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INTRODUCTION AND PURPOSE OF THE MONITOR’S REPORT

1.

KPMG Inc. (“KPMG?” or the “Monitor”) was appointed as Monitor pursuant to the order
(the “Initial Order”) issued by this Honourable Court on December 7, 2015 (the “Filing
Date”) in respect of the motion (the “Application”) filed by Walter Energy Canada
Holdings, Inc. (‘“WECH”), Walter Canadian Coal ULC (“WCC”), Wolverine Coal ULC
(“WC?”), Brule Coal ULC (“BC”), Cambrian Energybuild Holdings ULC (“CEH”),
Willow Creek Coal ULC (“WIC?), Pine Valley Coal Ltd. (“PVC”) and 0541237 BC Ltd.
(collectively, the “Petitioners™) under the Companies’ Creditors Arrangement Act, R.S.C
1985, c. C-36, as amended (the “CCAA”) granting, inter alia, a stay of proceedings (the
“Stay”) until January 6, 2016. Pursuant to the Initial Order, the Stay and certain other relief
was extended to certain of the Petitioners’ partnerships and affiliates listed on Schedule
“A” hereto (collectively with the Petitioners, “Walter Canada”). The proceedings brought
by the Petitioners under the CCAA will be referred to herein as the “CCAA Proceedings”.

On December 7, 2015, KPMG filed the Pre-Filing Report of the Proposed Monitor (the
“Pre-Filing Report”) which, amongst other things, described certain of Walter Canada’s

background information, its cash flow forecast and the current status of its operations.

On December 31, 2015, KPMG filed the First Report of the Monitor (the “First Report”)
which, amongst other things, described the Monitor’s activities to date, Walter Canada’s
actual receipts and disbursements against forecast as well as its updated cash flow forecast
for the 16-week period ending April 9, 2016, the proposed Sale and Investment Solicitation
Process (the “SISP”), the proposed retention of PJT Partners LP as financial advisor and
investment banker (the “Financial Advisor”) as well as the proposed retention of BlueTree
Advisors Inc. as Chief Restructuring Officer (the “CRO”), and the proposed Key
Employee Retention Plan (the “KERP”).

On January 5, 2016, this Honourable Court granted an order (the “January 5 Order”)
which, amongst other things, extended the Stay to April 5, 2016 and approved the SISP,
the KERP and the retention of both the Financial Advisor and the CRO.



10.

11.

pr

On March 24, 2016, KPMG filed the Second Report of the Monitor (the “Second Report”)
which, amongst other things, described the Monitor’s activities to date, Walter Canada’s
actual receipts and disbursements against forecast as well as its updated cash flow forecast
for the 16-week period ending July 2, 2016, a status update on the SISP and updates in

respect of various other matters.

On March 30, 2016, this Honourable Court granted an order which, amongst other things,
extended the Stay to June 24, 2016.

On June 22, 2016, KPMG filed the Third Report of the Monitor (the “Third Report”)
which, amongst other things, provided a status update on the SISP and the Liquidation RFP
Process, information regarding Walter Canada’s actual receipts and disbursements against
forecast as well as its updated cash flow forecast for the 18-week period ending October
15, 2016 (the “Previous Cash Flow Forecast”), and updates in respect of certain other

matters.

On June 24, 2016, this Honourable Court granted an order which, amongst other things,
extended the Stay to August 19, 2016.

Terms not specifically defined herein shall have the meanings as defined in the First
Report, the Second Report, the Third Report (collectively, the “Previous Reports”) or the
SISP.

Copies of the Previous Reports as well as further information regarding these CCAA
Proceedings, can be found on the Monitor’s website at

www.kpmg.com/ca/walterenergycanada (the “Monitor’s Website”).

The purpose of this fourth report of the Monitor (the “Fourth Report”) is to provide this

Honourable Court with information regarding the following:
a) An update with respect to both the SISP and the Liquidation RFP Process;

b) A discussion in respect of Walter Canada’s selection of the Successful Bid and its
application to this Honourable Court for approval to complete the transaction with
the Successful Bidder on the terms set out in the Successful Bid (the “Proposed

Transaction”);



g)

A description of the claims process proposed by Walter Canada (the “Proposed

Claims Process™);

Walter Canada’s actual cash flow results for the seven-week period ended July 30,

2016, as compared to the Previous Cash Flow Forecast;

Walter Canada’s updated cash flow forecast for the 26-week period ending January

28, 2017 (the “Updated CCAA Cash Flow Forecast”);

An update in respect of certain additional matters involving Walter Canada’s

stakeholders and related developments; and

The Monitor’s observations and recommendations in respect of Walter Canada’s
motion returnable August 15, 2016 (the “August 2016 Application”) seeking
approval of both the Proposed Transaction and the Proposed Claims Process, as well
as an extension of the Stay to January 17, 2017 (the “Extended Stay Period”) and

certain other relief.,

REPORT RESTRICTIONS AND SCOPE LIMITATIONS

12.

In preparing this report and making the comments herein, the Monitor has been provided

with, and has relied upon, unaudited financial information, books and records and

financial information prepared by Walter Canada and/or certain of its affiliates, discussions

with management of Walter Canada (“Management”) and information from other public

third-party sources (collectively, the “Information”). Except as described in this report in

respect of Walter Canada’s Previous Cash Flow Forecast and Updated CCAA Cash Flow

Forecast:

a)

The Monitor has reviewed the Information for reasonableness, internal
consistency and use in the contextin which it was provided. However, the
Monitor has not audited or otherwise attempted to verify the accuracy or
completeness of the Information in a manner that would wholly or partially
comply with Canadian Auditing Standards pursuant to the Chartered Professional
Accountants Canada Handbook and, accordingly, the Monitor expresses no

opinion or other form of assurance in respect of the Information; and
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14.

15.

b) Some of the information referred to in this report conmsists of forecasts and
projections. An examination or review of the financial forecasts and projections,
as outlined in the Chartered Professional Accountants Canada Handbook, has not

been performed.

Future oriented financial information referred to in this report was prepared based on
Management’s estimates and assumptions. Readers are cautioned that since projections
are based upon assumptions about future events and conditions that are not ascertainable,
the actual results will vary from the projections, even if the assumptions materialize, and

the variations could be material.

The information contained in this report is not intended to be relied upon by any

prospective purchaser or investor in any transaction with Walter Canada.

Unless otherwise stated, all monetary amounts contained herein are expressed in

Canadian Dollars.

UPDATE ON STATUS OF THE SALE PROCESS

Sale and Investment Solicitation Process Update

16.

17.

The Monitor provided details regarding the status of the SISP in the Previous Reports. An
update of the SISP activities to date is set out in the 3" Affidavit of William E. Aziz, Chief
Restructuring Officer of Walter Canada (the “CRO”) sworn August 9, 2016 (the “Aziz
Affidavit”) which has been filed with the Company’s current application.

As discussed in the Third Report, a number of Bids were submitted by June 10, 2016 (the
extended Phase 2 Bid Deadline) and subsequent discussions had been entered into by the
Financial Advisor, the CRO and in some cases the Monitor, with certain Bidders to obtain
clarification with respect to certain aspects of their Bids with a view to identifying one or
more Bids which might lead to a more advantageous outcome to Walter Canada and its
stakeholders than the potential outcome in a liquidation. In addition, the CRO, in
consultation with the Financial Advisor and the Monitor, amended the Outside Termination
Date to July 30, 2016 in recognition of the complexities of concluding a going concern
transaction, including the negotiation and discussions with contractual counterparties and

other stakeholders.



18.

19.

20.

21.

Subsequent to the date of the Third Report, the SISP Team engaged in the following

activities with certain Bidders:
a) Responding to additional diligence requests from the Bidders;

b) Coordinating and attending further site visits for certain of the Bidders and their

financing counterparties to inspect Walter Canada’s assets;

c) Facilitating discussions between the Bidders and certain of Walter Canada’s
suppliers, regulators and other stakeholders. Representatives from the Monitor

attended these discussions; and

d) Engaging in numerous discussions and written exchanges with the Bidders to

clarify and negotiate terms and conditions of, and to assist in advancing, their Bids.

In addition, the Financial Advisor participated in weekly update conference calls throughout
this period to provide Walter Canada, the CRO and the Monitor with status updates as to

the Bidders’ continuing due diligence activities and requests, and other SISP matters.

The CRO, in consultation with the Financial Advisor and the Monitor, has selected one
Qualified Bid submitted by Conuma Coal Resources Limited (the “Purchaser”) for the
purchase of substantially all of the assets of Walter Canada as the Successful Bid. The SISP
Team believes the Purchaser’s offer will result in the highest net financial recovery for
Walter Canada’s creditors, as well as provide other material benefits to Walter Canada’s
stakeholders relative to other Bids or Liquidation Proposals. Walter Canada’s Board of

Directors approved the Successful Bid on August 8, 2016.

The Monitor has prepared its Confidential Supplemental Report to the Fourth Report (the
“Confidential Report”) which includes certain financial details about the Bids and the
Liquidation Proposals, along with the Monitor’s analysis of the Successful Bid as compared
to a liquidation under a Bankruptcy and Insolvency Act (“BIA”) filing. Walter Canada is
seeking to have the Confidential Report filed with this Honourable Court under a sealing
Order to preserve the confidentiality of the Bids and Liquidation Proposals to maintain the
competitive nature of the sale process in the event that the Proposed Transaction does not
complete, in which case the CRO may seek to complete an alternate transaction with another

Bidder or one or more of the Prospective Liquidators.



22.

At this time, Walter Canada is not seeking to approve any of the Bids received in respect of
Walter UK and it continues to review options for this asset. A further update regarding

Walter UK is provided below.

Liquidation RFP Process Update

23.

As previously reported, the Monitor, on behalf of Walter Canada, solicited and obtained a
number of Liquidation Proposals from Prospective Liquidators. The Monitor has continued
to work with certain of those Prospective Liquidators to obtain extensions of the time period
during which their Liquidation Proposals remain open for acceptance, to coincide with the
SISP bid selection process and the sale approval process. As at the date of this report, a
number of the Prospective Liquidators have confirmed that their Liquidation Proposals

remain open for acceptance.

THE PROPOSED SALE TRANSACTION

Terms of the Successful Bid

24.

25.

26.

The Successful Bid is in the form of a definitive asset purchase agreement (the “APA”), in
respect of substantially all of the assets of Walter Canada, which was negotiated by the
CRO and Walter Canada’s counsel, with assistance from the Monitor and the Financial

Advisor.

A redacted copy of the APA is attached as Exhibit “A” to the Aziz Affidavit. An
unredacted copy of the fully-executed APA is included as a Schedule to the confidential
Affidavit #4 of Mr. William E. Aziz (the “Confidential Aziz Affidavit”).

A detailed discussion of the terms of the Successful Bid is included in the Aziz Affidavit.
A summary of the non-commercially sensitive key terms of the APA is provided below

(capitalized terms as defined in the APA):



Summary of Key Non-Economic Terms of the Successful Bid

Purchaser e Conuma Coal Resources Limited, a member of the West Virginia
based ERP Compliant Fuels, LLC group of companies who have
engaged in a number of transactions in the coal market over the past
year in North America

Guarantors o The Purchaser’s obligations under the Asset Purchase Agreement are

guaranteed and the Purchaser’s obligations under certain ancillary
agreements to be executed are to be guaranteed by ERP Compliant
Fuels, LLC, a Delaware limited liability company; ERP Compliant
Coke, LLC, a Delaware limited liability company; Seneca Coal
Resources, LLC, a Delaware limited liability company; and
Seminole Coal Resources, LLC, a Delaware limited liability
company (collectively, the “Guarantors”). Each of the Guarantors is
part of the ERP group of companies.

Purchase Price

Confidential

Deposit

Greater than 10% of purchase price, paid to the Monitor in trust on
August 8, 2016.

Execution Date

August 8, 2016

Target Closing Date

August 31, 2016, with ability to extend closing date to September 15,
2016




Acquired  Assets
Assigned Contracts

and

Mines, tenures, and water rights permits

Current assets, Buildings and Equipment at the three mine sites and
any off-site storage locations

Cash Collateral of $22.6 million held with the Bank of Nova Scotia
(“BNS”) corresponding to posted Letters of Credit for the benefit of
the Province of British Columbia, which has been posted pursuant to
various permits held by Walter Canada, as discussed in the First
Report

50% interest in the Belcourt Saxon Coal Limited Partnership if
Walter Canada exercises the Belcourt Put Option, which shall occur
if the co-venturer does not exercise its right of first refusal to
purchase this interest and if the co-venturer waives its tag-along
rights

Various properties owned by Walter Canada including certain homes
in Chetwynd and Tumbler Ridge, British Columbia, and other
properties near the mine sites

Property and casualty insurance contracts and other specified
insurance policies

Certain Assigned Contracts including a royalty agreement with Pine
Valley Mining Corporation (“PVMC?”), subject to addition or
removal of Assigned Contracts prior to the Closing Date

Business Information, Books and Records, Owned Intellectual
Property and Leased Real Property

Assumed Liabilities

Liabilities associated with all Mineral Tenures arising after closing

Environmental Liabilities including reclamation liabilities for the
Walter Canada mines exctuding Pre-Closing Fines

Agreements with First Nations groups
Liabilities related to Transferred Employees

Successor employer for Walter Canada’s past and present unionized
employees

Certain Accounts Payable and Accrued Liabilities

All liabilities under Assigned Contracts arising from and after the
Closing Date




Excluded Assets

Cash and cash equivalents held by Walter Canada (approximately
$17.4 million as at July 31, 2016), other than the Cash Collateral

Posted Letters of Credit for the benefit of the Province of British
Columbia

Refundable taxes and refunds in respect of reassessments for taxes
paid prior to closing

Director and officer insurance policies

Equity and other interests in Walter UK operations and Cambrian
EnergyBuild Holdings ULC

Agreement (“CMA”)

Excluded Liabilities Any liabilities not relating to the Business or the Assets
A royalty agreement related to the Wolverine mine
Contract Mining Purchaser will have the right to operate the mines while Transfer

Approval process is underway to transfer Mineral Tenures and
related license and permits to the Purchaser

Purchaser and the Guarantors have provided an indemnity to Walter
Canada in respect of this agreement

Walter Canada is seeking a Court ordered charge against Mineral
Tenures and real property to secure the indemnity and the
Purchaser’s other obligations

Conditions to Closing

Cash Purchase Price less deposit to be paid to the Monitor

Transfer Approvals of tenures, permits and licenses to be
commenced

Cash Collateral Transfer Agreement shall have been entered into to
attend to the transfer of the Cash Collateral to either the Province of
British Columbia, the Purchaser (assuming authorization of the
Province of British Columbia) or the Purchaser’s surety agent, or an
alternative process shall have been agreed upon to obtain the transfer
of the Cash Collateral as contemplated by the APA

27.  The Successful Bid includes a limited number of closing conditions and is not conditional

on financing. The CRO, as stated in the Aziz Affidavit, believes that these closing

conditions are achievable and that none of them are likely to prevent the Proposed

Transaction from closing, Should the Proposed Transaction be approved by this

Honourable Court on August 15, 2016, Walter Canada, the CRO, the Financial Advisor

and the Monitor will immediately commence to work with the Purchaser to address the

closing conditions with a view to closing the Proposed Transaction.




28.  The Purchaser’s stated intention is to hire all of Walter Canada’s currently active

employees and commence efforts to restart the Brule mine in the short term, which may be

operated pursuant to the CMA until the tenures and related permits and licenses are

transferred to the Purchaser.

Monitor’s Observations

29.  The Monitor makes the following observations with respect to the Proposed Transaction

for consideration by this Honourable Court:

a)

b)

The SISP which was approved by this Honourable Court’s January 5 Order, as
recommended by the Monitor, has been run as designed. The SISP has been
carried out by the Financial Advisor under the leadership of the CRO, with
assistance from Walter Canada’s counsel, under the guidance of the Company’s
Board of Directors. The Monitor has supervised the process, with the assistance
of its counsel. The Financial Advisor, the CRO and the Monitor have significant
experience in sales processes similar to the SISP. The Walter Canada assets were
also marketed in a prior process run by the Financial Advisor that included all of
Walter Energy U.S.” global assets. The APA has been rigorously negotiated
between Walter Canada and the Purchaser, with the assistance of their respective

advisors;

As set out in detail in the Confidential Report, the Proposed Transaction, if closed,
will produce higher value for Walter Canada’s creditors, as net realizations
thereunder are in excess of those provided for in any other Bid received under the
SISP or any of the Liquidation Proposals. In the Monitor’s view the consideration
provided for under the Proposed Transaction is reasonable and fair, taking into the
account the current commodity prices for coal, the market’s response to a broad
marketing of Walter Canada’s assets, which occurred both prior to and under the
SISP, and the proposed value that has been offered by liquidators pursuant to the
Liquidation RFP Process and would be eroded by the holding costs required to

maintain the sites over an extended period while a liquidation is undertaken;

10



©)

d)

2

Under the Proposed Transaction, it is expected that certain other stakeholders will

also benefit in a material way. Such stakeholders include:

i. Employees through continued employment and an assumption of certain
existing obligations, as the Purchaser intends to offer employment to all of
Walter Canada’s current employees initially, as well as to a number of its
former employees as and when it restarts operations at some or all of the mine
sites;

ii. The environment and environmental authorities, through an assumption of
Walter Canada’s reclamation obligations and continued stewardship of the
subject mine properties;

iii. Suppliers and customers, through continued business and, in certain cases, the
assumption of contracts; and

iv. Local communities including First Nations groups, through a restart of one or
more of the mine operations.

The APA provides for the timely close of a transaction with relatively few closing

conditions. There is no financing condition and the Monitor has received a

reasonable indication of the Purchaser’s financing. In addition, there is recourse

to the Purchaser and the Guarantors if they do not fulfill their obligations in the

APA, including the forfeiture of the Purchaser’s deposit and other recourse as set

out in the APA, and as described in the Confidential Report;

A number of parties have been consulted with respect to the SISP and the results,
including the USW union, advisors to the 1974 Pension Plan, certain regulators, a

number of key suppliers, contractual counter parties and otherwise;

Under the Proposed Transaction, it is likely that distributions to creditors will
occur earlier than in a liquidation scenario, which could take 12 to 18 months to

be completed; and

The Proposed Transaction leaves certain excluded assets and available
transactions which could result in further material realizations for the benefit of

the estate, as described further in the Confidential Report.

e
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Monitor’s Opinion and Recommendation

30.

It is the Monitor’s opinion that the Proposed Transaction is more beneficial to the creditors
and certain other stakeholders relative to any other Bid received under the SISP or a
liquidation.  Accordingly, the Monitor recommends the approval of the Proposed

Transaction to this Honourable Court.

PROPOSED CLAIMS PROCESS

31.

32.

33.

34.

35.

36.

Further to discussion in the Third Report, Walter Canada is seeking approval of a claims
process and, as such, Walter Canada’s counsel has prepared, in consultation with the CRO
and the Monitor and its counsel, a draft claims process order (the “Claims Process Order”,
a copy of which is attached hereto as Schedule “B”) to establish the universe of claims to
be considered in the CCAA Proceedings. The Claims Process Order is summarized in the
Aziz Affidavit. Any capitalized terms not defined herein are used as defined in the Claims

Process Order.

The Claims Process Order describes the following types of Claims and their manner of

treatment in the Claims Process:

Pre-Commencement Claims, Restructuring Claims and Directors/Officers Claims

Pre-Commencement Claims are those which existed as at the Filing Date, but excludes

Employee Claims or Unaffected Claims.

Restructuring Claims are those Claims against Walter Canada arising out of the
restructuring, disclaimer, resiliation, termination or breach on or after the Filing Date of

certain types of contracts or agreements.

Directors/Officers Claims are Claims which relate to a Pre-Commencement Claim or a

Restructuring Claim for which Walter Canada’s Directors and/or Officers are liable.

These three types of Claimants are required to file Proofs of Claim to prove their Claims,
and the relevant deadlines and review/dispute mechanisms are set out in greater detail

below.

12



37.

38.

39.

40.

41.

42.

Emblovee Claims

These are Claims of any employees of Walter Canada as at the Filing Date, including both
active and inactive employees. The Claims Process Order contemplates using a negative
claims process for the Employees, who are not required to file Proofs of Claim but will
instead be sent as part of the Claims Package an Employee Claim Amount Notice, based

upon Claim calculations prepared by Walter Canada, in consultation with the Monitor.

If an Employee agrees with the amount set out in the Employee Claim Amount Notice, then
he or she does not need to take any steps and their Employee Claim shall be an Allowed

Claim.

If, however, an Employee disagrees with the amount set out in the Employee Claim Amount
Notice, then that Employee must file a Notice of Dispute of Employee Claim with the

Monitor as more fully explained below.

The United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial
and Service Workers International Union, Local 1-424 (“USW?”) has been consulted
regarding the proposed treatment of the Employee Claims and is supportive of the Proposed
Claims Process. It is anticipated that further consultation with USW will occur if the order
is granted. The Claims Process Order provides that USW is to receive notice of certain steps
in relation to the applicable Employee Claims and shall represent the applicable unionized

employees pursuant to the Claims Process.

UMWA 1974 Pension Plan Claim

The potential claim of the 1974 Pension Plan has been discussed in the Previous Reports
and is subsequently discussed in this report. The Claims Process Order contemplates
treating this Claim separately from other types of Claims in that the 1974 Pension Plan is
not required to file a Proof of Claim but is instead authorized, but not directed, to serve
materials by the Claims Bar Date (as subsequently defined) seeking to prove that its Claim

1s enforceable.

