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INTRODUCTION

1. On June 25, 2009, Grant Forest Products Inc. (“GFPI”), Grant Alberta Inc.
(“GAI"), Grant Forest Products Sales Inc. (“GFPSI”) and Grant U.S. Holdings GP
(the “Grant Partnership” or “U.S. Heldings”) (collectively the “Original
Applicants™) filed for and obtained protection under the Companies’ Creditors
Arrangement Act (“CCAA”) in order to restructure the business and affairs of the
Original Applicants. Pursuant to the Order of this Honourable Court dated June 25,
2009 (the “Initial Order”), Emst & Young Inc. (“EYI”) was appointed as the
Monitor of the Original Applicants (the “Monitor”) in the CCAA proceeding. The
Initial Order provided for a stay of proceedings through to July 24, 2009. The stay
of proceedings was subsequently extended to June 30, 2010 (the “Original



Applicants® Stay Period”) pursuant to an Order of this Honourable Court dated
February 26, 2010.

On March 30, 2010, Southeast Propertics LLC (“Southeast”), Grant Newco LLC
(“Newco”), Grant US Sales Inc. (“U.S. Sales”), Grant Clarendon LP
(“Clarendon”), Grant Allendale LP (“Allendale”) and Grant Excluded GP
(“Excladed”) were added as additional applicants to thesc CCAA proceedings
(collectively, the “Additional Applicants” and together with the Original
Applicants, the “Applicants” or “Grant”). Pursuant to an Order of this Honourable
Court dated March 30, 2010 (the “Supplemental Initial Order”), EY! was
appointed as the Monitor of the Additional Applicants in the CCAA proceeding.
The Supplemental Initial Order provided for a stay of proceedings through to April
29, 2010 (the “Additional Applicants’ Stay Peried™). The Additional Applicants’
Stay Period was subsequently extended to June 30, 2010 pursuant to an Order of

this Honourable Court dated April 28, 2010.

Paragraph 33 of the Supplemental Initial Order set out that, upon the delivery of a
certificate by the Monitor to GP International Acquisition I1I, Ltd. (the “Canadian
Purchaser”), Georgia-Pacific LLC (the “U.S. Purchaser”), and GP Palmetto
Holding LLC (the “Additional U.S. Purchaser”) (collectively “Georgia Pacific”),
primarily certifying that the funds related to the transaction between Georgia Pacific
and Grant were received, the transaction between Georgia Pacific and Grant closed
and the CCAA procecdings with respect to the Additional Applicants and the Grant
Partnership were terminated. Accordingly, the Monitor was discharged as Monitor

of the Additional Applicants and the Grant Partnership.

As a result of the termination of the CCAA proceedings of the Additional
Applicants and the Grant Partnership, only GFPI, GAI and GFPSI (the “Remaining

Applicants™) continue to remain as applicants in these CCAA proceedings.



PURPOSE

5. The purpose of this Fifteenth Report of the Monitor (the “Fifteenth Report”) is to

report to this Honourable Court with respect to:

a.

b.

i

1.

the Remaining Applicants’ motion for an Order (the “Rockley Road
Approval and Vesting Order”):

approving the sale transaction (the “Transaction”) contemplated by an
agreement of purchase and sale (the “Sale Agreement”) between GFPI
and McCarthur Carrick Properties Limited (the “Rockley Road
Purchaser”) madc as of June 9, 2010 and vesting in the Rockley Road
Purchaser, GFPI’s right, title and interest, if any, in and to the assets
described in the Sale Agrcement free and clear of all claims and

encumbrances;

sealing and treating as confidential the unredacted Sale Agreement
attached as confidential Appendix “C” to this Fifteenth Report until the
delivery of a certificate by the Monitor substantially in the form attached
as Schedule A to the Rockley Road Approval and Vesting Order (the
“Monitor’s Certificate”) as contemplated by the Rockley Road
Approval and Vesting Order or further Order of the Court;

the Remaining Applicants’ request for an Order declaring, to the extent
necessary, that all directors and officers of the Remaining Applicants cease
to be directors and officers of the Remaining Applicants as of 11:59 pm on
June 30, 2010;

approving the engagement by the Remaining Applicants of Stonecrest
Capital Inc. (“Stonecrest™) as Chief Restructuring Organization (“CRO")
on the tenms of the engagement letter as appended to the Fifteenth Report
(the “CRO Engagement Letter”) and the proposed Order (the “CRO
Order™);

d. the Remaining Applicants’ request for an order (the “D&O Claims Order”)



authorizing the Remaming Applicants to conduct a claims process to
identify claims against the directors and officers (the “D&O Claims

Process”™);

e. actual receipts and disbursements of the Remaining Applicants from April 5,
2010 to June 20, 2010;

f.  the Remaining Applicants’ updated cash flow projection from June 21, 2010
to March 6, 2011;

g. the Remaining Applicants’ motion to extend the Remaining Applicants’

Stay Period to February 28, 2011; and

h. the Remaining Applicants’ motion to approve this Fifteenth Report and the

conduct and activities of the Monitor as set forth herein.

TERMS OF REFERENCE

6. In preparing this Fiftcenth Report, the Monitor has been provided with and in
making the comments herein relied upon unaudited financial information, the
Applicants’ books and records, financial information prepared by the Applicants
and discussions with management of the Applicants. The Monitor has not audited,
reviewed or otherwise attempted to verify the accuracy or completeness of such
information and, accordingly, the Monitor expresses no opinion or other form of
assurance in respect of such information contained in this Fifteenth Report. Some
of the information referred to in this Fifteenth Report consists of forecasts and
projections. An examination or review of the financial forecast and projections, as
outlined in the Canadian Institute of Chartered Accountants (“CICA”) Handbook,
has not been performed. Future oriented financial information referred to in this
report was prepared based on management’s estimates and assumptions. Readers are
cautioned that since projections are based upon assumptions about future events and
conditions that are not ascertainable, the actual results will vary from the
projections, even if the assumptions materialize, and the variations could be

significant.



Unless otherwise stated all monetary amounts contained herein are expressed in
U.S. Dollars.

Capitalized terms not defined in this Fifteenth Report arc defined in the Initial
Order, the Supplemental Initial Order or previous Reports of the Monitor.

BACKGROUND

9.

10.

11.

12.

13.

14.

15.

GFPI and certain of its subsidiaries are privately owned corporations which carried
on an oriented strand board (“OSB”) manufacturing business from facilities located
in Canada and the United States. OSB is an engineered, mat-formed panel product
made of strands, flakes or wafers sliced from logs and bonded with an exterior-type
binder under heat and pressure. The most common uses are sheathing in walls,

floors and roofs in the construction of buildings and residential housing.

The Applicants and Footner Forest Products Ltd. (“Footner™) (in which GFPI has a
50% interest) had a total annual capacity to produce 3.7 billion square feet of OSB,

which made them the third largest OSB manufacturer in North America.

The Applicants and Footner had interests in three mills in Canada located at
Englehart and Timmins in Ontario and High Level in Alberta, and two mills in the

United States located in the counties of Allendale and Clarendon in South Carolina.

The OSB mills located in Englehart (the “Englehart Mill”) and Timmins (the
“Timmins Mill”) in Ontario were owned by GFPI, and as such, were subject to

these CCAA proceedings.

As set out further herein, the Applicants completed the sale of the Englehart Mill to
Georgia Pacific on May 26, 2010. GFPI still owns the Timmins Mill.

As described above, GFPI has a 50% interest in an OSB mill located at High Level
in Alberta (the “Footner Mill”). This OSB mill is held by Footner as bare trustee
and GFPI owns 50% of the shares of Footner. Footner is not a CCAA applicant.

