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.. ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE C’OJ!IPANIES' 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 (the
"Applicants')

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

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

. businessman, MAKE OATH AND SAY:

1. I am the Chairman and Chief Executive Officer of the applicant Grant Forest Products
Inc. ("GFPI"). As such, I have personal knowledge of the matters to which 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 lumber business in Ontario for several generations, going back
to the 1880s. 1 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 first OSB mill in Englehart,

Ontario in 1981. OSB is an alternative to plywood and is commonly used in residential
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construction. The company grew to become one of the three largest OSB- producers in North

America.

3. I (and a Grant famiily trust known as Twin Lakes Trust) are‘the nltimate shareholders of

GFPIL.

4. - Background ‘information in respect of GFPI and affiliated companies is set out in the
affidavit of Peter Lynch, the Bxecutive Vice-President and Sectetary of GFPI, sworn June 22,
2609 and filed on the application for am initial order-in this proceéding. I have reviewed that
>aﬁ'_1d‘avit in respect of this motion. For the sake of efficiency, I do not propose to repeat what is
stated m that-affidavit concerning the corporate background-and structure, although I should not

necessarily 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 involved in steps to assist GFPI's

cash-flow.

6. In July 2004, I cansed 1308406 Ontario Inc. ("1308406"), which is cotitrolled by me, to
loan $40 million on an unsecured basis to GFPI, and in October 2004 I caused 1308406 to loan
GFPI a further $10 million, again on an unsecured basis. These amounts have not been repaid.
On behalf of 1308406, I have signed postponement and subordination agreerents (subordinating
these loans to the First Lien Credit Agreement and Second Lien Credit Agreement referenced in

Mz. Lynch's initial affidavit).
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7. In 2006 GFPI declared preferred dividends in the amount of $6 million in favour of Grant

Forest Products Corp.; which I control. These dividends have not been pajd by GFPL

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

accounts as a capital contribution,

9. Although I serve as Chairman and CEO of GFPI, I have not received a salary from GFPI

for many months.

10. I am informed by GFPI’s pension congsultant, Roy Craik, and believe that an Executive
Retirement Plan established for my benefit by GFP! is underfunded to the extent that it would
require -a contribution of approx;ima’c.ely $18 milli(;ﬂ for the Plan to provide me with the
retirement income I was to receive under thet Plan at age 70. No contributions have been made

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

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

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

GFPI expected to receive in 2008 and 2009,

12.  The concept VV.88 that 1 would pay US$20 million to GFPI in March 2008 to acquire &
portion of GFPI's 2008 and 2009 tax refunds, with the purchased portions of the tax refunds
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 vltimately receive the purchased

portions when the 2008 and 2009 tax refunds were paid by the government.
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13.  The-atrangement Was such that once GFPI received the 2008 -and 2009 tax refunds from -

the government, it would be. obliged to hold the portions of the refunds which I had purchased
(approximately US $10 million each year) in trust for me and then pay them out to me-or as I

directed.

14.  The arrangement was principally devised and structured by Mr. Lynch and Ross Walker,
a'solicitor and partner of Fraser Milner Casgrain, which firm prepared the Agreement referred to

below in paragraph 16.

15. The Board of Directors of GFPI approved the tax refund- purchase amrangement at a
directors meeting held on March 27, 2008. Attached as Exhibit "A™ is a copy of the minutes of
the directors meeting 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

GFPI effective March 31, 2008. " A copy of the Agreement is attached as Exhibit "B".

17. | The "2008 Closing" as defined in the Agreement took place on Mareh 31, 2008. At that
time I personally paid to GFPI ﬁS$10 million to purchase the "Sold 2008 Refund” and paid a
further US$10 million to purchase the "Sold 2009 Refund", as defined under the Agréement.
The latter amount is described as the "2009 Purchase Price Deposit" under the Agreement. In
exchange, I received a transfer acknowledgment and partial dischatges from the First and Second

Lien Lenders in respect of the Sold 2008 Refund, copies of which are attached hereto as

Exhibits "C" and "D".




-5-

18.  The Lien Lending Agents in respect of the First and Second Lien Credit- Agreements
knew of and approved of the: Agreement, and provided the partial discharges in respect of the

Sold 2008 Refund thereunder.

19. Later in 2008, after GFPI received its 2008 tax refund from the Canada Revenue Agency,
I received from GFPI approximately US$10 million in respect of my purchase of the Sold 2008

Refund.

20. The "2009 Closing" was. to occur en January 2, 2009, as specified in the Agreement. I
was not obliged to provide anything'at the 2009 Closing as I had already paid the US$10 million
purchase price in March 2008, and exchange rate adjustments meant that a srall addit_ional
~amount was to 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. GFP1I delivered neither of these documents on January 2, 2009, nor at any time thereafter.
I understand from Mr. Lynch that the Lien Lenders indicated informally that they would not
approve providing the partial discharges, and GFPI thereafter took the positioxi that it would not
provide the transfer acknowledgment (although the consent of the Lien Lenders is in no way a
necessary condition 'unde'r the Agreement). According to a recent email received by my counsel
from Mr. Lynch o.n June 19, 2009 (a copy of which is attached as Exhibit "E"), GFPI made no
wntteu demand of the Lien Lenders to provide the partial discharges in respect of the Sold 2009

Refund. I did not agree with or consent to this.

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

copy is attached as Exhibit "F",




23. - GFPI now takes the position that it will not deliver the transfer acknowledgment, and
(subject only to this motion) intenids not to hold in.trust or pay to me or as I may direct the Sold

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

24,  Mr. Lynch acknowledged in his Jume 22, 2009 affidavit, referenced -above, that the

company is in default to me under the Agreement.

25.  Thirough my counsel, I have wiitten to GFPI demanding the delivery of the transfer
acknowledgement and completion of the transaction in respect of the Sold 2009 Refund. A copy
of my coumsel's letter to Mr. Lynch, dated June 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. I purchased an asset from
GFPI. This was not a loan or capital injection. The Sold 2009 Refund, once received, should be

held in trust for me and thereafter paid to me or as I may direct, by GFPL

25. 1 swear this affidavit in gooed 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 Shoreg, in the Province of

Yﬁn@ this 8th day of September, 2009.
\ oo fan s \\\ (\m& .

AISSTONER FOR OATHS

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

N S e e Nt Ve N N N

Momquc Marie Plante, a Commissioner, etc.,

District of Timiskaming

forGrant Foress Products inc. and {ts sssoclated companies.
Expires May 7,.2011.




This is Bxhibit "A" referred to in the

Affidavit of Peter J. Grant Sr.
Sworn before me this 8th

day of ip\temb er; 2009
AT LS. \ KAE& .

A Compissioner for Taking Affidavits

Monique Mari¢ Plante, & Commissioner, etc.,

District of Timiskaming

for Grant Forest Products Jne. and its associated companies.
Expires May 7, 2011,




BOARD OF DIRECTORS
GRANT FOREST PRODUCTS INC.

M:EETING Falrmont Royal York Hotel - Salon 3 —~19% Fleor

“Viarch 27,2008

‘Peter Grant Sr - ‘Director

Petei M. Lynch -. Director

Per Brunes - Director

Mike Harzxis ~ " Director

Peter Grant:Jx. - Divector

Bill Stinson - Director

Jamie Wallace - Direotor

Eric Davis - by invitation of the Board
Monique Plante - by invitation of the Board
Sarah Grant - by invitation of the Board
Andrew Grant - by invitation of the Board

Tn
Bridget Grant

Peter Grant Sr. as Chairman and C.E.O. of the Corporation calied the meeting to order at
12:50 pm and acted as Chaitman of the meeting and Monique Plante acted as Secretary
of the meeting,

The minutes of the last meeting were distributed to all Directors, Per Brunes moved that
the mimutes of the last meeting dated December 7, 2007 be approved as submitted,
seconded by Jamie Wallace and unanimausly carried.

GFP INC, FINANCIAL REPORT

Eric Davis presented a financial report covering the following topics:

2007 Financial Results

Approval of 2007 Audited Statements
Project Gator Update

Y'TD February Financial Results
Projected 2008 Results

Dbt and Liquidity

Projected Cash Flow

Covenants

Sensitivities & Risk

888888888
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2007 Full Vear Financial Results

Excluding Allendale, Y'TD December sales volume oume in at 1,199.1 ‘million sqfi:3/8
just glightly off budget but well off from prior yearby 363.5 millicn sqft 3/8.dueto the
contifived stutdown of the Fimmims operation and a two week Deceriber closure in
Footner, YTD operating income came in at a loss of $4.6 million. or $3.4 million less
than the November forecast. This difference was caused by the lower volume anda
fower selling price than ofiginally forecasted plus some higher maintenance at Englehart
and shutdown costs at Footner, SG&A was higher then the forecast by $3.3 million
oaiaty due to.year.end and tax related adjustments. This resulted ih a negative EBITDA
of $53.3 million. Interest expense for the full year came in at $45.4 million or $0.9
million higher than forecasted due to lower cash balanices and the. lower interest rate on
the tash. - Due to the strength in the Canadian dotlar we have a favorable foreign
exchange gain on onr net US$ debt YTD of Cdn$63.4 millor. {This is a non cash item
and will change both positive and negatively with the movement in the Canadian dollar to
the US dollar. For example our YTD October gain was $85.4.million) This resulted in
nét income coming in at a loss YTD of $35.5 million as compered fo the forecasted loss
of $46.2 million.

Exic also stated that as of December 31/07 the company had debt of US$562 million and
cash of US$75 million for & net debt position of US$487 million. Bric also stated that as
of December 31, 2007 GFPI was well within their covenant requirements, with.senior
debt to cap at 32% (requirement at or below 55%), total debt to cap at 47% (requirement
at 60% or-less), interest coverage is waived until March 2009 due to the PIK on the
second loan, equity came in at Cdn$522 million (requirement et or higher than Cdn$375)
and Jiquidity at Cdn$74 million (requirement &t or above Cdn3$70 million). Eric alsa
stated that the cash was all invested in short term deposits averaging a remrn of  ~
approximately 3.5%.

