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Cotrt ‘Fﬂ'e No. 09-8247-00CL

ONTARIO
| SUPERTOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE - MATTER OF THE COMANZES’ CREDITORS
ARRANGEMENT ACT; R.S.€. 1985, ¢, C-36, AS AMENDED

AND IN THE MATYTER OF A PLAN.OF COMPROMISE OR
ARRANGEMENT OF GRANY FOREST PRODUCTS.INC.,
GRANT ALBERTA INC., GRANT FOREST PRODUCTS
SALES -INC. -and GRANT US. HOLDINGS GP (the
" Applicants")

AFFIDAVIT OF PETER J. GRANT. SR.
(Sworn September 8,.2009)

I, Peter J. Grant Sy, of the City of Temiskaming Shores, in the Province of Ontario,

. businessman, MAKE OATH AND SAY:

1. I am the Chaitman and Chief Executive Officer of the applicant Grant Forest Products
Inc. ("GFPI"). As such, I have personsl knowledge of the matters to v;fhich I hereinafter depose.
‘Where matters are not based on my personal knowledge, I have stated the source of my

information and in all such cases verily believe it to be true:

" BACKGROUND

2. My family has been in the lwmnber ‘business in Ontario For several generations, going back
to the 1880s. I founded the predecessor to GFPI in 1980, and took the company into the oriented
strand board ("OSB") market with the opening of the company's fitst OSB mill in Englehart,

Ontario in 1981, OSB is an alternative to plywood end is commeonly used in residential




-

construction. - The company grew to become one of the three largest OSB- producers in Notth

America,

3. T (and a Grant fandily trust known as Twin Lakes Trust) aresthe ultimate shatehiolders of

GFPL

4. | . Background information in respect of GFPI and affiliated companies is set out in the
affidavit of Peter Lynch,-the Exeeutive Vice-President and Sectetary of GFPI, sworn June 22,
2609 and fited on the application for an initial order-in. this proceeding. I have reviewed that
'afﬁd.aﬁt in respect of this.motion. For the-sake of efficiency, I do not propose to repeat what is
stated m that affidavit concetning;the cotporate background-and structure, although I should ﬁo’c

necesgarily be taken to adopt everything stated in that affidavit.

MY RECENT EFFORTS TO ASSIST GFPI FINANCIALLY

5. As GFPI's financial performance began to come down from 2004 historic highs in the
OSB market (and particularly after GFPI and affiliates incurred significant bank debt to eonstruct
the two new South Carolina OSB mills), I became directly fnvolved in steps to assist GFPI's

cash-flow,

6. In July 2004, I cansed 1308406 Ontario Inc. ("1308406"), which is coritrolled by me, to

loan $40 million on an msecured basis to GFP], and in October 2004 I caused 1308406 to loan

GFPI a further $10 millton, again on an unsecured basis. These amounts have not been repaid.
On behalf of 1308:406, I have signed postponement and subordination agreements (subordinating
these lokns to the First Lien Credit Agreement and Second Lien Credit Agreement referenced in

M. Lynch's initial affidavit).
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7. Tn 2006 GEPI declared preferréd dividends in the amotnt of $6 million in favour of Grant

Forest Products Corp.; which Fcontrol. These dividends have not beer paid by GFPL

8. In order to provide further financial assistance to GFPI, ih June 2008 1 caused additional
funds id the amount of $25 million to be advanced to GFPL. 'This amount is'recorded in GFPI’s

accounts s a ‘capital contdbution,

9, Although I serve ag Chairman and CEQ of GFP], I have not received a salary from GFPI A

for many months.

10. I am informed by GFPI’s pension consultant, Roy Craik, and believe tﬁat an Executive
Retirement Plan established for my benefit by GFPI is undetfunded to the extent that it would
require - a contritution of approximat'ely $18 millio'r; for the Plan to provide me with the |
retirement income I was to receive under thet Plan at age 70. No contributions ha;ye been made

to the funding of that Plan for many months,
TAX REFUND PURCHASE AND SALE AGREEMENT

11. As GFPI's financial perforrﬁance dccﬁned in 2008, it was proposed that I might assist the

company's cash-flow by purchasing a porﬁoh of certain Canadian and Ongario tax refunds which

' GFPI expected to receive in 2008 and 2009,

12.  The concept v}as that 1 would pay US$20 million to GFPI in March 2008 to acquire a
portion qf GFPT's 2008 and 2009 tax refunds, with the purchased portions of the tax refinds
amounting to approximately US$10 million in each of 2008 and 2009. This would assist the
company with immediate cash-flow but ensure that I would ultimately receive the purchased

portions when the 2008 and 2009 tax refunds were paid by the government.

R i i Ta ST OO —
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13. The -arrangement was such that once GFP1 feceived fhe 2008 atid 2006 tax refomds fom -
the government, it would be. obliged to hold the portions of the refinds which I had purchesed

(approximately US $10 million each year) in trust for me and then pay them out to me-or as I

_ directed.

4. The amangement was principally devised and structured by Mr, Lynch anid Ross Walker,
a'solicitor arid pattner of Fraser Milner Casgrain, which firm prepared the Agreement referted to

below in paragraph 16.

15. The Board of Directors of GFPI approved the tax refund- purchase arrangement at 2
directors meefing held on March 27, 2008. Attached as Exhibit "A" is a copy of the minutes of
the directors mebting of March 27, 2008, together with the Schedule "A" thereto which outlines

the transaction approved by the Board,

16.  The Tax Refund Purchase and Sale Agreement (the "Agreement") was signed by me and

GEPI effective March 31, 2008." A copy of the Agreement is attached: as Exhibit wg",

17. | The "2008 Closing" as defined in the Agreement took place on Mareh 31, 2008, At that
time 1 personally paid to GFPI‘ﬁS$10 wmillion to purchase the "Sold 2008 Refund" and paid a
further US$10 million to purchase the "Sold 2009 Refund", as defined under the Agreement.
The latter amount is .d.escribed as the "2009 Purchase Price Deposit" under the Agreement. In
exchange, I received a transfer acknowledgment and partial dischatges from the Pirst and Second
Lien Lenders in respect of the Sold 2008 Refund, copies of which are attached hercto as

Exhibits "C" and "D".

B e ettt - o= -
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18.  The Lien Lending Agents in tespect of the Pifst and Second Lien Credit- Agrooments
knew of-and approved of the Agreement, and provided the partial dischatges in respect of the.

Sold 2008 Refund thereurider.

19,  Later in 2008, after. GFPI received ity 2008 tax refond from thie Canada Revenue Agency,

1 received fiom GFPI approximately US$10 million in respect of my purchase of the Sold 2008

Refimd.

20.  The "2009 Closing" was to ocour en January 2, 2009, as specified in the Agreement. I

was not obliged to pmvidé anyﬂ:\ing' at the 2009 Closing as I had already paid the US$10 million

purchase price in March 2008, and exchange rate edjustments meant ‘that & sroall additional

_amount was {0 be paid to me by way of an adjustment under the Agreement. GFPI was to

deliver a transfer acknowledgment and partial discharges of security from the First and Second

Lien Lenders in relation to the 2009 Closing.

21.  GFPI delivered neither of these documents on January 2, ZOOQ, nor at any time thereafter.
I understand from Mr. Lynch that the Lien Lenders indicated informally that they would not
appreve providing the partial discharges, and GFP]I thereafier took the positior; that it would not
provide the transfer acknowledgment (although the consent of the Liem Lenders is in 50 ﬁuy a
necessary condition pnder the Agreement), According to a recent email received by my counsel
from Mr. Lynch c;n June 19, 2009 (a copy of which is attached as Exhibit "E"), GFPI made no
wrif:?an demand of the Lien Lenders to provide the partial discharges in respect of the Sold 2009

Refund. Idid not agree with or consent to this,

22, M. Lynch sent 2 letter to me on January 15, 2009 in respect of the Sold 2009 Refund, A

copy is attached as Exhibit "F".
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23, - GFPLnow takes fhe. position that it will not geliver the trensfer acknowledgment, and
(subject only to this moﬂo.n) interids not to hold in.trust or pay to me or 8s ['may. dufect the Sold

. 2009 Refund when it receives its tax refunds.in 2009, or thereafier.

94,  Mr, Lynch acknowledged in his Jume 22, 2009 affidavit, ,'refefenoed :above, " that the

company ig in default to me urider the Agreement.

25.  Through my counsel'; I have wtitten to GFPI demending the delivery of the tramsfer
acknowledgement and completion of the transaction in respect of the Sold 2009 Refund. A copy

of my counsel's letter. to Mr. Lynch, dated Jume 19, 2009, is attached and marked as

Exhibit "G".

26. The approéch that GFPI has taken is at odds with the purchase and sale transaction as
approved by the directors in 2008, and is in breach of the Agreement. 1 purchased an asset from
GFPY. This was not a loan or capital injection. The Sold 2009 Refund, once received, should be

beld i trust for me and thereafter paid to me or as I may direct, by GFPL

95. 1 swear this affidavit in good faith in respect of certain issues arising in connection with

this proceeding, and for no improper purpose.

SWORN BEFORE ME at the City of
Temiskaming Shores, in the Province of

Y 0, this 8th day of September, 2009.
\\!\ [N LL\\ u&

O
AC ANSSIONER FOR OATHS

PETER J. GRANT SR.
in and for the Province of Ontario ’ '

e e e N N S N N N

Monique Marie Plonte. & Cormamissionet, elc.,

Pistrict of Timlskdming
forGran Forest Products Inc, and fta associated companes.

»Expires May 7. 2011,
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. This is Bxhibit "A" referred to in the

Affidavit of Peter J, Grant Sr.

Sworn before me this 8th
day of, eptember 2009

ASSN h\\s

A Co ss\oper for Talcmg Afﬁdawts

Monique Mari¢ Plante.a Commissioner, elc.,

District of Timiskaming

for Grant Forest Products Ine, and [ts associated companies.

Expires May 7, 2011
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BOARD OF DIRECTORS
GRANT FOREST PRODUCTS INC.

MTEETING ~ Fairmont Royal 'Y ork.Hot‘ei = Salow 3 ~19™ Bloor

- Miarch 27,2008
\ - - d s .
“Peter Grent-Sr. - ‘Director
Peter M. Lynelt -. Pirector
Per Brungs - Director
Mike Haris - " Dirgetor
Peter Grant:Jx. - Direotor
Bill Stinson - Direcfor
Jamie Wallace - Direotor
Eric Davis - by invitation of the.Boazd
Monique Plante - by invitation of the Boerd
Sarah Crant - by-invitation of the Board
Andrew Grent - by invitation of the Board
ABSENT:
Bridgst Grant
FORMALIXIES

Peter Grant Sr. ag Chairman and CE.0. of the Corporation called the meeting to order bt
12:50 pm and acted as Chairuag of the meeting and Monique Plante soted as Secretary
of the meeting,

The minutes of the last meefing were distributed to all Directors, Per Brunes moved that
the mimutes of the last meeting dated Deoember 7, 2007 be appraved as submitted,
seconded by Jamie Wallace and unamimously carried. '

GFP INC, FINANCIAL REPORT

Bric Davis presented a financial report covering the following topics:

2007 Financiel Results

Agpproval of 2007 Audited Statements
Project Gator Update

YTD February Pinancial Results
Projected 2008 Results

Debt and Liquidity

Projected Cash Flow

Covenanfs

Sensitivities & Risk

888888888

......
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7007 Fall Year Finaucial Resulis

Exeltding Allendsle, YD Decarmbbs salss volume oame i at 1,199, 1 million: 6qR-3/8
just glghtly off bidget tut vell off frord pior yearby 363.5° miflion sqft 3/8.duete the,
contirited shutdown of the Fimpuins gperation and & two week Deceritber closure in
Footder, YTD operating income came in at 4 loss of $4.6 million or $3.4 million less
fhiam the Noverber forecast. This difference was cansed by the lower-volume and
{ower selling price than otiginally farecasted plus some higher maintenance at Bnglehart
and shutdown. costs at Footner, SG&A was ‘higher then the forecast by $3.3 million
shaiity due'te year.end and tax related adjastments, This restited M2 negative EBITDA
of $53.3 iillion, Interest expense for the full year came i at $45,4 million or $6.9
million Higher than foracasted due to lower cash balatices asid thelower interest rate on
the ash. - Due to the strength in the Canadian dotlar we have a favorable foreign
exohange gain on ournet US$ dobt YT of Cdn$63.4 milliote., (This is a non cash fters
and will change both positive and negatively with the movement in the Canadian dollar to
the U4 dollar, Por example our YTD October gaih was 385.4.million) This resulted in
et income coming in at & loss YTD of $35.5 million as compered to the forecasted loss
of $46.2 million, . , '

Eric also stated that as of December 31/07 the company had debt of US$562 willion and *

cash 6f USS75 million for @ net debt position of US$487 million. Bric also stated thiat as
of December 31, 2007 GFPI was well within. their covenant requirements, with.genior
debt to cap at 32% (requirement at or below 55%), total debt to cap &t 47% (requirernent
at 60% or-less), intezest coverage is waived until March 2009 due to the PIK on the
second loan, equity carme in at Cdn$522 miflion. (requirement at or highier then Cdu$375)
and liquidity at Cdn$74 million:(requirement af or sbove Cdn$70 million). Bric alsa
stated that the cash was all invested in short term deposits averagingareturn of
spptoximately 3.5%. ' ,

The coumpany had increased its cash position from US$24.8 million as ‘of December 31,
2006 to US$7S million as of Decembert 31, 2007 for e net increase of US$50.2 milfion,
Trring the 2007 year the corupany had increased its loans by (U8$272.9 million fora et
usage of US$222.7 miltion ($272.9 minns $50.2). The areas of usage are as foltows:

06 tax payment of $2 million
Operation losses §39.9 million
SG&A $43.7

Capital expenditures $150.4 (US operations §145 and Ceanada of $5)
Intorest paymepts $25.8 .
Financing fee $6.7

Swing line payment $1.3

8388888

i

The company had furthet inflows of $16.6 million from tax vefunds-end $30.5 million
from working capitel.

* Anupdate on the South Caroling expansion was provided. Bric stated that for the period
from MNovember 1, 2007 to December 31, 2007, Allendale bad spent US$5 million with
USE6.5 million remaining end in Clarendon we had spent USSS3 milion with US$20.8
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miillion remaining. Both projects were on target 10, hit thieir rovised budgets of U3 $28(').
million each. Allendale hiad acournulated staitup 1osges of $38. 3 million and startipg i
January 2008 would be amortized over 8.3 year period. -Clarendon had smr_tup.losses of
$9.0. million and bad yet to begin amortization, Due to changes in socouitg standards
all startap losses that remeined as 6f January 2009 would have to be expensed-and any
futire startup losses would have to be expenséd fo the period incutred.

O moticn duly madé by Bill Stinson, end seconded by Péter Lynch and wpanimiously

- eegried, itwas resolved that the apoual report of the Cotporation intluding the financial

statesmenta for fhe period ending Decomber. 31, 2007 and: the report of the auditors

" thereon and related %cparts submitted: b the meeting by: Erc Davis; CFO be aid the same

are herebryapproved and that auy director be atid he is herobry authorized to evidence the

" approval of the Board by signing the said report at the foot of the balance sheet and the

amnmal repott be submitted:to. the sharsholdeér of the Corporation forepproval,

YTD 2008 Financial Results

 Ineluding Allendale; YD February sales volume cetne:in at 273 tillion: s4fo3/8 or 14:9

.B3/8 better-than budget and higher than prior year by 38 million s¢ft 3/8 due to-the
ligher volnme from the Allendsle operation. Y'TD operating income came in at a loss of
843 willionor $2.7-million less thars badget. This difference was caused by a much
lower selling price then budget ($113.55 vs. $126.30), 6ffset by the higher volume.
SG&:A was slightly Jower than budget (54.6 vs. $4.7), Tnterest expense came in right on
budget at $$3.8 million, Due to the strength in the Canadian dollar we have a favorable
foreign exchange gain on cutnet USS debt YTD of Cda$3.6 willion. This is & non cash
item and will change both positive and negatively- with the movement in the Canadian
doliar to the US dollar. This resulted in net income coming in at a logs Y'TD of$17.5
million as compared to.the budgeted Joss of $17.9 million.

For the fall. year forecast as compared t6 the December 2008 budget volume will remaain
the same at 1,672 M3/8, However revenne has been lowered due-to the lower selling
ptice. Oucrevised FY mill ngts have been lowered by $14 M3/8 to $128 or-§10 lower
than prior year. The drop.in revenue of $23 million was. offset by favorable variable costs
due to better wood utilization and lower resin costs and usage. Fixed costs are expected to
De in line with the previous budget at §77.1 million. The lower revenue slightly offset by
the expected lower variable cost Hiag causedus to lower the operating profit-from $16.7
milfion to-$9:9 million for areduction of $6.8 million, hawever this is $44.1 million
Yetter than prior year.

SG&A has been further reduced by $1.3 million to $27.1 millien due to fucther staff
reductions. BBITDA is forecasted to come in at & logs of $24 million for en Increase lose
of $12.4 million due to the above items. '

Interest expense has been revised to reflect the current borrowing rates-and is now
forecasted to be $59,8 million or $4.8 million higher than the previousbudget due to a
lower expected cash poaltion, ‘We are forecasting the Canadian dollar to average par with
the US$ resulting in an unfavorable exchange loss on our net debt position. This is & non
cash item and will change both positive and negatively with the rnevement in the

" Canadisn dollar to the US dollar.
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An ypdate on-the Sotth Earolina emanman wae provided. Brje Davis-stated-that for the
period from January 1, 2008 fo February 29, 2008, Allendale had sperit US$1 milion

“ith'US$5.2 million romaindng axd i Clarendon we bad spent US$6 xuillion with

US515.2 million remsaining. Both projects weze on tirgot to.hit their revised budgets of
1S%$280 millicn each. _ .

Bric Devis stated thint as of Febrasry 29/08 the company had Debt-of US$567 million
and cash of US$33 million for a net Debt position 6f US$534 wifllion. - Bri¢ alse stated
that s of February 29th, 2008 vith fhe exception of Liquidity we were well within our
covenant reqiritements, ‘with senjor debt to cap av34% (requirement at ox below-53%),

“Total debt to-cap at 49% (requirement at 60% or less), interest coverage is waived wetil

March 09, equity came in at Cdn$490 million (requirement at or hipher than Cdn$375)
and Liquidity at Cdn$33 million (requirement at or sbove Cdn$60 million). Erie alse

. showed that the cash was all invested in short terin deposits averaging a return of 3.5%.

YTD February the comparny had decreased its cash position by-$41.8 miflion. Cash was
uged as-follows: : . -

Operating losses of $5.4 millfon
SG&A of$4.6 .

Capital of §7.4 '

Interest payments $5.3

Corp. $3.2 ) ,

Worldng Capital baild {F.G.meainly} of $15.9 million

888888

As ofthe end of Q1 the cotpany expects to have an increase of-eash by §7 million
growing from $33 million to $4C million, This is mainly dus to receiving e tax refund in
March of $3.6 million. - However we would stifl be shott of the iquidity covenant by $20
yaillion; ($40 vs. $60). .

Eric Davis showed that based on the assiumptions that were presented to the board the
liquidity covenant would be missed in Q1 and Q2 and would be within $5.5 willion in Q3
and on side in Q4 as the expected tax refutuds are revetved. It was proposed that the
company sell $20 million of its expected tox refimd ($10 million for 08 and $10 willion
for 09). The $20 million would be received in Q1 which-would put the cash position at
the-end of Q1 at $60 million right at'the lquidity requirements.

It was furthes shown that based o the'2008 and 2009 assumptions and the sensitivity
impact on EBITDA that the company would require at Jeast another $50 million te ensure
covenant complience through 1o the end of 2009. It was agreed that the company wounld
a5 & first step, sell the $20 million of expeoted tax refimd fn Q1 with manpagement
continuing to source alternative financing and sources of fimds and report back to the
board with an update in. 45 days.

LE 2008 ) 2009 REFUND

~ Onmotion duly made by Peter Lynch, secanded by Bill Stinson and wnanimously carried

it was resolved as Tollows:




. asgist the Corporation by-putchasing

“WHERBAS the Corporation wishes to incresse its liquidity on Maceh 31,2008;
AND "WHERBAS Peter Grant 8r., 8 person related to-the Corporation,: has agreed to

 from: the Cotporation -certain of the Corporation’s
income tax refunds which the Corporation gkpects to receive in 2008, 2009 sud 2010 and

the Corporation wishes to sell sich tax refinds to Mt. Grant;
NOW-THEREFORE BE IT RESOLVED THAT:
The Co:paraﬁdn. is.hereby suthorized to sell to Mr. Grant-of ta. such other putchaser o3

heoay ditect, the Sold 2008 Refund and the Sold-2009 Refund (both as defined by the
transaction snamary dated-March 27, 2008 (the “Summmeaty™) reviewed by the directoss, &

. copy of which is hercby directed to’ be attathed ms Schedile “A” to a copy of this

resotution in the Corpotation’s minmte bool);

The Corporation -is hereby aunthorized.to complete-the transactions refered to in- the
Sarmmery stbstaotially in accordance with the provisions of the. Summary, subject to amy
changes thereto to which auy officer of the Corperation may agree;

The Cprporation s herehy authorized: to-execute and’ déliver ah agremment of parchess
and sale between the Corporation ind Mr. Grant with respoct to such transactions, such

-apreement of purchase snd sele to be in a-form satisfactory to au officer of the -

Corporation; »

The Corporation s hercby muihorized to exscufs and dsliver to the purchaser the
following documents with respect to the transaétion:

w 4 trangfer by the Corporation 1o the purchaser of the Sold 2008 Refind on March
31, 2008 ot the closing af such sale; and

w A transfer by the Corporation to the purchaser of the Sold 2009 Refund in 2009 at
the closing of the sale;

Eagh of the agreements or other docwments referred to in this resofution shall be in a form
approved by any officer of the Corporation and the execution by an officer of the
Corpotation of such agreernent or other document shall be conclusive evidence of such
officer’s approval of the faru of wneh agretment ot other docuimend; * :

Bach of the officers of the Corporation is hereby authotized for and op. behalf of the
Corporation to exectfe alone and to deliver to the purchaser each of the documents
referred to inthis resolution and all such other agrecments, instriments end documents as
may be necessary or desirable to give effect to this resolition or to complete the
trensactions referred to in the Sumroary; and T C

Rach of the officers of the Corparation is hereby anthorized to do all such otber acts and
fitings as may be necessary or desirable to give cffeet to this resolution or in connection
with the performance by the Corporation of its oblgstions pursuant to emy of the
documents Teferted to in this resohtion.”
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PEER GROUR.CASHELOW
A peer group surmmary (Adnsworth; Norbord, LF) was pt;ése_nied by Beio Davis

0SB, GRONIP,~ presentéd by Poter Grant .

oo . Stratepio Foous for 2008 (recap froto Dectrbet ineeting)

o Continuedicost redustion and cash gongeryation efforts to reflect opgoing

dovmmarket and pradtiction dovnsizdng
o Contimed-focas oo Allendaleproductivity and cost
o Clarendonmill constriotion and start-op (fiming nder review)

o Take advantage ofspecialty snd value-added product epporhrmitiey to

énhance margin :
o Continve opetational mitiatives to support-above
Pedformepee Revitw

[s#)
o Muarket Overview . .

oo 2008 Actions to Date & Game-Flan

0. Strategy Review: « - -

o' Major-Cost-& Margin Improveraent Activities

Fhe results of the meeting of the Complience Committee held carfier that day were

reported to the directors, Thet included a report-on the MOE charges rélating to the
“Thumins facility emissions from September 2005 to September 2006. Xt was confirmed

that fhere were no othier compliance issues since the last meeting of the Board of
directors. - ‘

AYNSWORTY - Peter Lynch

A genarat discussion was held regarding the Aitisworth sithation éndin perticular’ the
potential position of Ainsworth with respeotto the warldng capitdl requirernents for the

Footner MilL -

OSB.CLASS ACTION

Peter Lynch gave an update 0n the 0SB Class Action.

NEW BUSINESS

There was no new business

June 12 & 13, 2008 - Toronﬁ - Royul York Hotel with Senior Maragers

October 9, 2008 — Toronto — Royat York Hotel
Deceniber 4 & 5, 2008 — Royal York Hotel with Senior Managers
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N Tt was moved by Per Brunes, seconded by Jamie Wéllace that ths xaceting be corictuded.
; B i CmﬁMw . * ’
a x - ‘
% The meeting adjourned at 4;30 pro.
i
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SUMMARY OF THE SALEBY GRANT FOREST PR@DUCT SINC.TO PETER

- 1 . GRANT SR OFINCOME TAX REFUNDS BXPECTED TO BE RECEIVED BY

Objective:

—

P

GRANTFOREST PRODUCTS INC. IN 2008, 2009 AND 2010 FOR A, TOTAL SALE
PRICE OF THE CANADIAN DOLLAR BEQUIVALENT OF US-$20 MILLION -

“Mech 2772008
SUMMARY OFEROPOSED SALE

To. lmgrave GFPI’s lignidity and:to continue to comply with. its
liquidity -covenants under the. first. Hen credit- agrepinent (Sectmn
9,02(3)) and tlie second litn credit sgtestnent (Section 9.02(D).

Refuinds wnder the Tncone Tax-dct prthe Corparationy Focdct in an
estimated: amounnt:

In excpss'of Ednt $45 wmillion, expested to be redeived by GFPE fiom
Septémbar 1,-2008-to Marth-31, 2009 ‘due to the overp&ymmt of
2005-2006 tax {the 2008 Tax' Re'ﬁmd"}, and

In excess of Cdn-$15 inillion; expetted to.be received by GFRI from.

September 1, 2009 to March 31, 2010 due to overpaymunt of 2006
tax (the “2009 Teax Retﬁmd")

Convert GFPI‘s tax refund clmms 0. cash- of GFPI before the tax
refo.mds areraceived by GFPI by the following steps:

GFPI gells to a purchaser (the '.'Pu:‘chaser") related tor GFPY, GFPY's
intérosts fi that amovaot of the 2008 Tax Refund and that amovint of
the 2009 Fax: Refund which togethér have, when sold, 4 faly market
vélue equivaledtio the Canadian dollar eqiivelent of US $20 million
for: a'total .sale price-of the Cahadlan doller equivalent of US $20
mi]lic‘m ag follows:

On-March:31, 2008, stle of that portion ofithe 2008 Tax Refipd (the
"Sold 2008 Refund"), the present velue of which ox March 31, 2008
is the Camadlan dollar equivalent of US $10 million (based on =
discount rate equivalent to 90-day LIBOR-on March 31, 2008) for
the sale price of the Cemedian dollar equivalent of US $10 wmillion
paid in cagh to GFPI on.March 31, 2008; and

. Bni; ammyz 2009, sule of that poition ofthe 2009 Taz Refund (the

"Sold 2009 Refund™), the present value of which on Jamuery-2, 2009
ig the Canadian dollar equivalent on Jenuary 2, 2009 of US $10
millfon (based on.a discount rate equivalent to 90-day LIBOR. on

o gt e = e o—



(R paR ey EPR VL BRI e

¥ wigay é,'2&09); for the sele price of the Canadian doler-equivalent

of US- $10- milllon, .with the sstimated sale-price (based: on the
axtchynge Tate-dir effect on March 31, 2008) paid it cash to GFPY on
March:31, 2608, (i-e. estimsted- purchase. price prepaid but: with an
agreemetit to adjust prce or the egiount of the: Sold 2009 Refouid on

~Janmery. 2, 2009 to refleot exchange rate change bistween March 31,
2008 afi Janudry-2, 2009). . Theractusl sele procesds recelved by

GFPI are thé Cansdian dollar-equivalent as at Japnary 2, 2009 of U8
$10 mifllipn. ‘The:prepald porchase price fs notheld by GFFPI in trust

snd'nay beused by GFPL .
Purghaser would agree‘that it does-not acquire any right, title ot

. juterest # the Sold 2009 Refimd wirtil i receives the transfer thereof
- from GFPY on Jamuagy. 2, 2009. o

I£it is subsequently deterinined by CRA thet the purchase price paid
for the Stid 2008 Refind of thie piirchase pfice paid for'the Sold
2009 Refimd wag not falr market valus, the Purchaser end GFPI
shall, to the efitent not prohibited By the provisions of the first lied
oredit agreement or the:socond Hed credit agreoment; adjnst such
putchase prica or such refinds sothat each refimd 1s sold for a falr
mexket price.

Ieany ofithe Sold 2008 Refund is not received by the Purchaser by
March 31, 2609, to the extent not frohibited by-theprovisions of the

first Hemcredit agreement or the sgcond lien credit agrecment, the

purchase price thereof o the S01d-2008 Refund would be adjusted,
GFPI would, at its option, either réfund & pro rate amount of the
purchasg prico ta Purchaser without interest or deduction at a date
after March 31, 2009 specified by the Purchaser or ihdlude in the
Sold 2008 Refund en appliceble amount of GRPT's tax refunds to be
rocatved after March 31, 2010 andithe Purchaser wonld remit to
GFPI any of such unrecelved refund if it is received by the
Purchaser after such adjustment. -

If any ofithe Sold 2000 Refund is notrecsived by the Purchaser by - .-
March 34, 2010, to the extent not probibited by the provisions of the

. frat Henicredit agreement ot the sécond Hen credit agreement, the

puréhase price thereof or the Seld 2009 Refund would be adjusted;
GFPI would, at-its option, either refund a pro rets-amount of the
purchase price to Purchaser without interest or deditction.at a date
after Magch 31, 2010 specified by:the Pyrchaser or include inthe
Sald 2009 Reéfumd an appliceble ataount of GFPI's unsold tax
refunds to berecelved after March 31, 2010 and the Purchaser
would remit to GFPI any of such unreceived refund if it is received
by the Purchaser after such adjustment. '




[NTD: US $10 rmmdn sa!eprooeedﬁrcclﬁvedhy GFPI frowm stla of
~refdads in onch of:2008 aid 2009 at fuir merket value to comply
with the titrdtations on Dispositions pursuant to Settion 9.04(1)(e) of
“the first lign exedit pgreement and Section 9.04(1)(c) of the setond
Mem eredit apreemeft.]

* GEPEwould: not. s&ll: to‘.'Purehnser&ny:-interest- payable by CRA 10

GFPLwith respect to the 2008 Tax Refind or the 2009 Tax Refund.

The Burchaser would paLy ‘ncoms tak on' it gdin, from the poxchased
refnds (based.on the diffetence between the asount of the refiinds
it reuewcs and the amount'it paid to buy them).

Bach of appliceble” First Lien Agsnt and Second Lien Agent
provides Pundhaser with a ‘partisd discharge’ of its security to
Jischarge-each of the Scld 2008 Refingd. and the Sold-2009 Refimd
(collestively, the "Sold Refunds") from such security (and-to releass
any interosttherein) whei the applickble transfers are delivered,

[NTD: See Section 10.04 of fitst lien credit dgreement end Section
10.04 of second lien eredit agrasment.]

GFFI'may, aftor delivery to the Puréheser of the wansfer of the Sold
2008 ‘Refiind, diyect CRA emd the:Minister of Pinsnoce to pay ths
Sold 2608 Refund to the Purchaser 4nd may, after the delivery to the-
Purchaser’of the-transfer of the Seld 2009 Refind, divect CRA and
the MNinigter of Finemce to pay ‘the Sold 2009 Refond to the-
Purchaser,

. GFPI would agree to hold in trust for Purchaser, keep segregated

and pay to Purchaser any amount of the Sold Refunds raceived by
GFRL

GFPY-would not gtant Parchaser any seourity for GFPTs obligations
to Purchaser with respeot to-the Sold Refundy dnd ‘would not pay any
infereést o the prepaid sale price for-the Soid 2009 Refund orany fee
related to the refund salcs

Agreoment between GFPI and Purchaser 1e sales of Sold Refimds.
Transfer by GFPI to Putchaser of Sold 2008 Refind,
Partial discharge by First Lien Agent of the Sold 2008 Refind from

- sepurity.




JR—————— ]

Pastisl Gléchirge by Second Licn Agent of the Sold 2008 Refond
* from seurity.

Appmval of indapéndent commilttes of GFPl'sboard of dizectors.

[N112: Seo Settions 9.04 (15) of flist-and second lien credit
agredments.]

Tramsfor by GFPLtoPurohaser ofﬂae So1d:2009 Refarid.

“Partidl’ disaharge by Pixst Lien Ageut 6f:501d-2009 Refind.

Partjal ‘dschatgs by Second Lien. Agent of Soid 2009 Refund.




TAB B
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* Thisis Bxhibit "B" referred to ini the
Affidavit of Peter J. Grany; Sr.
- Sworn before me this 8th
day of September, 2009

N\

A Cosumidsioner for Taking Affidavits’

Momque Marle Plant¢. a Commxsatoner, ctc.,

Digtriétt of Titiskaming

for Grinu Forest Products Inc. and jts nsnoc%d companiti: e .
Expires May 7,200,
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CRETWRENS,

DrafyMerch ;2008

X T FURGHAST AND SALE AGRTTMIENT
THIS ACRELMENT is dated ag'of the 311 day bf March, 2008,

1

PR GRANTER,

. .
« tn emmorm 9 STt b § BB G 48 S o e W bel £ AT ATe (o Sm e fmeme @O neSiatAn N VeY Tire ¥ SHe ® semrgimses ae

(herei,na.ftér.refbrredjgu-as the “Purchaser™}
-and - '

ERANTFORESE PRODUCES INC,; 8 ooxporstion
Isootporsted undér thelawe of the Provinos of Ontérla |

{hetelngfter refared 4o ag the “Vendor”)
: WHEkIBAS‘ the Veridar expsots-to stective-tefimdsamdet the Jcome Tew Aot and under

. the.Caorperdtions Tex Act and wishes 10-85]] patts of such sifunds to the Puihaser (in the case of

thTnconte: Tos Avt, a8 permitied by ssetion 220(6) of ths Tnooma Taz defy i otder to improve

the Vendor's Tiquidity;

AND WHIRIEAS .the Perchser is relaisd o the Vendor snd wishes to uselst it to° -
improve {te Hauidity )

NOW THEREFORE. this Agroament winsssos that dn conslderstion of the . rawtual
coyenants- contefned hevefu and for other good and valusblp considesaiion, the seceipt and
- sutfiolenoy of wisioh ero acknowledged by edch party to the other,.the parties hereto agroe ad

- follows:

ARTICLE1 -~
INTERPRETATION

. Boctlon 101  Deflnitiony

n this Agreetusrt

“Agresinent” means this to tefnd pucchaseand sale agreement;

“Hooks and .I_Ioeorda" means all the Voudors books, reoords, dats and
{eformationvelating fo any or all.of the Purchased Assets; .

“Bughess- Dey!! meats o day othey than & Séim‘duy,'ﬁu;;day or eny other day on

whih the principal Camadian dhastated banks locatedin the City of Toronto are not open for the

-trausastion of dotmeatic busihess during narmel basiking houts;

o
Ch i m et } e dBBedt b w S B M A g WS WD w5 ODC0 o O
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. o0, pe-atnerided

T a.-.-...-SI!omntmDem!nlou"Bplﬂc,-as-Cmadim—ConameAgem,-:tomnto Dotninion {Taxns)LIG A8« wwe oo s

=

-“Corpovations Fad A means the Corporations Tox At (Ontorio), R.3.0. 1990,

GERAM.siteans anads Revenus Agousyy I ,
. wiisopynt Rets® b iy, day means ho vato which s eqitvateit to the 60-Da7

‘Wﬂnmcq.ZMian” mcans -t -Optazie’ Minister. of Finance “or-his or e

+ SUbCAYSOL]

wplest Lidn Auyonts® means TheTotouto-Domindon ‘Benl and Torents Dontinion
(Texae) LLC, o8 agents posuant 1t the First Llen Credit Agfomnest, )

_ “Fiirst Len Credlc Agrovment” megnd fhowcaedit agteomont dated as of Outober
26,2005 -avaong the Vendor,: Graut {E8, Holdings (P (fpimerly Grox U.S. Holdings LEP),
Grant- Porest Produotd Siales ‘Tno, Graot. Alborts- Ing,, Southeust Propetties L0 (Formely
 Southeast Popestion Ino), Gréat Aflendale L (fgmely. Grant Alleideso.Irio,), Grant Ghaendon.
L1 (formerly Grest Clarendots -qu.i-{, ‘I'hg"-’l‘omntduDominion-Bank as Canadian Admbdstiative
Agantt, Toropts Dogitnlon (Tdxt) - 'YC, s (18, Administiative Agont, ad. fhe lenders refaed
to thetalt (88 amsnded, hper iaiia, to:inalido Grat US ‘Salen Tne, a9 & goatwntor) (63 the same -
pny b firter ansercded, rostebsd, anpplamentad or zeplaoed Hom tme to time)

“Hcome Tox Aof* means, colleatively, the Income Tax Act, ReS.C. 1985, Sth
‘Supplement, the Tncome Tax Application Rules, R.8.C. 19855k Supplesyont, and the fncome
Tax Regulations, meao!toasong~mend¢d: .