If the 1974 Pension Plan serves such materials by the Claims Bar Date, the Monitor shall
seek a scheduling appointment before this Honourable Court for a hearing to determine the

validity and quantum, if any, of the UMWA 1974 Pension Plan Claim.

Wt
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43,

44,

45.

If the 1974 Pension Plan fails to serve materials by the Claims Bar Date, then its claim shall

be forever barred.

Intercompany Claims

The Claims Process Order provides that the Monitor shall prepare a report by the Claims
Bar Date detailing the nature and quantum of Intercompany Claims, which include Claims
of a Walter Canada entity against another Walter Canada entity or subsidiary, including
amounts secured by the Intercompany Charges, as well as any Claims of Walter Energy

U.S. or its non-Canadian affiliates against Walter Canada.

Unaffected Claims

The Claims Process Order specifies several types of claims as Unaffected Claims which are
unaffected in the Claims Process. These include, amongst other claim types, Intercompany

Claims, certain post-Filing Date claims (excluding Restructuring Claims and

Directors/Officers Claims) and claims secured by a CCAA Charge.

46. The key aspects and timelines of the Claims Process are set out in the table below:

Summary of Proposed Claims Process

Event

Indicative Dates
/ Deadline

Description of Activities

Launch

August 15, 2016

The Claims Process Order is granted by the Court.

Posting of Documents
on the Monitor’s
Website

August 22, 2016
(i.e. 5 business
days after Claims
Process Order is
granted)

The Monitor shall post a copy of the Claims Process
Order, a blank Proof of Claim form, the Instruction
Letter and a blank Notice of Dispute Form on the
Monitor’s Website.

Publication of
Newspaper Notice

August 29, 2016
(i.e. 10 business
days after Claims
Process Order is
granted)

The Monitor shall arrange for the Newspaper Notice
to be published for one business day in the Globe
and Mail (National Edition), the Vancouver Sun, the
Chetwynd Echo and the Tumbler Ridge News.

Delivery of Claims
Packages to Known
Claimants

August 29, 2016
(i.e. 10 business
days after Claims

The Monitor shall mail a Claims Package to each
known Claimant based on the books and records of
Walter Canada, as well as to-each party on the
Service List for which contact details are known.

G
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Summary of Proposed Claims Process

Event Indicative Dates | Description of Activities
/ Deadline
Process Orderis | e The Monitor shall also mail a Claims Package to
granted) relevant governmental agencies, counterparties to
contracts with Walter Canada as well as to any
Claimant which requests a Claims Package
subsequent to the Claims Procedure launch date.
Claims Bar Date October 5, 2016 o The deadline by which the Monitor is to receive

5:00 pm
Vancouver time

or 20 business
days after date of
Notice of
Disclaimer or
Resiliation for
Restructuring
Claims

completed Proof of Claim forms for all affected
Claims other than Restructuring Claims and
Employee Claims. The deadline to serve material for
the UMWA 1974 Pension Plan Claim.

e Restructuring Claims Bar Date is the later of the
Claims Bar Date and 5:00 pm (Vancouver time) on
the day that is twenty business days after the date of
the applicable Notice of Disclaimer or Resiliation or
such other dates as may be ordered by the Court.

e Any Employee who disputes the Employee Claim
must file a Notice of Dispute of Employee Claim
with the Monitor on or before the Claims Bar Date.

e All Claims in respect of which a Proof of Claim has
not been submitted to the Monitor by the Claims Bar
Date or the Restructuring Claims Bar Date shall be
deemed to be disallowed (a “Barred Claim”), unless
otherwise agreed to by the Monitor, in consultation
with Walter Canada, or by Court order. The Monitor
is not required to send a Notice of Revision or
Disallowance in respect of any such Barred Claims.

Conclusion of Claim
Adjudication Period

November 7,
2016 (i.e. 33 days
after the Claims
Bar Date)

e The Monitor, in consultation with Walter Canada,
shall review all Proofs of Claim received on or
before the Claims Bar Date or Restructuring Bar
Date and either accept, revise or disallow each Pre-
Commencement Claim, Restructuring Claim or
Employee Claim, as applicable.

e The Monitor shall send a Notice of Revision or
Disallowance by November 7, 2016 or thirty
business days after the Restructuring Bar Date, as
applicable, to any Claimant whose Claim is revised
or disallowed by the Monitor.

e The Claim of any Claimant to whom the Monitor
does not send a Notice of Revision or Disallowance
(other than in respect of Barred Claims) shall be an
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Summary of Proposed Claims Process

January 9, 2016
and 20 business
days after Notice
of Dispute
delivery

Event Indicative Dates | Description of Activities
/ Deadline
Allowed Claim for voting and/or distribution
purposes.
¢ The Monitor may request additional information to
support the Claims and/or request that a Claimant
file a revised Proof of Claim.
Notice of Dispute Later of e Claimants who were sent a Notice of Revision or
Submission Deadline December 6, Disallowance and who wish to dispute the Monitor’s
2016 and 20 determination must do so as soon as reasonably
business days possible, but no later than the later of December 6,
after the date of 2016 or 20 business days (by 5:00 p.m. Vancouver
the applicable time on such date) after the date of the applicable
Notice of Notice of Revision or Disallowance.
IS§V1310n ot e Any Claimant who fails to deliver a Notice of
isallowance . . g .
Dispute by the applicable deadline shall have its
Claim deemed to be an Allowed Claim as set out in
the Notice of Revision or Disallowance.
Claim Dispute Process | Motion to be e The Monitor, in consultation with Walter Canada,
brought before may attempt to consensually resolve any disputed
Court by later of Claim which, if consensually resolved, shall be an

Allowed Claim.

e If a disputed Claim cannot be resolved consensually,
the Monitor may refer disputed Claims to the Court
for resolution.

Currency of Claims

o Claimants required to specify on its Proof of Claim
the currency of its Claim if in other than Canadian
Dollars. Where no currency is indicated, the Claim
shall be presumed to be in Canadian Dollars.

o The Monitor shall subsequently calculate the amount
of any such Claims in Canadian Dollars using the
Reuters closing rate on December 7, 2015.

47. With a view to minimizing the number of Notices of Dispute of Employee Claim which

may potentially be filed with the Monitor, Walter Canada and the Monitor, with their

respective counsel, have engaged with USW and its counsel to review Walter Canada’s

calculations in respect of the Employee Claims of those current and former Walter Canada

Employees who are represented by USW pursuant to a collective agreement (the “USW

Employee Claimants”). The purpose of these discussions is to seek to obtain USW’s
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48.

agreement as to the quantum of the Employee Claims of the USW Employee Claimants
which shall be set out in the Employee Claim Amount Notices as it is expected that if these
amounts are supported by the USW then USW may be agreeable to communicating this to
the USW Employee Claimants. Such support from USW may result in fewer Employee

Claim disputes. As at the date of this report, these discussions are ongoing.

As described above, the Claims Process provides that the 1974 Pension Plan is not required
to file a Proof of Claim but is instead authorized, but not directed, to serve materials by the
Claims Bar Date Seeking to prove its Claim. The reason for this direct process to a resolution
by this Honourable Court is that an extensive amount of work has been done by Walter
Canada and the Monitor to evaluate the claim of the 1974 Pension Plan and to come to a
determination as to whether it would be allowed in a claims process. Counsel for the 1974
Pension Plan has provided a significant amount of information regarding the claim in
response to requests from Walter Canada and the Monitor. Counsel to Walter Canada and
Canadian and U.S. counsel to the Monitor have reviewed the documentation and
information provided and have concluded that the claim of the 1974 Pension Plan is
unenforceable in Canada. Counsel to the 1974 Pension Plan disputes this conclusion.
Accordingly, it will be necessary for the Court to resolve the matter should the 1974

Pension Plan choose to file a motion prior to the Claims Bar Date.

Monitor’s Comments on the Proposed Claims Process

49.

50.

The Monitor is of the view that the Claims Process provides reasonable timelines within
which Claimants may file and prove their Claims against Walter Canada as well as for the
Claim review and dispute resolution processes to be carried out by the Monitor and

ultimately, by this Honourable Court in the event that claims cannot be resolved.

The Monitor is supportive of Walter Canada’s efforts to work with the USW to review

Employee Claims in order to promote efficiency in dealing with this group of creditors.
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ACTUAL RECEIPTS AND DISBURSEMENTS COMPARED TO FORECAST

51.  Walter Canada’s actual cash receipts and disbursements for the seven-week period ended
July 30, 2016 (the “Reporting Period”), as compared with the Previous Cash Flow

Forecast, are summarized in the following table:

Walter Energy Canada Holdings, Inc. et al
Summary of Actual versus Forecast Cash Flow
For the Seven-Week Period Ended July 30, 2016
Prepared on a Consolidated Basis

Unaudited (CAD $000) Actual Forecast Variance
Cash Inflow
Other Receipts 73 25 48
Total Cash Inflow 73 25 48
Cash Outflow - Operating Disburse ments
Payroll (214) (225) 11
Payroll Taxes (104) (120) 16
Benefits (72) (126) 54
Insurance (272) (400) 128
Operating Leases and Storage Facilities (7 (10) 3
Property Taxes (1,334) (715) (619)
Utilities 48) (102) 54
Fuel (52) (60) 8
Maintenance and Supplies (88) (132) 44
Environmental Monitoring and Consulting (132) (230) 98
Tenure/Lease Payments ' (60) (54) 6)
Professional Fees (150) (60) (90)
Information Technology (60) (82) 22
Total Cash Outflows - Operating Disbursements 2,593) (2,316) 277)
Cash Outflow - Non-Operating Disbursements
Restructuring Advisor Fees (990)  (1,827) 837
Bank Fees (5) (640) 635
Total Cash Qutflows - Non-Operating Disbursements 995) (2,467) 1,472
Net Cash Flow (3,515) (4,758) 1,243
Cash, beginning of period (June 12,2016) 20,867 20,867 -
Effect of Foreign Exchange translation 72 - 72
Cash, end of period (July 30, 2016) 17,424 16,109 1,315

Note 1: Readers are cautioned to read the "Report Restrictions and Scope Limitations” section of
this report.

LT
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52.  The following is a summary of the $1.2 million aggregate net favourable cash flow variance

during the Reporting Period with explanations of the more significant variances:

a)

b)

d)

The Other Receipts favourable variance of $48,000 resulted from funds received in
regards to demurrage charges from coal shipments made in previous years, as well
as refunds received from contributions made to the Medical Services Plan of British
Columbia in previous years. Neither of these receipts had been previously forecast

and therefore represent a permanent variance;

The $128,000 favourable variance for insurance was primarily the result of the
actual costs for renewal of Walter Canada’s environmental insurance policy being
lower than anticipated as the insurer was only willing to extend the policy for one

year instead of the expected two year renewal period.

The $619,000 unfavourable variance in 2016 Property Taxes was a timing difference
arising from Walter Canada’s decision to pay certain property taxes relating to mine-
specific properties earlier than had been contemplated in the Previous Cash Flow
Forecast. ‘The remaining balance of property taxes owing is approximately $1.3
million, plus any applicable late payment penalties and interest given that these
amounts were due for payment on July 4, 2016, the future payment of which is
discussed subsequently in the context of the Updated CCAA Cash Flow Forecast;

Environmental Monitoring and Consulting had a favourable variance to forecast of
$98,000 as a result of timing differences due to some significant work projects being

delayed at the various mine sites;

Walter Canada experienced an unfavourable variance of $90,000 with respect to
Professional Fees incurred in the normal course of operations due to payment of
invoices during the Reporting Period which had not been fully provided for in the

Previous Cash Flow Forecast;

Management expects that the $837,000 favourable variance for Restructuring
Advisor Fees was primarily attributable to timing differences and that this difference

will reverse as certain professional fee invoices are received; and
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2) Further to discussion in the Third Report, Walter Canada has still not paid any of
the disputed quarterly fees associated with the Letters of Credit during 2016 year to
date, with a resulting $635,000 favorable variance for Bank Fees during the
Reporting Period. The only Bank Fee disbursement during the Reporting Period
related to fees to maintain Walter Canada’s account network at BNS. Walter Canada
has begun negotiations in attempts to reduce the fees associated with the Letters of
Credit and, as such, it is uncertain whether the $640,000, or some portion thereof,
may become payable at a later date. Accordingly, the full amount of this potential
disbursement is provided for in the Updated CCAA Cash Flow Forecast.

Intercompany Charges

53.

Further to a discussion in the Third Report, three Walter Canada entities provided a total of
$1.5 million ($500,000 each) during the Reporting Period to a fourth Walter Canada entity
to fund its operating requirements (together, the “Recent Intercompany Advances”).
Attached hereto as Schedule “C” is an updated summary of total intercompany advances to
date, including the Recent Intercompany Advances, and the resulting Intercompany
Charges. The Promissory Grid Notes which document the terms and amounts of the various

intercompany advances have been updated to reflect the Recent Intercompany Advances.

UPDATED CCAA CASH FLOW FORECAST

54.

The Updated CCAA Cash Flow Forecast has been prepared by Walter Canada, with the
assistance of the Monitor, on a consolidated basis for the 26-week period ending January
28,2017 (the “Updated Cash Flow Period”) to correspond with the Extended Stay Period,
and reflects certain updated assumptions of Management based on developments to date
during the course of these CCAA Proceedings. A copy of the Updated CCAA Cash Flow

Forecast is attached hereto as Schedule “D” and is summarized in the table below:
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Walter Energy Canada Holdings, Inc. et al

Summary of the Updated CCAA Cash Flow Forecast

For the 26-week Period from July 31, 2016 to January 28, 2017
Prepared on a Consolidated Basis

Unaudited (CAD $000)

Cash Inflow
Sale Proceeds- Deposit
Sale Proceeds- balance of purchase price
Other Receipts

Total Cash Inflow

Cash Outflow - Operating Disbursements
Payroll
Payroll Taxes
Benefits
Operating Leases and Storage Facilities
Property Taxes
Utilities
Fuel
Maintenance and Supplies
Environmental Monitoring and Consulting
Tenure/Lease Payments
Professional Fees
Information Technology
Total Cash Outflows - Operating Disbursements
Cash Outflow - Non-Operating Disbursements
Restructuring Advisor Fees
KERP / Success Fees
Bank Fees
Total Cash Outflows - Non-Operating Disbursements
Net Cash Flow

Cash, beginning of period (July 31, 2016)
Cash, end of period (January 28, 2017)

150
150

(300)
(160)
(80)
(20)
(785)
(90)
(410)
(495)
(140)
(280)
(60)

(2,820)

(5,066)

(990)

(6,056)

(8,726)
17,424

8,698

Note 1: Readers are cautioned to read the "Report Restrictions and Scope
Limitations" section of this report.
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55.

An aggregate net cash outflow of $8.7 million has been forecast during the Updated Cash

Flow Period, which Walter Canada expects to fund from its current cash resources on hand.

At the end of the Updated Cash Flow Period, Walter Canada expects to have $8.7 million

of combined cash resources remaining plus any additional funds received from the

Proposed Transaction;

a) The significant components of the forecast $8.7 million net cash outflow during the

Updated Cash Flow Period are as follows:

1.

1l

1il.

iv.

Amounts relating to receipt of a deposit from the Purchaser have not been
presented in forecast receipts to preserve confidentiality. The deposit becomes
payable to Walter Canada upon its acceptance of the Successful Bid, and is

subject to the terms of the APA;

For the same reason of confidentiality, receipt of the balance of the purchase
price (net of the funded amount of the deposit) payable to Walter Canada upon

closing of the Proposed Transaction has not been presented;

Anticipated Other Receipts relate to interest expected to be received on a
monthly basis in respect of Walter Canada’s operating cash balances which

are held at BNS;

Labour costs in respect of Walter Canada’s 19 full-time employees, certain
part-time employees and one director during the Updated Cash Flow Period
are expected to consist of Payroll costs of $300,000, Payroll Taxes of $160,000
and Employee Benefit costs of $80,000, for total employee related costs of
$540,000;

Further to the earlier discussion of the variance for Property Taxes during the
Reporting Period, payment of 50% of the outstanding 2016 property taxes
which were due on July 4, 2016, plus estimated late payment penalties and

interest, has been forecast in the amount of $785,000;
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V1.

vil.

Viil.

iX.

XI.

Management forecasts Walter Canada’s other ongoing costs to maintain
operations in their current idled state will total $1.0 million during the Updated
Cash Flow Period, consisting of Utilities, Maintenance and Supplies, and
Environmental Monitoring and Consulting costs forecast at $90,000, $410,000
and $495,000, respectively. Higher maintenance and environmental related
costs are expected due to ongoing site works that are underway, as

subsequently discussed;

Tenure and Lease payments of $140,000 have been forecast during the
Updated Cash Flow period in respect of the costs to maintain Walter Canada’s

fifty percent interest in the Belcourt Saxon joint venture and certain tenures;

Professional fees incurred in the normal course of business operations outside
of specific costs associated with Walter Canada’s restructuring are forecast at

$280,000;

Forecast Information Technology costs in the amount of $60,000 pertain to
costs associated with maintaining network connections, software licensing

fees and data room costs required in conjunction with the SISP process;

Total Restructuring Advisor fees of $5.1 million have been forecast for fees
associated with services anticipated to be provided by Walter Canada’s
counsel in Canada and the UK, the Monitor and its counsel in Canada and the
US, the CRO and the Financial Advisor. Certain restructuring professional
fee invoices which had not been paid as at July 30, 2016 are included in the

Updated CCAA Cash Flow Forecast;

KERP and Success Fee payments are expected to be required to become
payable to a Walter Canada employee, the CRO and the Financial Advisor
upon closing of the Proposed Transaction but have not been provided for in
the Updated CCAA Cash Flow Forecast for reasons of confidentiality both in
respect of the KERP, the terms and payment amount of which are confidential
pursuant to a sealing order pronounced by this Honourable Court on January

5, 2016, and the aggregate consideration set out in the Successful Bid;
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Xil.

xiii.

Forecast Bank Fees in the amount of $990,000 relate to disputed fees
associated with Walter Canada’s Letters of Credit, including $640,000 of such
fees which have not been paid for the period from January 1 to June 30, 2016
(as described earlier in the discussion of the Bank Fees variance during the
Reporting Period) as well as costs to maintain Walter Canada’s operating bank
accounts at BNS. The fees are estimated at $320,000 per quarter and, given
that such fees have historically been billed to Walter Canada in arrears, the
Updated CCAA Cash Flow Forecast assumes that only the fees for the period
from January 1 to September 30, 3016 may become payable during the
Updated Cash Flow Period. As noted above, Walter Canada is in negotiations

regarding the amount of these fees; and

Gross sale proceeds resulting from the Surplus Equipment sale of US$465,000
are currently held by the Monitor. The funds held by the Monitor have been
included in the cash balances set out in the Updated CCAA Cash Flow

Forecast.
b) The Updated CCAA Cash Flow Forecast indicates that Walter Canada has the
necessary liquidity to fund its expected cash requirements to the end of the Updated
Cash Flow Period.
OTHER MATTERS

Communications with 1974 Pension Plan

56.

As discussed in further detail in the Third Report, the CRO and the Monitor provided, on a

without prejudice basis, a summary of the LOIs submitted in Phase I of the SISP as well as

updates in respect of the status of the SISP to counsel for the 1974 Pension Plan after it had

executed an NDA. Walter Canada engaged in further correspondence with counsel to the

1974 Pension Plan following Phase II of the SISP and provided a summary of the Bids

submitted in Phase II and a copy of the liquidation proposal summary to counsel for the

1974 Pension Plan.

24



57.

Various discussions and communications have taken place among counsel for the 1974
Pension Plan, Walter Canada and the Monitor concerning any 1974 Pension Plan claim, the
SISP and the Liquidation RFP Process. The Monitor and its counsel have scheduled a
meeting to take place prior to the August 15 hearing date with counsel to the 1974 Pension
Plan to respond to certain of their questions and additional information requests concerning

the Successful Bid and the Liquidation Proposals.

Proposed Enhanced Monitor Powers

58.

59.

60.

61.

Upon closing of the Proposed Transaction, all of Walter Canada’s current employees will
be employed by the Purchaser, with the result that Walter Canada will no longer have the
accounting and other required personnel resources with which to deal with banking and
other accounting and administrative matters, including the preparation of various required

tax filings for some or all of the Walter Canada entities.

To deal with this, Walter Canada and the Purchaser have agreed pursuant to the terms of
the APA to enter into a transition services agreement such that Walter Canada and the
Monitor will be provided access to certain of the employees who are to be transferred to
the Purchaser at no cost as well as to those books and records of Walter Canada which will

be transferred to the Purchaser.

In addition, Walter Canada is requesting that this Honourable Court grant certain additional
powers to the Monitor in respect of collecting all monies on behalf of Walter Canada as
well as taking control of the bank accounts of any or all of the Walter Canada entities and/or
opening new accounts in the Monitor’s name into which to receive funds on behalf of

Walter Canada (collectively, the “Enhanced Monitor Powers”).

The Monitor agrees that the Enhanced Monitor Powers are reasonable in the circumstances
in order to safeguard Walter Canada’s cash resources for the benefit of all of its economic
stakeholders until such time as they may be distributed pursuant to a Plan of Arrangement

or alternative distribution mechanism.
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Severe Rain Event in Northeastern B.C.