The company had increased its cash position from US$24.8 million as ‘of December 31,
2006 to US$75 million as of December 31, 2007 for a net increase of US$50.2 million,
During the 2007 year the campany had increased its loans by US$272.9 million for a net
nsage of US$222.7 million ($272-9 minng $50.2). The arcas of usage are as follows:

06 tax payment of $2 million

Operation losses $39.9 million

SG&A $43.7

Capital expenditures $150.4 (US operations $145 and Cenada of $5)
Interest payments $25.8

Financing fee $6.7

Swing line payraent $1.3

8888888

The corapany had further inflows of $16.6 million from tax refunds and $30.5 million
from working capital.

" Anupdate on the South Carolina expansion was provided. Bric stated that for the period

from November 1, 2007 to Decernber 31, 2007, Allendale had spent US$5 million with
US$6.5 million remaining and in Clarendon we had spent US$5 million with US3$20.8
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million rémaining. Both projects wero on target to. hit their revised budgets of US3280
million each. Allendale had accumulated startup losses of $38.3-million and startisg in -
January 2008 would be amortized over a.3 year period. -Clarendon had startup losses of
$9.0 million and bad yet to begin amortization, Due to changes in accounting standards
all startup losses that retnained as of January 2009 would have to be expensed and any
futire startup losses would have to be expensed in the period incutred.

On motian duly made by Bill Stiuson, and seconded by Peter Lynch and upanimously
.- caried, it-was resolved that the annual report of the Cotporation including the financial
stateinents for the period ending Decermber. 31, 2007 and: the report of the auditors
" thereon and related reports submitted-tu the meeting by: Eric Davis; CFO be and the same
are hereby-approved and that avy director be and he-is kereby authorized to evidence the
approval of the Board by signing the said report at the foot of the balance sheet and the
annual report be submitted to. the shareholder of the Corporation for epproval.

YTD 2008 Financial Results

Jnghading Allendale; YTD Februacy sales volnme came in at 273 million sqft 3/8 or 14.9
.IM3/8 better than budget and higher than prior year by 38 million sqft 3/8 due to-the
higher volume from the Allendale operation. Y'TD operating income came in at a foss of
.$4.3 million or $2.7 million less than badget. This difference was caused by a much
lower selling price than budget ($113.55 vs. $126.30), offset by the higher volume.
SG&A was slightly lower than budget (34.6 vs. $4.7), Interest expense came in right on
budget at $$8.8 million. Due to the strength in the Canadian dollar we have a favorable
foreign exchange gain on outnet US$ debt YTD of Cda$3.6 million. This is a non cash
item and will change both positive and negatively with the movement in the Canadian
dollar to the US dollar. This resulted in net income coming in at a loss YTD of $17.5
million as compared to the budgeted loss of $17.% million.

For the full year forecast as compared to the December 2008 budget volume will reraain
the same at 1,672 M3/8. However revenue has been Jowered due to the lower selling
price. Our revised FY mill nets have been lowered by $14 M3/8 to $128 or §10 lower
than prior year. The drop.in reverme of $23 million was offset by favorable variable costs
due to better wood utitization and lower resin costs and usage, Fixed costs are expected to
be in line with the previous budget at $77.1 million. The lower revenue slightly offset by
the expected lower variable cost has caused ns to lower the operating profit from $16,7
milfion to-$9.9 million for a reduction of $6.8 million, however this is $44.1 million
better than prior yoar.

SG&A has been further reduced by $1.3 million to $27.1 million due to further staff
reductions, EBITDA is forecasted to come in at a loss of $24 million for an Increase loss
of $12.4 million due to the above items. ‘

Interest expense has been revised to réflect the current boxrowing rates-and is now
forecasted to be $59.8 million or-$4.8 million higher than the previous budgetdueto a
lower expected cash position, 'We are forecasting the Canadian dollar to average par with
the US$ resulting in an unfavorable exchange logs on our net debt position. This is a non
cash item and will change both positive and negatively with the movement in the

" Canadian dollar to the US dollar.
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An pdate o the South Carolina expanmon was provided. Eric Davis-stated-that for the
period from January 1, 2008 to February 29, 2008, Allendale had spent US$1 wmillion

“with US$5.2 million remaining avd in Clarendon we bad speat US$6 xuillion with

USS15.2 million remaining. Both projects were on target to hit their revised budgets of
US$280 million each. .

Eric Davis stated fhiat as of Febroary 29/08 the company had Debt-of US$567 million
and cash of US$33 million for a nat Debt position-of US$534 miillion. - Eric also stated
that as of February 29th, 2008 with the exception of Liguidity we were well within our
covenant requirements, with senior debt to cap at 34% (requirement at or below-55%),

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

March 09, equity came in at Cdn$490 million (requirement at or higher than Cdn$375)
and Liquidity at Cdn$33 million (requirement at or sbove Cdn$60 million). Eric also

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

YTD February the company had decreased its eash position by $41.8 million. Cash was
used as follows:

Operating losses of $5.4 willion

SG&A of $4.6

Capital of $7.4

Interest payments $5.3

Corp. 53.2 ‘

Working Capital build (F.G.mainly) of $15.9 million
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As of the end of Q1 the company expects to have an increase of cash by $7 million
growing from $33 million to $40 million. This is mainly dus to receiving a tax refund in
March of $8.6 million. - However we would still be short of the liquidity covenant by $20
raillion; ($40 vs. $60). ,

Bric Davis showed that based on the sssiumptions that were presented to the board the
liguidity covenant would be missed in Q1 and Q2 and would be within $5.5 nillion in Q3
and on side in Q4 as the expected tax refunds are received. It was proposed that the
company sell $20 million of its expected tax refund ($10 million for 08 and $10 million
for 09). "Fhe $20 million would be raceived in Q1 which wonld put the cash position at
the end of Q1 at $60 million right at the liquidity requiremnents.

It was further shown that based oz the 2008 and 2009 assumptions and the sensitivity
impact on BBITDA. that the compeny would require at least another $50 million to ensure
covenant complisnce through to the end of 2009, It was agreed that the company would
as a fixst gtap, sell the $20 million of expected tax refund in Q1 with management
continuing to source elternative financing and sources of funds and report back to the
board with an update in. 45 days.

SALE 2008 0 ' NDS

On motion duly made by Peter Lynch, seconded by Bill Stinson and wnanimously carried
it was resolved as follows:
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“WHEREAS the Corporation wishes to increase its liquidity on March 31,2008;
AND "WHERFEAS Peter Grant Sr., a person related to-the Corporation, has agreed to

. assist the Corporation by-purchasing-from the Corporation certain’ of the Corporation’s

iricomne tax refunds which the Cgrporation expects to receive in 2008, 2009 and 2010-and
the Corporation wishes to sell such tax refunds to Mr. Granf;

NOW THEREFORE BE IT RESOLVED THAT:
The Corporaﬁdu' is hereby authorized to sell to Mir. Grant;-or to. such other purchaser as

he may direct, the Sold 2008 Refund and the Sold-2009 Refund (both as defined by the
transaction suromary dated March 27, 2008 (the *Sununary”) reviewed by the directors, &

. copy of which is hercby directed to be attached as Schedule “A” to a copy of this

resolution in the Corporation’s minuis book);

The Corporation is hereby anthorized.to complete -the transactions referred to in- the
Summary substantially in accordanca with the provisions of the Summary, subject o any
changes thereto to which any officer of the Corperation may agree;

The Corporation is hereby authorized to-execute and deliver an agreement of purchase
and sale between the Corporation and Mr. Grant with respect to such transactions, such

-agreement of purchase and sale to be in & form satisfactory to am officer of the

Corpotation;

The Corporation s hereby authorized to execute and deliver to the purchaser the
following documents with reapect to the transaction:

© 4 trangfer by the Corporaiion io the purchaser of the Sold 2008 Refund on March
31, 2008 at the closing af such sale; and

w0 A trangfer by the Corporation to the purchaser of the Sold 2009 Refund in 2009 at
the closing of the sale;

Bach of the agreements or ather documents referred to in this resolution shall be in a form
approved by sny officer of the Corporation and the execution by anm officer of the
Corporeation of such agreement or other docnment shall be conclusive ovidence of such
officer’s approval of the form of wuch agreerent ot other docuiment; - :

Bach of the officers of the Corporation is hereby authotized for and om. behalf of the
Corporation to exeoute alone and to deliver to the purchaser each of the documents
referred to in this resolution and all such other agreements, instruments and docurnents as
may be necessary or desirable to give effect to this resolution or to complete the
transactions referred to in the Summary; and :

Rach. of the officers of the Corporation is hereby authorized to do all such other acts and
things as may be necessary or desirable to give effect to this resolation or in connection
with the performance by the Corporation of its obligations pursuant to smy of the
documents referred to in this resolution.”




27,2008 . . . . FPageb

A peer group Summeary (Ainsworth, Norbord, LP) was pri’:sented by BEric Davis
.O5B GROVP —presentéd by Peter.Grant Jr.

.0 . Strategio Focus for 2008 (rscap from December meeting)
o Continuedcost reduction and cash congetvation efforis 1o reflect ongoing
downmatket and praduction downsizing
o Continued focss on Allendale productivity and cost
o Clarendon mill construction and start-up (timing tnder review)
o Take advantage of specialty and value-added product ppporhmities o
enhanee mergin i
o Continue operatipnal initiatives to support-above
Performance Review
Mauarket Overview
‘2008 Actions to Date & Game-Flan
--Btrategy Review .-
Major Cost- & Margin Iaprovement Activities

o
o
o0
L=©/
"

The results of the meeting of the Compliance Committee held carlier that day were
reported to the directors. That included a report-on the MOE charges relating to the
Timmins facility emissiots from September 2005 to September 2006. It was confirmed
that there were no other compliance issues since the last meeting of the Board of
directors.

NSWO —Peter Lynch
A general discussion was held veparding the Altsworth sithation end in partieular the
potential position of Ainsworth with Iespcct to the working capital requirernents for the
Footoer MilL
SB.C  ACTION
Peter- Lynch gave an update on the OSB Class Action.