< “9¢Day LIBO Rate” on &rxy-duy*meanis-"’the Inteyest teio expa-es'aad a8 o
eroantags rate per your oalouteted- on the- basle of & 368:day yor squivalent -ty tho raté for

. pere
deposits in U3, doligsdn the London,: Englatd nterbank macket fir a potiod of:90 days which

appears on the “LIBOROI Paps” of the Renters Mooy Rate Service (or any sucoessor 80Uros

feom time to thse for seeh xels) as of 11:00 ata Eondon, ‘Bugland time) on the geoond Euro
business day preceding such diy; - .

. _r“Post-2003 Income Tax Refunds* moans the Vendoi*s incone tax voftids ta.bs -
recejved by the Vendor affef March 31, 2010; ¥ .

“Purchased Avsef<” meang fha Sold 2008 Refitad and the o1& 2009 Refund:

o “gocond Nion Agents® means The Totonto-Dentision Bank.and Toranto
Dominion (Toxas) LLC, us dgotts pursuant {0 the Sscond Lien Cyedit Agreoment, ° .

: “glocond Lien Credit Agreement” means tho wodit agroement dated as of Match
21, 2007 smong Geant TS, Holdings GP (formetly Grant .8, Holdings. LLP), a8 berrowet, the
Vendar, Grent Forost Produbis Seles Jnci, Graut ATborta Ine., Southesst Propertles LLC
(Forpyerly Sontheest Propétties. Ie,), Grant Alléndale LP (formerly Grant Allendale Tno.), Crant i
Olarindon LP (formerly Granf Clarendon inc.) and Oranit US Sales Tuo., as gusrautoms, The .

+ To@o HMMREA




Administrative Agent and U8, éo'ﬂmeﬁ:Agent,- and fhis lendorsrefened to therdiis (o {ho -sesme
rugy- be amended, ;esta’cpd,-sqp_plén;mited or reptaoed from thme to ime);
) < agoyd 2008 Refagii means that pirt ol ﬁems-mk@aﬁ&, the prodent valus Bl
wHich; bezed onths Disoorint Rete i offset on Maroh 51,2008, i the Genadfian doliar equivalent
- o Mrptr31,2008 of:‘.UB 10 mittion; - _ .o -
~o00 2009 Refunid taoatd thet pat F1hve 2008 Tax Refnd, the present veluo of
whicti, baged on the- Sanount TKate in effect onJanuery % 2009, is-the Capadiax dollar equivaleht
on Jemiary 25 20090£U5 $10 iiHap ;
. 2008 Closing”.:n;eans -the clogdng of the purchase and sale of the Soid 2008
Rcfun'cf{bnlylm‘oh 31,2008; .
. 43009 Cléubng” mesnt the oloalhg of the purchnse and.sale of ehe Soid 2009
Refupnd on Janvmary 2, 20094 . ) .
2008 Prrelinsé Prles? meats the Canadia dollar equlvalont oo Warch 81, 2008
P US $10 million payeble by fhe Popthaser to the Vehdor on Matcli31,-2005 for the Suld 2008 -

%3009 Purchase Price” means the Cansdien dittar equivalent on. J aretyid, 20'?? o
ofUs §10 riifion payeble by-de Purchaserto the Vesdos forithe Sold 2009 Refuad; < [ 7 vV -~
§2,009 Proeshiage Price Depostt? moang the Canediasn dollar equivalent on-Mateh
31,2008 of US $10.milliak; R
. #2008 Tax Refund means-tho Vendor's tncome tax. veftind in exotss of §45
mikon which 4he Vendor expoots to yocaive during tHepariod from Sept=mber 1, 200810 March
3, 2009 with respaot to its Inogine taves paid 0 2005 024 2006; 80d . v

w009 Tax:Refwid” mequs the Vendor's Togome fax zefond in gxceas of $15
smillios which the Vendor expeats o reodtye Juilng the period fhom Sepleiber 1, 2009 0 Mazch
31,2010 withTospest {odts Igome taxes paldfer 2006,
 Seotion 1.02 Gunenoy. - . ‘ .

_ "+ All fefitences. in this .ﬂ.;gxeen}ent 1o monetf;ry amonnig; unlesy indioated to the
: omm;mtbcaaﬂﬂim&lmy. : oo

Suetion 103 Batire AgiSement Hnenimen - Walver

. This Agréerient gonstitutes the eitfio agroetnsing betwoen tho partles with respact
to 1ty subject matter, and stpergsdes apy- and all prior amnmmios,,negot!aﬂonq.-undarstan&ihgg :
ond agresments between the pacties, This Agrecient mey niot be: amended ot moditiéd in any

. respect expeph by writion agraensent stgned by the partles: No walver of any ofthemovisiens of
this Apreement:shell be :doeme,’d'w eonstitute a waiver of any other provision (whethor or ot

N .
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e e mmigiatzesntug- S Purohnsed Amsets ot-therriphsi-of the-Vendar-to-gell-sarerrrre < e s m

4

. adredtos); mor shadl sk walver sonsfitute & walver ot oontinuing walver -unless otherwise
exprassly provided o wziting doly exaonted by the-yaty o b bound thereby,
Section 104 . GoverplugLew ' )
"This. Agteament shall be governsd byoehd ‘songtyaed In apoondgnos, with-the laws
of the Peovirice ‘of Ontatlo, and this. fedavdl. laws o3 Cong & applicable therein eiroluding ey
contHo tf Jaw rule or prnclpls of such laws that might fofer such Inteupretation ot etiforfoament
to tho lawg of another fnjsdiciion), Each party Heratn trovocably submiis to the noasexslinsive
jarisdiction of the cowts of Onfazio With.vespect o mny.matter arlsing herounder of relating
hezeto, . . \

Seotion 1,05 -Singulas Plovel and Gender
. Words iwpoiting the shigular nolude fhe phutal wnd vios verss, amd words
- {mporting gende: noltds te mascyline, feminine and nevter gendets.
Section 1.06  Certain Werds
"I this Agreement, the words “Inoluding™ and “inoludes” mowng “Ingluding (or
{rctudes) without Brdtation®™ : : . .

" Rectonl1.07 Headigs . T . . o

.+ 'The headings cuntained in tt;is Agreement are Tor convanienoe of-merfsranéa ohly,.
at$ shallopt atfect the meaning or interpretation heresk, ' :

ARTICLE2 _
* . PURCHASE AND SALT OF PORCHASED ASYRTS
 Suotion2.01  Ageerment of Pugchase and Selo .
Stbject £y the privisloi of fhiy Agreoment, s Vendar heseby ngrees to sell,

assi%n pnd transfer to the Purchases, and the Purchaser oreby agrees to puchase from the
Yendor: . ;

‘@  the Sold 2008 Refund on Merch 31, 2008 end
(B * tho Sold 2009 Refind an Janmacy 2, 2009,
Seotion 2,02  Without Recourss end As Ts, Whiste Is

The Puschazer aelktowledges thattha Vendor Is selling the Purchased Assuts v the

_ Purobaser on & non<ebomse, “as Is, whege is” basis, o-zeprosoptation, watrarity or condltien is

expressod of oan be implied pursaet to- fhis Agtetment or ofhetwise a3 1o fitle, encumbyances,
deseription, ‘itness for puzpose, merchantability, condlition, avslgaability, collectability, quantily, .

ovistanding pmownt, valus ar quaBiy or in.espent of ey .other metier or thing whatsosver

)
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- Seoton3.04 hmbmlﬁsl,a. ‘
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ARTPICLE S
PURCHASE PRICE

m:-pumhaqe lo

)

g fof,"ﬂ‘nags_bl‘q.z,ﬂqa'_ Refund shalk bo-the 2008 Purchase Piice,
Reftndshall

"T'he PUTCHEES PHGG 10% tHo SOId SRd: z
thess putchase prloes shall be adfusted bn acoosdanes with: the provistons of this Agresmant,

Sectlon3.02 Payment of Purchase Price

Pl Pritchaser shall pay-fhe puichase prices to the Vandot by certified dheque,
Bl draft or wire transter of immedistsly avafisble finds to-an secount specified by the Vendor
ag foltows! . .

(@) " tho Purchiasor shall pay the 2008 Putchass Prlcs to the Vestdor on Maxdh 31,2008,

at‘t!:a 2008 Cloging; end '

()  the Prycheser shall pay the 2009 Purdhwes Prics Deposit fo e Vender oxr March

31,2008 at the 2008 Closing.
Sootton 3,03 Transfor Taxes .
The Putchaser sholl pay directly to the epproprlits texing sutharlty whion due, sy

appligable fedetal atid- provinelal sales and iranafer texes exigible in connagtion with the -

trapeaciions contemplated by the Agreement

¢

v dmamine . o ARUICLE4
. REERESENTATIONS AND WARRANTIES
Sestlon 4.0t Yendor's Hepresentations | '
The Vendor hersby repregermis md.wmmnnts 1o the Purchaser that:

@ e Vendorisa c:prparat'lon duly Incopporated ami. vilidly, subsisting vnder the
Tnws of the Jutlsdiotlon of its incogposation of amslgaination, as the case iy be;

¢ oand .

@ .- fhs Vencor Is not & hom-tesddant of Caneda within the meaning of Seotion 116-0f

e Income Tax Aek

‘
o

e oo wmaa et Warmatm S1m @ Hem wt A Pe{ere b e mh o dy pre B sl D GBI Y e P s mmme Sl A0 1ad b #8 Mt pus Gwind 4501 BT W0esame ot Mer Gy st bred coe b
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Trahall bo e 2009 PioRase Prics, "Lhe afnodft of -
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Sec'ﬁon's,or Putshasey’s. Avosss o Bock
movﬂdﬂ&h&ﬂm fiornial Sy g . u-uu TEREONna;

acoesn " &1l Béoks snd Records and allow the Pumlmset P tnakg wyies of il Lot ond -
Reogords,

Seoton:5:02 - anmmmmmmmmﬂm

“'The paties egroo; nomwmmndinaany sther providon ofthis Agrabment or any
other tight or purported right of the Pinphuser, that the Putchaser does-not acquire auy xight, tide.
or tudepest tit-the Sotd. 2000 Refund, aid the Vendor-does not self, asslgn o transfer any right,
titls or fntetest in the Sald 2000 Refund wil ths Vendar delivem to the thaser at the 2009
Closing, the h'amter fefbried to in Section. 7.04((1). :

Sﬁcti(m503 4 ..&,_,‘ B

" “Neithet the Sold 2008 Refrid tiot ths. Sold 2006 Refind dhisfl Inotuds exy fuferest
payable by ERA with xeupoot to such. rei‘und and the Vedor ehu!! be mﬂﬂed tu Teostve aad
retainany s such ibterest.. o

Swﬁmiﬂé 13!

gjmty mey, aftei delivary to the Purahasm' of the fransfor of the Sold 2008
Refond referred -to i Section 7.02(a), direct CRA, the Tinmnos Minlstay end eny athet
appropriste peradn to pay, the Scld 2008 Refond fo the Purchaser, Rither pesty may, afler the
 dellvery tg the Purobaser of the iransfer of the Sold 2009 Refund reforted t th Section 7.04(s), -
dw&nt CRA, the Financa Minister a1 any other ammpdmta person o pey ths Sold 2009 Refuynd -
to the Parchnser,

Sertion 505 Jold 2008 Refund Fleld in )

The Vendor shell hald I trugt for the Pumhasar, Imep sogtegated from goy oiler -
fands, socounts or asaety of the Vendor and pay fo the Purchaser sny mmowtt of the Sold 2008 -
Rm’.’u nd reostved by the Vehdo after the completion of the 2008 Closing. )

&eotian 5.06 - WMM&MM@M

. The Vendor shall hojd in tust for Purchhsey, keep soprogatad: ﬁom ary ofliey o
ibuds, acoptmite or assets of the Vendoy and pey 1o Putcheser any araotmt of eho Sold 2009
Ref‘und recdfved by tie Vendor -aﬂer fhe completion of the 2009 Closlug :

-

Y o,
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. . Section 507 Mo Setwnity, Tatersst or Fea

The Vendor .skall' not .grant to- the Puichesér any sesmyity’ for fhe Veudor's
olyligations ta Puschaser withi 1espect to-the Jold 2008 Reflwid: psthe Soid 2009 Refund and whnll
not pey to the Pulehiaser any iterest on the 2009 Puichuss Price. Deposltpald 1o the Vendor on

Mirch 31, 2008 with-tespeot to the-Sold 2009 Refind or any feorelated to the refond agles, ©
Seotion 5,08 No Secusity Tuferest '

“The Porohieger agrees that It does mot acquire and shall not aoquire any pecuity |

interest In ety of the-Purolased Aeseiy-and, for greatet cotbalnty, hersby discharges sny prosert
or futute Jeonwity interest it now or hareafler acqultes #n gay of the Purchased Assets: provided
that the foregoiug shall not affeot fhe Putchusar’s owuersip of any Purthased Asgels soquited
by the Purvhaser by the travisfary refetred to in sectivns 7.02(@) and 7,04(a) haveof, -

Seotion 5,09  Rijvhpsed Ansets yay.be tiThist Part or Parte of Refunds Received
foe Sbld 2008 Refind shall, nnleds otherwise apacified by the Purchaser to f:}ic

Vetidordn-wrilting, be-the fitat fert or party of the 2008 Tt Reftind secetved by the Vendor ot the
Purcheser, up fo e ataouet of the Sgld 2008 Refund, The- Seld 2009 Refund thafl, vnless

otherwise specified by the Purchaser to the Vender in/wrlting, be the first pmt of perts of the

2009 Eax Refumd ssogived by the Vendor ot-the Purchasss, up to the amount of the 2009 Tax
Refun : - e .

:éeutlon 510 Dirsolion by Puyohager

The Purchaser mey, hefore the delivary oF the applicable transfer veforred to in
gections 7,02(x) or 7,04(s) hereof; direct the Veandor in welting to ttansfer the Sold 2008 Refund
ot the Sold 2009 Refund, ay applicabie, to ary other person. or petsons specifiod by Purchaser

- gl the Veddor hall do o, .

Closing shall not be held by the Fendor Jn trust and may be nsed by the Vendor, -

* Seoflon$.12 NoDefimlt under edit Aores

Notwithstavding “wy provision of this Agresment, tfie Vendot shall uot be
requivad to make any adjustment fefetred o in this Agreement 1P wnoli adinsttaent wotld
constitule or yesult in & default by the Vetdor uader any provisien of the Fitat-Iion Credi
Agreement or, the Sscotd Tioh-Cuedlt Agresment, Without Hmitation 46 the. foregoing, in no
clroumshuncs shell the prooneds 2ensived by the Yendor with-respeot 46 the sale of the 2008 Sold
‘Rofnd -exoeed the Canadian dollar squivalant of US $10 riltion end h no ciroumistatios shall
the prooeeds recelved by thé Viendar with réupset to th sale of the Sold 2009 Retfomd exozed the
Canadian dollar equivaldnt of UR 10 miflion, In the event the Vendor does not, ae & esult of
the Wrogoing, make any adfusiment.otherwise toquired Ty this. Agreament, the Vendor. ind tle

. _pmrekasumhall»makepsumadjaslm'antopr@mpﬁy-nﬂw-tho—maldng-of'lsuah-adjustnaam»nevlengm’—"- e

“TosDom 124798 %

The 2009 Purthase Prive Deposit paid by the Purhaser fo e Vendor at o 3008
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coustilutes of reults b & dofinlt by the Vetdor nnder itbisr-the Fivet Liest Chedls A greement, or
the Second Lien Crodit Agresmenk

. ARTYCLE 6 ,
"CONDITIONS .

rom e o G —= i theroase f e 2009-Eluslugr i Seoticnr 7:05;-md—r~-

Beoton 6,01

The ebbga’mun oF tw Purchuger to somplete. the f.t‘ansactmna coptemplated
hemunder 35 sulbiject to the followlng contiittons. being filfilled or pe:i‘armed at or priot to-the
2008 Closng or the 2009 Closmg, a8 appHoable:

(®  allrepres entations #ud wazsaniled afithe Vendor oan[amed inthis Agresment ghull
be troe and corecet It nll roatetlal respects ae abihe Hime of suol uImsing with the
sams foros and affest an iFrmnde at aridf as of snch te

-

® " the Veridor shall have compled with and performeod -all o ﬁs covenmis a.u-d'
obligations cunteined in this Agrecmenty .

(&)  tho Vendor shell have delivared fo the Purdhmser the doctments, -or made any
. paymeazfs raferred fo:

@)  inthe o ofthe 2008 Closing, in Ssofton 7.02; and
. @) intha case of the 2009 Clositg, i it Section 7.04: and

(a)' © oo hﬁumﬁun or other ooutt order shall have baen laphad to enjoln, restrlet ot
prohifbitany of the trarvactions eonterplated by fhiy Agtosment, .

The foregoing conditians ave for the exolwive benefit-of the Purchasey end any
sunh condifions mey. be. walwdhy thePorchager in whols ox i pext, Axy such watver chall be
binding ot the:Purcheser anly iFit is imWﬂﬁng.

' Seofion 6.

. The obligation o the Vendor i ocomplete the transactipns contemplutad buteunder
i pubjoot to the foliowing conditons being fulﬁljed or perfémod af of prioric the 2008 Clozing
oxhe 2009 Closing, #s apptiosble; .. . .. ,

(@ the Pusohaser shall have complidd wlih and per.(’omwi all of its covetinits and
obligations cnntﬁmod in tde- Agxeamem, ’

(6} the Purcheser shall have delivered to the Venﬂor the doeumants. or madu any
. pu.yments refeured toy -

@ ko use of the 2008 Closhsg. In Swhon 7.0 a0

‘YorDroc_5424728 2
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9.
(o) - no-dnjunefdn o bier ooutt-order:shall kiave boem lssued to enjoln, vestilet or
proffbit pay of the-wananstions opntepaplated by this Agreement,
The fsragoir{g ponidlfions are for. the exoluaive batafit of the™Vendes aod any such

. sondittons may bs walved by the Vendos rwhols oi it past, by such walverighall be binding

it thes Vendoronly 1818 ivmide iy wiiting,

Se‘oﬁoﬁ-ﬁ;(}ﬁ Nan-Jatafiotion.of Condifiohs

.+ . If atty: condition det-out in Sodtlon 6,01 or Seotion 6,02 is .not selsdied or
performed, prior to the fime specified thetsfor, the party for ‘whose bengfit'the condition e
. Ingerted 1Ry .

(& - in writlng, welve cotpHance with the condithat it whole o I past 2 it or his
sola diserstion by nntlea to the.offier prety-and without prefudioe fo any of iy or
1ifs xights of fenmination in the event of nop-filfitment of any othei condition in
“whols or it-party-o ' :

@) . <loct o tapmingte this. Agreomant;. in- which ease no party. shiall be vider any ..

further obligation to the others-o cotaplets the-tansnciions oohternplated by dhis
-+ Agroement, * .

ARTICLET
CLORING

Closing Detesand Place.of Clo

Spotiys, 7,01

: The ixansastions contémplated by thiz Agréement shall close and be completed at
+he-2008 Closing and the 2009 Closing, as spplicalile. The scompletion of the tahénotions
contemplated bersunder shall 1aks place ot fho office of the Vendor’s solicitprs, located &t 100
King Street West, Suits 4200, Torrro, Ontatio M5X 1BZ or suoh other looation eg the pertios
gy egres lywiiling, ) <t

Section 7.02 Dellyerios on 2008 C gsinz by the Vendas .

‘ - " " The Vendor shell deliver fo the Purchaver u the 2008 Closlng, it foum qud
. substanoo sgtiafactory to theParchaser, aoting reasonably: . - :

(8  «ivanefer by the Vendorto the Purcheser of the Sold 2008 Rofbnd; -

(ﬁ) . . & partial dischatge by e Rirat Llen Agants of seovrltiheld by ghein to discharge -

tho Sold 2008 Refund therefiom and to tsleags any hjerestithoy have in the Sald
2008 Refindsy - e rooe '

© s puertinl - discharge by fhe Second Lien Agenis of aeourlty. hold by tﬁ;im 0.

discharge the S6ld 2008 Refund thevefiom and to teloase auy interegtihey havs iv’
-_‘the Sold 2008 Refond; . i

" TorDoow SOUIBL
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o cortified- copy "of a: resa]rxﬁbn ofs tho ditsctors of the Vendor m.lthcsﬂmg thio
trabgasiions referied to In il Agroandent; |

«a-approve) - by-fie. ad: boo independert-Somintiies: of the- deor’s board of

- dveotors ofthe tmsautfom ooniarmipleted by this Agreerhent; and -

NGl
A

_istchafher dogiusets o ate toquled by his Agiesinent,_ A

Vot

Sostion 7:03

@

b)

®
Saoizun 704

Thio Purchases: sheadl deliverar pay to me‘Vendm = the 2008 Closhng;
.the 2008 vahase Prioa in apcordanos with Scotlon'3.02(e);

. ﬁmzoes Eumhasol’ﬂee Depostt in necordebeo with Sem:lon 3 OZ(b)l, apd

'mmh mt doouments ag- aremqmzcd by this Agreerdent,

“The Vendorshall deliver ot payio the ?ut‘dhaw at the 2009 Closing, in fmtm and

substanes saﬁs:‘hétcry 1o the Purobaser, goting reasonably'

@
®)

®

(d)

atranefir by the Vendor to the Poaghaper of the Seld 2009 Refund; '

& paxtiel disobarge by 4 the Frst LienAgants or flielr Tespeotive suscensors of
seouxity heid by them 10 dispherge the Sold: 2009 Refimd thevefion end 1o teldase
any Interost they have In the Sold 2009 Refind;

. 4 partial dlmharga by the Second Leen Agénts or thui: fespoctive sucedssors of

saourlty held by them to discharge the Soid 2009 Rsfund therefrom and 1. .vetaaso
any inferast {hey have dn- Lhe Sold 2009 Refund;

the adjwhaze.ut amount. wikrrcd fo in scotion 8,03(b) I such =mmount is thea

" payable by the Vendor;md

@
. Seotion 7.05

{g) .

(‘b).

" suck other ‘dopnments &s oo required by this Agresment,

The Purchase shall deﬂvee orpe,y o tha Vendor st the 2002 Closing-

‘o ajustinent amount referred 4o o Section sos@ i, suoh. stmoiit Is then,

prystile by “the Purchasety aad
suoh. other dowpm ag are vequived by this Agreement,

. TofDnostMﬂi}l
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ARFECEE S
ADIDSTMIENTE

Swﬁon 801 -

.

: ~E iRy a0 mmmmﬁm mm‘m
31, 2009, *the Vendorshall sttheir

(z)  zefndtobie Puicheser on a.date after Maroh31, 2009 specified by the Puschases

) i welting a pro-rate amovnt of fhe 2008. Purohase Pyioe with. faspett to stoh
amount of the Sold 2608 Refund not received by the Purchases by Merch 31,
2609; of .

{b) ° . adjust the Bald 2008 Refund so that 1t inclndes fba’t st of Port-Z00% Income
. Tax Refands which results in the: Vendor's solling and the Parchaser’s buying the
Sold 2008 Refimd (Inchiting Post-2008 Intome Tax Refunds), the aggrogate fair
anricot walne of wiilch as4t Matéh 31, 2068 (veingthe Disooumt Rale In effest on
- Miarch 31,-2008) 1s sqirlvalont to the 008 Pwohssa?rica,

a8 dmnrnnnad by-the Vender, The Vendor shell plve the Purchasat, on orbefbre Apdl-30, 2008,

" valtton sotios of which of the Surepoing altermtitives e Vendot, selects, Ths Parcheger ghall |
promptly remit:to ths Vender any of suoh ubreaslved Seld 2008. Refimd: {excluding: such Pozt-
2009 Ineome Tax Refands) i itds roosived by the Purchegey ai‘tar such-adjustment,’

Seoticn 8.62

. "Y£ GRA, dotermings thai the 2008 Purchiass Pdos wes not squivalent o the falr
-naticet valne on Mauxch 31,2008 of the Sold 2008 Refimd purchaded by the Purdheser For suoh
-paios, the Vondor and the Purchastr ghall effhet

(=) - adjust the 2008 Purchase Prlos or
() adjust tho Scld 2008 Refund so thats
. (). itisseduced tu the mount, the falt murket value of which; or
(li) $t i Inoreased to frinido that pmonat of Post-2009 Tnpomie Tex Refunds
‘which-resulid'inthe Vendor's selling aud the Burchmsst’s buying the Sold
2008 Rofund (noluding such Post-2009 Tucome Tex Rﬂfunds),
aggregate falr market value of w}aiam

g ot March 31,2008 (yalng the Discouat Ratc In wffoot on March 31, 2008) =
: equlvalent to the 2008 Purhase Prioe, :

aa detarmined by the Vandor, The Venddr hall glve the Pu.nchasem waliten notoe of w‘lﬁch ofthe

. .~—~-—bmmmnaﬂmwmrmm- < ’ ‘
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Sectlon 8,03

- IP3he exchangs-1ate botween Cansdlan-doflavs and Y8 dolleiy om Janwery. 2; 2009
{9. diferént. from- suoh exchanges rite vp March 31, 2008, the Purcheser and-the Vendor shall
. adjiizt- the. amovyt xeoeived by he Vendor-for its yale'tf the-Sold 2009 Refond on Jatuery 2,
20003, Sllowsso:thet the aottial.saloprapseds ssoalved by tha Ventor fon. fix sale of theSald

2009 Refynd on-Janvary 2, 2000 shall be the Canadian doliar equivalent on-Junuary 2, 2009 &f

US $10-million i opdet infar ala fo votnply with sobtion 9,04 (L)(6) of the First Lien Cradit
Agreenent std secfion 9.84(1)(e) of the: Seeotid Lien Crndit Agtooment: .

(2). i the. 2009 Purchage Frloo-gxoeeds the 2009 Purchese "Prise Depostt, the
-, -Purchaser thall pay the difference fo the Vendor on Jannaty 2, 2009; ot

() iEthe 2009 Purehase Piios Donostt exceeds ths 2009 Putohass Prios, the Vendor
- shall vefm tho diffaronoo to the Poschaser on Janbety 3, 3005, T .

My

s oxloulsited by the-Vendor, Tha Vendor shall glve fhe Prrchaser, on o béfbre Fimuary 2, 2009,

wittens notioe of which of the foregolng: alternetives applies. -Despite the foreguing, IF the 2009

" Putchays Prico; Deposit exoceds the 2009 Purchase Prce, the Vendor taay, at 18 apton: on

written aottoé to the Purcheser,dnstead of refinding stk difference to the Prrchuses v provided
by the forsgolng enbssotion (b), incresse on Jenbaty 2, 2010 the ameunt of the: Sold 2009 Refund
16 nclkade it the: S6fd 2009 Reflmd au atount of the fen uoseld Post-2008 Mmeonds Tax

Refunds, the fat market valne of which, s ot Jasoary 2, 3009 {using the Disoount Rate in sffoct

on Jaruery 2; 2009) Iy equivalontto such, excess <o thet the purchese prios fedelved by the
Vettdor for the Sold 2009 Refund (excluding suoh Pout-2009 Inoome Tax Refinds) is the
Canadian dollar equivelent on Januaiy 2, 2009 of US $1 ¢ miltfon, :

Seotion 8,04 Sold, 2009 Refind Adinsbnonts if_sny Hold 19 _Refiv

Merch31,2010

If any amount of theSold 2009 Refund is not secelysd by the Parchager by March’ )

31,2010, the Veg:doﬁ thall eitheps

@  refund to.the Pufohager oh 4 date Efter Match 31, 2016 t"spaui’ﬂad by fiie Pucbhaser

it wiititng 2 pro tata amount of the 2009 Purchase Erioé with sespect to such
amount of the Sold 2009 Refind not recsived by the Purchaser by Mavch 31,
200 ar : .

{0)  adjust the Sold 2008 Refind so thet it lnchudes thet amownt of then unsold Poste
. 2009 Tncome, Tex Refinds which results I the Vendos ssiling end fhe
Purohaser’s buying the' Sold 2009 Rafimd (handing such Pesf-2009 income Tak

- Refimds), the agpregato fuir market value of which as at Januaty 2, 2009 (uslug