The OSB mills located in Allendale (the “Aliendale Mill”) and Clarendon (the

“Clarendon Mill”) in South Carolina are owned by Allendale and Clarendon



16.

17.

18.

10,

20.

respectively, each of which is owned by Southeast. Each of these entities were

Additional Applicants and were subject to these CCAA proceedings.

The Grant Partnership, which was one of the Original Applicants, owns 100% of

Southeast.

GFPI, also on¢ of the Original Applicants, owned 99.99% of the Grant Partnership
(and GAI, another Original Applicant, owned the remaining 0.01%); thereby, GFPI
and GAI collectively owned indirectly the Allendale Mill and the Clarendon Mill.

As described in the Fourteenth Report of the Monitor dated June 1, 2010 (the
“Fourteenth Report”), the Applicants completed a sale of the Grant Partnership to
Georgia Pacific on May 26, 2010, as such, the Allendale Mill and Clarendon Mill

are no longer owned by the Applicants.

As a result of the present market conditions and the reduced demand for OSB and
other wood products, only the Englehart Mill and the Allendale Mill werc operating
prior to the completion of the sale to Georgia Pacific. Both the Timmins Mill and

the Footner Mill are idle.

The Initial Order, among other things, approved the continuation of the engagement
of Stonecrest as Chief Restructuring Advisor {the “CRA”™) of the Applicants with
services to be provided by Hap Stephen and Sandra Rosch.

ROCKLEY ROAD APPROVAL AND VESTING ORDER

21

£

22,

The Second Report of the Monitor dated July 21, 2009 (the “Second Report”)
described the sale process contemplated by the Applicants with respect to its non-
core assets owned by GFPI. These assets include premises in Haileybury (the
“Haileybury Office”), a golf course in Earlton, (the “Golf Course”), a 65 foot
custom built motor boat which is currently located in Florida (the “Boat”) and two
office buildings located on Rockley Road, just off Highway 11 in New Liskeard,
Northern Ontario (the “Rockley Road Properties”).

As described in the Twelfth Report of the Monitor dated April 26, 2010 (the



24.

25.

“Twelfth Report”), the Applicants with the assistance of the Monitor listed the
Haileybury Office and the Rockley Road Properties on the Multiple Listing Service
(the “MLS") in Ontario through a real estate agent with Royal LePage Best Choice
Ltd. (the “Realtor”) who is based in New Liskeard in Northern Ontario. In addition,
the Golf Course has also been listed on the MLS through the Realtor.

The listing for Rockley Road Properties was uploaded to the MLS website by the
Realtor on April 1, 2010. The Rockley Road Properties were listed at CDN
$1,395,000. A copy of the MLS listing is attached as Appendix “A” to this
Fifteenth Report. The Monitor understands based on discussions with the Realtor
that the Rockley Road Properties listing on the MLS site received approximately
170 views. The Rockley Road Properties listing was also uploaded to the web site
of the Realtor and has generated over 52,000 unique page visits since April 1, 2010.
Further, the Rockley Road Properties were advertised by the Realtor several times
in the Temiskaming Speaker. A copy of the advertisement is attached as Appendix
“B” to this Fifteenth Report. In addition, the Realtor has conducted several tours of
the Rockley Road Properties with potential purchasers including return requests for

tours from certain potential purchasers.

GFPI received two offers on June 1, 2010 and a further offer on June 2, 2010.
These offers were returned to potential purchasers and the Realtor was advised that
all potential purchasers were required to make their offers to GFPI on June 7, 2010
by 5.00pm. The Realtor was advised that potential purchasers had the option of
providing their offers to the Realtor, to GFPI or to the Monitor.

On June 7, 2010, GFPI received five offers including an offer from the Rockley
Road Purchaser. GFPI with the assistance of the CRA, the Monitor and the Realtor
analysed the offers received specifically with respect to the sale price and closing
risks, and engaged in negotiations with respect to various of the offers which led to
counter-offers and revised offers. GFPI eventually entered into the Sale Agreement
with the Rockley Road Purchaser on June 9, 2010, which was determined to be the
best offer given closing risk and that the purchase price was higher than all other

offers received. An unredacted copy of the Sale Agreement is attached as



27.

28.

29.

confidential Appendix “C” to this Fifteenth Report.

It is the Monitor’s view that the Rockley Road Properties were appropriately
marketed and advertised and the sale price maximises the value to the Applicants’
creditors. In addition, the sale price was significantly above the price indicated on
the MLS listing.

The Remaining Applicants are seeking the Rockley Road Approval and Vesting
Order from this Honourable Court to approve the Transaction contemplated by the
Sale Agreement between GFPI and the Rockley Road Purchaser. In addition, the
Remaining Applicants are seeking an Order from this Honourable Court sealing and
treating as confidential the Sale Agrcement attached as Appendix ‘C’ to this

Fifteenth Report.

The Rockley Road Approval and Vesting Order contemplates that upon the delivery
of the Monitor’s Certificate, all of GFPI’s right, title and interest in the Rockley
Road Properties shall vest in the Rockley Road Purchaser free and clear of

encumbrances.

GFPi, with the assistance of the Monitor, continues to market the Haileybury
Office, the Golf Course and the Boat. Further updates with respect to these non-

core assets will be provided in future reports of the Monitor.

DIRECTORS AND OFFICERS OF THE REMAINING APPLICANTS

30.

31

As described in the affidavit of Hap Stephen of June 21, 2010 (the “Stephen
Affidavit”), the independent directors of GFPI’s board intend to resign as of June
30, 2010. In addition, Peter Lynch, a dircctor of GFP1, GAI and GFPSI and the
executive vice-president and secretary of GFPI, the vice-president and secretary of
GAI and the president and secretary of GFPSI has advised that he also intends to

resign from these positions as of June 30, 2010,

Further, as described in the notice of motion of the Remaining Applicants returnable

June 30, 2010, in order to ensure that all claims against the directors and officers of



32.

the Applicants are identified, the Remaining Applicants are also seeking an Order
from this Honourable Court declaring that to the extent necessary, all directors and
officers of the Remaining Applicants cease to be directors and officers of the

Remaining Applicants as of 11:59 pm on Junc 30, 2010.

All directors and officers of the Grant Partnership and the Additional Applicants
were replaced by Georgia Pacific on the closing of the transaction with Georgia

Pacific.

As of June 30, 2010, the Monitor understands that the only remaining employees of
the Remaining Applicants will be approximately ten employees who have been
designated as Part 3 employees under the employee retention plan (the “ERP”) as
described in the Seventh Report of the Monitor dated January 27, 2010 (the
“Seventh Report”), Peter Lynch, as well as one or two other employees on a short
term basis, and the Remaining Applicants are seeking an Order confirming such.
These employees will assist the CRO with the marketing and sale of the remaining

assets and an orderly wind down of the operations of the Remaining Applicants.

CHIEF RESTRUCTURING ORGANIZATION

34.

35.

As a result of the proposed resignation of the independent directors and Peter
Lynch, and the seeking of an Order by the Remaining Applicants that to the extent
necessary, all directors and officers of the Remaining Applicants cease to be
directors and officers as of June 30, 2010 as described above, the Remaining
Applicants have ncgotiated the CRO Engagement Letter with Stonccrest, with
services to be provided by Hap Stephen and Sandra Rosch, to provide governance
for the Remaining Applicants until the completion of these CCAA proceedings. A
copy of the CRO Engagement Letter is attached as Appendix “D” to this Fifteenth
Report.

it is the Monitor’s view that Stonecrest is well suited to act as CRO, given their
experience working with the Remaining Applicants since prior to these CCAA

proceedings as CRA of the Remaining Applicants, and working closely with the



36.