NEW BUSINESS

There was no new business
June 12 & 13, 2008 — Toronto ~ Royal York Hotel with Senjor Managers

October 9, 2008 — Toronto — Royat York Hotel
December 4 & 5, 2008 — Royal York Hotel with Senior Managers
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* It was moved by Per Brunes, seconded by Jamie Wallace that the meating be corictuded.

Carried,.

The meeting adjourned at 430 pio.

“PetorJ, Grant
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SUMMARY OF THE SALE BY. GRANT FOREST PRODUCTS INC. TO PETER
GRANT SR OF INCOME TAX REFUNDS EXPECTED TO BE RECEIVED BY
GRANT FOREST PRODUCTS INC. IN 2008, 2009 AND 2010 FOR A TOTAL SALE
PRICE OF THE CANADIAN DOLLAR BEQUIVALENT OF US $20 MILLION -

Objective:

Tax Refunds:

Method:

‘March 27,2008 -
SUMMARY OF PROPOSED SALE

To. improve GEPY's liguidity and-to continue to comply with. its
liquidtity -covenants under -the. first. lien credit- agreoment (Sectmn
9,02(5)) and the second lien credit agreeiment (Section 9.02(4)).

Refunds wnder the fncome Tax.Act orthe Corparations Fax.Act i an
estimated; emount:

In excessof Cdn $45 miillion, expested to be redeived by GFPY from
Septémber 1, 2008 to March-31, 2009 ‘due to the ova:payment of
20052006 tax {the "2008 Tax- Rcﬁmd"}, and

In excess of Cdn $15 miltion, axpetted to.be received by GFPI from .

September 1, 2009 to March 31, 2010 due to overpaymcnt of 2006
tax (the "2009 Tax Refund™).

Convert GFPI‘S tax refund claims to cash of GFPI before the tax
refunds are received by GFPI by the following steps:

GFPI sells to a purchaser (the "Purchaser”) related to- GFPI, GFPI's
intérésts in that amouat of the 2008 Tax Refund and that amount of
the 2009 Tax Refund which togethér have, when sold, 4 fair market
value equivilentio the Canadian dollar eqtivalent of US $20 million
for a'total -sale price-of the Canadian dollar equivalent of US $20
million as follows:

On-March-31,:2008, stle of that portion of the 2008 Tax Refund (the
"Sold 2008 Refund"), the presert value of which ox March 31, 2008
is the Canadian. dollar equivalent of US $10 million (based on a
discount rats equivalent to 90-day LIBOR ou March 31, 2008) for
the sale price of the Canadian ‘dollar equivalent of US $10 million
paid in cash to GFPT on March 31, 2008; and

. OnJapuary 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 Capadian dollar equivaleat on Jamuary 2, 2009 of US $10
maillion (based cn.a discount rate eguivalent to 90-day LIBOR. on

'
'
1




Yamery 2, 2009), for the sale price of the Canadian dollar equivalent

of US $10 million, with the estimated sale price (based on the
exchangs ate i effect on March 31, 2008) paid in cash to GFPY on
March:31, 2008 (i.e, estimsted purchase price prepaid but with an
agreement to adjust price or the emount of the: Sold 2009 Refund on

"3anuary..2,=2009 to reflect exchange rate change bitween Mearch 31,
12008 afi. Jaguery 2, 2009). . The:actual sale proceeds recelved by

GFPF are the Canadian dollar.equivalent as at Jambary 2, 2009 of US
$10 million. ‘The prepaid porchase price 1s not held by GFPY in trust
and'miay be used by GFPL . .

-Purchaser would agree that it does-not asquire any right, title or
. interest # the Sold 2009 Refiund wntil it recejves the transfer thereof
- from GFPI on January 2, 2069, T

If it is subsequently deterimined by CRA that the purchase price paid
for the Svid 2008 Refind o 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 thesecond led crodit agreement, adjust such
purchase price or such refunds so-that each refimd ig sold for a fair
mexket price.

If any of the Sold 2008 Refund is not received by the Purchaser by
March 31, 2000, to the extent not prohibited by the provisions of the
first liem credit agreement or the second lien credit agreement, the
purchase price thereof or the Sold 2008 Refund would be adjusted,
GFPI would, at its option, eithor refund a pro rata amount of the
purchase price to Purchaser without interest or deduction at a date
after March 31, 2009 specified by the Purchaser or include in the
Sold 2008 Refund an applicable amount of GFPI’s tax refunds to be
recaived after March 31, 2010 and the Parchaser wonld remit to
GFPI any of such unreceived refund if it is received by the
Purchaser after such adjustment. -

If any of the Sold 2009 Refund is notrecoived by-the Purchaser by

March 31, 2010, to the extent not prohibited by the provisions of the

. first Hencredit agreement ot the second lien credit agreement, the

puréhase price thereof or the Sold 2009 Refund would be adjusted;
GFPI would, at-its option, either refund a pro rats-emount of the
purchase price to Purchaser without interest or dedhiction at a date
after Maich 31, 2010 specified bythe Purchaser or include in the
Sold 2009 Réfund an applicable amount of GFPI's unsold tax
refunds to be recelved after March 31, 2010 and the Purchaser
would remit to GFPI any of such unreoeived refund if it is received
by the Purchaser after such adjustment.




[NTD: US $10 m:lﬁou saleproceeds received by GFPI from sale of
-refitads in each off 2008 anid 2009 at fair market value to comply
with the imitations on Dispositions pursuant to Section 9.04(1)(c) of
“the first litn credit agreement and-Section 9.04(1)(c) of the second
Jen credit apreemeit.]

" GFPT:-would: not. s&ll to Purchaser -any: interest payable by CRA. to

GFPLwith regpect to the 2008 Tax Refund or the 2009 Tax Refund.

The Burchaser would pay-income tax on'its gain from the purchased
refinds (based.on the difference between the amount. of the refunds
it recéives and the amoumtit pald to buy them).

Bach 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 Refimd
{collettively, the "Sold Refunds") from such security (and to releass
any interest therein) when the applichble tramsfers are delivered,

[NTD: See Section 10.04 of fitst lien credit agreement and Section
10.04 of second lien credit agme.ment]

GFPY'may, after delivery to the Puréhaser of the transfer of the Sold
2008 Refijnid, direct CRA and the:Minister of Finance to pay the
Sold 2008 Refund to the Purchaser énd may, after: the delivery to the
Purchaser of the transfer of the Sold 2009 Refund, direct CRA and
the Minister of Finance to pay the Sold 2009 Refund to the:
Purchaser,

. GFPI would agtee 1o hold in trust for Purchaser, keep segregated

and pay to Purchaser any amount of the Sold Refumds received by
GFPL

GFPI-would not grant Purchaser any security for GFPT's obligations
to Purchaser with respeot to the Seld Refunds and would not pay any
nterest oy the prepaid sale price for the Sold 2009 Refund or any fee
related to the refund sales.

WWt between GFPI and Purchaser re sales of Sold Refunds.
Transfer by GFPI to Purchaser of Sold 2008 Refind.,
Partial discharge by First Lien Agent of the Sold 2008 Refind from

. segurity.




e - A ——

Pastisl discharge by Second Lien Agent of the Sold-2008 Refund
* from secuity.

Approval of independent cormiittes of GFPI's board of directors. -

[NTD: See Sections 9.04 (15) of fist and second Hen credit
agredments.]

Transfer by GFPI to:Purchaser of the S01d: 2009 Refand.

‘Partid] discharge by First Lien Agent 0f Sold 2009 Refund.

Partial ‘discharge by Second Lien. Agent of Sold 2009 Refund.




* Thisis Exhibit "B" referred to in the
Affidavit of Peter J. Grant. Sr.
- Sworn before me this 8th
day of September, 2009

N N\

‘A Commidsioner for Taking Affidavits’

Monique Marie Plante, a'Commissioncr. ¢tc.,
Distriet of Timiskaming :

for Griut Forest Products Inc. and its associsted companies. x:

.

Expires May 7,2011.

!
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Draft: March 31,2008

TAX REFUND PURCHASE maSAEEAGREmNT
THIS AGRECMENT iy dated sy of the 3 1* doy of March, 2008,
CBETWEEN: '

4

PR GRARTER
(horoinafier referred to ea the “Purchaser)
-and -

GRAN’I‘ FOREST PRODUCTS INC,; & corpm‘aﬁon
Itoorporated undér the lawe of the Provines of Ontario |

{heteinafter referzed o as the “Vandor")

WHERIBAS the Yerdor expeots to recdve mﬁmd&mdea:tbe Ircome Tes Aot and wnder

. the.Corperdiions Tax Aot and wishes to-sell patts of such tefunds to the Puichaser (in the case of

* theJncoms Tk Aot as pesmitted by seotion 220(6) of the Tnooma Tax Aef) in order to improve
the Vendor’s Hiquidity;

AND" WHEREAS the Purchaser is trelajed to thz Vendor and wishes o assxst it to-
irprove jts Hquidity;

NOW THERB&PORE this Agreement witnesses that in considere.ﬁon of the. nautual
covenants contafned hereln asd for other good and valusble eonslderation, the receipt and
suffiglency of which are acknowiadged by each parly to ihs other, the parties hereto agree ad

- follows:
ARTICLE 1
INTERPRETATION
. Section 1.01 Definitions
In this Agrestent!
“Agresment” means this tax md | purchase and sale agreement;

“Hooks and Records” means all the Vendor's book.s, reoords, data and
{uformation relating fo wny or all. of the Purchased Agsets;
3
. “Business Dy means a duy othes than & Seturday,’ Sunday or eny other day on
which the princlpal Canadian chartersd banks loceted-in the City of Toronto are not opan for tha
“transastion of domestic businiess during narmal banldng houns; :

. .
O o rre A St e § S 4@ Aty S - SR o v TE WP o A S s @ @ b et a4 ey ¥ime ® e § seemqemsxs m KR wun ¥ Ee AEeetr s = b n e v e weses as s ewes em v
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~ o0, ae-smonded;

2

S Corporations Tq:'a;dzi:" mesns the Corporations Tax At (Ontayio), R.8.0. 1990,

GORA. msans Canady Revenuo Agetioy; . _
“Discount Rate” ons dny ‘day meens tho rate which is equivalent to the 90-Day

- TR0 Rate on el dsy:

. 8U6EeIsOL;

" en weeraemerTozonte-Deminion-Banlk, -es- Conadian-

%nmg;mmkm@ mesng -the -Ontario’ Minister. of Finance or-his or -her

“First Lidn Agents means The-Totouto-Dosinion Bank and Toronte Dosiinlen
(Texas) LLC, ag agenty prespant o the First Eden Credit Agreement, .

