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LEGAL_1:24859825.2




Ministry of the Environment

Thunder Bay Regional Office

435 James Street South, Suite 331, 3" Floor
Thunder Bay, ON P7E 6S7

Director
Fax; 807.475.1754

Ministry of the Environment Legal Services
Branch

10" F loor, 135 St. Clair Avenue West
Toronto, ON M4V 1P5

Mario Faieta

Tel: 416.314. 6482

Fax: 416.314.6579

Email: mario.faietal@ontario.ca

Ministry of Northern Development, Mines and
Forestry

Suite 210, 70 Foster Drive

Sault Ste. Marie, ON P6A 6VS

Bill Thornton

Tel: 705.945.6660

Fax: 705.945.5977

Email: bill.thornton(@ontario.ca

David Hayhurst

Tel: 705.945.5733

Fax: 705.541.5111

Email: david.havhurst@ontario.ca

Ministry of Northern Development, Mines and
Forestry

Rm. M2-17 MacDonald Block

900 Bay Street

Toronto, ON M7A 1C3

Donald Bennett

Tel: 416.327.0637

Fax: 416.327.0646

Email: donald.benneti{@ontario.ca
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Lawrence Fagan
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Steve Carriere

Tel: 613.930.7062

Email:
steven.carriere@servicecanada.gc.ca

Manager WEPP

Fax: 819.994.5335

Email: NC-WEPP _SERVED-
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151 Yonge Street, Suite 1500
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- Court File No. CV10-9042-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
BETWEEN:
G.E. Canada Equipment Financing G.P.
Applicant
-and —

Northern Sawmills Inc.
Respondent

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND

INSOLVENCY ACT, R.S.C. 1985, c. C-36, as amended, AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, c. C.43, as amended.

NOTICE OF MOTION

PricewaterhouseCoopers Inc. in its capacity as court-appointed receiver (the
“Receiver”) of all of the assets, undertakings and properties of Northern Sawmills Inc.
(“Northern”) acquired for or used in relation to a business carried on by Northern including all
proceeds thereof (collectively, the “Northern Property”) will make a motion to a Judge on
Monday, November 19, 2012, at 10:00 a.m., or as soon after that time as the motion can be

heard, at 330 University Avenue, Toronto, Ontario.
PROPOSED METHOD OF HEARING: The motion is to be heard orally.
THE MOTION IS FOR:

1. An Order substantially in the form attached to this Notice of Motion including,
inter alia, for the following relief (any capitalized term not otherwise defined in this Notice of

Motion shall have the meaning ascribed thereto in the Receiver’s Fifth Report dated November

7, 2012 (the “Fifth Report™)):
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(a)

(b)

(c)

@

(e)
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If necessary, abridging the time for service so that the Motion is properly
returnable on the date it is heard and directing that any further service be

dispensed with and validating service in all respects;

Approving the Receiver’s Fifth Report, together with the Statement of Cash
Receipts and Disbursements in the Fifth Report, the actions and activities of the
Receiver described therein, and the fees and disbursements of the Receiver and

Receiver’s Counsel;

Declaring that the process of the Superintendent (the “Superintendent”) of the
Financial Services Commission of Ontario (“FSCO”) considering the Plan
Administrator’s (defined below) recommendation of changing the wind-up date of
the Hourly Plan and merging the Salaried Plan with the Hourly Plan is a
Proceeding within the meaning of the Receivership Order such that the parties are
stayed by the Receivership Order from taking steps in furtherance of the

Proceeding without leave of the Court;

Directing the Receiver to reserve $147,732 in relation to the Plan Administrator’s
claim pursuant to s. 81.6 of the BIA with respect to the Salaried Plan; $0 in
relation to a claim pursuant to s. 81.6 of the BIA with respect to the Hourly Plan;
and $0 in relation to the PBA deemed trust claim advanced by the Plan

Administrator with respect to the Salaried and Hourly Plans;

Ordering the Plan Administrator to provide to the Receiver sufficient information
to confirm the normal cost deficiency in the Salaried Plan on or before December

19,2012 (or a later date to which the Receiver consents);
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(f) Approving the distribution of $157,864 to the City of Thunder Bay; $86,879 plus
accrued interest less reserves to RBC: $200,000 less reserves to one of or a
combination of Lucky Star and NWP, as directed by Lucky Star and NWP; and

$195,627 less reserves to GE; and
(2) ~ Such further relief as this Honourable Court may deem just.

THE GROUNDS FOR THE MOTION ARE:

The Northern Receivership and Liquidation Process

1. By an Order of this Honourable Court dated January 4, 2011 (the “Receivership
Order”), PricewaterhouseCoopers Inc. was appointed Receiver, pursuant to section 243(1) of the
Bankruptcy and Insolvency Act, R.S.C. 1985, ¢. B-3, as amended and section 101 of the Courts

of Justice Act, R.S.0. 1990, c. C.43, as amended, of the Northern Property;

2. On the same day, the Court authorized the Receiver to conduct a sale process in
respect of the Northern Property. Following a failed attempt to sell the Northern Property as a
going concem, the Receiver entered an Agency Sale Agreement with a liquidator, Maynards

Industries Ltd. (“Maynards™), which was approved by the Court on August 12, 2011;

3. On September 29 and 30, 2011, Maynards conducted an Auction, liquidating all
of Northern’s assets except its real property. The value of Northern’s “account or inventory and
its proceeds” as such phrase is used in section 30(7) of the Personal Property Security Act,

R.S.0. c. P.10 (“PPSA”) realized in the Auction was $4,725;

LEGAL _1:24859825.2
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4. The Receiver also successfully marketed Northern’s Real Property and, on March
20, 2012, the Court granted an approval and vesting order approving the sale of Northern’s Real

Property to 2308703 Ontario Inc.;

5. The Receiver has liquidated virtually all of the Northern Property. The proceeds

of the Northern Property will not fully satisfy Northern’s obligations to its secured creditors;

Approving the Receiver’s Activities and Fees
6. - The Receiver’s activities, as more particularly described in the Fifth Report, have
been within the scope of its mandate, the Receivership Order and other Orders made in this

proceeding;

7. The Receiver has prepared an affidavit of accounts sworn on October 22, 2012
that reflects the activities of the Receiver. The Receiver’s counsel has prepared an affidavit of
accounts sworn on November 8, 2012 that reflects the activities of the Receiver’s Counsel.

Details, including the average hourly rate of the Receiver and counsel, are set out in the Report

and the Fee Affidavits;

Distributions

8. The Northern Property is subject to certain priority charges as follows:

(a) Receiver’s Charge: The Receiver’s Charge ranks in priority to all other security
interests. The Receiver proposes to reserve $100,000 for unpaid professional fees

and work in progress;

LEGAL._1:248598252
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(b) Property Tax Claim: The City of Thunder Bay claims for property taxes owing on
the Real Property up to March 30, 2012 (the date of the sale), in the amount of

$157,864;

9. GE is the senior secured creditor of the Northern Property as has been confirmed
by a security review conducted by the Receiver’s independent counsel, as previously reported to

this Honourable Court;

10. Subject to the minor exceptions set out above and below, GE is the only priority
creditor with respect to the Northern Property and will incur a substantial shortfall with respect

to its loans to Northern;
11. RBC ranks in priority to the other secured parties in respect of the GIC Account;

12, The Receiver, GE, Lucky Star and NWP have settled certain priority disputes in

relation to the Disputed Collateral and the NWP Disputed Assets;

Pension Plan Deemed Trust Claims

13. Morneau Shepell Ltd. in its capacity as plan administrator (the “Plan
Administrator”) of the Hourly Plan and the Salaried Plan alleges that pursuant to Re Indalex
and sections 57(4) and 57(5) of the Pension Benefits Act (the “PBA”), it has a deemed trust over

the Northern Property;

14. Section 30(7) of the PPSA makes it clear that any PBA deemed trust only has
priority over “an account or inventory and its proceeds” but not other property. The Court of

Appeal’s decision in Re Indalex does not affect the interpretation of section 30(7) of the PPSA;

LEGAL_1:24855825.2
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15. In addition, the Receiver intends to assign Northern into bankruptcy. As a result,
the Receiver proposes to reserve no funds in relation to the Plan Administrator’s PBA deemed

trust claim and seeks the Court’s approval in this regard;

Pension Plan Section 81.6 Claims

16. Despite the existence of the stay of proceedings in the Receivership Order, the
Plan Administrator asked the Superintendent of FSCO to change the wind-up date for the Hourly

Plan and to merge the Salaried Plan with the Hourly Plan;

17. The Receiver asks this Honourable Court to declare that the process of the
Superintendent considering the Plan Administrator’s recommendation of changing the wind-up
date of the Hourly Plan and combining the Hourly and Salaried Plans is a proceeding within the
meaning of the Receivership Order and such that the parties are stayed by the Receivership

Order from taking further steps without leave of the Court;

18. On the assumption that the stay of proceedings applies and based on the
information known to date, the Receiver proposes to reserve $0 with respect to the Hourly Plan

for section 81.6 claims;

19. On the assumption that the stay of proceedings applies and based on the
information known to date, the Receiver proposes to reserve $147,732 with respect to the

Salaried Plan for section 81.6 claims;

Other

20. Rules 1.04, 1.05, 2.03, 3.02, 16 and 37 of the Rules of Civil Procedure;

21. Sections 81.6, 183, 243 and 246 of the Bankruptcy and Insolvency Act;
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22. Rule 3 of the General Rules under the Bankruptcy and Insolvency Act,

23. Section 30(7) of the Personal Property Security Act;

24, Sections 57(4) and 57(5) of the Pension Benefits Act; and

25. Such further and other grounds as counsel may advise and this Honourable Court
may permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the

hearing of the motion:

26. Receiver’s Fifth Report dated November 7, 2012;

27. The affidavit of Tracy Weaver swom on October 22, 2012; and

28. The affidavit of Shireen Young sworn on November 8, 2012; and

29. Such other evidence as counsel may advise and this Court may permit.

November 8, 2012 OSLER, HOSKIN & HARCOURT LLP
P.O. Box 50

1 First Canadian Place
Toronto, ON M5X 1B8

Tracy C. Sandler
(416) 862-5890
(416) 862-6666 (fax)

Mary Paterson
(416) 862-4924
(416) 862-6666 (fax)

Solicitors for PricewaterhouseCoopers Inc.,

in its capacity as Receiver of Northern
Sawmills Inc.
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Court File No. CV10-9042-00CL
ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE MONDAY, THE 19th

)
)
JUSTICE ) DAY OF NOVEMBER, 2012

BETWEEN:
G.E. CANADA EQUIPMENT FINANCING G.P.
Applicant
-~ and —
NORTHERN SAWMILLS INC.

Respondent

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND
INSOLVENCY ACT,R.S.C. 1985, c. C-36, as amended, AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, c. C.43, as amended.

ORDER

THIS MOTION, made by PricewaterhouseCoopers Inc. (“PwC”) in its capacity as the
Court-appointed receiver (the “Receiver”) of all of the assets, undertakings and properties of
Northern Sawmills Inc. (“Northern”) acquired for or used in relation to a business carried on by
Northern including all proceeds thereof (collectively, the “Northern Property”), for an order

seeking advice and directions, approving distributions and approving the Receiver’s activities,

among other things, was heard this day at 330 University Avenue, Toronto, Ontario.

Draft

ON READING the Fifth Report of the Receiver dated November 7, 2012 (the “Fifth
Report™), the affidavit of the Receiver as to fees sworn on October 22, 2012 (the “Weaver

Affidavit”), the affidavit of Receiver’s counsel as to fees sworn on November 8, 2012



Draft

-2

(collectively with the Weaver Affidavit, the “Fee Affidavits”) and on hearing the submissions of
counsel for the Receiver, submissions of counsel for G.E. Canada Equipment Financing G.P.
(“GE”), submissions of Momeau Shepell Ltd. in its capacity as the plan administrator of the
Hourly Plan and the Salaried Plan (the “Plan Administrator”) and such other counsel as were

present, all parties having been served as evidenced by the affidavit of service, filed;

Definitions and Notice
1. THIS COURT ORDERS that any capitalized term in this Order that is not otherwise

defined has the meaning ascribed to it in the Fifth Report.

2. THIS COURT ORDERS AND DECLARES that the time for service of this Notice of
Motion and the Motion Record is hereby abridged so that the Motion is properly returnable today
and hereby dispenses with further service thereof and orders that service of the Notice of Motion

and Motion Record is hereby validated in all respects.

Approval of Receiver Activities and Fees

3. THIS COURT ORDERS that the Fifth Report, including the Statement of Cash Receipts
and Disbursements contained therein, is hereby approved and the activities of the Receiver as set

out in the Fifth Report are hereby approved.

4, THIS COURT ORDERS that the fees and disbursements of the Receiver and Receiver’s

counsel, as set out in the Fifth Report and the Fee Affidavits, are hereby approved.

Application of Stay of Proceedings
5. THIS COURT DECLARES that the process of the Superintendent considering the Plan

Administrator’s recommendation of changing the wind-up date of the Hourly Plan and merging



Draft

-3

the Salaried Plan into the Hourly Plan is a Proceeding within the meaning of the Receivership
Order such that the parties are stayed by the Receivership Order from taking steps in furtherance

of the proceeding.

Reserves in Relation to Pension Claims

6. THIS COURT ADVISES AND DIRECTS that the Receiver reserve $147,732 in relation
to the Plan Administrator’s claim pursuant to s. 81.6 of the BIA with respect to the Salaried Plan

(the “Section 81.6 Reserve™).

7. THIS COURT ADVISES AND DIRECTS that the Receiver reserve no funds in relation

to the Plan Administrator’s s. 81.6 claim pursuant to the BIA with respect to the Hourly Plan.

8. THIS COURT ADVISES AND DIRECTS that the Receiver reserve no funds in\relation
to the PBA deemed trust claim advanced by the Plan Administrator with respect to the Salaried

and Hourly Plans.

9, THIS COURT ORDERS that on or before December 19, 2012 (or a later date to which
the Receiver consents), the Plan Administrator shall provide to the Receiver sufficient

information to confirm the normal cost deficiency in the Salaried Plan.

10.  THIS COURT ORDERS that the Section 81.6 Reserve may be reduced without further

order of the Court if the Receiver and the Plan Administrator cansent to such reduction.

10



Draft

Immediate Distributions
11.  THIS COURT ORDERS that the Receiver shall distribute $157,864 to the City of

Thunder Bay, Ontario in full satisfaction of the City of Thunder Bay’s Property Tax Claim.

12.  THIS COURT ORDERS that the Receiver shall distribute $86,879 plus accrued interest
but less the reserves required by this Order by way of releasing all or part, as the case may be, of
a GIC Account controlled by the Receiver and held with Royal Bank of Canada (“RBC”) to

RBC in full satisfaction (subject to a reduction in the reserves) of RBC’s secured interest in the

GIC Account.

13.  THIS COURT ORDERS that the Receiver shall distribute a total of $200,000 less the
reserves required by this Order from the Disputed Collateral Proceeds and the NWP Disputed
Asset Proceeds to Lucky Star in full satisfaction (subject to a reduction in the reserves) of Lucky

Star and NWP’s interests in the Disputed Collateral Proceeds and NWP Disputed Asset

Proceeds.

14. THIS COURT ORDERS that the Receiver shall distribute a total of $195,627 to GE less

the reserves required by this Order.

Subsequent Distributions
15.  THIS COURT ORDERS that if the Section 81.6 Reserve is reduced in accordance with
this Order, then the Receiver shall distribute to the City of Thunder Bay, RBC, Lucky Star and

GE, their respective portion of the reduction in the Section 81.6 Reserve.

11
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16.  THIS COURT ORDERS that, subject to maintaining the required reserves, to the extent
that further realizations are available, the Receiver shall distribute such proceeds from the

Northern Property to GE.

12
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NORTHERN SAWMILLS INC.

FIFTH REPORT OF THE RECEIVER
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INTRODUCTION

1.

On January 4, 2011, pursuant to an Order (the “Receivership Order”) of the Ontario
Superior Court of Justice (Commercial List) (the “Court”), PricewaterhouseCoopers Inc.
(“PwC”) was appointed as Receiver (the “Receiver”) pursuant to section 243(1) of the
Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the “BIA”) and section 101
of the Courts of Justice Act, R.8.0. 1990, c. C.43, as amended, over all the assets,
undertakings and properties acquired for or used in relation to a business carried on by
Northern including all proceeds thereof (the “Northern Property”) of Northern Sawmills
Inc. (“Northern”). The appointment of the Receiver is referred to herein as the

“Receivership Proceedings”.

On January 4, 2011, by order of the Court, the Receiver was authorized and directed to carry
out and conduct a sale process in respect of the Northern Property, substantially in
accordance with the sale process (the “Northern Sale Process™) outlined in the report of

PwC, as proposed receiver of Northern, dated December 30, 2010 (the “Proposed
Receiver’s Report”).

The Receiver's first report dated January 13, 2011 (the “First Report”) was filed with the
Court requesting approval of the advertisement and the teaser to be used by the Receiver in
connection with the Northern Sale Process. An Order was made by the Court on January 14,

2011 approving the Receiver’s forms of advertisement and teaser.

The Receiver’s second report dated July 14, 2011 (the “Second Report”) was filed with the
Court in respect of the Receiver’s motion seeking the Court’s advice and direction with respect
to the applicability of the Wage Earner Protection Program Act (“WEPPA”) to Northern’s
former unionized employees. On July 25, 2011, pursuant to an Order (the “WEPPA
Employment Termination Date Order”) of Mr. Justice Perell, the Court declared that
July 6, 2010 was the applicable employment termination date of Northern’s former unionized

employees for the purposes of determining such former unionized employees’ claims pursuant
to WEPPA.

The Receiver's third report dated July 27, 2011 (the “Third Report”) was filed with the
Court in support of the Receiver’s motion for the approval of the Agency Sale Agreement (as
defined in the Third Report) between the Receiver and Maynards Industries Ltd.
(“Maynards”). On August 12, 2011, the Court made an order approving the Agency Sale
Agreement, as amended by the Amending Agreement (as defined in the Third Report), with

3
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respect to the liquidation of certain of the Northern Property, and authorizing the Receiver to
execute the Agency Sale Agreement and to take such other steps as were necessary and
desirable for the completion of the transaction described therein (the “Liquidation
Process™). As part of the Liquidation Process, on September 29 and 30, 2011, Maynards
conducted an auction of the Northern Property excluding the real property (the “Auction™)
at 490 Maureen Street, Thunder Bay Ontario (the “Northern Site” or the “Real
Property”). The Liquidation Process is more particularly outlined in the Third Report.

The Receiver’s fourth report dated March g, 2012 (the “Fourth Report”) provided the Court
with an update on, among other things, the status of the Receivership Proceedings, the results
of the Liquidation Process and the proposed sale of Northern’s Real Property. Subsequently,
on March 20, 2012, the Court granted an order approving the sale of the Real Property to
2308703 Ontario Inc. (“230”) and vesting all of Northern’s right, title and interest in and to
the Real Property in 230.

The purpose of this, the Receiver’s fifth report (the “Fifth Report”, and collectively with the
Proposed Receiver’'s Report, the First Report, the Second Report, the Third Report and the
Fourth Report, the “Reports”) is to provide the Court with information with respect to:

i) the activities of the Receiver since the date of the Fourth Report;

i) the Receiver’s Statement of Receipts and Disbursements from the date of the
Receivership Order to October 31, 2012; and

ii) Northern’s pension plans, as certain issues raised by Morneau Shepell Ltd.
(“Morneau”) in its capacity as administrator of the Plans (as hereinafter defined)
may impact on the distributions available to the Company’s stakeholders, which is the
primary subject of this Fifth Report;

to seek advice and direction from the Court regarding:

iv) whether the process of the Superintendent (the “Superintendent”) of the Financial
Services Commission of Ontario (“FSCQ”) considering Morneau’s recommendation
to change the Wind Up Date (as hereinafter defined) of the Hourly Plan (also as
hereinafter defined) and merge the deregistered Salaried Plan into the Hourly Plan (as
hereinafter defined) constitutes a proceeding (a “Proceeding”) as defined in the
Receivership Order such that FSCO is stayed from taking steps without leave of the
Court;

18



and to seek an order of the Court:

v)

vi)

vii)

viii)
ix)
X)

xi)

xii)

xiii)

pwe

approving the Fifth Report and the activities of the Receiver as set out in the Fifth
Report, including the Receiver’s Statement of Receipts and Disbursements set out

herein;

subject to the Court determining that the process of the Superintendent considering
Morneau’s recommendation to change the Wind Up Date of the Hourly Plan and
merge the deregistered Salaried Plan into the Hourly Plan is a Proceeding, directing
that such Proceeding is stayed by paragraph 8 of the Receivership Order;

approving the establishment of the maximum amount of the reserve that may be
required pursuant to section 81.6 of the BIA (the “81.6 Reserve”) as described

herein;

authorizing and directing the Receiver to pay the Property Tax Claim (as hereinafter
defined);

authorizing and directing the Receiver to make the RBC Distribution (as hereinafter
defined);

authorizing and directing the Receiver to make the Lucky Star/NWP Distribution (as
hereinafter defined);

authorizing and directing the Receiver to make the GE Distribution (as hereinafter
defined, and collectively with the RBC Distribution and the Lucky Star/NWP
Distribution, the “Proposed Distributions™);

authorizing and directing the Receiver to make further distributions to the Secured
Lenders (as hereinafter defined) of their respective portion of the remaining 81.6
Reserve (as hereinafter defined), if any, should the claims under section 81.6 of the
BIA (“81.6”) as proven be less than the 81.6 Reserve, without further order of the
Court;

approving the distribution of any remaining proceeds following the Proposed
Distributions from the Northern Property to G.E. Canada Equipment Financing G.P.
(“GE”), and authorizing and directing the Receiver to make such subsequent
distributions, to the extent further realizations are available, without further Order of
the Court; and

19



xiv)  approving the fees and disbursements of the Receiver and its counsel, as set out in this
Fifth Report and the Fee Affidavits (as hereinafter defined).

A compendium of the Orders and the Reports in the Receivership Proceedings has been
prepared and filed by the Receiver’s legal counsel, Osler Hoskin & Harcourt LLP (“Osler”) to
assist the Court with respect to this motion.

RESTRICTIONS

9.

10.

In preparing this Fifth Report, the Receiver has relied upon unaudited and draft internal
financial information of Northern, The Receiver has not audited, reviewed or otherwise
attempted to verify the accuracy or completeness of the information provided to it and
expresses no opinion, or other form of assurance, in respect of the information contained

therein.

Unless otherwise stated, all monetary amounts contained herein are expressed in Canadian
Dollars. Capitalized terms not defined herein are as defined in the Receivership Order.

RECEIVER’S ACTIVITIES SINCE THE FOURTH REPORT

RECEIVER’S ACTIVITIES

11.

12,

The Receiver’s activities have been within the scope of its mandate, the Receivership Order
and other Orders made in the Receivership Proceedings.

Since the date of the Fourth Report, the Receiver has, among other things:
i) Closed the sale of the Real Property to 230 on March 30, 2012;

ii) Prepared and filed applications to the City of Thunder Bay (the “City”) and the
Municipal Property Assessment Corporation (“MPAC”) for property tax rebates and

adjustments for 2011 and 2012;

ii) Discussed potential bases for allocating value and costs in respect of the Disputed
Collateral Proceeds and NWP Disputed Assets Proceeds with Lucky Star Holdings Inc.
(“Lucky Star”), Northern Wood Preservers Inc. (“NWP”) and GE. Lucky Star and
NWP are entities related to Northern;

iv) Prepared outstanding tax returns under the Income Tax Act (“ITA”) and the Excise
Tax Act (*“ETA”) as applicable;

pwc
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v) Reviewed potential priority claims in respect of Northern to determine the amount of
reserve, if any, required to be maintained by the Receiver prior to making any
distribution of proceeds;

vi) Prepared and filed statutory reports as required under section 246 of the BIA; and

vii) Responded to requests for information from creditors, employees and other

stakeholders as appropriate.

ACCESS AGREEMENT WITH 632

13.

On January 22, 2012, the Receiver entered into an access agreement with 6322093 Manitoba
Inc. o/a Global Recycling & Recovery (“632”). 632 had purchased the majority of the
Northern Property remaining on the Northern Site and the property located at Atikokan
Forest Products Ltd., a company related to Northern over which PwC was also acting as
receiver (the “Atikokan Site” and collectively with the Northern Site, the “Sites”). 632 took
possession of the Northern Site to ensure it had adequate time to remove the assets that it had
purchased in the Auction. Under its agreement with the Receiver, 632 agreed to cover the
costs of its occupation of both Sites. In exchange, 632 provided PwC with a $10,000 deposit
to cover all direct and indirect costs, excluding professional fees, associated with maintaining
the Sites while 632 removed the assets it had purchased therefrom. While in possession of the
Northern Site, 632 also facilitated the removal of certain third party assets at the Receiver's
direction. The access agreement with the Receiver was completed upon the sale of the Real
Property. As set out in the Fourth Report, 632 also entered into an access agreement with 230
authorizing 632 to continue to occupy the Northern Site subsequent to the sale of the Real
Property by the Receiver to 230.

NORTHERN'’S PENSION PLANS

BACKGROUND PRIOR TO THE DATE OF THE RECEIVERSHIP ORDER

14.

Northern was the employer under, and the administrator of, two defined benefit pension

plans:

i) the Retirement Plan for Employees of Northern Sawmills Inc. (the “Hourly Plan”);

and

ii) the Retirement Plan for Salaried Employees of Northern Sawmills Inc. (the “Salaried
Plan”).
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15. Unionized and non-unionized employees of Northern participated in the Hourly Plan prior to
June 1, 2007. In February 2008, Northern filed amendments to the Hourly Plan with the
Superintendent seeking to cease participation of the non-unionized employees in the Hourly
Plan effective June 1, 2007.* Subsequently, on March 3, 2008, Northern filed documents with
the Superintendent requesting the establishment of the Salaried Plan to be effective June 1,
2007. Copies of these documents are included in the Wind Up NOP (as defined herein) which
is attached hereto as Appendix “A”.