62.

As discussed in the Third Report, a significant rain event occurred in the area of the Walter
Canada mines on June 15 and 16, 2016, which damaged a rail loop and rail cars and also
washed out certain mine site access roads. Repairs were performed to a section of the rail
loop by CN Rail and Walter Canada is working to arrange an inspection of the repairs.
Additionally, Walter Canada is continuing to work with its insurers to assess the damage

to certain access and to understand if it has any insurable repairs.

Environmental Matters

63.

As noted in the Third Report, Walter Canada was in the process of engaging a construction
contractor to complete repairs to the Biochemical Reactor Treatment System. A contractor
has been engaged and work is currently expected to be completed before the end of August

2016.

Court Approval of Amendment to Financial Advisor Engagement Letter

64.

Walter Canada’s amendment to the FA Engagement Letter and the rationale for doing so
were discussed in the Third Report. As part of its August 2016 Application, Walter Canada
is seeking this Honourable Court’s approval of the FA Engagement Letter amendment, as
discussed in the Aziz Affidavit. The Monitor understands that the spirit and intent of the
FA Engagement Letter as originally drafted was that Walter Canada would commence
paying a monthly work fee to the Financial Advisor at the time that Walter Energy U.S.”
Chapter 11 Cases were wound up and, notwithstanding that this wind-up did not occur n
the manner originally contemplated, the Monitor is of the view that it is fair and reasonable
that the Financial Advisor should be paid this monthly work fee commencing as at April 1,
2016. No other amendments were made to the FA Engagement Letter that would impact
the economics of the arrangement which were summarized in the First Report. Accordingly,
the Monitor recommends that this Honourable Court grant the relief sought by Walter
Canada in respect of the FA Engagement Letter.
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Insurance

65.

Further to the information provided in the Third Report, Walter Canada, with the assistance
of the Monitor, continued to work with Marsh Canada after the date of the Third Report
and completed the purchase of several insurance policies, including renewing the existing
environmental coverage which had been previously arranged by Walter Energy U.S., as

well as renewing certain existing liability and other insurance policies.

Walter UK

66.

Walter UK’s updated cash flow forecast indicates that it continues to have sufficient
liquidity to meet its obligations in the near term while it continues to operate in care and
maintenance. The Monitor will discuss with Walter Canada available options for Walter

UK and assist in developing an appropriate action plan in due course.

THE MONITOR’S OBSERVATIONS AND RECOMMENDATIONS

67.

68.

69.

In the Monitor’s opinion, Walter Canada is continuing to act in good faith and with due

diligence in an effort to further its restructuring objectives.

For the reasons set out in paragraph 29 (the Monitor’s Observations) herein, and with the
information presented to this Honourable Court in the Confidential Report, the Monitor is
of the view that approval of the Proposed Transaction is in the best interests of Walter

Canada’s stakeholders compared to other offers or a liquidation.

Walter Canada continues to have liquidity to the end of the Extended Stay Period, as
presented in the Updated CCAA Cash Flow Forecast.
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70.

Based on the foregoing discussion in this report, the Monitor recommends to this

Honourable Court that it grant the following relief which is being sought by Walter

Canada:

a)

Approval of the Proposed Transaction and ancillary relief in respect of closing

matters as set out in the Aziz Affidavit;

The sealing of the Confidential Report and the Confidential Aziz Affidavit;
Approval of the Claims Process;

Approval of the amendment to the FA Engagement Letter;

Approval of the Enhanced Monitor Powers; and

The Stay Extension to January 17, 2017.

All of which is respectfully submitted this 11" day of August, 2016.

KPMG INC,, in its sole capacity as
Monitor of Walter Energy Canada Holdings, Inc. et al

Per:

Philip J. Reynolds Per:  Anthony Tillman
Senior Vice President Senior Vice President

28



Schedule “C”

Claims Process Order



SUPREME COURT
OF BRITISH COLUMBIA
VANCOUVER REGISTRY

AUG 162016 NO. S-1510120
A VANCOUVER REGISTRY

ENTERED

& N IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
8.B.C. 2002; ¢c. 57, AS AMENDED

AND
IN THE MATTER OF THE PLAN OF COMPROMISE AND ARRANGEMENT

OF WALTER ENERGY CANADA HOLDINGS, INC., AND THE OTHER PETITIONERS
LISTED ON SCHEDULE "A" TO THE INITIAL ORDER

PETITIONERS
ORDER MADE AFTER APPLICATION
(CLAIMS PROCESS ORDER)
BEFORE THE HONOURABLE ) TUESDAY, THE 16'" DAY OF

MADAM JUSTICE FITZPATRICK ; AUGUST, 2016

ON THE APPLICATION of the Petitioners coming on for hearing at Vancouver, British Columbia, on the
15th and 16th day of August, 2016; AND ON HEARING Mary [.A. Buttery, H. Lance Williams, Marc S.
Wasserman and Patrick Riesterer, counsel for the Petitioners and the Partnerships listed on Schedule A"
and Schedule “C" of the Initial Order (collectively, the "Walter Canada Group”), Peter Reardon and Wael
Rostom, counsel for KPMG Inc. and those other counsel listed on Schedule "A" hereto: AND UPON
READING the material filed, including the Third Affidavit of William E. Aziz sworn August 9, 2016 and the
Fourth Report of the Monitor dated August 11, 2016;

THIS COURT ORDERS AND DECLARES THAT:
DEFINITIONS AND INTERPRETATION
1. All capitalised terms not otherwise defined in this Claims Process Order shall have the definitions

set out in Schedule “B" hereto.

2. All references herein to time shall mean local time in Vancouver, British Columbia, Canada, and
any reference to an event occurring on a Business Day shall mean prior to 5:00 p.m. on such Business
Day unless otherwise indicated herein and any event that occurs on a day that is not a Business Day

shall be deemed to occur on the next Business Day.
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3. Ali references to the word “including” shall mean “including, without limitation.”

4. All references to the singular herein include the plural, the plural include the singular and any
gender includes all genders.

GENERAL PROVISIONS

5. The Claims Process, including the Claims Bar Date and the Restructuring Claims Bar Date is
hereby approved.
6. The Monitor, in consultation with the Walter Canada Group, is hereby authorised to use

reasonable discretion as to the adequacy of compliance with respect to the manner in which forms
delivered hereunder are completed and executed and the time in which they are submitted and may,
where it is satisfied that a Claim has been adequately proven, waive strict compliance with the
requirements of this Claims Process Order, including in respect of the completion, execution and time of
delivery of such forms, and may request any further documentation from a Claimant that the Monitor, in
consultation with the Walter Canada Group, may determine is necessary or desirable in order to enable it
to determine the validity of a Claim.

7. If any Claim arose in a currency other than Canadian dollars, then the Person making the Claim
shall complete its Proof of Claim, indicating the amount of the Claim in such currency, rather than in
Canadian dollars or any other currency. Where no currency is indicated, the Claim shall be presumed to
be in Canadian dollars. The Monitor shall subsequently calculate the amount of such Claim in Canadian
Dollars, using the Reuters closing rate on the Commencement Date (as found at
http:/iwww.reuters.com/finance/currencies).

8. Copies of all forms delivered by or to a Claimant hereunder, as applicable, and determinations of
Claims by the Monitor or the Court, as the case may be, shall be maintained by the Monitor and, subject
to further order of the Court, such Claimant will be entitled to have access in relation to their respective
Claim by appointment during normal business hours on written request to the Monitor.

MONITOR’S ROLE

9. The Monitor, in addition to its prescribed rights, duties, responsibilities and obligations under the
CCAA, the Initial Order and any other Orders of the Court in the CCAA Proceeding, is hereby directed
and empowered to implement the Claims Process set out herein, including the determination of Claims of
Claimants and the referral of any Claim to the Court and to take such other actions and fulfill such other
roles as are authorized by this Claims Process Order or incidental thereto.

10. The Monitor shall: (i) have all of the protections given to it by the CCAA, the Initial Order, any
other Orders of the Court in the CCAA Proceeding, and this Claims Process Order, and as an officer of
the Court, including the stay of proceedings in its favour; (ii) incur no liability or obligation as a result of

CAN: 22451188.1



-3-

the carrying out of the provisions of this Claims Process Order; (iii) be entitled to rely on the books and
records of the Walter Canada Group and any information provided by the Walter Canada Group and the
CRO (as defined herein), all without independent investigation; and (iv) not be liable for any claims or
damages resulting from any errors or omissions in such books, records or information.

11. Consultation with the Court-appointed Chief Restructuring Officer of the Walter Canada Group,
William E. Aziz of BlueTree Advisors Inc. (the “CRO"), shall satisfy any obligation of the Monitor in this
Claims Process Order to consult with the Walter. Canada Group.

12. [Intentionally Deleted.]

13. The Monitor, exercising its reasonable judgement may schedule a motion with the Court on notice
to the Service List to seek approval of a process for the resolution of any dispute in connection with the
Intercompany Claims and any other disputes of Claimants and related motions, including a process
regarding requests for the production of documents or any oral examinations.

14, The Monitor shall file a report with the Court as soon as practicable following the Claims Bar Date
(and serve such report on the Service List) detailing the nature and quantum of all Claims filed or
determined in accordance with this Order and the status thereof, including the nature and quantum of any
Intercompany Claims.

NOTICE OF CLAIMS

15. Forthwith after this Claims Process Order, and in any event within seven (7) Business Days
following the date of this Claims Process Order, the Monitor shall cause a Claims Package to be sent to:

(a) Each known Claimant with a Claim as evidenced in the books and records of the Walter
Canada Group as of the Commencement Date in accordance with paragraph 42 of this

Claims Process Order; and
(b) Each party having provided contact information to the Service List.

16. The Claims Package sent by the Monitor to each Employee Claimant shall include (i) a Notice of
Employee Claim that sets out the amount of such Employee Claimant's Employee Claim as determined
by the Monitor (in consultation with the Walter Canada Group) and as evidenced by the books and
records of the Walter Canada Group and the identity of the Walter Canada Group entity liable for such
Employee Claim and (i) a blank Notice of Disp‘ute of Employee Claim. Where an Employee Claimant is
represented by the United Steelworkers, a copy of the Notice of Employee Claim will be provided to the
United Steelworkers.

17. Forthwith after this Claims Process Order, and in any event within ten (10) Business Days
following the date of this Claims Process Order, the Monitor shall cause the Newspaper Notice to be
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published for one (1) Business Day in the Globe and Mail (National Edition), the Vancouver Sun, the
Chetwynd Echo and the Tumbler Ridge News.

18. Forthwith after the date of this Claims Process Order and in any event within five (5) Business
Days following the date of this Claims Process Order, the Monitor shall post on the Monitor's Website a
copy of this Claims Process Order, a blank Proof of Claim form, the Instruction Letter and a blank Notice
of Dispute form.

19. To the extent that any Claimant requests documents relating to the Claims Process prior to the
Claims Bar Date or the Restructuring Claims Bar Date, as applicable, or the Monitor becomes aware of
any further Claimants, the Monitor shall forthwith cause a Claims Package to be sent to the Claimant,
direct the Claimant to the documents posted on the Monitor's Website, and otherwise respond to the
request relating to the Claims Process as may be appropriate in the circumstances.

20. Subject to further order of the Court, any Notice of Disclaimer or Resiliation issued by a member
of the Walter Canada Group must be issued by such Walter Canada Group entity at least fifteen (15)
days prior to a scheduled Meeting Date, if any, or any adjournment thereof. Any Notice of Disclaimer or
Resiliation delivered to a Person after the date of this Claims Process Order shall be accompanied by a
Claims Package.

NOTICE SUFFICIENT

21. The forms of Instruction Letter, Employee Claim Amount Notice, Proof of Claim, Notice of Dispute
of Employee Claim, Notice of Revision or Disallowance, Notice of Dispute and Newspaper Notice
substantially in the forms attached to this Claims Process Order as Schedules “C”, “D", “E”, “F", “G", “H"
and "I, respectively, are hereby approved. Schedule “J*, Walter Canada Claims Process Key Dates, is
also approved. Despite the forgoing, the Monitor, in consultation with the Walter Canada Group, may,
from time to time, make minor changes to such forms as the Monitor, in consuitation with the Walter
Canada Group, may consider necessary or desirable and may make such changes to the key dates as

are permitted pursuant to the terms hereof.

22, Publication of the Newspaper Notice, the mailing to the known Claimants of a Claims Package in
accordance with this Claims Process Order, thé mailing to Employee Claimants of the Employee Claim
Amount Notices and completion of the other requirements of this Claims Process Order shall constitute
good and sufficient service and delivery of notice of this Claims Process Order, the Claims Bar Date and
the Restructuring Claims Bar Date on all Persons who may be entitled to receive notice and who may
wish to assert a Claim, and no other notice or service need be given or made and no other document or

material need be sent to or served upon any Person in respect of this Claims Process Order.
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FILING PROOFS OF CLAIM FOR CLAIMS OTHER THAN RESTRUCTURING CLAIMS

23. Subject to paragraphs 25 and 28 hereof, any Claimant who wishes to assert a Claim (other than a
Restructuring Claim) against any of the members of the Walter Canada Group and/or any Director and/or
Officer shall file a Proof of Claim with the Monitor in the manner set out in paragraph 43 hereof so that the
Proof of Claim is received by the Monitor by no later than the Claims Bar Date.

24. Subject to paragraphs 25 and 28 hereof, any Person who does not file a Proof of Claim as
provided for in paragraph 23 hereof so that such Proof of Claim is received by the Monitor on or before
the Claims Bar Date, or such later date as the Monitor, in consultation with the Walter Canada Group,

may agree in writing or the Court may otherwise direct, shall:

(a) be and is hereby forever barred, estopped and enjoined from asserting or enforcing any
Claim against any of the Walter Canada Group entities and/or any of the Directors and/or

Officers and all such Claims shall forever be extinguished;
(b) not be permitted to vote on any Plan on account of such Claim;

(c) not be permitted to participate in any distribution under the Plan, from the proceeds of
any sale of the Walter Canada Group's assets or otherwise on account of such Claim(s);

and

(d) not be entitled to receive further notice in respect of the Claims Process, these CCAA

Proceedings or the Meeting Dates.

25, Notwithstanding paragraphs 23 and 24 hereof, any Employee Claimant who receives an
Employee Claim Amount Notice and who does not dispute the Employee Claim as set forth in the
Employee Claim Amount Notice is not required to file a Proof of Claim by the Claims Bar Date. If an
Employee Claimant who receives an Employee Claim Amount Notice does not file a Notice of Dispute of
Employee Claim by the Claims Bar Date, then the Employee Claim as set out in such Employee
Claimant's Employee Claim Amount Notice shall be such Employee's Allowed Claim for voting and
distribution purposes. For the purposes of their Employee Claim, if the Monitor determines, in its
discretion, that the Claims Process would be furthered thereby, all unionized Employees who have not yet
been terminated as of the date of this Order shall be deemed to have been terminated as of the date of
this Order solely for the purpose of calculating the value of their Employee Claim; provided, however, that
nothing in this Order affects the rights of those unionized employees under their collective agreement or
the operation of s. 35 of the Labour Relations Code.

28. Any Employee Claimant who receives an Employee Claim Amount Notice and wishes to dispute
the amount set out therein shall file a Notice of Dispute of Employee Claim with the Monitor in the manner
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set out in paragraph 43 hereof so that the Notice of Dispute of Employee Claim is received by the Monitor
by no later than the Claims Bar Date.

27. Notwithstanding anything contained in this Claims Process Order, Unaffected Claims shall not be
extinguished or affected by this Claims Process Order and, for greater certainty, paragraph 24 shall not
apply to the Unaffected Claims.

FILING PROOFS OF CLAIM FOR RESTRUCTURING CLAIMS

28. Notwithstanding paragraphs 23 and 24 hereof, any Claimant who wishes to assert a
Restructuring Claim against any member of the Walter Canada Group and/or any Director and/or Officer
shall file a Proof of Claim with the Monitor in the manner set out in paragraph 43 hereof so that the Proof
of Claim is received by the Monitor no later than the Restructuring Claims Bar Date. All other dates
contained herein (other than the Claims Bar Date), shall apply equally to any Restructuring Claims.

29. Any Person that does not file a Proof of Claim in respect of a Restructuring Claim as provided for
in paragraph 28 hereof, so that the Proof of Claim is received by the Monitor on or before the
Restructuring Claims Bar Date, or such later date as the Monitor, in consultation with the Walter Canada
Group, may agree in writing or the Court may otherwise direct, shall:

(a) be and is hereby forever barred, estopped and enjoined from asserting or enforcing any
Restructuring Claim against any of the Walter Canada Group entities and/or any of the
Directors and/or Officers and all such Restructuring Claims shall be forever extinguished:;

(b) not be permitted to vote on the Plan on account of such Restructuring Claim(s);

(c) not be permitted to participate in any distribution under any Plan, from the proceeds of
any sale of the Walter Canada Group's assets or otherwise on account of such

Restructuring Claim(s); and,

(d) not be entitled to receive further notice in respect of the Claims Process, these CCAA
Proceedings or the Meeting Dates (unless such Person is aiso a Claimant with a Claim
other than such Restructuring Claim entitling such Person to further notice in these

proceedings).

UMWA 1974 PENSION PLAN CLAIMS

30. Notwithstanding any other provision of this Claims Process Order, the UMWA 1974 Pension Plan
Claim shall be adjudicated by this Court under a procedure to be determined more fully by subsequent
Order of this Court after completion of the foliowing steps, which hereby are ordered to be taken;
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(a) On or before August?28, 2016, the UMWA 1974 Pension Plan is authorized but not
directed to file and deliver to the Service List a notice of claim substantially in Form 1 of
the Supreme Court Civil Rules; and

(b) On or before September 26, 2016 any person on the Service List who contests the
UMWA 1974 Pension Plan Claim filed pursuant to sub-paragraph (a) of this paragraph 30
is authorized but not directed to file and deliver to the Service List a response to notice of
claim substantially in Form 2 of the Supreme Court Civil Rules; and

{(c) On or before the Claims Bar Date, the UMWA 1974 Pension Plan may file and deliver to
the Service List a reply substantially in Form 7 of the Supreme Court Civil Rules.

31. Promptly upon completion of sub-paragraphs (a), (b) and (c) of paragraph 30 of this Claims
Process Order, the Monitor shall, in consultation with counsel for the UMWA 1974 Pension Plan, seek a
scheduling appointment before the Court, on notice to the Service List, to seek further directions
concerning the procedure for adjudicating the UMWA 1974 Pension Plan Claim.

32. Pending the determination of the UMWA 1974 Pension Plan Claim, the UMWA 1974 Pension
Plan Claim shall not be accepted or determined as Allowed Claims pursuant to this Claims Process
without approval of this Court, but the UMWA 1974 Pension Plan shall have the same rights and
entitlements in respect of the Claims Process as Claimants who file Proofs of Claim in accordance with
paragraphs 23 or 28 hereof.,

33. If the UMWA 1974 Pension Plan does not a notice of claim pursuant to sub-paragraph (a) of
paragraph 30, paragraph 24 hereof shall apply and the UMWA 1974 Pension Plan Claim shall be forever
barred.

ADJUDICATION OF CLAIMS

34. The Monitor shall provide the Walter Canada Group's counsel with copies of all Proofs of Claim,
Employee Claim Amount Notices, Notices of Dispute of Employee Claims, Notices of Dispute and any
other materials delivered by or filed with the Monitor pursuant to the Claims Process. The Monitor shall
grant the Walter Canada Group and its legal counsel access to a database to be created by the Monitor,
which includes, among other things:

(a) a regularly updated claims register;
(b) electronic copies of all Proofs of Claim filed with the Monitor;
(c) electronic copies of all Employee Claim Amount Notices delivered by the Monitor;

(d) electronic copies of ail Notices of Dispute of Employee Claims filed with the Monitor;
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(e) electronic copies of all Notices of Revision or Disailowance issued by the Monitor; and,
(f) electronic copies of all Notices of Dispute filed with the Monitor.
35. The Monitor, in consultation with the Walter Canada Group, shall review all Proofs of Claim,

Notices of Dispute of Employee Claim and other Claims Process materials received on or before the
Claims Bar Date or the Restructuring Claims Bar Date, as applicable, and shall accept, revise or disallow
each Pre-Commencement Claim, Restructuring Claim or Employee Claim, as applicable, as set out
therein. If the Monitor, in consultation with the Walter Canada Group, wishes to revise or disallow a Pre-
Commencement Claim, a Restructuring Claim or an Employee Claim, the Monitor shall, by no later than
November 7, 2016 or thirty (30) Business Days after the Restructuring Claims Bar Date, as applicable,
send such Claimant a Notice of Revision or Disallowance advising that the Claimant's Claim as set out in
its Proof of Claim has been revised or disallowed and the reasons therefore. Where an Employee
Claimant is represented by the United Steelworkers, a copy of the Notice of Revision of Disallowance will
be provided to the United Steelworkers. If the Monitor does not send a Notice of Revision or Disallowance
to a Claimant by such date or such other date as may be determined by the Menitor, in consultation with
the Walter Canada Group, and on notice to the Claimant, the Claim set out in the applicable Proof of
Claim shall be an Allowed Claim for voting and/or distribution purposes. Unless otherwise agreed to by
the Monitor, in consultation with the Walter Canada Group, or ordered by the Court, all Claims set out in
Proofs of Claim that are filed after the Claims Bar Date or the Restructuring Claims Bar Date, as
applicable, are deemed to be disallowed and the Monitor need not deliver a Notice of Revision or
Disallowance in respect of such Claim.