the Disoount Rats In effeot on Janwary 2, 2009) i equivalent to the2000 Puschasy

Puloe, '
as determined by the Vendor, “The Vendor ghall give the Pum!mkar, cm or Before April 30, 2014,

~~~~~~~~~ - —writtepraotios-of-witith-of-fhe-faregoing-ulitmatives-tho-Vendo-selssts Fhe-Povohnpor-shalk—ywrmm m o

[
EE
\
'

« Tomoay 5424728 2
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pﬁm@ﬂy toniit 1o the Vetidar any of sueh anreseived J0I9-2009 Refarid {encluding sudh Posty
2009 nconte Tax Refmds)if it e recsived by ihe Purcheser after such.adjustracnt,

Seotion 8.05 . Hold;

L TEERA datentd 2009,

trpsarenre

satket velue on Jatuery %, 2009 of the Sod 2009 Refimd purohased by fho
ptice, the Vendtr and the Purchagershill efther

(a)  adjust this 2009 Purchase Pl or
()  adjst the Sold 2009 Refiznd so'that: .
163) 3t da sodond to the atmotnt, the fair stiadket vahe of which; op
. () i is ingreastd to.moluds that amownt of then unwold Posta009. ncsme

Yax Refunde vhich results in the. Vendor's selling and the Purchaser’s °

buying. the Sold 2009 Refond (naluding sry suelt Poste2009 Toeome Tax
Refuds), the aggregate fubrmarkes velue of which,

- ag at-Janvary 2,°2009 {using the Discount Rate:in effect on January 2, 2009) iz,

equivalent to the 2009 Pohase Pros,

a detotmnined by the Vendor, The Vandor shall give the Purchaser wittes notloe of which of the . |

foregolng eltorhatives the Vendor seleots,

. ARTICLES

Section 9.0%  Obligafions o Survive

. _ Nbﬁvlthstanaiisg% vomplstion. of 't'he fzansections conteraplated bereundes or the '
‘delivery of doettnents pusstant fo this Agreoment, the obligatlons, covenmts, ropresentaiions

and warrgatiés of the partios heroto shall survive such completion and-shel Teraain in- il force
sod effoet and shall not merge 8 avomnilt theveof, | ~ v

Section 9,02 Fuythisr Assuranoos .- LT

- .- Bach of the pertles hereto from.aid aet esth applivable ofosisg shall, from Hmé
to time, and st the request and expanse of the party zequesting the same, do ell suah forther-acts

 and thingg and ox¢oute and defiver sudh fhyfher trausfers (fncluding ity addittonnl wemsfers by

the Vegdor to the Purchaser of Post-2009 Income Tax Refunds requited to be inchuded th

- Putchassd Asseis pursuant & eny provision of this Agrestmant), instraments, documents, mbtters,

papers 4t avsurances as may be reasonsbly requested for mors cffbetuslly carrying owt the true
Intent and meantng of this Agrecment, . ) ’

— s - —pe v ook

i
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Torlaos, 124726 2
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.Secﬂon 9,03 HQ.&&BA@M

Nelthet. et sl b emitled 5 tbtgn: By OF 166 fights. & It
: hieromiider without: fae prioy vititien consont of the othet. phrty hoteto’and: ey’ sud pmtpoftéﬁ

asmgmmt, ~withont such otbsert, shel! uotbwaﬁd

Tire shall b ofthe ossbnes 0f this Agremhet,

swuong os nggmﬁznm
Faoh. pitty. horato sball b, tosponsibls for. afl sosts and exgensss (mohuding the

foeq and dsbonvements of'lagal-oouﬂsﬂ} ineprred by it or o i cotmpetfon with, ﬁ:is Aigreoment .

and the transactiony eohtemplated hersln,

Seetion 506  Notigey

Any notlcs; domand or other somumiication; roghired ok permiitod 9 ba ghven io
any party hereundershall be given in willing and'eddvessed oy follows:

(@  iFtothe Vendon

181 Bay'Sirest

Suite 1520 .

Toronto, Caterio  * '
* MSsH2T3

Attantion) Vice-Presldent
Pecsimilo No.; 416214:1360

b} «  Ifiothe Purchasod:
" 181 Bay Stest
Suits 1520
Toronte, Ontaxlo

| “MESH 273

Facsimile No‘. 416-21 4-1360

'Any such notice shult be Jeomed 1o be aumouiently giyen ifpamcnalb' dsfivered

or wnt by facalmiie tavetalssion, and in ezch,onse shail be deemed to have been received by the
other perty on thevsame day on which It wes delfivered or pont by facsimila tmnmusslon, i such
day'is e Busitiess Day, end, fpot, o the next following Buslness Day.

TotDaos 5404728 2
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Beotfon 207 8

“Thile Agretniehl. xlwdl be- ﬁindmu on-andi enaty ot YRt ol the. poxticd
' - hexsio,-the Prpshaser’s fiels, cmemm mdadminisim{m, the paxﬁes' teapdotive, suwasso:s )

L i
Sectlon 8,08, Geninfamsity

" Tiilg-Agrobment2nny b eeovfed dn twd.conmntermink wilk the wame effvel 4642
bofh pacties.hud sigred e sarme dovurnent kv all counbaipnrts Khall bs constrasd mg«aﬁm- aad
“will sonstibo o mdfh‘a ahde aptssmintd, .

" Jeotton. 9,08 Bﬂmiﬁex}a&mﬁa&nﬂu

) "Beoh mg orete fupsaids Het £l Amamm ST bmmdlt o] oneight, any Thgkk
. ou-nayse-ofiacilon. h: ot onﬁoﬁalfbfm&yiaai*seh pitiosdhan the pittios hisvets el their vagpectlve’
-suotdstors and pemedited- huapss, and no- pntao other Himothe prrtes. hoxste .qnd thely
stoseery mud dhefr pemithd: an:fs
potten, mdt,:pmesedi: vhearlhy of ofhebforums

o J WITNEBB WEEROY Lhis - Agreoment-hea boat executnd by Bs pustios. .
horsivon tha date fitst wiitten bove, '

P GRANT N6, -

GRANT FOREST PRODUCYSING, .

Pett X i
Naget Peter Lynoh,

. ‘Titer Bxteoutive Vica Proaidont
8 N

Namwt-, |

Titley ,

n-ihatl-be auﬁ ad 4o tely otvthe providlons hersof fnany |

: Do HATER -
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Section8.07 -Susccsorgind Sesluny

Thiy Agteement shall e binding an,-abd smus fo - betiefit- of, fhe parties
heteto, the Purcheset's hele, sxconfore and adrainighitets, and the pastles” repeetive sucoessons
~andpmittbd'assl.gna. : A

This Agreoment tary be exeaited in two vonnterpasts with the- sawe effect aw if

" both paiies hiud sigaed the spme dooumett and all connterparts shafl be construed {ogsther:and

wil constitute one-and the e agreament,
Soction 9,09 Thitd Perty Bepefiniariss
" Bath party hersto intends that this Agreemeitt <hll 1ot Betisfit or oente. nuy right

or aguse oaction i of on hehalf of atry. peison other than the parties hersto- anid thelt respective
shocesgors and -perisied . assighs, sud no peteon, otber then the pardes horeto and. their

sucessyare gd their perhiltted essigns-shall be entifled to rely on the provisions heteof in =y

aciion; sult, prosssding, hetting:or.other. foram.

»

) IN ‘WITNESS WHEREOF this-Agreemont has:
hereto ot the date fitst witlen-sbove, -

execmted by the parties

Pert
Narne:
Titlee

oDogs: 3424128 3
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This.is Exlibit "C" referred to in the
Affidavit of Peter 3. Graut Sr.
Sworn before me-this 8th

o ~day.§3eptamber, 2009
\ \m\ufk\xh\\&

A @b@nis?siénm' for Taking Affidavits

Monique Méatie Flante, o Comtnissionet, ete.,

Distice of Timiskaming

for Grant Forest Products Inc, and 1ts assoclated companiésinsis:
Expires May 7,2011.

)_1

36




f

TO: CPREER URANTER
‘RE: ‘Sele by Chrant Forest Pridvots it {the Y sndor") 1o Peater Grant St (the

| “Prrphager™) of certin trrsefuands of the' Vendor spboted 19 be reseived by
March 31,2009 es-providsd by, the Tax Hefimd Porchase.and.- Sale:Agretrnent
dited ne oF March 3T, 2008.(the’ “Aiveerent) betweets the Vendor and the
Puithasor

w CONSBDERA‘I‘ION of-the purchasa pﬁca -of Cdn, $10,270,947.38 (which,on

- the-dite hereof, iy-equivalant to I8 10 mifon) paid by ihe Prrchesey to-the Vendor, the receipt

of which is hareby aclmwrladged by the Veridor; the. Vendor hm'eby sells, transfers aud assignz

1o the Putchaser, his- heiry, -exsoutors, sdominististors atd, engighs, the Sold 2008 Refond (us
defined by the Agreemeit) it the amomt of Cdn. $10,478,857. '

- ‘This frinisfer 15°the transier referred 1o in sectior 7,02(2) of the Agreament with
-xespeot 1o irer olin fhe- purcliand and.sdle of sych ssiund; and thes prqviamns of the Agreement
“ghall, despite the dahva of 1hs trapsfer, confinug jn fil

Tiier Execmﬁvs '\ficu Progidedt
By:

Tifle:

TorDocs. S403416. 10
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Faunl

This i Exhibit "D" referred to in the
- Affidavit of Péter J. Grint Sr.
Sworty before me thig 8th

day of September, 2009

AN

A Comgmidgioner for Takmg Afﬁdawts

* Menigue MariePlante, 2 a Commissioner, ctt..
District of Timiskaming

for Grant Foreat Products Ine, and its essociated companies.

Expires May 7, 2011,
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1O
ANDTO:

AND RE:

GRANT FOREST PRODUETS INC.
"PRTER GRANT SR

Sl bj: Grant Forest Prodvots Tne, 1o Pefer GradieSt. 6f ihe Sold 2008 Refund (a9
‘dofined by the Tax RefindPurchess wid Salo Agteement dated as of Maich 31,
: 2008 {the-*Agreemext”) between Peter Gratt: Sr,; a5 purchaser, arid Grant Rovest
TProdneis Fc,.a8 vendor, ay suok Sold 2008 Reflind mey be adjusted pursnant to

the Agreamont '

Credivagroement dated as oF Gotober26, 2005 among. Grant Porest Producty fne,
Grait U.8. Holdings GP {fsrmerly Grant 1.8, Holdings ELE), Girag: Forest
‘Products Sales e, Grant Alberta Inc., Southeust Properties LI.C {formedy
Southeas Properties Ine.), Geant Allendale LP (formerly Grant Aliendéle Inc.),
Grant Claretidgn LY (fovaprly:Grant Elavention: fne.), The Toronte-Dorsinion
Bk a8 Caniadian: Administrative Agent, Téronto Domindor { Texas) LLC, as U8,
Athagnisirative Agent, andthe lendersveferted 1o therein {as-aimended oxndMearch
2% 2007, inter iilfa, to Mislude Gient US Sales Ino. as & guarantor} (a5 the'sems
13y be: furthet supplomented, smerided or otherwise modified or restated from
time to time, the "Credit Agxsymed ™) : .

WHEREAS Grant Forsst Products Jog.. is selling. fte Sold 2008 . Refund (as

defined by-the Agoetnent) fo.Peter Grant St and, has-tequested from the undersigned as agonts
(eollectively, the “Agemis’™) pupsusmt to’ the Credit Agreemtent, this agresment pursuant. io,
Section 10,04 of the Crolit Agretroent;

NOW THEREFORE theundersigned Agétits hereby dischatge fom any snd =il

present-and fatore security now or hereatter held by thent the Sold 2008 Refimd (as dofined by

the -Agreement) (es edjusted from thme'to time-in-acoerdance with the Agrecment) and all-
_ procetds thereof and horeby. refease any end -all-fheir respective prosent -and fisure inierests

therein-ared in‘all proceeds therdof. .

DATED as of the 31™ day of Match,: 2008,

R - 7 , = == e
Ronald J. Kewpak

By: _Viog. Rreident, Loan Byndleations - Agancy

Tifle: ’

TorDovs, $413407_7.06C

Al




R Sule by'Gmm'Fforaet;i’ro‘dﬁcts-Im..t&?at

T GRANT FORESY PRODUCTS INC,

ANDTO: PETER GRANT SR
& Grant Sr. oftheSold 2008 Refised {as
- defned by the Tak Rafund Burchese ad, Sxlle Agrociient dited ayof Mardledl,
2008 (jhe “ Agreemient’) betwoen Poter Grant.Sr.; 29 prrchaser, and Grait-Forest
‘Peaducts Ine.; se vetidor, s such Sold 2008 Refimd may be adjnsted pursuaht (o
the Agresment '

Second Lien Gledit Agnéeinens dated avof March 21,2007 among Grant T1.5,
Holdings GP (formerly Guizat U.§. Holdings LLE), a8 bostower, Lrant Forest
Prodinots Ino., Grant-Forest Products Sales ., Grant:Alboria Inc., Bouthesst
Propeties LLC. (forrmerly ISoumuasthpexﬁes fae.), Grant Alleridsde LT
{formerly Grent Allendaloiine.), Grant Claréndon LP (formerly Graut Clarendon
. Tne.)y-and Grant US Sales Tric., a5 gearanios, The Toronte-Dopmiition Bank, 28
Cansdian Collstersl. Agenty Toronts Dominion (Texas) LLC, as Adroinistrative
Agentand TLS. Collateral gent, and the laqders referved to-fhievein (as the same
gy be mmonded, rostated, supplemented or replaced from titne to time, the
“Credit Agreement™) " : ’

AND RE

PARYIAL DY SCHARNE A SDRELEASE OF INCERES

WHEREAS Grant Forust ‘Produots-Inc: s selling fhe Sold 2008 Refund (as
defined by the Agreerent) to Peter Grant gr. and hazreqiested fom the undersigned 83 agemty
{collectively, fhe “Agents™) pursusnt to the Credit Agresment, s sgreement putsuant to
Yection 10.04 of the Credit Agreentent; '

NOW THEREFORE the undersigned Agents herby diseharge from any and all
present and future secwity ngw o hereafter held by them the Soid 2008 Refand (as defined by
the Agreemeot) {(as udjusted from fre to time in accardance with the Agreement) snd sl
proceeds théreof: aad-hareby release any sud ali thelr respeetive present: and fahure interests s
therein and in all proceeds thereof, . .

DATED gy of the 317 day of Maych, 2008,
THE PORONTO.DOMINIGN BANK a5 Agedt

Torfoecs. SATIEHY._SDOC
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This is Exhibit "B referred:to in the

Affidavit of Petm' J. Grdnt Sr.
Sworn. befote me this 8th
‘day-of Septembet, 2009

\\N ul n\k&\ k

§sgoner for Taking Affidavits

Mahlgue Marte Plante, 8 Commissioner, etc.,
Distict o¢ timiskacaing

foF Utant Borest Producta Ing, and its sssociated companiaeids. 1= 1

Expités May 7, 2011,
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Following the-and of the finand)al

- Rroms Jans Howe [malltp:j‘nsvva@GFP~1nc.'mm] Gn Helialf Of Peter Lynéh

Gents 19 June 2008 11:28 AM

. ot Richaid-Swan

Cet Peter Grantry Petet Gransr peter Lynch, ‘ :
Suhjeet Tax refund-ahd Sales Agreament, Maichy31; 2008
Richard, attached {8 @ copy of the {rensfer doourmentas \Meil"as partlel distharges relating to the puﬁzhase
of the 2008 Tax Rebata, .

quartar In whilch the:2008 tax tebats iransaction was tased the
Company and the Agent racejved, strong-obledtions fo-the fransition from fwa of our ketiders who falt
that it sHould ot have baan proceeded with nor the releases given by the Agant without the-axpress
sonsent of the Lenders themselves. Aftera sumber of dlsoussliing no-fitrther formal awotlen was of has

sinca beerytdken hy thoss Lendérs,

The issue of sxecudtiy the frangfor of @ portion of thia 2009 text robate 1o Petear Grant 5t., and the
dischargs of seturiy was discussed In ©1, 2008, by-both myself and our CFO-at the time (Etic Davis)
with the First and Second Lien Egert. We werg-advised that e Agent would rict provide discharges
without the direct authority of the requisits huriber of Flrst and Sacond Llen Lenders: TD Bank alsa
Indtcated thet in it's position da eng of the Flest Lien Londers-it would not pe'suppottive of the request.
“fhe Company wes feaded for a dafaultof the financlal covenants under It Credit Agreements af the énd
of G, 2009 at the latest and the Gompany did not ptovida awritien request to the First and Second Lien
Apents (which =t that e wara ong and the same - D Bank) for discharges of gecurity with respsct v

the portion of the 2069 1ex rebate to be purchased by Peter Grant &t .

This was tlscussed at various times diractly with Peter Grant Sr., and our Board of Directoss, by both
raysel and our GFQ, Ete Davie.

ftegards
- Peter
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This is Exhibit "F" referred to in the
Affidavit of Peter J, Grant St
Swombefore me this 8th
eptember 2009

AN (\\\Q;

Al C@@m\maner for Talqné‘uﬁfﬁdavits

Monigue Matie Blante, 8 Commissioner, etc..
Distriet of Timiskaming

for Grant Fodeat Produets e, and }ts aasocisted companfegs * ¢

Expires May 7, 20%1,

.':- .
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i . Mr: Peter, Grant 8r,
' 181.Bay Street
' . Suits 1520
- . . “Toronto, ON. M5J] 213’

Deat Mr. Grar}ﬁ:

o Tax Refund Purchase and Sale Agnmig__nt dated as of Mg
i : . .and Graut Fo t Produets Too. (Eh

. The Vendor conflriis our agreement;

Sanuary 152009

rob 31; 2008 between Peter GrantSr.
A : eg entll . . ’ .

. Graut Forest Products Tnc. (the "Ventlor") refers to the Agresment. Al words captialized
ifi this létter have the theariings specified by the'Agreement. ‘ :

that the perties shall not wigke the adjustment

referred to in.section 8:03 of the. Agreement: with respectto exehangs rato fluctuations and therefore the
arnount of this Seld: 2008 Refund shell be reduced so that the Tl marikest value of the Sold 2009 Refund is

[ - squivalentio the.2009 Purchase Brics Deposit previously paid:by the Purchaser, baged on the Diseount
i _ Rate in effect onJ anuary 2; 2009.and without increasing the amount of-the Sold 2009 Refund dué to the

peyment of the 2009 Purchise Price Depasit prict to-the transfer of the Sold 2009 Refund, Accordingly,
the 2009 Purchesé Price shall be Cdn.$10,270,947 (which, baséd on the Janbary 2, 5009 sxchange rate,

[ " vms equivalent fo US $8,343,802) and the smount of the Sold 2009 Refund shal be the amount in Cdn.

\“‘ ) dollars , the present velue of which;, based on such D

th‘.; foragoi'ng.

Peter Grast Sr. hereby agres f(_) ‘the foregoing.

DATED the day of Jenvary, 2009,

Peter Grant Sr.

jsoount Rate, is Cdn, $10,270,947.

Piease sign and retirm the enclosed copy of this egreement fo reflect your agreement to

. GRANT FOREST PRODUgéTs G

By:
’E’/‘(l“‘ﬁ_

T pater M. Lnch
Executive Vice ‘Prasldert

TorQocs,_8400216_3
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Tlns is Exhﬂnt NG pefarred to.in the
_ Affidavit of Peter J. Graut Sr.
Swom befors me this:3th

\ day of September, 2009
— - [N (EW ) \\d"\k

A C&x{ms\smner for Teking AfAdavits

Monique Marig Plante, a Commlssloner. ¢l

District of Timiskaming

“for Grani Forest Products ne, and its assoclmd eompanie& do
Expires May 7, 2011, Co
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v YSLERIOSA4aR00DISITIOSGT" "7 7

Jones. .

: Rlehard B Bwen
Dinet Lot 4387777479
el mar@bepotifbneacomn

.Fune 19, 2009

Me. Petet Eymch
‘Execuiive VioePresident
Grent Forest Products Inc.
Suite 1520

© 181:Bey Street
Toromto, ON MS5H 2T3

Doar Jir: .

We ath for M, Peter Grant Sti, a3 youknow.

8400 Orsa FiretCevadian Pase; 0 Bux 100
. Yorouts, Giiterlo, Gomede MSK 184

T G18.569.5400 i 416,588,9788

wwr.bennationea.cn

We wiite to ensure that All necesary steps huive heen of Smmediately will e takea by.Qtant Forest -
Produtts Ine, ("OFPIY to trike eottain thet our client ‘yoosives what he bargained and pald for
pursuent to-tie Tax Refund Purcbase and Sals Agroement dated Massh 31, 2008 ("the Asreoment™)
betwomn Wimself and GFRY All words cagitalized in fhis Jetter have the menniugs specified by the

Agresment, .

The agm}:mmt of'the parties Yras thut ppon: reoefpt of any part of the 2000 Tax Refund GFPY would

hqld such fimds {in an. amonat <qual to e 3

ald 2009 Refind). it trust for Mr. Grant, keep them

segregated from GFPI's fiiis, accounis or- angéty,-arid pay-such trast fimds to Mr, Grant, Thia
struptire was to ensire that the Sold 2009 Refad, when received by GEPT, would belong to Mr,
Grant and that neither S¥PLnor any ofitg creditors conld assert agy cludm to 3t

Aspart of the précesa forthe: 2000 Closing it was necessary to detemmine whether sy adjushnux;ts to
fhe Soid 2009 Refnd were required due to axchange rate fluctuations as provided in section 8.03 of

fhe Agrecment, 'You addressed this issus in
respect 6f ﬂ_le 2009 Soli Refand.

your letier to M. Grant dited Januery 15,2009 in

GFPI has not provided partial discharges and releases from fhe First md.8econd Lien Agents woder
geotion 7.04 of the Agreement, aud we uriderstand shat GFPT fafled to make formal demend forx these
from the Lien Agents. Mt. Cirant Getnands that theso be sought and provided to him by no later than
5:00 pia. DT on Jane 22, 2009, In the event that these are not provided, Mr, Graxt may waive
these conditions that were fnserted in tHe Agreement for hia bemefit, without walving any of bis

stibstantive vights urider the Agrezment, sl law

@ e b

GCALGARY + TO

“ar - - . P N B L I .o

ox-ih equity.

HONRTC = EDOMONTON




Fune 19,.2009 -
I’age Two

1

Fusther, the ﬂ.greement obliged GEPT to. deliver & transfer n Jonuary 2, 2009 in tespect of the 2008°

Sold Refimd, in afopra.and. stibstaiios seiisfactary to the Purdheser, My, Grant fs. prepated to teat
the Yénanry 15, 2008 letter bs o setisfaoiory tansfer; if GFPL dlsagrensy, My, Grant demends: ﬂm‘c
GFPY doliver & tramsfor immédiatelyy end i amy event by 3 pom. BDT on Rine22,; 2009,

‘Pleage be advised that M Gcant doos not weive any subsiantive zights onder, the Agresment; atle,w
or in equdty.. M Gtant expucts GFEI to-fully comply with ite obligations, Including those-arising
rrider the Agreemant and ag trustes. forMi. Grant, .
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IN TEHE MATTER OF THE COMPANIES .Qm&?ﬁ%%mﬁ RS.C. 1986, < n‘wm“ . Coirt File No. 09-8247-00€L,

as amended;
AND IN THEE MATTER OF A PLAN OF OO%OE OR ARRANGEMENE OF GRANT

MOWHmHWWOUdQHmHZO QHCHZH EHWH». HZG.QEHMO% HWOUQQHmwbHﬁmHAO
and GRANT U.S. NQHUHZOm GP (tlie :Puﬁﬁnwnnmj . . 3

. QZ.HEO
mdwmaouw COURT. oF umwﬂ..nm
OO%WE Emﬁ :

Proceeding copimenced &t Toronto

%m&ﬁ. OF wm% 3. QF»ZH SE.
(Sworn mam.ﬁBdaa 8, 2000y

BENNETT wOwﬁmm LLP
Orig First Canadian Place
Suite 3400, P.O. Box 130
Toronto, ON MSX 1A%

Rickiard B. Swain (ESUC No. 320764)
Tefegitions: (416) 777-7419
Facsimife: (416) 863-1716

Lawyers for Peter J, Grant St.







Court File No. CV -09-8247-00CL
ONTARIO
SUPERIQR COURT OF JUSTICE
COMMERCIAL LIST
IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF GRANT FOREST PRODUCTS INC,,
GRANT ALBERTA INC., GRANT FOREST PRODUCTS
SALES INC. and GRANT U.S. HOLDINGS GP

AFFIDAVIT OF BENJAMIN MONTGOMERY
(Sworn September 14, 2009)

- 1, Benjamin Montgomery, of the City of Vancouver, in the Province of British Columbm,

business exetutive, MAKE OATH AND SAY: .

1. I am 8 Vice President & Director of TD Securities, the wholesale banking division
of The Toronto-Dominion Bank ("TD Bank"), working in our corporate credit group. Our group
has been actively involved in the administration of the secured loans of TD Bank to Grant Forest
Products Inc. (“GFPI") and in respect of the involvement of TD Bank as the Agent under the

First Lien Credit Agreement (the “First Lien Agent”) and later, as Agent umder the Second Lien

Credit Agreement (the “Second Lien Agent” or together, the “Agents™), including structuring,
negotiating terms and documentation, through syndication and administration of the secured
loans of the First Lien Lenders and the Second Lien Lenders and, as such, ‘have personal
‘knowledge of the matters to which I depose in this affidavit. Where facts stated in this affidavit
are not based on my personal knowledge, I have stated the source of my information and in-all

_ such cases, I verily believe such facts to be true.

2. I have read the affidavit.of Peter J. Grant Sr. sworn on September §, 2009 (the
“Grant Affidavit”) and this affidavit is sworn in'response to the Grant Affidavit.
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Introduction

3. The relationships between GFPI and each of the First Lien Agent and the Second
Licn Agent (as well as with the first and second lien lenders), are governed by the First and
Second Lien Credit Agreements. The provisions of the First Lien Credit Agreement that are
relevant to this motion dre excerpted and attached hereto as Exhibit “A”. The provisions of the
Second Lien Credit Agreement that are relevant to this motion are excerpted and attached hereto
as Exhibit “B™. In this affidavit, I will referto the First Lien Credit Agreement (as amended by

" the First Amendment to the Credit Agreement made as of March 21,2007) and the Second Lien

Credit Agreement together as the “Credit Agreements”.

4, Until May, 2009, TD Bank was both the First Lien Agent and the Second Lien
Agent. When TD Bank resigned as the Second Lien Agent, it was replaced by Bank of New
York. TD Bank continues as the First Lien Agent. '

5. GFP] and its affiliates used, among other sources of funding, the proceeds of the
loans made under the Credit Agreements to fund the construction of the two operating facilities
owned by Grant Claredon LP and Grant Allendale LP, both indirect subsidiaries of GFPI (the
“Carolina Mills").
6. The development and construction costs of the Carolina Mills substantiaily
exceeded the budgets provided to the Agents pursuant to the Credit Agreements. - Additionally,
substantial capital spending on non core assets, including a private golf course, a 65ft yacht and’
an elaborate renovation of the head office in Haileyberry, Ontario, also absorbed significant cash
resources. These cost overruns and non-core capital asset expenditures contributed to GFPI'S

liquidity issues that ultimately resulted in these proceedings.

7. In the Grant Affidavit, Mr. Grant states that the Tax Refund Purchase and Sale
Agreement (the “Agreement™) was “dovised and structured” by M. Lynch and Ross Walker of
Fraser Milner. As I understand its import, this description is a reference to-the fact that the
Agroement was intended to assist GFPI by providing it with additional cash in.a way that was
“devised and structured” to comply with the Credit Agreements.
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8.

-3

Accordingly, me_Agscdnmt was drafted so as to comply with, among others, the

provisions of the Credit Agrecments which are excerpted and attached to this affidavit as
Exhibits A and B which include the following substantive elements:

(®

The Credit Agreements prohibit financmg by way of issuance of securities .

by GFPI without consent of the lenders (see section 9.04(4) of each of the Credit

®

(©)

@

9.

Agreements);
The Credit Agreements permit sales of assets up to the aggrégate annual
amount of $10 million (see section 9.04(1)(c) of each of the Credit Agretmeats);
The Credit Agreements did not require the proceeds of any such permitted
sales to be paid on account of the Joans because only proceeds of assets sales

exceeding $25 million were required to be repaid on the loans (sce section
6.03(1)(z) of each of the Credit Agreements); and

The Credit Agreements prohibited GFPI from granting security except
Permitted Encumbrances (see section 9.04(9) of each of the Credit Agreements).

Because of these provisions and the business purpose of the Agreement, as it was

“«devised and structured”, the Agreement contains the following express provisions:

(»)

®)

- ©

The transactions contemplated by the Agreement are not an injection of
equity but, instead are structured as sales of assets belonging to GFPL, namely
portions of 2008 and 2009 tax refunds (the “2008 Refund” and the “2009 Refund”
respectively) so that the proceeds paid could be retained and used by GFPI in its

business;

The value of interests sold in the 2008 Refund and the 2009 Refund is
each limited to $10 million;

The sale of thie 2008 Refund was completed immediately on closing in
2008 but the sale of the 2009 Refund was expressly deferred until the 2009
Closing scheduled to occur on January 2, 2009; ’

o]
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®

®

10.

-4

The sale of the 2009 Refund would be triggered only by the delivery ofa
transfer of the 2009 Refund and was not effective until then;

The payment of $10 million on account of the 2008 Refund was a
payment of purchase price paid on the 2008 Closing;

The payment of $10 million on account of the 2009 Refund was expressly
a deposit to be applied on the. purchase price only on the 2009 Closing;

In order to assist GFPD's liquidify position while remaining i compliance
with the Credit Agreements, the deposit paid by Mr. Grant was expressly made
available under the Agreement for immediate use by GFPI in its business;

The obligation of GFPI under the Agreement, including the cbligation to
deliver a transfer of the 2009 Refund at the 2009 Closing was not secured such
that any loss suffered by Mr. Grant resulting from GFPI’S obligation to complete
the 2609 Closing was an unsecured claim against GFP]; and

The 2009 Refund, if received by GFPI prior to the 2009 Closing and/or the
transfer of the 2009 Refund, was expressly stated not to be held in trust for Mr.

Grant.

~ Contrary to the statement in the Grant Affidavit at paragraph 18, neither the

lenders nor the Agents were requested to approve the Agreement and they did not approve the

Agreement or the proposed transactions.

11

' Rather, the First Lien Agent was advised by GFPI that it intended to enter into the

Agreement which GFP] and its counse] advised the First Lien Agent could be performed by
GFP1 in compliance with the Credit Agreements. 1 attach hereto as Exhibit “C” is a copy of an
e-mail sent by Ross Walker, as counsel for GFPI to the First Lien Agcn-t’s counsel confirming
that, at the time the Agreement was executed, the Agreement did not breach the Credit

Agreements.
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12. ~ Neither the Ageits nor the lenders agreed to give a partial discharge of the First or
Second Lien security in respect of the 2009 Refund and neither Agent was ever requested to give
such a partial discharge. '

The Transfer was never delivered

15, I understand from the Grant Affidavit that the 2009 Closing did not occur and
GFPI never delivered the transfer of the 2009 Refund. Therefore, by the express terms of the
Agrecment, Mr. Grant has no rights, beneficial or legal in the 2009 Refund. '

14. Additionally, as expressly stated in the Agreement, Mr. Grant has no security for
any breach by GFPI of its obligation to complete the transactions contemplated by the
Agreement, Therefore, if there was such a breach, Mr. Grant must simply be an unsecured

" creditor for any damages he may suffer as a consequence of any such breach.

Subsequent events and restructuring efforts -

15. For the reasons stated by Mr, Lynch in his affidavit supporting the Appli¢ants’ '

application for an Initial Order in these proceedings and, inmy view, because of the cost
overruns and non-capital expenses described above, the Applicants and their subsidiaries came

under severe financial strain in late 2007 that continued through 2008 and 2009

16. “The strains on the Applicants’ business were reflected in their reperted financial

results that were delivered to the Agents pursuznt to the Credit Agreements through 2608 and
2009. Through the reporting that [ reviewed on behalf of TD ‘Bank, it became apparent that

GFPI would be unable to mect the interest coverage financial covenant that, under the First Lien

Credit Agreement, would be reinstated when cash payments of interest became due under the

Second Lien Credit Agresment in the first quarter of 2009, It was obvious that the weakness in

the business operations of GFPI and its subsidiaries would ultimately lead to defaults under the
First Lien Credit Agreement as of March 31, 2009 (subject to applicable reporting and cure
periods). Further, I 'was also concerned about GFPI's ability to maintain compliance with the
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minimum liquidity covenant in 2009, particularly given that the shareholders injected new
capital to maintain compliarice with the minimurm liquidity covenant twice in 2008.

17. In anticipation of these pending defaults and the financial difficulties facing the
Applicants and their subsidiaries, GFPI began to plan ts restructuring in late 2008 by taking
three important steps. First, GFPI hired Stonecrest Capitai Inc. a5 a restructuring advisor on
December 12, 2008. Second, GFPI hired Goldman Sachs as a financial advisor to run a process
to attract new investment in its business. Third, and as part of the Goldman Sachs process, GFF1
approached TD Bank in January, 2009 seeking terms under whicht the First Lien Credit |
Agreemcnt could be modified to encourage new invesimenf.

18. At the time that the Applicants approached the First Lien Agent seeking ¢
modifications of the First Lien Credit Agreement to accommodate new jnvestment, the 2009
Closihg had not taken place. Further, as noted above, GFPI did not, at any time, request that the
Agents deliver partial discharges as required by fhe Agreement to be delivered on the 2009
Closing, ' '

19. In response fo GFPI’S request, TD Bank considered modifications to the Credit
Agreement that it would be prepared to present to the First Lien Lenders for consideration, A
first draft of a term sheet was sent to GFPI on or about February 20, 2009.. Among the express
terms of the term sheet was a requirement that the 2009 Refund would not bé transferred to Mr.
Grant but would be retained by GFPL.

20, TD Bank and GFPI conducted negotiations in respect of the term sheet for a
number of weeks. At no time did GFPI object to the requirement proposed by TD Bank that
GFPI retain the 2009 Refund. The discussion of the 2009 Refund between GFPI and TD Bank
only occurred in the context of the “straw mian” restructuring term sheet and not otherwise.

21, In March, GFPI settled a "straw man" term sheet with TD Bank. TD Bank was

" advised that the "straw man” term sheet would be provided by Goldman Sachs to prospective

investors with the authority of GFPL. The "straw man" term sheet expressly required that the
2009 Refund would be retained by GFPL. That "straw man" term sheet was also provided to the



—

-7-

First Lien Lenders on March 16, 2009 as a discussion paper sefting out the basis on which the

First Lien Lenders would consider restructuring of the First Lien Facility.

22. As a further demonstration that GFPI did not intend to cotmplete the 2009 Closing,

‘the cash flow information that it provided to the Agents expressly contemplated the receipt by

GFPI of the entite 2009 Refund by GFP! in the fourth quarter of 2009 and the use of such funds

in its business.

Concluding Statements

23. The Agreement wes excouted in Marcl 2008 contemplating a transfer of the 2009
Refund to Mr. Grant only on the delivery of transfer to him in 2009. Mr. Grant expressly
obtained no legal or beneficial interest in the 2009 Refund until the transfer was delivered.

24, " No transfer of the 2009 Refund has been delivered to date and.consequently Mr. -
Grant has no interest in the 2009 Refund.

25. - The fact that no transfer had been delivered was not inadvertent or accidental,
was deliberate and, froin our observation, a necessary step to preserve cash as the business of
GFPI struggled with tight liquidity, Further, as Mr. Grant was the CEO and a member of the
board of directors of GFPI, he must have participated in the decision not to complete:the transfer
of the 2009 Refund. ' '

26. This affidavit is swom in response to the Grant Affidavit and for no iimproper
purpose,

SWORN before me at the City of
Vancouver, in the Province of British
Columbia this 14™-dgy of September, 2009,

[
Notary Public by and for the Province of -
British Columbia "

CONRAD REGO
Barrister & Solicitor
McCarthy Tétrault LLP
1300 - 777 DUNSMUIR STREET
VANCOUVER, B.C, V7Y 1K2
DIRECT 604-643-5882
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Thig is Exhibit “A” referred to in the

. Affidavit of BENJAMIN MONTGOMERY

swom before this 14" day of September, 2009

i

A COMMISSIONER FOR EAKING AFFIDAVITS

CONRAD REG
Barrister & Solicitor

McCarthy Tétrault LLP
1300 - 777 DUNSMUIR STREET
VANCOUVER, B.C. VTY.1K2
DIRECT 804-643-5882
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™) ﬁmawogabmmtxtwhuhmyahmofwch?mﬂﬂmndnmbbmmhbl@atm
option of the holder of such shares (cxeept whers th holder i3 such Pergon) may be redeemed or
rehachnub‘&aU,S.NmMmsTmFxﬂﬁyMzﬂmtyDatcfwu&hmobﬂgths
constituting Debt ar any conibination thereof and |

(vi)) ﬂwwmdmhl’m

provided, however, that there will riot b tncluded ﬁ.\rﬂlepu'posc of this dnﬁmhenmyoblignmnthuuon ’

accowt of (A) reserves for deferred income taxes or genemd contingenoics, (B) minaeity intorests in -
S&u&m&m(@tﬁemmpzyabmdmdhwﬂﬁu(mmmmmmm
paysble) inourred in the ondinary courss of business,

“Defanit™ hag the incuning set forth in Schedule A;

"Depoﬂt.ﬂmonnt"!iu the meaning set forfh in Scction 5.02(12).

“Depreciation Expenso™ means, for suy period with reapest to eny Persan, depreciation, amortization,
depletion and oﬁlarlﬂ:crednohmmmcm ofwnhmewwnhpuwdnotbwlvhxmwd&yofm

glfz:rmut"w Dlspouhmbyakuﬁcbdruty(othuﬁ:mampodﬁwto
Party), provided, however, that (7) my such Disposition inrespeot of Not Proccedsup to am

) aggmgntemmmmotto exooed US $25,000,000 for cach financial year of the Canndian Bamrower will not

copstitute & Disposition Trigger Event, and (i) any such Disposition will not coostitute a Disposition Trigger -
m&mczdmmwwmﬁﬂummmmmmmmwmmwm
that it plans to reinvest the Net Proceeds of such Disposition in Capital Expenditures lupmmptlyls

. practiceble, but in sy event within 180 days after such Disposition; provided further that, if 3 Restricted

Party delivers a notios with respect to = Disposition as cantemplated by clause (i) abave, and if, oa the

mﬁonoftﬁc 180-day period leas than all the Net Broctcds 6f such Disposition have been retavested or

applicd as sbove, then & Dispoxition Trigger Event will be decmed to have ocomred at the expiration
of such lm-&ymbdwxﬁﬂetrxmdseqmmﬂwlmrwceeds ofmchmspouﬁmthathvenotbem
reinvested or epplied.

“Dﬁmﬁon"mma(i).mypaymmg&dmﬁmofﬁﬁdmummm.w&aﬁuhm«
Froperty, (but exprossly excluding any distribution by wyy of the peyment of dividends by the issuance of
equity scctitics of an issier) 10 any holder of shires of any class of muy Barrower or any other Restrioted
Pexty, (i) any repurchase, redemption, retrastion or ofher retirement or purchase for cancellation of ghares of
way Borrower or anty other Restricted Party, or of any options, warrants or other rights to acquire anry of soch
shares, or (i) any paymenat mmﬁmmmmofwummlemﬁbmm,

. guarsmtes of eny obligation of, any Person that holds Bquity of any Borower ar any other Restricted Party;

‘but, in each case, excludes any such payments made by s Resiricted Party to siry other Reatricted Party and
amounts prepaid 1o coaployees of 2 Restrictod Paxty for ondinery course employee expeases.

“Documevtation™ means all xystems, vser, baehﬂmlmoﬁ:u@ocmmﬁnnm-mﬁomtmn(bnhﬁngmy

iopot or cutpot formats, progain listings, narative descriptions, operating instructions or mamuals,