16. After June 1, 2007, Morneau has advised the Receiver that Northern made three contributions
totalling $124,740 to the Salaried Plan as follows:

i) $78,331 in August 2008;
ii) $39,941in May 2009; and
iii) $6,468 in February 2010.2

17. Additionally, the Receiver notes, from a review of the Salaried Plan actuarial valuation for the
plan year ended May 31, 2008, it appears that Northern made contributions in respect of the
Salaried Plan between June, 2007, and January, 2008, of $86,112.

18. The Receiver notes from schedules provided by Morneau that Northern made two
contributions to the Hourly Plan for the period after the Wind Up Date (as defined below) as
follows:

i) $145,000 in January 2008; and
ii) $90,853 in September 2008.3

19. On March 29, 2010, the Superintendent issued a Notice of Proposal to Northern, as employer
and administrator of the Hourly Plan, giving notice that the Superintendent proposed to
wind-up the Hourly Plan effective January 1, 2008 (the “Wind Up NOP”). Also on March
29, 2010, the Superintendent issued a Notice of Proposal to Northern, as employer and

administrator of the Salaried Plan, giving notice that the Superintendent refused to register

1 A copy of this filing is attached as Appendix C to a letter from Morneau on November 18, 2011, (the
“November 18, 2011 Morneau Letter”) which is attached hereto as Appendix “I”.
2 See the July 6, 2011 Morneau Letter (defined below).
3 See the July 6, 2011 Morneau Letter (defined below).
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20.

21.

22,

23.

24.

the Salaried Plan pursuant to section 18(1)(a) of the Pension Benefits Act (Ontario) (the
“PBA”) (the “Refusal NOP” and together with the Wind Up NOP, the “NOPs”). A copy of
the Refusal NOP is attached hereto as Appendix “B”.

On April 28, 2010, Northern filed a notice with the Financial Service Tribunal (the “FST”)
requesting a hearing before the FST in relation to the NOPs.

By letter dated May 11, 2010, the Canada Revenue Agency (the “CRA?”) registered the Salaried
Plan, effective January 1, 2010.

On August 18, 2010, Northern withdrew both requests for a hearing before the FST.

On September 2, 2010, the Superintendent ordered that the Hourly Plan be wound-up
effective January 1, 2008 (the “Wind Up Date”), under section 69(1)(a) and (b) of the PBA
(the “Hourly Plan Wind Up Order”). Also on September 2, 2010 the Superintendent
ordered that the registration of the Salaried Plan be revoked pursuant to section 18(1)(b) of
the PBA (the “Salaried Plan Revocation Order”) rather than 18(1){a) as per the Refusal
NOP. Copies of the Hourly Plan Wind Up Order and the Salaried Plan Revocation Order are
attached hereto as Appendices “C” and “D” respectively.

In summary, on January 4, 2011, the date of the Receivership Order, the Hourly Plan had
been wound up by order of the Superintendent on September 2, 2010, with the wind up

effective January 1, 2008, and the registration of the Salaried Plan had been revoked.

BACKGROUND AFTER THE DATE OF THE RECEIVERSHIP ORDER

25.

26.

The Receiver was appointed on January 4, 2011. On January 7, 2011, FSCO was provided with
a copy of the Receivership Order and was added to the service list for the Receivership

Proceedings.

On February 9, 2011, FSCO wrote to the Receiver (the “February 9, 2011 FSCO Letter”)
and stated, amongst other things, that the Hourly Plan “is wound up effective January 1, 2008
by virtue of an Order dated September 2, 2010 issued by the Superintendent” and that the
Superintendent considered it appropriate to appoint a replacement administrator for the
Hourly Plan. The Superintendent advised that if he did not receive objections from any of the
interested parties by February 16, 2011, he would commence the process of appointing a
replacement administrator. A copy of the February 9, 2011 FSCO Letter is attached hereto as
Appendix “E”.

pwe
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27,

28,

29,

30.

31.

By letter dated March 7, 2011 (the “March 7, 2011 Bailey Letter”), the Receiver was
informed by Mark Bailey, legal counsel at the Legal Service Branch, FSCO (“FSCO
Counsel”) that the Superintendent would be appointing a replacement administrator for the
Hourly Plan and providing that replacement administrator with an opportunity to make
submissions on the issue of the status of contribution arrears relating to periods after the
Wind Up Date. In the March 7 2011 Bailey Letter, the Superintendent advised the Receiver
that the Superintendent had not determined the effective date of the termination of the
Salaried Plan and that he planned to solicit submissions on the issue from the replacement
administrator of the Hourly Plan. The March 7, 2011 Bailey Letter is attached hereto as
Appendix “F”.

On March 11, 2011, Morneau was appointed as administrator of the Hourly Plan.

By letter dated July 6, 2011, Morneau (the “July 6, 2011 Morneau Letter”) provided
comments to FSCO Counsel in response to the items raised in the March 7, 2011 Bailey Letter
and advised, among other things:

i) in relation to the Hourly Plan, it appeared that normal cost for the period prior to
January 2008, (i.e. the Wind Up Date of the Hourly Plan) were fully paid and that

there were no normal cost arrears;

ii) in relation to the Hourly Plan, that it appeared that as of the Wind Up Date, special
payments were underpaid by approximately $125,000;

ii1) in relation to the Salaried Plan, that contributions had been made in August 2008,
May 2009, and February 2010, and that as of April 30, 2011, the account balance for
the Salaried Plan was $120,790.36; and

iv) that FSCO should approve a transfer of all of the assets in the Salaried Plan to the
Hourly Plan.

The July 6, 2011 Morneau Letter did not indicate that there were normal cost arrears in the

Salaried Plan. A copy of the July 6, 2011 Morneau Letter is attached hereto as Appendix “G”.
On August 3, 2011, Morneau was appointed as administrator of the Salaried Plan.

On November 7, 2011, Morneau wrote to the Receiver (the “November 7, 2011 Morneau
Letter”) advising that Morneau intended to recommend to the Superintendent that the

Hourly Plan and the Salaried Plan be treated as one plan and that the wind-up period for the
10
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32.

33

34.

merged plans be changed from January 1, 2008 to November 16, 2010, a date almost 3 years

after the Wind Up Date. Morneau’s rationale for its recommendation included the following:

i) that November 16, 2010 was the last date of employment for a salaried employee based

on information Morneau had received;

ii) the unionized employees’ formal employment continued to July 6, 2010 based on the
WEPPA Employment Termination Date Order;

iii) contributions to the plans did not cease at January 1, 2008 but continued after that
date; and

iv) a January 1, 2008 wind up date would be contrary to the collective agreement for
unionized employees and contrary to the employment terms for non-unionized

employees.

The November 7, 2011 Morneau Letter indicated that, if the Superintendent implemented the
Morneau Recommendation, Morneau calculated that the normal cost arrears in respect of the
Hourly Plan would be $335,777. The November 7, 2011 Morneau Letter also indicated that if
interest was payable on such normal cost arrears, then as at January 3, 2011, the date
immediately preceding the appointment of the Receiver, such interest would be $39,780. The
November 7, 2011 Morneau Letter is attached hereto as Appendix “H”.

On November 18, 2011, Morneau made submissions to Jai Persaud, Insolvency Coordinator at
FSCO, (the “November 18, 2011, Morneau Letter”) recommending that the
Superintendent issue a Notice of Intended Decision (previously notices were known as a
“Notice of Proposal”) to revise the Wind Up Date of the Hourly Plan previously set by the
Superintendent to November 16, 2010, and set out Morneau’s reasons therefore. The
November 18, 2011, Morneau Letter also reiterated Morneau’s previous recommendation to
FSCO that the Salaried Plan be merged with the Hourly Plan (collectively the “Morneau
Recommendation”). The November 18, 2011, Morneau Letter is attached hereto as
Appendix “1”.

On September 6, 2012, both GE and the Receiver made submissions (the “GE

Submissions” and the “Receiver’s Submissions” respectively) to the Superintendent

with respect to the Morneau Recommendation. Both GE and the Receiver took the position

that the process initiated by the Superintendent in response to the November 18, 2011

Morneau Letter was likely stayed by the Receivership Order. In addition, GE and the Receiver
11
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separately made submissions on the substantive issues, including, but not limited to, the

following points:

i) No Jurisdiction: The Superintendent’s September 2, 2010 Order setting the Wind Up

Date was made after the Wind Up NOP was issued and the appeal procedure set out in
the PBA was followed. It was a final Order. There is no provision in the PBA
authorizing the Superintendent to revisit final orders. There is no provision in the PBA
permitting the Superintendent to change the wind-up date of a pension plan in these
circumstances. Absent express statutory authority to revisit a final Order, the
Superintendent is functus officio. There are no allegations of blatant mistake or fraud
that would permit the Superintendent to revisit his final Order;

ii) No Justification: Even if the Superintendent had the jurisdiction to revisit the Order,

he ought not do so because no new facts have come to light that somehow render the
Order unreasonable. In addition, a revision to the final Order would set a precedent
(as it would be the first time that a final Order had been revised) that would call into
question the Superintendent’s ability to make orders with retroactive wind-up dates
and would render subsections 6g(1)(a), (b) and (g) of the PBA essentially meaningless.
Furthermore, the proposed changes would have a different impact on various plan
members, producing the result that some plan members would receive a benefit and
others would be harmed; and

iii) No Certainty: If the Superintendent were to revisit his final Order, then it would

undermine the certainty and reliability of his Orders. The Receiver requires certainty
to assess claims and determine reserves. In addition, GE, an arm’s-length third party
lender to Northern, advanced funds to Northern after the Superintendent made the
Order. If the Superintendent revisits the final Order and changes the Wind Up Date,
then the normal cost owing to the plans may increase, thereby decreasing GE’s

recovery from the estate after it had funded the receivership.

35. The GE Submissions and the Receiver’s Submissions are attached hereto as Appendices “J”

and “K” respectively.

36.  The Receiver is of the view that the process of the Superintendent considering the Morneau

Recommendation constitutes a Proceeding as defined in the Receivership Order such that the

parties are stayed from taking steps without leave of the Court and seeks the Court’s advice

and direction in that regard.

pwe
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37.

If the Court finds that the stay does not apply and if the Superintendent issues an order
merging the plans or changing the Wind Up Date or both, Northern may have additional
outstanding normal cost obligations. The amount of such normal cost obligations may be
greater than the amount Northern contributed to the Plans and that deficiency would enjoy a
priority under 81.6. Additionally, such amounts may also be in excess of the 81.6 Reserve

described herein.

MORNEAU’S CLAIMS

38.

In addition to the Morneau Recommendation, the November 7, 2011, Morneau Letter raised
two matters relating to the Plans, one relating to the super-priority granted to unpaid normal
costs under 81.6 and one relating to the wind-up deficiency and other amounts potentially
subject to a deemed trust in relation to the Plans, based in part on the decision of the Ontario
Court of Appeal in Re Indalex Limited (“Re Indalex™).

81,6 Claim

39.

40.

As previously noted, on September 2, 2010, the Superintendent ordered that the Hourly Plan
be wound up effective January 1, 2008, and Morneau has advised the Superintendent that as
of January 1, 2008 it appeared that there were no outstanding normal cost contributions to
the Hourly Plan. By email dated October 22, 2012, the Receiver’s counsel requested
confirmation from Morneau that there were no normal cost contributions to the Hourly Plan
owing as at January 1, 2008, (the “Information Request™). In response to the Information
Request, on November 6, 2012, counsel to Morneau advised the Receiver (the “November 6,

2012 Morneau Response™) that:

“if January 1, 2008, is the wind-up date, the Morneau Shepell actuaries have determined that
there were no unpaid normal cost contributions with respect to the period prior to January

2008 for Hourly members”.

Accordingly, the Receiver is of the view that, as at the Wind Up Date, Northern has no
outstanding obligations with respect to the Hourly Plan that would attract any priority status
under 81.6. A copy of the November 6, 2012 Morneau Response is attached hereto as
Appendix “L”,

In the November 6, 2012 Morneau Response, Morneau advised the Receiver that if the wind

up date for the Salaried Plan was November 16, 2010, and certain other assumptions are

made, the normal cost arrears wounld be $135,615, net of an allocation of $30,563 out of

$124,740 paid into the Salaried Plan by Northern, that Morneau allocated as “normal cost
13
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41.

42.

contributions”. Accordingly, the Receiver is of the view that, as FSCO has not yet set a date for
the wind up of the Salaried Plan, the potential maximum amount of normal cost arrears for
the Salaried Plan is $135,615 based on the information provided to it. In addition, the
Receiver understands that Morneau also claims that interest applies in respect of amounts
owing under 81.6 and that its calculation of interest in this respect is $12,117, resulting in a
total claim for the Salaried Plan pursuant to 81.6 of $147,732 (the “Salaried Plan 81.6
Claim”). The Receiver notes the following:

i) As of the date of this Fifth Report, the Receiver has not yet reviewed the supporting
details, methodology and calculations made by Morneau, in order to confirm the
Salaried Plan 81.6 Claim;

ii) The estimate of the normal cost contribution arrears made by Morneau is based on
certain assumptions, as further outlined below, including an allocation of payments
made as between normal costs and special costs, if any. The Receiver has not yet
reviewed and satisfied itself with respect to the methodology employed by Morneau in
calculating the total obligations claimed as owing or the allocation of the payments to

the Salaried Plan, among other assumptions; and

iii) The normal cost arrears calculated by Morneau includes interest. It is the Receiver’s
view that, if interest were accruing under the PBA at all, the interest portion of such a

claim would not have priority status under 81.6.

The Receiver understands that Morneau had come into possession of approximately $120,790
from the Salaried Plan. It is the Receiver’s view that these funds should be accounted for as a
reduction in any normal costs that may be owing by Northern as it impacts the quantification
of any normal cost arrears amounts related to the merged Plans should the Morneau
Recommendation be implemented, and any associated reserve the Receiver may be required
to make pursuant to 81.6.

As indicated above, Morneau recommended that the Plans be merged and the Wind Up Date
for the Hourly Plan be extended. The November 7, 2011 Morneau Letter indicated the normal
costs contribution arrears that would exist if the Superintendent merged the Salaried Plan
with the Hourly Plan and then changed the wind-up date for the Hourly Plan from January 1,
2008, to November 16, 2010, would be $335,777, subject to certain actuarial and other

assumptions Morneau made in performing that calculation.

14
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43.

4.

45.

Morneau provided the Receiver with the basis for its calculation of the normal costs arrears
for both plans as set out in the November 7, 2011 Morneau Letter if the Salaried Plan and the
Hourly Plan are merged. The Receiver notes that the calculation of the estimated $335,777 of
normal costs arrears is based on certain assumptions by Morneau that have not been agreed

or confirmed, including but not necessarily limited to:

i) The Plans are assumed to have been merged in accordance with the Morneau
Recommendation such that;

a.  All payments made to the Salaried Plan and the Hourly Plan have been treated

as merged; and

b. The wind up date used for the merged Plans is assumed to be November 16,
2010;

ii) The $120,790 collected by Morneau from the Salaried Plan is not applied against the

normal costs or special contributions arrears outstanding for the merged Plans; and

iii) The payments made to the Plans totalling $360,593 are allocated between normal
costs and special contributions on a pro-rata basis based on the required contribution
for each period, with 18.7% applied against normal costs and 81.3% applied against
special contributions. The basis of allocating the payments is subjective and there are
other approaches that could be used.

The November 7, 2011 Morneau Letter also indicated that if interest was payable on such
normal costs, then, as at January 3, 2011, such interest would be $39,780. As noted above, it
is the Receiver’s view that, if interest were accruing under the PBA at all, the interest portion
of such a claim would not have priority status under 81.6.

As noted above, Morneau has advised the Receiver that as at the Wind Up Date, the normal
cost arrears in the Hourly Plan is nil and that the potential normal cost arrears for the
Salaried Plan, should the Superintendent determine the wind up date for the Salaried Plan to
be November 16, 2010, is $135,615, plus interest, if applicable, of $12,117, for a total of
$147,732. Accordingly, the Receiver intends to establish and maintain a reserve of $147,732
(the “81.6 Reserve”) on account of Morneau’s estimate of the normal cost arrears of the
Salaried Plan until it has satisfied itself of the quantum, if any, of the Salaried Plan 81.6 Claim.

15
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46.  Accordingly, the Receiver seeks the advice and direction of the Court in respect of the
following questions:

i) Whether the process of the Superintendent considering the change of the Wind Up
Date in respect of the Hourly Plan or combining the Hourly and Salaried Plans, or
issuing a Notice of Intended Decision in relation to those issues, constitutes a

Proceeding?

ii) What reserve should be maintained with respect to claims pursuant to 81.6 in respect
of the Hourly Plan and Salaried Plan if the stay of proceedings prevents changes in
the Wind Up Date or a merger of the plans and, in particular;

a. whether the funds contributed to the Salaried Plan by Northern should be
accounted for as a reduction in the normal cost owing in respect of either of
the Plans?; and

b. how the contributions should be allocated against normal costs and special
payments?

i) In the event that the Court finds that there is no applicable stay, what reserve should

be maintained for the purposes of any claim under 81.6?

Morneau’s PBA Claim

47.  On August 19, 2011, Morneau delivered a proof of claim to the Receiver alleging a deemed
trust claim in the amount of $12,384,000, for the wind-up deficiency of the Plans, if
Morneau's recommendation to merge the Plans is accepted by the Superintendent (the “PBA
Claim”). A copy of the PBA Claim is attached hereto as Appendix “M”.

48. In the November 7, 2011 Morneau Letter, Morneau provided further information relating to
the PBA Claim and took the position that, based on the Court of Appeal’s decision in Re
Indalex, all of the assets of Northern are subject to a deemed trust in the amount of the wind-
up deficiency in the Plans,

INDALEX DISCUSSION

A Deemed Trust Under the PBA

49.  In ReIndalex, the Court of Appeal concluded that Section 57(4) of the PBA operated to create

a deemed trust in respect of all employer contributions payable to a pension plan on the wind-
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50.

51.

52.

53.

54.

up of the plan, including in respect of the amount of any wind-up deficiency, even if such
payments were not yet due. The decision of the Ontario Court of Appeal was appealed to the
Supreme Court of Canada, which heard the appeal on June 5, 2012. No decision has yet been
released by the Supreme Court of Canada.

Section 30(7) of the Personal Property Security Act, Ontario (“PPSA”) which grants a
priority to deemed trusts over certain assets, provides as follows:

A security interest in an account or inventory and its proceeds is
subordinate to the interest of a person who is the beneficiary of a deemed trust
arising under the Employment Standards Act or under the Pension Benefits Act.
(Emphasis added).

For reference, the value of Northern’s “account or inventory and its proceeds” realized in the

Auction was $4,725.

Pursuant to Section 30(7) of the PPSA, an ordinary security interest in accounts or inventory
is subordinated to a deemed trust created under the PBA. However, the priority status granted
by Section 30(7) of the PPSA to a deemed trust under the PBA does not provide a priority over
any other assets, property or undertaking of the company (including equipment, plant and
real property).

It is the Receiver’s view that even if the Supreme Court of Canada affirms the decision of the
Ontario Court of Appeal in Re Indalex, such that section 57(4) of the PBA creates a deemed
trust in respect of all employer contributions payable to the Hourly Plan and Salaried Plan, if
applicable, such deemed trust only has a priority security interest over “an account or
inventory and its proceeds” by virtue of section 30(7) of the PPSA. This priority would be
limited to $4,725, being the value of the “account or inventory and its proceeds” and would
have priority over the Disputed Collateral claimed by Lucky Star and GE which includes the
inventory of Northern. However, this deemed trust may not have a priority over the RBC
Security (as defined below) in the GIC Account (as defined below), the Property Tax Claim
(defined below), or the GE Security (as defined below) in the balance of Northern’s assets (or
related proceeds from the sale thereof) other than the Disputed Collateral because the PPSA

does not provide such a priority.

GE has advised the Receiver that it is of the view that, should any reserves associated with the
PBA Claim affect the GE Distribution, it is GE’s view that the assignment of Northern into
bankruptcy is appropriate in the circumstances, including that GE agreed to fund this
receivership in reliance on the Wind Up Date. The Receiver understands that it is GE’s view
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55.

56.

57.

58.

that this assignment would have the effect of reversing any priority of the PBA Claim on the
basis of the paramountey of the BIA over provincial statute. As discussed below, GE will incur
a significant shortfall in its recovery on its outstanding loan to Northern. The Receiver has
obtained the Security Opinion (as defined and discussed further herein) from independent
legal counsel that, subject to the customary qualifications and limitations contained therein,
the GE Security would be valid and enforceable against a trustee in bankruptcy. Accordingly,
in respect of its unsecured claim against Northern, GE has requested that PwC act, and PwC
has agreed to act, as trustee in bankruptcy of the estate of Northern should an assignment be
made.

The Receiver is of the view that exercising its power given under paragraph 3(r) of the
Receivership Order to assign Northern into bankruptcy pursuant to the provisions of the BIA
is just and convenient in the circumstances referred to in the preceding paragraph and avoids
the need for GE to incur the costs associated with applying for a bankruptcy order in the
circumstances.

Breach of Fiduciary Duty and Creation of Constructive Trust

The Court of Appeal in Re Indalex also found against the parent of Indalex as principal
secured creditor by imposing a constructive trust over the assets of Indalex. This constructive
trust was based on the involvement of the Indalex parent in breaches of the fiduciary duty that

Indalex, as administrator of the Indalex pension plans, owed to pension plan members.

Morneau has made no allegations of breach of fiduciary duty by Northern, and in any event
none of the secured creditors with claims to Northern’s assets owes any fiduciary duty to
members of the Hourly Plan or the Salaried Plan.

It is the Receiver’s view that there is no basis for a constructive trust claim over the assets of
Northern in favour of beneficiaries of the Hourly Plan or the Salaried Plan. Even if the
Supreme Court of Canada affirms the decision of the Ontario Court of Appeal in Re Indalex in
relation to the constructive trust issues, that analysis does not apply to Northern and therefore
no reserve needs to be retained by the Receiver in relation to this aspect of the Re Indalex

decision.
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RECEIVER’S STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

59. The Receiver’s Statement of Receipts and Disbursements fcr the period from January 4, 2011

to October 31, 2012 is summarized as follows:

STATEMENT OF RECEIPTS AND DISBURSEMENTS
For the Period from January 4, 2011 to October 31,2012
RECEIPTS: CADS
Net Proceeds of Liquidation 1,874,679
Receiver's Borrowings 400,000
Sale of Real Property 300,000
Funding of Professional Costs 64,577
Interest Income 4,349
Miscellaneous 4
TOTAL RECEIPTS 2,643,610
DISBURSEMENTS
Rent / Telephone / Utility 154,294
Insurance 135,420
Receiver Fees & Disbursements 119,57 8
Legal Fees 111,782
Payroll 76,062
Operating Expenses 25,992
Bank Charges 2,281
Deemed Trust Claims 3,975
Selling Costs 1,308
Statutory costs 1,404
Sales Tax (HST, PST) 58,688
TOTAL OPERATING DISBURSEMENTS 691,683
Add: Provision for fees paid directly by GE 726,844
Less: Professional Fees paid directly by GE (726,844)
Repayment of Receiver's Borrowings (400,000)
Costs of Receiver's Borrowings (15,193)
NET RECEIPTS OVERDISBURSEMENTS 1,536,734
Funds in RBC GIC Account 86,879
TOTAL FUNDSAVAILABLE 1,623,614 |

60.  As noted above, PwC is holding $10,000 in trust related to the occupation costs of 632 as
between the Sites. The portion of funds associated with the costs of 632’s occupation of the
Northern Site has not yet been reflected in the Statement of Receipts and Disbursements set
out ahove.
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61.

b2,

63.

Total professional fees paid directly by GE were $791,421, comprising $726,844 paid directly
to the Receiver and its counsel plus an additional $64,577 paid by GE into the Receivership
Proceedings as a reimbursement of professional fees paid directly through the Receiver’s
accounts. The payment of those professional fees that has been made directly to the Receiver
and its counsel has been disclosed in the Statement of Receipts and Disbursements for
information purposes. Further detail of the professional fees of the Receiver and its counsel in
these Receivership Proceedings are set out below and in the Fee Affidavits (as defined below),
filed separately.

As at the date of this Fifth Report, and as further described below, the Receiver estimates
additional disbursements will be required for various administrative costs and liabilities
incurred by the Receiver during the Receivership Proceedings. Accordingly, the Receiver
proposes to hold a reserve of $150,000 to address outstanding disbursements if required (the
“Outstanding Disbursements”).

The Receiver respectfully requests that the Court approve the Receiver’s Statement of
Receipts and Disbursements.

OBLIGATIONS TO SECURED CREDITORS

64.

65.

As more particularly described in paragraphs 36 through 42 of the Third Report, on July 25,
2011, Osler provided the Receiver with its opinion (the “Security Opinion”) on the validity
and enforceability of the security granted by Northern to GE and its related entities (the “GE
Entities”), Royal Bank of Canada (“RBC”), Lucky Star and Buchanan Sales Inc.
(“Buchanan Sales” and collectively with the GE Entities, RBC and Lucky Star, the
“Secured Lenders”) as well as the related inter-creditor arrangements among the Secured
Lenders.

As set out in the Security Opinion, the security registered by each of the Secured Lenders was
amended and updated from time to time. A comprehensive list of the dates where each
security agreement was entered into and/or registered is set out in Appendix “N” hereto. In
summary, the Secured Lenders all entered into security agreements and/or registered their
security as appropriate by no later than June 18, 2009. This date is earlier in time than
September 2, 2010, the date that FSCO made the orders winding up the Hourly Plan and
revoking the registration of the Salaried Plan. Accordingly, the Secured Lender's security
collectively has priority over Morneau's PBA Claim on account of its earlier registration in
time.
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66.  As set out in paragraph 38 of the Third Report, and as more particularly described in the

Security Opinion in respect of the inter-creditor arrangements between the Secured Lenders

and subject to the customary qualifications and limitations, the Security Opinion in effect

states:

i)

ii)

iii)

iv)

V)

the security granted by Northern in favour of RBC (the “RBC Security”) ranks in
priority to the other secured parties in respect of the GIC held by Northern in the GIC
collateral account (the “GIC Account”) with RBC;

except for the personal property of Northern classified as “motor vehicle”, the security
granted by Northern in favour of the GE Entities (the “GE Security”) ranks in
priority to the security granted by Northern in favour of Buchanan Sales in the

personal property of Northern;

the security granted by Northern in favour of Buchanan Sales (the “Buchanan Sales
Security”) ranks in priority to the security granted by Northern in favour of the GE
Entities solely in respect of the personal property of Northern classified as “motor

vehicle”; and

the security granted by Northern in favour of Lucky Star (the “Lucky Star
Security”) ranks in priority to the security granted by Northern in favour of
Buchanan Sales in respect of the personal property of Northern.

the GE Security and the Lucky Star Security are in conflict and therefore Osler was
unable to provide an opinion as to the rank and priority of the GE Security and the
Lucky Star Security as they relate to the proceeds of the sale of certain of the Northern
Property, including certain “rolling stock” (referred to herein and in the Third Report
as the “Disputed Collateral”).