36. Any Claimant who is sent a Notice of Revision or Disallowance pursuant to paragraph 35 hereof
and wishes to dispute such Notice of Revision or Disallowance shall deliver a completed Notice of
Dispute to the Monitor by no later than 5:00 p.m. on the later of December 6, 2016 or the day which is
twenty (20) Business Days after the date of the applicable Notice of Revision or Disallowance or such
other date as may be agreed to by the Monitor. If a Claimant fails to deliver a Notice of Dispute by such
date, the Claim set out in the applicable Notice of Revision or Disallowance, if any, shall be deemed to be
an Allowed Claim for voting and/or distribution purposes. Where an Employee Claimant is represented by
the United Steelworkers, a Notice of Dispute may be filed by the United Steelworkers and may represent

the employee in the resolution of the disputed Claim.

37. Upon receipt of a Notice of Dispute, the Monitor, in consultation with the Walter Canada Group,

may attempt to consensually resclve the disputed Claim.

38. If the Monitor, in consuitation with the Walter Canada Group, and the Claimant consensually
resolve the disputed Claim, such Claim (as resolved) shall be an Allowed Claim.
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39. If the disputed Claim cannot be consensually resolved the disputing party may bring a motion on
a de novo basis before the Court in these proceedings to resolve the disputed Claim by the later of
January 9, 2016 and the day that is twenty (20) Business Days after the date of delivery of a Notice of
Dispute, or such time as may be extended by agreement between the Claimant and the Monitor.

40. Notwithstanding any other provision of this Order, the Monitor may refer any Claim to the Court
for adjudication by sending written notice to the Claimant at any time, including, for greater certainty, in
lieu of sending a Notice of Revision or Disallowance to any Claimant.

NOTICE OF TRANSFEREES

41. Subject to the terms of the order fixing a Meetings Date and the Plan if, after the Commencement
Date, the holder of a Claim transfers or assigns the whole of such Claim to another Person, neither the
Monitor nor the Walter Canada Group shall be obligated to give notice or otherwise deal with the
transferee or assignee of such Claim in respect thereof unless and until actual written notice of such
transfer or assignment, together with satisfactory evidence of such transfer or assignment shall have
been received and acknowledged by the relevant member of the Walter Canada Group and the Monitor in
writing and the Monitor has acknowledged such transfer through written notice to the transferor and
thereafter such transferee or assignee shall for the purposes hereof constitute the “Claimant” in respect of
such Claim. Any such transferee or assignee of a Claim shall be bound by any notices given or steps
taken in respect of such Claim in accordance with the Claims Process prior to the receipt and
acknowledgement by the relevant member of the Walter Canada Group and the Monitor of the delivery of
satisfactory evidence of such transfer or assignment. A transferee or assignee of a Claim takes the Claim
subject to any rights of set-off to which a member of the Walter Canada Group may be entitled with
respect to such Claim. For greater certainty, a transferee or assignee of a Claim is not entitled to set-off,
apply, merge, consolidate or combine any Claims assigned or transferred to it against or on account or in
reduction of any amounts owing by such Person to any of the Walter Canada Group entities. Reference
to a transfer in this Claims Process Order includes a transfer or assignment whether absolute or intended

as security.

SERVICES AND NOTICES

42, The Monitor may, unless otherwise specified by this Claims Process Order, serve and deliver the
Claims Package, any Notices of Revision or Disallowance, any letters, notices or other documents to a
Claimant or any other interested Person by forwarding true copies thereof by prepaid ordinary mail,
courier, personal delivery, or electronic transmission to such Persons at their respective addresses or
contact information as last shown on the records of the Walter Canada Group entities or set out in such
Claimant's Proof of Claim. Any such service and‘ delivery shall be deemed to have been received:
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(a) It sent by ordinary mail, on the third Business Day after mailing within British Columbia,
the fifth Business Day after mailing within Canada (other than British Columbia) and the
seventh Business Day after mailing outside of Canada;

(b) If sent by courier or personal delivery, on the next Business Day following dispatch:

(c) If delivered by electronic transmission, by 5:00 p.m. on a Business Day on such Business
Day and if delivered after 5:00 p.m. or other than a Business Day, on the following
Business Day.

43. Any Proofs of Claim, Notice of Dispute of Employee Claim, Notice of Dispute or other notice or
communication to be provided or delivered by a Claimant to the Monitor under this Claims Process Order,
shall be in writing in substantially the form, if any, provided for in this Claims Process Order and will be
sufficiently given only if delivered by prepaid registered mail, courier, personal delivery, or email
addressed to;

KPMG Inc.

Court-appointed Monitor of Walter Energy Canada Holdings, Inc., et al
777 Dunsmulir St

Vancouver, BC V7Y 1K3

Attention: Mark Kemp-Gee/Mike Clark
Email; mkempgee@kpmg.ca, maclark@kpmg.ca
Phone: 604-691-3397, 604-691-3468

Any such notice or communication delivered by a Claimant shall be deemed to be received upon actual
receipt thereof by the Monitor before 5:00 p.m. (Vancouver Time) on a Business Day or, if delivered after
5.00 p.m. (Vancouver Time), on the next Business Day.

44. If during any period which notice or other communications are being given pursuant to this Claims
Process Order, a postal strike or postage work stoppage of general application should occur, such notice
or other communications sent by ordinary mail and then not received shall not, absent further Order of
this Court, be effective, and notices and other communications given hereunder during the course of any
such postage strike or work stoppage of general application shall only be effective if given by courier,
personal delivery, email or posting on the Monitor's Website.

45, In the event this Claims Process Order is later amended by further Order of the Court, the Monitor
may post such further Order on the Monitor's Website and serve such further Order on the Service List,
and such posting and service shall constitute adequate notice to Claimants of such amended claims
procedure.
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MISCELLANEOUS

46. Notwithstanding any other provisions of this Claims Process Order, the solicitation by the Monitor
of Proofs of Claim, and the filing by any Claimant of any Proof of Claim shall not, for that reason only,
grant any Person standing in these CCAA Proceedings or rights under any proposed Plan.

47, Nothing in this Claims Process Order shall constitute or be deemed to constitute an allocation or
assignment of Claims or Unaffected Claims by the Walter Canada Group into particular affected or
unaffected classes for the purpose of a Plan.

48, Nothing in this Order shall prejudice the rights and remedies of any Directors, Officers, the Chief
Restructuring Officer or other Persons under the Directors’ Charge, any other Charge or any applicable
insurance policy or prevent or bar any Person from seeking recourse against or payment from the Walter
Canada Group's insurance and any Director’s or Officer's liability insurance policy or policies that exist to
protect or indemnify the Directors, Officers, or other Persons, whether such recourse or payment is
sought directly by the Person asserting a Claim or a Directors/Officers Claim from the insurer or
derivatively through the Director, Officer or any other Person, including any member of the Walter Canada
Group; provided, however, that nothing in this Order shall create any rights in favour of such Person
under any policies of insurance nor shall anything in this Order limit, remove, modify or alter any defence
to such claim available o the insurer pursuant to the provisions of any insurance policy or at law; and
further provided that any Claim or Directors/Officers Claim or portion thereof for which the Person
receives payment directly from, or confirmation that she is covered by, the Walter Canada Group's
insurance or any Director's or Officer's liability insurance or other liability insurance policy or policies that
exist to protect or indemnify the Directors, Officers or other Persons shall not be recoverable as against
the Walter Canada Group or a Director, Officer, or other Person, as applicable.

49. The Claims Bar Date and the Restructuring Claims Bar Date, and the amount and status of every
Allowed Claim, as determined under the Claims Process, including any determination as to the nature,
amount, value, priority or validity of any Claim, including any secured claim, shall continue in full force and
effect and be final for all purposes (except as expressly stated in any Notice of Disallowance or Revision
or settlement or order of the Court), including in respect of any Plan and voting thereon (unless provided
for otherwise in any Order of Court), and, including for any distribution made to Claimants of any of the
Walter Canada Group entities, whether in these CCAA Proceedings or in any of the proceedings
authorised by this Court or permitted by statute, including a receivership proceeding or bankruptcy

affecting any member of the Walter Canada Group.

50. In carrying out the terms of this Claims Process Order and aiding the Monitor in accordance with
the terms of this Claims Process Order, the CRO shall:

(a) be entitled to rely on all of the protections granted to it in the SISP Order;
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(b) be entitled to rely on the books and records of the Walter Canada Group entities and any
information provided by the Walter Canada Group entities, all without independent
investigations; and

(c) shall not be liable for any claims or damages resulting from any errors or omissions in
such books, records or information.

51, Notwithstanding the terms of this Claims Process Order, the Walter Canada Group and the
Monitor may apply to this Court from time to time for advice and directions from this Court with respect to
this Claims Process Order, including the Claims Process and the schedules to this Claims Process Order,
or for such further Order or Orders as either of them may consider necessary or desirable to amend,
supplement or replace this Order, including any schedule to this Order.

APPROVAL

52, Endorsement of this Order by counsel appearing on this application is hereby dispensed with.

THIS COURT REQUESTS the aid, recognition and assistance of other Canadian and foreign Courts,
tribunal, regulatory or administrative bodies, including any Court or administrative tribunal of any Federal
or State Court or administrative body in the United States of America, to act in aid of and be
complementary to this Court in carrying out the terms of this Claims Process Order where required. All
courts, tribunals, regulatory and administrative bodies are hereby respectfully requested to:

(a) make such orders and to provide such assistance to the Walter Canada Group and to the
Monitor, as an officer of this Court, as may be necessary or desirable to give effect to this

Claims Process Order;

(b) grant representative status to any of the Walter Canada Group entities and the Monitor to
act on behalf of any or all of the Walter Canada Group entities in any foreign proceeding;
and,

(c) assist the Walter Canada Group, the Monitor and the respective agents of each of the
forgoing in carrying out the terms of this Claims Process Order.

In addition, each of the Walter Canada Group entities and the Monitor shall be at liberty, and is hereby
authorized and empowered, to make such further applications, motions or proceedings to or before such
other courts and judicial regulatory and administrative bodies, and take such other steps, in Canada, the
United States of America or elsewhere, as may be necessary or advisable to give effect to this Claims
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Process Order and any other Order granted by this Court.

THE FOLLOWING PARTIES APPROVE THE FORM OF THIS ORDER AND CONSENT TO EACH OF
THE ORDERS, IE ANY, THAT ARE INDICATED ABOVE AS BEING BY CONSENT:

— — - -

Lawyers for the Petitioners

DLA Piper (Canada) LLP
(Mary LA. Buttery and H. Lance Williams)

and

Osler, Hoskin & Harcourt LLP
(Marc Wasserman and Patrick Riesterer)

BY THE COURT

A=

REGISTRAR \
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Schedule “A”

Counsel List

Name

Party Represented

Kathryn Esaw
Angela Crimeni

Canadian Counsel for Morgan Stanley Senior
Funding, Inc., as Administrative Agent and
Collateral Agent under the First Lien Credit
Facility

John Sandrelli
Tevia Jeffries

UMWA 1974 Pension Plan and Trust

Heather L. Jones

Kevin James

Aaron Welch Her Majesty the Queen in right of British
Columbia
Craig Bavis USW, Local 1-424

Stephanie Drake

Kieran Siddall

Pine Valley Mining Corporation

David Wachowich
Leanne Krawchuck (by phone)

Conuma Coal Resources Limited
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Schedule “B”

Definitions

“Allowed Claim” means the amount, status and/or validity of the Claim of a Claimant finally determined in
accordance with the Claims Process, which shall be final and binding for voting and/or distribution
purposes under the Plan or otherwise. A Claim will be “finally determined” and become an Allowed Claim
in accordance with the Claims Process if:

i. An Employee Claimant was sent an Employee Claim Amount Notice by the
Monitor and the Employee Claimant does not file a Notice of Dispute of
Employee Claim by the Claims Bar Date;

ii. A Claimant filed a Proof of Claim by the Claims Bar Date or the Restructuring
Claims Bar Date, as applicable, and the Monitor has not sent a Notice of
Revision or Disallowance by the deadline set out in paragraph 35 of the Claims
Process Order;

iii. The Monitor has sent the Claimant a Notice of Revision or Disallowance in
accordance with the Claims Process and the Claimant has not sent a Notice of
Dispute in response by the deadline set out in paragraph 36 of the Claims
Process Order;

iv. The Claimant sent a Notice of Dispute by the deadline set out in paragraph 36
and the Monitor and the Claimant have consensually resolved the disputed
Claim; or

V. The Court has made a determination with respect to the Claim and no appeal or

application for appeal therefrom has been taken or served on either party, or if
any appeal(s) or applications for leave to appeal or further appeal have been
taken therefrom or served on either party, any (and all) such appeal(s) or
application(s) have been dismissed, determined or withdrawn;

"Business Day”’ means any day, other than a Saturday, Sunday or holiday, on which banks in
Vancouver, British Columbia are generally open for business;

"CCAA" means the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended,

“CCAA Charge” means any of the charges granted by the Court in the CCAA Proceedings pursuant to
the Initial Order, the SISP Order and any further Orders of the Court;

“CCAA Proceedings” means the CCAA proceedings commenced by the Walter Canada Group, being
Supreme Court of British Columbia Action No. $-1510120, on the Commencement Date pursuant to the
[nitial Order;

“Claim” means (i) any Pre-Commencement Claim, (i) any Restructuring Claim,; (iii) any Employee Claim
(iv) any Intercompany Claim, (v) any Directors/Officers Claim, or (vi) the UMWA 1974 Pension Plan
Claims;

“Claims Bar Date" means October 5, 2016 at 5:00 p.m. (Vancouver Time) or such other date as may be
ordered by the Court;

“Claims Package” means the document package which includes a copy of (i) this Claims Process Order;
(i) the Instruction Letter, (iii) a blank Proof of Claim, and (v) such other materials as the Monitor, in
consultation with the Walter Canada Group, considers necessary or appropriate,
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“Claims Process” means the call for claims to be administered by the Monitor, in consuitation with the
Walter Canada Group, pursuant to the terms of this Claims Process Order,

*Claims Process Order” means this Order establishing a claims process;
“Commencement Date" means December 7, 2015;
“Court’ means the Supreme Court of British Columbia;

“Claimant” means any Person asserting a Claim, whether such Person is located in Canada, the United
States or elsewhere, and includes, without limitation, the transferee or assignee of a transferred Claim
that is recognised in accordance with paragraph 41 hereof, or a trustee, liquidator, receiver, manager or
other Person acting on behalf of such Person;

"CRO" has the meaning attributed to it in paragraph 11 of the Claims Process Order;

“Director” means any Person who is or was, or may be deemed to be or have been, whether by statute,
operation of law or otherwise, a director of any one or more members of the Walter Canada Group;

"Directors/Officers Claim” means any right or claim of any Person against one or more of the Directors
and/or Officers that relates to a Pre-Commencement Claim or a Restructuring Claim, however arising, for
which the Directors and/or Officers are by statute or otherwise by law liable to pay in their capacity as
Directors and/or Officers;

“Dispute Package” means, with respect to any Claim, a copy of the related Proof of Claim, Notice of
Revision or Disallowance and Notice of Dispute;

“Employees” means all employees of the Walter Canada Group as at the Commencement Date
(including inactive employee of a Walter Canada Group entity as of the Commencement Date and
including any employees of the Wolverine mine who were terminated after the Commencement Date due
to the expiration of any recall or other rights under the applicable collective bargaining agreement), and
“Employee” means any one of them. For the avoidance of doubt, Employee does not include individuals
whose employment was terminated for any reason, without regard to any period of notice, prior to the
Commencement Date;

“‘Employee Claim” means a Claim held by an Employee against a Walter Canada Group entity in respect
of Wages and Benefits and, for greater certainty, does not include any other Claim of an Employee;

“Employee Claimant” means an Employee with an Employee Claim;

‘Employee Claim Amount Notice” means a form of notice in which the Monitor may include in an
Employee’s Claims Package setting out the Monitor's determination of such Claimant Employee's Claim,
which shall be in substantially the form set out in Schedule “D”;

“Financial Advisor" means PJT Partners LP as financial advisor to the Walter Canada Group;

“Initial Order” means the Order of this Honourable Court granted on December 7, 2015 in these CCAA
Proceedings, as amended;

“‘Instruction Letter" means the letter regarding completion of a Proof of Claim, which letter shall be
substantially in the form attached hereto as Schedule “C”;
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“Intercompany Claim” means: (i) any Claim of a member of the Walter Canada Group against another
member of the Walter Canada Group (including for greater certainty any amount secured by one of the
CCAA Charges) and (i) any Claim by Walter Energy, Inc. or any of its non-Canadian affiliates against the
Walter Canada Group in respect of the Hybrid Debt Structure (as defined in the First Affidavit of William
E. Harvey sworn December 5, 2015 in these proceedings), but excluding any other Claims of Walter
Energy, Inc. or any of its non-Canadian affiliates against the Walter Canada Group and any Claims that
Warrior Met Coal, LLC acquired from Walter Energy, Inc. or any of its U.S. affiliates against the Walter
Canada Group;

“Lien” means any valid and enforceable mortgage, charge, pledge, assignment by way of security, lien,
hypothec, security interest, deemed trust or other encumbrance granted or arising pursuant to a written
agreement or statute or otherwise created by law;

"Meeting Date” means the date set for the meetlng of the Walter Canada Group’s Claimants, to be set by
further Order of the Court;

“Monitor” means KPMG Inc., in its capacity as Court-appointed Monitor pursuant to the Initial Order;

“Monitor's Website” means the Monitor's website located at
http://iwww.kpmg.com/ca/walterenergycanada;

‘Newspaper Notice” means the notice of Claims Process to be published in the newspapers listed in
paragraph 17 of this Claims Process Order, calling for any and all Claims of Claimants against the Walter
Canada Group in substantially the form attached hereto as Schedule “|”;

“Notice of Disclaimer or Resiliation” means a written notice in any form issued on or after the
Commencement Date by a member of the Walter Canada Group, with the prior consent of the Monitor,
advising a Person of the restructuring, disclaimer, resiliation, termination or breach of any contract,
employment agreement, lease or other agreement or arrangement of any nature whatsoever, whether
written or oral, and whether such restructuring, disclaimer, resiliation, termination or breach took place or
takes place before or after the date of this Claims Process Order;

“Notice of Dispute” means the notice that may be delivered by a Claimant who has received a Notice of
Revision or Disallowance disputing such Notice of Revision or Disallowance, which notice shall be in
substantially the form attached hereto as Schedule “H”;

“Notice of Dispute of Employee Claim” means the notice that may be delivered by an Employee
Claimant who has received an Employee Claim Amount Notice and disputes the amount of the Employee
Claim set out therein, which notice shall be in substantially the form attached hereto as Schedule “E”;

“Notice of Revision or Disallowance” means the notice that may be delivered by the Monitor to a
Claimant advising that the Monitor has revised or disallowed in whole or in part such Claimant's Claim as
set out in its Proof of Claim, which notice shall be substantially in the form attached hereto as Schedule -
“G";

“Officer” means any Person who was, or may be deemed to be or have been, whether by statute,
operation of law or otherwise, an officer of any one or more members of the Walter Canada Group;

“Person” means any individual, firm, partnership, joint venture, venture capital fund, association, trust,
trustee, executor, administrator, legal personal representative, estate, group, body corporate (including a
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limited liability company and an unlimited liability company), corporation, unincorporated association or
organisation, governmental authority, syndicate or other entity, whether or not having legal status;

‘Plan” means any plan of compromise or arrangement of the Walter Canada Group pursuant to the
CCAA, or any scheme of distribution by a trustee in bankruptcy of the Walter Canada Group under the
Bankruptcy and Insolvency Act.