Monitor during the CCAA proceedings. Further, Stonecrest has extensive
experience in managing restructuring processes and has been effective in the
services it has provided thus far to the Remaining Applicants. In addition,
Stonecrest has been directly involved in the transaction with Georgia Pacific and is
familiar with the remaining matters to be finalised with respect to the Georgia
Pacific transaction and also continues to be involved in the disposition of the

remaining assets of the Remaining Applicants.

The Monitor understands that the agent of the First Lien Lenders has been consulted
with respect to the terms of the CRO Engagement Letter and does not object to the
terms set out in the CRO Engagement Letter or the proposed CRO Order.

As set out in the CRO Engagement Letter and in the CRO Order requested,
Stonecrest will be authorized to make decisions with respect to all aspoects of the
management and operation of the Remaining Applicants during the remainder of the

CCAA proceedings, including, without limitation to:

a. take necessary actions, and execute such documents as required to permit the
Remaining Applicants to do all things authorized, directed and permitted
pursuant to the terms of the Initial Order and any subsequent Orders of this

Honourable Court;

b. realize and dispose of the assets of the Remaining Applicants on behalf of
the Remaining Applicants, including, without limitation, to negotiate and
enter into agreements on behalf of the Remaining Applicants with respect to

the sale or other disposition of all or any part of the property;

c. execute documents necessary for and on behalf of the Remaining

Applicants, to convey title to any property of the Remaining Applicants;

d. apply for and obtain any vesting or other orders which may be necessary or
appropriate, in the opinion of the CRO, in order to convey any property to
comply with any agreement entered into by the Remaining Applicants in

relation to the conveyance of any such assets;



38.

39.

h.

take necessary actions to maintain control over all receipts and
disbursements of the Remaining Applicants and control and use all bank

accounts of the Remaining Applicants;

become signing officers or designate other persons to be signing officers of
all bank accounts of the Remaining Applicants. In addition, the CRO has

the ability to revoke any existing signing authorities;

retain and terminate the employment or services contracts of employees,
agents or consultants; including, without limitation Peter Lynch, and
otherwise deal with human resources and other organization issues on behalf

of the Remaining Applicants or any of them;

represent the Remaining Applicants in any negotiations with any other

party;

communicate with and provide information to the Monitor, the first lien
lenders® agent and the second lien lenders’ agent regarding the business and

affairs of the Remaining Applicants; and

take all such steps and actions, enter into and executc all such agreements
and documents and incur such expenses and obligations necessary or
incidental to the exercise of the CRO powers on behalf of any of the
Remaining Applicants, as are reasonably required to carry out the provisions
of the requested CRO Order, including in the name of and on behalf of the

Remaining Applicants, as applicable.

In exercising its powers as contemplated in the CRO Engagement Letter and the
CRO Order, the CRO has the ability to consult with the Monitor and seek further

direction of this Honourable Court.

The CRO Engagement Letter provides that the CRO Engagement Letter shall not

affect the terms of the CRA engagement letter between GFPI and Stonecrest, except

as expressly provided in the CRO Engagement Letter.



40.

41.

The CRO Engagement Letter provides that Stonecrest will receive certain fees as set

out in paragraph 4 of the CRO Engagement Letter.

The CRO Engagement Letter and the CRO Order contemplate that the Remaining
Applicants will indemnify Stonecrest, Hap Stephen and Sandra Rosch from all
claims which they sustain or incur in relation to their acting in the capacity of CRO

of the Remaining Applicants.

D&O CLAIMS PROCESS

42,

43.

44,

45.

The D&O Claims Process proposed by the Remaining Applicants is to be

administered by the Monitor in consultation with the Remaining Applicants.

The purpose of the Claims Process as set out in the motion record of the Remaining
Applicants returnable June 30, 2010 is to identify any claims (a2 “D&O Claim)
against a director and/or officer of the Applicants, including claims which are
indemnified by the Applicants under paragraph 27 of the Initial Order or paragraph
18 of the Supplemental Initial Order.

The D&O Claims Process specifically excludes claims against any of the Applicants

or any person other than a director or an officer in relation to a D&O Claim.

The Claims Process proposed by the Remaining Applicants contains the following

key clements:

a. the Monitor shall take reasonable steps to cause the public notice attached as
Schedule ‘A’ to the D&O Claims Order (the “Public Notice”) to be
published in each of the Globe and Mail (National Edition), the
Temiskaming Speaker (Northern Ontario) and the State (South Carolina)
within seven business days after the D&O Claims Order is issued or as soon

as practicable thercafter;

b. the Monitor shall cause the Public Notice to be posted on the Monitor’s
website from the date of the D&O Claims Order until at least ten business

days after 5.00 p.m. (Toronto time) on August 16, 2010 (the “Claims Bar



C.

1.

iii.

iv.

d.

Date™);

the Remaining Applicants will provide the Monitor with the last known

address of those persons, based on the books and records of the Applicants:

listed in the accounts payable register of any Applicant as being a
creditor of such Applicant as at Junce 25, 2009 or at any time during
the period from June 25, 2009 to July 1, 2010 for the Remaining
Applicants and to May 25, 2010 for the Grant Partnership and the
Additional Applicants (as applicable, the “Claims Record Date”);

identified in a schedule provided by the Applicants as being an
employee or independent contractor performing services for an
Applicant as at June 25, 2009 or at any time during the period from
June 25, 2009 to the Claims Record Date;

identified to the Monitor by the Applicants as having an existing or
threatened litigation claim against an Applicant as at the Claims

Records Date;

which is a governmental agency listed on Schedule ‘D’ to the D&O

Claims Process Order; or

mcluded in the service list in these CCAA proceedings by electronic

transmission;

the Monitor shall be entitled to rely on schedules, records and other
information provided to it by the Applicants as to the persons entitled to
receive the Public Notice and the Monitor shall have no liability with respect

to its failure to send the Public Notice to any Person;

the Monitor shall send a claims package including a copy of an instruction
letter and a proof of claim form and other information as determined by the
Monitor (the “Claims Package”) to each person referred to in the foregoing
subsection (¢} and to each person who has notified the Monitor in writing

before the Claims Bar Date of a potential claim and to any person who



makes a request to the Monitor for a Claims Package before the Claims Bar

Date;

f. the Monitor shall post a copy of the Claims Package on its website from the
date of the D&O Claims Order until at least ten business days after the

Claims Bar Date;

g any claimant asserting a D&O Claim is required to do so by delivering a
completed and signed proof of claim to the Monitor by 5.00 p.m. (Toronto

time) on the Claims Bar Date;

h. the claims of any claimants who do not deliver a proof of claim completed
and signed in accordance with the instruction letter specifying a D&O Claim
to the Monitor by the Claims Bar Date shall be forever barred from making
or enforcing such D&O Claim against any director or officer and that such
D&O Claim {the “Unasserted Claim”) shall be forever extinguished, barred
and released and all such claimants shall be deemed to have fully and finally
released and discharged all Unasserted Claims against cach director and

officer of the Applicants; and

i. as the Remaining Applicants do not anticipate receiving a large number of
D&O claims, a rclatively streamlined process is proposed to deal with the
administration of the D&O claims. As such, the Monitor shall be entitled to
bring a motion seeking approval of a procedure to evaluate and adjudicate
whether any D&O Claims that are filed in accordance with the D&O Claims
Process are indemnified by the Applicants under paragraph 27 of the Initial
Order or paragraph 18 of the Supplemental Initial Order. Such procedure
shall be developed by the Monitor in consultation with the Remaining
Applicants, any directors or officers with respect to which a D&O Claim has

been asserted, any applicable insurer and their respective counsel.

