices, 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

12280369.6
DOCSTOR: 11704663
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or charges for all such goods or services received after the date of this Order are paid by the
Applicant in accordance with normal payinent 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.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

16.  THIS COURT ORDERS that during the Stay Period, and except as pennitied by
subsection 11.5(2) of the CCAA. no Proceeding may be commenced or conlinued agaiust 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 dircetors 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 Coutt or is 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 o 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 o 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

12280369.6
DOCSTOR;: | 1704660
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Property, which charge shall not exceed an aggregate amount of $2,500,000 as security far the
indemuity provided in paragraph 17 ol 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

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

APPOINTMENT OF MONITOR

20, THIS COURT ORDERS that Ernst & Young Ine. is hereby appointed pursuant to the
CCAA as the Monitor, an ofticer of this Courl, to monitor the Preperty 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 pursnant 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 to its prescribed rights and
obligations under the CCAA, is hereby dirccted and cmpowered to:

(@)  monitor the Applicant’s receipts and disbursements and report on a weekly basis
to Nexcap;

(b)  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;

(e) assist the Applicant, to the extent required by the Applicant, in its dissemination,
to Nexcap (and its financial advisor, PricewaterhouseCoopers Inc. (“PwC™)) and
to Lucky Star Holdings Inc. (the “Secured Creditors™) and their counsel on a
periodic basis (and no less than weekly) of financial and other information as

12280369.6
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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;

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 (and no less than weékly) as agreed to by the Secured Creditors;

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

assist the Applicant, to the extent required by the Applicant, with the holding and
administering of creditors™ or shareholders’ meetings for voling on the Plan;

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;

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;

consider, and if deemed 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 stakcholders;

assist the Applicant in the conduct of any solicitation process or processcs 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;

perform such other dulies as are required by this Order or by this Court from time
to time; and

DOCETOR: | 170465\
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(m) facilitate access by PwC to the pulp mill site to conduct a field examination for
Nexcap.
22.  THIS COURT ORDERS that the Monitor shall nol take possession of the Property and
shall take no part whatsoever in the management or supervision of the management of the
Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

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

23.  THIS COURT ORDERS that nothing herein contained shall require the Monitor to
oceupy 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
enviroriment or relating to the disposal of waste or aither contamination including, without
limitation, the Canadian Environmental Protection Act, the Ontario Environmental Protection
Act, the Ontario Water Resources Act, or the Ontario Occupational Health and Safety Aet 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 Maonitor 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.

12280369.6
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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 liability or
abligation 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 imisconduct on its part. Nothing in this
Order shall derogate from (he 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 ume, and for this purpose the accounts of the Monitor and its legal
counsel are hereby referred to a judge of the Commereial List of the Ontario Supcrior 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 heveby 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 Moniter and such counsel, both before and after the making
of this Order in respect of these proceedings. The Administration Charge shall have the
priosity set out in paragraphs 29 and 31 hereof.

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

29.  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).

12280369.6
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30.  THIS COURT ORDERS that the filing, registration or perfection of the Directors’
Charge and the Adininistration 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,
with the exception that the Directors® Charge shall rank subordinate to the valid security

interests of Nexcap.

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
Monitor and the beneficiaries of the Directors’ Charge and the Administration Charge, or

[urther 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; (c) 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 () any negative covenants, prohibitions or other
similar provisions with respect to borrowings, incurring debt or the creation of Encumbrances,
contained in any existing loan documents, lease, sublease, offer ta lease or other agreement
(collectively, an "Agreement") which binds the Applicant, and notwithstanding any provision

to the contrary in any Agreement:

12280369.6
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()  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 it is 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,
fraudulent conveyances, oppressive conduct, settlements 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 entitled to enter into such
arrangements for the purchase of log and chip inventory owned by Buchanan Forest Products
L1d. and stored by the Applicant, provided that the purchase and processing of the log and
chip inventory is approved by the Monitor and Nexcap, or, failing which, is approved by the

Court.

APPROVAL OF SOLICITATION PROCESS

35.  THIS COURT ORDERS that the Menitor and the Applicant are hereby authorized to
conduct n 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 cxtensions of time as the Applicant and the Monitor may decin

appropriate in the circumstances:

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

(b)  Dissemination of Confidential Information Memorandum to interested parties on
execution of confidentiality agreements: by April 6, 2009; and

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

12280369.6
DOCSTOR: 117046601
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36. THIS COURT ORDERS that the Applicant and the Monitor may obtain advice and

dircctions from the Court with respect to the Selicitation 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 $259, 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 o supervise this |

process.