“First Lien Credie Agrovment” means the-credit agreoment dated ag of Outober
26, 2005 -ambng the Veridor,. Grant U3, Holdings (P (formedy ‘Grant US. Holdings LLE),
Grant  Forest Produots Sdles oo, Crunt. Alberta - Yoe, Southeast Properties LLC (formorly
_Goutheast Propertios Inc), Great Allendale LP. (formely. Grant Allendals Inio,), Grant Ghatendon
LP {formerly Grant Clarendoy Inc,), The' Toronto-Dosinion Bank es Canadian Admintstiative’
Agaut, Totonto ‘Dosiindon (Téxay) LLC, a4 118, Administrative Agent, and fhe lenders referved
to therols (a8 amended, inter ‘alia o inolde Orent US Salos Ino. as a ghatantor) (65 the sapme -
may befurther amerded, restated, aupplementad or zeplaced from time to tiras);

SFycome Tax Acr* means, collectively, the Income Tax 4et, RS.C. 1985, 5th
‘Supplement, the Income Tax Applcation Rules, R.8.C. 1985, 5tk Supplesnent, and the Income '
Tax Regulations, in each vase as amended;

“90-Nay 1IBO Rate” on any dny"mcans-"'the interest vato expressed @S &

- percentags rate per year caloulated- on the- basls of & 360:day yemr equivalent-to the raté for

-deposits in U8, dollgrsin the London, Bngland terbank matket for a petiod of 90 days which
appears on the “LIBOROI Page” of the Reuters Monsy Rate Sarvice (or any SUCCEIEY SOUCe
from time to tnse for suoh sale) as of 11:00 amm, (London, Bngland time) .on the second Bure
business day preceding such day; -

- “Post-2003 Yncome ‘Tax Refunds* means the Vendor’s incoine tax re:_ﬁirida tabe.

" recesved by the Vendor affer March 31, 20105

“Purchased Asaetaﬁ! reans tha Sold 2008 Refimd and the Sold 2009 Reind;
“Spcond Ldion Agents” means The Toronto-Dopiision Baak and Toronto

"Deminion (Texas) LLC, as dgents pumsuact o the Second Lien Credit Agreoment.

: " wgecond Lien Credit Agreement” means the eredit agreement dated as of Maroh
21, 2007 asmong Grant U8, Holdings GP (formetly Grant U.8. Holdings. LLP), ag borrower, the
Vendar, Grant Forest Produsts Sales Inc,, Crant Alberta Inc., Seutheast Propertles LLC
(Rormeily Southeast Propéttios Ine,), Grant Allendaie LP (formerly Grant Allenidale Tuo.), Grént
Claréndon LP (formerly Grant Clarendon Ine.) end QGrant US Sales Tno., as guaraotoss, The .

 TofDosy ML

Collsteral-Agant, -Toronto . Dominion{Texas)-LLG, 88w cmer wwuees - =
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- 3.
Administrative Agent and U.8, Collatereh Agent; and the lenders rofeired to thereih (as the same
sy bie amended, }resbat.ed,~sgp_p1§§nmtedorrepiaoed from time o time); ;

: “Qo1d 2008 Refund* means that pmt of the 2008 Tax Refund, the predent value [ &
which; based on the Discount Rets in ‘affsct on March 31; 2008, is the Canadian doliar equivalent

- on Marair 31,2008 of U8 $10 milliory

. Refutids

CSeIT 2008 Reagari omoan thet past of fe 2009 Tax Refond, tho preseat velio OF
whiich, based on fhe-Diseount Rate in effect on Janusry 2, 2009, is the Conadian dollar equivalent
on Jeousary: 2; 2009 o US $10 milHon ;

: FUS $10 milon

| ©2008 Closing” means the closing of the purchase.and sale of the Soid 2008
Refurid on March 31, 2008; :

. %2009 Cloalxg™ mesn the closihg of the putchese and .sale of the Sold 2009
Refund on Janwary 2, 2009; : .

«2008 Purchass Prics” meatie the Canedian dollar equivalent en Merch 31, 2008
£ US $10 million payable by fie Purshaser to the Vondor on Mareli 31, 2009 for the Sold 2008

.**2009 Purchase Price” means the Canadian doiler equivalent on Januerys?, 20‘% oy,
0fUS $10 miltion payable by itis Purchaserto the Vesdor for‘the-Sold 2009 Refund; - / AL

“2009 Purchase Price Poposit? means the Cenadian dollar equivalent on-March
31,2008 of US $10 millioiy . '

. k2008 Tax Refund® means the Vendor's income tax. reftind in excess of $45
million which the Vender expecis to receive during te perfod from September 1, 2008 10 March
31, 2009 with respest to its Incoime taxes paid for'2005 and 2006; and

%2009 Thx:Refurid” means the Vendor's fncome tax refund in exceas of $15
million which the Vendor expecis to recaive duking the period fram Septetiber 1, 2009 to Meaxch
31, 2010 with vespest toits Inoome taxes pald for 2086,

Section .02 Cumency -~ .
"+ All teferences. 1o this Agreemmt 1o munetefry amonnts; unless indlcated to fhe

- opntraty; ate {0 Canadian currenoy,

Section 1.03  Entlre-AgiSementt Amendment;. Walves e

. This Agréertiont onstitutes the eritits agreomsnt betwoen tho partles with respect
to ty subject matter, and Fupersedes sny- and all prior summaries, negotintlons, understandings
and agreements betwean the parties, This Agreement may not be amended or modified in"any
respect exospt by virlttan agreement signed by the partles.: No walver of any of the.provisions of
this Agreament-shall be dosmed to' constitute a waiver of any other provision (whether or not

Tofo 324720 3,
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simitet); mor shall such walver oonstitute a- walver or continuing ‘watver -unless otherwiss
expressly provided in waitiog dirly excacuted by the patty to be bound thwoby.

Section 104 . Governing Law '

‘This. Agteamont:- shall be governtd by efid oonatrned In aocordanoe with the laws
b %) o

of the Provines of Ontaglo, and the. fedaral laws of Canade :
conflot of law rule or principle of such Tws fhat might refer such hl‘telprumﬂon of enfo,-mm

to the lawa oF another jindsdiciion), ‘FEach party heteto lvevocably submits to the non-extlusive
jurisdicton of the oourty of Ontamo with .sespect to mry. matier adsing hereunder ot relating

l:meto

. Seotion 1.05 _jags&a_&ﬂmﬂ_mﬁeﬁﬂﬂ

Words Rporiing tha singular inofude the plutal snd vics verss, amd words
impmtiz:g gender incltds the masmﬂ:;ne, :&mﬂnine and neuier gendeis.

Bectjon 1.06 Certain Werds

"In thiz Agreement, the words “Including™ and “includes” metms “including (or
includes) without imitation', .

Sectionl o:r Eleadings

. The headings wntmnsd in thxs Agreernent are for convenience of referenos only,.
anad shallnot aﬁ‘emhamemmg ar interpretation herena :

ARTICLE 2
" . PURCHASE AND SALD OF PORCHASED AS3KTS
Seotion 201 Agresment of Purchage and Sale

Subject to the provisiohs of this Agrecment, the Vendor hereby nprees to ssll,
essign end transfr fo tbc*. Purchaser, and the Purchaeser hereby pgrees to puichase from the

Vendor- ,
. (n) the Sold 2008 Refund on March 31, 2008; and

(b} - the Sold 2009 Rafhnd on J'anuary 2, 2009,

Seotion 2, 0z MﬂI&MJﬁ

The Purchaser aeksowledges that-tha Vendor s selling the Purchesed Asssts tv the
. Purghaser on & non<rebourse, “ag s, where is” ‘basis, Mo reprosentation, watranty or condition is
expressed of orn be impled pursuant to- fhis Agteement or otherwise g to fitls, encumbrances,
description, “fitness for purpose, merchantabiifty, condition, assignability, colleotability, quantity, .
outstanding amoumi, value or quality or in.vespsnt of any .othsr matter or thing whatsosver

- ~—gonvesntng the Purchnsed Agsety wﬂwﬁght-of'the-Vendarao-sallmew- e R D T

‘TorDovs_SA24728 2




ARTICLE 3
PURCHASE PRICE

- Seotion3:.01 Puhase Prige

Tha purchese prloe for' the- Hold 2608 Refund shall be-the 2008 Purghase Price,

"T'Hie pliFhase Price 1o e Sold 200y KeMnd shell, 56 The 2009 PHGHEse Pifce, 1Ihe Amoukt of
these purchase prioes shall be adjusted [n accordaoce with: the provisions of this Agreemant,

Sectlon3.02 mmmmm

 The: Purchaser shall pay the purchase prices o the Vendor by- certified ahiegue,
Batk dreft or wire transfer of nnmediuwly availeble finds to-an eccount specified by the Vandor
as follows:

(a) * the Purchiaser shall pay the 2008 Purohase Prios to the Ventdor on March 31, 2008,
mtha 2008 Closin;,, end

()  the Purcheser shall pay the 2009 Puichese ?ricn Daposit to the Vendor on March
31,2008 ai the Z008 Closing, '

Seotion 3,03 Trensfor Taxey

The Putchaser shall pay dicsotly to the approplate texing authorlty wihien: dus, any
-applicable federal and provinelal sales and transfer taxes exigible in conmeotion with the
transactions wntemplatad by the Agreement,

¢

W eemreee ot ARYICLES |
, REPRESENTATIONS AND WARRANTIES
Sectlon4.01 Vendors Hepreseniations '
‘The Vendor hereby represents-and warzants o the Purchaser that:

@  the Vendor is a corporation duly " incorporated and validly, subsisting under the
Isws of the jurlsdiction of its mcorpomnon ot nmalgammon, as the case may. be;

and
® . . ths Vendor is not & ton-resident of Cenada within the meaning of Seotxon 1 16 of
the Tncoms Tax Aet. .
“TorPoey_5424728 2
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" ARTICLE 5
CCOVENANTS

Secﬁon S0

o il Books and Teoords s aliow ihe s B fo miks mpies ™

Reocords,
Secton.5:02

“'The parties agres, notwithstanding any other provislon of this Agreerment or any
other tight or purported right of the Pinchager, that the Purchaser does not acquire auy right, title
or imdesest.irithe Sotd. 2009 Refund, atid the Vendor does not sell, assign or transfer any right,

-title or fntetest’ in the S6ld 2005 Rafund until the Vendor dellvers to the Parchaser af the 2009
Closing, the transter feferved to in Section 7. Oé{a) :

Ssotion:5,03 - Hgmazi’;mthmm
" Neithet the Sold 2008 Refund nor the Sold 2009 Refind shafl inchuds eny inferest

peyable by ERA with respoeot to sych refund and the Vendor ahali be enﬂtled to rooeive and

retainany and al suok interest..