46.  The Monitor is of the view that the Remaining Applicants’ decision to proceed with

the D&O Claims Process is appropriate and allows the Remaining Applicants to



47,

48.

quantify and determine claims against the directors and officers of the Applicants
and determine the quantum of the D&O Charge that need be maintained, which will
ultimately facilitate the further distribution of funds to creditors. The Monitor
anticipates seeking recognition of the D&O Claims Order from the U.S. Bankruptey
Court.

The proposed process and form of notice provided for in the D&O Claims Process
is reasonable and provides adequate time to potential claimants to file a claim. Itis
anticipated that, given the likely small number of claims, the timeline and process
proposed in the D&O Claims Process should allow for an appropriate review of the

claims submitted to the Monitor by the Claims Bar Date.

The Monitor shall consult with the CRO and the Remaining Applicants and report
to this Honourable Court regarding the outcomc of the D&O Claims Process
including a summary of the number and amount of the proofs of claim received, and

the process to determine the D&O Claims.

ACTUAL CASH RECEIPTS AND DISBURSEMENTS OF THE REMAINING
APPLICANTS

49.

50.

A summary of the actual receipts and disbursements of the Remaining Applicants as
compared to the projection set out in the Eleventh Report for the period from April
5, 2010 to June 20, 2010 is attached as Appendix “E” to this Fifteenth Report.

The Remaining Applicants’ actual consolidated net cash inflow for the period from
April 5, 2010 to June 20, 2010 was $8.7 million excluding the cash balances held by
the Monitor either in trust or in escrow. The actual net cash inflow was lower than
projected by approximately $0.8 million primarily as a result of the closing of the
transaction with Georgia Pacific on May 26, 2010, partially offset by the higher
than anticipated OSB sales receipts. The projection did not contemplate the closing
of the transaction with Georgia Pacific on May 26, 2010. Appendix ‘E’ includes
further details with respect to the variance in the individual receipt and

disbursement line items.



51

Attached as Appendix “F” is a summary of the cash balances held by the Monitor in
its escrow account. As at June 20, 2010, the Monitor’s escrow account held
approximately $55.4 million in U.S. currency and approximately $1.0 million in

Canadian currency primarily from the proceeds of the Georgia Pacific transaction.

UPDATED CASH FLOW PROJECTION OF THE REMAINING APPLICANTS

52.

54.

An updated cash flow forecast of the Remaining Applicants for the period from
June 21, 2010 to March 6, 2010 is attached as Appendix “G” to this Fifleenth
Report (the “Remaining Applicants’ Forecast”).

The Remaining Applicants’ Forecast has been prepared by management of the
Remaining Applicants with the assistance of the Monitor, using probable and
hypothetical assumptions set out in the notes attached to the Remaining Applicants’

Forecast.

The Remaining Applicants’ Forccast attached to this Fifteenth Report reflects
receipts and disbursements to be paid over the projection period in Canadian
currency. No nct proceeds from the sale of the remaining assets are projected in this
projection period due to the uncertainty in quantum and timing of receipts from the
sale of such remaining assets. Further, the Remaining Applicants’ Forecast also
excludes the release of funds held in escrow or in trust with the Monitor, given the
uncertainty in timing of when the relevant conditions related to the escrows are met

and the timing of their release.

STAY EXTENSION OF THE REMAINING APPLICANTS

35,

The current Stay Period of the Remaining Applicants expircs on June 30, 2010. The
Remaining Applicants are seeking an extension of the Stay Period to February 28,
2011 to permit them time to complete the sale of the remaining assets and the

orderly liquidation of their business, and more specifically to:

a. continue to work towards several post closing matters related to the

transaction with Georgia Pacific including the release of certain funds held



56.

57.

in escrow with the Monitor, as described in detail in the Fourteenth Report.
In addition, certain U.S. tax retums of GFPI and GAI are not expected to be
filed until February 2011;

b. continue to work towards the marketing and sale of its remaining assets
including the Timmins Mill, its 50% interest in the Footner Mill, and certain

non-core assets as described in the Second Report;

c. conduct the D&O Claims Process to identify D&O Claims against the

Applicants’ directors and officers; and
d. completing other wind down activities.

An Order in Council approving the Supply Agreement between the Her Majesty the
Queen as represented by the Minister of Northern Development, Mines and Forestry
("MINDMF") and the Canadian Purchaser (the "Order in Council”) has been
granted by the Lieutenant Governor of Ontario. Section 3.1(4) of the Timber
Escrow Agreement between the Remaining Applicants, the Canadian Purchaser and
EY1 as Escrow Agent (the "Timber Escrow Agreement") provides that the Escrow
Agent is to release the Escrow Funds forthwith upon receipt of the Order in
Council, provided that certain conditions are met. The Escrow Agent is
communicating with the Canadian Purchaser and the Remaining Applicants
with respect to the Order in Council and the release of funds pursuant to the Timber

Escrow Agreement.

Based on its observation of the Remaining Applicants” wind down process, the
Monitor considers the Remaining Applicants to be acting in good faith and with due
diligence. The extension of the Stay Period to February 28, 2011 is appropriate.
Accordingly, the Monitor recommends to this Honourable Court that the Stay

Period be extended to such date,



RECOMMENDATIONS

58.

59.

The Applicants are seeking this Honourable Court’s authorization for an Order:

approving the Transaction contemplated by the Sale Agreement with respect
to the Rockley Road Properties and sealing and treating as confidential the
unredacted Sale Agreement attached as confidential Appendix ‘C’ to this

Fifteenth Report until the delivery of the Monitor’s Certificate;

. declaring, to the extent nccessary, that all directors and officers of the

Remaining Applicants cease to be directors and officers of the Remaining

Applicants as of 11:59 p.m. on June 30, 2010,

. establishing the D&O Claims Process to identify D&O Claims against the

Applicants’ directors and officers;

. approving the appointment of Stonecrest as CRO pursuant to the CRO

Engagement Letter;

approving the extension of the Remaining Applicants Stay Period to
February 28, 2011; and

approving this Fifteenth Report of the Monitor and the conduct and activities

of the Monitor as reported on herein.

The Monitor recommends that this Honourable Court grant the relief sought by the

Applicants.



All of which is respectfully submitted this 28" day of June, 2010.

ERNST & YOUNG INC.

in its capacity as the Monitor of

Grant Forest Products Inc., Grant Alberta Inc,, and
Grant Forest Products Sales Inc,

Per:

Alex Morrison
Senior Vice President

Simone Carvalho
Vice President
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Suite 3130, Royal Trust Tower

77 King Sweer West

PO. Rax 35, TO Centry

Toronto, Ontacio MSK 187

Tel: M. Stephun (216) 354-0228

Tel. $.Rosch 310y 0320

Fax: (4167 264.7278
Inicmel: hstephenf@isionceresiczpital com
Inermet stoschi@monesrestcanital.cony

Stonecrest Capital Inc.

STRICTLY PRIVATE & CONFIDENTIAL
June 17,2010

Grant Forest Products Tnc,
Grant Alberta Inc,

Grant Forest Praduct Sales Ine.
161 Bay Strect

Suite 2700

Tuionte, ON M35J 281

Attention: My, Kvle Sinelair, Chief Financial Officer
Dear 8ir
Re:  Engagement of Stonecrest Capital Inc. (*SCI”) a3 Chief Restructuring Organization

Grant Forest Products Inc, (“GFPI"). Grant Alberta Inc. (“Alberta™), Grant Forest Product Sales Ine.
{“Sales™y and Grant US. Holdings GP obtained protection under the Companies’ Crediiors
Arrangement det (the “CCAA™Y on June 25, 2009 by order of the Honourable Mr. Justice Newbould
{the “Inizial Order™). The Miual {rder approved the Amended Engagement Letter dated Jume 23, 2009
{“CRA Engagement Leter”) between GFPI and SCI and the continuation of the engagement of SCl as
Chicf Restructuring Advisor (the “CRA™) with services 1o be provided by Hap Stephen and Sandra
Rosch.