specifications, user guides and systems, merutechmulmmmah)ﬁnth:vebem,mumlybemvidedh

ScCarthy Titrault LLP MYL LAW 1678372 v, 1S
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“Fxposure” has the meaning set forth in the Aggrogate Repricing Agreement sad, where spplicable, is
calculated in the manner specified by the Aggregate Repricing Agreement,

“Federal Funds Effective Rate” means, for sy day, a fluctuating rate of interest cxpressed us u percentage
TBiE per annum equal to the weighted average of the rates on ovemight foderal fimdy trausactions with
members of the Fedrral Reserve System arranged by federal funds brokers as published for such duy (or; if
such day is not a Boxiness Day, fior the preceding Business Day) by the Federal Reserve Bank of New York
or, for any day o which that rate is not pubHshed for that day by the Fedors] Reserve Bank of New Yok, the
simple avernge of the quotetions for that day for such transactions received by the Administrative Agent from
three feders] funds brokers of recognized standing selected by it, .

“Final Maturity Date” means (i) with respect to the Revolving Facility, the Revolving Facility Maturity
Date, and (if) with regpect to.the U.S, Non-Revalving Term Facility, the U 8, Non-Revolving Term Facility

“Financial Assivtance” means, without duplicstion and with respect to ariy Persan, all loans granted by that
Person and guarsntces or Contingent Obligations incurred by that Pecson for the porpoes of ar baving the
mwwﬁmwuﬁmwmmrmammmmmofmmd
M&'l@h%gmﬂ%mh&mﬁuhﬁhmw&mhdmwf
mhﬁnge(othu&mfwooﬂwﬁmudbpodthﬁewdhuymofwshm),obﬁgnﬁmbpmhw
assets regardless of the delivery or non-delivery ﬂumfuﬂobﬁyﬁpmwmhadvmmo&mwiw
provide financinl assistence to mommmmwmmwmmm

amounts prepaid to employecs of a Person for aridinary course employes expenses, or smount loxned fo

employees to finance their purchascs of housos up o the principal amount of U.S. $150,000 pex loan and up
to an aggregaic principal amount of U.S. $500,000 foc all such housing losva,

“Financing” means, with-respect to mym&cmgofﬁmwmmwmmmm '

convertible or exchangeable debt obligations (but excluding Subordinited Debt) or by borrowing from a
lender of other financind institution, or by issuing scouritica (howover designated, whether voting or no-
wﬁngmwbcﬂuwﬁﬂubdwm-caﬁﬁmﬂd)ofcmi&ldnwh?mmdmyoﬁnimuwtm
puﬁﬁpaﬁmﬁgnemfenonarmdwﬂshbmiwubmofﬂwpmﬁumdm of, or distributions
of asscts of, such Person. .

“Fm«nwmfmmcmﬂmhyﬁnmm(amofﬁcoﬂnkuﬁcﬁhﬁu)of
all or amy portion of the 50% mmamrmxmvmmmwm
Luniber Co. Ltd. or ons or more of its Subsidiarios or Affilistes, and the shares, currently owned by
Ainsworth Lumiber Co. Ltd. or ane or moare of its Subsidiaries or Affiliates, of Footner Foreat Products Ltd.,
the owier of the assets comprising the Footner Mills located in High Level, Alberfa.

“Footrer Buyout Fiuancing® has the meaning set forth in clanse (xiil) of the definition of Permitted

Rocumbrances.

“Footner Jolnt Ventmre” means the uninsarporated joint veature in the orented strand board mill, in High
Lovel, Alberts, also known es the “Footoer Mill", owned equally by the Camadian Borrower and Ainsworth
Lumber Co. Ltd. or ane or mare of its Subsidiaries esteblished pumsuant to the Footner Joint Venture
Agrecment.

mmmvmwmemofwwwz 1999

relating thereto made a8 of December 8, lmm&mthMCmp._md&ewm
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6.02

- The U.S. Barrower will repgy in full the outstanding prinoipel amount of all Losna end other
; ous under the U.S, Noa-Revolving Term Pacility on or before the U.S. Noo-Revolving Term Facility

603

(1) (s) Exooptas ofhcrwise providod in this Scction 6.03, f  Rosiricted Party receives Not
Proceeds in the form of Cash or Cash Equivalents from s Disposition that gives riso to s Disposition Trigger'
Event, or from insurance prococds pursuant to Section 9,01(8) hereof, which, in accordmnce with this

_ Agreement, are payable to the Lenders to repsy the Crodit Fasllities, s spplicable Borruwer will huve an

obligation under this Soction 6.03 to make a repayment under the Revolving Facilitics and the U.S. Nori-
Rcvolvhng'ruml{noility, on 8 prorata basis, inan amount oqual o such Net Proceeds in the formofCashor
Cash Equivalent.” The apphcable Borrowes will notify the Administrative Agent in writing of my such
mandatory peopeymsut required to bo mads pursuant to this Section 6.03(1) st least five Business Deys prior
tothe date of such prepayment. Bach suchnotice will specify the date of such prepaymient end the smmount of
such prepayment. The Administrative Agent will promptly notify cach Lender of fhe coutents of the -
‘Borrower’s prepayment notice and of such Lender*s pro rafa share of the prepaytaent, Notwithstaniing the
fuegph:gmdnmjeetmmgmph(b),ier.S.Bmmwerwﬂlmlbemmﬁredmmﬂmwpepaymmtofm .
U.S. Non-Revolving Term Farility punant to this Section 6,03 on or prior to the fifth anniversary of the date
of the Iaxt Drawdown of the U.S, Non-Revolving Texm Fasility (the “Fiftk Airuiversary™) to the extent that
the amomt thereof, when sggregated with all prior mandatory pircpayments of the U.S, Non-Revolving Term
Facility, would exceed 25% amwmpwmmdmu.&mmmrmm
mﬁwmnmhmmmwmmmmlymmmmmmbmm
(b) of the definition of Net Procesds which would heve been applied ta prepayment of the U.S. Non-
Revolving Term Pacility but for this sentence of Seotion 6.03(1) will be deposited by s applicahie Borowdr
into a designated cash oolluterul acooant riritained with the AdzpiﬁmnﬁveAmt(orminminedwiﬂmnh
mmummwmm.m)Mummmwmw
immedistely following the Fifth Anniversary.

@)AmmﬁﬁmWEvmwmmmmmuﬁhg.&cUﬁ.Bmwub.
ﬁﬁnﬂmBumw-MwmmmMmhudﬁzwumww
to the Adminiatrative Agent, ta prepay an aggrogite princips] amount of the U.S. Non-Révolving Testn

' Pacility cqual to the applicable pro ruta xiount of Net Proceeds resulting from such Di .

Disposition Tyigger -
Event, wnd such smount will be sppliod in the mariner specified in Sectioa 6,03(2). Any fidlie of the U8,
Bomower to make sach offer or to offect such prepsyrivnt following asceptance of such offer will constituic
an Bvent of Default under this Agreement. ¥F any Lender declines such offer, the U.8. Bomower shull be
catitled to retain the spplicable amount. S X

@)  Subjectto mmaoau).mh@.ymwdumwmmwmumwéa

’ wymhﬁwhcbdm@dmdaSecﬁmGM(l)wﬁbﬁn@dhﬁempuﬁﬁmﬁnﬁyﬁuo&m

Credit Facility, snd cach such repayment will be applied to, and will permansntly reduce thé Conmmitment of
cach Lender inTespoct of the Revolving Terr Facilities end the U.S, Noa-Revolving Term Fasility, on a pro
ratz baxis, by the amount of the Lender’s Applicabls Percentage of such repryment. If the spplicable
Borrower by reasom of sty such repayinent, {ion or cencellation (s) prys any LIBO Rate Loans prior to
wmwmwmmmamwﬂwmmmmymuwm
that the Lenders incur as a result thevoof, inchuding xy brealage oosts, or (b) pays arry Banker' Acospiances
or BA Equivalent Notes prior to their respective maturity datcs or discharges ita obligation to the- Issuing
Bank inreapect of outstanding Letters of Crodit, such amount will be paid as collateral o the Administeative

McCorthy Tétreukt LLP MTY,_LAW #1678872 v, 15
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OIIID

) ompliance Cotificate.” A Complisnce Cedificate in the form of Schedule 1.01(2)
concurrently with the delivery of the finsncist strternents referred o in Soctians 9.03(1) and (2), commencing

(5)  Business Plan, Assoonesavailable'mad in mtyevent within 60 duys after the ead of ita fiscal
year, provide the Administrative Agent with 2 consolidated detailed business plan for the Canadisn Bomower
for the following five years (the “Business Plan™), detailed financial projections end capital budgets from the
date of delivery of such financial projections and capital budgets to the Credit Facilities, with x description of
all assumptions used in respect of the preparatian of the Buiness Plan, including the financial projections,
capitxl budgets snd all ether fiture oriented fingnoizl information; provided, however; &t no time will such

* financial projestions aud capitad budgets be less than five yeari, in exch case conxisting of 8 balsnos sheet,

stateinent of income and refained eamings and statement of changes of cash flow for sich year.

6) : g Resp g Dbt Pmmt!yﬁoﬁeeof’aﬂymmdmmm.orwﬁmoﬁnny
materisl provisions of auy agreement respecting Debt of the Borrowers ar of any of their Subsidiaries,
i um-wmﬁdmmmmhmdmwhmmmbhﬁbmmofMMmyh

" incurred under such agrecment, the texm of such Debt, the sacurity thezefor of ovents of defielt gt the

\fions, Proniptly notioo of any egsl sction tkien by any oreditoe (other hen

. m Hﬂﬁﬁﬂiﬁm of A gtions
the Lenders) to recover smourtts cutetanding respecting Debt of may Barrower or any Guarantor.

(B  OtherInformition, Wmmmﬁmuawmmm
mnmwmmw.mmmmmmcnmmmnapmdmmﬁdmgm
information by contract or undertsking entered into with or provided to any other Person, reapectively, suy
other corporation, partnership, limited partnership ot other entity in whish atty Barrower or ity Guarator has
myﬁnmddhmdmﬁdedﬂmtﬂwmmﬁwmﬂmhﬁnbcmﬁdmﬁlﬁtyofan
information itreoeives in accardance with usual requirements of banker/oustomer confidentiality and docs not
disclose or use it except for the purposca of this Agreement. :

(®  Notiosof Change, Without limiting the genemlity of Section 9.03(8), promptly () notice of
any udditional Relovant Jurisdiction in respect of any Borrower or any Guarsntor, and (if) notice of xuy

' W(Mﬂmawu)mmwmmuennﬁﬁm(ﬁnmﬁﬂamnfmy

Barrower or sy Guarastor that bas cansed or tnay cause s Material Adverse Clinge.

" (10) Bidgs Reporting, The Bormuwers on their own behalf and an behalf of ofhicr Restriciod
Partics st deliver to the Administrative Agent (or such other person designated by the Admiristretive

Agent) s certificato sotting ont the details of cach Hedge Armangement forthwith wpon entering info s Hodg

Amxngement, with cach such certificate also sctting out the deteils of all then oufstanding

Hedge
Arrangements and also cartifying in relation to all Hedge Arrangements that they comply with the limitations
sot forth in Bection 9.04(13). ] . i "

9.04 Negative Covenants

So long as this Agreement is in forco and except as otherwiss permitted by the priar written
consent of the Required Lenders, each Borrower will not, and will ensure that cach Reatricted Party will not:

()  Disposition of Proparty, Diipose of, in ane transsction or in a sexies of tranxactions, sll or
anypa:toﬁts?mputy.whcﬁ:qrnow«hncimﬂzwaﬁmd;mptﬁm

()  theBushLots;

MoCarthy Tétraull LEP MTT, LAW #1678872 v, 15
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/®  Property sold by ons Restricted Party to another Restricted Party;

© H@wwdfmﬁhmmmgmﬂmmwwwdﬁ:mm
derived from el such Dispositions mads in sny single fiscel year of the Canadian Barrower
ce— docs not in the sggregate exceed U.8, $10,000,000; and

(@  Dismpositionsmads in sccardance with customary trade terms of tangible personal property
that would reasonably be considesed fo be the subjeot matter of Dispositions by it i the
normal course of its business for the purposcs of carrying on the same or Dispositions of
tangible persanal property that is wom cut; obsolets ar no longer usefiil for the purpose of
casrying on its business,

(2) pomation, ctc, Bxoept with 8 Bomower or Borrowers ar with oras
Gtmmnut.cmsolidm. mlwnmwmmwﬂmmrmmmm my carporafe
reorganization or oiher tanssotion or series of trangzotions intended to effect ar otherwise permit e changsin

it existing corporaic or ospital structure, in cach case wherchy all or subatantially all 6f its vndertaking or

agscts would becoms the peopexty of enother Pergon, liquidate, wind-up or dissolve itsclf, or permit any
Tquidation, winding-up or dissolution of sy other Guerantor; provided that with respect to any such
transaction witha Borower or Bocrowers or with or as bétween Guarentors no such transsction is permitied if
(1) such svent may result in the assets of the Borrower or 2 Guarantor becoming subjeot to an Buctimbesnce
(other than n Permitied Bncumbrance), () such svent muty result in the accurrence of » Defiult or Eventof
Deﬁnﬂt.(iﬂ)umﬁukwmnmdneﬁmm“wmhwmmﬂmdhomm(w)&em
resuliing from such transsction 15 1ok incnrporated or organized under the laws of Canady or 8 provines or
tervitary tisereof or the laws of any State of fhe United States, (v) the Pecsin resulting therefrom it not bomnd
by the Obligations of ‘the Borrowers oteumton.and(vi)ﬁsnwwmnembhmdelivuhh
Administrative Agst an opinion of Bomowers® eumul.aeeephblehﬁe.&dminimmt,mg
mmably,ﬂntuwhumunﬁmcompliumﬁuppﬁoabbneqmmuoﬂm .

(3) NoChangeofName, Chmgcitsmme wxﬂwutpumdmgﬁm.kﬂunmstxwwmﬁﬂtao

. days® prior writtet niotice thereof.

(4  NoFinancings, Mm,mmeorpumxtmybebt(hcludingbebtofﬁm?oom
vamm)wmmmgmmrmmmummﬂmmm(mmm
Footner Buyout Fimncing).

(5)  No.Investmeats Oﬂ:uﬂnanuunﬁndhmmt.mb,dhecﬂyoﬁndﬁwﬂymy

.hvuﬁnmmﬁcmummumym:mw

@ 0o Event of Defult or Default has ocourred and is continuing st the tims such Yvestment is
mads or would result from the making of such Investment; and

() mhlmhmilomdmhﬂmwiﬂmwiﬂ;hmm&rhﬁnﬂ

year of the Canadian Barrower in which such Investment is mde and is mads using cash
resulting from the operations ofﬂdenwmw:Gmrmq

pmvidedﬂmiftbchvemwtisinarmﬂntu not a wholly-owned Subsidisry of uny Barrawer

or a Guarantor, the sggregate of'all sush Favestments will not exoead Cdn. $10,000,000;

(6)  NoChauge in Busipess, Other than thr construstion zod operation of the Mills, engags,
directly or indirectly, in & Ene of business that would bematerial and substantiaity different frorit those Hnes

McCorthy Titrault LLP MIL _LAW #1678872v. 1§
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‘of business carried on by it as of the Closing Date, except that it may engage in sny ressonable extension,

dsvelopment or expansion thereof or in any business ancillsry thereto

m
Petics).

¢. Give any Financisl Assistance (other then to ofher Restricted

(8 'NoDistdbutions. Make anry Distribution if (f) the Totzl Debt to Capitalization Ratio, bassd
on the most resently completed fiscal quarter is, or would be after giving effect to the propoesed Distribution,
equal to or greater thai 502, or (i) the Borrowers would not be entifled to make a Drawdown of U.S, £1.00
under Credit Facilities after giving effect to the propesed Distribution, or (fif) if an Bvent of Default oc

Default has ocourred and is continuing at the time soch proposed Distribution ix to be made or wonld result -

from the making of such Distribution; provided, howevex, that where the requirementa of subparagraph (i),
(if) or (iif) do not prevent e Distribution from being mads, the amousit of the proposed Distribution will not
exceed an amount determined in accordanos with the following:

<Cdn. $30 million ndl . . nod
Cdn. $3010 Cdn, $7$ million.  50% of Free Cash Flow 60% of Fres Cash Flow
>Cén. $75 millien . 60% of Free Cash Flow 75% of Pree Cash Flow

The foregoing restrictions ca Distiibutions will aot apply to any paytnents by the Canadian Bamower by way
of dividends on iz exiating outstanding Prefoered Shares in an aggregate dividend amount ot excecding Cdn

, $6,000,000 for each fiscal year 30 long as no Event of Default or Default has ocourred and is continuing at the

time auy snch Preforred Shares dividend Distribution is made or would result from the making of sh
Prefezrod Shares dividend Distribution. . ' ,

(¥  NoEncumbomees, Creatr, incur, assume or permit to exist or perniit sy Restricted Party to
creats, inour, assume or permit to exist any Eaoumbrancs upon my of its Property (including upon ey of the
Pl'opcrtyqfﬁaFnohﬂ'Jointhhn) except Permitted Encumbrmnoes.

' (10)  Capital Bxpenditures, Fn any fiscal year of the Canadizn Borrower beginming on ot aftee
Yaxuary 1, 2006 aalos, or enter into any sgroement which would require it to make, sty Capital Expenditures
in excess of tho Permitted Capitul Bxpenditares, .

(i1) wmmmpmmmwmmmmmm
(12) NoContimumce, Contime into eny other jurisdiction.

(13) Hoigo Amungements, Enter into or permit o be oulstanding et any timo any Hedge

memt unlesa it mects the roquiremsnts of paragraphs () and (b) below: .

@) such Hedge Arrangement ix either (f) a rato swap, interest rate option, focwerd rate

Wmmmmamwmmmﬁm
entered itito with & Leader or (i) & Commodity Hedge Asrangement; snd

() wach Hedge Artangement is designed tu protect the Restricted Party against fluctuations in

] exchange rates, inferest ratex or commodity prices and such Hedgs Arrngoment

currensy .
s boen eatered into by the Restricted Party bana fide and in ‘good fiith in the erdinary

McCarthy Tétrault LLP MYY, LAW $1678872 v. IS
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This is Exhibit “B” referred to in the

Affidavit of BENJAMIN MONTGOMERY
sworn before pa€; This 14“"day of September, 2009

I
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Barrister & Solicitor
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Adsuinistmtive Agent by » certificats from the Independest Engineer, In form and sobstmncs satisfasiory to
the Adminjsirative Agent.

“Credit Frellity” means the Loans advanced end PIK Interest Amounts eccrued undey this Agreement,

- “Debt" means, without duplication, with respect to any Porson, all obligations that, in séoGrdance with

GAAP, would then be classified us'a lability of such Person, knd, without duplieation, inchydes, with respect
to such Person,

(i) . ancbligation in respectof borvowet monay or for the defierred purchase prics of Propexty orscrvices
or un obligation that is ovidencod by & nots, bond, debeature oc any ofher similar instrument;

() = trnsfer with recourss or with s obligation 10 repurchase, to the extent of ihe liability of sach

| (i)  an obligation under 8 Caplte] Lease:

(iv) & reimbursement cbligation o other obligation fn connection with » bankers® scceptunca or sny
sinailar instrument, or Iotter of credit or letter of guarantee issued by or for the account of such
Porsan; ) 1

(") aContingeat Obligatios totho extiut thet the primasy obilgation o guarntacd wivald beclassified as

“Debr” (within the meaning of this definition) of such Peraon;

{(vi) ths aggregete amonnt at which any shares of suzh Perscn that ars redesmabls of rotractable xt the
option of the holder of such shares (cxcopt whoro the holder i sach Person) sy be redecmed or
retracted peior to the Maturity Dats for cash or obligations constituiing Delt o sy combination
thereof; wnd'

{vii)  the Aggrepsts Expomwe of such Porson;

provided, lowever, that these will not be incladed for the pirpose of this dofinition any obligation that is on
sccount of (A) reserves for deforvod income taxes or gentrl contingenclos, (B) minority Intezests In
Subsidinriés, or (C) rade aocowmits pyablo and acorved Giabilities (including cortrant loans and incomo taxcs
payable) incurred in the ordinary cowrss of businese. :

" “Defanlt” means mny ovent or condition tut constitutes an Event of Defult or that would eonstituto an Evert

of Dofault except for sutisfction of suy condition subsequent reguired to make the event or oondition en
Evont of Default, frioluding giving of any notion, pussags of throe, or borh,

“Depreciation Exptase” means, for sy period with séapect to any Person, dopreciation, amortization,
depletion and other s reductions to income of such Person for such period not involving sy outlsy of casi.

“Dispasition” means, with respoct to a Person, any sale, ssyigntient, transfer, convayancs, loass, lioencs or
other disposition of any mature or kind whatsoever of sy Propenty or of any right, titlo of Intorest in or.to any
Property that Is out of the ordinary course of business of such Perwos, xnd the vetb “Dispose” bas n
corresponding mesaing, o

Trigger Lvent® nicany any Disposition by a Restrictod Puty (other than s Disposition to -

“Dispositien
mwm);mw«.wmwmmwhmmmw\pwm
Eggrogalo mmotmt 1ot Yo cxcoed $25,000,000 for each financial year of GFP will not constititc a Disposition

CHETESIRAS
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Trigger Event, nid (i such Disposition will 5ot cotstitat s Disposition Trigger Event if the rolovant
n:i. ml’;‘uyhu:::?h . Cnpihl&qmdimm aod:y‘.mmpdym o M%ﬂt;mw

nvest et of such Dispexition In Capit lires ax px a8 precticable, but To any
ovent within 180 days after such Dispoattion: provided further that, if s Restvicted Party dofivorsa notice with

reapect to a Disposition as contennplated by elamse (i) above, end if, o the expration of the 180-day poriod

, 1mmmhmwdmnmmm.meawuummmw;

Dixpouition Triggor Event will be deamed o hitve ocourrod at tho exphmtion of such 1 ¥0-Jay perfod with Nt
Procteds equal whNuMdMDWﬂﬁhwwbmmumumM

but, in cach case, exchudes any such pyments o by & Runtritod Pasty to any ofber Reateicted Pacty ey
moumMmmﬁm.zdnwwmgmmmmpguw

: "Duumhﬂu"mmﬂlmhu&mmuehqkduaﬂmdwmmwhmmﬁmﬁmmkggw

or output formats, progrem listings, uTative descriptions, opersting instructions or misnuals,
:npm 3 wmﬂammwwnbehuhdmmd:)whmbmmwwbﬂw&.

. Mﬁﬁﬂoﬂmxm&hﬂuﬂuwmﬁimnpmmm«m&uwfw

thereto, wheother distribuged o print, magnstiv, clectronic, video or oifier formt,
“EBITBA™ means, with respoot (o eny Person for sy period, the Net Income of such Persan for sach peciod

plus, without m soud o the extent veflacted sy chiarge inths statemont of net Income fucluded fnthe
financial statements of such Peraom; .

() all smountsdedictod in the caloulation thereof Tn respact of Deprecixtion Exponse, and curvent and
dafuudhmnq!buunﬂubddhﬁumdmymbuulmumﬂnmafhvmm
u‘umwmdfwonmnquityhdl; .

() ‘Totsl Intoreat Expense;

I

sny extraondinary, not-recurring oy vousual expenses ot Inxyos (lactuding, whether or not otherwise

inslodable s & ssparats tem In sush satement ofset income, Jozaes on seles outaide of ths edisery

mn:‘w«mnhdthmdlwmwmhmmbww

(iv)  unrealized losscs from Hodge Arrangoments to the exteat that thay heve beed used in determining
Net Income s 0 matier of GAAP;

less, without duplication and to the sxteat rofiooted a3 a crodit & anch stetement of net income,
(v)  mnyroduction of deferod baxces;

(vi)  antounts kncluded in the calulation thereaf in rewect of not prufits of Subsidiariex snd axy other

puﬁuhnqaa&hvmm&ummﬂfwmucqﬂlyhdg

CHEIRSSITLY
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undor Section 5.03(2)), (x)aty Unjted States withhiolding tax ualess stich withholding texes woukd not beve
beon imposed but for e.change In law, rule, regalatio or troaty or in the publisbed and official dmintstration,
Interprotation of application thersof by any Gavernmental Authority ocourring after such Lender becomes s -
pasty horolo {or dexignates a pew lending office) (such texes, “Statstory Change Witlihalding Tex® and xach
changes, “Statutory Changs in Lew™), except to the adent that such Linder (or its ansignor, if any) was
ontithed, at the timeof designation of s new Leading offioe (or apsigoment); to recetve additkonal amounts from
the Borrower with respoct to such Stiststory Change Withbolding Tax pursosut 1 Section 5,02, xnd () any
withholding tax that s attributablo to soch Lenders failure (other than xs & result of a Stetutory Changs in
Law) 1o comply with Scction 3.02(6). ' .

“Expesare” has tho mesning set forth in the Apgregats Repricing Agreement and, where spplicshle, i
salculated in the mannes spooffied by the Aggregate Repricing Agrezment.

~Fedoral Funds Effective Rate” mesng, for any duy, a fluctuating sate of interost exproxsed as & percentage
rate per annum equal to the weighted sveraga of the miss s overnight federa] fands transactions with
members of the Federal Resorve Systom axranged by fedora! funds brokera as published for such diy (o, if
such day fs not a Business Dy, for the precading Business Dey) by the Federn] Ressve Bank of Now York
o, for sny day cnwhich that eate is not published for that duy by the Fedenl Reserve Bank of New Yori, the
simplsaverage of tho quotations for that dsy Frsuch fransactions socelved by the Admirdstrtive Agent from
throt federsl fands trokers of recognized standing silocied by it,

“Financis] Axsistance™ means, without duplication and with respect to any Person, all Ioans granted by that
Person and guamniees or Contingeat Obligations Incurted by that Person for the purpose of or having the

effect of providing financial mssivtanco to snothiet Person or Persons, including letters of guarmter, lettosof'.

credit, legally binding comfiwt Intiprs of indemnities issuod in comnection therewith, cudorsements of billsof
exchange{other than for collection or deposlt in the ordinary course of busiucss), obligations v porchass
nzsets- rogardless of the delivery or ben-delivery thersof and obligations to make sdvancsy or otherwise
provide financial assistance 1o uny othes Person; provided that “Fitancia] Assistance™ shall not inclode
amounty propaid to employces of & Person for ordinary course employos vxpensox, or amount Joaned to
croployess to finance their purchases of housss up to the principsd arnoumt of $150,000 pes loan sud up to as
aggrogats principal nmonnt of $500,000 for all such housing loans. '

“Flnnacing™ means, with respect to any Parson, the mising of funds by [ssulng debt obligations, ineluding
convastible or exchangeable dobt chlgations (but excluding Subordinated Debe) or by barruwing from &
lender or other finansiul inmitution, or by issuing securitica (hawover designated, whother voting or non-
voting or whether éestificated or nos-ceitificatsd) of cagital of such Person wnd any other intesest or

" participation thet confors on u Porson the ripht to recelve a share of the profits and beees of, or distributions

of astetz of, sisch Peyson,

“First Lien Credit Agreement” moans tie Credit Agreoment (as smendad ss of the date horeof snd as -

furthor amended, restatid, refinanced, supplemented or otherwiss modified from time to time in xcoordmice
with the Intercroditor Agreowent) dated as of October 26, 2005 xmong GFP, the Borrower, the other
Gusrantors party thereto, Toronto-Dominioa Bank, as administrative agent for certain lenders, Torouto
Dominion (Texas) LLC, as ndministrative sgent for cortain leaders, and the other putfos tharcto,

“Footuer Buyout” mexnstho acquixitien by GFP (or any of the ather Regtricted Partlos) of ull or any poxtion
of the 50% oquity intcrest in the Footnor Join Veature cunvently owned by Alnswoxts Lumber Co, Ltd, or cng
or mars of its Subsidiaries or Affistos, and tho shares, curreatly owned by Aliisworth Lamber Co. Lid. or
ona or move of its Subsidiarics or Affilistes, of Footuor Forest Products Lid, the owner of the asssts
comprising the Footnor Mills located in High Leval, Albarte.

CRILASSITLL
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upplknbkumbn&mdnreom w)umwwmhmumcm&
Agreementhave beon pald infut (mhﬂhgmﬁnwwmwmmw&nwmbbl

6.53

(1) (=) Bxcept os otherwice provided in this Sacilen 6.03, if' a Rostrictnd Party receives Net
Proceeds in the fonm of Cash or Cath Equivalents from () s Dispesition that gives riss to a Disposition

Trigger Bvent, or fram Jasurance procoeds pursuant to Section 9.01(8) hereof, or (if) the isianco of Equity

(other than Equity contributions to provide required liquidity or fund consiruction of she Mills and Equity
issuanices to & Restrictod Party or g pat of the Pevmitted Restructuring) or Debt (othar than Subosdineted
Debt, Delit ixsued under the First Liso Credit Apresraent snd Debt iasood to & Restricted Party oras patof
the Parmittsd Restrusturing), the Bomowar will bave an obligation under this Section 6,03 to raske o
prepayrientof the Loans and FIK Istrrest Amouts fn as amount equal t0 such Net Procectls in the form of
Cash or Cash Bquivalent, Ina excopt ks provided in Section 6,53(6), within 145 dxysafber each fiscal
year and, the Borrower will propay mwmmmhmmmwum
mrhwmymmmmw Aﬂwchm-ymenuwmbmxpﬂedmmlabﬂnw!nx

Loans and PIK Interest Amounts. “The Bomowér will natify the Administrative Agent in writing ofany such

muidatory prepayment required to bo mads parvasnt to this Section 6.03(1 )it Jexst five Business Days prioe
1o tho date of such propayment, Esch such notice will spocify the dats of such prepaynient wad theamovnt of
such prepeyment. The Administrative Agent will promptly notily each Leader of the confonts of the
Baorrower"s prepayment notice and of such Lender’s pro rode share of the prepayment. Notwithatanding the
forogoing and subject to pringruh (b), the Borrowex will it be requiied to make any prepaymeat possust to
this Section 6.03 mwmbmmmmdhdmdhmdhmmm
Anniversary”) totho sxtent that the amoant thereof, when eggregated with all pricrmandatory propayinis

‘Wbmkmmmmlmhﬁmmmwmwﬂmm

Amounts and princlpe] of ths Lowns, would cxceed 25% of the principal amount of the Credit Facility
sdvanced; provided that tho mxcoss amount which relutes exclusively 10 the innurarics procoeds reféired to in
paregraph (b) of tho dafinition of Net Proveeds which would bave becs spplied to prepeyment of the Loans
and PIK Interext Arsounts but for this sentonce of Section 6.03(1) will be deposited by the Borrowsr info
designated cash collatornl accouns maintalned with the U.S, Collatera! Agmatunti] so applisd onthe Busineas
Day immedistely following the Fifth Anniversary und alf other amounts which would haye been spplied tn
prepayment of the Loans and PIX Intarest Amtounts but for this senteacs of Section 6.03(1) will, subject 1o
Secnonb.l):(l)m.bupddomh Business Day imuedistoly following mmmivmnywlﬁmtbdng
required 10 be depostted in o eash collative! actonat,

)Amlpa!ﬁon'lﬁz;nrﬁvmwﬂlmm event yequiring the Bomawes to, within
five Businoss Days following such ovent, maks n offer to the Loadees, by nofice to the Administrative
Agent, 1o prepay the Loans ard PIK Intereat Amounty in the smount of such prepayment, and soch ssnount
will ba appliod in thy manser spocified tn Section 6.03(Z). Any failirs of the Bosrowor to wake such offer or
1o offect wuch propaymront following sccaptance of such offor will constituts an Bvent of Defialt under this
Agreoment. !Imylmdardeclinuwahoﬂr &a‘ﬂmlﬁlﬂbemﬂtbdbuﬁhlhml’mbhm

2)  The Borrower will pay to tho Adminiatrative A gent xl} acerued fees and other amounts, and

sccyued and unpiaid interest in respict of th Loans (oept for the PIK Interest Awmourts pther thin vs

roqui:edbySwﬁnnsmux-))m,butwhdhg.ﬂluﬂmdmofnymawu!mmo
date of xuch ropayment or propayment.

(3)  Section6.053()) will not apply upon the occurronce ofard dusing the.continusnce ofan Event
of Default In which case all mmwmmmwwwmmmmm
!mmmmﬂoﬂbwmﬁ)ﬂ(ﬂ.
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. cestificsto seiting out the details of each Hadge Armangoment forthwith upon. eqtering into & Hedgs

Arrangoment, with each such cestificate also sciting oot the details of all then ouixtanding Hedgs
Amrangemety sod also centifying In rolation toall Hedge Asmangoments that they coumply withthe limitstions
et forth in Section 9.04(13). ' '

9.04 Negative Coveysnts

So long ax this Agreement is in forco and exvopt &s otharwise permitted by the peior witten
mifmmmmmﬂﬂmhm' will, and will enzure thet cach Restrioted
Pasty will nott T

(1)  Disposition of Propeity, Disposeof, in ons transsction or in & stxics of transactions, all o
mypartoﬁumm.wm«muhmmﬁnd.wfm _

) the Bush Lots;
()] Propesty sold by one Restricted Party to snother Restricted Party;

] Wpummmmwmmmmmmofmww
derived from all sach Dispositlons made In any single fiscal year of GFP does not in the
aggregate excoed $10,000,000; and : :

d) - Dispodﬁmnm-dehmdamwlﬂlcmuymdcmofmibbpemmlm
tha1 would reasonably be considered b bo the subject matter of Dispositions by it in the
normal coiirse of its bastness foc the purpozes of carrying on the game or Dispositions of
tangible persanal property thist {s wom out, obsolete o no kngar usaful for.the purpose of
carrying on its business. )

No Conyolidation, A

Q@) nelgamation, oto, Extept with the Borrower or with or 83 befweens
Gwmgcpn!oﬂdumdm ww%mwmmmwmm
or othier transaction or secics of transactions Intonded to oifect o otherwise pormiit » obango in fts existing
corporate orcapital structurs, in each casa wherchy all or subatantially all of its undortaking or aascts would
bmhmﬁmw.lhﬂmm«dhnlwwwmhmw
winding-up or dissobstion of any other Gusrantor; provided that with respect to any such trnsaction withthe
Borrower or with or as between Guariors no such transaction js permitted i (7) soch event may resuttinthe
assets of the Borrower: or & Guanntor bosoming subject t0 an Encusobrance (other than & Permitted
Bucumbrance), {if) such ovent may result fn the occurrence of a Defuuly or Bvent of Defiult, (i) a Defiultor
an Event of Dofinilt bas or will have occurred and be conthming, (jv) the Pereon sesulting from such

transaction s notincorporsted or organzed urdor thé laws of Canade.or & province or toerfiory thecsoforthe - *

taws of wny State of the Unitad States; provided, n the case of the Borrower, that the Bozrower mint stall
times continus to be organtrod under the lows of the United States, (v) the Person resulting therefiom s not
bound by the Obligations of the Botrower or Guarantars, as applicable, (vi) the Borcower is unsble to deliver
1o the Administrative Agent an opinion of Borowes™s cotmsel, sceapiabls to the Admindstrative Ageat, acting
reascmally, that such tningaction complies with applicable Requirements of Law or (vif) in the cass of the
Barrower, to the extent applisabie, the Borrower {s not the naviving entity, Notwithstanding the forogoing,
GFP and ity Sobsidiaries mxy effoct e Pormitted Restructuring,

Changs its nume without providisg the Administtive Agent with 30

)  NoChapgoofName,
duys' priar writton notics thereof (except that sich nptive shall benct fower than fiva (5) Bosinsu Deys ifthe
thange of name oocury as part of the Permitied Restruetiring), '

CHEISSITLYS
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) NoFiesncings, Crests, incur, astouns or pormit sy Debt (Encloding Debt of the Footner
Joimvéa‘?n)tomﬂnmmmwmﬁwgmﬂmwmmwhp(mmm
Footnme Bayout Finzncing).

() ° ‘No Investouerds, Other then & Pormitted Tnvestmant, make, directly or indlrectly, axy
Investment except the Borrower or any Guarantor may maks &n Favestmont it

(®)  noEventof Defialt or Default bas aocurred wnd is continuing ut the Gme such Investment is
made-or would result fivan o miaking of such Fovestment; and

() soch Yovestment is conxistent in all matorial respoots with the Business Pl for the fiscal
yeur of ts Bomoswer fa whish suth Investment is maids and Is nudo using cssh rosuldng
from ihs opeeations of the Borrower or & Guaraiitor;

providsd that if the Investmant is in & Persca that is not £ wholly-owed Subsidiary (other than the
Exoluded Sobsidiary) of the Barrower ora Gasrantor, the mggregsto of sl such Investeents will ot
excoed Cdn, §10,000,000; provided further that the Reetriciod Partis muy make nominal Investisents
i the Bxcluded Sobaldisry in amoants satisfctory to the Administrative Agent. ‘

5, Othor Hhan tho construstion eud opeation of e Mils, sagage,

K No Chanee o Businyes,
. M@mw,mmmumummmmmmm.

of bustncss curried on by it a8 of the Closing Date, except that it may eagags in sy resvonable extenion,
developtacat or expansion thereo or in ey buainexs sncillary tereto,

{0 NoFinsnchl Ascitance, Give any Financia] Ascistence {other than to other Restricted
Partios), _

(B} NoDistribigions, Makoany Distribution; provided tha frio Event of Defeult or Defiuit has
occurved and ix conlinuing at the fime such proposed Distribution ix  be made or would result from the
meking of such Distribution, ihew Distributious may be made providéd the aggregeta Distributions tn wiy
fiscal year of GFF may not exceed an amount delermined in acoordenos with the following:

Muximun Digtribution

Groater tha or equal to 4.00:1,60 ™l -

Greater than cr equal 1o 3,00:1.00 but les than  Cdn, $6,000,000

4.00:1.00

Greator than or equal t0 2.00:1,00 bt lesx than 5% of Excecs Cash Flow for the

3.00:1.60. mostrecontly completad snnual fiacal

] period of GFP

Lexs then 2.00:1.00 S0% of Exocas Cush Flow for the

most recently cospleted anaoal fiscal

poriod of GFP

CHkSSITES
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(®  NoBscumbrances, Mm,umorpumitmnmturpumkmymmdmw
eresde, incur, aseime or pacmit to exist sny Encumbrance upon aay of its Propexty (incloding upon sny of the
Propesty of the Footner Joing Venture) cxcept Paymitted Encumbrances,

(10)  Copitel Expenditures. Make, oc enter bt any agreement which would require i to ke, my

‘ Capital Expenditures in exoess of the Permitted Capital Expenditures,

(11) NoChangsto YeirEnd. Mzke any chunge to its fiscal year end from December 31 in vach
Your,

(12)  NoCoofipuance, File articlos of contimunss In any Caadian jurisdiction after the date -

(13)  Hedgs Aysngemcats, Enter ioto o peemt to be outstanding et amy time wny Hodgo
Arrangemeat unless it meets (he requirements of pamgrapkis () and (b) below:

(a) mnwpmmmumw(n;mmiwmmrwuum
wansaction, forward foreign exchange trnssotion of cross curvency rals swap transaction
entered into vnﬂnnlcnduwhncbi:pmywd\eFutUmGednAywnmw(ii)a
Commodity Hedge Arrangement; amd

by mmmmmmumwmwmwmwmm
currency excliange rates, interest mdos or sommodity prices and such Hedge Avangement
has been entered into by the Restricted Party bona fide and in good fulths in the ondinary
maofhbuumfwﬁwpumouofwryingmﬂwnmmdmtfwwdm

(14)  Loat Excapt for say Propetly being delivered to a
castomer in the wﬂwymofbmmnfwdlmmdrwnpmd&t pesformance of ita