Seﬁﬁm 5v04 Ire

Rither perty may, aftet Jelivery to the Purchascr of the transfor of the Sold 2008
Refond refutred -to in Section 7.02(a), direat CRA, the Financs Minister and eny ather
appropriste person to pay. the Seld 2008 Refund fo the Purcheser, Hither pasty may, affer the

dellvery tg the Purchaser of the transftr of the Sold 2009 Refund referted tn in Section 7.04(s), -

" direot CRA, the Finance Minister and any ofher appropﬂuta person 1o pay the Sold 2009 Refund
to the Purchaser;

Seatlon 5:05 Sold 2008 o Fleld §

The Vendor shall hold I trust for the Puzohassr, keep sogrogated from goy oflier -
fands,. docounts or agsets of the Vendor and pay fo the Purchaser sy amount of the Sold 2008 -

Refund reoshved by the Vefidor affer the completion of the 2008 Closing,

&ectinn 506 - mmmmmmg

. The Vendor shall hoid in Arust for Purchaser, keop sogrogated: from any ofler o
funds, acopinte or assets of the Vendor and pay 1o Putcheser any amotmt of the Sold 2009

Refand recelved by the Vendor after the completion of the 2009 Closing.

* -
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. Seotion’5.07 N Seqmity, Intorast.or Fes
The Vendor skall’ not .gtant -to- fhe Purcheser eny seoority for ‘the Vendor's
oliigations to Purchaser with espect to-the Sold 2008-Refimd o the Sold 2009 Refund and shall
not pay to the Purchiaser any interest on the 2009 Puichase P.-ric&Dop‘oslAt'pal& 1o the Vendor on
Mirch 31, 2008 with-tespeot to the Sold 2009 Refhnd or any fos related to the refund sqles, *

“Seotion 5.08 No Secutiry Jnferest

"The Porchiaser agrees that It does not acquive and ahall not acquire any secutity |
imterest In any of the: Purchased Assety-and, for grester certainty, hereby discharges any presetst
or future gecurity intevest it now or hereaffer acqulres fn any of the Purchased Assets; provided

" that the foregoing shall not affect the Purchnsar’s owmersiip of any Perchased Asgots aoquited
by the Purchaser by the transters teferred to in settions 7.02(8) and 7.04(8) hereof,

NM |

Seotior 5,09 Pupohased Assets ey be this Tingt Pert or Parte of Refy nds Recelve

The Sold 2008 Refund shall, unless otherwise specified by the, Purohaser to the
Vondor In-wiiting, be-the first pert or parts of the 2008 Tex Refund received by the Vendor or the
Purchaeser, up to the amount of the Sold 2008 Refund, The Sold 2009 Refund shall, unless
otherwise specified by the Purchaser to the Vendor In. writing, be the first part of parts of the
2009 Tax Refimd recelved by the Vendor or-the Purchaser, up to the amount of the 2009 Tax

Refund,

Seofion 5,10 Dirgotion by Purohaser

The Purchaser may, before the delivery of the appHoable transfer veferred to in
gections 7,02(a) or 7,04(s) hereof, direct the Vendor in wiiting to transfer the Sold 2008 Refund
or the Sold 2009 Refund, es applicabie, o auy other person. or persons specified by Purcheser

- gnd. the Vendor shall do so, .

, The 2009 Purthase Price Deposit prid by the Purchaser to fite Vexdor st the 2008
Closlng shail not be held by the Vendor it trust and may be used by fhe Vendor,

Seoflon 5,12 No Defult under Credit Agrechents

Notwithstanding “any provision of this Agreetwent, the Vendot ahall not be
requived to make any adjustment jeferred to in this Agreement I smoli adinstthent would
oonstitule or tesult In e default by the Vendor under any provisien of the First-Lien Crodi
Agreement or. the Seoond Tien-Cyedit Agreetent, Withous Hmitetion 6 the foregoing, in no
cirowmstance shall the prooneds tecalved by the Vendor with respeot to the sale of the 2008 Sold
‘Refund excesd the Canadian dollar squivalent of US $10 reiltion end in no sircumstanos shall
the prooveds reosived by the Viendor with réspeet to the sale of tae Soid 2009 Reftnd exoced the
Canadian doliar equivalént of LS $19 million, In the event the Vendor does not, as & result of
the oregoing, make any adfustment.otherwiee required by this. Agreament, the Vendor and the

TosDom, 5424725 2
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constitutes ot results n e deBmit by the Vetdor under sither the Firet Lien Credit Agresment or
the Second Lien Credit Agresmentk

- ARTYCLE 6
"CONDITIONS

‘Section 6,01

The - abhgamn of the Purchaser to complete. the tmnsacrtmus eontemplated
hemunder is subjeot to the following conditions. belng filfilled or pemsrmed at or priot to-the
2008 Closing ¢r the 2009 Closmg, as appHoable:

@ ol represeutations amd wartanties of the Vendor confainedin ﬁns Agreement ghall
bo tree aad corcet It afl rntetial respeots ae et the tme. of suoh dlosing with the
same Toros and effect ax i made at and sy of soch tine;

()  the Vondor.shell have complied with and performed 2ll of its covenants and
obligations containted in this Apreement; .

{6) the Vendor shell have delivered to the Purchaser the documents, -or made any
- payments refarred to:

@  inthe oaseofthe 2008 Closing, in Seotfon 7.02; and
. ()  inthe case of the 2009 Closing, it Section 7.04; and

(@ + no injunction or other oourt order shall have been lssued to enjoln, restriot or
prohilbitany of the transactions contemplated by this Agreement,

The foregoing conditions are for the exclusive benefit-of the Purcheser and any
such condifions may. be walved by the Purchaser in whols or in paxt, Any such waiver shall be
binding on the Purchaser only ifit is in wiriting,

" Section 6.02 - - Conditiong for benedit of the Vendor

The obligauon ofthe Vendor io complete the transactipns. contemplated hereunder
is subgect to the following conditions bf:mg fulfilled or performed af or ptior o the 3008 Closing

orthe 2009 CIoﬂmg,asappliceible. e

(&)  the Purchaser shall have complied: wiih and perfumaé all of its covenants and
obligations contained in this Agreament'

{t)  .the Purcheser shall have delivered to 'rhe Vendor the documants, or made any
: pa.ymems referred to: .

‘@ intho case of the 2008 Ciosing in Seahon 7.03; and

— gy "“.imha'casavfﬂm’ﬂ009—€1us!ng;fin-8ecﬂmp~7:05;and—'“ e e

TotDocs_5124728 2

LR P




(o) - no-injuuctdn or othor coutt order shall knve beem issued ‘to enjoin, xestiiot or
prohibit any of the-wansactions opntenyplated by fhis Agreement,

The fewgoing condltions are for the exclusive banefit of the ‘Vendar aod sny such
. conditions may be walved by the"Vendor inwhole ok in part, Any such wai‘vcr shall be binding
DI! the—"Vendur on]y ifit ismzda in wriﬁng

Saoﬁox; 6.03 Nar:Satiaf )
.. I any. candmon get-out. in Seeﬂon 6.01 or Seotion 6,02 ia .nwot-spfisfied ar
pa&ummd prior 1o the time specified thesefor, the *pmy for whose benefit'the condition is
-Inserted- may
(&) - in writing, walve votapifance with the mnd:tkm in whole oz in past & it or his

sole diserstion by notiee to the.othier perty and without prejudioe to any of it or
Itis rights of termintlon in the svent of non-fulfiiment of eny othm sondition in

“whols or in-party-or

(b)  elect to tarminate this. Agreement;. in- which case no party. shall be under any ..
further obligation to the others-io complete the- n'answl‘.{ons oonternplated by this

-+ Agrocment,

ARTICLE 7
CLOSING

Seotion 7,01

: The iransactions contepplated by this Agreement shall close and be completed at
the-2008 Cloging and the 2009 Closing, s epplicable. Ths completion of the tabsnctions
contemplated bersunder shall isks place at fhe office of the Vendor’s solicibprs, located &t 100
King Street Weost, Sults 4200, Tororio, Ontatie M5X 1B2 or such other locatton as the petios

mey agres iy waifing.