GFPI, Alberta and Sales (the “Companies™) wish to retain SCI as Chief Restructuring Organization
{“CRO™ 1o provide the services deseribed below and uuder the terms set forth in this Agreement. This
Agreement is conditional on receipt of the Approval Order (25 defined below) and effective from the
date of the Approval Order.

i, Affect on CRA Engagement Letter

Nothing in this agreement shall affect the terms of the CRA Engagement Letier between GFPI and 5CI
except as expressly provided herem.

Once the Approval Order {as defined below) has been obtained, SCI will assume the role of CRO.
Upon such assumption of responsibility, the advisory services outlined under Section 1 (SCT's
Services) in the CRA Engagement Letter will be superseded and no longer be required to be pertormed.
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For clarity, Paragraph 3 (Fees) of the CRA Engagement Letter will not be affected by this agreement
except that Paragraph 3 (8} of the CRA Engugeuwent Leger is deleied and replaced by Paragraph 4
{(Work Fee} set out below,

2. SCR’s Services

Pursuant to the tetms of this Agreement, SCIas CRO shall manage the Companies and the sale or other
disposition of their assets including by negotiating and entering into any agreements necessary with
respect to the sale or other disposition of their assets and taking any steps and incurring any expenses
and obligations as the CRO deems necessary 10 effect their wind-down and termination of their
businesses and operations. As CRO. SCI. acting on behalf of and in the pame of the Companics, may
take such actions, and execute such agreements and documents as are required or conteraplated 1o be
taken under this Agreement,

SC1 will at all times be entitled 1o consult with the Monitor, and 1o sock advice and directions fiom
the Canadian Court, in relation to the performance of its responsibilities as CRO. SCI will consult
with the Agent for the First Lien Lenders and will periodically report to such Agent jis progress in
performing SCP's scrvives, provided that amounts remain owing 10 the First Lien Lenders by the
Company.

3. Information

Each Company will use its hest efforts to ensure, that all information 1o be provided 1o SCi. dircetly or
indirectly, orally or in writing, in connection with SCY's engagement hereunder will be accurate and
complete in all material respects and will not be misleading in any material way and will not omit to
state any fact or information which might reasonably be considered rmaterial to SC in performing its
services hereunder. SCI shall be entitled to rely upon such information, and SCI shall be under no
obligation to verify independently any such information so provided to or otherwise obtained by 8CL
SCI shall also be under no obligation 1o determine whether there have been or to investigate any
changes in any of such information eccurring after the date any of the same were provided or obtained.

4, Waork Fee

SCI's monthly work will be $50,000 per month (the “Work Fee™). The Work Fee shall be paid together
with applicable taxes on the first business day of each monthly period after the Approval Order is
granted unti] this engapement is terminated in aceordance with Scction 8.

The Work Fee will reduce to $30.000 per month upon the completion of the sale or other disposition of
GFPI's 50% interest in the asscts eopuprising the Footner mitl in High Level, Alberta.

In addition to the foregoing compensation. the Companics shall reimburse SCI for its reasonabic out-
vf-pocker expenses in entenng wto and performing this agreement, including. but not limited to. legal
fees, travel and communications expeuses and courier charges. Such reimbursable ¢xpenses will be
payable by GFPI on receipr of SCI's invoices.

All or par1 of the foregoing may be subject 1o the federal Goods and Services Tax and/or applicable
provincial sales tax. Effcctive July 1, 2010, the foregoing fees may be subject 10 the provincial
Harmonized Sajes Tox ("HST™). Where tax is applicable, an sdditional amount equal to the amount of
tax owing thereon will be charged 1o and payable by the Companies.

4163647275 STONECREST CAPTTAL PaGE  63/88
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5. Additional Services

If 8CI is requested to perform services in addition to thosc described above, then the terms and
conditions relating fo such services will be outlined in a separate agreement and the fecs for snch
services will be n addition 10 fees payable hereunder and will be negotiated separately and in good
faith.

6. {ndemnification

Each Company hereby agrees to indeuwify SCI in accordance with Schedule A hereto, which Schedule
forms part of this agreement, the consideration for which is the entering into of this agreement. Such
indemnity (the “Indemnity”} shall be execcuted and delivered to SCI, Srephen and Rosch on the
execution of this agreement and shall be in addition to, and not in substitution for, any lability which
the Company or any other person may have to S$CI, Stephen and Rosch or other persons indemnified
pirauant to any indemnnity apart from such Indermity. Tl Indemnity shall also apply 1o any additional
services provided pursuant 1o paragraph 5 above until superseded or replaced by agreement of the
parties.

7. Approval of the Canadian Court and Security for Indetnity and Fees

As soon as possible, GFP] shall seek an order from the Canadian Court (the “Approval Order™), in
form and substance satisfactory 10 3CI including provisions:

{a) appointing SCI as the CRO of the Companies;
{b) agproving this Agreement;

© providing that the claims of SCI. Stephen, Rorch and any other person providing
services hereunder are not claims which may be compromised within the CCAA
proceceding;

{d) confirming that GFPI will continue to indemnify SCI, Stephen and Rosch from all
claims which they sustam or incur in relation to their acting in the capacity as CRO
10 GFPI as set out in paragraphs 38 and 39 of the Initia} Order and that SCI,
Stephen and Rosch will continue to be entitled to the benefit of the Administration
Charge as sct out in paragraph 41 of the Initial Order with respeet o the fecs and
digsbursement and with respect to the indemmities provided as set out above and all
ather provistons of the Injial Order applicable to the CRA. The Administration
Charge will continue 10 have the priority as set out in paragraph 44 of the Initial
Qrder.

8. Survival of Terms and Termination

This engagement shall take effeet upon the issuc of e Approval Order and may be terrainated by
either the Companies, in consultation with the Agent for the First Lien Lenders provided that amounts
rernain owing lo the First Lien Lenders by the Company, or SCT upon not less than 10 days writien
notice 10 that eftect 1o the other party, provided that the obligations of the Companies o indennify
SCI, 1o pay any amounts then due to SCI pursuant to this agreement including fees then earned.
expenses then incurred and tax in connection with this agreement shall survive the completion of SCI's
engagement hereunder or other termination of this agreement.

3
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9 Confidentiality

It is SCI's policy to hold in confidence the affairs of its clients. Therefore, SCT will not use
confidential information obtained from any Company except in connection with the services 1o be
provided hereunder and will not disclose such confidential information to any thind pusly or w any of
its affiliates, employees or advisors except in connecuion with the services to be provided hereunder
and will not use or make available 10 2 Company confidential information that SCI has obtained from
any other client ur that SCI or it affiliates may havce developed or obtained in connection with
activities for its ownt acconnt.

