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All Counsel and Y our 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 atransaction 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 agoing concern basis, it will be necessary to effect awind-down of operations and aliquidation of al assets. The Applicants and the Monitor are of
the view that such a step would likely result in alower recovery for the stakeholders than concluding a going concern sale. In order to preserve the possibility of agoing
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 isto preserve
agoing 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
businessin 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 21, 2010, is made as of the 17"
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 03101 and a limited liability company to be
formed for the purpose of acquiring the Purchased Assets
{hereinafier defined) (jointly and severally, the “Purchaser”)

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 Garham, Coés 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, 2010 (the “Second Amendment™); a Third Amendment to the Agreement dated as of
July 13, 2010 (the “Third Amendment™); and a Fourth Amendment to the Apreement 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:




5.11  Termination of Certain Vendor Covenants under Sections 5.2 and 5.3 effective as
of September 18, 2010

Effective as of September 18, 2010, the affirmative and negative covenants of the
Vendor under Sections 5.2 and 5.3 of the Agreement as amended, with the
exception of Sections 5.2(g), 5.2(h), 5.3(e), 5.3(h) and 5.3(k), shall terminate, and
the Vendor shall be released and discharged from any liability with respect to, or
any obligation to perform or conform to, such covenants. Notwithstanding any
provision of the Agreement as amended (including, without limitation, Sections
5.2, 5.3 and 5.6 thereof, and each other provision of this Agreement as amended
whether referenced herein or not) which imposes any obligation on Vendor to
operate the Gorham Mill as a going concern or otherwise in the Ordinary Course
through the Closing, effective on and after September 18, 2010, the Vendor shall
be free to, in its sole discretion: (i) cease operations of the Gorham Mill on a
permanent, temporary or indefinite basis at any time; (ii) publicly announce
cessation of operations and solicit orders from customers in anticipation of such
cessation of operations; (1ii) limit, change or alter its operations in any way it
determines, without limitation and without notice to or consultation with the
Purchaser, and (iv) otherwise conduct the Business and operate or cease to operate
the Gorham Mill in any manner it determines reasonable in its sole and absolute
discretion. Without limiting the generality of the foregoing, and for avoidance of
doubt, the Purchaser acknowledges that the Vendor may, on or after September
18, 2010, operate or cease to operate the Gorham Mill and conduct the Business
as the Vendor determines appropriate in its sole and absolute discretion without
limitation and without regard to any other provision in the Agreement as
amended. To the extent that any of the foregoing constitutes or givesrise to a
Material Adverse Change or a Material Adverse Effect, this Fifth Amendment
shall constitute notice thereof to the Purchaser, and the Purchaser hereby
acknowledges receipt of such notice and confirms that no further notice thereof
shall be required. The Vendor shall provide notice to the Purchaser of any
agreement to pledge, lease or encumber any Purchased Assets or of any
agreement or transaction which would result in the creation of any Encumbrance
on any of the Purchased Assets other than Permitted Encumbrances.

1.2 Section 6.2(i) Financing

Section 6.2(j) of the Agreement, as amended, is amended by deleting section
6.2(j) in its entirety and replacing it with the following:

() Financing. The Purchaser shall have obtained, on or before September
22,2010 at 11:00 p.m. EDT, commitment(s) for financing, sufficient to
complete the purchase of the Purchased Assets pursuant to this Agreement
on Closing.

1.3 Section 11.9 Notices

Section 11.9 of the Agreement, as amended, is amended as follows:




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):

1.3.2  The last paragraph of Section 11.9 is amended by deleting said paragraph
and replacing it with the following;

Any notice given by mail shall 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
comumunications shall be delivered personally by facsimile or electronic
transmission only.

2. Effect of Amendment: Rescission of Purchaser’s Notice of Termination.

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 Natice™) 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(2) 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 17" day of September, 2010.

[Signature page follows]
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Title: Secretary
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