67.  As further described in paragraphs 28 and 40-42 of the Third Report, prior to the

commencement of the Receivership Proceedings, Lucky Star advised GE that it had priority

over GE in respect of the Disputed Collateral. The Security Opinion indicates that certain

security documentation executed by Northern in favour of each of the GE Entities and Lucky

Star on the same day appears to be in conflict. The Security Opinion also states that Osler was

unable to determine which of the conflicting agreements govern the rank and priority of the
security granted by Northern in favour of each of the GE Entities and Lucky Star and,
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68.

therefore was unable to provide an opinion with respect to the disputed priority claims of GE
and Lucky Star in and to the Disputed Collateral.

The RBC Security, GE Security, Buchanan Sales Security and the Lucky Star Security are
subject to prior charges and security interests or claims against the Northern Property, which
include:

i) The Receiver’s Charge (as defined below);

ii) The Property Tax Claim (as defined below);

1i1) Potential deemed trust claims;

iv) Potential claims pursuant to Sections 81.3 to 81.6 of the BIA; and

V) The Receiver’s Borrowing Charge (as defined below).

RECEIVER’S CHARGE

69.

70.

71.

Pursuant to the Receivership Order, a charge (the “Receiver’s Charge”) was created as
security for the fees and disbursements of the Receiver and its counsel. The Receiver’s Charge
ranks in priority to all other security interests, trusts, liens, charges and encumbrances,
subject to the exceptions set out in paragraph 17 of the Receivership Order, including claims
pursuant to 81.6(2).

On October 27, 2011, Morneau confirmed to the Receiver in writing (the “October 27, 2011
Morneau Letter”) that Morneau, solely on its own behalf and not on behalf of any other
party, would not assert a priority of the claims pursuant to the PBA or the BIA over certain
costs of the Receivership Proceedings, including amounts subject to the Receiver’s Charge and
the Receiver’s Borrowings Charge. The October 27, 2011 Morneau Letter represented “a
concession to achieve a commercial resolution in the circumstances that does not prejudice
the position of any party with respect to the priority of the PBA Claims or the BIA Claims

relative to other claims.”

GE has either paid, or the Receiver has accrued for GE’s payment of, the Receiver’s fees and
disbursements and those of Osler for the period up to September 30, 2012 as set out in the
Weaver Affidavit and the Osler Affidavit, both terms as hereinafter defined. In addition to
being represented by Osler, the Receiver, from time to time was represented by Stikeman

Elliott LLP (“Stikeman™) who also represented GE during the Receivership Proceedings.
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72.

73.

74.

Stikeman primarily assisted the Receiver with the preparation of material related to the
Northern Sale Process and the Liquidation Process. The costs of the Receiver and its legal
counsel are all secured by the Receiver’s Charge, regardless of whether or how they are paid.
Certain charges incurred by Stikeman related to the Northern Sale Process represent an
allocation of 50% of the total charges in this respect, as Stikeman also performed similar
services for the Receiver in respect of a “sister” receivership proceeding, Atikokan Forest
Products Ltd. (“Atikokan™). For the purpose of calculating this portion of the costs secured
by the Receiver’s Charge, the Receiver asked Stikeman to identify and limit such amounts to
50% of the total charges, where work was being performed for the benefit of both Northern
and Atikokan.

Subject to the Court’s approval of the fees and disbursements of the Receiver and its counsel,
the Receiver intends to distribute funds to GE in respect of those amounts subject to the
Receiver’'s Charge that were paid by GE, or that will be paid by GE, excluding harmonized
sales tax amounts (“HST”) as the Receiver understands that GE claims input tax credits for

HST amounts it has incurred in respect of the fees paid directly by it.

The Receiver’s calculation of the professional fees comprising part of the Receiver’s Charge,
up to September 30, 2012, are set out in Appendix “0” and are summarized as follows:

Northern Sawmills Inc.
Total Professional Fees Comprising the Receiver's Charge
Up to September 30,2012

(excluding HST)
PricewaterhouseCoopers Inc. 386,997
Osler, Hoskin & Harcourt LLP 347,498
Stikeman Elliott LLP 98,728
Total 8§§,22§

As detailed below, the Receiver has reserved funds for future costs that may be incurred to
complete the administration of the Receivership Proceedings. Accordingly, the Receiver is of
the view that, following repayment of the Fees and Disbursements (as hereinafter defined} to
GE, it is holding adequate reserves to satisfy remaining amounts owing subject to the
Receiver’s Charge.
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PROPERTY TAX CLAIM

75-

76.

77

The City of Thunder Bay, Ontario has a claim for property taxes owing on the Real Property
up to March 30, 2012, the date of the sale of the Real Property, in the net amount of
approximately $157,864 (the “Property Tax Claim”™), These amounts have not yet been
paid as the resolution of various tax rebates and adjustments had, until recently, remained
outstanding. The Receiver and the City of Thunder Bay have now agreed on the quantum of
the Property Tax Claim.

As noted above, the Receiver applied for vacancy rebates from the City of Thunder Bay and
MPAC for 2011 and 2012. On July 4, 2012, the City of Thunder Bay provided a vacancy rebate
of $5,252.69 from January 1, 2012, to March 31, 2012. On July 12, 2012, MPAC provided a
value adjustment resulting in a reduction of total 2012 taxes by $65,620.84, which resulted in
a reduction of the Receiver’s liability in this respect of $16,136 (i.e. up to the date the Real
Property was sold).

After accounting for the rebates and adjustments noted above, the net balance owing to the
City of Thunder Bay by the Receiver is approximately $157,864, including interest and
penalties, in respect of the Municipal Levy and Education Levy calculated on a per-diem basis
up to March 30, 2012, the date the Real Property was sold. Pursuant to the agreement of
purchase and sale with 230, the Receiver undertook to pay the Property Tax Claim.
Accordingly the Receiver is seeking the Court’s authorization and direction for the payment of
the Property Tax Claim. k

DEEMED TRUST CLAIMS

78.

79-

8o.

There are no known amounts outstanding under the ITA or ETA. All outstanding tax returns
have been filed with the CRA, and on April 5, 2012, the Receiver paid the CRA $3,975 for all
outstanding, pre-filing source deductions. The Receiver has been verbally advised by the CRA
that no further returns remain outstanding or amounts owing from prior to or during the
Receivership Proceedings. The Receiver’s counsel will serve the CRA with notice of this
Motion.

The Receiver has paid all outstanding amounts owing to the Workplace Safety and Insurance

Board, including penalties and interest thereon as appropriate.

The Receiver is not aware of any potential priority deemed trust claims which may exist, other
than the PBA Claim discussed above. Additionally as noted above, prior to making the
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Proposed Distributions, the Receiver’s contemplated assignment of Northern into bankruptcy
will have the effect of reversing the priority of any other unknown or contingent deemed trust

claims.

CHARGES UNDER SECTIONS 81.3 TO 81.6

81.

82.

There are no amounts owing to any of Northern’s former employees for claims pursuant to
section 81.4 of the BIA. Additionally, there are no claims which would arise under section 81.3

of the BIA following Northern’s assignment into bankruptcy.

As noted above, subject to the Court’s advice and direction, the Receiver is of the view that
Northern has no obligations arising under 81.6 with respect to the Hourly Plan and has
established the 81.6 Reserve in respect of the Salaried Plan.

RECEIVER’S BORROWING CHARGE

83.

84.

Pursuant to the Receivership Order, the Receiver was empowered to borrow an amount up to
$300,000 (later increased to $400,000 by order of the Court dated August 3, 2011) to fund
the administration of the Receivership Proceedings. The Receivership Order created a charge
on the Northern Property (the “Receiver’s Borrowing Charge”) as security for such
amounts borrowed by the Receiver. The Receiver’s Borrowing Charge ranks behind the
Receiver’'s Charge but ahead of other security interests, trusts, liens, charges and

encumbrances (with the exception of the charges under sections 81.3 to 81.6).

On January 16, 2012, the Receiver repaid to GE the full $400,000 which had been borrowed
by the Receiver in connection with the Receivership Proceeding plus interest of $15,193
accrued thereon. No amounts currently remain outstanding in respect of the Receiver’s

Borrowing Charge.

REQUEST FOR APPROVAL OF DISTRIBUTIONS TO SECURED CREDITORS

8s.

In addition to the relief requested in respect of Morneau’s claims discussed above, and subject
to the Court’s direction regarding the 81.6 Reserve, the Receiver is seeking an order of the
Court approving the Proposed Distributions by the Receiver to the Secured Lenders, subject to
maintaining a sufficient reserve for anticipated remaining costs and the potential claims, as

follows:

i} To the City of Thunder Bay in the amount of $157,864 in satisfaction of the Property

Tax Claim;
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ii) To RBC in the amount of $86,879, plus accrued interest, less RBC’s portion of the 81.6
Reserve, in satisfaction of its secured claim (the “RBC Distribution”);

iii) To Lucky Star and/or NWP (as directed by Lucky Star) in the amount of $200,000,
less Lucky Star and NWP’s portion of the 81.6 Reserve, in satisfaction of their
respective claims against the Disputed Collateral Proceeds and the NWP Disputed
Assets Proceeds (the “Lucky Star/NWP Distribution”) in accordance with the
Lucky Star Settlement (as hereinafter defined); and

iv) To GE in the amount of $195,627, less GE’s portion of the 81.6 Reserve, in partial
satisfaction of its secured claim (the “GE Distribution”).

86. In addition, the Receiver is seeking an order of the Court approving the distribution of any
remaining proceeds from the Northern Property to GE, and authorizing and directing the
Receiver to make such subsequent distributions, to the extent further realizations are
available, without further Order of the Court.

87.  As summarized in the Receiver’s statement of receipts and disbursements for the period
ending October 31, 2012, the Receiver is in possession of $1,623,614. After payment of the
Proposed Distributions, the Receiver will retain cash of $150,000 to fund the costs associated
with the Receiver fulfilling its duties and, subject to the direction of the Court, will maintain
the 81.6 Reserve of $147,732.

88.  The table below provides an illustration of the net Proposed Distribution available net of the

81.6 Reserve:
DISTRIBUTION SCHEDULE
) CADS$
FUNDS AVAILABLE 1,623,614
Receiver's Charge 833,243
Reserve for Property Taxes 157,864
Receiver Cost Reserve 150,000
Net funds available for distribution 482,507
Gross Net

Distribution 81.6 Reserve Distribution
RBC Distribution 86,879 (26,600) 60,279
Lucky Star/NWP Distribution 200,000 (61,235) 138,765
GE Distribution 195,627 (59,896) 135,731
Total 482,507 (147,732) 334,775
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89.

90.

The charge created pursuant to section 81.6 of the BLA provides that normal cost arrears “that
are unpaid immediately before the first day on which there was a receiver in relation to the
person are secured by security on all the person’s assets” and “security under this section
ranks above every other claim, right, charge or security against the person’s assets, regardless
of when that other claim, right, charge or security arose, except rights under sections 81.1 and
81.2 and securities under sections 81.3 and 81.4.” Accordingly, the claims pertaining to the
81.6 Reserve rank ahead of the creditors to whom the Proposed Distributions are to be made.
It is the Receiver’s view that all of the Secured Lenders should bear a portion of the
obligations in respect of the 81.6 Reserve.

To the best of its knowledge the Receiver is of the view that there are no other prior charges or
claims that remain unsatisfied or for which the Receiver is not holding sufficient reserves,

RBC DISTRIBUTION

91.

92.

93.

At January 4, 2011, Northern maintained $85,000 in the GIC Account. As at April 17, 2012,
interest of $1,879 had accrued thereon.

In the Receiver’s Notice of Motion returnable August 3, 2011, the Receiver indicated that it
was seeking authorization of the Court to release to RBC the funds and interest held in the
GIC Account. This portion of the relief was ultimately adjourned because of Morneau’s
intention to advance the PBA Claim.

The Receiver is not aware of any other secured creditor with a claim to the GIC Account that
ranks in priority to the claim of RBC. As a result, the Receiver considers it appropriate to
release $86,870 to RBC from funds held in the GIC Account, less RBC's portion of the 81.6
Reserve, in full payment of RBC’s claim.

LUCKY STAR DISTRIBUTION

94.

95.

As described in paragraphs 28 and 40-42 of the Third Report, prior to the commencement of
the Receivership Proceedings, Lucky Star advised GE that it had priority over GE in respect of
certain of the Northern Property, including certain “rolling stock” (referred to herein and in
the Third Report as the “Disputed Collateral”). The amount owing by Northern to Lucky
Star as of January 4, 2011, was approximately $10,046,500.

In connection with such dispute, the Receiver asked Osler to review the security granted by
Northern to its secured creditors, including Lucky Star. As noted in the Third Report, Osler

determined that certain of the security documentation executed by Northern in favour of each
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96.

97.

08.

99.

of the GE Entities and Lucky Star on the same day appeared to be in conflict and Osler was
unable to determine the rank and priority of the security granted by Northern in favour of
each of the GE Entities and Lucky Star in respect of the Disputed Collateral.

The Disputed Collateral was sold by Maynards in the Auction as part of the Liquidation
Process with the agreement of the GE Entities and Lucky Star. Following the Auction, a
representative of Lucky Star notified the Receiver that 50 lots of Disputed Collateral were sold
at Auction for proceeds totalling $303,275 (before cost allocation) (the “Disputed
Collateral Proceeds”). Included in the Disputed Collateral Proceeds, are proceeds of
$4,725 from the sale of Northern’s log inventory in the Auction, the only current assets

realized in the Receivership Proceedings.

Additionally, prior to the commencement of the Auction, NWP claimed ownership of certain
other assets on the Northern Site (the “NWP Disputed Assets”), With NWP’s agreement,
the NWP Disputed Assets were sold by Maynards in the Auction. Subsequently, a
representative of NWP identified as property of NWP 11 lots sold at auction for proceeds
totalling $55,750 (before cost allocation) (the “NWP Disputed Assets Proceeds”). In
order to validate NWP’s claim, the Receiver reviewed the evidence provided by NWP in
support thereof and reviewed the books and records of Northern. However, due to the age of
these assets and the lack of adequate records maintained by Northern and NWP, the Receiver
was not able to find sufficient evidence to support the claim of NWP.

In order to resolve this dispute, the Receiver has held various discussions with legal counsel to
GE, Lucky Star and NWP to attempt to come to an agreement on how the Disputed Collateral
Proceeds and the NWP Disputed Assets Proceeds are to be allocated. In order to facilitate an
agreement, the Receiver prepared an analysis of the proceeds of the Northern Property,
including the Disputed Collateral Proceeds and the NWP Disputed Assets Proceeds and
determined a cost allocation between them based on the estimated costs associated with each

asset category.

On July 26, 2012, Lucky Star proposed a revised cost allocation to the Disputed Collateral
Proceeds and NWP Disputed Assets Proceeds as well as including additional lots sold at
auction for a value of $130,000 without a corresponding cost allocation being made against
these additional lots (the “Lucky Star Proposal”). The Lucky Star Proposal treats the
Disputed Collateral Proceeds and the NWP Disputed Assets Proceeds as a lump sum amount.
Accordingly, the Lucky Star Proposal does not allow for a determination of the distribution as
between Lucky Star and NWP.,
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100.

101.

102,

103.

Additionally, the Lucky Star Proposal includes a claim for the proceeds from a locomotive
which was located at all times during the Receivership Proceedings in the CA Plant (as defined
in the Fourth Report) where it was integral to the operation of the CA Plant, when the
Company was operating prior to the Receivership Proceedings. The locomotive was an asset
which was included in the Auction but was not sold. As described in paragraph 13 of the
Fourth Report, in total there were 105 lots which were not sold, Subsequent to the completion
of the Auction, Maynards attempted to sell the unsold lots to parties who purchased certain of
the Northern Property at the Auction and to other parties known to Maynards as potentially
having an interest in such property. Despite these efforts, the locomotive was not sold. As
reported in the Fourth Report and as approved by the Court on March 20, 2012, the CA Plant
was sold, along with the Real Property on an “as is, where is” basis. No allocation of value was
made for this locomotive. The Receiver has concluded that, at this time, the locomotive is
currently incapable of being realized by the Receiver.

As a result of discussions between the Receiver, GE and Lucky Star, GE and Lucky Star have
advised the Receiver that, on November 6, 2012, an agreement in principal amongst those
parties was reached (the “Lucky Star Settlement”), whereby:

i) Lucky Star and NWP will release their claims to the Disputed Collateral Proceeds and
Disputed Asset Proceeds in exchange for receiving the Lucky Star/NWP Distribution,
subject to any reserves that may be required; and

i) the Receiver will release Northern's interest in and to a locomotive located on the
former Northern Real Property and GE will release its security in respect of same.

Consistent with the Lucky Star Proposal above, the Lucky Star Settlement does not allow for a
determination of the distribution as between Lucky Star and NWP. Accordingly, the Receiver
is seeking direction from Lucky Star and NWP regarding the allocation of the Lucky
Star/NWP Distribution as between the two parties, or alternatively direction as to which party
to make the Lucky Star/NWP Distribution. The Receiver will hold the Lucky Star/NWP

Distribution until such direction is provided.

As indicated above, the Receiver has obtained an opinion from its independent legal counsel
that the Lucky Star Security is valid and enforceable. To the best of its knowledge the Receiver
is of the view that there are no prior charges or claims that remain unsatisfied or for which the
Receiver is not holding sufficient reserves.
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104.

As set out above and subject to any additional reserves directed by the Court to be maintained,
the Receiver intends to make a distribution to Lucky Star and NWP in the amount of
$200,000, less Lucky Star and NWP’s portion of the 81.6 Reserve, in full payment of the
Lucky Star Settlement.

GE DISTRIBUTION

105.

106.

107.

As detailed in paragraphs 39-41 of the affidavit of Christopher Rankin sworn December 23,
2010 (the “Rankin Affidavit”), which was filed in support of GE’s application for the
appointment of the Receiver, in 2007, GE loaned Northern $13,061,482.62 (the “Northern
Loan”), the proceeds of which were intended to be used for liquidity and/or refinancing
purposes. The amount owing by Northern to the GE Entities under the Northern Loan as of
October 22, 2010, was approximately $9,172,308.66.

As indicated above, the Receiver has obtained an opinion from its independent legal counsel
that the GE Security is valid and enforceable.

As set out above and subject to any additional reserves directed by the Court to be maintained,
in addition to paying to GE amounts subject to the Receiver’s Charge as described herein, the
Receiver intends to make an interim distribution to GE in the amount of $195,627, less GE’s
portion of the 81.6 Reserve, in respect of the GE Security. The Receiver is also proposing that
subsequently, as funds become available and to the extent that reserves are no longer
required, additional funds will be released to GE pursuant to its secured claim without further
order of the Court.

RECEIVER’S AND LEGAL COUNSEL’S FEES AND DISBURSEMENTS

108.

109.

The Receiver and its legal counsel have maintained detailed records of their professional time
and costs. The Receiver is seeking the approval of its fees and disbursements and those of its
legal counsel for the period from December 21, 2010 to September 30, 2012 (the “Period”) in
connection with the performance of their duties in the Receivership Proceedings and the
estimated fees and disbursements of the Receiver and its counsel arising after the Period in
connection with the bringing of the application referred to herein and the performance of the

remaining duties.

Pursuant to paragraph 17 of the Receivership Order, any expenditure or liability properly
made or incurred by the Receiver, including the fees and disbursements of the Receiver and

the fees and disbursements of its legal counsel, were authorized to be paid on a periodic basis
30

pwc

44



110.

111.

112,

113.

subject to any final assessment or taxation as may be ordered by the Court. In addition, the
Receiver's Charge was granted as security for, inter alia, the fees and disbursements of the

Receiver and its counsel.

The total fees of the Receiver during the Period amount to $423,728.51, together with
expenses and disbursements in the amount of $44,845.47 (both excluding HST) (collectively,
the “Receiver’s Fees and Disbursements”). The time spent by the Receiver’s personnel
during the Period is more particularly described in the Affidavit of Tracey Weaver of the
Receiver (the “Weaver Affidavit”), sworn in support hereof and filed separately. Exhibit
“A” to the Weaver Affidavit is a summary of the personnel, hours, and hourly rates charged by
the Receiver in respect of the Receivership Proceedings for the Period. Barring unforeseen
circumstances, the Receiver estimates that its fees and disbursements, at its standard rates
currently in effect, for the period from October 1, 2012, to the completion of all work related to

the Receivership Proceedings will be approximately $50,000.

The total fees incurred by the Receiver for services provided by Osler during the Period
amount to $441,536.50 together with expenses and disbursements in the amount of $2,863.47
(both excluding HST) (collectively, the “Osler Fees and Disbursements”). The time
spent by Osler personnel during the Period is more particularly described in the Affidavit of
Shireen Young of Osler (the “Osler Affidavit”), sworn in support hereof and filed
separately. The Osler Affidavit provides a summary of the personnel, hours, and hourly rates
charged by Osler in respect of the Receivership Proceedings for the Period. Barring
unforeseen circumstances, Osler estimates that its fees and disbursements, at its standard
rates currently in effect, for the period from October 2012 to the completion of all work
related to the Receivership Proceedings will be approximately $50,000.

The total fees incurred by the Receiver for services provided by Stikeman together with
expenses and disbursements (both excluding HST) (collectively the “Stikeman Fees and
Disbursements”) will be described in the Affidavit of Elizabeth Pillon of Stikeman (the
“Stikeman Affidavit” and collectively with the Weaver Affidavit and the Osler Affidavit, the
“Fee Affidavits”), which will be filed separately with the Court by Stikeman. The Stikeman
Affidavit will provide a summary of the personnel, hours, and hourly rates charged by

Stikeman in respect of the Receivership Proceedings for the Period.

The Receiver respectfully submits that the Receiver’s Fees and Disbursements, the Osler Fees

and Disbursements and the Stikeman Fees and Disbursements (the “Fees and

Disbursements”) are reasonable in the circumstances and have been validly incurred in
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accordance with the provisions of the Receivership Order. Accordingly, the Receiver now

seeks the approval of the Fees and Disbursements.

CONCLUSION AND RECOMMENDATION

114.  The Receiver respectfully requests that the Court provide advice and direction to the Receiver

in respect of the Receiver’s following requests as more fully set out in paragraph 46 above:

i)

ii)

whether the process of the Superintendent considering Morneau’s recommendation to
change the Wind Up Date in respect of the Hourly Plan and merge the deregistered
Salaried Plan into the Hourly Plan constitutes a Proceeding as defined in the
Receivership Order such that the parties are stayed from taking steps without leave of
the Court;

what reserve should be maintained with respect to claims pursuant to 81.6 in respect
of the Hourly Plan and Salaried Plan, and how the contributions and funds on hand
should be allocated against normal costs and special payments;

and recommends that the Court grant the Order requested to, inter alia:

iii)

iv)

V)

vi)
vii)
viii)

ix)

pwe

approve the Receiver's Fifth Report and the activities of the Receiver as set out in this
Fifth Report including the Receiver’s Statement of Cash Receipts and Disbursements
set out herein;

approve the Fees and Disbursements of the Receiver and its counsel, as set out in this
Fifth Report and the Fee Affidavits;

subject to the Court’s determination that the process of the Superintendent
considering the Morneau Recommendation constitutes a Proceeding as defined in the
Receivership Order, direct that such Proceeding is stayed by paragraph 8 of the
Receivership Order;

authorize and direct the Receiver to pay the Property Tax Claim;
authorize and direct the Receiver to make the RBC Distribution;
authorize and direct the Receiver to make the Lucky Star/NWP Distribution;

authorize and direct the Receiver to make the GE Distribution; and
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x) approve the distribution of any remaining proceeds following the Proposed
Distributions from the Northern Property to GE, and authorize and direct the Receiver
to make such subsequent distributions, to the extent further realizations are available,
without further Order of the Court.

All of which is respectfully submitted this 8% day of November, 2012.

PricewaterhouseCoopers Inc.
In its capacity as Receiver of Northern Sawmills Inc.

Greg Prince Jonathan Reimche
Senior Vice President Vice President
33
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Superintendent of » surintendant des
Financial " services
Services financiers

Ont

IN THE MATTER OF the Pension Benefits Act, R.S.0. 1990,
c. P.8, as amended (the “PBA™).

AND IN THE MATTER OF a Proposal of the Superintendent of Financial
Services to Make an Order under sections 69(1)(a) and (b) of the PBA that the

Retirement Plan for Employees of Northern Sawmills Inc., Registration Number
0978270, be wound up.

TO: Northern Sawmills Inc.
1 Maureen St., Box 29039
Thunder Bay, ON
P7B 6P9

Attention:  Mr. Harry Mercer
Treasurer and Secretary
Northern Sawmills Inc.

Employer and Administrator of the Plan

NOTICE OF PROPOSAL

1 PROPOSE TO MAKE AN ORDER under sections 69(1)(a) and (b) of the PBA, that
the Retirement Plan for Employees of Northern Sawmills Inc., Registration Number 0978270
(the “Plan™) be wound up effective as at January 1, 2008.

REASONS:

1. The Plan is a defined benefit, non-contributory, single employer pension plan registered
under the PBA.



2

Northem Sawmills Inc. (the “Company”) is the employer and the administrator under the
Plan.

Section 4.3 of the Plan provides that the Company shall make contributions on behalf of
the plan members at a rate determined by an actuary to be sufficient to provide for

payment of the benefits required to be paid by the Plan.

The Company has not made the employer required contributions to the Plan commencing
with the contributions due in January 2008. The latest Actuarial Report in respect of the
Plan as at May 31, 2009 (the “Actuarial Report”) indicates that contributions in arrears,
with interest are $3,171,989 as at May 31, 2009.