obllgnion:uﬁhaprovhm of #ta services to such customer under s contract entered into with such customer

in the ardinary course of business of such Retricted Party, and axcept for Property detiverad t or stored in
Imﬂmfwwm-ugmmhﬁcﬂmmmwdclivuythmufbumhdwmrym
of businass, move any Propeity from a furisdiction in which the Encombrmce of the Security over such
Pmpwispwfmdmtjlr%wmm&mmknu orwhare, afier & tsmporary
peciod allowing for registration in such ot jurindiction, such Bncum! -could becomo mnperfocted, or
suffer or permit n any other manncr any of its Propexty to not be iubjoct to the Encumbrance of the Seeatity
o:bbowbwmlmhnjm.dicﬁmmwhhhmmmofmmnywunhwu
not perfociod, unloxs the applicable Rexricted Puty has first (s) givea prior wiitten notice thereof to the
Administmtive Agon), and (b) sxxcutod and dolivered 10 the Administretive Agont all Security xad sl
finansing or registration stutetvents in form and sibstancs sxtisfactory to the AdminiGative Agent thiat the
Administrative Agent or its counsel, noting rossomably, fom ime to time doom nocessary or advisble to

ensnmﬂutﬁxeSm«y-taﬂ&nuoonm & perfectcd Encumbrnce (subjoct only to Pembtted

Encumbrances), prior to afl other Encumbrances of such Property other than Permitted Encumbrances that are
parl passu or prior thereto, [n such Jurisdiction togother with such supporting vertificates, revolutions,

opmlommdodnrdncmncmndwmtulahnﬂwmgmmamubly.quwm necesiwy or
desirabls in connection with such security and registrations.

(15) Nom-Ann’slongth Tragmctions, Except-with a Restrictsd Pasty, sntor foto ey Material
Contract or material transaction batwoon non-anm’s Tength parties which iz sot entered into for falr market

value and has not boun appeoved by an independent committee of tho boxrd of direcines of the Boerower oc

the Gunrantor, as the cass may ba.
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This is Exhibit “C? referred to in the
Affidavit of BENJAMIN MONTGOMERY
sworn before me,-this 14" day of September, 2009

i

A COMMISSIONER FOR TAKING AFFIDAVITS

CONRAD REGO
Barrister & Solicitor .
McCarthy Tétrault LLP -
1300 - 777 DUNSMUIR STREET
VANCOUVER, B C. V7Y 1K2
DIRECT 804-643-5882°

1
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‘Tax Refund Purchase and Sale Agresment dated as of March 31, 2008 between Grant For... Page 1of2

McElcheran, Kevin ' . .

Subject: FW: Tax Refund Purchase and Sale Agreement dated as of March 31, 2008 betwesn Grant Forest
Products Inc. as vendor and Peter Grant Sr. as purcheser

From: MacLaren, Sand! [mailto:Sandi.Maciaren@FMC-Law.com] On Behalf Of Walker, Ross ’
Sent: Monday, March 31, 2008 4:21 PM :

To: Pieterson, Linda; O'Meara, Matthew : Co

Subject: Tax Refund Purchase and Sale Agreement dated as of March 31, 2008 between Grant Forest Products
Inc. as vendor and Peter Grant Sr. as purchaser .
Importance: High

- Linda and Matt:

In accordance with your request, | confirm my view that the transactions contempfated by the above-noted
agreement do not contravene the First Lien Credit Agreement dated as of October 28, 2005, as amended, or the
Second Lien Credit Agreement dated as of March 21, 2007, assumiing that: ,

1.  the tax refunds being sold are being sold for falr market value; and

2. the total amount of the gross proceeds derived from all Dispositions (as defined by each.of the Credit
Agreements) made by Grant Forest Products Inc. and the other Restricted Parties (as defined by such
Credit Agreemants) In any single fiscal year of Grant Forest Products Inc. does notirl the aggregate
exceed US $10 miliion. :

Pleass confirm that the foregoing also reflects your views.

Thank you. ..

Ross Walker . . .
‘Fraser Milner Casgrain LLP .

1 First Canadian Place

100 King Street West

Toronto, ON M5X 1B2

Direct Line: 416-863-4743

Fax: 416-863-4592

sandl.maclaren@fme-law.com

THIS MESSAGE |8 INTENDED ONLY FOR THE ADDRESSEE, iT MAY CONTAIN PRIVILEGED OR CONFIDENTIAL INFORMATION, ANY
UNAUTHORIZED DISCLOSURE IS STRICTLY PROHIBITED. IF YOU HAVE RECEIVED THIS MESSAGE IN ERROR, PLEASE NOTIFY US
IMMEDIATELY SO THAT WE MAY CORRECT OUR INTERNAL RECORDS, PLEASE THEN DELETE THE ORIGINAL MESSAGE. THANK YOU

-
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TAB 3 _



Court File No; 09-8247-00CL

ONTARIO |
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER: OF THE COMPANIES' CREQITORS
ARRANGEMENT ACT; RS C. 1985, . C-36, 43 AMENDED

- ANDIN THE MAY TER OFA PLAN OF COMPROMI&E OR
ARRANGEMENT.OF GRANT FOREST PRODUCTS INC,~ -
GRANT  ALBE TA INC GRANT FOREST PRODUCTS'T' g

" SALES IN'*~ nd; GR .8 HOLDINGS GR. (the
" Applicaats?) - . o

"1, Peter J. Grant 8r, of the City of g Shorés; mthe?mmce of Ontatio,

businessman, MAKE OATH ANDLSAN:

L I am the Chairman and Chief Executive Officer of the applicant Grant Forest Products

Tnc. ("GFPI"). As such, Ihdve %bei-éénélkaéwl’édgﬁdf hie; matters to which I hereinafier depose.

Where matters ave not based op have stated the source of my

personat }mowle

information and in afl snch 203:33‘51’1?6 3 iél-i{évé;itfw’f‘iﬁe:
Introdaction -

2. This affidavit is swom in “_fepl;g to the Aff-jdziv'if ofBenjmnm Montgomery, a Vice-
President and Direstor of TD Securities, sworn September 14, 2009 (the “Montgomery
Affidavit"). I swore an. eaclier affidavit in fhis matter on September 8, 2009. I have used the

defined terms that were employed in my September 8 affidavit in this affidavit.
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3. In this reply affidavit, I have not commented on, or responded to, every statement in the
Montgomery Affidavit, but should not be taken as necessarily agreeing with stafements upon

which I have not commented.

4, ° Tam also db]ig’ed‘ to say-at the: 011£é_éﬁj’iiﬁétI.:.éitn'-lio:tlé_-’l'awy;er and have not commented on
the legal interpretation of a;gréeifdénis,, or the purported legal effect of steps taken. I do not
believe that Mr. Montgomery is a Jawyer ‘either Bi\t'must ohserve that he has i'n several

paz agraphs of his afﬁdavﬂ purpoited: to mterpret aalecments Evenas a layman I can observe

that some of Mr. Momgomery 8 “leoal conclus:ons” are maccurate or.are not "e\:pressly stated" -

in the agreements to which ]JL« refers, desprce hxs conten’uons. I note for example ﬂmat among '

others, the legal conclusions thdt he purport % to draw n paraoraphs 9{d), (h) ané (1) are not
"expressly stated” in the agreement to wlnch he rufers nor are they at all. apparem from the

agreement.

Reply

5. In response to paragraph 6 of the Montgomcry Afﬁdav;t it is not clear to me why the

non-core assets are relevant fo the 1;’s“s'-t1.e ot m‘oztron, but T-afn obliged to say that GFPT's
decision to embark op the development ef those assets’ was approved by the Board of Directors

of GFPI on an unanimous basis,

'Il-before the Fu*st and Second Lien Credit Agreements, and

were therefore flly krnown .td:ih,éi.‘ y :agteed 10 advance thelr finds.

6. In re‘la:ticin to paragraph 7 ofthe Motitgomery Af.ﬁciawt,l used the word "devised” in my
ﬁrst affidavit as a synonym for "developed”, and T did rot intend to say that there was anything
clever or surreptitious vis-3-vis the banks Indeed, the ba:nks were fully aware of this agreement

and, as described below, had input into its development.
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7. Mr. Meontgomery in paragraphs 8, 9, 13, 14, 23 and 24 of his Affidavit appears to be
offering legal conclusions, iix the abserice of legal training. Tt is my widerstanding that that is the

role of the Court on this motion.

8. As to paragraph 10 of the Mentgo
Agesits nor barks were asked to approve o d1d approve the Agreement, I am informed by Ross

Walker, the pariner at Fraser Ml}ner Casomm LL, ,.._.;-who drafted the Agreement, and believe, that

the Lien A:gcnts;—'o‘tzatﬁeij;’é’sfoli-dxto‘ns r@x‘-zmw&d; q;é mme'n.ted upon drafis of the Agreentent and -

the Agreement at that tifiie: I have no doubt HHat g First and Seeond Lien Agents, and the

members of the banking syndicaié;i:w:sm’ ":Zi%géryi‘@o.nten-t that GFPT would have the full use

(commencing in March 2008) of & sgo Hase pnce ot T:paid for the purchase of

the Sold 2008 and 2609 Refumids:

9. Affidavit, (S starénients therein do not

appear consistent with, or in the ety ledst/givé & iisleating impression when compared with,
what ig stated in Mr. Lynch's email of ime 19, 2009 which-is attached as Exhibit "B" to my

September 8 Affidavit. -

10, As to paragraphs 19-2 ; lie term sheet he references was

not approved by me, and T ﬁie;veni-'agrg dto-Hdve GFPT ;etam“;thé}.’-zlﬁ)(}g ‘S,c;id' Refund.

11.  In this regaxrd, and in .r-espect of the supposition made by Mr Montgomery m
paragraph 25 of his affidavit that 1 “must have participated” in the decision ot to complete the

transfer of the 2009 Sold Refund, T can state mequivecally that I was never asked and never

Affidavit; which stites ‘that neithier: the Lien "
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gave, and would never have given, my consent to the nen delivery of the Transfer or of the 2009

Sold Refund.
My Discussions with }jnéependenft=}ij}irec'tbré of the Board of GEYL

12

s

I bave also personally qukeﬁ'\fifiih the indepeﬁdem Directors of GFPT who served at the

time the tax refund arrangengent wgas-aﬁproize&'ﬁy e Board on March 27, 2008.

13.  Lam informed by Mike Harsis, a di:ffié’tbf" o£ GEPTand the former Premier of Ontamo and

‘believe, that the tax.refimd afrangemen oved by the directors based on. a clear

i

understanding and direction that it was “lron _,ad" ihat 1he tax rcfunds when L‘CCB]VGC]. by the
Compﬂny would be: pald ovel to.ime. M Hams mfomls me, md I believe, that it was also his

clear upderstanding that my right to J;Qe-c,ewg-::t};e;t X

0 ~_:}m ds:stood.in;frontof the banks.

TR, én& ’Eéﬁeve ' ﬂia't—t i the confext of

14, Iam mformed by Jamie Wa]lace
the Board approval of the proposéd’ tratisaction, his undelstandmg and mdeed mmstence was that
my right to receive the tax refund -I was. Qurbhasiii’g vwould rank ahead of any clamms of the

banking syndicate.

'15. 1 am also informed by Wilham Stmson 2 dmecto:c of GFPT and believe that Mr. Stinson

recalls that Mr. Wallace was v;.e_);y tmg ﬂxat my' n:ght to-receive the tax refonds

should stand ahead of the bank’s clalm and ?ch'a:'t'

=
A

wis -‘t‘hé bajgiis;}oif ’Mr. Stinson's approval of the

transaction.

16. T am informed by Per Brusies, a. director of GFPL and believe that the directors’ approval
of the arrangement was accompanied by the ditection of the Board that the fransaction would

only proceed if it was a certainty that I would receive the relevant portions of the tax refunds
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when they were received by the Company, in priority to any other claims. The transaction was a
means of getting mobney into the Company to assist it with cash-flow, before the tax refunds were

actually Yeceived.

17. My owncompreliension of, what ; ommumca £6:gnel by the Board of Directors in

respect of the tax refand §~3;Taﬁgeﬁﬁéﬁt;is the'same as.that of the dirsctors described Above, and it

was on that basis only that Tntersd fito the frangach

18.  This affidavit is sworn in respect of 51y motion concerning the Agreement, and for no

BNPEEPET PLIpPOSe.

SWORN BEFORE ME at the City of.
Temlskammg Shetes, it e Provines of
Qutario, this 18th day of -Sepiefitber; &

N

2

X A
A COMMISSIONER FOR OATHS PETER J.GRANT SR.

in and for the Provinee -of Qutario

Mogique Marie Plantz. 2 Compaissioner, £6.,
District-of Fimiskaming o
for Grant Forest ProdusisIne. and its adsotiasil. ci
Faupires May 7, 2014.
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as amended;
AND IN THE MATTER OF A PLAN OF COMPROMISE. OR ARRANGEMENT OF GRANT
FOREST PRODUCTS INC., GRANT ALBERTA INC. GRANT FOREST H.wﬂOU.COﬁm SALES INC.

Court File No. 09-8247-00CL

" and GRANT U.S. HOLDINGS GP (the "Applicants')

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

Proceeding commeticed at Toronto

AFFIDAVIT.OF FETER J. GRANT SR.
(Swoin September 18, 2009)

BENNETT JONES LLP
" One First Catiadian Place
Suite 3400, P.O. Box 130
Toronto, ON M5X 1A4

Richard B. Swan (LSUC No. 32076A)
Telephone: (416) 777-7479
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. B M & . One First Canadian Place.'
TEECT | < : _ o 100-King Street West, Suite 300
2 VAR Y B N B N B N ) s : ‘Toronto, ON M5X 1E3
RTING & MEDIATION :
REPORTIN Court File No. CV-09-8247-00CL
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 GRANT FOREST PRODUCTS .INC.,

GRANT ALBERTA INC., GRANT FOREST PRODUCTS
SALES INC. and GRANT U.S. HOLDINGS GP

[

--- This is the Cross—Examinétion of BENJAMIN
MONTGOMERY, the Deponent herein, on an Affidavit sworn
September 14, 2009, taken at the offices of Network
Reporting & Mediation, One First Caﬁadian Place, 100 King
Street West, Suite 800, Toronto, Ontario, M5X 1E3, on

Friday the 25th day of September, 2009.

AEPEARANCES :
- RICHARD B. SWAN ]For Peter J. Grant Sr.

MICHAEL BEEFORTH, s-a-1 1]

KEVIN P. McELCHERAN For the Toronto-Dominion
| Bank
AT.SO IN ATTENDANCE: |
‘JANE DIETRICH Observer

KATHY MAH . Observer

: , .
Telephone: 416 359-0305  Telefax 416 359-1611  Email: info@netwotkcourt.ca ~ Website: netwotkcourt.com
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--- UPON COMMENCING AT 9:42 AM.

BENJAMIN MONTGOMERY: Affirmed.

MR. SWAN: This is a cross-examination on an
Affidavit filed in a motion in a proceeding in the
Oontario Superior Court, court f£ile CV-09-8247-00CL in re
Grant Forest Products Inc. and related companies.

The cross-examination is a cross-examination on
the Affidavit of Benjamin Montgomery which was sworn on
the 14th of September 2009 and filed on behalf of the
ﬁirst Lien Credit Agent, I believe, in opposition of the
motion of Peter Grant, Sr. in respect of a certain
agreement which is described as a Tax Refund Purchase and
Sale Agreement from March of 2008. |

CROSS-EXAMINATION BY MR, SWAN:

Q. Can you state your full name for the

record?
A. Benjamin Peter Montgomery.
Q. How old are you, Mr. Montgomery?
A, 36.
Q. What’s your current position?

A. Vice president director TD Securities in the
corporate credit groﬁp in Vancouver.

Q. Can you téll me what your post-secondary
education is?

A. Bachelor of Commerce.

NETWORK REPORTING & MEDIATION (416) 359-0305
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When did you obtain that?

>0

. 1899.
You’re not a lawyexr?
. I am not a lawyer.

And you have no legal training?

» O P O

I do not.

Q. Can you fell me very briefly what your
employment history is pést—1999 when you graduated with
your B. Com? |

A. T’'ve worked in banking since I graduated.
a1l of that time has been spent- in credit. First, a few
years in'commercial banking --

Q. With which organization?

A. TD Bank.

0. Have you been with the TD family
throughout?

A. TI’'ve been with TD just over ten years. I
have a few years in commercial, the balance in corporate
banking, commercial banking as part of our retail bank,
TD Securities is'part of our wholesale bank but all of
that time spent in credit.

MR. McELCHERAN: It may be easier for the
reporter if you speak a little louder and don't put your
hand near your face. |

THE DEPONENT: Sure.

NETWORK REPORTING & MEDIATION (416) 359-0305
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BY MR. SWAN:

Q.

Let me just go back a little bit. We have --

among the documents that are potentially relevant to this

proceeding is what'’s been described as the First Lien

Credit Agreément which dates from 2005, specifically

October 26th, 2005.

And

were you involved, in any way involved, with

the First Lien Credit Agreement?

A,

Q.
20057

A,

Q.
you’Ve been

A,

p o p O

division of

Yes.

‘What TD entity were you with in October of

TD Securities.

So you have sinCe.—~ at least siﬁce 2005
with TD Securities continuously?

Yes.

And TD Securities Inc.?

No.

TD Securities?

TD Securities is the wholesale banking

the Toronto Dominion Bank. TD Securities

Inc. is a separate --

Q.
A.

Q.

TDSI; it is a wholesale bank and is a bank under the Bank

Separate entity?
Separate entity, ves.

So the TD Securities that you are with is not

NETWORK REPORTING & MEDIATION (416) 359-0305
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Act?

A. I believe it’s a trade name of the TD Bank.

Q. Oh,'it’s just a trade name?

A. I believe so. It’s referred to as the
wholesale baﬁking diVisiQn in, you know, public, like,
reporting and that sort of thing.

0. But it's a division?

A. That’'s what it’s referred to. I can’t answer
that for suie.

Q. 1It’'s not a separate legai entity?

A. It’s not TD Securities Inc., which is a
separate entity.

Q. But it’'s also not a.sepérate entity from the
TD Bank; it’s part of the TD Bank?

A. Correct.

Q. 2nd you are, in fact, an employee of the TD

Bank?

A. Yes.

Q. Do you have a copy of the First Lien Credit
Agreement? '

A. Not in front of me.

MR. McELCHERAN: We didn’t bring the whole thing.
As you know, the Affidavit excerpts some parts of it.
But we didn’t bring the whole -- if you have the whole --

MR. SWAN: I do. And you have no objection if

NETWORK REPORTING & MEDIATION (416) 359-0305
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SEPTEMBER 25, 200° BENJAMIN MONTGOMERY 3
the whole thing goes in the record?

MR. McELCHERAN: Absolutely not.

THE DEPONENT: Thanks.

BY MR. SWAN:

Q. 8ir, can you tell me what role you played in
respect of what we call ﬁhe First Lien Credit Agréement
from October of 20057

A, With -- I was directly involved in the

negotiation of the Credit Agreemént in TD's capacity as a

lender under the agreement as well as an agent under the

Credit Agreement.

Q0. And you were involved bn behalf of the TD
Bank in both capacities 5oth as a lender as part.of the
syndicate and as an agent?

A, My primary function is as a lender. We have
a separate agency group. So my primary involvement was
as a lender.

Q. Would you turn to page 84 of the document,
and I think you’ll find that page 84 is replicated three
takes because they are counterpart signature pages?

A. Yes.

Q. "I just want to obtain a little bit clearer

understanding of the different roles that both TD and D

entities and you were playing?

A, Sure.

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. You are, and your counsel may wish to answer
this question, but as I understand it, you are being
proffered-as a witness on behalf of the First Lien Agent;
is that correct? |

MR. McELCHERAN: He is a representative of the TD
Bank. He,.as he stated in his testimony, was involved in
it from the context of the lending part of it but also as
part of the agent representative, as a representative of
the agent. So he’s here in both éapacities.

MR. SWAN: But, Mr. McElcheran, you act for the
First Lien Agent or do you act for the TD Bank as well as
a lender?

MR. McELCHERAN: T act for TD Bank as lender as

well. ‘

MR. SWANQ In both capacities?

MR. McELCHERAN: Yes.

BY MR. SWAN:

Q. And you’re opposing the motion in both
cépacities?

MR. McELCHERAN: And on behalf of all of the
lenders. That is, all of the First Lien Lenders.
BY MR. éWAN: |
Q. All of the First Lien Lenders. SO you

represent all of the First Lien Lenders and all of them

are opposing?

NETWORK REPORTING & MEDIATION (416) 359-0305
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SEPTEMBER 25, 2009 BENJAMIN MONTGOMERY 10
MR. McELCHERAN: Right.
BY MR. SWAN:
31 ' Q. Both through the agent and in their
individual capacity? |
MR. McELCHERAN: Right.
'BY MR. SWAN: |
32 Q. BAnd looking on page 84, the TD is listed as
- the Canadian administrative agent, and a Mr. Shiplow has
signed the document on behalf of the bank. DQ you know
who he is?

A. Yes. He works in our agency group.

33 Q. In your Toronto agency group?
A. Correct.
34 Q. You’'ve been in Vancouver continuously since
19997
"A. No.
MR. McELCHERAN: You’ll need to say verbal
answers.
MR. SWAN: The head shakes don‘t do it.
THE DEPONENT: Right. Got it.
I‘ve been in Vancouver sihce 2005.
BY MR. SWAN:
35 Q. 8o predating this agreement?
A. When this agreement was done, I was in
Vancouver.

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. And it looks like you were involved becaﬁse T
see your name listed as a secondary contact for the
Canadian revolver?

A, Yeg,

Q. 5o you were involved primarily for the TD
Bank in its capacity as lender pursuant to the
revolver?

A. Correct. A

Q. And Mr. Shiplow was involved on behalf of TD
as administrative agent? | |

A, Correct, yes,

Q. And then another TD entity was involved as
U.S. administrative agent?

A. Yes,

0. TD Bénk Texas LLC. And the other name that
is listed alon§ with yours in terms of the reﬁolver
facility is a Frazer Scott. Turn ahead to the third
counterpart of page 84.

MR. McELCHERAN: 'He means the third -- this is
copied three times.

THE DEPONENT: Oh, right.

MR. McELCHERAN: And the third one has got
this.

THE DEPONENT: Right.

BY MR. SWAN:

NETWORK REPORTING & MEDIATION (416) 359-0305
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Q. So who was Frazer Scott?

A. Frazer Scott works with me in Vancouver. He

. works on the corporate credit side as a -- directly with

me..

Q. Okay. Is he your boss?

A. We have separate reporting lines. He’s more
involved on the origination side of the business.

Q. On the origination side?

A. On the origination side. But we both work
for the same entity.

Q. And at this point, back in 2005, was he your

boss?
-A. No.
Q. He was not?
A. No.
Q. What was your title in 20057
A. Vice president. |
Q. Vice president of what?
A. Corporate credit.
Q; And Mr. Scott’s?
A. Vice president and director of corporate
credit.

Q. Vice president and director of corporate

credit. So he was, if not yourvboss, he was at least

senior to you?

NETWORK REPORTING & MEDIATION (416) 359-0305
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SEPTEMBER 25, 2009 BENJAMIN MONTGOMERY 13
Yes, he was senior to me.

~ And remains so?
Yes,
And he’s still with the bank in Vancouver?

Yes,

R G

And then the agreement is also signed by Glen
Gibson as managing directox?

Yes.

Who was he?

He would ha&e, or he is Frazer’'s boss.

So he is the managing director of what?
Managing director of TD Securities.

TD Securities across the country?

» o p O P O P

Just managing director of TD Securities.

MR. McELCHERAN: What’'s theAsignificance of the
word "managing --" |

THE DEPONENT: There’s many managing directors
within TD Securities.

BY MR. SWAN:

Q. 2And he is -~

A. He is the head of credit origination for TD
Securities.

Q. Head of credit origination for TD
Securities?

A. Mm-hmm.

NETWORK‘REPORTING & MEDIATION (416) 359-0305
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SEPTEMBER 25, 2009 BENJAMIN MONTGOMERY - 14

Q. All right. 2And is he still with the bank?

A. Yes, he is.

'Q. And do you know why it is that you have been
put-forward as'a witness as opposed to Mr. Scott?
| A. Mr. Scott is no longer involved with this
file.

Q. You have continued involvement and he has-
not?

A. Correct.

--Q. When did he cease to be involved with the
Grant company? |

A. I’'d say January of this year.

Q.- And just for the sake of the record so that
this is clear, TD, as the what we ﬂave described as the
First'Lien Agent, is authorized, and you might just turn
to -- I interrupt that question to turn you back to the
beginning of this agreement that lists the parties?

A. Yes.

Q. The TD Bank and entities have a number of

different roles in respect of this agreement. They were

both co- -- TD Securities was a co-lead arranger?
A. Yes.
Q. TD was also the book -- TD Securities was

also the book manéger?

A, Correct.

NETWORKAREPORTING & MEDIATION (416) 3592-0305
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TD Bank was the First Lien Agent, or is the

First Lien Agent?

A.

0
A
Q.
A
0

Correct.

TD Texas is the U.S. Lien Agent?
Was.

Was? Who is now?

Bank of New York.

Bank of New York. And the TD Bank is one of

the lead lenders as part of the banking syndicate?

o » o P

Correct.
And remains so today?
Correct.

And you told me that when this agreement was

drawn up, you partici@ated on behalf of TD, TD Bank, in .

its capacity as a significant lender?

A,

Q.

Yes.

Have you now taken a role in respect of the

TD’s capacity as First Lien Agent?

A.

S

No.

Someone else has that role?
There is a separate agency group.
In Toronto here?

Yes.

~That was Mr. Shiplow’s group?

Mr. Shiplow is a part of that group. There’s

NETWORK REPORTING & MEDIATION (416) 359-0305
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other people within that group that are also -- I believe

' Ron Kowpak is. the primary agént on this file right now.

Q. Ron Kowpak? . _
MR. McELCHERAN: K-o-w-p-a-k.
THE DEPONENT: Yes. There’'s a "w" in there.
BY MR. SWAN:
Q. All right. So you are not a representative
of the First Lien Agent per se?
MR. McELCHERAN: Well, okay, remember that what’s
going on here is the Toronto-Dominion Bank --
MR. SWAN: Yes. .Yes, the Toronto-Dominion Bank.
MR. McELCHERAN: is the agent.
BY ME. SWAN:
. Q. Let me put that question différently. You .
personally haven’t had any involvement as a

representative of the First Lien Agent. You have been

- speaking for the TD Bank principally as a lending party

as part of the syndicate; that’s been your involvement at
the very least?
A. I have involvement when -- if TD is for -- I

do havé involvement when TD makes decisions as an

agent.

Q. You do have involvement?

A. Yes.

Q. And you’re consulted?
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A. I'm consulted. I do not sign as TD as agent.
I would only sign as TD as a lender. So if I was
executing this agreement, I would be éigning for TD as a
1énder; not as agent.

Q. Okay.

A. But the agency group does -- we do
communicate regularly and I would be involved in
decisions -- |

Q. Right. 2and just.——

A. -- that TD would make in its agency
capacity. '

Q. Jﬁst so we’'re clear aboﬁt that, there are no
walls between TD as agent ana TD as lender; therg’s'a
free flow of communication betwéén those parties?

A. Generally. There may be times when walls are
necessary, but generally speaking, no.

Q. And as'far as you know in this case there was
no wall‘established?

A. That’s correct.

Q. And just so that we have this for the sake of
the record, the agent is authorized to speak on behalf of
the syndicate, isn’t it?

MR. McELCHERAN: Well, that is a legal question.

- The agency role in this -- the lenders in the CCAA

process, because this goes outside the document, in the
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CCAA process, it’s our position that each of the lenders
has a right to abpear as a creditorvin the process.

So there'’s agency issues whigh.are directed to
the role of the agent within the document, and thatls set
out within the document, and there’s -- otherwise, the
lenders are entitled to participate in the CCAA process,
to voteAand appear in court and do all those things.

MR. SWAN: That wasn’t really where I was going,

‘but thank you for that.

BY MR. SWAN:

Q. My question for you, Mr. Montgomery, is this,
that the purpose for having an agent 1s to deal w1th
admlnlstratlve matters and to speak on behalf of the
syndicate?

A. I agree the égent is to déal with
administrative matters. To speak on behalf of the
syndicate, I’'m not sure I agree with that.

Q. I see, Well, we’ll come.to this a little bit
later, but a discharge was given --

A. Yes.

Q. -- in March of 2008, and that was given by
the agent on behalf of the syndicate, wasn't 1it?

A. Correct.

Q. And it wasn’'t ﬁecessary for each of the

participating members of the syﬁdicate to provide that
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discharge?

A. Correct.

89 Q. The agent was authorized to speak on behalf
of the syndicaﬁé? |

MR. McELCHERAN: Well -- okay --

BY MR. SWAN:

90 Q. In that case?

MR. MCELCHERAN: The fact is that a discharge was
given by the agent. What'the agent needed to do in order
to be authorized to deliver a specific document is an
igsue that is a different point.

BY MR. SWAN: |

21 ' ¢. Right. But thé agent did purport to speak on
behalf of the syndicate at that point?

A. Yes.

MR. MCELCHERAN: I mean you're -- I don’t want to
mince words. I just want to make sure that you're clear.
Speaking for, articulatipé, a position, that’s different
from delivering a document, which is not speaking for;
it’s delivering a document.

THE DEPONENT: I’'m delivering a document on
behalf of the lenders.

BY MR. SWAN:

92 0. Just so that there’s no confusion about my

question, --
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A. Sure.
Q. -- in that case, what was required of the

First Lien Lenders or what was sought from them was this

discharge document; correct?

A. No.
Q. No?
A. The first -- all -- there was nothing

required of the lenders. The 6nly -

Q. Right.  That’s why I changed my question. It
wasn’'t required but it was provided? ”

A: By the agent.

Q. By the agent. _And the agent was providing
that on behalf of fhe syndicate?

A. Yes.

Q. Thank you. And the TD -- I don'’'t know that
this is partiéularly pertinent, but just so that we have
it clear, the TD Bank was also the Second Lien Agent for
a time until May of ‘097

A. Yes.

Q. And that role ﬁas now been taken over by...?

A. Bank of New York.

Q. Let’s mark the First Lien Credit Agreement as
Exhibit 1 to this cross-examination. So Exhibit 1 is
what we have described as the First Lien Credit Agreement

that bears the date October 26th, 20057
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EXHIBIT NO. 1: First Lien Credit Agreement dated
October 26th, 2005,

BY MR. SWAN:

Q. When did you, Mr. Montgomery; first hear of
or have any involvement with a proposed tax refund
purchase arrangement between Grant Forest and Mr. Grant
Sr.?

A. March.2008.

Q. And can you teli me how that arose? Your
involvement, Ehat is.

A. We received a proposal -- not a proposal. I
guess we were advised that Grant Forest Products was
going to breach‘it’s liquidity covenant, and in order to
avoid doing that, the shareholders intended to inject
capital in a manner that wouldn’t breach the Credit

Agreement, and we received a structure from the client

"and their counsel as to how they intended to do that.

0. wWho did you get that from?

A. I don’t recall.

0. Do you know who received it at the bank; was
it sent to you?

A. I suspect Frazer Scott at the time, and I
would suspect it came from Peter Lynch, but I mean I'm
not -- I don’t know for sure.

0. 2And did it come from Peter Lynch or did it

NETWORK REPORTING & MEDIATION (416) 359-0305

100



10
11
12
13
14
15
16

17

.18

19

20

21

22

23

24

25

105

106

107

108

109

110°

SEPTEMBER 25, 200§ - BENJAMIN MONTGOMERY 22
come from the company’s counsel?

A, I don‘t know.

Q. aAnd your belief is that it was sent to you as
a draft agreement or as a structure form of termsheet --
not a termsheet but an outline of structure?

A. I don't recall if it started as a proposed
structure or if it started off as here's the draft
agreement. I don’'t recall.

Q. 2And that was sometime in March of 2008?

A. Yes.

Q. And you believe that was sent to Frazexr
Scott? | A

A. I believe it would have -- I believe, yes,
ves, I do.

| And then how did you get involved in it?

A. Frazer would have brought -- we both managed
the file together, so we WOuld'have -~-

0. Let me just stop you there. You’re saying he
"would have." That suggests to me that would have been
the practice but you may not actually remember that?

A. I think the reason I'm saying "would have" is
that I don’t know for sure that it came from Frazer,

Q. I see.

A. PFor all I know, I got it directly from Peter

Lynch, but I . don’t recall. I think it probably came from
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Frazer.
111 Q. So you think that’s what happened but you're
not ' certain?
A. Correct. I do know for sure I saw it-
Q. So you got it?
A. Yes.
113 0. And can you produce to me the document that
was sent to the bank that you’re referring to?
MR. McELCHERAN: We don’t have it here;
MR. SWAN; Yes. No, I understand that but --
MR. MCELCHERAN: We‘can produce it.

~--- UNDERTAKING

THE DEPONENT: I would suspect it's an email.

MR. SWAN: <You’ll have to keep your voice up just -

a bit.

THE DEPONENT: Sure.

MR. McCELCHERAN: Counsel, could you help us by
showing him one if you have a copy of it?

MR. SWAN: I don't have a copy‘of it.

MR. McELCHERAN: I’m not surprised at that.

BY MR. SWAN: |

114 Q. Well, let me show you a document. There was

a structure that was .attached to certain minutes of the

board of directors meeting of March the 27th, 2008 that's

at tab A of Mr. Grant’s Affidavit, pages 23 thrdugh 26 of -
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the record.

MR. McELCHERAN: I have that.

BY MR. SWAN:

Q. I,‘of coursé, have no idea what you got or
saw, but I‘m showing you this document simply because it
is an outliné of the structure --

A. Cozrrect,

Q. -- to see if thét reminds you what you might
have received,‘whether it was an outline or whether it
was an agreemgnt. Go ahead.

A. T suspect you may be correct. What I

recollect seeing was probably the summary of proposed

sale.

Q. But you’re not certain one way oxr the
other?

A. No.

Q. ~ You may have seen the agreement?

MR. McCELCHERAN: We’ll produce what he did get.

BY MR. SWAN:

Q. And what did you do?

A. We talked to lenders’ counéel to ensure that
it -- what was proposed did not breach the Credit
Agreement.

Q. When youlsay'"we" talked to lenders counsel,

who is “we"?
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A." PFrazer and I.

Q. You and Frazer. You're certain Frazer was
involved in that conversation?

A. Yes:

Q. And who did you speak to? Did yoﬁ speak to
Linda Pieterson at McCarthys or did you speak toAMatt
O’ Meara?

A. Both Linda and Matt were involved.

Q. Because I see their names on an email that
you approved?

A. Théy were both involved in those -
discussions.

| 0. AﬁdiLinda Pieterson is a corporate lawyer,

corporate partner, at the McCarthy Tetrault firm in

Toronto?

A. Yes.

.Q. And Matt O'Meara is a lawyer in United
States?

A. With Winston Straun.

Q. In New York?

A. Yes. ©No, In Chicago.

Q. In Chiéagé?

A. Yes.

Q. So you and Mr. Scott spoke with both of
them?
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A. Either spoke to or received coxrrespondence

from them by email.

.What I'm trying to get at is either we spoke to
them or we confirmed by email that it didn’t breach the
Credit Aéreement.

Q. So YOu're not sure if you spoke to them. You
communicated with them? .

A. Communicated with them.

Either orally or by email?

- Correct.

o p

And the conclusion of that was that this
proposed structure, this proposed transaction, did not
breach the First Lien Credit Agreement?

A. And the Second Lien Crgdit Agreement.

Q. ;Or the Second Lien Credit Agreement?

A, Corfect.

Q. And do you have an email or other piece of

- correspondence in which that view is expressed?

A. TD -- in expréssing it intermnally? Or
counsel expreésing it?
Q. Well, either one.
MR, MCELCHERAN Okay. I don’'t know whether we
do or not here. What I will -- of course there’s an
issue of privilege relating to that and I want to review

it to see,
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I recognize in this context that in this
examination you’ve asked -- he’s given an answer, that he
received édﬁice of a specific nature, and so I think it’s
fair that you get production of thatladvice, but -- éndlI

thiﬁk the privilege with respect to that’s waived, but

there may be other elements of that communication which

are not waived.

So what we’ll do is I’'1l1l undertake to produce

- that- portion of that communication that’s in the

documentary record that confirms the statement he made
and excise any other advice on the basis. of privilege.
--- UNDER ADVISEMENT

MR. SWAN: Well, I’ll have to see what you give
me before I tell you whether I agree with what you've
done or not.

MR. McELCHERAN: Fair enough.

BY MR. SWAN:

Q. ©Now, when you were having those discussions
with Mr. Scott and with your coﬁnsel, you were doing so
in your capacity as a lender? When I say "you," let me
put that question more precisely since there are so many
different related entities here.

When you were having that conversation, YOu were
doing so oﬁ behalf of TD Securities, i.e. Tb Bank, in

your capacity as a lender as part of the lending
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syndicate?

A. No.

Q. In what capacity were you having that
discussion? '

.A; It would be in the capacity as agent.
Because the-lenders were not required to consent, so we
were working with the agént to ensure that the}agent
was authorized -- had the ability to execute the
document.

Q. So in this case, you were, in effectﬁ
assisting TD as agent or acting in that capacity?

A, That’s fair.

Q. 2nd did you have discussions with Mr. Shiplow

or anyone else'at 77 King Stréet?

A. I don’t specifically recollect but
Mr. Shiplow -- and I also don't knbw if it was
Mr. Shiplow or Mf. Kowpak, but whomever signed --
actually, I think it’'s part of the exhibit here.

| MR. McELCHERAN: The witness is ref-- which

exhibit are you referring to?

THE DEPONENT: This one here.