‘Pre-Commencement Claim" means any right or claim of any Person that may be asserted or made in
whole or in part against the Walter Canada Group (or any of them), whether or not asserted or made, in
connection with any indebtedness, liability or obligation of any kind whatsoever and any interest accrued
thereon or costs payable in respect thereof, in existence on, or which is based on, an agreement, event,
fact, act or omission or other matter which occurred, was entered into or relates in whole or in part prior to
the Commencement Date, at law or in equity by reason of the commission of a tort (intentional or
unintentional), any breach of contract or other agreement (oral or written), any breach of duty (including
without limitation, any legal, statutory, equitable or fiduciary duty), any right of ownership or title to
property or assets, any other claim on property or assets (including a royalty right or intellectual property
right), or right to a trust or deemed trust (statutory, express, implied, resulting, constructive or otherwise)
or for any reason whatsoever against any members of the Walter Canada Group or any of their property
or assets, any whether or not any indebtedness, liability or obligation is reduced to judgment, liquidated,
un-liquidated, fixed, contingent, matured, unmatured, disputed, undisputed, legal, equitable, secured,
unsecured, present, future, known or unknown, by guarantee, surety or otherwise and whether or not any
right or claim is executive or anticipatory in nature including any right or ability of any Person to advance a
claim for contribution or indemnity or otherwise with respect to any matter, action, cause or chose in
action whether existing at present or commenced in the future, together with any other rights or claims not
referred to above that are or would be claims provable in bankruptcy had the Walter Canada Group (or
any of them) become bankrupt on the Commencement Date and, for greater certainty, includes any Tax
Claim; provided, however, that “Pre-Commencement Claim” shall not include an Employee Claim or an
Unaffected Claim;

“Proof of Claim" means the form to be completed and filed by a Claimant setting forth its proposed
Claim, which shall be substantially in the form attached hereto as Schedule “E”,

“Restructuring Claim" means any right or claim of any Person against the Walter Canada Group {or any
of them) in connection with any indebtedness, liability or obligation of any kind whatsoever owed by the
Walter Canada Group (or any of them) to such Person arising out of the restructuring, disclaimer,
resiliation, termination or breach on or after the Commencement Date of any contract, employment
agreement, lease or other agreement or arrangement, whether written or oral, and whether such
restructuring, disclaimer, resiliation, termination or breach took place or takes place before or after the
date of this Claims Process Order; provided, however, that "Restructuring Claim” shall not include an
Employee Claim, an UMWA 1974 Pension Plan Claim or an Unaffected Claim;

‘Restructuring Claims Bar Date” means the later of (i) the Claims Bar Date; and (ii) 5:00 p.m.
(Vancouver Time) on the day that is twenty (20) Business Days after the date of the applicable Notice of
Disclaimer or Resiliation or such other date as may be ordered by the Court;

“SISP Order” means the Order of this Honourable Court granted on January 5, 2016 in these CCAA
Proceedings approving, among other things, a sale and investment solicitation process with respect to the
Walter Canada Group's assets.

“Tax" or "Taxes” means any and all taxes, duties, fees, premiums, assessments, imposts, levies and
other charges of any kind whatsoever, including all interest, penalties, fines, additions to tax or other
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additional amounts in respect thereof, and including those levied on, or measured by, or referred to as,
income, gross receipts, profits, capital, transfer, land transfer, sales, goods and services, harmonized
sales, use, value-added, excise, stamp, withholding, business, franchising, property, development,
occupancy, employer health, payroll, employment, health, social services, education and social security
taxes, all surtaxes, all customs duties and import and export taxes, countervail and anti-dumping, all
licence, franchise and registration fees and all employment insurance, health insurance and Canada,
Quebec and other government pension plan premiums or contributions.

“Tax Claim” means any Claim against the Walter Canada Group (or any of them) for any Taxes in
respect of any taxation year or period ending on or prior to the Commencement Date, and in any case
where a taxation year or pericd commences on or prior to the Commencement Date, for any Taxes in
respect of or attributable to the portion of that taxation period commencing prior to the Commencement
Date and up to and including the Commencement Date. For greater certainty, a Tax Claim shall include,
without limitation, any and all Claims of any Taxing Authority in respect of transfer pricing adjustments
and any Canadian or non-resident Tax related thereto;

“Taxing Authorities” means Her Majesty the Queen, Her Majesty the Queen in right of Canada, Her
Majesty the Queen in right of any province or territory of Canada, the Canada Revenue Agency, any
similar revenue or taxing authority of each and every province or territory of Canada and any political
subdivision thereof, the Internal Revenue Service and any similar revenue or taxing authority of the
federal or state governments of the United States of America and any Canadian or foreign governmental
authority and “Taxing Authority" means any one of the Taxing Authorities;

“UMWA 1974 Pension Plan Claim" means any claim alleged by or on behalf of the United Mine Workers
of America 1974 Pension Plan and Trust against any member of the Walter Canada Group;

“United Steelworkers" means the United Steelworkers, Local 1-424;
“Unaffected Claim” means, subject to further Order of this Court,

i, Any right or claim of any Person that may be asserted or made in whole or in part
against the Walter Canada Group (or any of them) in connection with any
indebtedness, liability or obligation of any kind which arose in respect of
obligations first incurred on or after the Commencement Date (other than
Restructuring Claims and Directors/Officers Claims) and any interest thereon,
including any obligation of the Walter Canada Group toward Claimants who have
supplied or shall supply services, utilities, goods or materials or who have or shall
have advanced funds to the Walter Canada Group on or after the
Commencement Date, but only to the extent of their claims in respect of the
supply of such services, utilities, goods, materials or funds on or after the
Commencement Date;

ii. Any claim of any bank in respect of the Cash Management System as described
in the Initial Order,;

il. Any claim secured by any CCAA Charge;

iv. Any Intercompany Claim;

v, That portion of the Claim arising from a cause of action for which the Walter
Canada Group entities are covered by insurance, but only to the extent of such
coverage; '

vi. Any claim referred to in sections 6(3), 6(5) and 6(6) of the CCAA;
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vil. Any claims with respect to reasonable fees and disbursements of the CRO, the
Financial Advisor, counsel of the Walter Canada Group and the Monitor or any
Assistant (as defined in paragraph 4 of the Initial Order);

‘Wages and Benefits" means all outstanding wages, salaries, benefits (including, but not limited to,
medical, dental, disability, life insurance, post-retirement and pension benefits and any other similar
benefits, plans or arrangements, employee assistance programs, and any contributions in respect of such
benefits, plans, arrangements or programs) vacation pay, holiday pay, overtime pay, expense
reimbursements, commissions, bonuses and other incentive compensation, payments under employment
agreements or arrangements, collective bargaining agreements, stock options, profit sharing or other
equity compensation, pay in lieu of notice, severance pay and termination pay, any amounts payable
under the Employment Standards Act, any monies payable under the Labour Relations Code or due to
order of the Labour Relations Board, in all cases whether owing under common law, contract, statute or
otherwise.
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Schedule “C”
FORM OF INSTRUCTION LETTER

INSTRUCTION LETTER
FOR THE CLAIMS PROCESS FOR THE CLAIMANTS OF WALTER ENERGY CANADA HOLDINGS,
INC. AND THE PETITIONERS AND PARTNERSHIPS LISTED ON SCHEDULE “A” AND SCHEDULE
“C"”, RESPECTIVELY, OF THE INITIAL ORDER (collectively, the “Walter Canada Group”)

1. Claims Procedure

By order of the Supreme Court of British Columbia (the “Court") dated ®, 2016 (as may be amended,
restated or supplemented from time to time, (the "Claims Process Order”), in the proceeding
commenced by Walter Energy Canada Holdings, Inc. and the other Petitioners listed on Schedule "A” to
the Initial Order under the Companies’ Creditors Arrangement Act, R.S.C. 1985 ¢. C-36, as amended (the
“CCAA”), KPMG Inc., in its capacity as the Court-appointed Monitor of the Walter Canada Group (the
“Monitor”), has been authorised to conduct a claims process with respect to claims against the Walter
Canada Group entities (the “Claims Process"). A copy of the Claims Process, with all schedules, may be
found on the Monitor's Website at: http://www.kpmg.com/ca/walterenergycanada. Capitalised terms used
in this letter which are not defined in this letter shall have the meaning ascribed to them in the Claims
Process Order.

This letter provides instructions for completing the Proof of Claim. A blank Proof of Claim is included with
this letter.

The Claims Process is intended for any Person asserting a Claim (other than an Unaffected Claim) of any
kind or nature whatsoever against any of the Walter Canada Group entities and/or any of their Directors
and/or Officers arising before the Commencement Date, and/or any Restructuring Claim arising on or
after the Commencement Date as a result of a restructuring, disclaimer, resiliation, termination or breach
by any of the Walter Canada Group entities on or after the Commencement Date of any contract,
employment agreement, lease or other agreement or arrangement of any nature whatsoever, whether
written or oral, and whether such restructuring, disclaimer, resiliation, termination or breach took place or
takes place before or after the date of Claims Process Order.

Current employees are not required to submit a Proof of Claim in respect of any Employee Claim
pertaining to wages, including vacation pay and banked time due to them.,

In the event that you are an Employee Claimant, a notice setting out the amount which the Monitor has
determined to be the amount of your Employee Claim (an “Employee Claim Amount Notice") is
enclosed with this letter, and if you do not dispute the nature or amount of such Employee Claim as set
out in the Employee Claim Amount Notice, you are not required to file a Proof of Claim, a Notice of
Dispute of Employee Claim or any other materials with the Monitor unless you are requested to do so. If
an Employee Claim Amount Notice is enclosed and you dispute the nature or amount of your Employee
Claim as set out in the Employee Claim Amount Notice, you must file a Notice of Dispute of Employee
Claim (as referenced in paraagraph 2 below) to avoid the barring and extinguishment of that portion of your
Employee Claim that exceeds the amount set out in the Employee Claim Amount Notice. Any Employee
Claimant who receives an Employee Ciaim Amount Notice and who does not file a Notice of Dispute of
Emplovee Claim by the Claims Bar Date in accordance with paragraph 2 below is deemed to have
accepted the nature and amount of such Employee Claim as set out in the applicable Employee Claim
Amount Notice.

If an Employee Claim Amount Notice is not enclosed with this letter and you wish to file a Claim, you must
file a Proof of Claim (as referenced in paraaraph 2 below) to avoid the barring and extinguishment of any
Claim which vou may have against any of the Walter Canada Group entities and/or any of their Directors
and/or Officers, «
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If you have any questions regarding the Claims Process, please contact the Court-appointed Monitor at
the address below.

All enquiries with respect of the Claims Process should be addressed to:

KPMG Inc.

Court-appointed Monitor of Walter Energy Canada Holdings, Inc., et al.
777 Dunsmuir St

Vancouver, BC V7Y 1K4

Attention: Mark Kemp-Gee/Mike Clark
Email: mkempgee@kpmg.ca, maclark@kpmg.ca
Phone: 604-691-3397; 604-691-3468

2. For Claimants Submitting a Proof of Claim or Notice of Dispute of Employee Claim

If you have not received an Employee Claim Amount Notice you are required to file a Proef of Claim, in
‘the form enclosed herewith, and ensure that it is received by the Monitor by 5:00 p.m. (Vancouver
Time) on October 5, 2016 (the “Claims Bar Date") to avoid the barring and extinguishment of any Claim
(other than a Restructuring Claim) that you may have against any of the Walter Canada Group entities
and/or any of their Directors and/or Officers.

To avoid the barring and extinguishment of any Restructuring Claim you may have against any of the
Walter Canada Group entities and/or any of their Directors and/or Officers, you are required to file a Proof
of Claim, in the form enclosed herewith, and ensure that it is received by the Monitor by the later of:
(a) the Claims Bar Date: and (b) 5:00 p.m. (Vancouver Time) on the day which is twenty {20}
Business Days after the date of the Notice of Disclaimer or Resiliation sent to you (the
"Restructuring Claims Bar Date").

If you have received an Employee Claim Amount Notice and you dispute the nature or amount of the
Employee Claim as set out in such Employee Claim Amount Notice, you are required to file a Notice of
Dispute of Employee Claim, in the form enclosed herewith, and ensure that it is received by the Monitor
by the Claims Bar Date or such further date as stipulated by the Monitor.

For the avoidance of doubt, any Claim or Restructuring Claim you may have against the Walter Canada
Group must be filed in accordance with the procedures set forth herein. Proofs of Claim filed solely with
the United States Bankruptcy Court, Northern District of Alabama in Walter Energy, Inc.’s Chapter 11
proceedings, are invalid, and failure to file an additional Proof of Claim with the Monitor pursuant to these
procedures will lead to the consequences detailed below. Please note, however, that if you received an
Employee Claim Amount Notice with this letter and you fail to file an additional Proof of Claim with the
Monitor pursuant to these procedures, your Employee Claim shall be deemed to be the amount set forth
in the Employee Claim Amount Notice.

Additional Proof of Claim forms can be found on the Monitor's website at
http://www.kpmg.com/ca/walterenergycanada or obtained by contacting the Monitor at the address
indicated above and providing particulars as to your name, address, facsimile number and email address.
Once the Monitor has this information, you will receive, as soon as practicable, additional Proof of Claim
forms.

If you are submitting your Proof of Claim electronically, please submit it in PDF form and ensure that the
name of the file is [legal name of Claimant]poc.pdf. If you submit your claim electronically and you do
not receive an email confirming receipt of your Proof of Claim within one (1) business day of submitting
the Proof of Claim, your Proof of Claim has not been successfully received by the Monitor and you should
submit your Proof of Claim using an alternate method.

UNLESS YOU ARE THE HOLDER OF AN EMPLOYEE CLAIM FOR WHICH YOU HAVE RECEIVED AN
EMPLOYEE CLAIM AMOUNT NOTICE THAT YOU DO NOT DISPUTE, [F_A PROOF OF CLAIM IN
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RESPECT OF YOUR CLAIM IS NOT RECEIVED BY THE MONITOR BY THE CLAIMS BAR DATE OR

THE RESTRUCTURING CLAIMS BAR DATE, AS APPLICABLE:

A

CAN: 22451188.1

YOUR CLAIM SHALL BE FOREVER BARRED AND_EXTINGUISHED AND YOU WILL
BE PROHIBITED FROM MAKING OR ENFORCING ANY CLAIM AGAINST ANY
MEMBER OF THE WALTER CANADA GROUP AND/OR ANY OF THEIR DIRECTORS
AND/OR OFFICERS;

YOU SHALL NOT BE PERMITTED TO VOTE ON THE PLAN OR ENTITLED TO ANY
FURTHER NOTICE OR DISTRIBUTION UNDER THE PLAN, IF ANY;

YOU SHALL NOT BE ENTITLED TO ANY PROCEEDS OF SALE OF ANY MEMBER
OF THE WALTER CANADA GROUP’S ASSETS; AND,

YOU SHALL NOT BE ENTITLED TO PARTICIPATE AS A CLAIMANT IN THE CCAA
PROCEEDINGS OF ANY MEMBER OF THE WALTER CANADA GROUP.



Schedule “D”
FORM OF EMPLOYEE CLAIM AMOUNT NOTICE
EMPLOYEE CLAIM AMOUNT NOTICE
OF WALTER ENERGY CANADA HOLDINGS, INC. AND THE PETITIONERS AND PARTNERSHIPS
LISTED ON SCHEDULE “A” AND SCHEDULE “C”, RESPECTIVELY, OF THE INITIAL ORDER
(collectively, the “Walter Canada Group”)

Full Legal Name of Claimant:

Pursuant to the order of the Supreme Court of British Columbia dated ®, 2016, and as may be amended
restated or supplemented from time to time (the "Claims Process Order’), KPMG Inc., in its capacity as
the Court-appointed Monitor of the Walter Canada Group, hereby gives you notice that the Walter
Canada Group, in consultation with the Monitor, have determined your Employee Claim to be as follows:

Waiter Entity Unsecured
($CDN)

Contractual Severance Pay (per [collective
bargaining / employment] agreement)

Group Termination Pay

Northern Working Allowance

Section 54 Claim

Section 54 Claim Mitigation

Other (specify).

Total Claim

If you do not agree with this Employee Claim Amount Notice, please take note of the following:

If you intend to dispute this Employee Claim Amount Notice, you must deliver a Notice of Dispute
of Employee Claim, in the form attached hereto, by prepaid reqistered mail, personal delivery,
email (in PDF format), or courier to the following 4address:

KPMG Inc.

Court-appointed Monitor of Walter Energy Canada Holdings, Inc., et al.
777 Dunsmuir St

Vancouver, BC V7Y 1K4

Attention: Mark Kemp-Gee/Mike Clark
Email: mkempgee@kpmg.ca, maclark@kpmg.ca
Phone: 604-691-3397; 604-691-3468

so_that such Notice of Dispute of Employee Claim is received by the Monitor by 5:00 p.m.
(Vancouver time) on October 5, 20186, being the Claims Bar Date, or such other date as may be
agreed by the Monitor. The form of Notice of Dispute of Employee Claim is attached to this Notice.
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If you do not deliver a Notice of Dispute of Employee Claim by the time specified, the nature and amount
of your Employee Claim, shall be as set out in this Employee Claim Amount Notice for voting and/or
distribution purposes.

IF YOU FAIL TO TAKE ACTION WITHIN THE PRESCRIBED TIME PERIOD, THIS EMPLOYEE CLAIM
AMOUNT NOTICE WILL BE BINDING UPON YOU.

DATED at , . , this
day of , 2016

KPMG INC.

[n its capacity as Court-appointed Monitor
of Walter Energy Canada Holdings, Inc., et al. and not in its personal
or corporate capacity

Per:

Name:

Title:
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Schedule “E”
FORM OF PROOF OF CLAIM

PROOF OF CLAIM

AGAINST WALTER ENERGY CANADA HOLDINGS, INC. AND THE PETITIONERS AND
PARTNERSHIPS LISTED ON SCHEDULE “A” AND SCHEDULE “C”, RESPECTIVELY, OF THE

INITIAL ORDER ({(collectively, the “Walter Canada Group”)

Please read the enclosed Instruction Letter carefully prior to completing this Proof of Claim.
Defined terms not defined within this Proof of Claim form shall have the meaning ascribed thereto
in the Claims Process Order dated ®, 2016, as may be amended, restated or supplemented from
time to time.

1.

Particulars of Claimant

Please complete the foliowing (Full legal name should be the name of the original Claimant,
regardless of whether an assignment of a Claim, or a portion thereof, has occurred prior to or
following the Commencement Date) and Full Mailing Address of the Claimant (the Original
Claimant, not the Assignee.)

Full Legal Name:

Full Mailing Address:

Telephone Number:

Facsimile Number:

Email Address:

Attention (Contact Person):

b.

Has the Claim been sold, transferred or assigned by the Claimant to another party (an Assignee™)
Yes:

1

]

Particulars of Assignee (if any)

No: [

Please complete the following if all or a portion of the Claim has been assigned, insert full legal
name of assignee(s) of the Claim. If there is more than one assignee, please attach a separate
sheet with the required information:

Full Legal Name of Assignee:

Full Mailing Address of Assignee:

Telephone Number of Assignee:

Facsimile Number of Assignee:
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Email Address of Assignee:

Attention (Contact Person):

Proof of Claim

f, (name of individual Claimant or Representative of corporate
Claimant), of (City, Province or State) do hereby certify: that |
[ __]am a Claimant; OR

thatl [ }am a Claimant; OR

[ Jam (state position or title) of
(name of corporate Claimant) which is a Claimant;

that | have knowledge of all the circumstances connected with the Claim referred to below;

that (name of applicable Walter
Canada Group entity and/or Directors and/or Officers) was and still is indebted to the Claimant as
follows;

CLAIM (other than a Restructuring Claim):

$ (insert value of Claim)-

RESTRUCTURING CLAIM

$ (insert value of Claim
arising after the Commencement Date resulting from the restructuring, disclaimer,
resiliation, termination or breach after the Commencement Date of any contract,
employment agreement, lease or other agreement or arrangement of any nature
whatsoever, whether written or oral);

that the Claimant's Claim and the Claimant’s invoices, statements and/or supporting documents
attached are denominated in:

[ ] Canadian Dollars
[ 1 U.S. Dollars
[ ] Other (stipulate other currency referenced)

A. TOTAL CLAIM(S): $

Nature of Claim:
(Check and complete appropriate category)

[ 1 A. UNSECURED CLAIM OF$ . That in respect of this debt, no
assets of any of the Walter Canada Group entities are pledged as security.

[ ] B. SECURED CLAIM OF$ . That in respect of this debt,
assets of (insert name of applicable Walter
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Canada Group entity) valued at $ are pledged to me as

security, particulars of which are as follows.

(Give full particulars of the security, including the date on which the security was given and the value at
which you assess the security, and attach a copy of the security documents.)

Particulars of Claims:

Other than as already set out herein, the particulars of the undersigned's total Claim and/or Restructuring
Claim are attached.

(Provide all particulars of the claims and supporting documentation, including amount, description of
transaction(s) or agreement(s) giving rise to the claims, name of any guarantor which has guaranteed the
claims, and amount of invoices, particulars of all credits, discounts, efc. claimed, description of the
security, if any, granted by the Walter Canada Group entities to the Claimant and estimated value of such
security. Where a claim is advanced against any Directors or Officers, please provide either a reference
to a statutory authority for your claim or enclose a draft Notice of Civil Claim.)

Filing of Claims:

This Proof of Claim must be received by the Monitor by no later than 5:00 p.m. (Vancouver Time) on
October 5, 2016 (the “Claims Bar Date”) unless your claim is a Restructuring Claim.

Proofs of Claim for Restructuring Claims arising after the Commencement Date resulting from a
restructuring, disclaimer, resiliation, termination or breach after the Commencement Date of any contract,
employment agreement, lease or other agreement, or arrangement of any nature whatsoever, whether
written or oral, must be received by the Monitor by the later of (a) the Claims Bar Date, and (b) by
5:00 p.m. (Vancouver Time) on the day which is twenty (20) Business Days after the date of the
applicable Notice of Disclaimer or Resiliation (the “Restructuring Claims Bar Date”)

Failure to file your proof of claim as directed by the Claims Bar Date or Restructuring Claims Bar Date, as
applicable, will result in your claim being forever barred and extinguished and you will be prohibited from
making or enforcing a claim against any of the Walter Canada Group entities and/or any of their Directors
and/or Officers.

KPMG Inc.

Court-appointed Monitor of Walter Energy Canada Holdings, Inc., et al.
777 Dunsmuir St

Vancouver, BC V7Y 1K4

Attention: Mark Kemp-Gee/Mike Clark
Email: mkempgee@kpmg.ca, maclark@kpmg.ca
Phone: 604-691-3397; 604-691-3468

DATED this day of , 20186.