The Financial Services Commission of Ontario (“FSCO”) informed the Company by a
letter dated July 6, 2009 (the “FSCO Letter”) of its outstanding contributions and
requested that it take steps to bring the Plan into full compliance with the funding
requirements under the PBA. The Company was given 15 days to respond to the

compliance request in the letter. No response was received from the Company.

Section 69 of the PBA sets out the circumstances under which the Superintendent may

order a wind up of a pension plan. These circumstances include the following:

69(1) The Superintendent by order may require the wind up of a pension plan

in whole or in part if,

(a) there is a cessation or suspension of employer contributions to the
pension fund;

(b) the employer fails to make contributions to the pension fund as
required by this Act or the regulations.

The PBA states the following with respect to employer contributions:

55(2) An employer required to make contributions under a pension plan,
or a person or entity required to make contributions under a pension plan
on behalf of an employer, shall make the contributions in accordance
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with the prescribed requirements for funding and shall make the
contributions in the prescribed manner and at the prescribed times.

8. The Regulation 909, R.R.O. 1990 (the “Regulation™) prescribes as follows:

4(4). The payments referred to in subsections (2) and (2.4) shall be made by
the employer or, if a person or entity is required to make contributions on
behalf of the employer, by that person or entity and, if applicable, by the
member of the pension plan within the following time limits:

3. In the case of a pension plan that provides defined benefits, employer
contributions in respect of the normal costs reported under clause 13(1)(a)
or 14(7)(a) for each period covered by a report beginning on or after the
I* day of January, 1988, in monthly installments within thirty days after
the month for which contributions are payable, the amount of the
instalments to be either a total fixed dollar amount, a fixed dollar amount
for each employee or member of the plan or a fixed percentage either of
the portion of the payroll related to members of the plan or of employee
contributions.

9. The Company has not made any contributions to the Plan as required by the PBA and as
prescribed by the Regulation since January 2008. Therefore there is a cessation or
suspension of employer contributions to the pension fund and grounds to wind up the
Plan under section 69(1)(a) of the PBA.

10.  The Company has also failed to make contributions to the pension fund as required by the
PBA and the Regulation and there are therefore grounds to wind up the Plan under

section 69(1)(b) of the PBA.

11 Such further and other reasons as may come to my attention.

YOU ARE ENTITLED TO A HEARING by the Financial Services Tribunal (the

“Tribunal™) pursuant to section 89(6) of the PBA. To request a hearing, you must deliver to



the Tribunal a written notice that you require a hearing, within thirty (30) days after this

Notice of Proposal is served on you, '

YOUR WRITTEN NOTICE must be delivered to:

Financial Services Tribunal
5160 Yonge Street

14™ Floor

Toronto, Ontario

M2N 6L9

Attention: The Registrar

FOR FURTHER INFORMATION, contact the Registrar of the Tribunal by phone at
416- 226-7752, toll free at 1-800-668-0128, ext. 7752, or by fax at 416-226-7750.

1F YOU FAIL TO REQUEST A HEARING WITHIN THIRTY (30) DAYS, I MAY
CARRY OUT THE PROPOSAL AS DESCRIBED IN THIS NOTICE.

DATED at Toronto, Ontario, this 20" dayof March, 2010.

K. David Gordon
Deputy Superintendent, Pensions

! NOTE - Pursuant to section 112 of the PBA any Notice, Order or other document is sufficiently given,
served or delivered if delivered personally or sent by regular mail and any document sent by regular mail
shall be deemed to be given, served or delivered on the seventh day afier the date of mailing.
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Superintendent of n surintendant des
Financial services
Services ‘ financiers

Ontago

TO:

IN THE MATTER OF the Pension Benefits Act, R.S.0. 1990,
c. P.8, as amended (the “PBA™)

AND IN THE MATTER OF a Proposal of the Superintendent of Financial
Services to Refuse to Register the Retirement Plan for Salaried Employees of
Northern Sawmills Inc., Registration Number 1192400 under section 18(1)(a) of
the PBA.

Northern Sawmills Inc.
Mcintyre Centre, P.O. Box 29039
Thunder Bay, ON

P7B 6P9

Attention:  Mr. Harry Mercer
Treasurer and Secretary
Northern Sawmills Inc.

Employer and Administrator of the Plan

NOTICE OF PROPOSAL

1 PROPOSE TO REFUSE TO REGISTER the Retirement Plan for Salaried

Employees of Northemn Sawmills Inc. (the “Plan”) under section 18(1)(a) of the PBA.

REASONS:

1) Northem Sawmills Inc. (the “Applicant”) has applied to register the Plan under the PBA.

2) The materials filed in support of the application state that the Plan was effective June 1,

2007, and that it is a single-employer, defined benefit pension plan.



3)

4

- 5)

6)

7

8)

9)

Section 9(2) of the PBA states that an application for registration of a pension plan shall
be made by paying the fee established by the Minister of Finance and by filing, among
other things, a completed application in the form approved by the Superintendent of
Financial Services (the “Superintendent”) and a certified copy of the explanations and

other information required under section 25(1) of the PBA.

Section 25(1) of the PBA requires that the administrator of a pension plan provide in
writing to each person who is eligible or required to become a member of the pension
plan the following: a) an explanation of the provisions of the plan that apply to the
person; b) an explanation of the person’s rights and obligations in respect of the

pension plan; and ¢) any other information prescribed by the regulations.
The Applicant filed the Plan documents with the Superintendent on March 3, 2008.

On June 23, 2008, the Superintendent’s staff advised the Applicant’s agent that staff
could not proceed with the review of the application for registration until page 12 of
Form 1 (the form for registration of a pension plan requiring the applicant’s original
signature) and a certified copy of the employee booklet or the explanations of the

Plan as required under section 25 of the PBA were filed with the Superintendent.
The Applicant has not responded to the June 23, 2008 letter.

Section 18(1)(a) of the PBA states that the Superintendent may refuse to register a
pension plan that does not comply with the PBA.

The Plan documents that have been filed do not comply with the PBA because the
original signature page of Form | is missing and the employee booklet or explanations

required under section 25 of the PBA are also missing.

10) Such further and other reasons as may come to my attention.
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YOU ARE ENTITLED TO A HEARING by the Financial Services Tribunal (the
“Tribunal”) pursuant to section 89(6) of the PBA. To request a hearing, yon must deliver to
the Tribunal a written notice that you require a hearing, within thirty (30) days after this

Notice of Proposal is served on you.

YOUR WRITTEN NOTICE must be delivered to:

Financial Services Tribunal
5160 Yonge Street

14" Floor

Toronto, Ontario

M2N 6L9

Attention: The Registrar

FOR FURTHER IN'FORMATION on a Form for the written notice, please see the
Tribunal website at www.fstontario.ca or contact the Registrar of the Tribunal by phone at 416-
590-7294, toll free at 1-800-668-0128, ext. 7294, or by fax at 416-226-7750.

IF YOU FAIL TO REQUEST A HEARING WITHIN THIRTY (30) DAYS, 1 MAY
CARRY OUT THE PROPOSAL AS DESCRIBED IN THIS NOTICE.

DATED at Toronto, Ontario, this 29" dayof March, 2010.

K. David Gordon
Deputy Superintendent, Pensions

! NOTE - Pursuant to section 112 of the PBA any Notice, Order or other document is sufficiently given,
served or delivered if delivered personally or sent by regular mail and any document sent by regular mail
shall be deemed to be given, served or delivered on the seventh day after the date of mailing.
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Financial Services Commission des »
Commission strvices financiers

of Ontarle de ’Ontarie

Pension Plans Branch Direction des régimes de retralte —
5160 Yonge Street, 4™ Ficor 5160 rué Yonge, 4a élage Ontario
Box 85 boita 85

Toronto ON M2N 6L8 Toronto ON M2N 6L9

Telephone: (416) 228-7776 Téiéphone: (416) 226-7778

Facsimie: (416) 226-7777 T&tbcopieur: (416) 228-7777

REGISTERED MAIL

September 3, 2010

Harry Mercer

Treasure and Secretary

Northern Sawmills Inc.

1 Maureen St., Box 29039
Thunder Bay, ON P7B 6P9

Dear Sir:

Re:  Retirement Plan For The Employees Of Northern Sawmills Ine.
Registration Number 978270

Enclosed please find the Order in respect to the above pension plan.

Yours truly,

Ann Marie Gumbs
Administrative Coordinator

b

c Nancy Su, FSCO, Pension Plans Branch
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Superintendent of surintendant des -
Financial services
Services financiers ’

Ontario

IN THE MATTER OF the Pension Benefits Act, R.S.0. 1990,
c. P.8, as amended (the “PBA™)

AND IN THE MATTER OF a Proposal of the Superintendent of Financial
Services to Make an Order under sections 69(1)(a) and (b) of the PBA relating to
the Retirement Plan for Employees of Northern Sawmills Inc., Registration
Number 0978270

TO: Northern Sawmills Inc,
1 Maureen St., Box 29039
Thunder Bay, ON
P7B 6P9

Aftention: M. Harry Mercer
Treasurer and Secretary
Employer and Administrator of the Plan

ORDER

ON OR ABOUT March 29, 2010, the Superintendent of Financial Services (the
“Superintendent™) issued a Notice of Proposal (the “NOP™) in respect of the Retirement Plan for
Employees of Northern Sawmills Inc., Registration Number 0978270 (reported at Financial
Services Commission of Ontario (FSCO) website, Pension e-Bulletin June 2010, Volume 19, Issue
2) to Northern Sawmiills In¢., to wind up the Plan effective as at January 1, 2008, pursuant to
sections 69(1X(a) and (b) of the PBA_

A REQUEST FOR HEARING before the Finameial Services Tribunal (the “Tribunal™) was filed
by Northern Sawmills Inc. on April 28, 2010.

ON August 18, 2010, the request for a hearing was withdrawn by Northern Sawmills Inc. ON
August 20, 2010, the Tribunal closed its file.



oy

2

For the reasons set out in the NOP, [ ORDER that the Retirement Plan for Employees of Northern
Sawmills Inc., Registration Number (978270, be wound up effective as at January 1, 2008, under
sections 69(1)(a) and (b) of the PBA,

DATED at Toronto, Ontario, this o day of wfgoZiechs. , 2010.

K. David Gordon
Deputy Superintendent, Pensions
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Fimancisl Services Commission des 2
Commission services financiers

of Outarie de I’Ontario

Pension Plans Branch Diraction des régimes de refraite —_——
5160 Yonge Streat, 4* Roor S160 rue Yonge, 4¢ dtage Ontario
Box 65 boita 85

Toronto ON M2N 8L8 Toronto ON M2N 8L9

Teephone: (416) 226-7778 Téldphona:  (418) 2267778

Facsimile: (418) 2267777 Télcopieur: (418) 226-7777

REGISTERED MAIL

September 3, 2010

Harry Mercer

Treasure and Secretary

Northern Sawmiills Inc.
1 Maureen St., Box 29039
Thunder Bay, ON P7B 6P9

Dear Sir:

Re:  Retirement Plan for Salaried Employees of Northern Sswmills Inc.
Registration Number 1192400

Enclosed please find the Order in respect to the above pension plan.

Yours truly,

Ann Marie Gumbs
Administrative Coordinator

Enclosure

e Nancy Su, FSCO, Pension Plans Branch
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Suparntendent of surintendant des
Financial services
Services financiers

IN THE MATTER OF the Pension Benefits Act, R.S.0. 1990,
¢. P.8, as amended (the “PBA™)

AND IN THE MATTER OF a Proposal of the Superintendent of Financial
Services to Make an Order under section 18(1)(b) of the PBA to revoke
registration of the Retirement Plan for Salaried Employees of Northen Sawmills
Inc., Registration Number 1192400

TO: Northern Sawmills Inc.
1 Maureen St., Box 29039
Thunder Bay, ON
P7B 6P9

Attention:  Mr. Harry Mercer
Treasurer and Secretary
Employer and Administrator of the Plan

ORDER

ON OR ABOUT March 29, 2010, the Superintendent of Financial Services (the
“Superintendent”) issued a Notice of Proposal (the “NOP") to Northern Sawmills Inc. proposing to
revoke registration of the Retirement Plan for Salaried Employees of Northem Sawmills Inc.,
Registration Number 1192400 (reported st Financial Services Commission of Ontario (FSCO)
website, Pension e-Bulletin June 2010, Volume 19, Issue 2), under section 18(1)(b) of the PBA.

A REQUEST FOR HEARING before the Financial Services Tribunal (the “Tribunal”) was filed
by Northern Sawmills Inc. on April 28, 2010.

ON August 18, 2010, the request for a hearing was withdrawn by Northern Sawmills Inc. ON
August 20, 2010, the Tribunal closed its file.
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For the reasons set out in the NOP, I ORDER that the registration of the Retirement Plan for

Salaried Employees of Northern Sawmills Inc., Registration Number 1192400, be revoked under
section 18(1)(b) of the PBA.

DATED at Toronto, Ontario, this/day of s Zméen, 2010,

K. David Gordon
Deputy Superintendent, Pensions
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Financial Services
Commission
of Ontario

Fension Plans Branch

5160 Yonge Streat
Suits 1600
Teronio ON M2N 6L3

Telephone: (418) 226-7776
Facsimile; (418) 226-7777

Commission des
services financiers
de 'Ontario

Direction des régimes de retraile

3150, rue Yenge
Bureau 1600
Toronto ON M2N 6L8

Tétaphone: (416)226-7776
Téldcopieur, {418} 226-7777

»

o

"

Critario

February 9, 2011 Registration Number: 0978270

Sent via email and regular mail

PricewaterhouseCoopers Inc.
Receiver of Northern Sawmills Inc.
Suite 3000, Box 82

Royal Trust Tower, TD Centre

77 King Street West

Toronto, ON M5K 1G8

Attention: Mr. Gregory Prince
Worthern Sawmills Inc,

1 Maureen Street, P.O. Box 29039
Thunder Bay, ON P7B 6P9

Attention: Mr, Harry D. Mercer, MBA, CA
Vice-President, Secretary/Treasurer

Dear Sirs/Madams:

Re:  Retirement Plan For The Employees Of Northern Sawmills Inc. (the “Plan™)

We are writing with respect to the Order, granted by the Ontario Superior Court of

Justice on January 4, 2011, that appointed PricewaterhouseCoopers Inc. as receiver (the
"Receiver') of all of the assets, undertakings and properties (the ‘Property”) of Northern Sawmills
Inc. (the “Company’).

We understand that the Receiver has initiated a sales and marketing procedure respecting the
Property. Further we understand that the Company is not currently operating and all but two
employees have ceased employment. The two remaining employees are involved in the
maintenance and general oversight of the mill. In addition, we understand that the Receiver has
not assumed any role in the administration of the Plan. Finally, we note that the Plan is wound up
¢ifective January 1, 2008 by virtue of an Order duted September 2, 2010 issued by the
Superintendent of Financial Services (the “Superintendent”). Given the circumstances, it
appears that the Company will have insufficient capacity to administer the Plan and complete the
wind up.
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Registration Number: 0978270
Northern Sawmills Inc.
February 9, 2011

page 2

Based on this information, it would appear that the statutory pre-conditions exist for the
appointment of a replacement administrator pursuant to section 71(1) of the Pension Benefits Act
(the “PBA™). In these circumstances, the Superintendent of Financial Services considers it
appropriate to appoint a replacement administrator for the Plan.

If we do not receive any written objection from any of the interested parties by February 16,
2011, the Supenntendent will commence the process of appointing an Administrator.

If at any time you have any questions or concerns, you may contact me either at the address
above, or directly by telephone at (416) 226-7833, or toll free at 1-800-668-0128, extension
7833. Please quote the registration number shown at the top of this letter.

Yours truly,

o Vo

Anna Vani
Pension Officer

AV

CC: C. Helbronner - Blake, Cassels & Graydon LLP
A. Boctor — Stikeman Eliiot LLP
T. Sandler — Osler, Hoskin & Harcourt
K. Stuebing — CaleyWray
M. Bailey - FSCO
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Ministédre du
Ministry of the
Attorney General Procureur général

Legal Services Br Diraction des services juridiquas

i ial Servie Commission des
Esnmmq:{ - services financiars

Y o de  Ontario
of Ontario

17* étage

17th Fleor
5180 Yonge Sireet g 1 gaérsuo Yonge
Box 85 P.

Toronto, ON M2N 618 Teronto, ON M2ZN 6L9

Tét: |418) 250-7250

Tei: (416} 250-7250 Téiae: (416) 590-7558

Fax: (416) 580-7556

Writer's Direct Line; {416} 590-7555
Email: markbailaydpisco gov.onca

March 7, 2011
SENT BY E-MAIL

PricewaterhouseCaopers Inc.
Receiver of Northern Sawmills Inc.
Suite 3000, Box 82

Royal Trust Tower, TD Centre

77 King Street West

Toronto, ON M5K 1G8

Attention: Greg Prince

-Jonathon Reimche
Nathaly Labbe

Dear Sirs/Madams:

Re: Northern Sawmilis Inc.

Ontario

Further to our e-mail dated February 10, 2011, we write to respond to the two remaining
questions raised during our discussions with Mr. Reimche, Ms. Labbe and counsel for
G.E. Canada Equipment Financing on January 24, 2011.

The questions with aur responses are as follows:

1.  The Retirement Pian for Employees of Northern Sawmills inc. (the” Hourly Pian”),
Registration Number 0978270, was wound up effective January 1, 2008 by order
of the Superintendent of Financial Services (the “Superintendent”) owing to a
failure by the employer to make required contributions. You requested a
breakdown of the contribution arrears as between periods prior to and after the
wind up date and as between current servica amounts and special payments. If
some or all of the arrears reiate to the period after the wind up date, you enquired
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as to whether the wind up effectively eliminates those arrears because the
contributions would be required to be paid after the wind up.

Response: We are advised by our client that the arrears relate to periods both
before and after the wind up date and cover both current service and special
payments. Unfortunately, we are not in a position to provide any precise
quantification of these amounts. However, it now appears that we will be
proceeding with the appointment of a replacement administrator for the Hourly
Plan who should, shortly after the appointment is finalized, be in a position to
provide precise amounts. Finally, the Superintendent is currently considering the
issue of the status of the arrears relating ta periods after the wind up date.
However, we do not anticipate making a determination until we have provided
replacement administrator with an opportunity to make submissions on the issue.

As you know, the application for registration of the Retirement Plan for Salaried
Employees of Northern Sawmills Inc., Registration Number 1192400, (the
“Salaried Plan”) was refused by the Superintendent. You want to know what, if
any, further steps are required in respect of the Salaried Plan.

Response: Section 18(3) of the PBA states that “a refusal of registration of a
pension plan ... operates to terminate the pension plan as of the date specified by
the Superintendent”. Further, section 18(5) states that “where the registration of a
pension plan is refused or revoked ... the administrator shall wind up the pension
plan in accordance” with the PBA which usually entails the distribution of assets in
the pension fund from the pension plan. However, in this case, we understand
that there are no assets in pension fund for the Salaried Plan but there maybe
contribution arrears and amounts to be transferred from the Hourly Ptan if the
effective date of the termination of the Salaried Plan is after the date the Salaried
Plan commenced. The Superintendent has not yet determined the effective date
of the termination of the Salaried Plan and the further steps which are required
would depend upon the termination date ultimately determined by the
Superintendent. Before coming to a determination of this issue, the
Superintendent plans to solicit submissions from the appointed administrator for
the Hourly Plan (because of the potential transfer of members and assets from the
Salaried Plan) and from other interested parties. Please advise if the Receiver has
a position on this issue and would like to make submissions to the Superintendent.
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We trust that this provides an adequate response to your questions at this time. Please
let us know if you have any further questions or concerns.

Yours truly,

tw‘””//i//‘? ’ N

Mark Bailby C.,/'\~
Legal Counsel

CC: C. Helbronner - Blake, Cassels & Graydon LLP
T. Sandier — Osler, Hoskin & Harcourt
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MO RN B\l ' HUMAN RESOURCE CONSULTING AND ADMINISTRATIVE SOLUTIONS
Cuigary = Fredevicton » Holifove Kitchener » London » Morgréal « Ortawa « Plasburgh « Québec = St John's « Tovorteo » Vancouver

SQHEPELL  ~wmsmecen

295 Dan Mills Road, Suite 700

One Morneau Sobeco Centre

Taronto ON M3C 1W2
-tel.r 416,445.2700 » fax: 416.445,79R89

Mark Bailey

Legal Services Branch

Financial Services Commission of Ontario
17" Floor

5160 Yonge Street

Toronto, ON M2N 619

July 6, 2011

Dear Mr. Bailey,

RE: Retirement Plan for Employees of Northern Sawmills Inc. (the “Hourly Plan”),
" Registration #0978270

Retirement Plan for Salaried Employees of Northern Sawmills Inc. (the “Salaried Plan™),
Registration #1192400

We are writing to you to provide our comments on the Hourly and Salaried Plans in respect of the two
issues discussed in the letter you sent to PricewaterhouseCoopers Inc. (“PwC”), the Receiver of Northemn
Sawmills Inc., on March 7, 2011. The issues with our responses are as follows:

1. Breakdown of Contribution Arrears

PwC requested a breakdown of the contribution arrears as between periods prior to and after the wind up
date and as between current service amounts and special payments.

We have reviewed the account statements from the Hourly Plan, in light of the funding requirements in
the Hourly Plan actuarial reports and the Form 7 filed with the Plan’s fund holder. It appears that current
service costs for the Hourly Plan were fully paid up in respect of the period prior to January 2008, while
special payments were underpaid by roughly $125,000 as of January 2008. The last filed valuation, as of
May 31, 2009, also shows a considerable solvency deficiency of $4,996,170.

Based on this initial review, it appears that there are no current service airears in respect of the Hourly
Plan, As you know, we had some discussions with PwC in the spring, to advise them of this information.
We reserve our right, however, to revise this view, if additional information were to come to light.

2. Treatment of Salaried Plan

PwC further requested information as to the state of the Salaried Plan. We agree with the position stated
in your letter that a plan whose registration is refused or revoked by the Superintendent of Financial
Services shall be wound up in accordance with the Pension Benefits Act.

The information we have received from the Salaried Plan fund holder is that three contributions were

made to the Salaried Plan. Specifically, a contribution of $78,330.68 was made in August 2008, a
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contribution of $39,941.20 was made in May 2009, and a contribution of $6,468.00 was made in February
2010. As of April 30, 2011, the account balance was $120,790.36.

It also appears that the Salaried Plan was registered with the Canada Revenue Agency (“CRA”) effective
January 1, 2008, pursuant to a letter dated May 11, 2010. The CRA will not provide further information
regarding the Salaried Plan without our being appointed as administrator; however, we assume that the
Salaried Plan is still registered with CRA. It is unlikely that the Salaried Plan funding agent will allow us
to take control of the assets in the Salaried Plan in our capacity as the administrator of the Hourly Plan. In
light of this information, then, we recommend that we be appointed the administrator of the Salaried Plan
for the purpose of winding up the Salaried Plan.

Assuming we are appointed the administrator of the Salaried Plan, the question arises as to how the
Salaried Plan assets should be treated. The Salaried Plan registration was revoked by FSCO by order
dated September 2, 2010, and we understand that the corresponding restatement of the Hourly Plan which
would have excluded Salaried Plan participants from participating in the Hourly Plan effective June 1,
2007, has not been registered by FSCO. Accordingly, in hindsight, in our view it would be appropriate to
consider the employer contributions to the Salaried Plan as contributions that should have been made to

the Hourly Plan, and 10 consider service by salaried employees subsequent to June 1, 2007, as Hourly
Plan service.

To the extent this does not naturally flow from the revocation of registration of the Salaried Plan and the
non-registration of the Hourly Plan restatement, we would make the preliminary suggestion that FSCO
approve a transfer of the assets in the the Salaried Plan to the Hourly Plan pursuant to subsection 81(8) of
the Pension Benefits Act. Our view is that such a transfer would be in the interests of both the Hourly and
Salaried Plan members, as it would reduce overall administration costs, hasten the wind-up of the plans,
and increase the level of assets in the Hourly Plan. We note that the administrator of either the original or

successor pension plan has the authority to apply for such a transfer under the amended wording of
subsection 81(5) (yet to be proclaimed).

Conclusion

We trust that the information set out above will be helpful to you and to the Receiver of Northern

Sawmills Inc., and we look forward to discussing with you our potential appointment as administrator of
the Salaried Plan.

Regards,

Morneau Shepell Ltd. in its capacity

as Administrator for the Retirement Plan for
Employees of Northern Sawmills Inc.

and not in its personal capacity

Per:  Bethune Whiston
Partner
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c. Andrew Zur, Mornean Shepell Ltd.
Debbie Gallagher, Morneau Shepell Ltd.
Al Kiel, Mormneau Shepell Ltd.
Greg Prince, PricewaterhouseCoopers Inc.
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Fasken Martineau DuMoulin LLP www.fasken.com
Barristers and Solicitors
Patent and Trade-mark Agents

333 Bay Street, Suite 2400

Bay Adelaide Centre, Box 20 FAS KEN
Toronto, Ontario, Canada M5H 276 MART' N EAU

416 366 8381 Telephone
416 364 7813 Facsimile
1 800 268 8424 Toll free

Stuart Brotman
Direct 416 865 5418
shrotman@fasken.com

November 7, 2011
File No.: 211780.16472

VIA EMAIL

Ms, Tracy Sandler

Osler, Hoskin & Harcourt LLP
100 King Street West

1 First Canadian Place

Suite 6100, P.O. Box 50
Toronto, ON M5X 1B8

Dear Ms. Sandler:

Re:  Receivership of Northern Sawmills Inc. (the “Receivership”) pursuant to the
Order of the Ontario Superior Court of Justice (Commercial List) dated
January 4, 2011 (the “Appointment Order™)

As you know, we represent Momeau Shepell Ltd. (the “Administrator”) in its capacity as
the Administrator of the Retirement Plan for the Employees:of Northern Sawmills Inc.
No. 0978270 (the “Hourly Plan”), as well as Administrator of the Retirement Plan for
Salaried Employees of Northern Sawmills Inc. No. 1192400, (the “Salaried Plan”, and
collectively with the Hourly Plan, the “Plans”) and not in its personal capacity.

By letter dated October 27, 2011, the Administrator undertook to provide to you as
complete a statement of the PBA Claims and the BIA Claims (as defined in the said letter
agreement) as it can based on the information available to it as at November 7, 2011. The
following is further to that undertaking and to the letter received from Elizabeth Pillon
dated November 3, 2011.