‘BY MR. SWAN:.

Q. Tab D. Tab D of Mr. Grant’s first --

A. BSo this was signed by Mr. Kowﬁak and Mr.

Murray. Mr, Kowpak was representing TD Bank as adent and
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Mr. Murray, TD Texas as agent. : .

We would have -- either myself or Frazer would
have had discussion with them to confirm that it is our
view that this transaction as proposed did not breach the
credit Agreemént.

Lenders -- the agent, I presume, would have --
when we‘provide the confirmation frém'lender’s counsel,
that would have been what ﬁhe agent relied on in order to
execute it.

Q. And, presumably, there would have been some

communication between your office in Vancouver and Mr.

Kowpak’s office in Toronto?

A. Yes.

Q. Can you produce that communication or those
communications to me?

A. If it was in writing.‘ It may have been by
phone.

-— UNDERTAKING .

Q. And if it -- okay. ‘Thank you. If it’'s in
writing, I’11 wait to see them. If it was by phoné, the
thrust of what -- was it you that would have had the
communication or you don’t remember? |

A. T don’t_recall. It would have been --
definitely would have been Frazer or I. I suspect

Frazer.
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Q. And the thrust of what would have been
communicatéd was this Tax Refund Agreement is compliant
with the two Lien Credit Agreements?

A. Yes.

MR. McCELCHERAN: And, Counsel, if it can be of
any help, you asked us to produce documents or
correspondence for the time periods, and 0qe of the
documents that I brought is an email whicﬁ has got --
which -;bone of the people in the chain is Mr. Kowpak,
and it’s in response to a request for a check into what
happened around the $20 million injection, and it
includes -- I've given it to you. Thg émail is dated
February 10th of 2009 ffom Mr. Kowpak. So if that's of
any»help, if has a description of the transaction as an
insert. .

MR.‘SWAN: I will come to that in‘a moment.

Thank you.

'MR. MCELCHERAN: Sure.

BY MR. SWAN:

Q. And what communication was there between your
office and TD Texas LLC as U.S. agent?

. A. I don’'t recall.

Q Presumably there would have been séme?

A. Yes, presumably.
Q

If that is in writing, either correspondence
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or email, can you-pfoduce that to me?

A. Sure.

- -~ UNDERTAKING

BY MR. SWAN:

Q. Mr. Murray is based in New York?

A. Toronto now.

Q. At the time though?

A. T believe he was in Toronto at the time as
well . There was a.time that he was in Texas. I believe
he’s -- I believe -- I’d have to get back to you to
confirm that. -

Q. All right. 1In any event -- I don’t really

need to know that, but he was acting as representative of

TD Texas?

"A. Yes.

Q. And what other members of the syndicate were
involvéd in this discussion? Not that discussion but any
of these communicati@ns taking place in March of ’08%?

A. None.

Q. And why was that?

A. Thére was no heed to consult lenders provided
that it complied with the Credit Agreement.

Q. And that was the view you held?

A, Yes.

Q. And so, therefore, you didn't consult them?
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A. Correct.

1l

Q. Now, you’ve said a couple of times that this
discharge wasn’t required, this partial discharge, in
2008. Why do you say that? I just want to undefstand
your evidence on that point.

A, Can you --

MR. MCELCHERAN: I‘m not sure that you're
correctly stating what he said.

THE DEPONENT: Can you point me to where I said
what you’re:referring to?

BY MR. SWAN:

Q7 Well, I‘'m not referring to anything in the
document. |

A. Okay.

Q.  What I'm referring to is in. your oral
evidence here this morning --

A. Yes.

Q. -- You have, I thought, said a couple of
times that a partial discharge was not reqﬁired°

"A. Not required for.what?

I thought that was your evidence?
I don't recall saying ﬁhat.

Q
A
Q. Was a partial discharge required?
A For what?

Q

Well, it was given.
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A, Yes.

Q. And why was it given?

A. Because we were requested to provide it.

Q. But in your view -- I thought you had said in

your view, given that this was on-side the credit

. agreements, it wasn’t required, from your perspective?

A. I think it’s consent that was not -- lender

consent was not required.

Q. I see.

A. So we didn’'t need to canvass -- the lenders
did not need to vote on is what is not required.

If it was in breach of the Credit Agreement, then
that would be gomething where you require lendexr consent.

Q. So because -- just so weirg.clear about that
then, because the Tax Refund Purchase and Sale Agreement
was compliant and not in breach of either the First ox
Second Lien Credit Agreemént, there was no need to
canvass thg lending syndicate?

A. Correct.

Q. 2nd you say that the partial discharge was
given simply because it was requested by the company?

A, Yes. We would not have provided the
discharge if not asked to do so.

Q. All right. And what communications did you

have, you or the bank have, with the company in March of
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20087 You told me that you were provided with either amn
outline of the agreement or the agreement itself.

A. Mm-hmm.

Q. What other communications did ﬁhe bank or
entities éffiliated with the bank have with GFPI in March
of 2008? '

A. I don‘t recall specifically.

Q. Were there any?

A.  There would have been some discussion. Aas to
what, you know, the form of those discussions aﬁd what
was communicated, I don’'t recall specifically.

Q. Were any of them in writing?

A. Likely.i

- Q. Would you look for those and producé them to
me?

A. Yes. ‘

MR. McELCHERAN: So let’s be clear. T want'to
make sure I write down the undertakiﬁg correctly. So the
Aundertaking is to review corfespondence with -- who?"

MR. SWAN: Between the bank -- and when I say
the "bank," let’s define -- |

MR. McELCHERAN: You mean all parts of the bank?

MR. SWAN: All parts of the bank. And
representative of Grant Forest Products, and also between

solicitors for the bank and solicitors for Grant Forest
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Products

MR. McELCHERAN: Okay. Including counsel for
each. And during what period?

MR. SWAN: At this point, March of 2008.

MR. McELCHERAN: During March 2008.

MR; SWAN: And I suppose if there is --

MR. McELCHERAN: Obviously relevant to, --

BY MR. SWAN:

171 Q. Relevanﬁ to the tax refund Purchase and Sale

Agreement. |

And I say March because the discharge was givén
in March. If there was a little bit of hang-over
»correspoﬁdence in the first couple-.of weeks in April, I
ask for that as well.

A. I suspect there wasn't.

MR. McELCHERAN: Okay.
--- UNDERTAKING

MR. McELCHERAN: Okay. All right.

BY MR. SWAN:

172 Q. 2And do you know if your solicitors were
involved, the bank’s solicitors were involved, in March
of 2008 other than the one conversation you had?.

A. Involved in what?
173 .Q. Involved in.respéct of this Tax Refund

Purchase and Sale Agreement.
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A. They were involved.to the extent that they
confirmed to the agent that there was -- that it was in
compliance with the Credit Agreement.

Q. And théy wouid have reviewed the agreemenf?

A. They would -- yes, they would have reviewed
the agreement.

They also were relying on -- and I believe

counsel for the bérrower also confirmed that that was

their view.

Q. So they reviewed the agreement. And do you

know whether they provided input into any language in the .

agreement? _
. A. I don’t know. I don’t believe that they did
though. .

Q. Can you look at Exhibit C to your
Affidavit?

A. Yes. Is that the email?

Q. Yes. This is the email from.Mr. Walker to
Ms. Piétexson and Mr. O’'Meara?

A. Yes.

Q. And T think Mr. McElcheran name is on the top
merely because he was the individual who printed the
email?

MR. McELCHERAN: Yes, it was sent to me for the

N

purpose of including it in the record.
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~Jl

BY MR. SWAN:

Q. So, it appears, looking at your Exhibit C,
that Mr. Walker, who was solicitor for the company, GFPI,
sent an email to Ms. Pietersoﬁ and Mr. O’Meara, who were
the solicitors for the bank, TD Bank?

. A. For thé lending syndicate.

Q. For the lending syndicate. And the email
says:

"In accordance with your requést, Mr. Walker

confirms his view that the Tax Refund Agreement

does not contravene either of the Lien Credit

Agreements." [as read]

Dd you know how that reqﬁest was made?

A, No, I don't. |

Q. If it was made in writing, could you produce
it ﬁo me? I suspect it’s captured --

MR, McELCHEﬁAN: Yes, it’s already captured by
the previous undertaking.

- BY MR. SWAN:

Q. And it includes ~-- "it" being this email at
tab C, Exhibit C to your affidavit -- concludes by
saying, Mr. Walker saying, "Please confirm that the
foregoing also reflects your views" -- fyour" being
solicitors to the syndicate. Do you know whether they

responded to Mr. Walker?
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A. No, I domn't.

MR. McELCHERAN: Again, it will be covered by the
undertaking so -- if they communicated in writing. But
just so we're clear, Counsel, becauge I'm confused about

this line of questioning,.there’s no doubt that our

position is that the agreement -- there’s no disagreement
about -- with the statement that’s made in the Affidavit
. as far as -- in this email. : : ;

MR. SWAN: Thank you.

MR. MéELCHERAN: We’re not in any way debating
whether this complies orvddesn’t comply. We agree that
it does.

BY MR. SWAN:

Q. Okay. And that correspondence looks like if
there was a reéponse to this, it probably was right at
the beginning of April since this was sent the last day
in March?

A. That's true.

Q. Now, you have brought with you some emails

this morning, and one of them is an email from February

‘the 10th, 2009°?

A, Yes.

Q That you wrote to Bill O'Connor?

A. Yes.

Q And it’s found at the bottom of an email'from
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Mr. Kowpak to Mr. O’Connor, copied to you?

MR. MCELCHERAN: Yes; This is the one.

THE DEPONENT: Yes.

MR. McELCHERAN: It starts off with Kowpak,

O’ Connor, Mdntgomery.

THE DEPONENT: Right.

BY MR. SWAN:

Q. So you recéived this email chain?

A. I initiated it.

0. And you ultimately received the email on the
top?

MR. MCELCHERAN: This oneé.

THE DEPONENT: The one from Ron, ves. Mr.
Rowpak, vyes.

BY Mﬁ. SWAN:

Q. 8o let’s mark then as thé next exhibit, I
believe it’s Exhibit 2, an email chain which has as its
last email an email from Mr. Kowpak to Mr. OfConnor
copied to Mr. Montgomery.aﬁd others on February lb, 2009,
at 6:45 p.m. |

EXHIBIT NO. é: Email Chain, the Last Email being
from Mr. Kowpak to Mr. O’Connor dated February 10, 2009,
at 6:45 p.m. '

BY MR. SWAN:

Q. And let’'s begin with the email that began
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this chain. ‘And we're a little bit out of context or cut
of time line here because there are some events that
happened betwéen March of 2008 and February of 2009, but
I refer to this email at this point because it appears té
contain a summary prepared by the TD Bank of the Tax
Refund Purchase and Sale agreement that appears at rage 2
and on to page 3 of the email that we just marked as
Exhibit 2; correct?

A. Correct.

Q. 2And focussing on that summary, it looks like
that summary has‘beenbdrawn'from or cut and pasted from
another document that was prepaied in 2008°?

A. Yes.

Q. Is that correct?

A. That is correct.

Q. And what was that other document?

A. It was an internal credit.

MR. McELCHERAN: Okay, internal credit, maybe you
have to expand what "internal credit” means.

BY MR. SWAN:

Q. What do you mean by that?

A. Tt's an internal document -- it’'s a ddcument

- prepared for internal use that the bank will use to opine

on credit -- well, it could just be a general update. So

there could be no internal approvals -- it’s just the way
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we used to document credit issues or to meke credit
decisions or to‘provide updated material. .

Q. So it’s an internal memorandum that records
facts that are relevant to a particular borrowing?

A. Facts and opinions.

Q. Facts and opinions that are relevant to a
particular loan or a particular crédit faciliﬁy?

A. Yes.

Q. And who prepared the -- this internal\credit
memorandum that we. see excerpted here in Exhibit 27

A. Myself and an assbciate that works with me.
Who was that?
Chris sSfikas.
That’s spelled S-f-i-k-a-s?
Yes.
He worksAunder you?

Yes.

o p o p o PO

And when was that credit memorandum
prepared? | ,

A. I don’t know the exact date but prior to
Maréh 3lét. So I would suspect sometime in March.

Q. March 31, 20087

A. Yes.

Q. BAnd the context is that you have been

provided with the Tax Refund Agreement or an outline of
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the agreement?

A, Yes.

Q. And then you have provided a Summary‘and
opinion.in relation to it?

A. Summary and, opinion from?

Q. From you.

A I -- well, you were saying I was provided.

Q. No. You provided?

A Yee, I provided a summary and opinion.

Q. And is this memorandum addressed to anyone in
partlcular or does it just go in the. flle?

A. It’'s not addressed to anybody in partlcular

It would have gone to our risk management group.

“a

Q. In Toronto orxr Vancouver?

A, Toroﬁto.

Q. Would it have been sent to Frazer Scott?
A. No.

Q. He didn’'t see it?

A. He may have seen it but he wouldn’t -- it

would not have been sent to him.

Q. Might he have seen it before it was sent to
your risk management group?

A. He mey have.

Q. Might he have commented on it and edited

it
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A. He may have.

0. You don’t recall one way or the other in this
caée?

A. I don't recall.

Q. Can you produce to me that original internal
credit memorandum?

MR. McELCHERAN: Yes.

- -~ UNDERTAKING

BY MR. SWAN:

0. BAnd did this credit memorandum play any role
in the TD Bank’s conclusion that the Tax Refund Agreement
was compliant with the First and Second Lien Credit
Agreements? .
| A. No. We relied on counsel for that opinion.

Q. ©So was there a specific purpose for this
credit memorandum .or was it»simpiy to document the
bank’'s perspective on the matter?

A. It would have been provided just as an update
to the file as to what’s going on.

Q. And when it was sent to your risk management
group, why is it sent to them?

A. That’s where all of these -- the whole
purpose of this is‘to be keep our risk management group
up to date. So any credit memorandum that’s produced |

would ultimately go to our risk management group.
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Q. Would you have received a response from the
risk management group?

A. Yes, I would have.

Q. What did they éay”to you?

A. I don’t recall. 1I'd have to producé it. But
it could be anywhere from "noted" to "authorized,"
depending on what thé naturé of the -- I don't recall
exactly if there was other elements to this credit.

MR. McCELCHERAN: We’ll produce it and we’ll see
what it says when we get it.

MR. SWAN: Thank ybﬁ.

?HE.DEPONENT: But there would have been sgome
sort of a response.

BY MR. SWAN:

Q0. And was an affirmative response from them
necessary before you in éffect.signed_off on this?

| A. No. We just needed a confirmation from
iender's dounsel that it was ih accordance with the
agreement -- lender’s counsel.
| MR. McELCﬁERAN: In looking at the document,
there’s no request.

MR. SWAN: We only have an excerpted version.

MR. McELCHERAN: Right. fou’re absolutely
corréct. 8o when we see the whole document, we’ll see

whether or not there’s a request and a response to the
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request.

BY MR. SWAN:

Q. So looking at your summary, the second bullet
point indicates that tHe capital will be injected in a
manner that does not require any consents from the
lenders. And were you in effect recording what you had
been told by your counsel or was that your own
conclusion?

A. A little-bit of both.. I mean that was -- I
agreed with the opinion ffom our counsél.

Q. And in the third bullet point you note that

the capital will not be injected as equity?

A. Yes.

Q. And that was'your.perspective at that time?
A. Yes.

Q. And remains your perspective today?

A. Can you rephrase that?

Q. You haven'tlchanged yvour mind on that

point?

MR. McELCHERAN: Okay, there’s a question -- T
think the confusion is because there’s a subsequent
events which is causing confusion in the witness’s mind.
You’'re asking about tﬁis transactién, whether thisg

transaction was equity?

MR. SWAN: Yes.
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BY MR. SwAN:

Q. This transaction, the tax refund purchase
transaction, was not equity?

A. T never viewed it as equity.

0. And you continue not to view it as an equity
injection?

A. Yeah, that'’s correct.

Q. And yoﬁr understanding now, looking at the
fourth bullet point, and specifically item Romah IT undey
the fourth bullet point, your uﬁderstanding at the time
that you prepared this crediﬁ memorandum was‘that the
borrower -- that’'s GFPI; correct?

A. There's other borrowers but that’s the
primary. |

Q.. The primary borrower being Grant Forest
broadly defined?

MR. McELCHERAN: And it is -- that borrower has
the returns.

THE DEPONENT: Right.

MR. McELCHERAN: That GFPI's borrower has the tax
returns.

THE DEPONENT: Yes. When we refer to the
"horrower," it’s --

BY MR. SWAN:

0. And the purchaser is Mr. Grant Sr.?
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A. Yes.

Q. And looking then at the bullet point'4 Roman
sub five, at the time yqu'prepared this wmemorandum, it.
was your expectation that'fhe purchaser, Mr. Grant, would
receive the proceeds of the 2008 tax refunds in iate
20087

-A. Yes.

0. 2and that Mr. Grant would receive the proceeds
of the monetized ‘09 tax refunds in 20097?

A. In 2009 I dom’t recall if I had a sense of
timing.

Q. Well, you say late 2002.

A. Okay, then there it is.

0. And you note in the sixth bullet point at the
bottom, towards the bottom of the page, that the,
structured -- you call it the "highly strﬁctured nature
of this transaction is not so that the shareholders can
avoid injecting straight equity." [as read]

That was not the purpose of this structure%

A. Actually, I believe that’s a typo.

Q. You believe the word "not" should not be
there?

A. Yes.

MR. McELCHERAN: The reason for that conclusion

is the next sentence is inconsistent with it.
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THE DEPONENT: Right.
BY MR. SWAN: |

236 :Q. And one of the -- while we're on this point,
one of the reésons that this was done in two phases was
that tﬁe $10 million figure, the maximum U.S. $10 ﬁillioﬁ
figure, each vear was necessary to stay on-side the First
Lien Credit Agreement?

A. And the Second Lien.

237 | Q. And the Second Lien Agreement. So you
couldn’t do both transactions, both $10 million tranches,
in one calendar year?A

A. Correct.

238. Q. And the reason that the second tranche was on

Januéry 2nd, the first'bﬁsiness day of '09( wag simply to

have that mechanic of putting it in the second calendar

year?
A. .Yes.
239 Q. Correct?
A. Yes.
240 Q. And then can you read the last bullet
point?
A. "ID as Agent (for both 1lst and 2nd lien} will
provide the partial discharge of security (refer (ii)
above) referred to above..."

241 Q. Carry on.
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A. "... the basis of an opinion from lenders’
counsel that the\stfucture does not conflict with the

credit agreement."

Q. And indeed you Qot that confirmation, didn’t
you? | ’
A. I assume that we did.
0. And it was your perscnal view that this
structure didn’t conflict either.of the Lien Credit
Agreements. ~You've already told me that; right?

A. Yes.

Q. Now, if you look at paragraph 7 of YOur

Affidavit, you make reference to this language that Mr.

Grant- had used in his Affidavit, that the Tax Refund

Agreement was devised and structured in a particular
T _

way?

A. Yes.

Q. But just to be clear about this, before March
31, 2008 ﬁhe bank knew how the agreement -- on or before

March 1lst, 2008 the bank knew how thé agreement was
structured, didn‘t it?
A. It knew how it would. It hadn’t been closed
at that point. So we knew how it would be structured.
Q. In fact, it was closed on March 1, 20087

A. But we knew how it would be structured,

yes.
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Q. And the bank goﬁ a copy of the agreement?
A. We have to -- we will produce -- whether it
was a draft or the final form, I don't recall:
Q. But you knew‘what-the structurg was?
A, Yes.
Q. And you don’t think that' the agreement

itself -- I take it you’re not asserting that the

agreement itself is inconsistent with the structure that

you were told about?

A. I'm not, no.

Q0. 2nd so this referenc¢e to the fact that the
agreement was devised and structured to comply with the
credit agreements, that was something -- the manner in
whiéh it was structured was something the bank knew about
at the time, wasn’'t it?

A. Yes.

Q. And having reviewed that, came to the view

“that this was compliant with the credit agreements?

A. Yes.

Q. And the bankvcertainly didn‘t say to the
company, "Do not do this"?

A. We didn’t have the ability to say that.

Q. Well, whether yoﬁ had the ability or not, you
didn’ﬁ say it? |

A. . No.

NETWORK REPORTING & MEDIATION (416) 359-0305



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

254

255

256

257

SEPTEMBER 25, 2009 BENJAMIN MONTGOMERY 51

Q. BAnd the bank, as agent, provided discharges
on March 31, 20082

A, ‘Yes.

Q. And just looking at those discharges, they're
in Mr. Grant Sr.’'s Affidavit at tab D. We looked at them
earlier. Those discharges specifically reference the Tax
Refﬁnd Purchase and Sale Agreement as of March 31, 2008
in the "re" line, don’'t they?

A. Yes.

Q. Can you provide me, and I think this is
érobably captured by the earlier undertaking, but can you
providé me with either the email orbthe letter that
enclosed these discharges?

MR. McCELCHERAN: = T will.

--- UNDERTAKING

MR. SWAN: I think it'’s probably captured, but no
sensé in. not being specific. |

BY MR. SWAN:

Q. So looking at paragraph 7 of your Aifidavit,
the bank, in fact, had no objection to the mannér in
which this agreement was structured, aid it?

A. No, I don‘t think that’s -- we didn’t have an
opinion one way or another. Our focus was solely that it
was in compliance with the credit agreement. We didn‘t

have the ability to object to it, so.
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Q. Well, you at no point communicated any
objection to the company about this agreementé

\ A. That's true.

Q. Now, in paragraph 8 of your Affidavit you
refer to an excerpt of certain pafts of the Credit
Agreement that may be relevant to the issues on this --
on this motion. Was it you that identified these four
elements that you thought were relevant'ér was it
somebody else?

A. TFo¥ which purpose?

Q. For the purpose'of your Affidavit?

A. It was me.

Q. You went through the égreement and identified
those four elements? |

A, Yes.

0. Buﬁ you weren't purporting to give a legal
opinion or anything like that?

A. No. II was just identifying areas that I
fhink are relevant here.

Q. And then in respéct‘of~paragraph 9, who
identified these elements of the agreement; did you do
that or did somebody else?v

A. Do which?

Q. For the purpose of your Affidavit, who

identified these elements at A through I of sub 9; was it
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you or was it somebody else?

A. I mean McCarthys was involved in drafting
this. I don’t recall if --

Q. Well, did you say, "I want to refer to these
eight .or nine elements of the agreements" of aid gomeone

else sort of prepare that_for'you and you looked at it?

A. It certainly was prepared and I looked at it.

I had opinion on it as to what should be included. I
don’t specifically recall which ones, if I specifically
said this is missing and I want to inclﬁde it.

Q. Just take a look at paragraﬁh (h), for
example, 29(h). It refers to the fact, or’it says, that

the obligation to deliver the traﬁsfér was not secured

such that any loss suffered by Mr. Grant was an unsecured

claim}against GFPI?

A. Correct.

Q. You’re not purporting to express a legal
opinion there, are you?

A. No. This is my intefpretation of the
agreements.

Q.  Right. But you're not a lawyer?

A. T am not a lawyer,

Q. And it’s really for the court to decide what
is a secured and unsecured claim, isn’t it?

A, Agreed.
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MR. SWAﬁ: Why don’t we take a five-minute break.

- Recesé taken at 10:44 AM.

--- Upon resuming at 10:53 AM.

BY MR. SWAN:

Q. 8o as of Mérch 31, 2008, the bank was content
with this Tax Refund Purchase and Sale Agreement
structure?

A. I don't knéw if that's fair. The bank
believed the structure was in compliance with the credit
agreement.

Q. Right. And presumably the bank was not
unhappy that $20 million went into the company as a form
of cash Flow?

A. I think that the fact that $20 million was
necessary to be injeéted to maintain compliance with
covgnants wés a great concern for thecbank.

Q. But the fact that it went in as opposed to
didn’t go in was .something that the bank would have been
pleased with? |

A. XNot necessarily.

Q. You’d rather that thé money hadn’t gone in?

A.. I think at the time, you know, to be honést,
we might have been happier if the loan had simply been

repaid rather than, you know, if they were going to

default on it.
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Q. Aside from the loan being repaid, if the
options were status quo no $20 million, status quo plus

20 million, you’xre happier with status gquo plus $20

‘million, presumably?

A. DNot necessarily.

Q. Not necessarily?

A. If they breach a covenant and they have to
come back for waivers, I have the ability -- the lenders

may have an option to review pricing, to review other

terms of the facility.

Q. Anyway, you told me you didn’t object to it;
right?

MR. McELCHERAN: You didn’t object.

BY MR. SWAN:

0. Didn’'t object?

A. The bank did not object.

0. Right. ILet’s move forward. In the fall of

2008, the company receives its 2008 tax refund and it

- pays out approximately U.S. $10 million to Mr. Grant.

The bank became aware that?

‘T don’t think we were ever advised.

But you expected that was goin§ to happen?
Yes.

And you knew that was the structure?

» o » oo

Yes.
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Q. Aﬁd then this mechanic of the 2009 closing
for January 2, ‘09 is coming up. And when did the bank,
TD Bank, became're—engaged in any issues concerning the
Tax Refund Purchase and Sale Agreement?

| A, What are you -- can you explain "engaged" I
guess.

Q. When did you next hear or to your knowledge
anyone in the bank next hear of ény matter, lssue ox
otherwise concerning the fax Refund Sale Agreement after
March of 20087

A. When we got the notice from Peter Grant --

when Peter Grant filed the -- what do you call it? This.

(Indicating)
MR. McELCHERAN: The motion.
THE DEPONENT: Yes, when the motion was filed.
BY MR. SWAN:

@. Maybe you’re taking my question too

literally. Did YOu have any involvement or any knowledge

of any issues involving the tax refund purchase and sale
agreement in the latter part of 20087?

A. I think I need you to explain what you mean
by "issues."

Q. Well, did you do anythihg in the latter part
of 2008 that was in any way connected with this Tax

Refund Purchase and Sale Agreement?
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anything more limited than that.

A. Okay.

Q. When did you next -- after March 31, 2008,
when did you next think about -- |

A So you’re wondering --

Q. Let me finish and then you can speak..

A Sure.

Q. When did you next think about or have any
involvement with this agreement after March 1, 20087

A. Okay. So the clarification is helpful
because I think it’s -- I didn’t have any involvement but
I did start thinking about it in early February of 2008.
Nine, sorry, early February 2009.

Q. Nothing before then?

A. I think I started discussing it internally

with in my cdlleagues in February. I may have thought

about it prior to that.

Q. Were there any communications between the
company and the bank in December or January -- December
2008 or January 2009 that were in any way connected with
the Tax Refund Purchase and Sale Agreement? |

A. Not that I'm aware.

Q. (Could you look and advise me, and if there
were, préduce them?

MR. McELCHERAN: Yes.

NETWORK REPORTING & MEDIATION (416) 359-0305

136



10

11

12

13

14

.15

16

17

18

19

20

21

22

23

24

25

285

286

287

288

289

290

291

SEPTEMBER 25, 2009 BENJAMIN MONTGOMERY 57

A. No.

Q. And do you know to your knowledge did anyone
else in the bank do anything that was in éﬁy way |
connected with this Tax Refund Pﬁrchase and Sale
Agreement? |

A. I'm not aware and I don't believe so.

Q.. What about any other lenégrs in the lending
syndicate?

> A. I couldn’t answer that. I‘m not aware.

Q. So there are some emails that you have given
me in the very least in the early part of February,
Exhibit 2?

A. Yes.

Q. Is an email from you to Bill O’ Connor?

A. Right.

Q. That -- dated February 10, 2009, that

provides Bill O'Connor with a summary of this Tax Refund

. Purchase and Sale transactions?

A. Yes.
Q. So obviously the issue surfaced again and
came into your consciousness, didn’t 1it?

A. Yeah, it surfaced internally. So I was

‘taking your question as being was I involved with

anything -- yes, we were thinking about it internally.

Q. Okay. I didn’'t intend my gquestion to suggest
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-~ - UNDERTAKING
.-BY MR. SWAN:

Q. And do you know anything about a request for
a discharge in late December or early Jan-- late Dgcember
2008 or eaxly January 2009? |

A. I know from our agent that no request was
ever received.

Q. Who told you that?
Ron Kowpak.

When did you learn that?

oo P

There’s an email included in the exhibits
here. ‘

Q. It may be Exhibit 2.

A. Dated September the. 10th where I asked Ron to
confirm that. |

Q. September the 10th?

MR. McELCHERAN: It is the one that’'s Exhibit 2,
I believe.

THE DEPONENT: So this email Ron did confirm,
probably September 13th or 14th, somewhere in that area,
that he never did receive a requést.'

BY MR. SWAN:

Q. I see. So looking at Exhibkit 2,. on February
ioth, 2009, you asked Mr. O’Connor -- sorry, Mr. O’Connor

asked Mr. Kowpak to see if security was discharged, and
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Mr. Kowpak writes back to Mr. -O'Connor and copies you and

says -- this is again in Exhibit 2 -- by email February
10 --. |

A. Yes.

Q. ~-- 2009 that the only discharge was the one

from March of 08 and he hadn’t received a request on the
709 to this point? |

A. Correct. And he reconfirms that in
September. So subsequent to February 10th he had not.

received such a request.

Q. DNow, when did Mr. O'Connor become involved in .

the GFPI matter?

A. January of 2009,

Q. &nd is he in a special department of the
bank?

A. He’s in the same department that I'm in.

Q. Why did he become involved?

A. He has restructuring experience.

Q. And how did-it come about that you prepared
this email to Mr. O’Connor on February 10th? What
preceded thig email?

A. We were in the process of developing a
termsheet that would be used as a means, I guess, for the
First Lien Lenders to consider restructuring their credit

facdilities to enable the company to continue to operate
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as a going concern.
Q. Keep your VOiée up.
A, Yes.
Q. Who made that request of you?
.A. When Ivthink of request, I think of an

official request. We never received any official request

to do that.
Q. This is a lower case "R" request?

A. Yes. BSo we were working with Peter Lynch

. primarily. That would be the primary.

Q. Was Hap Stephen involved? H-a-p
S~t—e—p—h—e-n..

MR. McELCHERAN: Yes, it’s p-h.

THE DEPONENT: Those would be the two primary
people that wé were developing the term sheet with.

BY MR. SWAN:

Q. When did that process start either informally

or formally?

A. So informally talking about it.

Yes.

Q
A. January, I would say.
0 Middle January?

A

Probably middle, yes. Early to middle.
As far as putting a termsheet together, I'm going

by the date of these emails. I believe the first cuts to
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the termsheet would have been in early February.

Q. Can you look at Exhibit E to Mr. Grant's
first Affidavit? | |

MR. McELCHERAN: Hang on. "EJ is,..?

MR. SWAN: It’s an email from Mr. Lynch.

THE DEPONENT: Yes.

BY- MR. SWAN:

Q. -- dated June 19th, 2009 and he deep briefly
described some facts? °

| A. Right.

MR. McELCHERAN: Just so you know, Counsel, this
is clearly hearsay. It was'prepared ‘08, June of ’09,
So descriptidn here, it’s fine to ask him some questions

about whether he agrees or doesn’t agree with statements

‘here, but in my point of view, without confirmation from

ahother source, I would have said this is hearsay. But
let’s -- with that qualification, ask away.~

MR. SWAN: You can, of course, take whatever
position you would like on the motion, and, indeed, we've
looked at a number of documents written by other people,
haveﬁ't we? ’

MR. McELCHERAN: Yes.

BY MR. SWAN:

Q. So, Mr. Lynch says:

"Following the end of the financial quarter in
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which the 2008 tax rebate transaction was closed,
the company and the agent received strong |
objections to the transaction from two of. our
lenders who felt that it should not have been
proceeded with nor the releases given by the
agent without the express consent of the lenders
themselves." [as read] ."

Do you know whether that in faét happened?

A, I am ﬁot aware. A |

Q. You don’t know one way or the other?

A. No.

Q. You told me earlier that your perspective was

that the consent of the lenders and the syndicate wasn’t

required; right?

return.

A. In March of 2008 with respect to the 2008

Q. Keep your voice up. And he then goes on to

~say in the next paragraph:

"The issue of executing the transfer of a portion
of the 2009 tax rebate to Peter Grant Sr. and the
discharge of security was discussed in Q1 2009 by
both myself, Mr. Lynch, and our CFO, Eric Davis,
with the first and Second Lien Agent. We were
advised that the agent would not provide the

discharges without the direct authoxrity of the
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requisite number of First and Second Lienv
Lenders." [as read]

What do you say about that?

A. I was not involved in those discussions.

Q. You had nothing to do with that?

A. No.

Q. But iltake it you don’t have any information
to contradict that statement?

A. Correct.

MR. McELCHERAN: Well, the statement is a
statement made in June ‘09 by a person who is not ‘an
affiant, not under oath, describing discuséion that
happened before in January or whenever, some other time
in 109. ‘I.object to its -- tﬁe docuﬁént itself as being
evidence.

Now, whether or not -- and we can take that
position on the motion or whatever, but the point is this
witness isn’t in a position to confirm either one of
those statements.

Q. You don’t know one way or the other?

A. Whether the statement was made?

Q. Whether that happened. The statement was
made but -- madé in this émail, but you don’ﬁ know .
whether in fact this happened -- you don’t know one way

or the other whether the agent would not provide the
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discharge without the direct authority of the requisite
number of First or Second Lien Lenders.

Do you kﬁow whether or not. that happened?

A. I suspect he’s referring to a discussion with
Bill O'Connor, but I was not party to those discussions.

Q. Do you know about that discussion?

A. Well, no, I don’t,

Q. Have you been told about that discussion?

A. I do know from Bill that this -- that this
would. have been our position. |

Q. What did Bill tell you in this regard?

A. That as -- you know, in order to -- in order
to continue to'support the combany'and, you know, put é
structure in place that would allow it tb continue to
operate, Fhat the lenders would look for the 10 million
to remain in the company --

Q. Okay.

A. -- in order to induce the lenders to continue
to fund,'or to céntinue to forebear, I guess, or continue
to re -- to restructure the credit facilities to allow it
to continue to operate.

0. But the sentence that we just referred to
says, "We were advised that the agent" --

A. Right.

Q. -- "would not prowvide" -- and the agent at
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that time, both agents, was the TD Bank?
A. Yes.
Q. The agent would not provide discharges

without the requisite direct -- the direct authority of

the requisite number of f£irst and Second. lLien Lenders.

Did Mr. OfConnor tell you anythihg about that?

A. No.

Q. So you don’t know whether that’s accurate one
way or the other?