Per:
Witness: Print name of Claimant:

If Claimant is not an individual, print name and
title of authorised signatory.

Name:

Title:
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FORM OF NOTICE OF DISPUTE OF EMPLOYEE CLAIM

Schedule “F”

NOTICE OF DISPUTE

OF WALTER ENERGY CANADA HOLDINGS, INC. AND THE PETITIONERS AND PARTNERSHIPS
LISTED ON SCHEDULE “A” AND SCHEDULE “C”, RESPECTIVELY, OF THE INITIAL ORDER
(collectively, the “Walter Canada Group”)

Pursuant to the order of the Supreme Court of British Columbia dated ®, 2016, and as may be amended
restated or supplemented from time to time (the "Claims Process Order”), l/we hereby give you notice of
mylour intention to dispute the Notice of Employee Claim Amount bearing Reference Number

and dated

Walter Canada Group in respect of my/our Claim.

Full Legal Name of Claimant:

, 2016 issued by KPMG inc., in its capacity as Monitor of the

Employee Claim Amount per
Notice of Employee Claim
Amount

($CDN)

Employee
Asserted

($CDN)

Claim Amount

Contractual Severance Pay (per
[collective bargaining /
employment] agreement)

Group Termination Pay

Northern Working Allowance

Section 54 Claim

Section 54 Claim Mitigation

Other (specify):

TOTAL CLAIM

Reasons for Dispute (attach additional sheet and copies of supporting documentation if necessaryy:
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Signature of Individual:

Date:

(Print name):

Telephone number;

Facsimile number:

Email address:

Mailing Address;

This form and supporting documentation is to be returned by prepaid registered mail, personal
delivery, email (in PDF format), or courier to the address indicated herein and is to be received by
the Monitor by 5:00 p.m. (Vancouver time) on October 5, 2016 (the Claims Bar Date) or such other
date as may be agreed to by the Monitor. If this Notice of Dispute is not received by the Monitor on
or before the Claims Bar Date, your Employee Claim will be the amount set out in your Notice of
Employee Claim Amount,

Where this Notice of Dispute of Employee Claim is being submitted electronically, please submit one PDF
file with the file name as follows: [legal name of Claimant]pocdispute.pdf. If you submit your Notice of
Dispute electronically and you do not receive an email confirming receipt of your Notice of Dispute within
one (1) business day of submitting the Notice of Dispute of Employee Claim, your Notice of Dispute of
Employee Claim has not been successfully received by the Monitor and you should submit your Notice of
Dispute of Employee Claim using an alternative method.

Address for service of Notices of Dispute of Employee Claim:

KPMG Inc.

Court-appointed Monitor of Walter Energy Canada Holdings, Inc., et al.
777 Dunsmuir St

Vancouver, BC V7Y 1K4

Attention: Mark Kemp-Gee/Mike Clark

Emait. mkempgee@kpmg.ca, maclark@kpmg.ca
Phone:; 604-691-3397; 604-691-3468
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Schedule “G”

FORM OF NOTICE OF REVISION OR DISALLOWANCE

NOTICE OF REVISION OR DISALLOWANCE
OF WALTER ENERGY CANADA HOLDINGS, INC. AND THE PETITIONERS AND PARTNERSHIPS
LISTED ON SCHEDULE “A” AND SCHEDULE “C”, RESPECTIVELY, OF THE INITIAL ORDER
(collectively, the “Walter Canada Group”)

Full Legal Name of Claimant:

Reference Number:

Pursuant to the order of the Supreme Court of British Columbia dated ®, 2016, and as may be amended
restated or supplemented from time to time (the “Claims Process Order”), KPMG Inc., in its capacity as
Monitor of the Walter Canada Group, hereby gives you notice that the Walter Canada Group, in
consultation with the Monitor, have reviewed your Proof of Claim and have revised or disallowed your
Claim as follows:

Proof of Claim as | Revised Claim as | Secured Unsecured
Submitted accepted
($CDN) ($CDN) ($CDN) ($CDN)

Total Claim

Reason for the Revision or Disallowance

If you do not agree with this Notice of Revision or Disallowance, please take note of the following:
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If you intend to dispute a Notice of Revision or Disallowance, you must deliver a Notice of
Dispute, in the form attached hereto, by prepaid registered mail, personal delivery, email (in PDF
format), or courier to the address indicated herein so that such Notice of Dispute is received by
the Monitor by the later of November 7, 2016 and the day that is twenty (20) Business Days after
the date of this Notice of Revision or Disallowance, or such other date as may be agreed by the
Monitor. The form of Notice of Dispute is attached to this Notice,

Where a Notice of Dispute is being submitted electronically, please submit one PDF file with the file
named as follows: [legal name of Claimant]pocdispute.pdf.

If you do not deliver a Notice of Dispute by the time specified, the nature and amount of your Claim, if
any, shall be as set out in this Notice of Revision or Disallowance for voting and/or distribution purposes.

Address for service of Notices of Dispute:

KPMG Inc.

Court-appointed Monitor of Walter Energy Canada Holdings, Inc., et al.
777 Dunsmuir St

Vancouver, BC V7Y 1K4

Attention: Mark Kemp-Gee/Mike Clark
Email: mkempgee@kpmg.ca, maclark@kpmg.ca
Phone: 604-691-3397; 604-691-3468

IF YOU FAIL TO TAKE ACTION WITHIN THE PRESCRIBED TIME PERIOD, THIS NOTICE OF
REVISION OR DISALLOWANCE WILL BE BINDING UPON YOU.

DATED at , . , this
day of , 2016

KPMG INC.

In its capacity as Court-appointed Monitor
of Walter Energy Canada Holdings, Inc. et al. and not in its personal or
corporate capacity

Per:

Name:

Title:
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Pursuant to the order of the Supreme Court of British Columbia dated ®, 2016, and as may be amended
restated or supplemented from time to time (the “Claims Process Order"), I/we hereby give you notice of

Schedule “H”

FORM OF NOTICE OF DISPUTE

NOTICE OF DISPUTE
OF WALTER ENERGY CANADA HOLDINGS, INC. AND THE PETITIONERS AND PARTNERSHIPS
LISTED ON SCHEDULE “A” AND SCHEDULE “C”, RESPECTIVELY, OF THE INITIAL ORDER
(collectively, the “Walter Canada Group”)

my/our intention to dispute the Notice of Revision or Disallowance bearing Reference Number

and dated

Walter Canada Group in respect of my/our Claim.

Full Legal Name of Claimant:

, 2018 issued by KPMG Inc., in its capacity as Monitor of the

Proof of Claim as | Revised Claim as | Secured Unsecured
Submitted accepted ‘
($CDN) ($CDN) ($CDN) {$CDN)

Total Claim

Reasons for Dispute (attach additional sheet and copies of supporting documentation if necessary):

Signature of Individual:

Date:

(Print name):

Telephone number:
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Facsimile number:

Email address:

Mailing Address:

This form and supporting documentation is to be returned by prepaid registered mail, personal
delivery, email (in PDF format), or courier to the address indicated herein and is to be received hy
the Monitor by the later of December 6, 2016 and the day that is twenty (20) Business Days after
the date of the Notice of Revision or Disallowance or such other date as may be agreed to by the
Monitor.

Where this Notice of Dispute is being submitted electronically, please submit one PDF file with the file
name as follows: [legal name of Claimant]pocdispute.pdf. If you submit your Notice of Dispute
electronically and you do not receive an email confirming receipt of your Notice of Dispute within one (1
business day of submitting the Notice of Dispute, your Notice of Dispute has not been successfully
received by the Monitor and you should submit your Notice of Dispute using an alternative method.

Address for service of Notices of Dispute:

KPMG Inc.

Court-appointed Monitor of Walter Energy Canada Holdings, Inc., et al.
777 Dunsmuir St

Vancouver, BC V7Y 1K4

Attention: Mark Kemp-Gee/Mike Clark

Email: mkempgee@kpmg.ca, maclark@kpmg.ca
Phone: 604-691-3397; 604-691-3468
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Schedule “I”
FORM OF NEWSPAPER NOTICE

NOTICE TO THE CREDITORS OF WALTER ENERGY CANADA HOLDINGS, INC. AND THE
PETITIONERS AND PARTNERSHIPS LISTED ON SCHEDULE “A” AND SCHEDULE “C”,
RESPECTIVELY, OF THE INITIAL ORDER (collectively, the “Walter Canada Group”)

RE: NOTICE OF THE CLAIMS PROCESS FOR THE WALTER CANADA GROUP PURSUANT TO
THE COMPANIES’ CREDITORS ARRANGEMENT ACT (“CCAA”)

This notice is being published pursuant to an order of the Supreme Court of British Columbia dated e,
2016 (the "Claims Process Order”) which approved a claims process for the determination of certain
claims against the Walter Canada Group and/or their Directors and/or Officers. Any capitalized terms
used but not defined herein have the meanings ascribed to them in the Claims Process Order.

The claims procedure only applies to the Claims or Claimants described in the Claims Process Order. A
copy of the Claims Process Order and other public information concerning the CCAA proceedings can be
obtained on the website of KPMG Inc., the Court-Appointed Monitor of the Walter Canada Group (the
“Monitor”) at http://www.kpmg.com/ca/walterenergycanada. Any person who may have a claim against
any of the Walter Canada Group entities and/or any of their Directors and/or Officers should carefully
review and comply with the Claims Process Order.

Any person having a Claim against any of the Walter Canada Group entities and/or any of their Directors
and/or Officers arising or relating to the period prior to December 7, 2015 (the "Commencement Date”),
which would have been a claim provable in bankruptcy had the Walter Canada Group become bankrupt
on the Commencement Date and who does not receive an Employee Claim Amount Notice with their
Claims Package, or who receives an Employee Claim Amount Notice with their Claims Packages, but
disputes the amount or nature of their Employee Claim as listed in their Employee Claim Amount Notice,
must send a Proof of Claim to the Monitor, to be received by the Monitor by no later than 5:00 p.m.
(Vancouver Time) on October 5, 2016 (the “Claims Bar Date”).

Proofs of Claim for claims arising as a result of a restructuring, disclaimer, resiliation, termination or
breach by any of the Walter Canada Group entities on or after the Commencement Date of any contract,
employment agreement, lease or other agreement or arrangement of any nature whatsoever, whether
written or oral, must be received by the Monitor by no later than (a) the Claims Bar Date, and (b)
5:00 p.m. (Vancouver Time) on which is twenty (20) Business Days after the date of the notice of
disclaimer or resiliation sent by the Monitor to such Claimant.

For the avoidance of doubt, any claim a Claimant may have against any of the Walter Canada Group
entities must be filed in accordance with the procedures set forth in the Claims Process Order. Proofs of
Claim filed solely with the United States Bankruptcy Court, Northern District of Alabama in respect of
Walter Energy, Inc.'s Chapter 11 proceedings are invalid.

Claimants requiring more information or who have not received a Proof of Claim form or Claims Package
should contact the Monitor by phone at ® or email at ® or visit the Monitor's website at
http://www.kpmg.com/calwalterenergycanada.

UNLESS EXPRESSLY PROVIDED IN THE CLAIMS PROCESS ORDER, HOLDERS OF CLAIMS THAT
DO NOT FILE PROOFS OF CLAIM WITH THE MONITOR BY THE APPLICABLE DEADLINE
SPECIFIED ABOVE SHALL NOT BE ENTITLED TO ANY FURTHER NOTICE OR DISTRIBUTION
UNDER A PLAN, IF ANY, OR OF ANY PROCEEDS OF SALE OF ANY OF THE WALTER CANADA
GROUP'S ASSETS, OR TO PARTICIPATE AS A CLAIMANT IN THE CCAA PROCEEDINGS OF THE
WALTER CANADA GROUP, AND SHALL BE PROHIBITED FROM MAKING OR ENFORCING ANY
CLAIM AGAINST ANY OF THE WALTER CANADA GROUP ENTITIES AND/OR ANY OF THEIR
DIRECTORS AND/OR OFFICERS. ADDITIONALLY, ANY CLAIMS SUCH CLAIMANT MAY HAVE
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AGAINST ANY OF THE WALTER CANADA GROUP ENTITIES AND/OR ANY OF THEIR DIRECTORS
AND/OR OFFICERS SHALL BE FOREVER BARRED AND EXTINGUISHED.
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Schedule “J”

WALTER CANADA CLAIMS PROCESS KEY DATES

Event

Date

Issuance of the Claims Process Order

August 15, 2016

Monitor to post on its Website a copy of the
Claims Process Order, a blank Proof of Claim
form, the Instruction Letter and a blank Notice of
Dispute form.

August 22, 2016

Monitor to send Claims Packages to known
Claimants

August 24, 2016

Deadline for UMWA Pension Plan to serve Notice
of Claim

August 26, 2016

Monitor to have Newspaper Notice published for
one Business Day in the Globe and Mail (National
Edition), the Vancouver Sun, the Tumbler Ridge
News and the Chetwynd Echo

August 29, 2016

Deadline for Petitioners and other stakeholders to
serve Response to Notice of Claim of UMWA
1974 Pension Plan

September 26, 2016

October 5, 2016

Claims Bar Date

~Oeteber-—2016-

Deadline for UMWA Pension Plan to serve reply

October 5. 2016

Monitor to seek a scheduling appointment before
the Court for a hearing of a motion o determine-
the validity of the UMWA 1974 Pension Plan
Claim, if applicable

Following service by UMWA 1974 Pension Plan to
prove the enforceability of its Claim

Monitor to send Notices of Revision or
Disallowance in respect of Pre-Commencement
Claims or Employee Claims

November 7, 2016

Claimants to send Notices of Dispute to the
Monitor in respect of Pre-Commencement Claims
or Employee Claims

December 8, 2016

Disputing party to bring a motion to the Court to
resolve a disputed Claim in respect of Pre-
Commencement Claims or Employee Claims

January 8, 2017
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Schedule “D”

1974 Pension Plan Notice of Civil Claim



SUPREME COURT |
OF BRITISH COLUMBIA
VANCOUVER REGISTRY

NO. S-1510120
‘ VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.8.C. 1985, c. C-36, AS AMENDED

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT.
S.B.C. 2002, c. 57, AS AMENDED

AND

IN THE MATTER OF THE PLAN OF COMPROMISE AND ARRANGEMENT
OF WALTER ENERGY CANADA HOLDINGS, INC., AND THE OTHER PETITIONERS
LISTED ON SCHEDULE “A” TO THE INITIAL ORDER

PETITIONERS
NOTICE OF CIVIL CLAIM

This notice of civil claim has been filed by the United Mine Workers of America
1974 Pension Plan and Trust (the “Claimant” or the “1974 Plan”) for the relief set
out in Part 2 below.

If you intend to respond to this action, you or your lawyer must

(a) file a Response to Civil Claim in Form 2 in the above-named
registry of this court within the time for response to civil claim
described below, and

(b) serve a copy of the filed response to civil claim on the Claimant
and the Service List maintained by the Monitor in the above-
referenced proceedings (the “Service List’).

If you intend to make a counterclaim, you or your lawyer must -

(a) file 2 Response to Civil Claim in Form 2 and a Counterclaim in
Form 3 in the above-named registry of this court within the time for
response to civil claim described below, and

(b) serve a copy of the filed Response to Civii Claim and
Counterclaim on the plaintiff and on any new parties nhamed in the
Counterclaim.

Time for Response to Civil Claim

Pursuant to the Claims Process Order made in respect of the Petitioners in the above-
referenced proceedings dated August 16, 2016 (the "Claims Process Order’), a
Response to Civil Claim must be filed and served on the Claimant and the Service List,
no later than September 26, 2016.



CLAIM OF THE CLAIMANT

Part1: STATEMENT OF FACTS

Parties

1. The United Mine Workers of America 1974 Pension Plan and Trust (the “1974
Plan”) is a pension plan and irrevocable trust established in accordance with
section 302(c)}(5) of the Labor Management Relations Act of 1947, 29 U.S.C.
§ 186(c)(5). It has an address for service for the purpose of these proceedings at:
20" Floor, 250 Howe Street, Vancouver, BC V6C 3R8.

2. Walter Energy Canada Holdings, Inc. (“Canada Holdings") is a company

incorporated under the laws of British Columbia, with a registered and records
office at: 1600-925 West Georgia Street, Vancouver, BC V6C 3L2.

Walter Canadian Coal ULC is an unlimited liability company incorporated under
the laws of British Columbia, with a registered and records office at: 1600-925
West Georgia Street, Vancouver, BC V6C 3L2.

Wolverine Coal ULC is an unlimited liability company incorporated under the iaws
of British Columbia, with a registered and reccrds office at: 1600-925 West
Georgia Street, Vancouver, BC V6C 3L2.

Brule Coal ULC is an unlimited liability company incorporated under the laws of
British Columbia, with a registered and records office at: 1600-925 West Georgia
Street, Vancouver, BC V6C 3L2.

Cambrian Energybuild Holdings ULC is an unlimited liability company
incorporated under the laws of British Columbia, with a registered and records
office at: 1600-925 West Georgia Street, Vancouver, BC V6C 3L2.

Willow Creek Coal ULC is an unlimited liability company incorporated under the
laws of British Columbia, with a registered and records office at: 1600-925 West
Georgia Street, Vancouver, BC V6C 3L.2.

Pine Valley Coal Ltd. is a company incorporated under the laws of Alberta, with a
registered and records office at: 1600-925 West Georgia Street, Vancouver, BC
V6C 3L2,
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10.

11.

12,

13.

0541237 BC Ltd. is a company incorporated under the laws of British Columbia,
with a registered and records office at: 1600-925 West Georgia Street,
Vancouver, BC V6C 3L2. '

Willow Creek Coal Partnership is a partnership organized under the laws of
British Columbia, with an address for service at: 1600-925 West Georgia Street,
Vancouver, BC V6C 3L2.

Walter Canadian Coal Partnership is a partnership organized under the laws of
British Columbia, with an address for service at: 1600-925 West Georgia Street,
Vancouver, BC V6C 3L2,

Wolverine Coal Partnership is a partnership organized under the laws of British
Columbia, with an address for service at: 1600-925 West Georgia Street,
Vancouver, BC V6C 3L2.

Brule Coal Partnership is a partnership organized under the laws of British
Columbia, with an address for service at: 1600-925 West Georgia Street,
Vancouver, BC V6C 3L2.

Overview of the 1974 Plan’s Clai

14.

15.

16.

The 1974 Plan’s claim against the Petitioners arises under the Empioyee
Retirement Income Security Act of 1974, as amended ("ERISA"), 29 U.S.C.
§§ 1001 ef seq., as well as the United Mine Workers of America 1974 Pension
Plan and Trust Documents, effective December 6, 1974 and amended from time
to time thereafter, and the CBA. Pursuant thereto, each of the Petitioners, along
with its U.S. affiliates, is jointly and severally liable to the 1974 Plan for the
claimed pension withdrawal liability of Jim Walter Resources Inc. (“Waiter
Resources”), one of the Petitioners’ U.S. affiliates.

The Petitioners and Walter Resources are wholly owned subsidiaries of Walter
Energy inc. ("Walter Energy”), a U.S. public corporation incorporated under the
laws of Delaware. Walter Energy and its various affiliates, including the
Petitioners, constitute a single global enterprise with integrated businesses.

The contribution obligations of contributing erﬁpioyers to the 1974 Plan, benefit
levels provided to the Plan's beneficiaries and participants, and other substantive
terms of the 1874 Pian, are estabiished from time to time in collectively
bargained National Bituminous Coal Wage Agreements (each, an "NBCWA")
between the United Mine Workers of America (the “UMWA") and the Bituminous
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17

18.

18.

Coal Operators' Association, Inc. (the “BCOA"). Until on or about January 11,
2016, Walter Resources was a contributing employer to the 1974 Plan under the
terms of the 2011 NBCWA (the “CBA"). Previously, on December 28, 2016, the
United States Bankruptcy Court for the Northern District of Alabama (the “US
Bankruptcy Court”) entered an order authorizing Walter Energy and its affiliates
set out in Schedule “A” hereto (the “US Debtors”™) to reject the CBA and
declaring that Walter Resources had no further obligation to contribute to the
1974 Plan.

As of the effective date of such order (and in any event no later than the closing
date of the sale of the US Debtors’ core US mining assets on April 1, 2016),
Waiter Resources effected a withdrawal from the 1974 Plan. Such withdrawal
triggered a fixed, non-contingent, joint and several liability of all entities that were
at least 80% owned by Walter Energy, either directly or indirectly, as of the date
of the withdrawal from the 1974 Plan. The Petitioners are among those entities.

Pursuant to a global settlement and a related effectuating order approved by the
US Bankruptcy Court (the “Global Settiement’), the 1974 Plan has been
determined to hold a claim for withdrawal liability against each of the US Debtors
in an amount equal to approximately US$904 million. The anticipated distribution
to the 1974 Plan under the Global Settlement is expected to be de minimis. The
Global Settlement does not release claims of unsecured creditors against the US
Debtors or their affiliates

The 1974 Plan Claim (defined below) is a valid and enforceable debt as against
Walter Resources, and each foreign affiliate which meets the test under ERISA
for a member of the same “controlled group” (i.e., each entity that is at least 80%
owned, either directly or indirectly, by Walter Energy), which includes ‘the
Petitioners. The Petitioners are jointly and severally liable for the withdrawal
liability.

Walter Resources’ Participation in the 1974 Plan

20.