10, Gther Matters

This agreement will innre to the bencfit of and be binding upon the parties hereto and their respective
suceessors and assigns. This agrecment shall be governed by and construed in accordance with the
faws of the Provisce of Ontatio and the parties hereby irrevocably artorn to the jurisdiction of the
courts of the Proviuce of Ontario. All financial references in this agreement are to Canadian dollars
unless otherwise indicated, If any provision hereof shall be determined to be invalid or unenforceable
in any respect. such determination shall not affect such provision in any other respect or any other
provision hereof. Headings used herein are for convenience of reference only and shall not affect the
interpretation or construction of this agrecment.

il Nutices

All potices and vther communicatons given under this letter shall be in writing and emailed or {axed or
delivered by personat delivery, if to the Companics, to their Canadian counsel. Fraser Milner Casgrain
LLP, at its address at 39 Floor, Rirst Canadian Place, 100 King Street Wegt. Toronto, Ontario, M3X
{B2. Artention: Ross Walker or by email 10 ross.walker@fme-law.com and to the Monitor, Emst &
Young, 222 Bay Street, P.O. Box 251, TD Cenwe, Toronto, ON M5K 1J7 or by email to
alex.f.morrison.ca.cy.com and il 0 SCI at 118 address Suite 3130, Royal Trust Tower, 77 King Street
Wast. P.O. Box 33, TD Centre, Toronto, Ontario MSK 1B7, Attention: Hap Stephen or by email to
hstephen@stoncerestcapital.com, as cach party may specify in a written notice to the other parry  All
such notices and communications shall be effective when faxed, emaiied or delivered, as the ¢asc may
be.

12, Accepiance

Plense confirm that the forcpoinyg is in accordance with each Company’s understanding by signing and
returning the attieched duplicate copy of this letter which shall thereupon constitute a binding agreement
between the Companies and SCL
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Yours very truly,

Stonccrest Capital Inc.

By: M”‘ M
Accepted and agreed 10 as of Qf?;d f @ . 2010

Grant Forest Producis fuc,
By:

Grant Forest Product Sales Ine.

o |ls

Grant Alberta 1ag.
> bj(j

PAGE 96/88
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To: Stonccrest Capital Inc.
SCHEDLILE A

INDEMNITY

in connection with the engagement {the “Engagement™) of Stonecrest Capital Ine. (*SCI™) pursuant to an engagement letter
(the “Engagemeny Letter”) between SCI, and Grant Forest Producess Inc., Grant Forest Product Safes Inc. and Granr Alberta
Inz. (“the Companies™) dated June 17, 2010, coch Company agrees W indeiunify und hold harmiess SCI, and its respecove
directors, officers, cmployces, parmers and agents. and any other person providing services o the Company pursusnt 1o the
Engagement Letter (collecrively, the *Tndemnified Panies” and individually, an “Indemnificd Pary™). from and agdinst any
wdd all tosses, expenses, claims, actions, damages and Habilities, joint or several, including the aggregate amount paid in
reasongble sertiemens of any actions, suits, proceedings, investigations or claims and the reasonable fees and cxpenses of iis
counse! on a solicitor 2nd his own client basis that may be incurred in advising with respent to and/or defending any acrion,
suit, proceeding, investigation or claim that may be made or threatencd against any Indemnified Party or in enforcing this
indernity to which any Indemnified Party may become subjeer or otherwise involved in uny capacity {collectively, the
“Claims") insofar as the Claims relate to. are caused by, recnlt from, arise out of or ure based upon, dirsetly or indircetly, the
Engagement unless arising from the nagligence or witiful misconduct of any Indemnified Party. Each Company also agrees
that ne Indermified Party shall have any lability {whether directly or indirectly in conwact or tort or otherwise) to the
Company or any person ssserting claims on behall 6l ur in aght of the Company for or {n connection with the Engagement
excepy to the extent any losses, expenses, claims, aciions, damages or liabilities incurred by the Company are determined by a
count of competent jurisdiction in a final judgment that has become noneappealable to have resuited primarily from the
negligense ot wiltud miscondnet of such Indemnified Party, A Company will not, witheut SCU's weitten consent, settle,
compromise, consent 10 the entry of any judgment in or otherwise seek to termingle any action, suit, proceeding, investigation
of clamn in respect of which indemnification may be sought hereunder (whether or not any Indemnified Pary iz o perty
thereta) unless such senjement, compromise, consent or termination includes a release of cuch Indemnified Panty from any
Tiabilities arising out of such action, suil, proceeding, investigation of clam,

Promptly afler receiving notice of un action, sait, proseeding or claim against SCT or any other Indenmified Party or receipt of
notice of the commencement of any investigation which {s based, direetly or indirectly, opon any matter in respecet of which
indemnification may be souyln from a Company, SC1 or any such other indemnitied Party will notify the Company in writing
of the particulars thereof.

Bach Company aiso agrees o reimburse SCI for the time spent by its personne) in connection with any Claim subjeet 10 this
inderrmity st their normal per diem rates. $CI may retain onc counse! to separately represent it in the defense of 3 Claim
subject to this indermnity, which shall be at the Company’s eXpense on a salicitar and hic nwn olient basis if (i) the Company
docs not promptly assume the defense of the Claim. (i) the Company agrees to separate representation or (iif) SCI is advised
by counsel that there is an actual or potential confliet in the Company’s und SCU's respective interests or additional defenses
are available to §CI, which makes mpreseatation by tha come counse! inappropriste.

The abligations of the Companies hergynder are joint and several aad in addition 10 any Habilites, which the Company may
otherwise have to SCL, w any vther Indgmnified Pany,

Dated mof@ ’8 R

Grant Fegest i’rtct ne. Stoneerest Capital Ing.
By: %_‘_ By: __d)éé-vé—o
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Grant Forest Produ rs%’

<

Gram Al% L
By:
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Grant Forest Produacts Inc,, Grant Alberta Inc, and Grant Forest Products Sales Ine, (the

“Remaining Applicants™)

Cumulative Receipts and Disbursements
For the Period From April § to June 20, 2010

(In Thousands of US Dellars)

Opuning Bank Balance

Receipts

0S8 Bales

Fibre Sales

Post-Transaction Trade Receipts
GST Collected & Refunds
Interest Incorme

Other Receipis

Corporate Tax Refund - Net
Tota) Receipts

Disbursements
Payables.Fibre

Freight

QOther Payables

Payroll

Utilities & Fuel

GST Remitance

SG&A

Restructuring Costs

Bank Charges

Capex

Tax Refind Payroem and other taxes
Foreign Fxchange Impact
Total Disbursements

Inter-Company Transfors:
Transter trom (10) U.S, Entities
Transfers from {10) Fooner

Total fater-Company Transfers
Transfer to Georgia-Pacific

Net Cash Flows

Ending Baak Balance
Deduct: Restrieted Cash

£nding Cash excluding Restricted Cash

Funds In Escrow With the Moniter

Opening Bank Balance

Receipts
Disbursements

Net Cash laflow/{(Outfliow)

Ending Bank Balance

Actual Projection Variance
16,577 16,577 -
30,838 41,233 {10,377

436 212 424
10,129 - 10,129
82 836 (14)
1 - i
613 1Y 306
14,642 13,118 1,523
57.743 35,330 2,193
{4851 (6,096) 1,245
4,237) {5,178} 941
{80413 (10,31%) 2,276
(4,831) (6,137) 1,326
{1,803} {1,745) {5%)
{1,020) (508) 312)
{2,244 {2.869) 626
(2.302) (2,771) 469
(14 {68} 35
- (1Y) 412
{9.223) (9,418) 193
(219) [£X))] {166)
(318.18%) (45,593} 6.808
(138) - (138}
(525) {383); {142}
(664) (383) (280)
(9,536) . (9,556)
738 $.574 (8363
25313 26,151 (836)
(432} “12) {20)
24,884 15,739 {853)
USH CAD Nates
R 5 -
425,657 31,974 12
(370,216} (30,993) 12
$5341 1,031
55441 1,031 13

g

noles

(2

~NG DY
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Grant Forest Products Inc., Grant Alberta Inc., Grant Forest Products
Sales Inc., and Grant U.S. Holdings GP. (the “Remaining Applicants”)
Cumulative Actual Receipts and Disbursements

For the Period April 5 te June 20, 2010

Variance Analysis

The actual receipts and disbursements are denominated in U.S. dollars. Canadian dollars are
converted to U.S. dollars every week at Thursday’s closing exchange rate as published by the
Bank of Canada. In the projection, Canadian dollars are converted to U.S. dollars at the exchange
rate of CDN$1.02=UJS$1.00.