38.  THIS COURT ORDERS that the Applicant and ihe 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, thc Monitor, and any party who has fled
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 inay post a copy of any or all such materials on
the Website.

12230369.6
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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.

4]1.  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.

47 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 pravide such assistance to
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
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 each 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

carrying out the terms of this Qrder.

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 datg of tfip Order.

rd
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Court File No. CV-09-8062-00C1.

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURARLE ) TUESDAY, TTiE 23R
)
MR, JUSTICE MORAWET/ ) DAY OF FEBRUARY, 2010

IN THE MATTER OF THE COMPANTES CREDITORYS
ARRANGEMENT T, RS.CL1985. e, C-36. AS AMENDED

AND N THE MATTER OF A PLAN O COMPROMISE OR
ARRANGEMENT OF TERRACTE BAY PUIL P INC

ORDER

FHIS Motion made by the Applicant. pursiant o the emapenaioy’ Crediors dercase ment

Aot RS.CC 1983, e C-36, as amended (e "COAA") or an Oreder

{u)

(b)

(d)

12361563.2

abridging the tme for service of the Notice of Maotion and Motion Record herein.
validating the service of such mouon material and dispensing with the service off

such motion materal on inlerested parties nol served:

directing that all capitalized terms not otherwise defined herein have the same
meaning as in the Tenth Report of Erast & Young Inc. in its capacity as Monitor

(the “Monitor™) (the “Tenth Report™);

extending the Stay Period (as defined in the Initial Order ol the Honourable Mr.
Justice Morawetz dated Mareh 11, 2009, and extended by further Orders of this

Court) untii April 30, 2010;

authorizing and directing the Applicant to ke any und all actions necessary and

appropriale¢ tw enter into o premium finmee agreement with CAFO  INC.

3%
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("CAFO7) substantially in CAFOs standard lonm, as amended by the partics (the
"Premium Finance Agreement™) as described in and attached o the AfRdavil of

Russell York sworn February 17, 2010 (the “York AfAdavic™);

declaring that the Premium Finance Agreement constitutes a valid and binding
ablipation of the Applicant enforceable against it and any trustes in bankruptey or
other sucecessor in interest 1o the Applicant in accordance with the terms thereot,
and that the payments made pursuant thereto de not and will ner be decmed 1o
constitute fravdulent prelerences or other challengeable or reviewable transactions

nader any applicable law,

deckaring that the Premium Finance Agreement charging the uneiuned insurance
premiwms will constitute valid and binding obligations ol the Applicant therehs
creating, i frst-mnking sceurity interest on such aneaned insmanes prennnms,
enloreeable against it and any trustee m bankiuptey or saeeessor in interest to ihe
Applicant ) sweordanee with the tenns hereol, and that cach charge <o created
does pot and will not and every payment made or to be made pursnant 1o the
Premium Finance Agrecment is oot and will not be deemed o constitue
Iraudulent preterences or other challengeable or revicwable tansuctions under

apphicable law,

directing that, notwithstanding the Stay Penod, af the Applicant defaults under the
ternes ol the Promium Finance Agreement, CALFO shall and is hereby authorized

ttr:

() cuncel the policies of insurance ceferred o in the Premium Finance

Agreement and any renewal or replucement policies; und

(1)  apply fer and receive all unearned insurance premiwms, dividends and loss
payvments that reduce the uneamed insurance premiums. velerable to any

such policies ("Uneamed Premiums”);

31



(hy  directing that in the event that a retund of Unearned Preminms vecurs as a resull
of the cancellation or termination of any of all of the policies tor any reason,
CAFO will have absolute first-ranking priority 0 such Unearned  Premiunms,
notwithstanding any other order of this Court to date or any claim o Unearned
Premiums by any creditor of the Applicant, until all amounts owing o CAFO

pursuant to the Premium Finance Agreement has been paid o CAFO in Lull:

(i) approving the Tenth Report and the conduct and activities ol the Monitor

deseribed therein: and

(1 such Turther and other reliet as this Horourable Cowt may deem jusi:

wats heard this day a 330 Universaty Avenuee, Toronto, Ontario,

ON BREAIING the Tenth Report and the Yook Mdavat, oll fiteds ared on hicanng the

sibmissivons ol counscl Tor the Apphieant wl counsel For the Munitor,

i FHIS COURT ORDERS that the time lor service ol the Notiee of Moton and the
Maotion Record s hereby abiideed so thar this Mot s pooparly semrnnble wday anid
that any requirement tor service ol the Motion and the Motion Record on any parties
other than the parties actually seeved with the Motice of Motion and the Muotion Record i

hereby dispensed witl,

2, THIS COURT ORDERS that all capitalized teoms not otherwise defined herein have the

samie meaning as in the Penth Report,

3. THIS COURT ORDERS that the Stay Period be and is hereby extended until April 30.
2010,

4. THIS COURT ORDERS that the Applicant be and is hereby authorized to take any and

all actions necessary and appropriate v enter into a premium fnance agreement with

12361563.2
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CAFO INC. ("CAFO™) substantially in CAFFO’s standard torm. as amended by the partics

(the "Premium Finance Apgreement”) as described m and attached to the York Aflidavat.

THIS COURT ORDERS AND DECLARES that the Premium Finance Agreement
constitutes & valid and binding obligation of the Applicant enforceable against it and any
mustee in bankruptey or other successor in interest to the Applicant in accordance with
the terms thercol, and that the payments made pursuant thercto do not and will not be
decmed o constitute Baudulent preferences or other challengeable or reviewable

transactions under any applicable law.

THIS COURT ORDERS AND DECLARES that the Premum Finance Aprecinent
charging the unearned insurance prenmiums will constittte valid and binding oblizations
ol the Applicant thereby creating a first-ranking sccurity interest on such unearned
insurance premiums. enforceable against it and any trustee in bankrupiey of suceessor in
interest o the Appheant in accordance with the terms hereol, and that each charge so
ereated does not and will not and every payment made or to be made porsuani 10 the
Promiom Finance Agreement is not and will ot be deemed o constitute Nraudulent

preterences or other challengeable or reviewable transactions wder applicable uw

THIS COURT ORDERS that, novwithstandiog the Stay Period, if the Applicant detoults
under the tenms ol the Pramiwm Finance Apreement, CAFO shall and 15 hereby

authorized w:

{a) cancel the policies ol insurance reterred oo in the Premivm Finaoce Apreenent

and any renewal or replacement policies; and

(by  apply for and receive all wncamed insuranee premivms, dividends and  loss
payments that reduce the uncamed insurance promiums, referable to any such

policies ("Unearned Premiums"),

THIS COURT ORDERS that in the event that a refund ol Unearned Premiums occurs

as a result of the cancellation or termination of any of all of the policies for any reason,

12361303.2
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CAFO  will have absolute ftirst-ranking  priority to such  Useamed  Premiums,
notwithstanding uny other order ot this Court to date or any claim to Unearned Premiums
by any creditor of the Applicant. untl all amonns awing 10 CAFO pursuant to the

Premium Finance Agreement has been paid to CAFO in full.

THIS COURT ORDERS that the Tenth Report and the conduct and activities of the

Monitor described therein be and are hereby approved.

.,—-;?f:(_. %_{*'f S o r,f_,

it N

Ml g et
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EXHIBIT “C”



Court File No. CV-09-8062-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF the Companies’ Creditors
Arrangement Act, R.8.C. 1985, ¢. C-36, as amended

AND IN THE MATTER of a Plan of Compromise or Arrangement
of TERRACE BAY PULP INC.
Applicant
AFFIDAVIT OF RUSSELL YORK
(Sworn February 17, 2010)

1, RUSSELL YORK, of the City-of Thunder Bay, in the Province of Ontario,
MAKE OATH AND SAY AS FOLLOWS:

1. Tamthe Vice-President and Treasurer of the Applicant, Terrace Bay Pulp Inc.
(*Terrage Bay”), and as such, have knowledge of the matters deposed to-in this
Affidavit. ‘Where tliis Affidavitis not based on my personal knowledge, it is
‘based on information and belief, the source of which T have identified and ['verity

helieve such information t6 be true.