Section 7.02
“ The Vendor shall deliver to the Pmchas‘er ut the 2008 Cloeing, in form and

. substanea satisfactory lo fhe:Pnrohasaz, soling reasonably:

(@  atransfer by the Vendorto the Purcheser of the So!d 2008 Rofhnd; -

(t) . . & partial dischaige by fhie Firgt Llen Agents of seourltyheld by them fo diso'harga
the Sold 2008 Refund thereftom and to releage any mtetastﬂwy hewc in thf. Sold
2008 Refundy

(©) - 8 pertial discharge by fhe Second Lien Agonts of asouxity held by them to -
discharge the Seld 2008 Refund therefrom and to réloase-any intmmﬂ:ey havs iu

,_the Sold 2008 Refund;

TorDow, STATH2
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e ceritfied copy of a: reso]aﬁm of' the ditsctors of the Vendor autharlzmg tho
transactions referted to In this Agreement; |

-an-approvel - by the. ad- hoe independent -comnittes of the Veridor's: boavd of
direciors of the b:ansavéﬁona contampluted by this Agreement; and -

Sacitox 7:03

(a)
-{b)
©

@
®

@

(@

{8
. Section 7.05

_ minhmmdmmmmnqxﬂmdbythwmm

Section'7.04 .

The Purthasey shal] deliver.or pay to the Vendor at the 2808 Closing;
.the 2008 Purchas'e Price in sccordatioe with Seotion'3,02(a);

: ﬂmzoop Purohase Price Depasit in accordabce with Seubion 3. asz). and

--sunh othe: dogumenis B are reqmmd by this Agreernent,

“The Vendorshall deliver or pay to the Purchaser af the 2009 Closing, in fortn and

stibstance sat:sfaatory 1o the Pwobaser, aoting 1oasmab1y

a-transfer by the Vendor to the Parohayer of the Sold 2009 Refund; -

& partial disoharge by the First LienAgents or their respeotive suscessors of
seouslty haid by them to' dispharge the Sold:2008 Refund therefrom end to reléase
any intevest they have fu the Sold 2009 Refind:

& partial dlzcharge by the Second Lim Agents or ﬁmﬁ tespective suceéssors of
ssourity held by them to discharge the Sold 2009 Refnna‘ therefrom and to. re’taaso
any inferest they have in- ihc Sold 2009 Refund; -

the adjustme.nt -amount. refarred to in section 3,03(b) if such smount is then

" payable by the Vendoryand
"suck other ‘doenments &s are requized by this Agreement.

" The Purchaser sh.all daﬂvar orpay to the Vendor ut the 2009 Closing-
‘o adjustinest amount refomed 1o fn Sectlon 8. 03(z) i, such mmourt lg then.

CYTITpw VRIS e s e e b ————

YN
-payabile by the Putchaset; and
‘(b)- such other domu:nemhz as are equired by this Agreement,
. 'l'n:Dnu_ﬂm_z




il

Séoﬂou&@l‘ g Relid. A
Marg31.2008 .

- wr——=—foregaingalternaitves-tie- Vedor selwots;

31, 2009, the Vendorshall sithes

(@ rafund to the Pulicheser on a.date afier March 3 1, 2009 specified by the Purchaser
in velting & jro-rate amount of the 2008. Parchase Price with. pespoect to such
amount of the Sold 2008 Refund not received by the Purchaser by March 31,
2009; or )

(b} * . adjust the Sald 2608 Refond so that 3t includes that. awount of Post-2008 Income
Tax Refunds which resulis in the Vendor's selling and the Parchager’ s buying the
Sold 2008 Reefund (including Popi-2008 Income Tax Refunds), the aggrepate fair
rantieot value of which.as-at Mareh 31, 2088 {vsing the Discouat Rale In effect on

- Mavch 31, 2008) Is sqidvalent to the 2008 Purchass Prics,

85 deterniinéd by the Vender, The Vendor shall give the Purchgsar, on or before Al 80, 2009,

* wieliten.stotics of which of the. farogoing altermistives the ‘Vendot selects. The Prrchaser shatl

promptly remit-to the Vender any of such untecelved Sold 2008. Refimd (excluding such Post-
2009 Incomme Tax Refunds) ifitis received l:y‘tha Purchaser aftar such-adjustment.’ "

3

S’eoﬁidn&ﬁz Jold 2008 Refund Admstents 3 2008 Purchase Price is

"¥f CRA determings that the 2008 Purchase Puos was not squivalent fo the fair

"-market: valuo on Marsh 31, 2008 of the Sold.2008 Refmd purchased by the Purchaser for such

‘prics, the Vondor and the Purchager shell either)
(@) - adjust the 2008 Puschase Price; or
(6)  adjustthe Sold 2008 Refimd so that;
' H  itis {'edu_cq{d to the smount, the falr fsrket vaﬁse of which; or

(@ st is increased to uoliido that amontt of Post-2009 Inome Tax Refimds
‘which remHs'in-the Vendor's selling and the Purclimser’s buylng the Sold

2008 Rofynd (ncluding such Post-2009 Income Tax Refunds), the -

aggregate falr market value of which,

a5 ot March 31,2008 (ysing.the Discount Rate In offect on March 31, 2008) Is
equivalent to the 2008 Purchase Price, - )

a8 determined by the Vendor. The Venddrshall give thc‘P‘ugchasea; wrliten notice of whick of the

" ey AR 6F 16 S04 2008 RENTA {3 ot 1e051ved By 1he FrTchaser by MEwh

‘TotDoos_5424728 2




Sectlon 8,03 Adiugtments

- If1he exchangs rate between Canadian doflers and US dollaty on January 2; 2009
19 3ifferént. from- such exchangs rate op March 31, 2008, the Purchaser and the Vendor shall
adjnst- the amotnt rooeived by the Vendor-for its sate of the Sold 2009 Refund on Januery 2,

2009.13.Sollows:so-that the actual.sale procseds secaivetl by the Mentlor fiom. it sals.of the.Sold

+ Tomocy $124728 2 R

2009 Refynd on-Japuary 2, 2009 shall be the Canadian doliar equivelent on-January 2, 2009 of
US $10-million i ordet inter alia fo cotmply with sootion 9,04 (1)(cy of the First Tien Credit
Agreement and section 9.04(1)(c) of the Seeotid Lien Coodit. Agteoment: .

(). if the 2009 Purchese Prise—prceeds the 2009 Purchese Price Deposit, the
- l’urchagex‘ shall pay the difference to the Yendor on January 2, 2009; or

() ifthe 2009 Purchoge Pilos Deposit exceeds the 2000 Putchase Prics, (he Vengdor
- shall veftuxd the difference to the Prrchasor on Japtiery 2, 2006,

axs caloulgted by the-Vendor, The Vendor shell give fhe Purchaser, on or béfors Jinvary 2, 2009,
writtan notive of which of the foregoing elternatives applies, -Despite the foregoing, if the 2009
Putchase Prico; Deposit exoceds the 2009 Purchase Price, the Vendor ey, at ité option: on-
written notted to the Purchaser, dnstesd of reftmding stch difference to the Prrcheser ag provided
by the foregolng swbsection (b), increase on Januaty 2, 2010 the amount of the Sold 2009 Refund
to include it he SoKl 2009 Refupd an amount of the fhen wosold Post-2000 Ieomds Tax
Refunds, the fait matket value of which, as-at Jenvary 2, 3008 {using the Discount Rate in effoct
on Jarmery 2; 2009) Iy eguivalent to such, excess 40 thet the purchase prics fecelved by the
Vetidor for the Sold 2009 Retund (excluding such Post-2009 Income Tax Reftnds) is the
Ceanadian dollar equivalent on Januaty 2, 2009 of US $1milljon, .

Section 8,04

If any amount of theSold 2008 Refund is not recelved by the Purchaser by March )
31,2010, the Vepdm‘» shall eithets

(ny  refund io.the Purchager oh 4 date after March 31, 201 0 specifled by fhe Purchaser

' i writing & pro rafa amount of the 2009 Purchase Prioe with yespect to such
amount of the Sold 2009 Refind not received by the Purchaser by Maroh 31,

2610, ar : . )

(B  adjust the Scld 2009 Refimd so that it inchides fhat amount of then unsold Post-
2009 Income Tex Refunds which remits in the Vendor's selling and the
Purchager’s buying the' Sold 2009 Refund (including such Post~2009 Ioome Tax

. Rofunds), the agpregate fuir market value of which as st Janvary 2, 2008 (using
thie Discount Rats {n effeot o January 2, 2009) Is equivalent to the 2009 Purchasn
Price, . . . :

as detormined by the Vendnr, ‘The Vendor shall give the Pumhu':w'r, on or before April 30, 2014,

e ———yyritignrnotice-of-which-of-fhe-foregoing-aliematives-the-Vendor-selects TFho-Purchgsor-shall—m s t www

¢’ . . L
5




13.

prompfly retnit 1o the Vetdar any of such wnresetved 6132009 =Re:§.md‘ (excluding such Post.
2009 Income Tax Refunds):if it i received by ihe Purchaser after such.adjustment,

acpivalent fo the: fair.

" tmatket vahio on Jatery 2, 2009 of the Soid

2009

Refimd purchased by the Purchaser for suoh
price, the Vendor and the Purchaser shull efther :

(&)  adjust ths 2009 Purchase Prise: or
()  adjust the Sold 2009 Refimd so that: ,
@  itisreducsd to fhe anacrtint, ‘the falr miarket vafue of which; or

(D it is ingreased to Include thet smowmit of then ywpsold Post2009. Incoms

Tex Refurds vihich vesults in the. Vendor's selling and the Purchaser’s

buying the Sold 2009 Refimd (ipcluding aay such Post-2009 Tncome Tax
Refunds), the aggrogate fur mecket velue of which,

- ag m-Ja-mmry 2, 2005 {using the Discount Rate:in effect on January 2, 2009) fa.

equivalent to the 2009 Purchase Prios,

as detetmined by the Vendar, The Vendor shall giye ihe Purchaser weitten notioe of which of the
foregoing sltorhatives ﬂxg Vendor seleats, : o

. ARTICLES

Section 9.01  Obligations to Survive

. ‘ Nuﬁvlthstanaiug'ﬂm completion-of the transections oontexplated herennder or the
delivery of dostinents pussuant fo this Agreoment, the obligations, covesants, Toprerentations

and wansnties of the parties heroto shall sarvive such completion and-shell remain in-fll force
and effect and shall not merge as a-vesult thereos, _ .