A. I think it’'s fair that Bill may have told him
that that’s TD’s position. Whether the agenf
specifically said thét, I don't'-— I have no idea.

Q. Okay. Well, the ageht was TD? l

A. Yes. Soriy, I -~ when I -- I typically think
of the agent itself as Mr. Kowpak, or his group.

Q. And you haven’t spoken to Mr. Kowpak about
what he said in this specific context?

A. Well, other than that he’d never received a
requeét to release. |

Q. Right. But.abbut this specific issue about
not providing discharges without the requisite number of
First and Second Lien Lenders? |

A. I haven't spoken to him about that.

Q.‘ And indeed your view that you told me earlier

in the context of the March 2008 events was that the
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consent of any number of members of the syndicate wasn't
required; they weéren’t entitled to a vote?

A. Yes.

Q. And this document then goes on to say: “TD
Bank also indicated that in ifs position as one of the
First Lién Lenders it would not be supportive of the
request"? [as read]

A. Right.

Q. Now that’s something that you prabably do
know about?

A. That’s something the bank certainly -- TD, as
a lender, in the -- in putting'together a termsheet, T
guess, or é gset of terms, that the banks may consider
amending their facilities to continue to allow the
company to 6perate, you know, that the 10 million was
important, the company needed it from a.liquidity
persﬁective, and TD as a lender, you know, in order to
extend our terﬁ and to relax covenants, that is certainly
one of the things we wQuld have looked for to -- would
have looked for the 2009 tax refunds to remain in the
company in.order to execute on the proposed termsheet.

Q. So, in effect, the bank was saying to the
company, “Don’t pay him the money"?

| ‘A. Well, the company was showing us that they

needed the money from a liquidity perspective and in
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their forecasts and budgets and in the termsheets we
providéd them, that was one of the terms that was --
keeping'the 2009 tax refunds in the company was a
covenant within the proposed terms and...

Q. In effect, I think you say in your Affidavit

that the bank required the company to keep --

A. Yes.
Q. -- the $10 million?
A. That was an express term in the -- or that

was a covenant in the draft termsheet.

Q. That was something the bank required the
company to do?

A. In the context of a restructuring.

Q. and --

A. So this is not in context as -- this is in
context if we go out and amend the credit facilities,
this is something that we look for to happen.

Q. But this sentence is a little bit different.

It says TD Bank also indicated that in its position as

one of the First Lien Lenders, it would not be supportive

of the request?
A. Yes.

Q. So the TD did not support the request that
the discharge be given?

A. I don’'t recall ever getting a requesﬁ for a
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discharge. In fact, I know from the agent we never
did.

MR. MCELCHERAN: I think -- I‘'ve given you a lot
of liberty in cfoss—éxamining him about somebody else’s
hearsay statement, but you’ve got as far as 1 think you
can on that.

MR. SWAN: Well, I'm just using this as a point
of reference. I'm reaily interested in what his evidence
is.

THE DEPONENT: Yes.

BY MR. SWAN:

Q. And thaﬁ is the bank wanted the 10 million
bucks to stay in the company? .

A. In the context of a restructuring, yes.

Q. What about not in the context of a
restructuring?

A. T don’t think that matters one way oxr

another. You know not in the context of restructuring,

there’s contracts in place that we, you know -- we
weren’t talking -- we were talking -- the discussion at
the time was with respect to a termsheet. It wasn't with

respect to a request to release security on the 2009

taxes.

0. Well, and in fact the bank wasn’t in a

position to -- or was it in a position to compel the
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company to retain the money?.

A. We were in a position to eompel them‘to the
eitent that in order to entice lenders to restructure the
credit facilities we thought it would be in their best
interests to keep it in company and, in fact, that is
what they were showing in their budgets as was needed.

Q. And that is ultimately what you required in
the straw man termsheet?

| A. Yes, therxe was a covenant in the termsheet.

Q. I think this is already covered by a prior
request. I asked you for correspondence and emails in
December 08, January ’09, but I‘'d like to see whether
there are any communications iﬁ respect of the bank’s
position on providing a discharge in respect of the 09
refund?

MR. McELCHERAN: Well, the -- yes, we'll give you
the undertaking. I just Want to be clear about it. The
communications regarding -- from the bank?

MR. SWAN: Well, exchange between the two of
them, bank and company or bank’s solicitors and
coﬁpany.

MR. McCELCHERAN: Regarding a request for a
discharge?

MR. SWAN: Yes. Well, in which the bank'’s

position.
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(REPORTER’S NOTE: Telephoné rings.)

MR. SWAN: Go ahead.

--- Discussion off the record.

MR. MCELCHERAN: So the éommunications‘between D
and -~- | |

MR. SWAN: Company.

MR. McELCHERAN: Company, GFPI, or counsel --

MR. SWAN: Or counsel. |

MR. McELCHERAN: Requesting or --

MR. SWAN: Not requesting?

MR. McELCHERAN: Not requesting --

MR. SWAN: But dealing with.

MR. McELCHERAN: Dealing with --

MR. SWAN: Either partial discharge transfer
documenﬁ or the barnk’s position on whether it wanted the
monies, the $10 million, retained by the company.

| MR. McELCHERAN: Okay. Well, we have given you
stuff about the termsheet which says thaf.

MR. SWAN: Yes.

MR. McCELCHERAN: So bank’s position... And of
course we’re talking about refunds that still haven’t
been received; right?

MR. SWAN: Yes.

- -~ UNDERTAKING

BY MR. SWAN:
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Q.. So you had told me earlier, Myr. Montgomery,

that there were informal discussions in -- starting at

‘some point in January of 2009 that Mr. Lynch might have

been involved in, that Mf. Stephen might have been
involved in. Dé you recall being part of any of those
discussions?

A. Yes.

Q. And was the tax refund discussed in any of

those January '09 discussions?

A. No.
Q. It was not?
A. No.
' 0. How did it arise internally at the bank?
A. I was preparing the draft termsheet.
Q. Yes?
.A. I thought about the issue and -- I thought

about the issue, I put in a negative covenant that it

remain in there, and we provided that termsheet. Bill

‘and I were preparing that termsheet. That termsheet was

provided to Hap Stéphen and Peter Lynch.

After the term sheet was provided, I don’t recall

‘ever having any discussion on it.

Q. Now, looking at Exhibit 2 again, Exhibit 2
doesn’t reference a termsheet. 8o does this email of

February 10 --
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A, Yes.

Q. Does that predate your preparation of a draft
termsheet?
A. No. This would have been -- at the time I

was preparing the termsheets, Bill had not been involved

in -- had no knowledge of the issue.
Q. "The issue" being the tax refundé?
A. "The issue" being the tax refunds. So to

give him some background; I sent him this email to give
him some insight as to why I was putting that negative
covenant into the termsheet.

Q.' Now, you say in this email, "T didn’'t --" I'm

looking at the one that was sent at 4:22 p.m. on February

10, 200097
| A. Yes.
Q. You say in the email: "I didn‘t bring it up
on the call because not sure if Hap knows about it." [as
read]

What does that mean?
A. I wasn't aware of whether Hap was aware of

this structure or -- it had never been discussed

before.
Q. The tax refunds?

A. The tax refunds had never been discussed in

any discussions, so I didn‘t -- this is mentioned in the
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context that we didn’t talk about it on the call but I
was going to put it in the termsheet,

Q. And what was the call?

A. There were several calls, I guess, to discuss

terms on which the lenders may look to -- or that 1D,

anyway, may be supportive of amending the credit
facilities, and then take that out to the other lenders
as a basis for which everybody would --

Q. 8o why didn’t you want to bring up this tax
refund issue about Hap Stephen?

A. T didn’t know if he knew anything about it.

Q. So what? '

A. The context was I was just going to stick it
in the termsheet and see how they reacted.

Q. Why? Why did you decide to do that? .

A. I wasn't sure if it was an issue or not.
We’'d find out if it was an issue after weAgave them the
termsheet and it never was discussed after that.

Q. And you say: "Tf we restructure, we would
want to make sure that the shareholders do not take this
payment -- take payment on this deposit"? [as‘read]

A. Right. | '

Q. Was that your -- did you instigate that
thought? - |

A. Yes.
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369 Q. That was your decision?
A. Yes.
370 Q. And prior to writing it in this email, had

you discussed it with Mr. O’Connor or Mr. Scott?
A. Mr. Scott was not involved with the file at
this time. Just Mr. O’Connor.
I had talked about it with Bill probably just
prior to éending him. this email,. told him of the issue.
The pbint of this email was to give him some
background on the structure.
371 Q. Well, you gave him some background on the

structure but you also made a clear suggestion,

proposals?
A. Yes.
372 Q. Two things: You didn’t want TO raise it with

Hap Stephen because you thought it would be better to
deal with this just by putting it in the termsheet;
right? | .
‘ A. Right.

373 o 0. BAnd, two, you wanted to communicate to Bill
O’ Connor that in your.view -- |

A. Yes.

374 0. -- the bank should insist that this stay in

the company, this 10 million bucks?

A. TIn the context of a restructuring, ves.
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Q. 2and if you would look at another document
that you provided for me --
A. Yes,
Q. -- the substantive part of which is a

February 12, 2009 email from BRill O’'Connor --

A. Yes.
Q. -- to Glen Gibson and Adam Newman?
A. Yes.

Q. And you received a copy as well?

A. Yes. Okay.

MR. McELCHERAN: This is the Februafy iz, 097

MR. SWAN: February 12, '09.

BY MR. SWAN:

0. February 12, ‘09, 2:25 p.m. from Mr. O’Connor
to others.

And Mr. Newman and Mr. Gibson are?

A. ‘So Mr. Gibson, wé’ve already talked about his
role. He’s a managing director at TD Securities and he's
head of credit originatiom. |

Mr. Newman is also a managing directof of TD
Securities and he heads credit manégement. Both credit
originaﬁion‘and credit management are subsets of
corporate. credit.

Q. 2And who is Grant Wice, W-i-c-e?

A. Grant Wice is managing director at TD

NETWORK REPORTING & MEDIATION (416) 359—0305.
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~J1

_ Securities. At the time he was -- he was who I would be

reporting to at the time.
Q. and the context of this is an outline of a
étructure leading to a termsheet?

A. TYes.

Q. And on the third page I.see that there is a
reference to-the tax refunds, although it says 20 million
instead of 10 million? .

A. Right.

0. Is there any other reference to that tax-'

refund issue in here? I didn’t see one but perhaps you

can have a look.

A. Do you want me to look right now?

Q. Yes, please.

A. Sure. That is the only reference 1 see to
it, to the tax refunds.
. Q. Let’'s mark that email‘cﬁain -- really, it’'s
just one email, in effect, as Exhibit 3, It’s the email
of February 12, 2009 at 2:25 p.m. from Mr. O’ Connor.

EXHTBIT NO. 3: Email dated February 12, 2009 at
2:25 p.m. from Mr. O'Connor. -

BY MR. SWAN:

Q. All right. Moving.from February 12, you've
provided another email from Mr. O’ Connor, this time to

Hap Stephen at Stonecrest Capital, and you received a
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copy of this dated February 20, 2009.
Mr. McElcheran, are we getting into a level of

detail that this is a document that you would prefer to

request be sealed?

MR. McELCHERAN: Let me just see -- because I
haven’t located -- February 20, okay, got it.

Okay, so Feﬁruary 20 attaches the draft
termsheet.

. THE DEPONENT: I think this would -- the prior
email would also fall into that category, too.

MR. MCELCHERAN: Exhibit 3 as well.

MR. SWAN: Okay.

MR. McELCHERAN: Okay. So the -- just to state
it on the record, counsel have discussed this point. We
had specifically not included the termsheet, which -- and
discussions around the restructuring because of the
potential effect it might havé on ongoing marketing
activities that the company is gding through as being

potentially prejudicial, and that we will be seeking an

order sealing Exhibits 3 -- any exhibits which relate to

that, to the termsheet, and the terms of the termsheet.
MR. SWAN: 2And just so that I -- I don’t have any

instructions on any of this, go I'm hearing what you'‘re

saying and I’'ll go away and do something reasonable.

MR. MCELCHERAN: Yes. Well, on that basis we

NETWORK REPORTING & MEDIATION (416) 359-0305
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have brought them for production.

BY MR. SWAN:

Q.. And is the document attached to the February
20, '09 email really the first draft of a new '
termsheet?

A. I’'d have to check my email to know for sure.
I suspect it ig -- the first draft provided to the
company .

Q. A1l right. Let’s mark that then as Exhibit
4. Exhibit 4 is an email. The substantive part of it is

an email from Bill O'Connor dated February 20, 2009, at

., 10:43 a.m.

EXHIBIT NO! 4: ﬁmail from Bill O’ Connor déted
February 20, 20092, at 10:43 a.m.

BY MR. SWAN:

Q.. And did you have discussions with other
members of the lending syndicate about this termgheet?

A. Not this particular draft but.a final version
of the termsheét.

Q. And did you have discussions with other
members of the lending syndicate with reséect to the
treatment of the 2009 tax refund?

A. No.

Q. You had no discussions with them?

-A. It was never raised as an issue.
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Q. By any of the lenders?

A. Not -- a termsheet -- a termsheet that was
substantially similar to this was eventually provided to
the other lenders. That termsheet was diécusééd but the
tax -- I don’t recall the taxes being specifically
discussed. |

Q. The tax refund?

| A. Right. The covenants in the termsheet that
addressed the téXes.

Q. All right. I don’t want to clutter up the
record with all kinds of unnecessary pape;.- If there is
any communications or correspondence with the other
lenders in which there is reference made to the Tax -
Refund Agreement or the tax refund ip the context of the
termsheet discussions, I‘d like to‘see those.

A. So that would consist of a notice from the --
it would have been that the term sheet provided, but we
can provide the final term sheet that was provided. I
think I'm fairly confident that that would be the only
reference or the only feference to the taxes and anything
provided to lenders.

MR. McELCHERAN: You need to speak louder.

For the purpose of the undertaking, just so we're
clear, from the -- there is, in fact -- and the client

probably knows this, there’s a -- maybe not -- there’s an
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interlink site where this document is posted. So that we
can -- we’ll certainly produce the note that advised
lenders of that posting and any other correspondence in
rélation to the termsheet from the'othér lenders
specifically in relation to this point.

If it doesn’t relate to this point, we won’t do
s0.
- ~~ UNDERTAKING

BY MR. SWAN:

Q You doﬁ’t recall any discussion?

A, I don't recall any discussion.

Q Or communication?

A Or communication.

0. All right. And I would ask you to produce té
me the final termsheet? .

MR. McELCHERAN: TIt's attached to aﬁ emall that‘s
included in this group..

THE DEPONENT: Now, what we have here -- we can
produce it as an attachment to this email.

BY MR. SWAN:

Q. Which one is that?

MR. McELCHERAN: This is the one that’s dated --

there’s an exchange between Peter Lynch and Bill O’Connor

that takes place on March 16th, and the attachment is not

included with the email that T have here, which is the --
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which is the difficulty I'm haﬁing at the moment.

THE DEPONENT: But I can dig it up.

MR. McELCHERAN: But we’ll undertake to produce
it.

- -~ UNDERTAKING

MR, MCELCHERAN: So I think I gave you the email

dated Maxch 16th, ‘09?7
) MR, SWAN: Yes, I do have an attachment to the
bne that -- to that email.

IMR. McELCHERAN: Maybe I'm --

MR. SWAN: But it doesn’t have the look of a
final documeﬁt because it includes all of thé.--

MR. MCELCHERAN: All the marking. on the left.

MR. SWAN: Black line or the red line.’

THE DEPONENT: We can produce the one that was
put on Interlink; so that would -- we’ll be able to get
that to you.

BY MR} SWAN :

Q. Can you have a look at this copy though? T
presume that it’s close to a final one for the purpose bf
asking a couple of questions?

A. Yes.

Q. So in respect of the térmsheet -- and this
was ultimately signed, this termsheet?

A. T don'‘t recall if it was signed. It was
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agreed to by Peter Lynch. I don’t believe he signed it.

. MR. McELCHERAN: The term sheet doesn;t provide .
for a signature.
BY MR. SWAN:
Q. It was agreed to though?
Yes.
On behalf of the bank?

Sorry?

o » o P

On behalf of the bank it was agreed to as
well?

A. It’s just a draf£ summary of terms and
conditions. There’s nothing --

Q. But.it was one that the bank was prepared to
proceed upon?

A. Subject to credit approval.

0. 2And under the negative covenants in this
copy, covenant 9 is a prohibition on répayment of the
U.S. $10 million deposit against the sale of any portion
of the 2009 tax refund.

So to put that in every-day language --

A. Yes.
Q. ~-- the bank was requiring -- I think you say
this in your Affidavit -- the bank was requiring that the

company not transfer that tax refund to Mr. Grant?

A. Again, this term sheet was not subject to

NETWORK REPORTING & MEDIATION (416) 359-0305
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credit approval. So ﬁhe bank was not requiring anything.

We were signalling that if we were to agree to
amend our credit facilities, that this is something that
TD, as a lender, would look for.

Q. You weren’t just signalling it. You were
saying you required it?

A. We required, yes, we réquired<that in
connection with a restructuring of the credit facilities.
But we were not credit-approved yet on this.

Q. And were you ultimately creditfapproved?

A. It never got that far because the syndicate
-- once it was posted to Interlinks, it didn’t really get
too- far with the syndicate.

Q. The syndicate said no?

A. VNo, they never said yes or no. It's just

other events unfolded that ultimately led to the filing.

But the broad restructuring of the credit
facilities that this term sheet contemplated, we never
got too far on that other than this termsheet.

Q. Can you look at your Affidavit for a-
moment?

A. Sure.

Q. - Paragraph 13 and 14, just take a moment to

read that.

You’re not intending to express a legal opinion
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there, are you?

A. No. This is my own opinion.

Q. I may have covered this off, but I'd like to
ensure that I have any correspondence between the TD Bank
either in its capacity as agent ox iﬁ its capacity as
lender and any othér members of the lending syndicate in
respect of the Tax Refund Agreement or the tax refund,
whether in the context of the termsheet or oﬁherwisé?

MR. McELCHﬁRAN: Okay. Well, that's -- can you
give me your parameters on time? Because it's_going -
looking at every file is -- it's over a two-year
period.

MR. SWAN: ZLet’s say from November ‘08 to the
present.

MR. McELCHERAN: November ‘08 to present. Okay.
- -~ UNDERTAKING |

MR. McELCHERAN: 1'm going to make an exception
to that. I thiﬁk the present is too long because it
includes the time privilege periocd while the litigation
is going on up to the time of your motion being served.

MR. SWAN: That’s fine. Well, or if there are --
I see what you’re saying, there may be litigation
privilege.

- MR. McELCHERAN: Right.

MR. SWAN: Up to the time the motion is serxrved.
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BY MR. SWAN:

Q. You were obviously watching GFPI’s financial
position through to this period?

A. Yes, |

0. And one of the factors that impacted on the
company was a significant downturn in the U.S.-hgusing
market, wasn’t it?

A. That'’s correct.

Q. And the Canadian housing market?

A, To a iesser degree, yes.

Q. But significantly a significant downturn in
the U.S. housing market had a serious impact on the
company’s fortunes, didn’t it?

A. Well, I think three things did. One was the
downturn in the housing mafketw The other was the --
there was major cost overruns on the mills being
constructed. And the third thing was, in hindsight, was
our borrower was financing, you know, what we’ve come to
call the non-core assets.

~Q. Well, the non-core assets were approved and
undér way at the time the First Lien Agreement was
signed; right?

A. We weren’t aware of their existence until

early this vear.

Q. You weren’t aware of their existence. Did
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you not --

A. Sorry. We weren't aware that our borrower
was paying for them.

Q. Did you not do due diligence before you
undertook the loan?

‘A. We did.

Q. In any event, the downturn in the U.S.
housing market was a significant factor, wasn’t it?

A. It was. |

Q. Is there some reason you don’t mention that
in your Affidavit?

A. T think that’s already mentioned in thé
Affidavit from Mr. Grant. 'And I don’t deny that.the
downturn in the housing market was a major contributor;
my point is that it.was not the only contributor.

Q. It was "the" major contributor, wasn’'t it?

A. No. It was "aﬁ major contributor, not "the"
only. |

Q. Not the oﬁly. "The" major contributor.
"The" most significant factor?

A. No, not necessarily. If there hadn’t been
cost‘overruns on the mills and our borrower had not paid
for the non-core assets, I'm not sure that they would
have filed. They wmay have had sufficient liguidity to

continue operating.
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Q0. You haven’'t done that calculation, have
you?
It’s pretty subjective. .

You haven’t done it, have you?

» o P

I ﬁave not done it, no.

Q. You make reference in your Affidavit to a
"straw man termsheet," and you might just tell us so the
court knows what a "straw maﬁ" termsheet is?

A. Sut¥e. It was a termsheet that the company
provided to Goldman Sachs as a set of terms and
conditions that potential -- Goldman Sachs was mandated
to raise equity or capital, and in order. to entice an
investor to put capital into.the.business, they would
have needed existing 1énders to consent to a set of
amendments .

And this was -- the straw man termsheet is

effectively a summary of terms and conditions that they

should think -- you know, that might be a good indication

of where the First Lien Lenders might look to do in order

to agree to amendments to thé credit agreement.

Q. Looking again at your Affidavit page 7,
paragraph 23, you refer to Mr. Grant expressly obtaining
no, legal or beneficial interest in the refund. Again,
you’re not meaning to express a legal opinion, are you?

A. Correct. That’s my own opinion.
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0. And you're not a lawyer?

A. I am not a lawyer.

Q. And you have no legal training?
A. I have no legal training.

0. And the same is true in respect to paragraph

24, isn’'t it?

A. That's correct. Thisg is based on my own

interpretation of the credit agreements and related

documentation.

Q. In paragraph 25, you say:

"The fact that no transfer was delivered was not

inadvertent or accidental. It was deliberate and

a necessary step to preserve cash as the business

struggled with tight liquidity." fas read]

A. Mm-hum.

Q. You use ndeliberate" to refer to whose
actions there?

“A. The company’s.

.Q. And you say it was a necessary stép. Did you
‘think it was a necessary step?

A. Yes.

Q. ~You then say --

A, T also_believe the company thoughtbit was a
necessary steﬁ.

Q. Did you ask them?
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No.

That’s just your own speculation?

oo ¥

 Yes.

Q. And you say: "Mr. Grant as the CEO and a
membef of the board must have participated in a decision
not to complete the transfer"? [as read] ?

I take it you’ve never been to a GFPI board

- meeting?

A. I have not.

Q. And you were not present when Mr. Grant had
any involvement in any such decision?

A. No, I was not.

Q. And this is pure speculation on your part,
isn’t it? |

A. Yes.

Q. And Mr. Grant in his Affidavit says that he
did not participate and consent to such a decigion, and
'you‘haﬁe nothing'to suggest otherwise, do you?

| A. No.
_ MR. SWAN: Those are all of my questions, subject

to the fulfillment to the undertakings.

MR. McELCHERAN; I have only one tidy-up thing.
I‘m not sure that we marked the termsheet that was
referred to in testimony.

MR. SWAN: Why don’t we do that then.
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. MR. McELCHERAN: And I don’t have any questions.
_MR. SWAN: So while we’re still on the record,
just to facilitate this, I have no idea how much material
you’re going to produce. I ask you to'producé it as
quickly as you can. |

MR. MCELCHERAN: Yes.

MR. SWAN: It may not be necessary to put
everything in the record.

MR. McCELCHERAN: Agreed.‘

MR. SWAN: So why don’'t we deal with that when we
see what is there.

MR. McELCHERAN: Okay. What I'm going to do --
fair enough. - And we'li do that betwéen counsel, select
what will -- on the basis that I’ve done my -- you know,
I think that there has to bé an agreement, I think, about

what goes in and what doesn’t go in.

You’ve asked us for productions to produce, and I-

think at that point I think relevance should be the

‘ determination, rather than whether we like it oxr domn’'t

like it. But that’s a discussion we can have later.

What I'm going to do with the termsheet for the
moment, because this particular is mentioned in the -
transcript, I just want -- the one we’re showing here has
got some markings on the side of it. It appears not to

be the final draft. 8o I’1l mark it Exhibit A and what
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we’1ll do is part of our productions will include the one

‘that was attached to that email.

EXHIBIT A: Termsheet with Markings on Side.

MR.'SWAN: I guesé the one other thing T should
raise ig, as I haven’t seen what you’re.going to produce,
it’s possible that you might produce a document that
requires a gquestion, a ﬁollow-up guestion.

MR. MCELCHERAN: Yes.

MR. SWAN: Hopefully we could do that in writing.

Aﬁother alternative is by teleconference or v;deo
conference, if we need to.

You’ll be in Vancouver next week?

MR. MONTGOMERY: Yes.

MR. SWAN: So let’s just leave it at that.

Thank you.

MR. McELCHERAN: That's acceptable to me as well.

--- WHEREUPON THE EXAMINATION ADJOURNED AT 12:00 NOON.

I HEREBY CERTIFY THE FOREGOING
to be a true and accurate
transcription of my shorthand notes
taken to the best of my skill and ability.

A?W W, ~

KAHRINE MCMENEMY,
Computer -Aided Transcrlptlon
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TO: Frazer Scott

Draft for discussion purposes: March 19, 2008

RE: Possible Sale by GFPI of Income Tax Refund Claims to Improve GFPI's Liquidity

SUMMARY OF PROPOSED SALE

Objective: To improve GFPI's liquidity and to continue to comply with its liquidity
covenants under the first lien credit agreement (Section 9.02(5)) and the
second lien credit agreement (Section 9.02(4)).

Tax Refunds: Refunds under the Income Tax Act in an estimated amount:

1.

in excess of Cdn $45 million, expected to be received by GFPI from

- September 1, 2008 to December 31, 2008 due to the overpayment

of 2005-2006 tax (the "2008 Tax Refund"); and

in excess of Cdn $15 million, expected to be received by GFPI
from Septemer 1, 2009 to December 31, 2009 due to overpayment
of 2006 tax (the 2009 Tax Refund").

Mefhod: ' Convert GFPI's tax refund claims to cash of GFPI before the tax refunds

are received by GFPI by the following steps:

1.

TorDocs_5381929_11 (5) (2).DOC

GFP1I sells to a purchaser (the "Purchaser") related to GFPI, GFPI's
interests in Canadian dollar equivalent of US $20 million of the tax
refunds to be received by GFPI for a sale price of Canadian dollar
equivalent of US $20 million (1.e. without a discount) as follows:

()

(b)

before March 31, 2008, sale of the Canadian dollar
cquivalent of US $10 million of the 2008 Tax Refund (the
"Sold 2008 Refund") for sale price of the Canadian dollar
equivalent of US $10 million paid in cash to GFPI in March,
2008; and

on January 2, 2009, sale of the Canadian dollar equivalent
(as at January 2, 2009) of US $10 million of the 2009 Tax
Refund (the "Sold 2009 Refund") for sale piice of the
Canadian dollar equivalent in March, 2008 of US §10
million paid in cash o GFPI in March, 2008 (i.e. purchase
price prepaid but with an agreement to adjust price on
January 2, 2009 for exchange rate fluctuations). The
prepaid purchase price is not held by GFPI in trust and may
be used by GFPL

If any of the Sold 2008 Refund is not received by the Purchaser by

172
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December 31, 2008, the purchase price thereof would be adjusted,
GFPI would refund a pro rata amount of the purchase price to
Purchaser without interest or deduction and the Purchaser would
remit to GFPI any of such unreceived refund if it were ever

- received by the Purchaser.

If any of the Sold 2009 Refund is not received by the Purchaser by
December 31, 2009, the purchase price thereof would be adjusted,
, GFPI would refund a pro rata amount of the purchase price to
Purchaser without interest or deduction and the Purchaser would
remit to GFPI any of such unreceived refund if it were ever
received by the Purchaser.

™

[NTD: US $10 million of refund sold in each of 2008 and 2009
to comply with the limitations on Dispositions pursuant to
Section 9.04(1)(c) of the first lien credit agreement and Section
9.04(1)(c) of the second lien credit agreement.]

T

R

2. Each of applicable First Lien Agent and Second Lien Agent
provides Purchaser with a partial discharge of its security to
discharge the Sold 2008 Refund and the Sold 2009 Refund
(collectively, the "Sold Refunds") from such security. .

Section 10.04 of second lien credit agreement.]
re 3. GFPI could direct CRA to pay the Sold Refunds to the Purchaser.
4, GFPI would agree to hold in trust for Purchaser, keep segfegated

- ‘ and pay to Purchaser any amount of the Sold Refunds received by
GFPL

» [NTD: See Section 10.04 of first lien credit agreement and
|
|
|

5. GFPI would not grant Purchaser any security for GFPI's obligations
to Purchaser with respect to the Sold Refunds and would not pay
any interest on prepaid sale price for the Sold 2009 Refund or any
fee related to the refund sales.

6. Purchaser would file a financing statement against GFPI with
respect to the sale of an account.

Documents
Required: A. March, 2008:

1. Agreement between GFPI and Purchaser re sales of Sold Refunds.
. 2. Transfer by GFPI to Purchaser of Sold 2008 Refund.

3. Partial discharge by First Lien Agent of the Sold Refunds from

TorDocs_5381929 11 (5) (2).DOC
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security.

Partial discharge by Second Lien Agent of the Sold Refunds from
security. -

Financing statement filed by Purchaser re absolute transfer of an
account.

Approval of independent committee of GFPI's board of directors.

[NTD: See Sections 9.04 (15) of first and second lien credit
agreements.]

January 2, 2009:

TorDacs_5381929 11 (5) (2).DOC

Transfer by GFPI to Purchasér of the Sold 2009 Refund.

Ross Walker
Fraser Milner Casgrain LLP
. March 19, 2008

174



Page l.of 1 1 75

Pieterson, Linda

~ From: Pieterson, Linda

Sent: Monday, March 24, 2008 2:19 PM
To: Walker, Ross

Cc: '‘O'Meara, Matthew'; Scott, Frazer
’Subject: Grant

Ross, here is a reminder list of points discussed in our call this am:

1. Critical that the 2009 sale be structured such that it could not be considered a
disposition in 2008. Nothing can indicate that the 2009 receivables have been
assigned/transferred in 2008. '

2. Re 2009 receivables, no partial discharge to be given in 2008, no rights to nofify
CRA and no PPSA registrations that could indicate a sale in 2008.

3. Consider FMV point re pricing

4. - No purchase price adjustment clausé

5. Confirm that no Encumbrance is being created as a result of PPSA registration
6. Confirm no Excess Cash Flow repayment requirements

7. Confirm no negatrive tax implications — any future tax liability

8. Timing - to be completed before March 31

Linda Pieterson

Partner
Financial Services
T:/Tél : 416-601-7587

F:/Téléc:  416-868-0673
E:/Courriel : lpieters@meccarthy.ca

McCarthy Tétrault LLP / S.E.N.C.R.L., s.r.L.

Suite 5300

Toronto Dominion Bank Tower
Toronte, Ontario

Canada M5K 1E6
www.mccarthy.ca

19/29/2009
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Pieterson, Linda

From: MaclLaren, Sandi [Séndi.MacLaren@FMC—Law.cc;m] on behalf of Walker, Ross
[Ross. Walker@FMC-Law.com] .

Sent: Tuesday, March 25, 2008 5:27 PM

To: O'Meara, Matthew;, Pieterson, Linda

Cc: PLynch@GFP-inc.com; edavis@GFP-inc.com

Subject: Proposed Sale by GFPI of Income Tax Refund Claims

Importance: High _
Attachments: TorDocs_5381929_18.DOC; TorDocs_5410428_1.DOC

Matt and Linda:

I enclose for your review a revised version of the summary.

The enclosed draft has not been reviewed by GFPI and is subject to any further comments it may have.
However pl.ease let me know if you have any further comments.

Best regards,

Ross Walker

Fraser Milner Casgrain LLP
1 First Canadian Place

100 King Street West
Toronto, ON M5X 1B2
Direct Line: 416-863-4742
Fax: 416-863-4592
ross.walker@fmc-law.com

THIS MESSAGE IS INTENDED ONLY FOR THE ADDRESSEE, IT MAY CONTAIN PRIVILEGED OR CONFIDENTIAL INFORMATION. ANY
UNAUTHORIZED DISCLOSURE 1S STRICTLY PROHIBITED. IF YOU HAVE RECEIVED THIS MESSAGE IN ERROR, PLEASE NOTIFY US
IMMEDIATELY SO THAT WE MAY CORRECT OUR INTERNAL RECORDS. PLEASE THEN DELETE THE ORIGINAL MESSAGE. THANK YOU

09/29/2009



Draft for discussion purposes: March 25, 2008

TO: GRANT FOREST PRODUCTS INC.

" RE: Possible Sale by GFPI of Income Tax Refund Claims to Improve GFPI's Liquidity

SUMMARY OF PROPOSED SALE

Objective: To improve GFPI's liquidity and to continue to comply with its liquidity
covenants under the first lien credit agreement (Section 9.02(5)) and the
second lien credit agreement (Section 9.02(4)).

Tax Refunds: Refunds under the Income Tax Act in an estimated amount:

1.

in excess of Cdn $45 million, expected to be received by GFPI from
September 1, 2008 to December 31, 2008 due to the overpayment
of 2005-2006 tax (the "2008 Tax Refund"); and

2. in excess of Cdn $15 million, expected to be received by GFPI
from Septemer 1, 2009 to December 31, 2009 due to overpayment
of 2006 tax (the "2009 Tax Refund").

Method: ' Convert GFPT's tax refund claims to cash of GFPI before the tax refunds

are received by GFPI by the following steps:

1.

TorDoes_5381929_18 (3).D0C

GFPI sells to a purchaser (the "Purchaser") related to GFPI, GFPI's
interests in that amount of the 2008 Tax Refund and that amount of
the 2009 Tax Refund which together have, when sold, a fair market
value -equivalent to the Canadian dollar equivalent of US $20
million for a total sale price of the Canadian dollar equivalent of US
$20 million as follows:

(@) on March 31, 2008, sale of that portion of the 2008 Tax
Refund (the "Sold 2008 Refund"), the present value of
which on March 31, 2008 is the Canadian dollar equivalent

of US $10 million (based on a discount rate equivalent to

90-day LIBOR on March 31, 2008) for the sale price of the
Canadian dollar equivalent of US $10 million paid in cash
to GFPI onMarch 31, 2008; and

(b) on January 2, 2009, sale of that portion of the 2009 Tax
Refund (the "Sold 2009 Refund"), the present value of
which on January 2, 2009 is the Canadian dollar equivalent
on January 2, 2009 of US $10 million (based on a discount
rate equivalent to 90-day LIBOR on January 2, 2009) for the
sale price of the Canadian dollar equivalent of US $10
million, with the estimated sale price (based on the

L7



TorDocs_5381929_18 (3).DOC

exchange rate in effect on March 31, 200!&) paid in cash to
GFPI on March 31, 2008 (i.e. estimated purchase price
prepaid but with an agreement to adjust price on January 2,
2009 using the then current exchange :ate and with an
agreement to adjust the amount of the Sold 2009 Refund
based on the 90-day LIBO rate in efféct on January 2,
12009). The actual sale proceeds received; by GFPI are the

Canadian dollar equivalent as at January 74, 2009 of US $10 .

million. The prepaid purchase price 1s nq held by GFPI in