Background.

The Plans began as a single plan in 1989 and continued in that form until February 27
2008, when Northern Sawmills Inc. (“Northern™) filed an amendment to the Hourly Plan
to cease participation by its salaried employees and attempted to establish a separate
Salaried Plan, effective June 1, 2007. Northern was the administrator of the Plans until
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replaced by Momeau Shepell Ltd. as Administrator of the Hourly Plan and Salaried Plan
on March 11, 2011, and August 3, 2011, respectively.

On March 29, 2010, the Superintendent of Financial Services (the "Superintendent™)
issued a Notice of Proposal to wind up the Hourly Plan effective as at January 1, 2008,
pursuant to sections 69(1)(a) and (b) of the Pension Benefits Act (Ontario) (the “PBA”).

Northern had requested a hearing in respect of the proposed wind up of the Hourly Plan
but withdrew that request. On September 2, 2010, the Superintendent ordered that the
Hourly Plan be wound up effective as at January 1, 2008.

On January 4, 2011, PricewaterhouseCoopers Inc. ("PWC") was appointed as receiver
(the “Receiver”) of Northern pursuant to the Appointment Order.

In response to questions posed by the Receiver, on March 7, 2011, Mark Bailey as
solicitor for the Superintendent wrote to PWC and advised, in part, as follows:

“We are advised by our client that the arrears relate to periods both before and
after the wind up date and cover both current service and special payments.
Unfortunately, we are not in a position to provide any precise quantification of
these amounts. However, it now appears that we will be proceeding with the
appointment of a replacement administrator for the Hourly Plan who should,
shortly after the appointment is finalized, be in a position to provide precise
amounts, Finally, the Superintendent is currently considering the issue of the
status of the arrears relating to periods after the wind up date. However, we do
not anticipate making a determination until we have provided replacement
administrator with an opportunity to make submissions on the issue”

and

“ ..The Superintendent has not yet determined the effective date of the
termination of the Salaried Plan and the further steps which are required would
depend upon the termination date ultimately determined by the Superintendent.
Before coming to a determination of this issue, the Superintendent plans to
solicit submissions from the appointed administrator for the Hourly Plan...and
from other interested parties. Please advise if the Receiver has a position on this
issue and would like to make submissions to the Superintendent.”

On March 11, 2011, Momeau Shepell Ltd. was appointed by the Superintendent as
administrator of the Hourly Plan pursuant to section 71(1) of the PBA.

On July 25, 2011, the Ontario Superior Court of Justice issued a decision in the

Receivership Proceedings in which it determined that 232 hourly employees of Northern
had recall rights under the terms of the Collective Agreements between Northern and the
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Communication, Energy and Paperworkers Union of Canada (“CEP”) until July 6, 2010.
Accordingly, the employment of such hourly employees continued until that date.

On August 3, 2011, Momeau Shepell Ltd. was appointed by the Superintendent as
Administrator of the Salaried Plan.

The Administrator’s Review and Recommendations:

As set out in the March 7, 2011 letter from Mark Bailey to PWC, the Superintendent has
requested submissions from the Administrator with respect to the wind up of the Salaried
Plan (including the effective date of wind up thereof) and also with respect to the
contribution arrears in the Plans relating to the periods before and after January 1, 2008.
Some initial submissions were made by the Administrator in a letter dated July 6, 2011, a
copy of which was provided to you, and the Administrator is currently preparing further
submissions to the Superintendent based on its subsequent appointment to administer the
wind up of the Salaried Plan and certain additional information it has been able to secure.

Based upon the information presently available to it, the Administrator intends to
recommend to the Superintendent that the Hourly Plan and the Salaried Plan be treated as
one plan for purposes of calculating contribution arrears and wind up deficiencies and
that the effective wind up period for both plans be January 1, 2008 to November 16,
2010. The Administrator will provide to the Receiver a copy of its formal
recommendations to the Superintendent once available. ‘

Contribution Arrears and Wind Up Deficiency in the Plans:

The Administrator has undertaken a calculation of the contribution arrears and wind up
deficiency in the Plans on the basis of its intended recommendations to the
Superintendent. Those calculations are set out in the documents attached as Schedule “A”
and Schedule “B”, respectively.

Claims Against the Assets of Northern:
Bankruptcy and Insolvency Act Claims:

Pursuant to section 81.6 of the Bankruptcy and Insolvency Act (Canada) (the “BIA™),
normal cost amounts unpaid immediately before the first day on which there was a
receiver are secured by security on all of the assets of Northern in priority over every

other claim, right, charge or security except those under section 81.1, 81.2, 81.3 and 81.4
of the BIA.

As set out in Schedule “A”, as at January 3, 2011 there were normal cost contribution
arrears in the Plans totalling $375,557.

DM_TOR/286795-00001/5167145.2
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PBA Claims:

The PBA establishes a deemed trust and lien in respect of the wind up deficiency in the
Plans by subsection 57(4), which provides as follows:

(4) Where a pension plan is wound up in whole or in part,
an employer who is required to pay contributions to the
pension fund shall be deemed to hold in trust for the
beneficiaries of the pension plan an amount of money equal
to employer contributions accrued to the date of the wind
up but not yet due under the plan or regulations. R.S.0.
1990, c. P.8, 5. 57 (4).

The Court of Appeal’s recent decision in Re Indalex Ltd. 2011 ONCA 265 has held that
the deemed trust under subsection 57(4) applies to wind-up liabilities under paragraph
section 75(1)(b) of the PBA. Subsection 57(5) of the PBA further provides that the
administrator of a plan has a lien and charge over the assets of the employer in an amount
equal to the amounts deemed to be held in trust.

Based upon the Court of Appeal’s decision in Re Indalex, the Administrator takes the
position that all of the assets of Northern are subject to a deemed trust in the amount of
the wind up deficiency in the Plans.

As set out in the attached Schedule “B” the wind up deficiency in the Plans totals
$12,3 841000 and the Administrator asserts a deemed trust in the assets of Northern in that
amount.

We would be pleased to meet with you and the Receiver to discuss the contents of this
letter.

Yours very truly,

W
Stuart Brotman

SB/ima
cc:  Momeau Shepell

! The amount recoverable by the Administrator in respect of the wind up deficiency is to be reduced by any
amount recovered under section 81.6 of the BIA.
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Actuarial Opinion on the Retirement Plan
For Employees of Northern Sawmills Inc,
As at December 31, 2010

Ontario Registration; 0978270

Purpose

This Actuarial Opinion, as at December 31, 2010 (the “Valuation Date™), is prepared in support of a proof .
of claim application (the “Application’) related to the Retirement Plan For Employees of Northern
Sawmills Inc. (the “Plan™), In this Actuarial Opinion, we are providing the information required to

support the Application.

On March 11, 2011, Morneau Shepell Ltd. (the “Plan Administrator™) was appointed Administrator of the
Plan by the Superintendent of Financial Services (the “Superintendent™), pursuant to subsection 71(1) of
the Ontario Pension Benefits Act (the “Act”). The Plan was ordered wound up effective Janvary 1, 2008,
(the *Wind Up Date™) pursuant to Section 6%(1) by the Superintendant owing to a failure of Northem
Sawmills Inc. to make roquired contributions to the Plan.

The most recent going-concern actuarial report was prepared as of May 31, 2009, by Ellement &
Ellement. The report indicated that the assets would be $4,966,170 less than the liabilities if the Plan were
wound up as of May 31, 2009. The report indicated the Plan had contributions in arrears with interest of
$3,171,989 as of May 31, 2009, and these contributions were never remitted to the Plan. These
contributions were counted as part of the assets for the valuation. Excluding these contributions from the
assets, the deficlt on a wind up basis would have been $8,138,159 as of May 31, 2009.

Membership Data (Hourly and Salaried Memberys)
Our wind up valuation of the Plan as at January |, 2008, is based on data provided by the Plan's previous
administrator, The current valuation of the Plan as at December 31, 2010, is based on the wind up

valuation data, adjusted for lump sum payments, retirements, and/or deaths that have occurred during the
period from January 1, 2008, to December 31, 2010,

The following table outlines the movement of members since Janvary 1, 2008:

Dofarred
Active Veated Pensioners &
Members Members Beneficlaries Total
As at January 1, 2008 330 49 63 442
Retired (34) - 34 -
Paid out from Plan - 3 - (©)
As at December 31, 2010 208 48 97 439

All members were employed in Ontario.
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The following table contains a summary of information on the members as at January 1, 2008, and as at

December 31, 2010:
Dacember 11, 2010 January 1, 2008
Active members . Number 206 330
" Average age 47.14 48,51
Average annuai Basic pansion 58,815 58,083
Deferred Vasled Number 48 49

ofer
mombers Average age 42.19 41.70
Average annual Basic pension 34,458 33,710
Pensionams & Number or 83
Baneficlariea Average age '87.07 70.84
Averaga armual Basic pansion $6,790 $4,840
Assets

As at the Wind Up Date, the assets of the Plan were held by Manulife. The following table reconciles the
assets from January 1, 2008, to December 31, 2010:

January 1, 2008 to
Assst Reconclilation August 31, 2010
Market value of asaets at baginning of pariod —; 18,108,800
Recaipts:
= Contributiona 360,600
Total raceipts § 360,800
Disbursements:
= Benefit payments {3,038.000)
«  Fesa and expenses (282,200)
Total disbursements $ (3,320,200)
Unraalized Gain 3 024,800
Market valua of assaets at end of perfod $ 18,074,800
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Wind Up Financial Position '

The table below presents the financial position of the Plan as at January 1, 2008, and at December 31,

2010:

——

Docember 31, 2010 Japusry 1, 2008

Basic Wind Up Asssts
Market value of assets $ 18.074.800 $ 18,108,800
Plus: Present value of contributions in-transit 0 353,100
Less: Provisions for wind up expenses (450,000) (450,000)
Total Wind Up Assets $ 15,624,800 $ 18,012,800
Basic Wind Up Liabllities
Active members $17,857,800 $18,304,700
Deferred vested members 1,208,700 1,008,900
Pensioners & beneficiaries 7.159,400 3,742,200
Contingency reserve 780,700 861,700
Provision for adverse deviations 1,143,600 -
Total Wind Up Liabllities $ 28,008,800 $ 23,747,500
Wind Up Deficlency $ (12,384,000) $ (5,734,800)

Change in Financial Position

As of January 1, 2008, the assets would have been $5,734,600 less than the liabilities if the Plan was wound
up on that date, The Plan had a wind up deficiency of $12,384,000 at December 31, 2010, The table below
reconciles, on an approximate basis, the change in the financial position of the Plan from January 1, 2008, to

December 31, 2010:

Wind Up Deficiency as at January 1, 2008 $ (5,734,600)
Interest on deficiency at 4.32% per annum (775,200)
Loss due to retums less than 4.32%, net of expenses (4,980,900)
inclusion of provision of adverse deviation (PAD) (1,143,600)
Loss due to change in actuarial basis 26,100
Miscellaneous gain 213,200
Wind Up Deficlency as at December 31, 2010 $ (12,384,000)

Note: 4.32% Is the weighted average interest rate with respect to the kabiities as st January 1, 2008,
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Actuarial Assumptions

In determining the assets and liabilities of the Plan, it is necessary to make assumptions with respect to the
factors which will affect these amounts in the future. Emerging experience, differing from the assumptions,
will result in gains ar losges, which will be revealed at the time the assets of the Plan are disbursed.

The factors and assumptions used to develop the financial position at the Wind Up Date of December 31,

2010, are described below:
Decamber 31, 2010 January 1, 2008
L o Wind Up Valuation Wind Up anumug_‘
Interast rate for mamboers 4.50% per annum 4.50% per annum for 10 years, 5.0%
oclectinglumpeume therafter
Intersst rata for defarred 4.53% par annum' 4.10% per annum
Interest rate for active 4.53% per annum' 4.50% per annum
members alecting
annuties and retired
Mortality UP1894 generational mortality table UP1084 projected to 2015 (scale AA)
Apoal-retirementonty) .. - sex-distinct . - ... Soxdistinct
Retirement Age that provides the most vaiuable Age that providas the moat valuable

benefit benefit
' Calculeled in accordance with Section 3800 "Penaion Commuted Values® of tha Standards of Practice of the Canadian Institute of
Actuaries.

The factors and assumptions used to develop the financial position of the Plan as at the Valuation Date of
December 31, 2010, are described below. In addition, the assumptions regarding the contingency reserve,
provision for adverse deviation, and provision for expenses as at the Wind Up Date are also included below.

Settle Date

All wind up entitlements are assumed to be seftied as at December 31, 2012 (the “Settlement Date”).

Nature of Benefits

Where a member’s pension has not commenced, such member has the option of choosing either (i) 8 lump
sum transfer or (ii) a life annuity. In estimating the wind up liabilities at the Valuation Date, we assumed
that Plan liabilities would be settled through the purchase of annuities from a Canadian insurance
company for members described below:

> active members aged 50 and older at the Wind Up Dats;
> deferred vested members; and
> pensioners and beneficiaries.

We assumed active members under the age of 50 at the Wind Up Date would elect to receive their wind
up entitlements from the Plan in the form of lump sum transfers.
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The liabilities as at the Valuation Date with respect to members who were assumed to have elected lump
sum transfors are caleulated by increasing the commuted value of their pension entitlements as at the
Wind Up Date to the Settlement Date with the interest rates used to calculate the original commuted
value, and then discotnting back to the Valuation Date at 1.00% per annum. We have assumed the assets
for the seftlement of commuted values are invested in money market securities for the period from the
Valuation Date to the Settlement Date.

nnui

The liabilities as at the Vaiuation Date for pensioners, deferred vested members, and active and
transferred members who are assumed to have elected annuities are valued as follows:

> Pensioners and deferred vested, active and transferred members' pension payments payable
on and after the Settlement Date are valued effective on the Settlement Date with an interest
rate of 4.53% per annum, using the UP1994 generational mortality table on a sex-distinct
basis, and then such annuity costs are discounted back to the Valuation Date at the expected
rate of grawth of the Plan’s assets earmarked for annuity purchase (4.53% per annum),
without mortality.

> Pension payments payable between the Valuation Date and the Settlement Date are
discounted back at 1.00% per annum to the Valuation Date, without mortality.

> Pension payments payable between the member’s assumed retirement date and the Valuation
Date are summed, without interest, and included at the Valuation Date.

Contingency Reserve

We included a provision equal to 3.0% of the Plan’s wind up liabilities as at the Wind-up Date and at the
Valuation Date for any additional benefits that might need to be provided to former members who may
bring forward a claim for benefits under the Plan,

ovision for A Deviation (* '
We did not include any PAD as at the Wind Up Date.

For the purposes of the calculations performed as af the Valuation Dats, we have included a PAD to cover
potential losses due to adverse experience. Since the calculations are based on assumptions, experience
gnins and/or losses are bound to occur.

The PAD is a provision for a 0.5% decrease in annuity interest rates for purchases of immediate and
deferred annuities due to reduced competitiveness of the group annuity market in Canada.
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Provision for Expenses

The Plan Administrator has maintained the same provision for expenses of $450,000 (including HST) as
at the Wind Up Date, The Plan Administrator has estimated a provision for expenses of $450,000
(including HST) to be phid from the Plan fund after the Vatuation Date.

The estimated wind up expenses relate to the costs involved in preparing the wind up report, preparing the
wind up option forms for members, other related administration expenses, and the costs associated with
the final distribution of assets subsequent to the receipt of appraval from the Superintendent.
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Summary of Plan Provisions

Effective Date
The effective date of the Plan is May 16, 1989.

i “
Employees are eligible and must join the Plan on the first day of the month coinciding with or next
following the completion of one year of service.

Em Contributions
Members are not required to contribute to the Plan.

Amount of Pension '

The annual amount of pension payable to 8 Member who retires on the normal retirement date will be
the sum of the following (one completed month of Credited Service shall count as one-twelfth of a
year of Credited Service):

a) $240 for each year of Credited Service between May 16, 1989 and October 15, 1992,
b) $420 for each year of Credited Service between October 16, 1992 and May 15, 1994,
c) $480 for each year of Credited Service between May 16, 1994 and May 135, 1995,

d) $540 for each year of Credited Service from May 16, 1995 to May 15, 1996,

€) 3600 for each year of Credited Service from May 16, 1996 to Qctober 7, 1996,

f) 3660 for each year of Credited Service from October 8, 1996 to May 15, 1997,

g) $720 for each year of Credited Service from May 16, 1997 to May 15, 2000,

h) $780 for each year of Credited Service from May 16, 2000 to May 15, 2001,

i)  $840 for each year of Credited Service from May 16, 2001 to May 15, 2002,

j)  $900 for each year of Credited Service from May 16, 2002 to May 15, 2003,

k) $960 for each year of Credited Service on or after May 16, 2003.

Maximum Pension
The annual amount of pension payable under the terms of this Plan shall not exceed the amount
permitted under the Income Tax Act. For Credited Service after January 1, 1990, this amount is
generally the lesser of:
(a) $2,333.33 times the number of years of Credited Service, and
(b) 2% of the best threce consecutive years of compensation times the number of years of
Credited Service.

Retirement Dates
A Member's normal retirement date is the first of the month coinciding with or next
following the Member's 65th birthday. A member may elect to retire within 10 years
preceding the normal retirement date, with the accumulated pension being actuarially reduced
to recognize the longer period during which the pension payments can be expected to be paid.
Postponed retirement is also allowed, in which case benefit accruals continue to the actual
date of retirernent.
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(a) If the Member has completed less than two years of Continuous Service aﬂer May 16,
1989, no termination benefit is payable.

(b) If the Member has completed at least two years of Continuous Service after May 16,
1989, the Member shall be entitled to receive a defetred pension, payable from the nocmal
retirement datg, of the total amount accrued. Alternatively, if the Member is not cligible for
early retirement, the Member may elect to transfer the commuted value of the accrued
pension to another registered pension plan or to a Locked-In Retirement Account. Otherwise,
it is the Company’s discretion to permit a transfer after age 55.

Dea efi

(8) Beforg Retirement
If the Member has less than one year of Credited Service, no death benefit is payable.
If the Member has one or more years of Credited Service, the death benefit is the
commutied value of the pension accrued to the date of death, payable as a lump-sum

payment.

(b) After Retirement
The death benefit afier retirement is dependent on the form of pension elected. The
normal form of pension is a monthly pension payable for life. Optional forms of
pension are available on an actuarially equivalent basis.
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Actuarial Opinion

In our opinion, as of the Plan’s Wind Up Date of January 1, 2008, and as of the Valuation Date of
December 31, 2010, the Plan’s assets are not sufficient to cover the liabilities of the Plan on a wind up
basis, Based on the calculations as at December 31, 2010, the Plan has a deficit of $12,384,000 on a wind
up basis, =

Also, in our opinion:

a) The data on which our opinion is based are sufficient and reliable for the purposes of the Actuarial
Opinion.

b) The assumptions used are appropriate for the purposes of the Actuarial Opinion.

¢) The methods employed are appropriate for the purposes of the Actuarial Opinion.

d) This Actuarial Opinion has been prepared, and our opinions given, in accordance with accepted
actuarial practice in Canada.

Morneau Shepell Ltd.

PW":R’W Avgust 1. 201

Phitip K. Fosu, F.C.LA. Date

TOTAL P.09
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' Human Resource Consulting and Administrative Solutions
) Calgary » Fredericton » Halifax » Kitchener » London » Moraréal « Ortawa » Pittsburgh » Québec = 51, John’s » Toronto « Vancouver
S] l EPELL www.morneausobeco.com
: 895 Don Mills Road, Suite 700
One Momezu Scheo Centre

Taronto ON M3C W3
tel: 416.445.2700 » fax: 416,445.7989

November 18, 2011 NORSAW.0002

Mr. Jai Persand

Coordinator, Insolvencies

Financial Services Commission of Ontario
Pension Plans Branch

4" Floor, 5160 Yonge Street

PO Box 85

North York, ON M2N 6L9

Dear Mr, Persaud:

Re: Retirement Plan for Union Employees of Northern Sawmills Inc. Registration No. 0978270
(the “Hourly Plan’®) and Retirement Plan for Employees of Northern Sawmills Inc.
Registration No. 1192400 (the “Salaried Plan")

We are writing to you in our capacity as the appointed administrator (the “Administrator”) of the Hourly
Plan and the Salaried Plan. The purpose of this letter is to provide our recommendation for the effective
date of the wind up and the class of members and period for the wind up.

In our letter to the Financial Services Commission of Ontario dated July 6™, we recommended that the
Hourly Plan and Salaried Plan be combined and wound up as one plan - the Retirement Plan for
Employees of Northern Sawmills Inc. (the “Plan”). This continues to be our recommendation. Having
one plan would be consistent with the facts, as set out below. Cost savings would also result since only a
single valuation report, Pension Benefits Guarantee Fund application and wind up process will be

required; and communications to non-unionized employees with service under both “plans” will be
simplified.

In addition, given facts concerning the unionized and non-unionized employees’ dates of employment and
termination and the recent court decision concerning the Wage Eamner Protection Program Act
(“WEPPA”) matter affecting the unionized employees working dates and recall rights, we are also
recommending a wind up period for employees of the Company under the Plan that would extend from
November 10, 2007, to November 16, 2010.

We recommend the Plan wind up date be November 16, 2010. The recommended date would have the
effect of revising an existing order of the Superintendent winding up the Hourly Plan on January 1, 2008.
The recommended date would be more consistent and cost effective as a single wind up date, with a
single wind up period, for both unionized and non-unionized members. It is more reflective of the facts,
and more consistent with the wind up period and class, to have the wind up date at the end of the
appropriate period ~ November 16, 2010.
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We request that the Superintendent of Financial Services (the “Superintendent™) issue a Notice of
Intended Decision to revise the wind up date for the Plan to incorporate our recommendations, pursuant to
Section 69 of the Pension Benefits Act, R.S.0. 1990, ¢ P.8 (the “PBA"). The facts and analysis on which
we would base this recommendation are set out below.

Recommended Wind Up Date, Class and Period

We recommend that the Plan be wound up in full effective November 16, 2010, and include the class of
Plan members whose employment or Plan membership terminated during the period November 10, 2007
to November 16, 2010. :

Events Prior to the Recommended Wind Up Period

1. Effective May 16, 1989, Northern Wood Preservers Inc. established a pension plan for all of its
employees. On March 16, 1993, the Plan was amended to change the company name from Northern
Wood Preservers to Northern Sawmills Inc. (the “Company™). The Plan included unionized and non-
unionized employees.

Summary of Events during the Recommended Wind Up Period

1. On November 10, 2007, 69 unionized employees were laid off indefinitely with recall rights. The
termination dates are summarized in Appendix D. A letter from the actuary to the Financial Services
Commission of Ontario (“FSCQ”) dated March 12, 2008, stated that the mill ceased operations in
November 2007. According to the terms of the collective bargaining agreement then in effect
(sections 5.02 and 5.05), recall rights expired 24 months following the last day worked.

2. Somewhat-regular monthly contributions ceased, for both the Hourly and the Salaried Plans, in
January 2008. Additional contributions were made after January 2008, from time to time.

3. February 12, 2008 - The Board of Directors of the Company signed a resolution establishing a
defined benefit plan for non-unionized employees to take effect June 1, 2007. On February 25", 2008,
a certificate of amendment was signed by the Company to exclude the 36 non-unionized employees .
from the Plan effective June 1, 2007.

4. March 3, 2008 - The actuary for the Company filed a request for registration of the Salaried Plan
effective June 1, 2007, with the Superintendent and the Canada Revenue Agency (“CRA”). The
actuary also filed an amendment renaming the Plan as the Hourly Plan, and excluding the non-
unionized employees from the Hourly Plan. It appears that this amendment was never accepted by the
Superintendent for filing.

5. March 12, 2008 - The actuary for the Company filed a proposal with the Superintendent for
temporary solvency funding relief. In January of 2009, the Superintendent asked a number of
questions regarding the proposal. On February 9, 2009, the actuary responded indicating that the
Company was actively seeking sources of financing and was hoping to restart operations in the mill in
the spring of 2010, but indicated that the economic downturn had likely deferred the start up.

6. March 2008 — The actuary for the Company filed a valuation report for the Hourly Plan with an
effective date of May 31, 2007, showing the anticipated impact of the transfer of members and assets
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10.

11.

from the Hourly Plan to the Salaried Plan effective June 1, 2007. We have found no record of an
application for asset transfer from the Hourly Plaa to the Salaried Plan, or for an approval of a
transfer by FSCO. The financial statements for the Salaried Plan and Hourly Plan do not show any
asset transfer. Therefore, the assets intended to be transferred to the Salaried Plan remained in the
Hourly Plan.

Several contributions were made by the Company to the Salaried Plan subsequent to its intended
registration date as follows: $78,331 in August 2008, $39,941 in May 2009 and $6,468 in February
2010. The Company also contributed $90,853 to the Hourly Plan in September 2008.

May 2009 - The actuary for the Company filed a valuation report for the Hourly Plan with an
effective date of May 31, 2008, showing the anticipated impact of the transfer of mmembers and assets
from the Hourly Plan to the Salaried Plan effective June 1, 2007. The Hourly Plan valuation report
shows contributions in arrears with interest of $714,615.

February 2010 - The actuary for the Company filed valuation reports with an effective date of May
31, 2009, for both the Hourly and Salaried Plans. The Salaried Plan valuation report shows assets
having been received from the Hourly Plan and contributions in arrears with interest of $77,010. The
Hourly Plan valuation shows assets having been transferred to the Salaried Plan and contributions in
arrears with interest of $3,171,989. However, as noted above, the financial statements for the
Salaried Plan and Hourly Plan confirm that no assets were actually transferred.

March 29, 2010 - The Superintendent issued a Notice of Proposal under sections 69(1)(a) and (b) of
the PBA that the Hourly Plan be wound up effective as at January 1, 2008.

March 29, 2010 - The Superintendent issued a Notice of Proposal under section 18(1)(a) of the PBA

~ to refuse to register the Salaried Plan.

12.

13.

14.
15.
16.

17.

April 28, 2010 — The Company filed a request for a hearing in front of the Financial Services Tribunal
(the “FST”), in respect of both Notices of Proposal (refer to the September 2, 2010 Orders of the
Superintendent).

