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Fraser Papers Inc.

All Counsel and Your Honour:

We are counsel to the Applicants in this matter. On July 7, 2010 an Approval and Vesting Order was granted by the Canadian Court approving a transaction involving a sale
of the Applicants’ Gorham, New Hampshire facility, subject to satisfaction or waiver of certain outstanding conditions. A similar Order was issued by the US Bankruptcy

Court on July 14, 2010.



The sale transaction was originally scheduled to close on August 31, 2010 but as the condition for financing had not been satisfied by that date, the parties agreed to extend
the closing date to September 30, 2010 pursuant to terms set out in a Fourth Amendment to the Asset Purchase Agreement (“APA”). The Service List and Madam Justice
Pepall were advised of the extension, and a copy of the Fourth Amendment to the APA was circulated and filed with the Court. Pursuant to the Fourth Amendment, the

condition for financing was to have been satisfied by the purchaser by Friday, September 17, 2010.

We wish to advise all stakeholders that the purchaser did not satisfy the condition for financing by September 17, 2010. If the Applicants are not able to conclude a sale of
the Gorham facility on a going concern basis, it will be necessary to effect a wind-down of operations and a liquidation of all assets. The Applicants and the Monitor are of
the view that such a step would likely result in a lower recovery for the stakeholders than concluding a going concern sale. In order to preserve the possibility of a going
concern sale, the Applicants and the purchaser have negotiated a Fifth Amendment to the APA, a copy of which is attached. The effect of the Fifth Amendment is to preserve
a going concern sale under the APA, but to permit the Applicants to minimize the impact of any potential shutdown of operations, by managing inventory levels and ordering
only those goods that are required to fill confirmed orders for any transition period. All covenants on the part of the Applicants under the APA that relate to operating the

business in the ordinary course are waived by the purchaser.

We will keep you advised of any significant developments. Please feel free to contact our office or the Monitor if you have any concerns with the above.

Regards,

D.J.

c.c. The Honourable Madam Justice Sarah Pepall
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Fifth Amendment
to

Asset Purchase Agreement
dated May 21, 2010

This Fifth Amendment to Asset Purchase Agreement dated May 2], 2010, is made as of the 1ih

day of September, 2010.

Between:

MB Growth Partners II,LP, a limited partnership organized under
the laws of Delaware having an office at 66 Hanover Street,
Manchester, NH 03]01 and a limited liability company to be
formed for the purpose of acquiring the Purchased Assets
(hereinafter defined) (jointly and severally, the "Purchaser")

AND:

FRASER N.H. LLC, a limited liability company organized under the laws of
Delaware having an office at 72 Cascade Flats, Gorham, NH 03581 (the
"Vendor")

Whereas:

A. The Vendor and the Purchaser have executed an Asset Purchase Agreement dated May
21,2010 (the "Agreement") regarding certain assets in Berlin and Gorham, Coos County, New
Hampshire (the "Purchased Assets");

B. The Vendor and the Purchaser entered into a First Amendment to the Agreement dated as
of June 30, 2010 (the "First Amendment"); a Second Amendment to the Agreement also dated as
of June 30, 20 I0 (the "Second Amendment"); a Third Amendment to the Agreement dated as of
July 13, 2010 (the "Third Amendment"); and a Fourth Amendment to the Agreement dated as of
August 23,2010 (the "Fourth Amendment"); and .

C. The Vendor and the Purchaser agree to amend the Agreement, as amended by the First
Amendment, the Second Amendment, the Third Amendment, and the Fourth Amendment.

Now, therefore, the Vendor and the Purchaser hereby agree to amend the Agreement, as
amended by the First Amendment, the Second Amendment, the Third Amendment and the
Fourth Amendment, as follows:

1. Amendments to the Agreement.

1.1 Termination of Certain Vendor Covenants as of September 18. 2010

Section 5 of the Agreement as amended is further amended by inserting immediately
after Section 5.10 the following new section:
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1.3.1 The first sentence of Section 11.9 is amended by deleting said sentence
and replacing it with the following:

All notices hereunder shall be deemed given if in writing and delivered personally
or sent by email, facsimile or by registered or certified mail (return receipt
requested), to the Parties at the following email, facsimile and mailing addresses
(or at such other addresses as shall be specified by like notice):

l.3.2 The last paragraph of Section 11.9 is amended by deleting said paragraph
and replacing it with the following:

Any notice given by mail shan be effective, if mailed at any time other than
during a general discontinuance of postal service due to strike, lockout or
otherwise, on the fourth Business Day after the post-marked date thereof. Any
notice given by email or facsimile shall be effective on the same Business Day on
which it is sent, or if not sent on a Business Day, on the first Business Day
following its sending. Any notice delivered personally shall be effective at the
time it is delivered to the applicable address noted above either to the individual
designated above or to an individual at such address having apparent authority to
accept deliveries on behalf of the addressee. In the event of a general
discontinuance of postal service due to strike, lock-out or otherwise, notices and
communications shall be delivered personally by facsimile or electronic
transmission only.

2. Effect of Amendment~ Rescission of Purchaser's Notice of Ten'llination.

2.1.1 This Fifth Amendment is effective upon execution by the Parties. The
Notice of Termination delivered to Vendor by Purchaser on September 16,2010 (the
"Termination Notice") shall be deemed retroactively rescinded, null and void, and of no force
and effect.

2.1.2 In all other respects the Agreement, as amended by the First Amendment,
the Second Amendment, the Third Amendment, the Fourth Amendment, and this Fifth
Amendment shall remain in full force and effect. Time remains of the essence.

3. Vendor's Representations and Warranties at Closing.

Nothing in this Fifth Amendment shall amend the representations and warranties
of the Vendor made in Section 4.1 of the Agreement as amended or affect the condition in
Section 6.2(a) for the benefit of the Purchaser that the representations and warranties made by
the Vendor in Section 4.1 shall be true and correct in all material respects as of the Closing.

Dated as of the 1illday of September, 2010.

[Signature page follows]
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MB Growth Partners II, LP
A Delaware limited partnership

By: Its sole general partner,

FRASER N.H. LLC

Per: _
Name: William R. Manzer
Title: Vice President0

per.~ '----
Name: Glen McMillan
Title: Secretary
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