trust and may be used by GFPL ‘
Purchaser would agree that it does not acquire ar,,kr right, title or
interest in the Sold 2009 Refund until it receives the transfer
thereof from GFPI on January 2, 2009.

If it is subsequently determined by CRA that the purchase price
paid for the Sold 2008 Refund or the purchase price paid for the
Sold 2009 Refund was not fair market value, the Purchaser and

GFPI shall, to the extent not prohibited by the provisions of the

first lien credit agreement or the second lien credit agreement,

adjust such purchase price so it is equivalent to such fair market
value.

If any of the Sold 2008 Refund is not received by the Purchaser by
December 31, 2008, to the extent not prohibited by the provisions
of the first lien credit agreement or the second lien credit
agreement, the purchase price thereof would be adjusted, GFPI
would refund a pro rata amount of the purchase price to Purchaser
without interest or deduction and the Purchaser would remit to

GFPI any of such unreceived refund if it were ever received by the
Purchaser.

If any of the Sold 2009 Refund is not received by the Purchaser by
December 31, 2009, to the extent not prohibited by the provisions
of the first lien credit agreement or the second lien credit
agreement, the purchase price thereof would be adjusted, GFP1
would refund a pro rata amount of the purchase price to Purchaser
without interest or deduction and the Purchaser would remit to

GFPI any of such unreceived refund if it were ever received by the
Purchaser.

[NTD: US $10 million sale proceeds received by GFPI from
sale of refunds in each of 2008 and 2009 at fair market value to
comply with the limitations on Dispositions pursuant to Section
9.04(1)(c) of the first lien credit agreement and Section
9.04{1)(c) of the second lien credit agreement.]
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Documents
Required:

TorDocs_5381929_18 (3).DOC

W

GFPI would not sell to Purchaser any interest payable by CRA to
GFPI with respect to the 2008 Tax Refund or the 2009 Tax Refund.

The Purchaser would pay income tax on its gain from the plirchased
refunds (based on the difference between the amount of the refunds
it receives and the amount it paid to buy them).

Each of applicable First Lien Agent and Second Lien Agent
provides Purchaser with a partial discharge of its security to
discharge each of the Sold 2008 Refund and the Sold 2009 Refund
(collectively, the "Sold Refunds") from such security (and to

release any interest therein) when the applicable transfers are
delivered. :

[NTD: See Section 10.04 of first lien credit agreement and
Section 10.04 of second lien credit agreement.]

GFPI may, after delivery to the Purchaser of the transfer of the Sold
2008 Refund, direct CRA to pay the Sold 2008 Refund to the
Purchaser and may, after the delivery to the Purchaser of the
transfer of the Sold 2009 Refund, direct CRA to pay the Sold 2009
Refund to the Purchaser.

GFPI would agree to hold in trust for Purchaser, keep segregated

and pay to Purchaser any amount of the Sold Refunds received by
GFPL .

GFPI would not grant Purchaser any security for GFPI's obligations
to Purchaser with respect to the Sold Refunds and would not pay

any interest on the prepaid sale price for the Sold 2009 Refund or
any fee related to the refund sales.

Purchaser would file a financing statement against GFPI with
respect to the sale of an account with respect to each transfer.

A.  On or before March 31, 2008:

\

Agreement between GFP1 and Purchaser re sales of Sold Refunds.
Transfer by GFPT to Purchaser of Sold 2008 Refund.

Partial discharge by First Lien Agent of the Sold 2008 Refund from
security.

Partial discharge by Second Lien Agent of the Sold 2008 Refund
from security.
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Financing statement filed by Purchaser re absolute transfer of an
account with respect to the Sold 2008 Refund. '

Approval of independent committee of GFPI's board of directors.

[NTD: See Sections 9.04 (15) of first and second lien credit
agreements.]

January 2. 2009:

TorDocs_5381929_18 (3).D0C

Transfer by GFPI to Purchaser of the Sold 2009 Refund.
Partial discharge by First Lien Agent of Sold 2009 Refund.
Partial discharge by Second Lien Agent of Sold 2009 Refund.

Financing statement filed by Purchaser re absolute transfer of an
account with respect to the Sold 2009 Refund.

Ross Walker
Fraser Milner Casgrain LLP
‘March 25, 2008
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| .

| 181

Pieterson, Linda

| From: Walker, Ross [Ross.Walker@FMC-Law.com]
| . Sent:  Friday, March 28, 2008 5:37 PM

i~ To: O'Meara, Matt; Pieterson, Linda
‘ Cc:  PLynch@GFP-inc.com, edavis@GFP-inc.com; Scott, Frazer
|~ Subject: RE: Sale by GFPI to Peter Grant Sr. of Tax Refunds

| Matt: The intention is that, if adjustments need to be made because the sold refund is not received by the

! purchaser, CRA determines that the sales were not made at fair market value, or the exchange rate is different on
January 2, 2009 than on March 31, 2008, the adjustments can be made, at GFPI's option, by including in the
sales an appropriate amount of post-2009 tax refunds rather than GFPI's refunding a portion of the purchase
price.

| included this alternative to assist with Linda's concern about the perception that the purchaser has recourse fo
GFPI if GFPI has to return a portion of the purchase price as part of an adjustment.

Please give me a call if you wish to discuss further.

Best regards.

Ross Walker

Fraser Milner Casgrain LLP

| Phone: (416) 863-4742

B Fax: (416) 863-4592

I E-Mail: ross.walker@fmec-law.com

THIS MESSAGE IS INTENDED ONLY FOR THE ADDRESSEE, IT MAY CONTAIN PRIVILEGED
OR CONFIDENTIAL INFORMATION. ANY UNAUTHORIZED DISCLOSURE IS STRICTLY
PROHIBITED. IF YOU HAVE RECEIVED THIS MESSAGE IN ERROR, PLEASE NOTIFY US
- IMMEDIATELY SO THAT WE MAY CORRECT OUR INTERNAL RECORDS. PLEASE THEN
Pl DELETE THE ORIGINAL MESSAGE. THANK YOU.

From: O'Meara, Matt [mailto:MOmeara@winston.com]
Sent: Friday, March 28, 2008 5:26 PM _
‘ - To: Walker, Ross; LPIETERS@MCCARTHY.CA
’ Cc: PLynch@GFP-inc.com; edavis@GFP-inc.com; Scott, Frazer
e Subject: RE: Sale by GFPI to Peter Grant Sr. of Tax Refunds

Ross, ' :
e One question on the purchase agreement is the mechanism relating to the Post-2009 Tax Refund. What
! . is the intent of this provision as it relates to the purchaser's rights in tax refunds that arise after 20097
Matt

Matthew D. O'Meara
o " Winston & Strawn LLP
[ 35 West Wacker Drive

09/29/2009



Sale by GFPI to Peter Grant Sr. of Tax Refunds Page 2 o1 3

Chicago IL 60601
Phone: (312) 558-7504
Fax: (312) 558-5700

The contents of this message are privileged and confidential. If this message is received in error, please
destroy it without reading. This message should not be forwarded or distributed without the permission

of the author.

From: MacLaren, Sandi [mailto:Sandi.MacLaren@FMC—LaW.com] On Behalf Of Walker, Ross
Sent: Thursday, March 27, 2008 3:01 PM

To: LPIETERS@MCCARTHY.CA; O'Meara, Matt

Cc: PLynch@GFP-inc.com; edavis@GFP-inc.com

Subject: Sale by GFPI to Peter Grant Sr. of Tax Refunds

Importance: High .

Linda and Matt:
| enclose for review draft copies of the following:
1. revised summary;'
2. tax refuﬁd purchase and sale agreement;
3. transfer by GFPI of the Sold 2008 Refund;
. 4. partial discharge by the First Lien Agents of the Sold 2008 Refund;

5. partial discharge by the Second Lien Agents of the Sold 2008 Refund,;

6. draft of the financing statement tb be filed on closing with respect to the iransfer of the Sold

2008 Refund; and

¢

7.  approval of the independent committee of GFPI's board of directors.

in order to help with the concern about the "non-recourse” issue, | have provided that, instead of

adjustments requiring a refund by GFPI of either purchase price, the adjustments can be made, at GFPI's
option, by-increasing the amount of the refund sold to include post-2009 income tax refunds. | have also

included an overriding provision that, in the event any adjustment contravenes either of the credit

agreements, the adjustment will be deferred until it would no longer contravene either credit agreement.

The enclosed drafts have not yet been reviewed by GFP! and are subject to any comments it may have.

However please let me know if you have any comments with respect to these drafts.
Best regards,

Ross Walker
Fraser Milner Casgrain LLP

09/29/2009
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Sale by GFPI to Peter Grant Sr. of Tax Refunds

rapw s vi v

1 First Canadian Place
100 King Street West
Toronto, ON M5X 1B2
Direct Line: 416-863-4742
Fax: 416-863-4592
ross.walker@fmc-aw.com

ENDED ONLY FOR THE ADDRESSEE, IT MAY CONTAIN PRIVILEGED OR CONFIDENTIAL INFORMATION. ANY

SURE 1S STRICTLY PROHIBITED. IF YOU HAVE RECEIVED THIS MESSAGE IN ERROR, PLEASE NOTIFY US
£ THEN DELETE THE ORIGINAL MESSAGE. THANK

THIS MESSAGE 18 INT

UNAUTHORIZED DISCLO
IMMEDIATELY SO THAT WE MAY CORRECT OUR INTERNAL RECORDS. PLEAS

YOU

<<TorDocs._5381929_22.D0C>> «<TorDocs_5418866_1.D0C>> <<TorDocs_5412303_5.D0C>>" ’
<<TorDocs._5413416_5.D0C>> <<TorDocs_5413401_6.D0C>> <<TorDocs_5417657_5.D0C>>

<<TorDocs_5413661_3.D0C>> <<Draft Grant PPSA Reg'n.pdi>>

The contents of this message may be privileged and confidential. Therefore, if this message has been
received in error, please delete it without reading it. Your receipt of this message is not intended to

waive any applicable privilege. Please do not disseminate this message without the permission of the
author. : : :
************************
Any tax advice contained in this email was not intended to be used, and cannot be used, by you (or any

other taxpayer) to avoid penalties under the Internal Revenue Code of 1986, as amended.

******************************************************

09/29/2009

183



e s

i
S
B
A

PN )

i
g
i
i

Pieterson, Linda

From: Pieterson, Linda
Sent: Saturday, March 29, 2008 2:26 PM
To: "walker, Ross'; ‘Scott, Frazer'; 'O'Meara, Matt'
Subject: Grant
Attachments: Document.pdf
Document.pdf (177
KB)

Ross, a couple of comments on the smaller docs are attached.

Also, on the revised purchasé and sale agreement, you likely wish to add
vheirs, executors" into section 9.07.

could you send a draft of the partial release filing that you propose to
make. I would like the wording to be very clear that it relates only to
the 2008 refunds. There can't be any implication at all that it relates
to the 2009 refunds. :

Linda Pieterson

Partner

Financial Services

T./Tél - 416-601-7587
F:/Téléc : ) 416-868-0673
E:/Courriel : lpieters@mccarthy.ca

McCarthy Tétrault LLP / S.E.N.C.R.L., s.r.1l.

Suite 5300

Toronto Dominion Bank Tower
Toronto, Ontario

Canada MSK 1E6
www.mccarthy.ca

-----0Original Message-----

From: TOR-CMFP52-091 [mailto:TOR—CMFPSZ—O9l@mccarthy.Ca]
Sent: Saturday, March 29, 2008 2:12 PM

To: Pieterson, Linda

Subject: PDF Document from McCarthy Tétrault LLP



Tax Refund Purchase and Sale Agreement dated as of March 31, 2008 between Grant For... Page 1 of 2 1 8 5

Pieterson, Linda

From: Pieterson, Linda
Sent: Monday, March 31, 2008 3:41 PM
To: - 'Walker, Ross'

Subject: RE: Tax Refund Purchase and Sale Agreement dated as of March 31, 2008 between Grant, Forest
Products Inc. as vendor and Peter Grant Sr. as purchaser

| actually think you should just leave the last paragraph out. It muddies things unnecessarily.

Also, you don't need to formalize it in a letter - an email would be fine.

Linda Pieterson

Partner
Financial Services
T:/Tél: 416-601-7587

F:/Téléc : 416-868-0673
E:/Courriel : lpieters@mccarthy.ca
McCarthy Tétrautt LLP / S.E.N.C.R.L., s.r.L.

Suite 5300

Toronto Dominion Bank Tower
Toronto, Ontario

Canada M5K 1E6
www.mccarthy.ca

-‘From: Maclaren, Sandi [mailto:Sandi.MacLaren@FMC-Law.com] On Behalf Of Walker, Ross
Sent: Monday, March 31, 2008 3:16 PM
To: Pieterson, Linda

Subject: Tax Refund Purchase and Sale Agreement dated as of March 31, 2008 between Grant Forest Products
Inc. as vendor and Peter Grant Sr. as purchaser
Importance: High

Linda:

I enclose for your review a draft copy of the confirmation you requested.
Please let me know if it is satisfactory to you.

If it reflects your views, | will forward it to you so that you could respond to indicate that you agree with the
confirmation.

Please give me a call if you wish to discuss further. .
Best regards,

Ross Walker
Fraser Milner Casgrain LLP
1 First Canadian Place

0972972009



Tax Refund Purchase and Sale Agreement dated as of March 31, 2008 between Grant For... Page 2 of 2

100 King Street West
Toronto, ON M5X 182
Direct Line: 416-863-4742
Fax: 416-863-4592
ross.walker@fmc-law.com

THIS MESSAGE IS INTENDED ONLY FOR THE ADDRESSEE, IT MAY CONTAIN PRIVILEGED OR
CONFIDENTIAL INFORMATION. ANY UNAUTHORIZED DISCLOSURE IS STRICTLY PROHIBITED. {F YOU
HAVE RECEIVED THIS MESSAGE IN ERROR, PLEASE NOTIFY US IMMEDIATELY SO THAT WE MAY
CORRECT OUR INTERNAL RECORDS. PLEASE THEN DELETE THE ORIGINAL MESSAGE. THANK YOU

<<RWW Email to L Pieters.pdf>>

09/29/2009
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Pieterson: Linda

From: O'Meara, Matt [MOmeara@winston.com]

Sent: Monday, March 31, 2008 11:35 AM

To: Montgomery, Ben; Pieterson, Linda

Cc: Scott, Frazer

Subject: RE: Sale by GFPI to Peter Grant Sr. of Tax Refunds
Ben,

Please find this email as confirmation that the sale of certain tax refunds

. by GFPI to Peter Grant Sr. and the corresponding release of the security

interest in such refunds complies with Section 9.04 and 10.04 of the Second
Lien Credit Agreement. TD as second lien agent should execute the release
which has been prepared by company counsel and to which Linda referred in

her previous email. Please don't hesitate to call me with questions.
Regards, Matt

Matthew D. O'Meara

l Winston & Strawn LLP
35 West Wacker Drive

Chicago IL 60601
Phone: (312) 558-7504
Fax: (312) 558-5700

The contents of this message are privileged and confidential. If this
message is received in error, please destroy it without reading. This
message should not be forwarded or distributed without the permission of
the author. :

————— Original Message»—~——
From: Montgomery, Ben [mailto:Ben.Montgomery@tdsecurities.com]

Sent: Monday, March 31, 2008 9:15 AM

To: O'Meara, Matt; 'T,PIETERS@MCCARTHY . CA"

Cc: Scott, Frazer

Subject: RE: Sale by GFPI to Peter Grant Sr. of Tax Refunds

Linda / Matt - the Cdn and US Agents will be looking for some guidance from
you on how to document the release of security. Perhaps it makes sense to
have a call with the Agents once they have had a chance to read your
opinions?

Matt - did you provide the confirmation with respect to 9.04 / 10.04 that
Frazer was looking for? :

————— Original Message-----

From: Scott, Frazer

Sent: March 29, 2008 8:51 AM

To: 'MOmeara@winston.com'; ‘{ LPIETERS@MCCARTHY . CA"

1
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-

Cc:.Montgomery, Ben

Subject: Re: Sale by GFPI to Peter Grant Sr. of Tax Refunds

Thanks Matt - it will be helpful if you cah also confirm that the
disposition is permitted under section 9.04 and therefore release of the
security under section 10.04 is ok.

This will help the agent(s) understand the exact provision.

Linda - I am hoping McCarthys can do a similar confirmation.

————— Original Message -----

From: O'Meara, Matt <«MOmeara@winston.com>
To: Scott, Frazer

Sent: Fri Mar 28 20:01:53 2008

 Subject: FW: Sale by GFPI to Peter Grant Sr. of Tax Refunds

Frazer,

Per our conversation I wanted to send this email to you to confirm that
based on our conversations with Linda and Ross and my review of the Second
Lien Credit Agreement I feel that the proposed transactions regarding the

tax refund comply with the terms of the Second Lien Credit Agreement.
Best, Matt

Matthew D. O'Meara
Winston & Strawn LLP

- 35 West Wacker Drive

Chicago IL 60601
Phone: (312) 558-7504
Fax: (312) 558-5700

The contents of this message are privileged and confidential. If this
message is received in error, please destroy it without reading. This

message should not be forwarded or distributed without the permission of
the author. :

From: MacLaren, Sandi [mailto:Sandi.MacLaren@FMC-Law.com] On Behalf Of
Walker, Ross '

Sent: Friday, March 28, 2008 5:05 PM
To: LPIETERS@MCCARTHY.CA; O'Meara, Matt
Cc: PLynch@GFP-inc.com; edavis@GFP-inc.com; Steeves, Christopher

Subject: Sale by GFPI to Peter Grant Sr: of Tax Refunds
Importance: High
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Linda and Matt:
I enclose for your review revised draft copies of the following:

1. summary; and

2. tax refund purchase and sale agreement.

The enclosed drafts have not yet been reviewed by GFPI and are subject to

any comments it may have. However please let me know if the revised
documents are satisfactory to you.

Thank you.

Ross Walker

Fraser Milner Casgrain LLP
1 First Canadian Place

100 King Street West
Toronto, ON M5X 1B2
Direct Line: 416-863-4742
Fax: 416-863-4592
ross.walker@fmc-law.com

THIS MESSAGE IS INTENDED ONLY FOR THE ADDRESSEE, IT MAY CONTAIN PRIVILEGED
OR CONFIDENTIAL INFORMATION. ANY UNAUTHORIZED DISCLOSURE IS STRICTLY
PROHIBITED. IF YOU HAVE RECEIVED THIS MESSAGE IN ERROR, PLEASE NOTIFY US

IMMEDIATELY SO THAT WE MAY CORRECT OUR INTERNAL RECORDS. PLEASE THEN DELETE
THE ORIGINAL MESSAGE. THANK YOU

The contents of this message may be privileged and confidential. Therefore,
if this message has been received in error, please delete it without
reading it. Your receipt of this message is not intended to waive any
applicable privilege. Please do not disseminate this message without the
permission of the author.
kkhkhhkhhhdhhkhhhddhhhhhkdhrdhhdhhhhhkdhdFxxxdhhdTrxrhrdhrddF A XA A kA dhdh At drrrrk*
* % %

‘Any tax advice contained in this email was not intended to be used, and

cannot be used, by you (or any other taxpayer) to avoid penalties under the
Internal Revenue Code of 1986, as amended.

*ThkkhkdkhkhkhkFhkrkkHhkkkk,kkh*k
NOTICE OF CONFIDENTIALITY
This communication including any information transmitted with it is

intended only for the use of the addressees and is confidential. -
If you are not an intended recipient or responsible for delivering

the message to an intended recipient, any review, disclosure,
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conversion to hard copy, dissemination, reproduction or other use
éf’any part of this communication is strictly prohibited, as is the
taking or omitting of any action in reliance upon this communication.
If you receive this communication in error or without authorization
please notify us immediately by return e-mail or otherwise and
permanently delete the entire comﬁunication from any cowputer,

disk drive, or other storage medium.

If the above disclaimer is not properly readable, it can be found at

www.td.com/legal

AVERTISSEMENT DE CONFIDENTIALITE

Ce courriel, ainsi que tout renseignement ci-inclus, destiné uniquement

aux déstinataires susmentionnés, est confidentiell Si wvous

n'étes pas le destinataire prévu ou un agent responsable de la
livraison de ce courriel, tout examen, divulgation, copie, impression,
reproduction, distrxibution, ou autre utilisation d'une partie de ce
courriel ést strictement interdit de méme que.toute intervention ou
abstraction & cet égard. Si fous avez regu ce message par erreur ou
sans autorisation, veuillez en aviser immédiatement 1'expéditeur par
retour de courriel ou par un autre moyen et supprimer immédiatement
cette communication entiére de tout systéme électroﬁique.

Si l'avis de non-responsabilité ci-dessus n'est pas lisible, vous
pouvez le consulter a www.td.com/francais/legale

The contents of this message may be privileged and confidential. Therefore,
if this message has been received in error, please delete it without
reading it. Your receipt of this message is not intended to waive any
applicable privilege. Please do not disseminate this message without the
permission of the author.
*****************************'k****************‘k*************************7\-**
* k%

Any tax advice contained in this email was not intended to be used, and
cannot be used, by you (or any other taxpaver) to avoid penalties under the
Internal Revenue Code of 1986, as amended.

4
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Pieterson, Linda

From: O'Meara, Matt [MOmeara@winston.com]

Sent: Monday, March 31, 2008 4:36 PM

To: Pieterson, Linda; Ross.Walker@FMC-Law.com

Subject: Re: Tax Refund Purchase and Sale Agreement dated as of March 31, 2008 between Grant .

Forest Products Inc. as vendor and Peter Grant Sr. as purchaser

I confirm as well.
Matthew D. O'Meara
Winston & Strawn

35 West Wacker Drive
Chicago IL 60601
Phone: (312) 558-7504
Fax: (312) 558-5700

The contents of this-message are privileged and confidential. If this
message is received in error, please destroy it without reading. This

message should not be forwarded or distributed without the permission of
the author.

~--=--- Original Message ----- »

From: Pieterson, Linda <LPIETERS@MCCARTHY.CA> .

To: Walker, Ross <Ross.Walker@FMC-Law.coms>; O'Meara, Mat

Sent : Mon Mar 31 15:32:04 2008

Subject: RE: Tax Refund Purchase and Sale Agreement dated as of March 31,

2008 bhetween Grant. Forest Products Inc. as vendor and Peter Grant Sr. as
purchaser

T confirm as well.

Linda Pieterson

Partner

Financial Services .

T:/TE&L : 416-601-7587
F:/Téléc : 416-868-0673
E:/Courriel : 1lpieters@mccarthy.ca

McCarthy Tétrault LLP / S.E.N.C.R.L., s.r.1l.

Suite 5300

Toronto Dominion Bank Tower
Toronto, Ontario

Canada M5K 1E6

www.mccarthy.ca <http://www.mccarthy.ca/>

From: MacLaren, Sandi [mailto:Sandi.MaclLaren@FMC-Law.com] On Behalf Of
Walker, Ross
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gént: Monday, March 31, 2008 4:21 PM

To: Pieterson, Linda; O'Meara, Matthew

Subject: Tax Refund purchase and Sale Agreement dated as of March 31, 2008
between Grant Forest Products Inc. as vendor and Peter Grant Sr. as
purchaser

Importance: High

Linda and Matt:

In accordance with your request, 1 confirm my view  that the transactions
contemplated by the above-noted agreement do not contravene the First Lien
Credit Agreement dated as of October 26, 2005, as amended, or the Second
Iien Credit Agreement dated as of March 21, 2007, assuming that:

1. the tax refunds being sold are being sold for falr market
value; and

2. the total amount of the gross proceeds derived from all
Dispositions (as defined by each of the Credit Agreements) made by Grant
Forest Products Inc. and the other Restricted Parties (as defined by such

Credit Agreements) in any single fiscal year of Grant Forest Products Inc.
does not in the aggregate exceed US $10 milliom. .

Please confirm that the foregoing also reflects your views.
Thank you.

Ross Walker

Fraser Milner Casgrain LLP

1 First Canadian Place

100 King Street West

Toronto, ON  M5X 1B2

Direct Line: 416-863-4743

Fax: 416-863-4592

sandi .maclaren@fmc-law.com

THIS MESSAGE IS INTENDED ONLY FOR THE ADDRESSEE, IT MAY CONTAIN PRIVILEGED
OR CONFIDENTIAL INFORMATION. ANY UNAUTHORIZED DISCLOSURE IS STRICTLY
PROHIBITED. IF YOU HAVE RECEIVED THIS MESSAGE IN ERROR, PLEASE NOTIFY US
TMMEDIATELY SO THAT WE MAY CORRECT OUR INTERNAL RECORDS. PLEASE THEN DELETE
THE ORIGINAL MESSAGE. THANK YOU

This e-mail is intended only for the named recipient(s) and may contain
information that is privileged, confidential and/or exeumpt from disclosure
under applicable law. No waiver of privilege, confidence or otherwise is
intended by virtue of communication via the internet. Any unauthorized use,
dissemination or copying is strictly prohibited. If you have received this
e-mail in error, or are not named as a recipient, please immediately notify
the sender and destroy all copies of this e-mail. Please be aware that
internet communications are subject to the risk of data corruption and
other transmission errors. FOIX information of extraordinary semsitivity,

2
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wé recommend that our clients use encryption software when they communicate
with us by e-mail.

By submitting your or another individual's personal information to McCarthy
Tétrault LLP or its affiliates, service providers and agents, you agree,
and '

confirm your authority from such other individual, to our collection, use
and : : |
disclosure of such personal information in accordance with our privacy
policy '

available at www.mccarthy.ca

McCarthy Tétrault contact information may be found at
www.mccarthy. ca/contact.aspx

The contents of this message may be privileged and confidential. Therefore,
if this message has been received in exror, please delete it without
reading it. Your receipt of this message is not intended to waive any
applicable privilege. Please do not disseminate this message without the

permission of the author.
****************‘k***********************************‘********************-k**k

**%%
Any tax advice contained in this email was not intended to be used, and

cannot be used, by you (or any other taxpayer) to avoid penalties under the
Internal Revenue Code of 1986,. as amended.



i
o
I

i
i

Pieterson, Linda

Page 1 ofJ 94

From: Kowpak, Ron [Ron.Kowpak@tdsécurities.com]
Sent:  Monday, March 31, 2008 4:37 PM

To: Pieterson, Linda; Montgomery, Ben; Scott, Frazer
Cc: O'Meara, Matthew
Subject: RE: Grant - Confirmation

| have no issues.

Ronald J. Kowpak

L oan Syndications - Agency

THE TORONTO-DOMINION BANK, as Agent
Royal Trust Tower

77 King Street West, 18th Floor

Toronto, Ontario, Canada M5K 1A2

T: 416 944-5046 F: 416 982-5535

ron_kowpak@tdsecurities.com

From: Pieterson, Linda [mailto:LPIETERS@MCCARTHY.CA]
Sent: Monday, March 31, 2008 4:34 PM

To: Montgomery, Ben; Kowpak, Ron; Scott, Frazer

Cc: O'Meara, Matthew

Subject: Grant - Confirmation

All:

7 Whiaste <. \(g'Ll'a e

Based on our conversations with Shemm&&e&ﬁegnd GFPI and the documentation to be delivered
at closing, it is our view that GFPI's proposed transactions regarding the refund comply with the
covenant in respect of dispositions in Section 9.04 of the First Lien Credit Agreement and that
accordingly, TD, as Agent, can discharge, at this time, the Sold 2008 Refund in accordance with Section

10.04.

. At this time, we are waiting for Grant to deliver signed copies of the documentation at which time TD's

pages can be sent over to Grant, subject to any additional comments or issues that any of you have.

Linda Pieterson

Partner
Financial Services
A 416-601-7587

F:/Téléc:  416-868-0673
E:/Courriel : lpieters@mccarthy.ca

Nno/29/7009
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McCarthy Tétrault LLP / S.E.N.C.R.L., s.r.L.

Suite 5300

Toronto Dominion Bank Tower
Toronto, Ontario

Canada M5K 1E6
www.meccarthy.ca

This e-mail is intended only for the named recipient(s) and may contain
information that is privileged, confidential and/or exempt from disclosure
under applicable law. No waiver of privilege, confidence ox otherwise is
intended by virtue of communication via the internet. Bny unauthorized use,
dissemination or copying is strictly prohibited. If you have received this
e-mail in error, or are not named as a recipient, please immediately notify
the sender and destroy all copies of this e-mail. Please be aware that
internet communications are subject to the risk of data corruption and
other transmission errors. For information of extraordinary sensitivity,

we recommend that our clients use encryption software when they communicate
with us by e-mail.

By submitting your or another individual's persomal informatiom to McCarthy
Tétrault LLP or its affiliates, service providers and agents, you agree, and
confirm your authority from such other individual, to our collection, use and
disclosure of such personal information in accordance with our privacy policy
available at www.mccarthy.ca

McCarthy Tétrault contact information may be found at www.mccarthy.ca/contact .aspx . .

skFxhkkhkkFhkxthkhkhkhrhdxk

NOTICE OF CONFIDENTIALITY

This communication including any information transmitted with it is
intended only for the use of the addressees and is confidential.

If you are not an intended recipient or responsible for delivering
the message to an intended recipient, any review, disclosure,
conversion to hard copy., dissemination, reproduction or other use
of any part of this communication is strictly prohibited, as is the
+taking or omitting of any action in reliance upon this communication.
If you receive this communication in error or without authorization
please notify us immediately by return e-mail or otherwise and
permanently delete the entire communication from any computer,

disk drive, or other storage medium.

Tf the above disclaimer is not properly readable, it can be found at
www.td.com/legal

AVERTISSEMENT DE CONFIDENTIALITE

Ce courriel, ainsi que tout renseignement ci-inclus, déstiné uniguement
aux destinataires susmentionnés, est confidentiel. §8i vous

n'étes pas le destinataire prévu ou un agent responsable de la
1livraison de ce courriel, tout examen, divulgation, copie, impression,
reproduction, distribution, ou autre utilisation d‘'une partie de ce
courriel est strictement interdit de méme gue toute intervention ou
abstraction a cet égard. Si vous avez regu cCe message par erreur ou
sans autorisation, veuillez en aviser immédiatement 1’'expéditeur par
retour de courriel ou par un autre moyen &t supprimer immédiatement
cette communication entiére de tout systéme électronigue.

P e N a NaTata



196

U Wille, Kathy

: From: Montgomery, Ben
Sent: ‘Tuesday, September-29, 2009 1:01 PM
' To: Wille, Kathy
B Subject: FW: Grant - Liquidity Discharges
1 Attachments: Liquidity Discharges 03-31-08.pdf
! "37'

_iquidity Discharges

03-31-08....

I Undertaking #3

————— Original Message-——-—-—

From: Kowpak, Ron

Sent: Monday, March 31, 2008 12:37 PM
To: Pieterson, Linda

Cc: Montgomery, Ben; Murray, Ian E
Subject: Grant - Liquidity Discharges

i
¢
A
!

Linda, attached please find pdf copies of discharges which have been executed by The
Toronto—Dominion Bank as Agent and Toronto Dominion (Texas) LLC. These discharges are

o delivered to you in escrow pending confirmation that the transaction complies with the 1st
; Lien Credit Agreement. Do you require original copies of the discharge to be delivered to
you and if so how many. Please advise. Thanks!

i Ronald J. Kowpak

: Loan Syndications - Agency

THE TORONTO-DOMINION BANK, as Agent
Royal Trust Tower

77 King Street West, 18th Flooxr
Toronto, Ontario, Canada MS5K 1AZ

T: 416 944-5046 F: 416 982-5535
ron. kowpak@tdsecurities.com
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Yoon, Jamie

From: Montgomery, Ben [Ben.Montgomery@tdsecurities.com]
Sent:  Tuesday, February 10, 2009 6:56 PM

To: Kowpak, Ron; O'Connor, Bill

Cc: Sfikas, Chris

Subject: RE: Grant - shareholder loan

Thanks Ron — appreciate it if you could let us know if you get a request to discharge this security interest

i From: Kowpak, Ron

Sent: Tuesday, February 10, 2009 3:45 PM
To: O'Connor, Bill

Cc: Montgomery, Ben; Sfikas, Chris
Subject: RE: Grant - shareholder loan

Bill, the only discharge that was signed was back in March 2008 wherein we discharged our interest in $10MM
2008 Tax Refund. The second $10MM represented a deposit on the purchase of the 2009 refund. | have not
been requested to discharge our security interest in the 2009 Tax refund to this point.

Ronald J. Kowpak

Loan Syndications - Agency

THE TORONTO-DOMINION BANK, as Agent
Royal Trust Tower

77 King Street West, 18th Floor

Toronto,-Ontario, Canada, M5K 1A2

T: 416-944-5046 F:416-982-5535
ron.kowpak@tdsecurities.com

From: O'Connor, Bill

Sent: Tuesday, February 10, 2009 4:42 PM
To: Kowpak, Ron

Subject: Fw: Grant - shareholder loan

Ron can you check on this issue and let me know. Thanks.

From: Montgomery, Ben

To: O'Connor, Bill

Cc: Sfikas, Chris

Sent: Tue Feb 10 16:22:35 2009
Subject: Grant - shareholder loan

8ill, -

Below is a summary of how the $20MM was injected in Q1 FO8 (credit dated Mar 28/08). An addition $25M was
subsequent injected as straight equity. '

Presumably they haven't yet received the $10MM relating to 2009 tax refunds (I'm not sure).

| didn’t bring it up on the call b/c not sure if Hap knows about it.

09/30/2009
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If we restructure we would want to make sure that shareholders do not take payment on this “deposit"

r - We should check with Ron to see if we have discharged security on the $10MM deposit re: the 2009 tax refund

++4++ bt

« The shareholders are intending maintain compliance with the liquidity covenant by injecting
~$20MM of capital into. the Borrower. From a timing perspective we believe that the new
capital will be injected prior to March 31, and therefore the liquidity covenant would not
technically be breached. In the event the new capital is not injected by March 31, and the

- liquidity covenant is breached, the shareholders would have 30 days to inject the capital to
prevent an EOD from occurring on the credit facility (30 day cure period). ]

« The capital will be injected in a manner that does not require any consents from the lenders.

. « TD (as Agent) has been provided with a draft summary (that has been reviewed by both

Borrower's and Lenders' counsel) on how the shareholders intend to inject the capital. The

capital will not be injected as equity. The shareholders intend to take advantage of the asset

disposition basket (US$10MM per annum) to inject the capital. The capital will effectively be

r a monetization of future tax refunds ($10MM in FO8 and $10MM in F09), and the

i shareholders will I6ok to pull their capital back out when the tax refunds come in.

« The proposed structure is summarized as follows:

i. on [March 31/08] a related company outside our the restricted group which we
‘ " understand will be a holdco above our Borrower (the "Purchaser") will acquire
. . US$20MM of the Borrower's 2008 and 2009 tax refunds

ii. on [March 31/08] the Borrower will receive US$20MM from the Purchaser consisting of:
“ a. US$10MM on the sale of a portion of the Borrower's 2008 tax refunds
! received between Sept 1/08 - Dec 31/08 ’

b. US$10MM deposit against the sale of a portion of the Borrower's 2009 tax
" refunds _
iii. on Jan 2/09 the Borrower will sell $10MM of its 2009 tax refund received between Sept
1/09 to Dec 31/09 to the Purchaser (consideration coming from (ii)(b))
e iv. the Agent (1st and 2nd lien) will provide the Purchaser with a partia! discharge of its
| _ security with the respect to: (ii)(a) in March/08, and (ii)(b) in Jan/09
- v. the Purchaser will receive the proceeds of the monetized 2008 tax refunds in late 2008,
and the proceeds of the monetized 2009 tax refunds in late 2009; the Borrower may
direct CRA to pay the monetized 2008 and 2009 refunds directly to the Purchaser, or.

" alternatively, to the extent the Borrower receives the monetized tax refunds from CRA,

the Borrower will agree to hold in trust and segregate the proceeds of the monetized

. ~ refunds for the Purchaser . ’

vi. the proceeds of the of the monetized tax refunds in 2008 and the 2009 will be greater’
than the US$20MM purchase price as the Purchase is buying the tax refunds at a
discount (at the rate of 90 day LIBOR); the discounted purchase price is to ensure that
the transaction does not conflict with the credit agreement, which sets out that such
dispositions must be done at fair market value :

« While it is contemplated that the Purchaser will pay the US$20MM to the Borrower in advance
of March 31, they have until April 30 (30 day cure period) to do so in order to avoid an EOD
in the credit agreement with respect to the liquidity covenant. .

o « The highly structured nature of this transaction is not so that the shareholders can avoid

o injecting straight equity. If the Borrower were to inject straight equity, it would be swept

‘ against the 1st lien debt, and therefore it would not be available to satisfy the liquidity
covenant. ) .

« Lenders' counsel believes that this structure will not require any consents under the 1st and
2nd lien credit agreements, however, there are still some technicalities that need to be

- 09/30/2009
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worked out by Borrower's and lenders' counsel. In the event thatitis determined that this
structure conflicts with either the 1st or 2nd lien credit agreements, we believe that
the shareholde rs would bé highly motivated to seek another option to inject the necessary
capital to mainain compliance with the liquidity covenant. We believe that another option
open to the shareholders to inject new capital is to increase the postponed s/h loans
(currently $50MM), the proceeds of which would not be swept.
« TD as Agent (for both 1st and 2nd lien) will provide the partial discharge of security (refer (ii)
above) on the basis of an opinion from lenders' counsel that the structure does not conflict
with the credit agreement. :

Ben Mo ntgomery, Vice President & Director
{nvesim ent Banking - Corporate Credit

TD Secruities

700 We st Georgia Street, Suite 1700
Vancouwer, B.C. V7Y 1B6

T: 604.654.3525 F.804.654.3166
ben.moigomery@tdsecurities.com

09/30/2009
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