24,

The 1974 Plan provides pension and death benefits to approximately 90,000
eligible beneficiaries who are retired or disabled coal miners and their eligible
surviving spouses and dependents.

The 1974 Plan was established through collective bargaining in 1974 between
the UMWA and the BCOA.
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22,

23.

The 1974 Plan is a multiemployer, defined benefit pension plan under
section 3(2), (3), (35), (37)(A) of ERISA, 29 U.S.C. § 1002(2), (3), (35), (37)(A).

Prior to its withdrawal from the 1974 Plan, Walter Resources (or a predecessor
entity) had been a signatory to the 1978, 1981, 1984, 1988, 1993, 2002, 2007
and 2011 NBCWAs, and, pursuant thereto, had been a participating employer in
the 1974 Plan.

Common Ownership and Centralized Management of Walter Energy and Affiliates

24,

25,

26,

27.

28.
29.

30.

31

32.

33.

Walter Energy is a public company incorporated under the laws of Delaware and
headquartered in Birmingham, Alabama.

Walter Resources is wholly owned by Walter Energy.

Walter Energy and its affiliates, including, Walter Resources, the other US
Debtors and the Petitioners, comprise an integrated enterprise group.

The Petitioners comprise Canada Holdings and all entities owned directly or
indirectly by Walter Energy that are incorporated or organized under the laws of
Canada or its provinces.

Walter Canadian Coal Partnership is the Petitioners’ principal operating entity.
Canada Holdings is the general partner of Walter Canadian Coal Partnership.

The principal assets of the Petitioners are the Brule, Willow Creek and Wolverine
mines, located in northeast British Columbia, and the Petitioners’ 50% interest in
the Belcourt Saxon Coal Limited Partnership.

Walter Canadian Codl Partnership is a pariner of each of the three B.C.
partnerships that operate the Canadian mines: Wolverine Coal Partnership, Brule
Coal Partnership and Willow Creek Coal Partnership.

Each of the partnerships has a separate B.C. unlimited liability company as its
other partner.

The chart below shows the relationship between Walter Energy and the
Petitioners:
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| Walter Energy, Inc. |
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Walter
Canadian
Coal ULC (BC)

Walter Energy Canada
Holdings, Inc. (BC)

Walter Canadian Coal

Partnership (BC)
T T ]
Wolverine Coal Brule Coal | Willow Creek Coal
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(BO (BC)
Cambrian ' ]
Energybuild Willow Creek Coal
Holdings Partnership (BC)
Wolverine Coal Brule Coal ULC (BC) l
Partnership Partnership H Pine Valley Coal -

(BC) (BC) Lid.

: (AB)

34. At all material times, Walter Energy directed and controlled the affairs of the
Petitioners centrally from its headquarters in Birmingham, Alabama
("Headquarters”).

35. Until these proceedings, Headquarters provided numerous administrative
services to Walter Energy and its affiliates, including the Petitioners. Services
included finance, tax, treasury, human resources, payroll, benefits and
communications, information technology, legal, operations and health, safety and
environment, among others.

36. Walter Energy and its US affiliates provided funding for the operational shorifalls
and insurance costs of the Petitioners’ subsidiaries resident in the United
Kingdom.

37 Under section 4001(b)(1) of ERISA, all entities that are at least 80% owned by

the common parent corporation, Walter Energy, wherever incorporated, and all
trades or businesses under common control with them, constitute a single
employer participating in the 1974 Plan (each, an “Employer”). See, 26 U.S.C.
§ 414(b), (c), 26 C.F.R. § 1.414(c)-2(b), (c).
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38.

39.

As a result, under ERISA, each of the Petitioners, whether or not a participating
employer under the 1974 Plan and whether or not a signatory to the CBA, is an
Employer.

In addition to any obligations under the CBA and the governing plan documents,
Employers are legally subject to "withdrawal liability" accruing upon a partial or
complete withdrawal from participation in the 1974 Plan by the participating
employer.

The Walter Energy’s Expansion into Canada

40.

41.

42.

43,

44,

45.

46.

47.

48.

48.

50.

On March 9, 2011, Walter Energy incorporated Canada Holdings.
Canada Holdings is wholly owned by Walter Energy.

Canada Holdings was incorporated specifically to hold the shares of Western
Coal Corp. ("Western”) and its subsidiaries.

Western and its subsidiaries operated coal mines in British Columbia, the United
Kingdom and the United States.

On April 1, 2011, Canada Holdings acquired all outstanding common shares of
Western (the “Western Acquisition”).

The Western Acquisition included the Brule, Wolverine and Willow Creek mines.

Total consideration paid by Walter Energy in respect of the Western Acquisition
was approximately US$3.7 billion.

Before 2011, Walter Energy did not have any operations or subsidiaries in
Canada or the United Kingdom.

Concurrently, and in connection with -entering into the arrangement agreement
with Western, Walter Energy, Western, and Canada Holdings entered into a
credit facility (the “Credit Facility”) with Morgan Stanley Senior Funding, Inc., the
Bank of Nova Scotia and the other lenders thereunder (the “Bank Lenders”).

Pursuant to the Credit Facility, subject to the conditions set forth therein, the
Bank Lenders committed to providing Walter Energy, Western and Canada
Holdings with US$2.725 billion of senior secured credit facilities.

Proceeds of the Credit Facility were used to fund the cash consideration, fees
and expenses in connection with the Western Acquisition.
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51.

52.

53.

54.

85.

56.

57.

The majority of the funding Canada Holdings paid for the Western Acquisition
was obtained under a hybrid debt transaction (the “Hybrid Financing”).

As part of the Hybrid Financing, in substance, Walter Energy advanced
approximately US$2 billion in cash to Canada Holdings to enable Canada
Holdings to purchase the Western Coal entities.

The Western Acquisition and the Hybrid Financing drained funds from Walter
Energy and its US affiliates.

Walter Energy incurred significant debt in refation to the Western Acquisition.

At the time of the Western Acquisition, Walter Energy knew that it was an
Employer.

At the time of the Western Acquisition, Walter Energy also knew that the 1974
Plan had an unfunded liability of greater than US$4 billion.

By reason of the Western Acquisition, Walter Energy impaired its ability to satisfy
obligations to the 1974 Plan.

Chapter 11 Proceedings

68.

59.

60.

61.

62.

63.

On July 15; 2015, the US Debtors commenced proceedings (the “Chapter 11
Proceedings”) under Chapter 11 of Title 11 of the United States Code (the “US
Bankruptcy Code").

On October 8, 2015, the 1974 Plan filed proofs of claim in the Chapter 11
Proceedings (the “Proofs of Claim”).

Walter Energy’s high debt load, much of which resulted from the Western
Acquisition, was a material cause of the Chapter 11 Proceedings.

The Western Acquisition removed assets from the United States.

Since the Western Acquisition, funds from the US Debtors have gone to support
the operations of the Petitioners’ UK subsidiaries and insurance costs related
thereto.

During the US Proceedings, the US Debtors sought authority from the
Bankruptcy Court to sell their US assets and operations free and clear of all
liabilities, including any obligations to make ongoing monthly pension
contributions to the 1974 Plan under the CBA.
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64.

The US Debtors also sought authority to reject the CBA, which would terminate
the requirement to make monthly pension contributions, giving rise to withdrawal
liability against all Employers. .

Withdrawal from the 1974 Plan

65.

66.

67.

68.

69,

70.

71.

On December 28, 2015, the US Debtors obtained a judgment from the
Bankruptcy Court authorizing the US Debtors, pursuant to sections 1113 and
1114 of the US Bankruptcy Code, to reject the CBA and adjudging and decreeing
the CBA rejected (the “1113/1114 Order”).

The 1113/1114 Order had the effect of terminating Walter Resources’ obligation
to make monthly payments to the 1974 Plan.

Pursuant to section 4203 of ERISA, the termination of the obligation to make
monthly pension plan payments constitutes a complete withdrawal from the 1974
Plan by Walter Resources.

Under section 4201 of ERISA, upon its withdrawal from a multiemployer pension
plan, a previously contributing employer is immediately liable for its proportionate
share of the employer's unfunded vested pension liabilities or “withdrawal
liabiity”.

Thus, by operation of ERISA, as of the effective date of the 1113/1114 Order, all
Employers, including the Petitioners, are jointly and severally liable for Walter
Resources’ share of the 1974 Plan’s unfunded vested pension liabilities or
“withdrawal liability”.

in addition, on April 1, 2016, the US Debtors closed a sale of its core mining
assets to Coal Acquisition, LLC, which resulted in Walter Resources’
permanently ceasing the operations covered by the 1974 Plan.

Cessation of covered operations constitutes a second independent trigger for
withdrawal liability of the Employers.

The 1974 Plan Claim

72,

As a result of Walter Resources’ withdrawal from the 1974 Plan on December 28,
2016 and the determination of the 1974 Plan’s claim pursuant to the Global
Settlement, the 1974 Plan has an allowed withdrawal liability against each
Employer in the amount of US$904,367,132.00 (the “1974 Plan Claim”).
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73.  The 1974 Plan Claim is a valid and enforceable debt as against Walter Energy,
and each U.S. or foreign affiliate which meets the test under ERISA for a
member of the same “controlled group”, which includes the Petitioners.

Part2: RELIEF SOUGHT

74. Pursuant to the Claims Process Order made in these proceedings on August 16,
2016, a declaration that the 1974 Plan Claim in an amount of
US$904,367,132.00 is validly due and owing to the 1974 Plan on a joint and
several basis by each of the Petitioners;

75. Pursuant to the Claims Process Order, a declaration that the 1974 Plan Claim in
an amount of US$904,367,132.00 is an Allowed Claim against each of the
Petitioners.

Part3: LEGAL BASIS
76.  The 1974 Plan’s claims against the Petitioners arise under:

(a) the United Mine Workers of America 1974 Pension Plan and Trust
Documents, effective December 8, 1974 and amended from time to time
thereafter,

(b) the CBA, and

(c) the provisions of -ERISA that provide for joint and several liability for
certain liabilities in respect of the 1974 Plan among all entities under
common ownership and control.

Plaintiff's address for service: Dentons Canada LL.P
20" Floor, 250 Howe Street
Vancouver, BC V6C 3R8
Attention: John Sandrelli, Craig Dennis &
Tevia Jeffries

Fax number address for service (if any): 604-683-5214

10
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E-mail address for service (if any): john.sandrelli@dentons.com
craig.dennis@dentons.com

tevia.jeffries@dentons.com

Place of trial: Vancouver, BC
The address of the registry is: The Law Courts
800 Smithe Street

Vancouver, BC V6Z 2E1

Date: 26/August/2016 /)/(’/ / /

Sighatyrg ef John Sandreli
L yer for 1974 Plan

Rule 7-1 (1) of the Supreme Court Civil Rules states:

(1) Unless all parties of record consent or the court otherwise orders, each party of record to
an action must, within 35 days after the end of the pleading pericd,

(a) prepare a List of Documents in Form 22 that lists

(i) all documents that are or have been in the party's possession or control and
that could, if available, be used by any parly at trial to prove or disprove a
material fact, and

(i) all other documents to which the party intends to refer at trial, and
(b) serve the list on all parties of record.

APPENDIX

Part1: CONCISE SUMMARY OF NATURE OF CLAIM:
L1
Part 2: THIS CLAIM ARISES FROM THE FOLLOWING:

A personal injury arising out of:
[:I a motor vehicle accident

| medical maipractice

11
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] another cause

A dispute concerning:

[]  contaminated sites

construction defects

real property (real estate)

personal property

the provision of goods or services or other general commercial matters
investment losses

the lending of money

an employment relationship

a will or other issues concerning the probate of an estate

I I O O

a matter not listed here

Part3: THIS CLAIM INVOLVES:
a class action

maritime law

aboriginal law

constitutional law

conflict of laws

none of the above

I T I Y I (O I

do not know

Part 4: [ ]

12
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| SCHEDULE “A”
MEMBERS OF WALTER ENERGY GRANTED CHAPTER 11 PROTECTION

Atlantic Development and Capital, LLC
Atlantic Leaseco, LLC

Blue Creek Coal Sales, Inc.

Blue Creek Energy, Inc.

J.W. Walter, Inc.

Jefferson Warrior Railroad Company, Inc.
Jim Walter Homes, LLC

Jim Walter Resources, Inc.

Maple Coai Co., LLC

Sloss-Sheffield Steel & Iron Company
SP Machine, Inc.

Taft Coal Sales & Associates, Inc.
Tusacaloosa Resources, Inc.

V Manufacturing Company

Walter Black Warrior Basin LLC
Walter Coke, Inc.

Walter Energy Holdings, LLC

Walter Energy, Inc.

Walter Exploration & Production LLC
Walter Home Improvement, Inc.
Walter Land Company

Walter Minerals, Inc.

Walter Natural Gas, LLC



Schedule “E”

Walter Canada Response to Civil Claim



NO. S-1510120
VANCOUVER REGISTRY

- N
~ IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
S.B.C. c. 2002, ¢. 57, AS AMENDED

AND

IN THE MATTER OF A PLAN OF COMPROMISE AND ARRANGEMENT
OF WALTER ENERGY CANADA HOLDINGS, INC., AND THE OTHER PETITIONERS
LISTED IN SCHEDULE “A” TO THE INITIAL ORDER

PETITIONERS

RESPONSE TO CIVIL CLAIM
Filed By United Mine Workers Of America 1974 Pension Plan And Trust
(the “1974 Plan”)

Response Filed by: Petitioners (the “Walter Canada Group™)

PART 1: RESPONSE TO NOTICE OF CIVIL CLAIM FACTS
Division 1:  The Walter Canada Group’s Response to Alleged Facts

l. The facts alleged in paragraphs 2 to 13, 24, 25, 27 to 29, 31, 32, 35, 40 to 48, 50 to 52,
54, and 58 of part 1 of the notice of civil claim are admitted by the Walter Canada Group.

2. The facts and conclusions alleged in paragraphs 14, 15, 17, 19, 26, 30, 33, 34, 37 to 39,
49, 53, 57, 61, 69, and 71 to 73 of part 1 of the notice of civil claim are denied in whole
or in part by the Walter Canada Group.

3. The facts alleged in paragraphs 1, 16, 18, 20 to 23, 36, 55 to 56, 59 to 60, 62, 63 to 68
and 70 of part 1 of the notice of civil claim are outside the knowledge of the Walter
Canada Group.

Division 2:  The Walter Canada Group’s Version of the Facts

Procedural Matters

4, This response to civil claim has been prepared pursuant to the Claims Process Order
pronounced by the Supreme Court of British Columbia on August 16, 2016 in the



.

Companies’ Creditors Arrangement Act proceedings of the Walter Canada Group (the
“CCAA Proceedings”) and responds to the allegations made by the 1974 Plan in its
notice of civil claim dated and filed August 26, 2016.

The notice of civil claim filed by the 1974 Plan and this response is the court-approved
mechanism pursuant to which the 1974 Plan must prove its claim in the CCAA
Proceedings pursuant to the Claims Process Order.

Many of the paragraphs in the 1974 Plan’s notice of civil claim are statements of legal
conclusions or mixed statements of fact and legal conclusions regarding the Walter
Canada Group’s alleged liability under ERISA or otherwise and are denied as such.

For greater certainty, the Walter Canada Group denies any legal conclusions stated in the
1974 Plan’s notice of civil claim.

The Walter Canada Group’s corporate structure and history

8.

10.

11.

12.

13.

14.

16.

The corporate chart included at paragraph 33 of the 1974 Plan’s notice of civil claim
contains inaccuracies. Contrary to paragraph 33 of the 1974 Plan’s notice of civil claim,

(a) Walter Canadian Coal ULC is a wholly owned subsidiary of Walter Energy
Canada Holdings, Inc. and a partner of Walter Canadian Coal Partnership; and

(b) Walter Canadian Coal Partnership is one of two partners of Willow Creek Coal
Partnership.

A corrected corporate chart is attached as Exhibit “A” to this response to civil claim.

Contrary to paragraph 34 of the 1974 Plan’s notice of civil claim, Walter Energy, Inc. did
not direct and did not control the affairs of the Walter Canada Group “at all material
times”.

At all relevant times, the entities that comprise the Walter Canada Group were operated
as separate and independent legal entities from Walter Energy, Inc. and its US
subsidiaries and affiliates (the “Walter US Group™).

The Walter Canada Group operated in a different market than the entities that comprised
the Walter US Group.

Unlike the Walter US Group, the Walter Canada Group operated in Canada and
principally supplied coal to customers in Asia.

The Walter Group’s public reporting divides the Walter Group into the Walter US Group
and the Walter Non-US Group reporting segments.

Contrary to paragraph 30 of the 1974 Plan’s notice of civil claim, the Walter Canada
Group’s principal assets are cash and its direct and indirect interest in the Walter Canada
Group’s subsidiaries in Wales (the “Walter UK Group”).

The Walter Canada Group’s Canadian mines and mining assets have been sold.
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18.

9.

20.

.

The 1974 Plan was established approximately 38 years before the Walter Canada Group
was formed to acquire assets in Canada.

The 1974 Plan admits that it was underfunded by approximately US$4 billion prior to the
formation of the Walter Canada Group and prior to the acquisition of Western Coal Corp.
and its affiliates (the “Western Acquisition”).

The Walter Canada Group did not exist during the material times while the US$4 billion
1974 Plan pension deficit was accruing.

The following members of the Walter Canada Group did not exist in July 2011 when the
CBA and Plan Documents were last amended:

(a) Brule Coal ULC,

(b) Brule Coal Partnership,

(c) Cambrian Energybuild Holdings ULC
(d) Wolverine Coal ULC

(e) Wolverine Coal Partnership

(H Walter Canadian Coal ULC

(2) Walter Canadian Coal Partnership

Walter US Group Chapter 11 proceedings and 1974 Plan claims

21. The Walter Canada Group has not been involved in the Walter US Group’s Chapter 11
proceedings.

22.  The Walter Canada Group observes that the references to December 28, 2016 in
paragraphs 16 and 74 appear to be typographical errors.

Walter UK Group

23, Contrary to paragraphs 30 and 62 of the 1974 Plan’s notice of civil claim, the Walter

Canada Group is not aware of whether or not the Walter US Group funded the Walter UK
Group’s insurance costs.

The Walter Canada Group has no obligations to the 1974 Plan

24,

The Walter Canada Group is not party to an any collective bargaining agreement with the
United Mine Workers of America, including any National Bituminous Coal Wage
Agreements, (each a “CBA™) or to any of the United Mine Workers of America Pension
Plan and Trust Documents (the “Plan Documents™).



26.
27.

28.

4 -

The Walter Canada Group did not employ any of the beneficiaries of the 1974 Plan or
any person who was a member of the United Mine Workers of America union.

The Walter Canada Group did not contribute to the 1974 Plan.
The Walter Canada Group did not have any obligation to contribute to the 1974 Plan.

The Walter Canada Group does not have assets or carry on business in the United States.

The Western Acquisition

29.

30.

31.

32.

33.

34.

35.

36.

38.

Contrary to paragraphs 53, 57 and 61, the Walter Canada Group denies that the Western
Acquisition “drained funds” from Walter Energy, Inc. and its US affiliates, impaired the
Walter US Group’s ability to meet any alleged liability to the 1974 Plan or “removed
assets” from the United States.

Walter Energy, Inc. acquired assets valued at US$3.7 billion for cash consideration
drawn under the Credit Facility and for equity consideration consisting of common stock
of Walter Energy, Inc.

Two thirds of the consideration paid for the Western Acquisition consisted of cash
consideration.

One third of the consideration paid for the Western Acquisition consisted of common
stock of Walter Energy, Inc.

Approximately US$2.1 billion of the US$2.725 billion drawn under the Credit Facility
was used to fund the Western Acquisition.

Contrary to paragraph 50 of the 1974 Plan’s notice of civil claim, the Credit Facility was
also used to pay existing Walter US Group debt and to pay fees.

The acquired assets included the Walter Canada Group’s Brule, Wolverine and Willow
Creek mines, equipment and other assets; the Walter UK Group’s Welsh mine,
equipment and other assets; and certain mines, equipment and other assets located in the
United States, including four mines, two properties and a number of other coal mining
assets in West Virginia.

Walter Energy, Inc.’s Western Acquisition was publically announced and was completed
pursuant to a plan of arrangement approved by the British Columbia Supreme Court in
April 2011.

The Western Acquisition substantially increased Walter Energy, Inc.’s reserves available
for future production, the majority of which was metallurgical coal, and created a diverse
geographical footprint with strategic access to high growth steel-producing countries in
both the Atlantic and Pacific basins.

The subsequent dramatic decline in coal prices was not anticipated at the time of the
Western Acquisition.



39.

40.

41.

42,

-5-

At no time did the Walter Canada Group — which did not exist when Walter Energy, Inc.
began the Western Acquisition — direct Walter Energy, Inc.’s investment or resource
allocation decisions.

Contrary to paragraph 49 of the 1974 Plan’s notice of civil claim, the members of the
Walter Canada Group were only liable for amounts drawn on the portion of the Credit
Facility that consisted of the Canadian revolver.

Walter Energy Canada Holdings, Inc. and Western Coal Corp did not borrow and are not
liable for US$2.725 billion under the Credit Facility or for the US revolver portion of the
Credit Facility.

The Walter Canada Group has no material liabilities under the Credit Facility.