Section 9.02  Furthier Assurances

. - - Enoh of the pattles hereto fom aird after estih applivable closing ghali, from Hme
to time, and at the request and expense of the party requesting the same, do all such fiuether-acts
and thingg and excoyie and deliver such further ansfors (lncluding any additlonal tansfes by
fhe Vendor to the Purchaser of Post-2009 Income Tax Refunds required to be inchuded i

- Purchased Asseis pursnant to any provision of this Agresment), instraments, documents, matiers,

papers abd assurances as may be reasonsbly requested for more effectually carrying out the trua
intent and mesning of this Agreement, . ’

—— § e g it b e 10 vy ot = ol [T,

TorDoog, $424728_2
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,Sectlon9 03 mAmnnmut
Neithei. party: hersto shall-be emiﬁed 40 48sign: atry of m Hights- or jutorests '

; heveunider without: the prior wiitben consent of the other. party heteto-and: ary. sudhi putpor ted

aamgnmont, without such oshsent, shall pot bo valld, -

Time shall bo of'the ossence of this Agreahent.
Seotion 9. 05 . Mmiﬂmm

Faioh. party hexsto shall be: responsible for. afl costs and expenses (Including the
foes. and disbureements of legal -coumsel) incuered by 1t-or bita dn sonmection with this Agreement .

and the transactions conternpiated hersin,

Section 9:06 Noticed

Any notlee; demend or other sommmsication; reqiired or permiited 10 be glven to
any patty hereundet shall be given in wrhing and addvessed as follows:

{a) " iftothe Vendor

181 Bay Sirest

Shite 1520 .

Toronto, Ontario - )
* MSEI2T3

Attention: Vice-President
Pacsimilo No.; 416-214:1360

{b) - 1Pt the Purchases:

181 Bay Sireet

Suite 1520

Toronte, Ontazic
) ‘MSH 273

Facsimﬂe No“ 416-21 4-1360 -

: Any such rotice shall be Jeamed fo be sulflclertly given Ifpersonally defivered
or sen‘t by facsimils tranemission, snd in each,oase shail be deemed to have been received by the
athet party on tha'same day on which It was defivered or seat by facsimile t;'ansmmsion, if suoh
dayis & Business Day, and, 1£pot, on the next following Business Day.

ToDass, 54247482
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Bootfon 9.07

“This Agrestnedt. pha‘l] be- Mnd!ng oy andi enee to-the benwfit of; thb parties
- hereto, the Puichuser’s hoir, oxemma m:d adminis&aim, and the pa:iies' mspeqﬂ.ve su@nassogs

~—pindepatisitiod nsdigtby : e

Seotlon 9,08, Geuigfeipaily

" Thilg-Agrobment may be sxsouted s two: comxtoxgms with the same effoet an £
befh pocties.had signed the same docurnent kd all counterparts shell bs construed togr:thor and
“wiil sonwi3hrto ofte andﬂ:a Hyio apresmid, .

T Seotton.9.09 m&m}kﬁﬁﬁhﬂm

" “Biach party hotets faseady that fily Amemaﬁzwnwbamﬂt wp osopin eny gt
~ onoause-ofadtlon h: ot on Bekalf of atjy-petgon pihes dhan the parties herets ant their raspective’
-suosdssors sod pezlited- geelpns, and no- pateon, other Hign the parties. heyeto .gnd thelr
sudosasory and thedr. {mmitwd aa:'mne -shall ke uuttﬂad to tely oty the provislons horsof in any

notlon, snit,ymwedh »heatlng of ofhet forat

: i) WITKEBB WEBREON Lhis -Aprosment-haz boatt &zeoutad by tBe partips. .
hareto ok the date fitst written gbhove,

.
M -
. ,
. 3 ‘ .
. . '
L
* ¢
.

PETHR GRART 87,

GRANT FORRST PRODUCYSING, .

Pt

Nampt Peter Lynch.
Titler Bxeoutlve Viea President

* TNy HATIRZ -

LU <.




2

=

T

e I
H .

i

15,

Section9.07 Successors sid. Assizns

This Azre.emant"sha}! be binding on,-and sowrs fo the benofit-of, the parties
hereto, the Purcheser’s hefr, exeoutors and administiaters, and the parHes® regpective suctsssors
-and pemnitted assigns. ‘

e eSaitian /08— Countersaris-

This Agreement miay be exeoirted in two vounterparts with the sawe effect ag if
both péities bad sigaed #he spme dosument and g1l counterparts shall be sonstrued together-and
wili constitute one and the setne agreement,

Section 5,09 - Third Parly Bepefioiatlsy

Each party hereto intends that this Agreernent shull not beniefit or create auy: right
or causs of actlon in of on behalf of atiy persen other than the partiss hereto- apid thelr respective
shceessors and -perinitted -assigns, aud no person, other then the pmties hersto and.their
gueesssors. sud thelr permitted assigns-shall be entitled to rely on the provisions hereof in mny
aciion, suit, proseeding, hegting or other foram. . .

IN WITNESS. WHEREOF this- Agreement hies:

. gon executed by the partles
hercio oni-the date first writien sbove, . . :

PETER GRANT SR,

I Title: Exeountive Vice President

Pex:
Hame:
Tiilen

"oeDaas_5424728 2




This.is Exhibit "C" referred to in the
Affidavit of Peter-J. Grant Sr.
Swormn before me this 8th
day f September, 2009

‘ ADO. [ (L

1s\sxoner for Takmg Affidavits

Monique Marie Plante. # Commissioner, etc.,

District of Timiskaming

for Grant Forest Products Inc, and its associated companies st
Expires May 7, 2011




3
TO: - EETER GRANTSR,
RE: ‘Sale by Grant Forest Prodyiots roi(the “Vendor”) to Peter Grant St. (the

“Prxphager™) of certain tax iefunds of the Vendor expsoted 10 bereceived by
JMarch 31, 2009 as provided by the Tax Refimd Purchase and - Sale Agreemnent
dated ag of March 31, 2008, {the “Agreerment”) between the Vendor and the
Pusthaser

w CONSIBERATION of the- purchase pﬂca -of Cdr. $10,270,94'1.38 (which, on

- the-date hereof, 15 equivalent to TS $10 miltion) paid by the Purchaser to-the Vendor, the receipt

of whicl is hcreby acknowledged by the Vendor, the Vendor hnreby selis, transfers and assigns

to the Purchaser, his- heirs, -exexrtory, admitistrators aid aseigns, the Sold 2008 Refund (s
defined by the Agresmeit) it the amount of Cdn. $10,478,857.

‘This framsfer 15'the transfer referred to-in sectionr 7.02(g) of the Apreement with
- respect to inier alin the purchiass and.sdle of sych refund; and the provisions of the Agreement
"ghall, despitc: the delivery of this transfer, continue jn fill-foroe-and offect.

DATED as ¢fthe 31 day of March, 2008,
RANT FOREST I’RQ"DU‘

Title: Bxecuﬁva Vicm Presideﬂt

By:
Title:

TorDocs,_S4L3416. 10




This is Bxhibit "D" referred to in the
‘Affidavit of Peter J. Grant Sr.
Sweorn before me thig 8th
day of September, 2009

{
el s\\\&\‘g& e

A Comnisgioner for Taking Affidavits

" Monique Marie Plante, a Commissioner, ete..

District of Timiskaming

for Grant Forest Products Inc, and its associated companies.

Expires May 7, 2011,




1O GRANT FOREST PRODUCTS INC.
ANDTO: PETER GRANT SR.

- RE: . -Sak by Grant Forest Produiots Inc. to Peter (Graiit Sr. 6f the Sold 2008 Refund (as

‘dofined by the Tax RefundPurchass anid Sale Agreement dated as of March 31,
: 2008 {the “Agreement”) between Peter Gratt St.; a5 purchaser, and Grant Forest
Produocts Inc.,.as vendor, ey suck Sold 2008 Befund may be adjusted pursnant 1o
the Agreement .

AND RE: Creditagroement datsd as of Qotober 26, 2005 among Grant Forest Producty Ine.,
Grent 1.8, Holdings GP {formerty Grasit ©.8, Holdings LLP), Grart Forest
‘Prosucts Sales e, Grant Alberta Inc., Southedst Properties LILC (formedy
Southeast Properties Ine.), Grant Allendale LP (formerly Grant Allendale Inc.),
Grant Clarenidon LP (formerly: Grant Clavendon: Ine.), The Toronto-Doroluion
Bank a8 Ganadian:Administrative Agent, Téronto Domindon { Texasy LLC, as U.S,
Aduinistrative Agent, and the lenders refarred 1o therein {as-amended on:Mearch
21; 2007, inier ula, to hiclude Grant US Sales Ino. ag a gusrantor) (as the'seme
-may be further supplomerited, smended or otherwise modified or restated from
tme 10 fime, the "Creadit Agremedt™) ) )

WHEREAS Grant Forest Products Ine. is selling the Sold 2008 . Refund (as
defined by the Agreement) to.Peter Grant St and has tequested from the undersigned as agents
{coliectively, the “Agenis™ puwsuant to the Crodit Agrsement, this agresmert pursuant. io
Section 10,04 of the Credit Agresment;

NOW THEREFQRE the undersigned Agétis hereby discharge Som any and ail
prasent-and fabure security now or hereafter held by them the Sold 2008 Refund (as defined by
the -Agreement) {(es adjusted from time'to time in-accordance with the Agreement) and all
proceéds thercof and hersby, refease any and all-fheir respective present-and fivhure interests

' therein and in‘all proceeds theréof.