2. This Affidayitis:sworn in support-of Terrace Bay'smotion returnable:
Febroary 23, 2010 for, amiong other things, an order extending the stayof
proceedinigs (the “Stay Period”) pursusiit to-the Inftial Otder of this Honourable
Court dated March 11, 2009 (the “Initial Order”), a copy of which is-attached

‘hereto as Exhibit “A”, until April 30, 2010. This Affidavit is also'in support of.

123617743
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Tetrace Bay's-request for authorization to enter into certain insurance premium

finaheing arrangéments.

3. The Stay Period has been extended from time to time sinee the-issuance of the
Initial Order and most recently until February 26, 2010, pursuant to the Order of
the Honourable Mr. Justice Morawetz dated November 20, 2009 (the
“November 20 Order”), a copy of which is attached hereto as Exhibit “B”. In
support of the November 20 Order, Terrace Bay filed the Affidavit of Taras
Sawula sworn November 19, 2009 (the “Sawula Affidavit™), a copy of which,

with Exhibits, is-attached hereto as Exhibit “C*.

4. Assetoutinihe Sawula Affidavit, on or about November 19, 2009, Terrace Bay
agreed to.a tenn sheet (the™ Term Sheet™) with the Provinee of Ontario-(the
“Province”) providing for the financing of a $25 million term loan which would
ultintately facilitate Terxace Bay’s exit from these CCAA proceedings and the re-

statt of Terrate Bdy’s opérations.

5. Terrace Bay’s term loan from the Province is conditional upon, ameng other
things, the sanctioning and implementation of a Plan-of Artrangement in these:

CCAA proceedings (a “Plan™)and a number of other matters.

6. By Owderofttie Honourable Mr. Justice Motawetz dated December 18,2009, a
copy of which s attachied hexeto as Exhibit “D”, this' Court approved 4 claims
process (the “Claims Process™) for Terrace Bay's creditors. The Claims Bar Date

under the Claims Process was February 8, 2010, Terrace Bay and the Monitor are

123617743
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in the process of reviewing claims: which were filed pursuant to the terms of the

Claims Process.

Accordingly, in order to permit Terrace Bay to complete the steps required to

meet the réquiretnénts of the Term Sheet and continue to work towards its exit

from these CCAA Praceedings, Terrace Bay requires an extension of the Stay
Period until April 30, 2010. In particular, Terrace Bay, with the assistance of the

‘Monitor, would utilize this extension to, among other things, complete financing,

cpntinue and conclude its administration of the Claims Process, negotiate and

develop a Plan and facilitate-creditor approval for a Plan and, ultimately, re-start

‘its-operations.

Terrace Bay will return to Court in due course 1o report on,-and obtain approval

for, other necessary steps moving forward.

Terrace Bay also secks this Court's authorization to enter into a premium finance:

agreement with CAFQ INE. (“CAFO”) substantially in CAFO’s standard-form, as

-amended by the parties {the "Premium Finance Agreement”), & copy of which,

with amendments agreed to by Terrace Bay, CAFO and'the Monitor, isattached

hereto as Exhibit “E?.

‘The Premiuim Finance Agreetient would permit Terrace Bay to defer premiirn

_payments-cdue on the renewal of its insuratice policies, inchiding property and

renewal of these policies is required in ordet to

general liability policies. The

‘maintain and preserve the value of Terrace Bay’s assefs.

123617743
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1L m__partic{ﬂar, the Premium Financing Agréement would permit Terrace Bay to
defer approximately 65 percent of the premiums due on rerewal, which totals
approximately $2.2 million, with monthly installments of $208,000 commeneing

in February 2010 and ending in August 2010.

12. CAFO hasrequested Court approval of the Premium Financing Agreement along
with CAFO’s first tanking piiority interest it unpaid:premiums and other relief
that would permit CAFO to enforce its rights under the Premium Finance

Agreement in the event of default.

13.  This Affidavit is therefore made in support-of Terrace Bay’s motion for, among
other things, an extension of the Stay Period until April 30, 2010 and
authorization to enter into the Prémium Findnging Agrecment and for 1o other or
improper purpose.

SWORN BEFORE ME at the City of

Thunder Bay; inthe Pravince of Ontario
this 17" dpy-of February, 2010

B. PAUL JASIURA

123617743,
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