May 11, 2010 — CRA wrote to the Company accepting the Salaried Plan for registration effective
January 1, 2008. The Plan could not be registered by CRA effective June 1, 2007, since the
application for registration was received by CRA subsequent to December 31, 2007. .

Unionized employees of the Company continued employment until the expiry of their recall rights on
July 6, 2010 (according to a Court Order dated July 25, 2011).

August 18, 2010 ~The Company withdrew its requests for FST hearings (refer to the September 2,
2010 Orders of the Superintendent).

August 20, 2010 ~The FST closed its files regarding the Company requests (refer to the September 2,
2010 Orders of the Superintendent).

September 2, 2010 —~ Pursuant to the Notice of Proposal dated March 29, 2010, the Superintendent
ordered that the Hourly Plan be wound up effective as at January 1, 2008.

Page 3 of 12
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19.
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September 2, 2010 ~ Pursuant to the Notice of Proposal dated March 29, 2010, the Superintendent
ordered that the Salaried Plan registration be revoked. However, it appears that the Salaried Plan was
never registered. /

November 16, 2010, is the latest termination date for non-unionized employees recorded in the data
received. This is the final date of termination of employment for all members of the Plans, based on
available data. We note that paragraph 13 of the Receiver’s appointment Order (Receiver is defined
immediately below) states that employees remain employees of the Company until terminated by the
Receiver on the Company’s behalf. ‘

Summary of Events after the Recommended Wind Up Date

1.

January 4, 2011 - PricewaterhouseCoopers Inc. was appointed the receiver of the Company (the
“Receiver”)

March 11, 2011 —~ Momeau Shepell Ltd. (“Momeau™) was appointed the administrator of the Hourly
Plan pursuant to section 71(1) of the PBA.

July 25, 2011 - Perell, J. of the Ontario Superior Court of Justice, by Court Order, ruled that the recall
rights of 232 unionized employees of the Company expired effective July 6, 2010, pursuant to a
Memorandum of Settlernent between the Company and the union, and the formal employment of
these employees continued until that date,

August 3, 2011 - Momean was appointed the administrator of the Salaried Plan pursuant to section
71(1) of the PBA.

Plan Provisions Affecting Wind Up

Plan provisions affecting the wind up are found in Appendix A.

Reasons for Plan Wind Up

In light of the facts above, the following are reasons for the Plan wind up under the PBA:

1.

The Company ceased making contributions to the pension fund within the meaning of clause
69(1)(a) of the PBA.

The Company failed to make contributions to the pension fund as required by the PBA or the
regulations within the meaning of clause 69(1)(b) of the PBA.

A significant number of members of the Plan ceased to be employed by the Company as a result of
the discontinuance of all or part of the business of the Company within the meaning of clause
69(1)(d) of the PBA.

A significant portion of the business carried on by the Company at a specific location was
discontinued within the meaning of clause 69(1)(e) of the PBA.

Applicable legislative provisions for a Superintendent ordered wind up under the PBA are
enumerated in Appendix B.

Page 4 of 12



Recommendation and Reasons for Recommended Wind Up Date, Class and Period

November 16, 2010, the date the employment of the last remaining employees was terminated according
to our data, is the recommended wind up date for the Plan. Any Plan member in the class of employees
whose employment or Plan membership was terminated during the period November 10, 2007 (the date
of lay off for 69 unionized members) to November 16, 2010 (the final date of termination) should be
included in the wind up. Please refer to Appendix E for the Administrator’s Checklist — Notice of
Proposal to Order Plan Wind Up. November 16, 2010, is recommended as the date for Plan wind up for
the following reasons:

1. November 16, 2010, is the last date in a sequence of events that commenced on November 10, 2007,
involving the application of PBA clauses 69(1)(a), (b), (d), and (e).

2. A significant event occurred on November 10, 2007. We have been advised by the prior actuary and
the Receiver that the mill ceased operations in November 2007, It was subsequently reopened. Some
Plan members were recalled during the summer of 2008, but were laid off again in September 2008.
Other Plan members continued to work until November 16, 2010.

3. The recommended period includes all Plan members affected by the wind up, beginning with the first
lay off as a result of the mill closure, to the date of termination of employment of the last remaining
Plan mernbers on November 16, 2010, and would protect pension benefit entitlements of Plan
members affected by the wind up.

4. The recommended date and period is more equitable to all Plan members, since it covers the Plan
members’ periods of employment and the Plan was an integral benefit of their employment,

5. The recommended date and period is equitable in reflecting the fact that Plan contributions did not
cease entirely during the employment of Plan members with the Company.

6. For unionized employees, the recommended date and period is most appropriate, reasonable and
required to give effect to the collective agreement and the Court Order dated July 25, 2011, by Perell,
. of the Ontario Superior Court, where it was confirmed that the formal employment of unionized
employees continued until July 6, 2010. '

7. For non-unionized employees, the recommended date and period is most appropriate, reasonable and
equitable given the facts and duration of their employment.

8. The inclusion of non-unionized employees under the Plan is proper and reasonable, since failure to
include thern might, contrary to their employment terms, unfairly exclude registered plan coverage
during the period from June 1, 2007, to December 31, 2007, based on technical failures of plan
registration that were beyond their control and contrary to their employment relationship.

Alternatives Considered

We considered and rejected a number of alternative dates and wind up periods for the Plan.

We considered using the date of the receivership, January 4, 2011. However, according to the termination

dates that we have been given from the Company and the prior actuary, the employment of the last
employee terminated on November 16, 2010. Therefore a wind up period ending November 16, 2010, is
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more reasonable because our records indicate all of the members of the Plan had ceased to be employed
by the Company by that date as a result of the discontinuance of the business of the Company.

We considered the possibility of proceeding with the January 1, 2008 wind up date ordered on September
2, 2010, but rejected this due to the following:

1. The Company made several contributions to the Salaried Plan after its formal registration by CRA on
January 1, 2008, as follows: $78,331 in August, 2008, $39,941 in May 2009 and $6,468 in February
2010. The Company also contributed $90,853 to the Hourly Plan in September, 2008.

2. Salaried employees continued to be employed by the Company until at least November 16, 2010.

3. For unionized employees, the January 1, 2008 date would be contrary to the July 25, 2011 Court
Order. The Court Order provided that unionized employees continued to be employed until at least
July 6, 2010. That was the date that recall rights ended for the members, pursuant to the
Memorandum of Settlement between the Company and the union.

4. Terminations of unionized employees occurred in most of the months between January 2008 and July
2010. More than half of the months in that period had multiple terminations of unionized people. The
employment of 206 members (unionized and non-unionized) terminated after January 1, 2008. Refer
to Appendix D.

5. According to section 18(3) of the PBA, refusal to register or revocation of registration of a pension
plan operates to terminate the pension plan as of a date specified by the Superintendent. No
termination date was specified in the Superintendent’s order revoking registration of the Salaried Plan
and the Superintendent retains authority to order a date.

6. The Notice of Proposal to wind up the Hourly Plan and the January 1, 2008 wind up date could not
reasonably apply to the non-unionized employees. The non-unionized employees may not have had
notice of, and had no legitimate opportunity to challenge, the wind up date proposed in the March 29,
2010 Notice of Proposal to Wind Up the Hourly Plan.

7. The January 1, 2008 date would not be reasonable, consistent with the facts or applicable law
(including a Court Order), or in the best interests of members. The January 1, 2008 wind up date
would disenfranchise Plan members in respect of significant periods of service subsequent to this
date. Employment and contributions under both the Hourly Plan and the Salaried Plan continued after
January 1, 2008. The Company continued to administer the Plan after that date. The last contribution
to the Hourly Plan was made as late of February 2010 and our data indicates that 206 members
terminated after January 1, 2008. In addition, among other things, the Company filed materials with
FSCO and CRA subsequent to January 1, 2008, in an attempt to establish the Salaried Plan, and
requested solvency relief after that date.

Summary and Conclusion

Considering the above facts, we recommend that unionized and non-unionized employees of the
Company be covered by one plan and that the wind up date of the Plan be November 16, 2010, by
order of the Superintendent pursuant to Section 69 of the PBA. We recommend that the wind up include
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the class of Plan members whose employment or Plan membership ended during the period from
November 10, 2007, to November 16, 2010.

A wind up date of November 186, 2010, and a wind up period applicable to the class of employees whose
employment or Plan membership terminated from November 10, 2007, to November 16, 2010, would
ensure that all members affected by the closure of this business would be granted rights under the PBA
that are applicable in full plan wind up circumstances, and an equitable distribution of Plan funds could
occur. We look forward to the Superintendent’s approval.

Yours truly,

MORNEAU SHEPELL LTD.

In its capacity as Administrator for the
Retirement Plan for Employees of Northern
Sawmills Inc. and not in its personal capacity

Per: B. Bethune A. Whiston
Partner

c. Mark Bailey, Counsel, Financial Service Commission of Ontario

Attachments:

Appendix A — Plan Provisions for Wind Up

Appendix B —~PBA Provisions

Appendix C — Plan History Summary

Appendix D - Membership Termination Details

Appendix E —~ Administrator’s Checklist — Notice of Proposal to Order Plan Wind Up
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Appendix A
Plan Provisions for Wind Up

The following provisions reproduced verbatim from Section 13 — Future of the Plan, from the Plan text:

“13.1 Continuation of the Plan

While it is the present intention of the Company to maintain the Plan in force indefinitely, the Company
necessarily reserves the right to amend or discontinue the Plan in whole or in part at any time in such a
manner and to such and extent as the Company may deemn advisable. In such event the liability of the

Company shall be limited to its obligations as prescribed the Applicable Legislation up to the date of such
amendment or discontinuance.

13. 3 Termination of the Plan

In the event that the Plan is terminated at any time or contributions thereunder discontinued, all Members
(excluding Formmer Members at the date of the Plan termination) shall be immediately fully vested. The
Earned Benefit shall be applied for the benefit of Members in accordance with Applicable Legislation, in
such a manner and order of priority as may be recommended by the Actuary, approved by the Company
and subject to Maximum Pension as described in Section 6 hereof and the prior approval of the applicable
provincial authorities. A member whose age plus Employment or Plan membership equals at least 55, at
the effective date of the Plan termination shall have the right to receive a pension as outlined in the
Ontario Pension Benefits Act, R.S5.0. 1990. A Member who is entitled to a pension benefit shall also e
entitled to the portability of benefits outlined in Section 8. The Company also reserves the right to
purchase through the policy fund, established pursuant to the terms of the Plan, annuity contracts from an
insurance company licensed to do business in Canada, in respect of Members, former Members, Retired
Members, their respective estates, Spouses and Beneficiaries in accordance with their respective shares.

Any surplus remaining after the satisfaction of all liabilities to members shall be refunded to the Company
subject to the prior written approval of the applicable provincial authorities.

In the event that the Plan is terminated in part only, the rights of the Members and their beneficiaries
affected shall not be less than what they would have been if the whole of the Plan had been terminated on
the same date as the partial termination.”
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Appendix B
PBA Provisions

The following PBA provisions affect the wind up of the Plan:

a. Wind Up Definition

Section 1 of the PBA defines the term “wind up” as follows:

“wind up” means the termination of a pension plan and the distribution of the assets of
the pension fund;

b. Superintendent’s Wind Up Order

Subsection 69(1) of the PBA provides as follows:

The Superintendent by order may require the wind up of a pension plan in whole
or in part if, '

a) there is a cessation or suspension of employer contributions to the
pension fund;

b) the employer fails to make contributions to the pension fund as required
by this Act or the regulations;

c) the employer is bankrupt within the meaning of the Bankruptcy and
Insolvency Act (Canada);

d) a significant number of members of the pension plan cease to be
employed by the employer as a result of the discontinuance of all or part
of the business of the employer or as a result of the reorganization of the
business of the employer;

e) all or a significant portion of the business carried on by the employer at
a specific location is discontinued;

) all or part of the employer’s business or all or part of the assets of the
employer’s business are sold, assigned or otherwise disposed of and the
person who acquires the business or assets does not provide a pension
plan for the members of the employer’s pension plan who become
employees of the person;

g) the liability of the Guarantee Fund is likely to be substantially increased
unless the pension plan is wound up in whole or in part;

h) inthe case of a multi-employer pension plan,

(i) there is a significant reduction in the number of members, or
(ii) there is a cessation of contributions wnder the pension plan or a
significant reduction in such contributions; or

i) any other prescribed event or prescribed circumstance occurs.

c. Date for Wind Up

Subsection 69(2) of the PBA provides as follows:

In an order under subsection (1), the Superintendent shall specify the effective date of the
wind up, the persons or class or classes of persons to whom the administrator shall give
notice of the order and the information that shall be given in the notice.
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Appendix C

Pension Plan for Employees of Northern Sawmills Inc.
Plan History Summary

Effective May 16, 1989, Northern Wood Preservers Inc. established a-pension plan for all of its
employees. On March 16, 1993 the pension plan was amended to change the company name from
Northern Wood Preservers to Northern Sawmills Inc. (the “Company”). The Plan included unionized and
non-unionized employees.

A number of amendments were made to the Plan to upgrade benefits and incorporate changes to the

Income Tax Act and effective January 1, 2001, the Plan was restated to incorporate all amendments to
date.

In February 2008, the Company filed an amendment to the Plan to cease participation of the non-

unionized employees and attempted to establish a separate plan for the non-unionized employees effective
June 1, 2007.

- On March 29, 2010, the Superintendent of Financial Services (the “Superintendent), issued a Notice of
Proposal to wind up the Hourly Plan effective January 1, 2008. On September 2, 2010, the Superintendent
ordered that the Hourly Plan be wound up effective January 1, 2008. On March 29, 2010, the
Superintendent issued a Notice of Proposal under section 18(1)(a) of the PBA to refuse to register the
Salaried Plan. On May 11, 2010, CRA wrote to the Company accepting the Salaried Plan for registration
effective January 1, 2008. The Salaried Plan could not be registered effective June 1, 2007, since the
application for registration was received by CRA subsequent to December 31, 2007. On September 2,
2010, pursuant to the Notice of Proposal dated March 29, 2010, the Superintendent ordered that the
Salaried Plan registration be revoked.

On March 11, 2011 Momeau Shepell Ltd. (“Momeau”) was appointed the administrator of the Hourly
Plan pursuant to section 71(1) of the PBA.

On August 3, 2011 Momeau was appointed the administrator of the Salaried Plan pursuant to section
T1(1) of the PBA.
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Appendix D
Pension Plan for Employees of Northern Sawmills Inc
Membership Termination Details since May 31, 2007

Date of Terminations l;:?m‘;;;;ins Comments
2007

June 7
July 17
August 24
September 6
October 2
November 70 69 on November 10, 2009
December 4
2008

January to June 7
July 29
Aungust 10
September 20
October 1
November 9
December 1
2009

January 3
February 2
March 2
April 5
May 2
June 1
July 2
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August 2
September 6
October 1
November 7
December 6
2010
January 2
February 2
March 1
April 1
May 1
June 0
64 All remaining unionized employees (July 6 is from
Tul the WEPPA decision applicable to unionized
y employees and has been applied where no other
data was available)
August - October 0
19 All remaining non-unionized employees (Nov, 16 is
November the last date where data was available for non-
unionized employees)
Total Terminations 336
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APPErDIX E

Financial Services Commission of Ontario
5160 Yonge Street, P.O. Box 85
Toronto, Ontario M2N 619

ADMINISTRATOR’S CHECKLIST
NOTICE OF PROPOSAL TO ORDER PLAN WIND UP

Please complete the following and submit it to the Insolvency Coordinator for the plan:

L PLAN / EMPLOYER INFORMATION
1. LEGAL NAME OF PLAN (As defined in plan text):
Retirement Plan for the Employees of Northern Sawmills Inc,
2. REGISTRATION NUMBER: (0978270
3, LEGAL NAME AND ADDRESS OF EMPLOYER:
Name: Northern Sawmills Inc.
Address: 1 Maureen Street
P.O. Box 29039
Thunder Bay, ON P7B 6P9
Contact; H. D, Mercer Title: Secretary Treasurer
Telephone: (807) 343-6530 Fax:  (807) 344-4158
4. ARE THERE ANY PARTICIPATING EMPLOYERS? No ( X) Yes( )
If YES,
5. DO PLAN MEMBERS BELONG TO A UNION? No ( ) Yes(X) If YES:

Name: Communications, Energy and
Paperworkers Union of Canada (“CEP™)
Local 38X

Address: 516 South High Street, Thunder
Bay, ON P6B 3M3

Contact: Jesse Kugler, Counsel to CEP, Title:

CaleyWray, 1600 65 Queen St. West, Toronto,

ON M5H 2M5

Telephone: (416)775-4677 Fax:  (416) 366-3293
6. 1S (ARE) THE EMPLOYER(S) IN RECEIVERSHIP? No () Yes (X).

If YES, attach Appointment(s) of Receiver(s). If more than one Receiver, please provide the following
information with respect to each one (if space provided is insufficient, please attach a separate sheet of paper):

Name: PricewaterhouseCoopers

Address: 18 York Street, Suite 2600,
Toronto ON M5J 0B2

96



97

Contact: Greg Prince Title:
Telephone: (416) 814-5752 ' Fax: (416) 814-3210
Date of Receiver appointment: January 4, 2011

Has the Receiver been discharged? No (x) Yes ()
7. IS (ARE) THE EMPLOYER(S) BANKRUPT? No (x ) Yes()
A. lf YES, attach Receiving Order or Assignment in Bankruptcy with réspect to each Employer, and provide the

Jollowing information with respect to each Trustee (if space provided is insufficient, please attach a separate
sheet of paper):

Name:

Address:

Contact: Title:
Telephone: ( « Fax:

Has the Trustee in Bankruptcy been discharged?: No () Yes( )N/A
If Yes, attaché Order of Wind Up and provide:

Full Name and address of Provisional Liquidator: ~ N/A

Name:

Address:

Contact: Title:
Telephone: Fax:

Date of Employer wind up:

IL PLANS WIND UP DATE
3. GROUND(S) FOR ORDERING WIND UP: Please check appropriate ground(s).

(X) Cessation or suspension of employer contributions to the pension fund;

(X) Failure of employer to make contributions to the pension fund as required by the Act or
the regulations;

()  The employer is bankrupt within the meaning of the Bankruptcy Act;

(X) A significant number of members have ceased to be employed by the employer as the
result of the discontinuance or reorganization of all or part of business of the employer;,

(X) All or a significant part of the business has been discontinued at a specific location;

() Allor part of the business has been sold and the successor employer does not provide a
pension plan for the employees acquired.

YYYY MM/ DD
9. DATE OF TERMINATION OF LAST MEMBER OF THE PLAN: 2010/ 11/ 16



10.

11.

13.

14,

15.

16.
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DATE OF TERMINATION OF THE FIRST MEMBER OF THE
PLAN DUE TO A REASON STATED IN 8. ABOVE: 2007/ 11 / 10

DATE OF BANKRUPTCY: / o

STATUS OF CONTRIBUTIONS:

Employee contributions were deducted for the period ending; N/A
Employee contributions were remitted for the period ending: N/A
Employer contributions were remitted for the period ending: 2010/ 02/ 28
PROPOSED DATE OF WIND UP: 2010/ 1v/ 16

PRIOR TO THE PROPOSED WIND UP DATE, DID ANY OF THE EVENTS LISTED IN

QUESTION 8 OCCUR WITH RESPECT TO PART OF THE PENSION PLAN?
No(X) Yes()

If YES, please specify the event(s):

If YES, HAS THERE BEEN A PARTIAL WIND UP OF THE PLAN? NO () YES()
PERSONS TO BE INCLUDED IN PROPOSED WIND UP:

(X) Members, former members and others with an entitlement under the plan at the proposec
wind up date

(X)) Members, former members and others with an entitlement under the plan during
the period 2007/ 11/ 10 to 2010/ 11/ 16

{ ) Other (please describe)

HAVE ANY SUBMISSIONS OR LEGAL OPINIONS BEEN PROVIDED TO THE
PLAN ADMINISTRATOR WITH RESPECT TO THE WIND UP DATE OR THE
PERSONS TO BE INCLUDED IN THE WIND UP? No (X) Yes( )

{f YES, please attach copies of all the documents.

ADDITIONAL COMMENTS:
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IIL DECLARATION OF PENSION PLAN ADMINISTRATOR

I certify that:

a) [ am the duly appointed Administrator of this pension plan

b) The information shown on this checklist is, to the best of my knowledge and

belief, complete, true and correct

Hovmeoau Sbhopell L"a.l;‘\ s C'o.ﬁsa.c:n.h,g
B kgwh:.icn Lo s Katveswnons Ploan

For Gnaroveen ob ortuarm Sacvnatie Tie |, Ged ack itk pesdome cogpacsta

Signature | Date
e 5,0, ™
Vov : 2011/ 11/ 8
Name (Please Print) | Title/Firm

Bethune Whiston Partner, Momeau Shepell




Court File No. CV10-9042-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

NOURABLE _M& ) TUES DAY, THE 4% DAY

)
JUSTICE MoAAWETZ ) OF _DAnwALY 2011

G.E. CANADA EQUIPMENT
FINANCING G.P.

Applicant
-and -
NORTHERN SAWMILLS INC,
Respondent

APPLICATION UNDER SECTION 243(1) OF THE BANKRUPTCY AND
INSOLVENCY ACT, RS.C. 1985, c¢.C-36, as amended, AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.5.0. 1990, ¢.C.43, as amended.

ORDER

THIS MOTION made by the Applicant for an Order pursuant to section 243(1) of
the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended (the "BIA") and section
101 of the Courts of Justice Act, RS.0. 1990, c. C.43, as amended (the "CJA") appointing
PricewaterhouseCoopers Inc. (“PwC”) as receiver (in such capacities, the "Receiver")
without security, of all of the assets, undertakings and properties of Northern Sawmills
Inc. (the "Debtor") acquired for, or used in relation to a business carried on by the

Debtor, was heard this day at 330 University Avenue, Toronto, Ontario.
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ON READING the affidavit of Christopher Rankin sworn December 23, 2010 and
the Exhibits thereto and on hearing the submissions of counsel for the Applicant and

counsel for the Debtor and on reading the consent of PwC to act as the Receiver,
SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion is hereby abridged and validated so that this motion is properly returnable
today and hereby dispenses with further service thereof.

APPOINTMENT

2. THIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101
of the CJA, PwC is hereby appointed Receiver, without security, of all of the assets,
undertakings and properties of the Debtor acquired for, or used in relation to a business
carried on by the Debtor, including all proceeds thereof (the "Property").

RECEIVER’S POWERS

3. THIS COURT ORDERS that the Receiver is hereby empowered and authorized,
but not obligated, to act at once in respect of the Property and, without in any way
limiting the generality of the foregoing, the Receiver is hereby expressly empowered
and authorized to do any of the following where the Receiver considers it necessary or

desirable:

(a) to take possession of and exercise control over the Property and
any and all proceeds, receipts and disbursements arising out of or

from the Property;

(b)  to receive, preserve, and protect of the Property, or any part or
parts thereof, including, but not limited to, the changing of locks
and security codes, the relocating of Property to safeguard it, the
engaging of independent security personnel, the taking of physical
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inventories and the placement of such insurance coverage as may

be necessary or desirable;

to manage, operate, and carry on the business of the Debtor,
including the powers to enter into any agreements, incur any
obligations in the ordinary course of business, cease to carry on all
or any part of the business, or cease to perform any contracts of the
Debtor;

to engage consultanfs, appraisers, agents, experts, auditors,
accountants, managers, counsel and such other persons from time
to time and on whatever basis, including on a temporary basis, to
assist with the exercise of the Receiver's powers and duties,

including without limitation those conferred by this Order;

to purchase or lease such machinery, equipment, inventories,
supplies, premises or other assets to continue the business of the

Debtor or any part or parts thereof;

to receive and collect all monies and accounts now owed or
hereafter owing to the Debtor and to exercise all remedies of the
Debtor in collecting such monies, including, without limitation, to

enforce any security held by the Debtor;

to settle, extend or compromise any indebtedness owing to the
Debtor;

to execute, assign, issue and endorse documents of whatever nature
in respect of any of the Property, whether in the Receiver's name or
in the name and on behalf of the Debtor, for any purpose pursuant
to this Order;
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to undertake environmental or workers' health and safety

assessments of the Property and operations of the Debtor;

to initiate, prosecute and continue the prosecution of any and all
proceedings and to defend all proceedings now pending or
hereafter instituted with respect to the Debtor, the Property or the
Receiver, and to settle or compromise any such proceedings. The
authority hereby conveyed shall extend to such appeals or
applications for judicial review in respect of any order or judgment

pronounced in any such proceeding;

to market any or all of the Property, including advertising and
soliciting offers in respect of the Property or any part or parts
thereof and negotiating such terms and conditions of sale as the

Receiver in its discretion may deem appropriate;

to sell, convey, transfer, lease or assign the Property or any part or
parts thereof out of the ordinary course of business,

(i) without the approval of this Court in respect of any
transaction not exceeding $200,000, provided that the
aggregate consideration for all such transactions does not
exceed $1,000,000; and

(i)  with the approval of this Court in respect of any transaction
in which the purchase price or the aggregate purchase price
exceeds the applicable amount set out in the preceding

clause;

and in each such case notice under subsection 63(4) of the Ontario

Personal Property Security Act, or section 31 of the Ontario Mortgages
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Act, as the case may be, shall not be required, and in each case the

Ontario Bulk Sales Act shall not apply.

to apply for any vesting order or other orders necessary to convey
the Property or any part or parts thereof to a purchaser or
purchasers thereof, free and clear of any liens or encumbrances

affecting such Property;

to report to, meet with and discuss with such affected Persons (as
defined below) as the Receiver deems appropriate on all matters

relating to the Property and the receivership, and to share

information, subject to such terms as to confidentiality as the

Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of
the Property against title to any of the Property;

to apply for any permits, licences, approvals or permissions as may

be required by any governmental authority and any renewals
thereof for and on behalf of and, if thought desirable by the

Receiver, in the name of the Debtor;

to enter into agreements with any trustee in bankruptcy appointed
in respect of the Debtor, including, without limiting the generality
of the foregoing, the ability to enter into occupation agreements for

any property owned or leased by the Debtor;
to assign the Debtor into bankruptcy,

to exercise any shareholder, partnership, joint venture or other
rights which the Debtor may have; and
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()  to take any steps reascnably incidental to the exercise of these

powers or the performance of any statutory obligations.

and in each case where the Receiver takes any such actions or steps, it shall be
exclusively authorized and empowered to do so, to the exclusion of all other Persons (as

defined below), including the Debtor, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

4. THIS COURT ORDERS that (i) the Debtor, (ii) all of their current and former
directors, officers, employees, agents, accountants, legal counsel and shareholders, and
all other persons acting on its instructions or behalf, and (jii) all other individuals, firms,
corporations, governmental bodies or agencies, or other entities having notice of this
Order (all of the foregoing, collectively, being "Persons" and each being a "Person")
shall forthwith advise the Receiver of the existence of any Property in such Person's
possession or control, shall grant immediate and continued access to the Property to the
Receivér, and shall deliver all such Property to the Receiver upon the Receiver's request.

5. THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and
accounting records, and any other papers, records and information of any kind related
to the business or affairs of the Debtor, and any computer programs, computer tapes,
computer disks, or other data storage media containing any such information (the
foregoing, collectively, the "Records”) in that Person's possession or control, and shail
provide to the Receiver or permit the Receiver to make, retain and take away copies
thereof and grant to the Receiver unfettered access to and use of accounting, computer,
software and physical facilities relating thereto, provided however that nothing in this
paragraph 5 or in paragraph 6 of this Order shall require the delivery of Records, or the
granting of access to Records, which may not be disclosed or provided to the Receiver
due to the privilege attaching to solicitor-client communication or due to statutory
provisions prohibiting such disclosure.
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6. THIS COURT ORDERS that if any Records are stored or otherwise contained on
a computer or other electronic system of information storage, whether by independent
service provider or otherwise, all Persons in possession or control of such Records shall
forthwith give unfettered access to the Receiver for the purpose of allowing the
Receiver to recover and fully copy all of the information contained therein whether by
way of printing the information onto paper or making copies of computer disks or such
other manner of retrieving and copying the information as the Receiver in its discretion
deems expedient, and shall not alter, erase or destroy any Records without the prior
written consent of the Receiver. Further, for the purposes of this paragraph, all Persons
shall provide the Receiver with all such assistance in gaining immediate access to the
information in the Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other system
and pf‘oviding the Receiver with any and all access codes, account names and account

numbers that may be required to gain access to the information.
NO PROCEEDINGS AGAINST THE RECEIVER

7. THIS COURT ORDERS that no proceeding or enforcement process in any court
or tribunal (each, a "Proceeding"), shall be commenced or continued against the

Receiver except with the written consent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY

8. THIS COURT ORDERS that no Proceeding against or in respect of the Debtor or
the Property shall be commenced or continued except with the written consent of the
Receiver or with leave of this Court and any and all Proceedings currently under way
against or in respect of the Debtor or the Property are hereby stayed and suspended
pending further Order of this Court.
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NO EXERCISE OF RIGHTS OR REMEDIES

9. THIS COURT ORDERS that all rights and remedies against the Debtor, the
Receiver, or affecting the Property, are hereby stayed and suspended except with the
written consent of the Receiver or leave of this Court, provided however that this stay
and suspension does not apply in respect of any "eligible financial contract" as defined
in the BIA, and further provided that nothing in this paragraph shall (i) empower the
Receiver or the Debtor to carry on any business which the Debtor is not lawfully
entitled to carry on, (ii) exempt the Receiver or the Debtor from compliance with
statutory or regulatory provisions relating to health, safety or the environment, (iii)
prevent the filing of any registration to preserve or perfect a security interest, or (iv)

prevent the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

10. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter,
interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, licence or permit in favour of or held by the Debtor, without

written consent of the Receiver or leave of this Court.

CONTINUATION OF SERVICES

11.  THIS COURT ORDERS that all Persons having oral or written agreements with
the Debtor or statutory or regulatory mandates for the supply of goods and/ or services,
including without limitation, all wood supply arrangements and commitments,
sustainable forestry licenses, forest management services, all computer software,
communication and other data services, centralized banking services, payroll services,
insurance, transportation services, utility or other services to the Debtor are hereby
restrained until further Order of this Court from discontinuing, altering, interfering
with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to the continued use of the Debtor’s

current telephone numbers, facsimile numbers, internet addresses and domain names,
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provided in each case that the normal prices or charges for all such goods or services
received after the date of this Order are paid by the Receiver in accordance with normal
payment practices of the Debtor or such other practices as may be agreed upon by the

supplier or service provider and the Receiver, or as may be ordered by this Court.

RECEIVER TO HOLD FUNDS

12. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other
forms of payments received or collected by the Receiver from and after the making of
this Order from any source whatsoever, including without limitation the sale of all or
any of the Property and the collection of any accounts receivable in whole or in part,
whether in existence on the date of this Order or hereafter coming into existence, shall
be deposited into one or more new accounts to be opened by the Receiver (the "Post
Receivership Accounts”) and the monies standing to the credit of such Post
Receivership Accounts from time to time, net of any disbursements provided for herein,
shall be held by the Receiver to be paid in accordance with the terms of this Order or
any further Order of this Court.

EMPLOYEES

13. THIS COURT ORDERS that all employees of the Debtor shall remain the
employees of the Debtor until such time as the Receiver, on the Debtor’s behalf, may
terminate the employment of such employees. The Receiver shall not be liable for any
employee-related liabilities, including any successor employer liabilities as provided for
in section 14.06(1.2) of the BIA, or as employer under the Pension Benefits Act, other than
such amounts as the Receiver may specifically agree in writing to pay, or in respect of
its obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner
Protection Program Act.

PIPEDA

14. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver shall disclose personal
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information of identifiable individuals to prospective purchasers or bidders for the
Property and to their advisors, but only to the extent desirable or required to negotiate
and attempt to complete one or more sales of the Property (each, a "Sale"). Each
prospective purchaser or bidder to whom such personal information is disclosed shall
maintain and protect the privacy of such information and limit the use of such
information to its evaluation of the Sale, and if it does not complete a Sale, shall return
all such information to the Receiver, or in the alternative destroy all such information.
The purchaser of any Property shall be entitled to continue to use the personal
information provided to it, and related to the Property purchased, in a manner which is
in all material respects identical to the prior use of such information by the Debtor, and
shall return all other personal information to the Receiver, or ensure that all other
personal information is destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

15.  THIS COURT ORDERS that nothing herein contained shall require the Receiver
to occupy or to take control, care, charge, possession or management (separately and/ or
collectively, "Possession") of any of the Property that might be environmentally
contaminated, might be a pollutant or a contaminant, or might cause or contribute to a
spill, discharge, release or deposit of a substance contrary to any federal, provincial or
other law respecting the protection, conservation, enhancement, remediation or
rehabilitation of the environment or relating to the disposal of waste or other
contamination including, without limitation, the Canadian Environmental Protection Act,
the Ontario Environmental Protection Act, the Ontario Water Resources Act, or the Ontario
Occupational Health and Safety Act and regulations thereunder (the "Environmental
Legislation"), provided however that nothing herein shall exempt the Receiver from
any duty to report or make disclosure imposed by applicable Environmental
Legislation. The Receiver shall not, as a result of this Order or anything done in
pursuance of the Receiver's duties and powers under this Order, be deemed to be in

Possession of any of the Property within the meaning of any Environmental Legislation,
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unless it is actually in possession. Nothing in this Order shall derogate from the
protection afforded to the Receiver by section 14.06 of the BIA or other applicable
legislation.

LIMITATION ON THE RECEIVER'S LIABILITY

16.  THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a
result of its appointment or the carrying out the provisions of this Order, save and
except for any gross negligence or wilful misconduct on its part, or in respect of its
obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner
Protection Program Act. Nothing in this Order shall derogate from the protections
afforded the Receiver by section 14.06 of the BIA or by any other applicable legislation.

RECEIVER'S ACCOUNTS
17. THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be

paid their reasonable fees and disbursements, in each case at their standard rates and
charges, and that the Receiver and counsel to the Receiver shall be entitled to and are
hereby granted a charge (the "Receiver's Charge") on the Property, as security for such
fees and disbursements, both before and after the making of this Order in respect of
these proceedings, and that the Receiver's Charge shall form a first charge on the
Property in priority to all security interests, trusts, liens, charges and encumbrances,
statutory or otherwise, in favour of any Person, but subject to sections 14.06(7), 81.4(4),
and 81.6(2) of the BIA.

18.  THIS COURT ORDERS that the Receiver and its legal counsel shall pass its
accounts from time to time, and for this purpose the accounts of the Receiver and its
legal counsel are hereby referred to a judge of the Commercial List of the Ontario

Superior Court of Justice.

19.  THIS COURT ORDERS that prior to the passing of its accounts, the Receiver
shall be at liberty from time to tirne to apply reasonable amounts, out of the monies in
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its hands, against its fees and disbursements, including legal fees and disbursements,
incurred at the normal rates and charges of the Receiver or its counsel, and such
amounts shall constitute advances against its remuneration and disbursements when

and as approved by this Court.
FUNDING OF THE RECEIVERSHIP

20. THIS COURT ORDERS that the Receiver be at liberty and it is hereby
empowered to borrow by way of a revolving credit or otherwise, such monies from
time to time as it may consider necessary or desirable, provided that the outstanding
principal amount does not exceed $300,000 (or such greater amount as this Court may
by further Order authorize) at any ﬁme, at such rate or rates of interest as it deems
advisable for such period or periods of time as it may arrange, for the purpose of
funding the exercise of the powers and duties conferred upon the Receiver by this
Order, including interim expenditures. The whole of the Property shall be and is
hereby charged by way of a fixed and specific charge (the "Receiver's Borrowings
Charge") as security for the payment of the monies borrowed, together with interest
and charges thereon, in priority to all security interests, trusts, liens, charges and
encumbrances, statutory or otherwise, in favour of any Person, but subordinate in
priority to the Receiver’s Charge and the charges as set out in sections 14.06(7), 81.4(4),
and 81.6(2) of the BIA.

21.  THIS COURT ORDERS that neither the Receiver's Borrowings Charge nor any
other security granted by the Receiver in connection with its borrowings under this
Order shall be enforced without leave of this Court.

22.  THIS COURT ORDERS that the Receiver is at liberty and authorized to issue
certificates substantially in the form annexed as Schedule "A" hereto (the "Receiver’s
Certificates") for any amount borrowed by it pursuant to this Order.
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23.  THIS COURT ORDERS that the monies from time to time borrowed by the
Receiver pursuant to this Order or any further order of this Court and any and all
Receiver’s Certificates evidencing the same or any part thereof shall rank on a pari passu

basis, urnless otherwise agreed to by the holders of any prior issued Receiver's
Certificates.

GENERAL

24,  THIS COURT ORDERS that the Receiver may from time to time apply to this
Court for advice and directions in the discharge of its powers and duties hereunder.

25, THIS COURT ORDERS that nothing in this Order shall prevent the Receiver
from acting as a trustee in bankruptcy of the Debtor.

26. THIS COURT HEREBY REQUESTS the aid and recognition of any court,
tribunal, regulatory or administrative body having jurisdiction in Canada or in the
United States to give effect to this Order and to assist the Receiver and its agents in
carrying out the terms of this Order. All courts, tribunals, regulatory and
administrative bodies are hereby respectfully requested to make such orders and to
provide such assistance to the Receiver, as an officer of this Court, as may be necessary
or desirable to give effect to this Order or to assist the Receiver and its agents in
carrying out the terms of this Order.

27.  THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized
and empowered to apply to any court, tribunal, regulatory or administrative body,
wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order, and that the Receiver is authorized and empowered to act as a
representative in respect of the within proceedings for the purpose of having these
proceedings recognized in a jurisdiction outside Canada.

28.  THIS COURT ORDERS that the Applicant shall have its costs of this motion, up
to and including entry and service of this Order, provided for by the terms of the
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Applicant’s security or, if not so provided by the Applicant’s security, then on a
substantial indemnity basis to be paid by the Receiver from the Debtor's estate with
such priority and at such time as this Court may determine.

29.  THIS COURT ORDERS that any interested party may apply to this Court to vary
or amend this Order on not less than seven (7) days' notice to the Receiver and to any
other party likely to be affected by the order sought or upon such other notice, if any, as

this Court may order.
AT s 7

ENTERED AT/ INSCRIT
ON / BOOK NO: A TORONTO

LE / DANS LE REGISTRE No.:

JAN & - 101

PER/ PAR: ?\/8
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SCHEDULE "A"
RECEIVER CERTIFICATE
CERTIFICATE NO.

AMOUNT §

1. THIS IS TO CERTIFY that PricewaterhouseCoopers Inc. (“PwC”), the receiver
(the "Receiver") of the assets, undertakings and properties of Northern Sawmills Inc.
(the “Debtor”) acquired for, or used in relation to a business carried on by the Debtor,

including all proceeds thereof (collectively, the “Property”) appointed by Order of the
Ontario Superior Court of Justice (Commercial List) (the "Court") dated the 4t day of

January, 2011 (the "Order") made in an action having Court file number __-CL-
has received as such Receiver from the holder of this certificate (the "Lender") the

principal sum of $ being part of the total principal sum of $

which the Receiver is authorized to borrow under and pursuant to the Order.

2. The principal sum evidenced by this certificate is payable on demand by the
Lender with interest thereon calculated and compounded monthly after the date hereof

per cent above the prime

at a notional rate per annum equal to the rate of

commercial lending rate of from time to time.

3. Such principal sum with interest thereon is, by the terms of the Order, together
with the principal sums and interest thereon of all other certificates issued by the
Receiver pursuant to the Order or to any further order of the Court, a charge upon the
whole of the Property, in priority to the security interests of any other person, but
subject to the priority of the charges set out in the Order and in the Bankruptcy and
Insolvency Act, and the right of the Receiver to indemnify itself out of such Property in

respect of its remuneration and expenses.

4. All sums payable in respect of principal and interest under this certificate are

payable at the main office of the Lender at Toronto, Ontario.
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5. Until all liability in respect of this certificate has been terminated, no certificates
creating charges ranking or purporting to rank in priority to this certificate shall be
issued by the Receiver to any person other than the holder of this certificate without the
prior written consent of the holder of this certificate.

6. The charge securing this certificate shall operate so as to permit the Receiver to
deal with the Property as authorized by the Order and as authorized by any further or
other order of the Court.

7. The Receiver does not undertake, and it is not under any personal liability, to
pay any sum in respect of which it may issue certificates under the terms of the Order.

DATED December ®, 2010.

PricewaterhouseCoopers Inc., solely in its
capacity as Receiver of the Property, and not
in its personal capacity

Per:

Name:
Title:
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STIKEMAN ELLIOTT

Stikeman Elliott LLP Barristers & Solicitors

5300 Commerce Court West, 199 Bay Street, Toronto, Canada MEL 1B2
Tel: {416) 869-5500 Fax: (416) 947-.0866 www.stikernan.com

Direct:  (416) 869-5245
Fax: (416) 947-0866
E-mail: aboctor@stikeman.com

BY EMAIL & COURIER September 6, 2012

Mr. Larry Falconer

Insolvency Coordinator

Financial Services Commission of Ontario
Pension Plans Branch

4t Floor, 5160 Yonge Street

Toronto, Ontario, M2N 619

Dear Mr. Falconer:

Re:  Retirement Plan for Union Employees of Northern Sawmills Inc. (Registration
Number 0978270 (the “Hourly Plan”) and
Retirement Plan for Employees of Northern Sawmills Inc. Registration Number
1192400) (the “Salaried Plan”)

We are in receipt of your letter dated November 29t, 2011. In it you invite written
submissions on behalf of the Superintendent from our client, GE Canada Equipment
Financing G.P. (“GE”), the principle secured creditor of Northern Sawmills Inc.
(“Northern”), and others on a November 18, 2011 letter from Bethune Whiston of Morneau
Shepell Ltd. to Jai Persuad (the “Mormeaun Letter’). The Morneau Letter recommends, inter
alia, that the Superintendent (i) amend the final order he issued on September 2, 2010 (the
“Superintendent’s Order”) to move the wind-up date of the Hourly Flan from January 1,
2008 to November 16, 2010 and (ii) “merge” the Salaried Plan and Hourly Flan.

We thank you for the opportunity to make these submissions; however, we are of the
view that the process initiated by the Superintendent in response to the Morneau Letter is a
“Proceeding” within the meaning of paragraph 7 of the Crder appointing the Receiver in
respect of Northem dated January 4, 2011 (the “Receivership Order”) and that such
Proceeding is stayed pursuant to paragraph 8 of the Receivership Order.

As we view this Proceeding as being stayed, we do not think it necessary at this time
to make submissions on the particulars of the Morneau Letter; however, without prejudice
to our above noted view and any other position we may take in the future, at a high level we
note the following:

1. With respect to the Hourly Plan, we are somewhat troubled that the Superintendent

would entertain the recommendations contained in the Morneau Letter that request
the Superintendent to, in essence, rescind or amend a final order issued by him over
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a year earlier. This was an order that was made after a Notice of Proposal (“NOP”)
was issued and the appeal procedure set out in the Pension Benefits Act (the “PBA")
was followed! The certainty that accompanies an order issued by the
Superintendent particularly after the appeal mechanism under the PBA was utilized
should be respected. ~We see no provision of the PBA authorizing the
Superintendent to revisit final orders, nor does any other provision of the PBA
permit the Superintendent to change the wind-up date of a pension plan in these
circumstances.? Absent the express statutory authority to amend a final order, the
longstanding common law principle that final orders may not be altered in all but
the most blatant cases of mistake or fraud, and the doctrine of functus officie should
apply to prevent the Superintendent from revisiting an order. As the Morneau
Letter does not allege any sort of mistake or fraud, nor is there any evidence of any
mistake or fraud, in our view the Superintendent is without the authority to rescind
or amend the Superintendent's Order.

2. In the alternative, even if the Superintendent does have the authority to change an
order issued by him, in our view the Superintendent should not do so in this case for
the following reasons:

a. We view the rescinding or amending of an order issued by the
Superintendent as an extraordinary request that should only be entertained
in the most extraordinary of circumstances where, by virtue of facts or
circumstances that were unknown to the Superintendent at the time of the
original order being issued, the Superintendent’s order is rendered
unreasonable. In the present circumstances, no new information has come to
light since September 2, 2010 that would render the Superintendent's Order
unreasonable. The facts as we understand them are as follows:

i. The Superintendent’s Order was made pursuant to ss.69(1)(a) and (b)
of the PBA (cessation or suspension of employer contributions, and
employer failure to make contributions as required by the PBA and
regulations, respectively).

ii. As of January 1, 2008, Northern had, in fact, suspended its
contributions to the Hourly Plan and had, in fact, not been
contributing to the Hourly Plan as required by the PBA and
regulations.

1 On April 28, 2010 Northern Sawmills filed a request for a hearing before the FST. This request was then
withdrawn on August 18, 2010.

2 Subsection 68(6) permits the Superintendent to change the wind-up date of a pension plan only in such
circumstances where the employer has set a wind-up date and the Superintendent is of the view that there are
reasonable grounds for it to be changed. It does not authorize the Superintendent to rescind or amend an order
issued pursuant to subsection 69(1) or to change the date contained in such order as provided for in subsection
69(2).
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iii. At no point after January 1, 2008, or indeed after September 2, 2010,
did Northern correct its contribution deficiency or become current
with its contributions to the Hourly Plan.

iv. The Momeau Letter does not present any information that would
contradict the findings of fact made by the Superintendent in the
Superintendent’s Order.

b. Momeau’s objection to the January 1, 2008 wind-up date appears to be
grounded in the fact that some employees continued to work during the
period from January 1, 2008 to November 16, 2010. This is not a new fact.
Ample evidence that employees continued to work post-January 1, 2008 was
before the Superintendent when the original order was made? Further, as
the reasons contained in the Superintendent's Order were not based in any
part on employees having ceased to be employed by Northern, we do not
consider the fact that employees continued to work post-January 1, 2008
relevant for this purpose.

c. We note the precedent that would be set with respect to the Superintendent’s
authority should the Superintendent accept the recommendations contained
in the Momeau Letter. Specifically, point 7 on page 6 of the Morneau Letter
implies that the Superintendent’s decision to wind-up the Hourly Plan
effective January 1, 2008 was unreasonable because employees continued to
work post-January 1, 2008 notwithstanding that Northemn had, in fact,
suspended contributions to the Hourly Plan on several occasions and had not
been making contributions as required by the PBA. If this proposition is
accepted, the ability of the Superintendent to make orders with retroactive
wind-up dates pursuant to ss. 69(1)(a) or (b), or indeed ss. 69(1){g), would be
called into question where members of a pension plan continue to work;
subsections 69(1){a), (b) and (g) would essentially be meaningless.

3. One of the consequences of granting Mormneau's request to move the wind-up date of
the Hourly Plan from January 1, 2008 to November 16, 2010 would be to increase the
amount of normal cost arrears owing to the Hourly Plan, thus increasing the
quantum of the claim we understand Momeau intends make pursuant to s.81.6 of
the Bankruptcy and Insolvency Act (the "BIA”). Without commenting on the validity
of any such claim, we recognize that it may be tempting for Momeau to seek
additional funding for the Hourly Plan; however, additional funding gained as a
result of the Superintendent amending or rescinding a final order would have
serious consequences in terms of the integrity and reliability of every order made by
the Superintendent. Employers, administrators, plan members, and creditors should
be entitled to rely on an order made by the Superintendent without concern that it
will be amended or rescinded months or years after the fact. GE, an arm’s length
third party lender to Northern, advanced funds to Northern following the

3 The May 1, 2009 actvarial valuations indicated that some employees continued to accrue service under the
Hourly Plan after January 1, 2008.
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Receivership Order based on a set of facts, one of which was that the Hourly Plan

- had been wound-up effective as of January 1, 2008 by order of the Superintendent.

5909381 v4

GE should be entitled to rely on the Superintendent’s Order. We are unaware of any
other instance where the Superintendent has revisited a final order and trust that the
Superintendent is mindful of the precedent that would be set in doing so here.

With respect to the Salaried Plan, it is not entirely clear to us what the Morneau
Letter is proposing. The recommendation that “the Hourly Plan and Salaried Plan
be wound-up as one plan” ignores the reality that that are, in fact, two separate
pension plans that were, if not at least temporarily, registered with FSCO and CRA.
Moreover, assets relating to each plan are separately held. In order to achieve the
result implicit in the recommendation in the Morneau Letter in addition to having
rescinded the Salaried Plan’s registration effective June 1, 2007, the Superintendent
would have to (i) refuse to register or revoke the registration of the amendment to
the Hourly Plan that caused the members of the Salaried Plan to cease to participate
in the Hourly Plan, (ii) credit service accrued under the Salaried Plan to the Hourly
Plan, and (iii) transfer the funds held in connection with the Salaried Plan to the
Hourly Plan. We have several difficulties with respect to this recommendation:

a. It is not clear to us on what grounds the Superintendent would refuse or
revoke the registration of the amendment to the Hourly Plan causing the
Salaried Plan members to cease to participate in the Hourly Plan. Salaried
Plan members did, in fact, cease to participate in the Hourly Plan and, in fact,
commenced participation in the Salaried Plan.

b. It is also not clear to us what the tax status of the funds held in connection
with the Salaried Plan would be, nor is it clear to us how a transfer of those
funds would be effected in accordance with the Income Tax Act. There is an
argument that such funds are ultimately funds of Northern and are thus
available to Northern's creditors. In any event, it is not obvious to us that tax
and other rules have been considered as they are not mentioned in the
Morneau Letter.

c. We note that currently, PBGF coverage is not available in respect of benefits
accrued under the Salaried Plan as it is not registered under the PBA (see
section 83(2)(a)). It is not clear to us that it would be possible to circumvent
section 83(2)(a) of the PBA merely by transferring the liabilities under the
Salaried Plan to the Hourly Plan.

In any event, should the Superintendent (and presumably CRA) ultimately agree to
treat the Hourly Plan and Salaried Plan as one pension plan, we note that all
amounts contributed to the Salaried Plan fund were coniributed in respect of normal
cost and should be characterized as such for the purposes of any claim made
pursuant to s. 81.6 of the BIA.

Finally, we have not been privy to any analysis as to what the effects of
implementing the recommendations contained in the Morneau Letter might be on all
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members of both the Hourly Plan and Salaried Plan. Given Morneau’s dual role and
as the administrator of each of the Hourly Plan and Salaried Plan, we would expect
that an analysis has been undertaken of whether (a) the members of the Hourly Plan
are better off with the Salaried Plan members being reintroduced into the Hourly
Plan, (b) the Salaried Plan members are better off being reassigned to the Hourly
Plan, and {c) some members of the Hourly Plan are “winners” and “losers” as a
result of moving the wind-up date out nearly 3 years and crediting additional
service to those individuals who worked during the period from January 1, 2008 to
November 16, 2010 (thus adding liabilities to the Hourly Plan and changing the date
on which plan liabilities are measured).

We trust the foregoing is of some assistance to you and to the Superintendent.

Should you have any questions or comments on the above, please do not hesitate to contact

me.

CcC.
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Yours truly,

Andrea Boctor

Liz Pillon, Stikeman Elliott LLP

Jennifer Guerard, GE Capital, Canada

Michael Pisani, GE Capital, Canada

Greg Prince, PricewaterhouseCoopers LLP

Mark Bailey, Financial Services Commission of Ontario
Bethune Whiston, Morneau Shepell Ltd.

Tracy Sandler, Osler, Hoskin & Harcourt LLP

Tony Devir, Osler, Hoskin & Harcourt LLP
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Osler, Hoskin & Harcourt LLP

Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8
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416,862,666 TACSIMILE OSLER

September 6, 2012 Anthony Devir
Direct Dial: 416.862.4221
adevir@osler.com

Qur Matter Number: 1127320

SENT BY ORDINARY MAIL AND E-MAIL

Superintendent of Financial Services
Financial Services Commission of Ontario
Pension Plans Branch

4th Floor, 5160 Yonge Strect

Toronto, ON M2N 6L9

Dear Sirs/yMesdames:

Retirement Plan for Union Employees of Northern Sawmills Inc., Registration No.
0978270 (the "Hourly Plan'') and Retirement Plan for Employees of Northern
Sawmills Inc., Registration No. 1192400 (the "Salaried Plan'")

We write in response to the letter from Larry Falconer, Insolvency Co-ordinator at FSCO,
dated November 29, 2011 inviting written submissions on the recommendations made by
Momeau Shepell, the administrator of the Hourly Plan and the Salaried Plan (collectively
the “Plans™) in their letter dated November 18, 2011 to Jai Persaud, Co-ordinator
Insolvencies at FSCO, and Mr. Persaud’s further letter dated August 21, 2012 to Mr.
Gregory Prince, Senior Vice President, PricewaterhouseCoopers Inc. extending the
deadline for submissions to September 6, 2012,

We are counsel to PricewaterhouseCoopers Inc., the Court-appointed receiver of
Northern Sawmills Inc. (the “Receiver”). The Receiver was appointed as such pursuant to
an Order of the Ontario Supertor Court of Justice (Commercial List) (the “Court”) made
on January 4, 2011 (the “Receivership Order”). In such capacity, we set out below
submissions made on behalf of the Receiver.