1.

»
h

0SB Sales — The unfavourable variance is primarily due to the shorter collection period
as a result of the closing of the transaction with Georgia Pacific on May 26, partly offsct
by a higher than anticipated sales volume and sales price incereases as the projection did
not contemplate the closing of the transaction with Georgia Pacific on May 26,
2010. Pursuant to the Purchase and Sale Agreement between GFPY and Georgia Pacific
(the “PSA”), as of May 26 Georgia Pacific is cntitled to trade receipts from OSB and
fibre sales, which arc reflected as Post-Transaction Trade Receipts as described in Note
3.

Fibre Sales ~ The favourable variance is primarily due to the sale of higher than
anticipated volumes of certain wood logs that are not used for production at Englehart.

Post-Transaction Trade Receipts — As desceribed in Note 1, the actual amount
represents trade receipts on or after May 26 from OSB and fibre sales , which is payable
to Georgia Pacific. During this projection period, approximately $9.5 million of such
receipts have been repaid to Georgia Pacific as discussed in Note 1.

Other Receipts — The favourable variance is primarily due to miscellancous receipts,
including proceeds from the sale of surplus natural gas, a refund from a fuel vendor with
respect of the Remaining Applicants” unused prepayment, a property tax rofund and
certain rental income.

Corporate Tax Refund — The favourable variance is due to the Remaining Applicants’
receipt of higher than expected corporate tax refunds related to prior years and represents
a permanent difference. Approximately $9.2 mitlion of the tax refunds have been paid to
Mr. Peter Grant Sr. pursuant to an Order from Justice NewBould.

Payables-Fibre, Freight and Other Payables — The favourable variances are primarily
due to Georgia Pacific assuming expenses incurred after the closing of the ransaction on
May 26 in accordance with the PSA, partly offset by higher than anticipated
disbursements related to increased production at Englehart prior to the closing of the
transaction.

Payroll — The favourable variance is primarily due to a fiming difference and lower than
anticipated payroll expenses as a result of the closing on May 26m which was not
contemplated in the projection. The portion refated to timing will reverse in the future.



146.
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i2,

13.

SG&A — The favourable variance is primarily duc to the pon-remewal of certain
insurance policies that are no longer required as a result of closing of the transaction with
Georgia Pacific on May 26, partially offser by higher than anticipatcd premiums to
maintain required insurance coverage for the Remaining Applicants.

Restructuring — The favourable variance is primarily related to a timing difference and
lower than anticipated professional fees, partly offset by the payment of certain fees that
were not contemplated in the projection. The portion related to timing may reverse in the
future.

Capex — The favourable variance is primarily due to Georgia Pacific assuming such
expenditures incurred afier the closing of the transaction on May 26 pursuant to the PSA.

Transfer to Georgia-Pacific — As discussed in Notes 1 & 3, the Remaining Applicants
have transferred to Georgia Pacific, approximately $9.5 million of post-transaction trade
receipts that were received on or after May 26,

Receipts and disbursements of the escrow account — On May 26, 2010 pursuant to
the closing of the transaction with Georgia Pacific, Georgia Pacific paid to the
Monitor the purchase price of US$403 million and a further amount of US$22.6
million with respect to a working capital adjustment that was contemplated in the
PSA. In addition, Georgia Pacific funded an amount of US$0.8 million with
respect to an employee retention plan for certain crployees of GFPI and GFPSIL
Details of the receipt of such amounts are described in the Fourteenth Report of
the Monitor dated June 1, 2010, The US$0.8 million rclated to the employee
retention plan was subsequently converted to Canadian currency (approximately
CDNS 906,000) as such payment to the cmployees will be made in Canadian
currency,  Further, approximately USS$30 million was converted to Canadian
currency (approximately CND$ 31 million) as part of the distribution to the
lenders was required to be made in Canadian currency.

Closing balance of the ¢serow account - On June 4, pursuant fo the Court Order, a
distribution equivalent to approximately US$370 million was distributed in U.S, and
Canadian currency from the funds held in trust by the Monitor. The escrow account held
funding as at June 20, 2010 as sct out in the summary attached in Appendix A",
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Grant Forest Products inc., Grant Alberta inc., and Grant Forest Products Sales inc. (the “Remaining
Applicants”)

Summary of Funds in Escrow Account

As at June 20, 2010

G Amount Comment
USD Account
Purchased Assets and Purchase Price Adjustment $ 33,972,357 Held in trust by the Monitor
Timber Escrow 14,998,995 Held in Escrow by the Monitor
Working Capitai Escrow 4,998,095 Held in Escrow by the Monitor
Other Payables Escrow 1,468,745 Held in Escrow by the Monitor
Total USD Account 55,441,092

Amount

CDN Account
Partnership Interest and Purchase Price Adjustment 124,192  Heid in trust by the Monitor
Employee Retention Escrow 906,366 Held in Escrow by the Monitor
Total CDN Account 1,030,559
Note

All account baiances are net of bank charges.
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Grant Forest Products Inc., Grant Alberta Inc., and Grant Forest Products Sales Inc. (the “Remaining Applicants”) Combined Cash Flow Projection

For The Period From June 21, 2010 to March 6, 2011

(In Thousands of US Dollars)

Week Week Week Week Week Week Week Week Week Week Month Month Month Month Month Month
Period Englug Notes 27-Jun-10 4-Jul-10 11-Jul-10 18-Jul-10 25-Jul-10 1-Aug-10 8-Aug-10 15-Aug-10_ 22-Aug-10  29-Aug-10 3-Oct-18) 31-Oct-10  28-Nov-10 2-Jan-11 30-Jan-11 6-Mar-11 Total
Opening Bank Balance 1 25315 23281 23372 21,959 21,528 22,243 20,768 20,268 19.949 19758 19.681 18,947 17.667 16.977 16,249 15,647 25,315
Receeipts
GST/HST Refunds 2 385 - - - 363 - - - - 9 120 82 61 58 50 33 1.262
Interest Income - - - - - - - - - - - - - - . -
Other Reeeipts 3 889 492 7 16 699 - - 7 - - 575 - - - - - 2,685
Sale of Asscts 4 - - - - - - - - - - - - - - - -
Total Receipts 1.274 492 7 16 1,062 - - 7 - 91 696 82 61 58 30 53 3.947
Disbursements
Payroll 3 (2,258) 84) (80} (55) - (1,184) - (38) - A1) (100) 72) (125) ©3) @n an 4.207)
Other Payables 6 (167 (108) (752) 130) (130) 169) (130) 94) - - @17 (575) - - - - 2.574)
SG&A 7 35) 9) (25) 67) (96) [eE)] (112) 26) (104) 34 (13%) (128) (50) (52) 2) 7N (1.068)
Restructuning Costs 8 (114) an (514) (195) ©n an (226) (148) an an (548) “m (450) (541) (472) (499) (4.559)
Bank Charges 9 - 14 - - - (14) - - - - @8 - 14 [ - - (85)
Foreign Exchange Inipact 10 33 - - - - - - - - - - - - - . - 33
Total Disbursements {2.581) {326) (1372) (447 [€1%) (1.463) (468) (307) a73) (146) (1,133} (1.283) 639 672) (541) (6223 (12.459);
Inter-Company Transfers: 1 (361 (75) “8) - (30) {3y (33 0) (16) 2hn (296) 110y €110y (115 (110) (124 (1.157)
Total Inter-Company Transfers (36 as (48) - €lt]) (13 133) (20) a6y @n (296) [¢8(0)] (o Q1) (111U} (124): (.15
Transfer to Georgia-Pacific 12 (691) - - - - - - - - - - - - - - - [(&49)
Net Weckly Cash Flows (2.034) gt (1.413) {430y 714 (1474 (501 (319) (1on an (34 1.28h ©89) a2 (602) (693) (10.360)
Ending Bank Balance 23.281 23372 21,959 21,528 22,243 20.768 20.268 19.949 19,758 19.681 18,947 17.667 16977 16,249 15,647 14,954 14.954
Deduct: Restricted Cash 13 #412) “412) @12y “12) (412) (186) {186) (186) (147) (147) 47y 147) 147y - - - -
Ending Cash excluding Restricted Cash 22,869 22,960 21,547 21,117 21,831 20,582 20,081 15,762 19,611 19,534 18,800 17,520 16,830 16,249 15,647 14,954 14,954