Causes of insolvency

43,

Contrary to paragraph 60 of the 1974 Plan’s notice of civil claim, the causes of the
Walter US Group’s insolvency were manifold, and included the precipitous decline in
coal prices, debt servicing obligations and crippling legacy labour costs such as costs
associated with the CBA and the 1974 Plan.

PART 2: RESPONSE TO RELIEF SOUGHT

44,

45.

The Walter Canada Group opposes the relief sought in paragraphs 74 and 75 of the 1974
Plan’s notice of civil claim.

All claims of the 1974 Plan against the Walter Canada Group should be denied. No 1974
Plan claim should become Allowed Claims under the Claims Process Order.

PART 3: LEGAL BASIS

46.

47.

48.

49,

The Walter Canada Group is not a party to the CBA and has no liability for any claims
arising in connection therewith.

The Walter Canada Group is not a party to the Plan Documents and has no liability for
any claims arising in connection therewith.

The 1974 Plan’s claim against the Walter Canada Group appears to arise solely from the
1974 Plan’s interpretation of the United States® Employment Retirement Income Security
Act of 1974 (“ERISA”).

The 1974 Plan is seeking to have this Court disregard the separate legal personality of
the corporate members of the Walter Canada Group and other essential legal
characteristics of corporations and partnerships that arise as a matter of British Columbia
and Alberta law.

The relief sought by the 1974 Plan will effectively amalgamate all members of the Walter
Canada Group with Walter Energy, Inc., Jim Walter Resources Inc. and their US



51.

52:

Walter Canada Group’s address for service:

-6-

subsidiaries and affiliates for the benefit of the 1974 Plan and to the detriment of all the
other creditors of the Walter Canada Group.

The provisions of ERISA that allegedly make the Walter Canada Group jointly and
severally liable to the 1974 Plan for any liabilities of Walter Energy Inc. and Jim Walter
Resources, Inc. do not apply in Canada for numerous reasons, including Canadian law
and Canadian conflict of laws principles, United States law and conflict of law principles,
and Canadian public policy.

The alleged US$900 million 1974 Plan claim is many times higher than the claims of any
known creditors of the Walter Canada Group. If the 1974 Plan claim is admitted as an
Allowed Claim, there will be little to no recovery for the creditors of the Walter Canada
Group.

DLA Piper (Canada) LLP
Suite 2800, Park Place

666 Burrard St

Vancouver, BC V6C 2727

Attention: Mary [.A. Buttery
and

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario M5X 1B8

Attention: Marc Wasserman

Fax number address for service (if any): none

E-mail address for service (if any): mary.buttery@dlapiper.com

lance.williams@dlapiper.com
mwasserman(osler.com
mpaterson(cosler.com
priesterer(@osler.com

Date: September 23, 2016

Signature of |&wyer for t%le Walter Canada Group

&—\ -DLA Piper (Canada) LLP
(Mary L.A. Buttery and Lance Williams)
and

Osler, Hoskin & Harcourt LLP
(Marc Wasserman, Mary Paterson and Patrick
Riesterer)



Rule 7-1(1) of the Supreme Court Civil Rules states:

(1) Unless all parties of record consent or the court otherwise orders, each party of record to an action
must, within 35 days after the end of the pleading period,

(a) prepare a list of documents in Form 22 that lists
(i) all documents that are or have been in the party’s possession or control and that
could, if available, be used by any party at trial to prove or disprove a material
fact, and

(ii) all other documents to which the party intends to refer at trial, and

(b) serve the list on all parties of record.
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Walter Energy, Inc.

Walter Energy Canada
Holdings, Inc. (BC)

Walter Canadian
Coal ULC (BC)

Walter Canadian Coal
Partnership (BC)

1
Willow Creek Coal
ULC (BC)
) Cambrian
Wolverine Coal Brule Coal E e I
ULC (BC) ULC (BC) Istgyout
Holdings . |
ULC (BC) Willow Cr.eek Coa
Partnership (BC)
I
Wolverine Coal Brule Coal .
Partnership Partnership Pine Valley Coal
(BC) (BC) Ltd. (AB)
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BCSC File No. S-1510120
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
S.B.C. 2002, c. 57, AS AMENDED

IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT
OF WALTER ENERGY CANADA HOLDINGS, INC., AND THE OTHER PETITIONERS
LISTED ON SCHEDULE “A” TO THE INITIAL ORDER

PETITIONERS
(APPLICANTS)

RESPONSE TO CIVIL CLAIM
Response Filed By: United Steelworkers, Local 1-424 (the “Respondent Steelworkers”)

PART 1: RESPONSE TO NOTICE OF CIVIL CLAIM FACTS

Division 1 — Respondent Steelworkers Response to Facts

& The facts alleged in paragraph(s) 2, 4 of Part 1 of the NOCC are admitted by the Respondent

Steelworkers.



2.

2. The facts alleged in paragraph(s) 34, 35, 69, 72, 73 of Part 1 of the NOCC are denied by the

Respondent Steelworkers.

3. The facts alleged in paragraph(s) 1, 3, 5 to 34, 36 - 68, 70, 71 of Part 1 of the NOCC are
outside the knowledge of the Respondent Steelworkers.

Division 2 — Respondent Steelworkers Version of Facts

4. Contrary to the allegations in paragraphs 34 and 35 of the NOCC, the operations of the
Petitioners which involved the Respondent Steelworkers were directed, controlled, and supported

in British Columbia through the Petitioners, not Walter Energy’s US affiliates.

The 1113/1114 Order

5. The 1113/1114 Order referenced in paragraph 65 of the NOCC was issued following a
hearing on December 15 and 16, 2015 of the United States Bankruptcy Court for the Northern
District of Alabama (the “US Bankruptcy Court”) in which the United Mine Workers of America

participated. None of the Petitioners were named as debtors in that proceeding or participated.

6. The US Bankruptcy Court permitted Walter Energy US to withdraw from the collective
bargaining agreement and participation 1974 Plan in the 1113/1114 Order after consideration of the
interests of retirees and other stakeholders under the pension plan, the Coal Industry Retiree Health
Benefit Act of 1992, and the Bankruptcy Code in order to allow operations to be sold as a going

conceril.

7. If the 1974 Plan cannot meet its obligations to provide basic retiree benefits, ERISA4, 29 U S.
Code § 1431, requires the Pension Benefit Guaranty Corporation to provide financial assistance to

the 1974 Plan to pay those benefits.
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8. The judgement of the US Bankruptcy Court did not consider any of the assets of the
Petitioners or the Canadian operations in making the 1113/1114 Order or treat the Petitioners as a

controlled group with the Walter Energy US affiliates.

9. The Proof of Claim filed by the 1974 Plan and endorsed by the US Bankruptcy Court (the
"US 1974 Plan Claim") which the 1974 Plan relies upon in this proceeding does not contain any

reference to the Petitioners or Canadian enforceability of the Proof of Claim.

Division 3 — Additional Facts

The Steelworkers

10.  Walter Energy and Wolverine Coal Ltd. operating as Wolverine Coal Partnership
("Wolverine") own and operate an open pit coal mine near Tumbler Ridge, BC (the "Wolverine

Mine").

11.  The Steelworkers is the certified bargaining agent for production and maintenance employees

at the Wolverine Mine, representing approximately 308 employees.

12.  The Steelworkers and Wolverine are parties to a collective agreement, with a term August
1, 2011 to July 31, 2015, (the "Collective Agreement") which continued until the sale of the

Wolverine Mine in September 2016 and which now applies to the purchaser and the Steelworkers.

Canadian control of Wolverine Mine

13.  The Steelworkers bargained the Collective Agreement with the management of Wolverine,
who executed the Collective Agreement on its behalf: Hugh Kingwell, John Moberg and Michael
Milner.
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14.  Atalltimes during collective bargaining, the management of Wolverine represented that they
had the authority to negotiate and conclude the Collective Agreement, not Walter Energy’s US
affiliates.

15.  Atno point did the management Wolverine represent that the Wolverine Mine operations or

collective bargaining was controlled or directed by Walter Energy’s US affiliates.

16.  Collective bargaining was conducted based on Canadian market conditions, economics

expectations and the comparable Canadian operations.

17.  The Steelworkers has dealt with Wolverine management, primarily Hugh Kingwell, formerly
Human Resources Director of Wolverine (now Human Resources Director of Walter Canadian Coal
Partnership) in administering the Collective Agreement and dealing with grievances, not Walter
Energy’s US affiliates.

18.  Administrative services at the Wolverine Mine which involve the Steelworkers including
payroll, human resources, health and safety, benefits, and the environment were provided by

Wolverine, or Walter Canadian Coal Partnership, not Walter Energy’s US affiliates.

19.  Mining operations and production at the Wolverine Mine were directed through Wolverine,

not Walter Energy’s US affiliates.

The Steelworkers’ Employee claims

20.  The Steelworkers and its members have significant claims (included in the class of
"Employee Claims" in the Claims Process Order) against the Petitioners pursuant to the Collective

Agreement, the Labour Relations Code, and the Employment Standards Act.
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21.  The combined value of the Steelworkers’ Employee Claims not been precisely determined
as the claim process is continuing, but the Monitor has estimated the claims may be approximately

ten million dollars.

22. The claims of the Steelworkers include;:

a) damages for violation of section 54 of the Labour Relations Code, in failing to provide notice

of shut down and layoff of the Wolverine Mine in April 2014;

b) Severance Pay pursuant to Collective Agreement payable when approximately 294

employees laid off in April 2014 were not recalled within 2 years; and

c) Group Termination Pay pursuant to the Employment Standards Act because laid off

employees were not provided any working notice of termination.

23 The 1974 Plan Claim, if allowed at its claimed value of $900 million US, will almost
eliminate any recovery for the members of the Steelworkers’ Employee Claims, including those

arising under the Collective Agreement.

PART 2: RESPONSE TO RELIEF SOUGHT

24.  The Respondent Steelworkers consent to the granting of none of the relief sought in Part 2

of the notice of civil claim.

25.  The Respondent Steelworkers oppose the granting of all the relief sought in of Part 2 of the

notice of civil claim.
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26.  Inthe alternative, if the 1974 Plan Claim is allowed, it must be in a separate class than the

Employee Claims and only paid out after the Employee Claims are satisfied in full.

PART 3: LEGAL BASIS

27. The ERISA does not have and was not intended to have extra-territorial effect outside of the
United States.

28. The US 1974 Plan Claim was not intended have extra-territorial effect outside of the United
States.

29.  The 1974 Plan has not established that the Petitioners are a "controlled group" of Walter
Energy’s US affiliates pursuant to ERISA.

30.  Thedefinition of "controlled group" under ERISA cannot confer liability on Canadian entities

which are not otherwise liable.

31.  Allowing the1974 Plan Claim will effectively eliminate the Employee Claims for the

Steelworkers and is therefore not a reasonable or equitable plan.

32.  The Steelworkers' Severance Pay claim is payable pursuant to the Collective Agreement,
negotiated through the collective bargaining process, recognized as an activity protected by the

freedom of association guarantee in section 2(d) of the Charter of Rights and Freedoms.

33. Canadian Courts must interpret and apply the Companies Creditor’s Arrangement Act
consistent with Charter values, which include recognizing and prioritizing Collective Agreement

claims above foreign judgements, such as the 1974 Plan Claim.
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Address for Service of the Respondent Steelworkers:

Victory Square Law Office LLP
Attn: Craig Bavis

500 - 128 West Pender Street
Vancouver, BC V6B 1R8
Phone. 604.602.7988

Fax. 604.684.8427

email: cbavis@vslo.ca

Date: September 26, 2016 W

Craig D. Bavis
Counsel for the Respondent Steelworkers
Rule 7-1 (1) of the Supreme Court Civil Rules states:

(1)  Unless all parties of record consent or the court otherwise orders, each party of record to an
action must, within 35 days after the end of the pleading period,

(a) prepare a list of documents in Form 22 that lists
(i) all documents that are or have been in the party’s possession or control and
that could, if available, be used by any party at trial to prove or disprove a
material fact, and

(1)  all other documents to which the party intends to refer at trial, and

(b) serve the list on all parties of record.
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INT wSiflllil?,f\ﬂﬂl"COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND
IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
S.B.C. c. 2002, c. 57, AS AMENDED
AND
IN THE MATTER OF A PLAN OF COMPROMISE AND ARRANGEMENT

OF WALTER ENERGY CANADA HOLDINGS, INC., AND THE OTHER PETITIONERS
LISTED IN SCHEDULE “A” TO THE INITIAL ORDER

PETITIONERS

RESPONSE TO CIVIL CLAIM
Filed By United Mine Workers of America 1974 Pension Plan and Trust
(the “1974 Plan”)

Response Filed by: KPMG Inc. (the “Monitor™)

PART 1: RESPONSE TO NOTICE OF CIVIL CLAIM FACTS
Division 1 — Monitor’s Response to Facts

l. Given the position of the Monitor on the Notice of Civil Claim (the “Claim”) filed by the

1974 Plan set out herein, the Monitor neither admits nor denies any of the facts alleged in the
Claim.

LEGAL_26039496.1
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Division 2 — Monitor’s Version of Facts

Overview

2.

The Claim is filed by the 1974 Plan in the proceeding brought by the Petitioners pursuant
to the Companies’ Creditors Arrangement Act (the “CCAA”, and the “"CCAA
Proceeding”), and is advanced pursuant to the terms of the Claims Process Order dated

August 16, 2016 made by the Honourable Madam Justice Fitzpatrick.

Pursuant to paragraph 9 of the Claims Process Order, the Monitor is charged with
responsibility for managing the claims process in the CCAA Proceeding, subject to the

ultimate supervision of the Court:

The Monitor, in addition to its prescribed rights, duties, responsibilities
and obligations under the CCAA, the Initial Order and any other Orders of
the Court in the CCAA Proceeding, is hereby directed and empowered to
implement the Claims Process set out herein, including the determination
of Claims of Claimants and the referral of any Claim to the Court and to
take such other actions and fulfill such other roles as are authorized by this
Claims Process Order or incidental thereto.
Paragraphs 30 to 32 of the Claims Process Order provide the mechanism for the claim of

the 1974 Plan to be adjudicated by the Court and not by the Monitor.

Accordingly, the Monitor takes no position with respect to the adjudication of the 1974
Plan. The Monitor instead offers its assistance to the Court and will seek directions from
the Court as to what, if anything, the Monitor can do to assist the Court in the

adjudication of the Claim.

Division 3 — Additional Facts

The Monitor alleges no additional facts for these purposes at this time.

PART 2: RESPONSE TO RELIEF SOUGHT

7.

The Monitor take no position on the granting of the relief sought in Part 2 of the Notice
of Civil Claim but reserves the right to take a position on whether this Court should allow

the Claim if directed to do so by this Court.

LEGAL_26039496.1



PART 3: LEGAL BASIS

8. The Monitor takes no position on the legal basis asserted in Part 3 of the Notice of Civil
Claim but reserves the right to take a position regarding the basis on which the 1974 Plan

asserts the Claim if directed to do so by this Court.

Monitor’s address for service: McMillan LLP

1500 - 1055 W. Georgia Street,
P.O.Box 11117,
Vancouver, BC V6E 4N7

Attention: Peter J. Reardon

Fax number address for service (if any): (604) 685-7084
E-mail address for service (if any): Peter.reardon@mcmillan.ca
Date: 26/September/2016 " " /V((é ’L ;

Signature of )

[ plaintiff ~ [X] lawyer for the Monitor,
KPMG Inc.

Peter J. Reardon

Rule 7-1 (1) of the Supreme Court Civil Rules states:

(1) Unless all parties of record consent or the court otherwise orders, each party of record to
an action must, within 35 days after the end of the pleading period,

(a) prepare a list of documents in Form 22 that lists

(1) all documents that are or have been in the party’s possession or control
and that could, if available, be used by any party at trial to prove or
disprove a material fact, and

(i)  all other documents to which the party intends to refer at trial, and

(b) serve the list on all parties of record.

LEGAL_26039496.1



No. S-1510120
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT.
R.S.C. 1985, c. C-36, AS AMENDED

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
S.B.C. 2002, c. 57, AS AMENDED

AND
IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF WALTER ENERGY CANADA HOLDINGS,
INC. AND THE OTHER PETITIONERS LISTED ON SCHEDULE
6~A$3

PETITIONERS

RESPONSE TO CIVIL CLAIM

PETER J. REARDON
McMillan LLP
1500 — 1055 W. Georgia Street
Box 11117
Vancouver, B.C. V6E 4N7
(604) 6899111
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NO. 5-1510120
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT,
S.B.C. 2002, ¢. 57, AS AMENDED

AND

IN THE MATTER OF THE PLAN OF COMPROMISE AND ARRANGEMENT
OF WALTER ENERGY CANADA HOLDINGS, INC., AND THE OTHER PETITIONERS
LISTED ON SCHEDULE “A” TO THE INITIAL ORDER

PETITIONERS
REPLY

Filed by: The claimant, the United Mine Workers of America 1974 Pension Plan
and Trust (the “Claimant” or the “1974 Plan”)

In reply to: The Response to Civil Claim of the Civil Claim of the United Steelworkers,
Local 1-424 (the “Respondent Steelworkers”)

1. In this reply, capitalized terms shall have the meanings ascribed to them in the
Notice of Civil Claim.

2. In specific reply to paragraph 7 of Division 2 of Part 1 of the Response to Civil
Claim of the Respondent Steelworkers, the Pension Benefit Guaranty Corporation (the
“PBGC”) is required to assist a multi-employer pension plan to provide basic retiree
benefits (a) only if the pension plan is insolvent, (b) only to a limited extent, and (c) only
if the PBGC has sufficient assets to provide even limited assistance.

3. The 1974 Plan is in financial distress and had unfunded vested benefits of
approximately US$5.8 billion as of July 1, 2015.

4. Any financial assistance that the PBGC may provide in the future to the 1974
Plan will be limited to the PBGC guaranteed level of benefits. The PBGC guaranteed
level of benefits is much lower than the level of benefits promised to participants in the
1974 Plan in their collective bargaining agreements.



5. Further, as the PBGC has informed the United Stafes Congress, when the 1974
Plan becomes insolvent, the PBGC will be able to provide financial assistance at the
PBGC guaranteed level of benefits for only one to three years.

6. Thus, any financial assistance that the PBGC may in the future provide to the

1974 Plan will not make the 1974 Plan or its beneficiaries whole.
‘ H

Date: October 5, 2016

Signaﬁrwig Dennis
Lawy filing party

Rule 7-1 (1) of the Supreme Court Civil Rules states:

(1) Unless all parties of record consent or the court otherwise orders, each party of record to
an action must, within 35 days after the end of the pleading period,

(a) prepare a List of Documents in Form 22 that lists )

(i) all documents that are or have been in the party's posséssion or control and
that could, if available, be used by any party at trial to prove or disprove a
material fact, and

(i) all other documents to which the party intends to refer at trial, and
(b) serve the list on all parties of record.

23808963_4|NATDOCS 564818-1
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Summary of Intercompany Charges



Walter Energy Canada Holdings, Inc. et al
Summary of Intercompany Charges

(CAD $000's)"”
Summary of WCCP® payable

Amount
Transactions wcer®  gep®  wicp®  wcp®
December 2015 - WCCP funds mine entities for (4,500) 3,000 500 1,000

operational purposes

December 2015 - USD funds transferred from BCP to

3,474 3,474 - -
wccp® ( )

December 2015 - Excess balance remaining with WCCP
after purchase of CAD and collateralization of Letters of 2,430 (2,430) - -

Credit®

January 2016 - BCP funds WCCP's Letter of Credit
obligation

February 2016 - Mine entities fund WCCP for
operational purposes

March 2016 - WCP funds Belcourt Saxon Joint Venture
on behalf of WCCP

April 2016 - Fund WCCP in USD for Payment of Shared
Services to Walter Energy U.S.

April 2016 - Mine entities fund WCCP in USD for
operational purposes

July 2016 - Mine entities fund WCCP in CAD for
operational purposes

September 2016 - Mine entities fund WCCP in CAD for
operational purposes

188 (188) - -

6,000  (2,000)  (2,000)  (2,000)

150 - - (150)

1,317 (439) (439) (439)

750 (250) (250) (250)

1,500 (500) (500) (500)

1,500 (500) (500) (500)

Ending WCCP Payable to entities as noted 12,809 (6,781) (3,189) (2,839)

Summary of WCPY Payable

Amount
Result of LC Collateralization WCP BCP
January 2016 - BCP funds WCP's LC obligation 11,545 (11,545)
Ending WCP Payable to BCP 11,545 (11,545)
Summary of WICP® payable
Amount
Result of LC Collateralization WICP BCP
January 2016 - BCP funds WICP's LC obligation 6,100 (6,100)
Ending WICP Payable to BCP 6,100 (6,100)

NOTES

(1) - WCCP refers to Walter Canadian Coal Partnership, BCP refers to Brule Coal Partnership, WICP refers
to Willow Creek Coal Partnership, and WCP refers to Wolverine Coal Partnership.

(2) - The intercompany transactions above that were denominated in USD have been converted to CAD
using the Bank of Canada USD/CAD exchange rate at noon on the date of the transaction.

(3) - Payable results from the residual balance remaining in WCCP's USD account from the USD funds
transferred by BCP that was not required to purchase CAD$25M to cash collateralize the LC's.

(4) - The residual CAD balance remaining in WCCP from the CAD$25M purchased after collateralizing the
Letters of Credit.