DATED as of the 31" day of March,: 2008, -
THE FORONTC-DOMINION BANK @5 Ayait

itk ; Iy :
‘ “ Ronaild J. Kowpak

By: ¥Yibe President, Loan Syndleations - Agency

TorDos, $413407_7.00C




g .GRANT FORESYT PRODUCTS INC,

.ANDTO: PETER GRANTSR,
KB Sule by Graxt Forest Prodicts Ine. to-Petér Grant Sr. of the-Sold 2008 Refund {as

:@efined by the Tax Refund Putchase and Safe Agreenient dated ay of March'31,
‘2008 (the “Agreement”) between Peter Grant. Sr., 2s purchasex, and Grant Forest
‘Products Inc.; as vetdor, as such Sold 2008 Refimd may be adinsted pursnant 1o

the Agresment

ANDRE:  Second Lien Gredit Agreement dated as-of Match 21, 2007 among Grant- U.S,
Holdings GP (formerly Grant U.5. Holdings LLP), 83 bortower, Grant Forest
Produoots Inc., Grant Porest Products Sales Ino., Grant Alberta Inc., Southeast
Properties LLC (fotrmerly Southeast Properties Inc.), Grant Allenidie LP
(formerly Grant Allendaleilnc.), Grant Claréndon LP (formerly Grant Clarendon
Inc.y-and Grage US Sales Inc., a8 guerAnkiTs, The Toronte-Domidon Bank, as
Canadian Collateral. Agent; Toronto Dominion (Texas) LLC, as Admimsh’anvc
Agentand U.S. Collateral Agent, and the lenders referved to thevein (as the same
1tzy be pmended, restated, supp!eznented or replaced from titne to time, the
“Credit Agreement™)

‘WHEREAS CGrant Forost Prosduots. Inc. s selling the Soid 2008 Refand (as
defined by the Agreement) to Peter Grant St and has-reqingied from the wndarsigned a3 agents
{collectively, the “Agents™) pursuant to the Credit Agreement, this sgreement pursuant to
Section 10,04 of the Credit Agreement;

NOW THEREFORE the undersigned Agents hereby discharge from any and all
present and future gecurity now oy hereafter held by therry the Sold 2008 Refand (as defined by
the Agreement) {as adjusted from fime to fime in accordance with the Agreement) and all
proceeds thereof and - hereby telease anmy and all thelr respcmve present and fature interests
therein and in all proceeds thereof,

DATED psof the 31 day ofMarc'h 2008,
THE TORONTO-DOMINION BANK a5 Agert

TorDocs. S4T7657_6.000




This is-Exhibit "E" referred-to in the
Affidavit of Peter J. Grant Sr.

Sworn. before me this 8th
\ ‘day-of September, 2009
\w\ x_,h\\k\\ \ \k

1oner for Takmg Afﬁdawts

Muohigue Murte Plante, 8 Commissioner, etc.,

District of Timiskamming

ok Grant Forent Products Inc, and its associated comparfiés. :
Expires May 7, 201L |




* From: Jane Howe [rhalltojhowe@GFP-Inc.tom] On Behalf Of Peter Lynch
Sent: 19 June 2008 11:29 AM

* Tot Richatd-5wan

Cc: Peter Grantdry Peter GrantSr; Peter Lynch: :

Subjacts Tax Refund-and. Sales Agreament, March’31; 2008

Richard, attached Is a copy of the fransfer documentas wellas partigl discharges relating to the purc'zhasa
of the 2008 Tax Rebats, .

Following the-end of the finandlal quarter In whilch the:2008 tax febate transaction was dosed the
Company.and the Agent recejved strong-abjedtions to the transéetion from two of our kenders who felt
that it showuld riot have bean procseded with nor the releases given by the Agent without the express
sonsent of the Lenders themselves. Aftera siumber of discussldne no.fuither formal aclion was or has
since beery teken by those Lenders.

The issue of execuling the tranefor of @ portion of the 2009 tex rebate to Peter Grant Sr., and the
discharge of security was discussed In @1, 2008, by both myself and our CFQ-at the time (Eric Davis)

with the First and Second Lien Agent. We were-advised thatthe Agent would rict provide discharges
without the diract autharity of the requisite number of First and Second Lien Leriders: TD Bank alsa -
Indicatad that in its position g eng of the First Lien Lenders. it would not be supportive of the request.

‘The Company wes headed for a default-of the finenclal sovenants under it's Credit Agreements at the end
of &1, 2009 at the latest and the Company dld not provide a wiltten request to the First and Second Llen
Apents (which at that time were oné znd the same - TD Banrk} for discharges of security with respect o
the portion of the 2008 tex rebate to be purchaged by Peter Grant Sr. .

This was discussed at varlous times directly with Peter Grant Sr., and our Board of Directors, by both
myseff and our GFQ,. Erlc Davis,

Regards
Peter




This is Exhibit "F* referred to in the
Affidavit of Peter J. Grant Sr.
Swom beforeme this 8th

\ ﬁeptembor 2009
. ; N IRN \Q »

1‘sa,10ner for Takmg Affidavits

Monique Mati¢ Plante, 8 Commissioner, etc..

Distriet of Timiskaming

for Grant Forest Producty Inc. and its associsted companiess -
Expires May 7, 2011,




January 15;2009

. Mir: Peter Grant Sr,

181.Bay Street ) . )
Suite 1520 : . .
Toronto, ON. M5J 2T3’ . - : .

Dear Mr Gi‘aqt':

and Sale Agreement dated as of March 31; 2008 between Peter Grant Sr.

Tax Refund Purchase
: - nt Forest Products ] YAgreement" o

ang .

‘. Grant Forest Products Tnc. (the *Vendor") refars to the Agreement. All words capitalized
ifs this letter have the theariings:specified Dy the Agrsement. ' :

.- . The Vendor copfiris our agreement that the parties shall not make the adjustment
referred to in section 8.03 of the. Agreement with respect.to exchange rate fluctuations and therefore the
amount of the Seid 2009 Refund shall be réduced so thet the falr merket value of the Sold 2009 Refund is

- squivalent to the 2009 Purchase Price Deposit previously paid-by the Purchaser, based on the Disoount

. Rate in effect on January 2, 2009.and without increasing the amount of'the Sold 2009 Refund due to the
peyment of the 2009 Purchase Price Deposit prior to-the transfer of the Sold 2009 Refund. Accordingly,

the 2009 Purchesé Price shall be Cdn.-$10,270,947 {which, baséd on the January 2, 2009 exchange Tate,

was equivalent to US $8,843,802) and the smoupt of the Sold 2009 Refund shall be the amount in Cdn.

dollars , the present value of which;, based on such Discount Rate, is Cdn, $10,270,947.

. Please sign and return the enclosed copy of this agreement fo reflect your agreement to
the foregoing. '

“YoursVery truly, 7 .
- GRANT FOREST PRODUGTS INC. \
By: ‘ i ;

" Title: O
- . W peter M. L¥nch
Peter Grant Sr. hereby agrces to the foregoing. Executive Vice President

DATED the © day of Januvary, 2009.

Peter Grant Sr.

TorDocs_8400216_3




This is Bxhibit "G" refetred to.in the
 Affidavit of Peter J. Grant Sr.
Swormi before me this: Bth

\ day of September, 2009
) A A o S\\ka

1s\sioner for Takmg Affidavits

Manique Marie Plante, a Commissioner, etc.,

District of Timiskaming

for Grant Forest Products Inc. and i its ssociated companies: 4.
Expires May 7, 2011,




3400 Ona FiratGanatian Pevs; PO Box 130

ml Benne‘tt L - Toronto, Ofiterfe, Ganade M5X1A4
. ¥ ) ek 418.863.1200 Fix: 416,883.1748
JoneSu.P www,bennstfones.ca
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o-2ulle smur@bmlnlhma nom

.June 19, 2009

M, Peter Eynch
‘BExecutive Vice President
Grant Forest Products Ync.
Suits 1520

" 181:Bay Street
Toronto, ON MSH 213

Dear Sir:
We att for M, Peter Grant Sz, a3 youknow.

‘We write to ensure that all necersary steps have heep or :hmnediazelly will be taken by Grant Forest
Products Tne, ("GFPIM to mike cettrin: that our clent recsives what he bargained and paid for
pursuant to-the Tax Refund Purchase and Sele Agreement dated March 31, 2008 ("the Agresment”)
between himself and GFPL All words capitalized in this letter have the meanings specified by the

Agrezment,

The agresment of the partles Was that npon receipt of any part of the 2009 Tax Refund GFPI would
hald such fumds (in an. amount equal to-the Sold 2009 Refund) it trust for My, Grant, keep them
segregated from GFPI's funds, accounts or asséts, arid pay -such trust fimds to Mr, Grant This
gtruohare was to ensure that the Sold 2009 Refind, when received by GFPT, would belong to Mr.
Grant and fhat neither GFPI nor eny of its creditors conld assert auy clabm to-it.

As part of the process for-the: 2000 Closing it wes neocessary to determine whether atty adjustmenty to
the Soid 2009 Refind were required dus fo exchange rate fluctuations as provided in section 8.03 of
fbe Agrecment, You addressed this issue in your letier to Ivir Gxant dated Januery 15,2009 in
respect of the 2008 Sold Refand. ,

GFPI has not provided partial discharges and releases from fthe First and.Second Lien Agents voder
gection 7.04 of the Agresment, and we understand that GFPY fafled to make formal demand for these
from the Lien Agonts. Mt Grent demeands that these be sought and provided to him by no later than

5:00 pa. EDT on June 22, 2009, In the event that these are not provided, Mr. Gramt may waive
these coriditions that were ingerted in the Agreement for his bemefit, without waiving any of his
substantive vights urider the Agresment, af law orin equity.
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Further, the Agteemeit obliged GFPI to. deliver a fraisfer oo Jaruary 2, 2009 in regpect of the 2008

Sold Refund, in o form .and. stibstance satisfactary o the Purchaser. Mr, Grant is. prepared to treat
the Yanuary 15, 2008 letter 2s a satisfaciory transfer; if GFPL disagrees, Mr. Grant demands- that
GPFPI deliver & transfar immédiately; end in amy event by 5 p.m. EDT on June 22, 2009,

‘Please be advised that M. Grant does not widve any: subsiantive tights under the Agreement, at law
or in equity.. Mr -Grant expects GFPI to-fiilly comply with its abligations, Mudlng thoss arising
arider the Agreemeint and as trostes. for Mt Grant.
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