In the Matter of the CCAA of Grant Forest Products Inc. Grant Alberta Inc., and
Grant Forest Products Sales Inc., (“Grant” or the “Remaining Applicants™)
Notes to the Unaudited Combined Cash Flows Projection

Disclaimer:

In preparing this cash flow projection (the “Remaining Applicants’ Forecast”), the
Remaining Applicants have relied upon unaudited financial information, and the
Remaining Applicants have not attempted to further verify the accuracy or completeness
of such information. The Remaining Applicants’ Forecast includes estimates concerning
the operations of the mills and additional assumptions discussed below with respect to the
requirements. Since the Remaining Applicants’ Forecast is based on assumptions about
future events and conditions that are not ascertainable, the actual results achieved during
the forecast period will vary from the Remaining Applicants’ Forecast, even if the
assumptions materialize, and such variation may be material. There is no representation,
warranty or other assurance that any of the estimates, forecasts or projections will be
realized.

Overview:

The Remaining Applicants’ Forecast reflects cash flows from the Remaining Applicants’
operations including transfers to and from the mill at Footner. The Remaining Applicants
with the assistance of the Monitor have prepared the Remaining Applicants’ Forecast
based primarily on their current business plan and historical results. Receipts and
disbursements are denominated in both Canadian and US dollars; however, the
consolidated cash flow is presented in U.S. dollars. Canadian dollars are converted to US
dollars at the exchange rate of CDN$1.02 = US$1.00.

Pursuant to the Purchase and Sale Agreement (the “PSA”), as of May 26, 2010 Grant has
closed the transaction with Georgia-Pacific, which has acquired three of Grant’s mills,
specifically, the Englehart Mill, the Allendale Mill and the Clarendon Mill. Pursuant to
the closing, Georgia-Pacific is entitled to all trade receipts from OSB and fibre sales. The
Remaining Applicants’ Forecast assumes that the Timmins Mill and the Footner Mill will
continue to remain idle during the forecast period.

Assumptions:

1) Opening Balance:
This is the anticipated opening cash balance of the Remaining Applicants at the
commencement of the stay extension period and includes funds held in Canadian
dollars and U.S. dollars that were converted into U.S. dollars at the exchange rate
noted above.
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2)

3)

4)

3)

6)

7)

8)

GST/HST Refunds:

Grant projects GST/HST refunds based on input tax credits during the forecast
period. The Remaining Applicants® Forecast no longer reflects GST remittances on
OSB and fibre sales pursuant to the closing of the transaction with Georgia Pacific.

Other Receipts:

Other Receipts include i) estimated vendor refunds, ii) funding from Georgia-
Pacific for a payment related to one employee under the Key Employee Retention
Plan (the “KERP”) as prescribed in the PSA, iii) sales tax refund related to
previous years for the Allendale mill. This refund is an excluded asset from the
transaction with Georgia Pacific and iv) miscellaneous receipts such as rental
income. Pursuant to the PSA, Grant will transfer to Georgia-Pacific an insurance
premium refund once it is received by Grant, resulting in nil net cash impact to
Remaining Applicants’ Forecast.

Sale of Assets:

The Remaining Applicants’ Forecast does not reflect any net proceeds from the sale
of the Remaining Applicants’ remaining assets in this projection period due to the
uncertainty in the quantum and timing of such receipts. Further, this line item also
excludes the release of funds held in escrow or in trust with the Monitor due to the
uncertainty in timing of when the relevant conditions related to the escrows are met
and the timing of their release.

Payroll:

Payroll represents salaries, benefits and retention payments, including deductions
for all employees and contractors, and is forecast based on current run rates.
Contractors and employees are paid bi-weekly through direct deposits. The payment
of approximately $2.3 million projected in the week of June 27, 2010 primarily
includes retention payments to employees pursuant to the Court Order dated March
30, 2010. The payment of approximately $1.2 million in the week of August 1,
2010 primarily relates to the Court approved KERP payment to Mr. Peter Lynch.

Other Payables:

Other payables represent accounts payable related to production expenditures at the
Englehart mill prior to the closing of the transaction with Georgia-Pacific and a.
prepayment to a vendor.

SG&A:
SG&A represents costs for insurance, rent, property tax, repairs and maintenance,

office supplies and travel.
Restructuring Costs:

Restructuring costs include costs related to the Remaining Applicants’ advisors and
their counsel and the Monitor and its counsel.
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9) Bank Charges:
This line item includes agency fees to the first lien lenders.

10) Foreign Exchange Impact:
Foreign Exchange Impact represents the difference in the exchange rate between the
opening cash balance in which Canadian dollars are converted to U.S. dollars at the
actual exchange rate of CDN$1.027 = US$1.00 as at the beginning of the forecast
period and the Remaining Applicants’ Forecast exchange rate of CDN$1.02 =
US$1.00.

11) Intercompany Transfers:
Represents inter-company funding between the Remaining Applicants and a related
company. During the projection period, it is currently projected that such related
company will require approximately $1.2 million in funding from the Remaining
Applicants.

12) Transfer to Georgia-Pacific:
Pursuant to the PSA, Grant will repay Georgia-Pacific all post-closing trade receipts
from OSB and fibre sales, and the insurance premium refund as described in Note 3
once such refund is received.

13) Restricted Cash:
At the beginning of the forecast period Restricted Cash represents approximately
$412,000 of restricted cash held as a reserve for certain letters of credit issued by
the Remaining Applicants. The restricted cash amount will be released as the term
deposits mature.
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IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, RS.C. 1985, c. C-36, AS
AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF GRANT FOREST
PRODUCTS INC., GRANT FOREST PRODUCTS SALES INC., GRANT ALBERTA INC.,

GRANT U.S. HOLDINGS GP, SOUTHEAST PROPERTIES LLC, GRANT CLARENDON LP, GRANT
ALLENDALE LP, GRANT US SALES INC., GRANT NEWCO LLC, AND GRANT EXCLUDED GP
("Applicants”) and

THE TORONTO-DOMINION BANIK, in its capacity as agent for secured lenders holding first lien security
and THE BANK OF NEW YORK MELLON, in its capacity as agent for secured lenders holding second lien
security ("Respondents”)

Court File No. CV-09-824700CL

5686066 v1

ONTARIO
SUPERIOR COURT OF JUSTICE
Proceeding commenced at Toronto

FIFTEENTH REPORT OF THE MONITOR,
ERNST & YOUNG INC.

STIKEMAN ELLIOTT LLP
Barristers & Solicitors

5300 Commerce Court West
199 Bay Street

Toronto, Canada M5L 1B9

Sean Dunphy LSUC # 24941]

Tel: (416) 869-5662

Daniel S. Murdoch LSUC#:53123L
Tel: (416) 869-5529

Fax: (416) 947-0866

Lawyers for the Monitor, Ernst & Young Inc.