At the outset we note that we have had an opportunity to review the submissions made on
behalf of GE Canada Equipment Financing G.P. (“GE”), the principal secured creditor of
Northem Sawmills Inc. and we endorse and adopt the points made in those submissions
(the “GE Submissions”). To supplement those points we have the following comments,
which are made without prejudice to any other position that the Receiver may take, or the
rights and remedies that the Receiver may have in this matter.

Stay of Proceedings

On a preliminary basis, we note that if the Superintendent was to issue an order changing
the wind-up date for the Hourly Plan, as recommended by Momeau, such action may be a
“proceeding” as contemplated by paragraphs 7 and 8 of the Receivership Order, and

LEGAL_1:24430123.7 E'mail
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FSCO could be caught by the stay of proceedings created therein. Indeed Morneau’s
actions in starting the process by recommending that the Superintendent issue such an
order and the Superintendent inviting submissions on the point, may also constitute a
“proceeding” caught by the stay of proceedings contained in the Receivership Order, in
which case, Momeau would be presently in breach of the Receivership Order. Prior to
taking any further steps, including issuing an order, it i1s the Receiver’s position that
Morneau (or alternatively, the Superintendent) must seek the leave of the Court in the
existing receivership proceedings to regularize the FSCO proceeding.

Without prejudice basis to our position that the Superintendent and Morneau are stayed
from pursuing Morneau’s request for an order changing the wind-up date or taking any
further action in this regard without first seeking an order from the Court to lift the stay
of proceedings, we make the following submissions:

1. The Superintendent Has No Jurisdiction

The PBA sets out a clear legislative scheme regarding the Superintendent’s role with
respect to plan wind-ups initiated by employers (dealt with in section 68 of the PBA) and
those ordered by the Superintendent (dealt with in section 69 of the PBA). With respect
to setting the wind-up date, where the wind-up is initiated by the employer, the
Superintendent is granted the power to change the wind-up date (section 68(2) of the
PBA), subject to the nofice and appeal process set out in section 89 of the PBA.

Where the Superintendent orders the wind-up of a plan, the legislation requires the
Superintendent to specify the effective date of the wind-up (section 69(2) of the PBA).
Before ordering a wind-up, the Superintendent is required to provide notice before the
proposed action can be carried out and an appeal process is provided for (see section 89
of the PBA). Indeed, in this case in response to the Notice of Proposal to order the wind-
up of the Hourly Plan effective January 1, 2008, Northern Sawmills (the employer and
administrator of the plan at the relevant time) availed itself of the appeal process and
requested a hearing before the Financial Services Tribunal. That appeal process was
concluded when Northern Sawmills withdrew its request for a hearing.

We note that the appeal process under the PBA is a pre-emptive appeal process ~ the
appeal takes place before the decision is made rather than after the decision is made.
That appeal process encompasses the date chosen by the Superintendent for the effective
date of the wind-up. The PBA does not provide for any appeal from a decision of the
Supenntendent once the decision has been made — the decision once made is final.

Unlike with respect to wind-ups initiated by the employer, the legislative scheme does
not confer on the Superintendent the power to change the effective date of a wind-up
ordered by the Superintendent. Notably, not only is there no legislative provision
conferring on the Superintendent the power to change the effective date of wind-up
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which he originally set, but the notice and appeal mechanisms under section 89 do not
provide for the possibility of an appeal in such a situation. It is inconceivable that the
Superintendent would have the power to change a wind-up date he sct himself without
any notice or appeal mechanism. This reinforces the conclusion that the Superintendent
ought not to change the effective date of wind-up which he originally set.

2. The Need for Certainty and Finality

The interests of justice require that all parties affected by a decision must be able to treat
the decision as final (once appeals, if any, have been dealt with). If the Superintendent
was able to change the effective date of the wind-up of the Hourly Plan which the
Superintendent had originally ordered, this would set a precedent and call into question
the finality of decisions made by the Superintendent. The lack of certainty regarding the
finality of decisions made by the Superintendent will place an unreasonable burden on

any third parties who need to, or wish to, act in accordance with decisions of the
Superintendent.

Moreover if the Superintendent’s decision is never final this will encourage perpetual
litigation on any contentious issues. A direct (or collateral) attack could be launched
against any decision of the Superintendent (even after the appeal process provided for
under the PBA has been undertaken and completed) simply by requesting the
Superintendent to make an order that changed either the entire previous decision or a
component of that decision.

In addition, Mormeau’s request for a changed wind-up date is being made in the context
of a receivership. The date that the Receivership Order was made by the Court is the
critical date in the administration of the receivership estate. That date is relied on by the
Receiver, as well as by stakeholders. It is necessary to have a ‘date certain’ in a
receivership. This ensures a level playing field for all participants including secured and
unsecured creditors, employees, taxing authorities, regulators, and even prospective
purchasers. The Receiver requires certainty in order to assess claims, determine reserves,
and effect distributions to creditors.

As such, in particular, the Receiver must know that the Orders of the Superintendent are
final in order to carry out its duties and administer the receivership estate. We note that at
the time of the making of the Receivership Order, the Receiver and the key stakeholders
knew that the wind up order had been issued, that the debtor had withdrawn its appeal
and that no mechanism remained to change the dates. We understand that this
information was taken into account by GE when it determined to fund the receivership.
To change the wind up date so many months later would be to create an intolerable and
detrimental uncertainty in this estate and every other receivership in which a pension plan
was being wound up before the Receiver was appointed.
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3. Plan Members Affected Differently

We note that changing the wind-up date for the Hourly Plan to a date that is almost 3
years later than the date originally specified by the Superintendent will have an impact on
all plan members. Specifically, we note:

e Plan members who continued in employment beyond the current wind-up date

will accrue additional benefits thereby increasing the liabilities under the Hourly
Plan.

e An extension of the wind-up date could also allow more plan members to qualify
for “grow-in" benefits. The associated additional liabilities would, however, not
be covered by any current service cost payments.

e Retirees as of the current wind-up date will continue to receive pension payments
for another 35 months with no reduction to take into account the underfunded
status of the pension plan adjustments that would otherwise be made effective
from the current wind-up date.

e For all plan members, there may be a difference in the prescribed assumptions to
be used as of the current wind-up date and the proposed wind-up date.

It is inevitable that the combined effect of those changes will produce the result that some
members of the Hourly Plan would be better off with a change in the wind-up date and
some would be worse off. It follows that even if the Superintendent had the power to
change the wind-up date, the Superintendent would be faced with a situation where there
would be competing interests of different groups of members of the Hourly Plan. In our
submission, principles of equity and faimess would require the Superintendent to
consider the impact on each group of plan members before issuing any notice of intended
decision to change the effective date of the wind-up.

Furthermore, in our submission, even if the Superintendent has the power to change the
wind-up date for the Hourly Plan, the Superintendent should not do so and thereby give
preferential treatment to one group of members over another group, without a full

The super priority claim relating to current service costs will not necessarily cover the additional
benefits created. It is not clear that any such super priority claim would cover interest on current
service costs, particularly where the current service cost obligations do not exist until the
Superintendent changes the wind-up date. Moreover, after the current service costs are paid into the
Plan the earnings on plan assets will inevitably be less than the rate assumed in the current service cost
calculation, leading to-an actuvarial loss to the Hourly Pian.
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analysis of how the change will impact each group and without a strong justification
being provided for doing so (neither of which to our knowledge have been provided).

Yours very truly,

Anthony Devir
Partner
AD:TS:ve

c: Larry Falconer, Financial Services Commission of Ontario
Mark Bailey, Financial Services Commission of Ontario
Greg Prince, PricewaterhouseCoopers LLP
Bethune Whiston, Morneau Shepell Ltd.
Andrea Boctor, Stikeman Elliott LLP
- Elizabeth Pillon, Stikeman Elliott LLP
Tracy Sandler, Osler, Hoskin & Harcourt LLP
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Patersonz Mag —

From: Brotman_Stuart [sbrotman@fasken.com]

Sent: Tuesday, November 06, 2012 9:22 AM

To: Sandler, Tracy

Cc: gregory.n.prince@ca.pwc.com; Young, Shireen; Paterson, Mary; Devir, Tony; Bethune

Whiston (bwhiston@morneaushepell.com); Lawrence J. Swartz
(Iswartz@morneausobeco.com)
Subject: RE: Northern

Tracy,

We provide the following responses to the questions posed in your below email. Note that the information is being
provided solely in response to your questions and that the position of Morneau Shepell as administrator with respect to
the wind up of the hourly and salaried pension plans continues to be that they should be wound up as one as of
November 16, 2010.

Hourly Plan

With respect to the question 1) related to the Hourly Plan, if lanuary 1, 2008, is the wind-up date, the Morneau Shepell
actuaries have determined that there were no unpaid narmal cost contributions with respect to the period prior to
lanuary 2008 for Hourly members. Question 2), and we assume Question 3), do not require answers based on our
answer for Question 1).

Solaried Plan
4) The latest termination date far non-unionized employees was Novembher 16, 2010, based on the fact that November
16, 2010, was the last date where data was available to us in respect of non-unionized employees. If you have

additional information, we would appreciate receiving it.

5) Total unpaid normal cost contributions for the non-unionized employees at November 16, 2010, has been calculated
by the Morneau Shepell actuaries to be $147,732 ($135,615 plus interest).

6) Total contributions made by Northern Sawmills for non-unionized employees:

August 2008 $78,331

May 2009 39,941

February 2010 6,468

Total $124,740

Of the above, contributions of $30,563 were attributed to normal cost contributions,

7) The interest rate used to calculate the interest owing on the Salaried Normal Cost Deficiency was 5.5% for Fiscal 2008
and 5.0% per annum thereafter. These rates were applied, respectively, from the middle of the period in respect of
which the various amounts were owing, up to January 3, 2011, the day before the company went into Receivership. The
amount of interest claimed is $12,117.

We would be pleased to discuss the foregoing if you wish.

Stuart
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Stuart Brotman | Partner

T.+1 416 B65 5419 | M. +1 416 457 5226 | F. +1 416 364 7813
sbrotman@fasken.com | hitp:/iwww.fasken.com/en/stuart-brotman

Fasken Martineau DuMoulin LLP ' MAR??:::S @

From: Sandler, Tracy [maiito: TSandler@osler.com]

Sent: October-22-12 5:53 PM

To: Brotman_Stuart

Cc: gregory.n.prince@ca,pwc.com; Young, Shireen; Paterson, Mary; Devir, Tony
Subject: Northern

Stuart,

Further to our discussion earlier today, I confirm we are seeking to adjourn our motion scheduled for
October 31 to November 19". We are waiting for confirmation from the Court. We are hoping to
provide you with the draft materials this week. '

Meanwhile, the Receiver is seeking certain information from Morneau in advance of the motion (and
preferably in advance of finalizing its materials).

The information provided by Morneau in support of the claim under section 81.6 of the BIA appears to
be predicated on the assumption that the Superintendent will change the wind-up date for the Hourly
Plan to November 16, 2010 and will combine the Hourly Plan and Salaried Plan. Accordingly it appears
that the information provided amalgamates the information relating to the Hourly Plan and the Salaried
Plan and does not separate out the information into amounts payable before the current wind-up date for
the hourly Plan and amounts payable after that date. The Receiver requests further information from
Morneau, namely:

Hourly Plan

1) What amount of normal cost (within the meaning of section 2(1) of the Pension Benefits
Standards Regulations) was Northern required to pay with respect to the Hourly Plan for the
period before January 1, 2008 that had not been paid as of January 1, 2008 (the “Hourly
Normal Cost Deficiency”)? Morneau had previously advised that there was no unpaid
normal cost with respect to the period prior to January 2008 but we would like confirmation.

2) If any normal cost for any period prior to January 1, 2008 is owing and if Northern made any
contributions to the Hourly Plan after the date such normal cost contributions were due, what
total contributions did Northern make to the Hourly Plan after the date such normal cost
contributions were due and when were such contributions made, whether before or after
January 1, 20087 Of the amount so contributed if such amount was allocated between normal
cost required contributions and required special payments what is the basis for such
allocation and with respect to any amounts contributed to the hourly Plan after January 1,
2008, how is the amount so contributed allocated towards amounts owing prior to January 1,
20087
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3) If Morneau alleges that interest is owing on the Hourly Normal Cost Deficiency, what rate of
interest is used, to what period is that interest rate applied, and what quantum does Morneau
claim?

Salaried Plan

4) What is the latest possible termination date that the Superintendent can select for the
Salaried Plan based on the last date on which a beneficiary of the Salaried Plan worked for
Northern (the “Latest Possible Salaried Termination Date™)? We believe based on Appendix
D to Morneau’s November 18, 2011 submission to FSCO that this date is November 16,
2010 but we would like confirmation.

5) What amount of normal cost (within the meaning of section 2(1) of the Pension Benefits
Standards Regulations) was Northern required to pay with respect to the Salaried Plan for the
period before the Latest Possible Salaried Termination Date that had not been paid as of the
Latest Possible Salaried Termination Date (the “Salaried Normal Cost Deficiency”), taking
into account the contributions to the Salaried Plan made in August 08, May/09 and
February/10 previously reported by Mormneau?

6) What total contributions did Northern make to the Salaried Plan? Morneau has previously
reported that contributions to the Salaried Plan were made in August 08, May/09 and
February/10 but we would like confirmation of the amounts and timing of payments. Of this
amount, how much does Morneau deduct from the amount of normal cost Northern was
required to pay when Morneau is calculating the Salaried Normal Cost Deficiency?

7) If Morneau alleges that interest is owing on the Salaried Normal Cost Deficiency, what rate
of interest is used, to what period is that interest rate applied, and what quantum does
Morneau claim?

It is our understanding that because Morneau completed detailed calculations on its proposed approach
to the Pension Plans already, it should not require too much time or effort to provide the information
requested. Please let us know when your client will be able to provide the requested information.

We look forward to hearing from you and to receiving the additional information requested.

Best regards, Tracy

OSLER

Tracy C. Sandler
Partner & Chair, Insolvency & Restructuring

416.862.5890 DIRECT
416.560.6523 MOBILE
416.862.6666 FACSIMILE

tsandler@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8
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affidavit most speclly (ke voushers or notice of jmention o of the proposal, {f #e norice of intertion was fiied), ramely the 4% uf,{mmm,l
other evidence in suppen of the claim. and still is, indebted to the creditorinthesumofS__ (2 2 &4 A D0
specified in the stalermen of account {ar alTidavi) siached herets end imarked Schedule “A”, sfter damnmg any
countercleims o which the debior ig emitled,

Check smd camplete sppropriste 4. A O 1 claim of §,
category, Other thaw as a custamer 1n respect to the said debt, the crediter does not hald any assets of the debior as security and
contenplated by Section 262 of the Act
Chicck sppropriate description. Sei sat () O Regarding the ampwmt of $. Soes not claim a right 1o a priority

sttached pport or
;:hrlty 'm'l:!!l detalls 1o su (i) O Regarding the amount of S, , claims & vight ro @ priority under section 136 of the

Benkrupicy and insolvency Act (the “Act™).
Give fall particulars of the chaim, B a Claim of jexsor for disclsimer of 2 lease of §
Including the cakalations upea which 1 herebry make & claim under subsection 65.2(4) of the Act, particulars of which are s follows:
the claim t based. ;
GIvé full particalsry of the secarity, C B Searichmors_ 1 &,3FY OO0
including the dats ou which the m?aorm:ndcbtiholdmofmdebmwuluedn
necurity was given and the value ot IL3%y OO 2 security, particul nfwmihnufoﬂoy J %
which yow msess the seeurity, xnd J ¢ 104! Pe,; on (M i Eucrdel [abi { ;i- 5ub; pemed Frug
atinch & copy of the secarity f’ ILJ ua 9 F '(
documents, .,v( I‘ehaf-il Cl" al u,pllp 5, 5- {nj\an e Ié/}!:f(a- -v.)
Aftach o copy of xales sgreement and D W] Claim by I , Tishs ristof§
delivery reccipta fhaebyclnlmmdnmlswbonﬂlZ(I)ofl.hn.»\:ifwﬂ:mpmdnmumof 5
Give fail particalars of any wege E O  Chaim by wage earsier of §,
craner’s claim, isclading the
calkculations upon which the clabm Ia () O T hesedy claim wndar subsection 81.%(8) of the Act in the amount of $, .
based, or
(# D1 hereby claim under subscciion 81.4(R) of tho Acl inthe amoumof'S___

To be completed when & proposal F o Claim by emplayee for nppaid regarding plapef§
prevides for the compromise of clsinm
agatust direciors Glve fall particolars () D1 nereby ciaim undor subsection 81 5 of the Act in the amount of 3,
of the clnjm, iuclading the calenlations of
upou which the claim is based, (i)  C1Therchy claim under subscction 31.6 of the Act in the smount of §, .
To be complefed wien a proposa) G o Claim sgminst di $
previdea for the compromise of claine 1 heretry make a claim under sshsection 50{13) of the Act, paniculars of which are a3 follows:
wgmins directorn. Give foll particulary

of 1be cinbm, Rctuding the calewlatinn
npon which the ciaim i based.

Give full particalars of e claim, H w] Clatm of 1 customer of 1 bankrapl secarivies Arm §

Incinding the caiculstions upon which { herelry make a claim a3 & customer foz net equity s contemplated by section 262 of the Ad,

the claim Is bused. particulars of which are as lollows:

Strike out “i5” or “Is wof™ 5. To the bent of my knowledge, the creditor is/is not relatcd Lo the deltor within the meaning of seciion 4 of the Act, e

hes/hay not dealt with the debtor in a ros-arm’s«length munner,
Provide details of payments, credits 6. The faltowing are the paymenty (hat the: creditor hes received from, the credits that 1 have allowed tn, and the Lrensfers st
aad transfers s{ nadervalee usdervalue within the meaning of subsaction 2(1) of the Act that § have been privy (o ar & party to with the debtor within
1he three momhs (or, if the creditor and the delbrtor are relsted within the mesaleg of section 4 of tha Act or were
not dealing with each other at amn’s length, within the 12 months) immestiately Before the dats of the initial bankruptcy
cvent within the meaning ol section Z(1) of the Act:

Applicable onfy in the case of the 7. D1 request that a copy of the repon filed by the trustee regarding the bankrupt's application for discharge p 1o
baukruptey of un lodividas) subsection 170(1} of the Act be s2ni to the abovg addreqg,
— 4{ {9 tw .
8. Dada_| gr0n10 , thig day of
Mt be et ad wineoed el tia ] ion
Wiless (SIyﬂmofmdu Gl comPieting ;sﬁxm)
Nates: Al refironces 1o “the Act” mremwnmmmm%éemmy A w Zur 6. 0bime & Lkighyn

3 an affidavit or solermn deciaration is ateched, it must have boen mede beforz & person qualified to také affidavits or solerm declarations.
ifa copy of this Form is scat efectronicslly try means such as email, the name and contact in formation of the scnder, prescribed in Form 1.1, must be added
at the end if the documem.

Warulag: A trunee may, pursusmit o subsection 128(3) of the A, redeem a security an payment 1o the: secured creditar of the detdt or the value of the security as
ussessed, in a proof of security, by the secured creditor.
Subsectinn 201(1) of the Act provides severe penalties for making any false claim, prool, declaration or siztement of accours.

See General Proxy on reverse
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Appendix N
List of security agreement and security registration dates

The following is an extract from the Security Opinion setting out all the dates of security agreements,
security registration and/or intercreditor agreements associated with the GE Entities, RBC, Lucky
Star and Buchanan Sales.

Connecti

1. Equipment Loan and Security Agreement, No. 150010293079, dated March 22, 2007 (the
“Initial Northern ELSA”), as amended by New Contract No. 150011169673, dated March
25, 2009 (the “First Northern ELSA Amendment”), and as amended by New Contract
No. 150011236877, dated June 18, 2009 between Northern and GE (the “Northern ELSA™);

P

General Security Agreement (the “GE/Northern GSA”) dated March 21, 2007 granted by
Northern in favour of GE, GE Leasing, General Electric, GE Holding and GE Technology;

3. Charge/Mortgage for a principal amount of $13,500,000.00 in favour of GE Real Estate
incorporating Standard Charge Terms No. 200612 (the “Standard Charge Terms”)
registered against the title to the real property more particularly described in Schedule “B”
hereto (the “Northern Real Property”) on March 22, 2007 as Instrument No. TY42208
(the “Northern Charge”) and an agreement amending charge dated March 16, 2009 (the
“Northern Charge Amendment”) between Northern and GE Real Estate, as nominee for
GE, notice of which was registered against the title to the Northern Real Property on March
30, 2004 as Instrument No. TY80063;

4. Acknowledgement of Standard Charge Terms to GE Real Estate and GE dated March 21, 2007
from Northern (the “Northern Acknowledgement”) acknowledging receipt of the
Standard Charge Terms;

o

Guarantee and Indemnity, No. 150010292870, as amended to No. 150011160878, dated
March 25, 2009, granted by Northern in favour of GE relating to certain obligations on
Atikokan to GE (the “Northern Guarantee™); and

6. ‘Equipment Security Agreement, No. 150011169673, dated March 25, 2009 granted by
Northern in favour of GE (the “Northern ESA");

InC ion with RBC

1. Cash Collateral Agreement dated July 7, 2008 between Northern and RBC (the “RBC Cash
Collateral Agreement”);

In Connection with Lucky Star

1. Demand Debenture in the principal amount of $15,000,000.00 dated November 29, 2001
granted by Northern in favour of Lucky Star (the “Lucky Star/Northern 2001
Debenture”);

2, General Security Agreement dated March 22, 2007 granted by Northern in favour of Lucky
Star (the “Lucky Star/Northern GSA”);

3. Charge/Mortgage for a principal amount of $15,000,000.00 in favour of Lucky Star
registered against the title to the lands described therein on January 11, 2002 as Instrument
No. F108142 and as Instrument No. TBR421827 (collectively, the “First LS Northern
Charge”);



Demand Debenture in the principal amount of $5,000,000.00 dated November 27, 2008
granted by Northern in favour of Lucky Star (the “Lucky Star/Northern 2008
Debenture”); and

Charge/Mortgage for a principal amount of $5,000,000.00 in favour of Lucky Star registered
against the title to the Northern Real Property on November 28, 2008 as Instrument No.

‘TY74960 (the “Second LS Northern Charge™);

In Connection with Buchanan Sales

6.

Demand Debenture in the principal amount of $5,000,000.00 dated January 18, 2008

-granted by Northern in favour of Buchanan Sales (the “Buchanan Sales/Northern

Debenture”); and

Charge/Mortgage for a principal amount of $5,000,000.00 in favour of Buchanan Lumber
Sales Inc. registered against the title to the Northern Real Property on January 22, 2008 as
Instrument No. TY58262 (the “Buchanan Northern Charge”) and an Application to
Change Name — Instrument registered on March 31, 2008 as Instrument No. TY60980 to
reflect the change in name from Buchanan Lumber Sales Inc. to Buchanan Sales;

In Connection with Intercreditor Arrangements

1.

10.

Letter of Postponement dated July 2, 2008 between RBC and Lucky Star (the “RBC/Lucky
Star Postponement Agreement”);

Letter of Postponement dated July 23, 2008 between RBC and GE (the “RBC/GE
Postponement Agreement”);

Letter of Postponement dated March 21, 2009 between RBC and Buchanan Lumber Sales Inec.
(now known as Buchanan Sales Inc.) (the “RBC/Buchanan Lumber Sales
Postponement Agreement”);

Letter of Postponement dated March 23, 2009 between RBC and Buchanan Sales (the
“RBC/Buchanan Sales Postponement Agreement”, and collectively with the
RBC/Lucky Star Postponement Agreement, the RBC/GE Postponement Agreement and the
RBC/Buchanan Lumber Sales Postponement Agreement, the “Cash Collateral
Postponement Agreements”);

Priority and Intercreditor Agreement made effective as of March 22, 2007 among GE and GE
Real Estate, Lucky Star and Northern (the “Northern Intercreditor Agreement”);

Postponement Agreement dated March 22, 2007 granted by Lucky Star in favour of GE and
GE Leasing and acknowledged and accepted by Northern (the “Lucky Star Postponement
Agreement”’);

Waiver dated March 25, 2009 (the “Lucky Star Waiver”) granted by Lucky Star in favour of
GE, GE Leasing, General Electric, GE Holding, GE Technology and GE VFS Canada Limited
Partnership (“GE VFS");

Waiver dated March 25, 2009 (the “Buchanan Sales re Northern Waiver”) granted by
Buchanan Sales in favour of GE, GE Leasing, General Electricc GE Holding and GE
Technology and GE VFS;

Postponement of Interest registered on March 22, 2007 as Instrument No. TY42210 in the
Land Registry Office for the District of Thunder Bay (LRO#55) and Postponement of Interest
registered on March 22, 2007 as Instrurnent No. TY42212 pursuant to which the rights under
the First LS Northern Charge are postponed to the rights under the Northern Charge;

Postponement of Interest registered on March 30, 2009 as Instrument No. TY80064 and
Postponement of Interest registered on April 30, 2009 as Instrument No. TY80067 pursuant

132



11.

12,

to which the rights under the First LS Northern Charge are postponed to the rights under the
Northern Charge;

Postponement of Interest registered on March 30, 2009 as Instrument No. TY80066
pursuant to which the rights under the Second LS Northern Charge are postponed to the
rights under the Northern Charge; and

Postponement of Interest registered on March 30, 2009 as Instrument No. TYB0065
pursuant to which the rights under the Buchanan Northern Charge are postponed to the

‘rights under the Northern Charge.
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