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This is the 11th Affidavit of
William E. Aziz in this case and

was made on June 27,2A17

NO. S-1510120
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES'CREDITORSARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND

rN THE MATTER OF THE BUS/NESS COR?ORATTONSACI
S,B.C. 2002, c.57, AS AMENDED

AND

IN THE MATTER OF THE PLAN OF COMPROMISE OR ARRANGEMENT OF NEW
WALTER ENERGY CANADA HOLDINGS, INC., NEWWALTER CANADIAN COAL
CORP., NEW BRULE COAL CORP., NEW WILLOW CREEK COAL CORP., NEW

WOLVERINE COAL CORP. AND CAMBRIAN
ENERGYBUILD HOLDINGS ULC

PETITIONERS

AFFIDAVIT

I, WILLIAM E. AZIZ, Chief Reshucturing Officer, of the Town of Oakville, in the Province of Ontario,

MAKE OATH AND SAY AS FOLLOWS:

I am the President of BlueTree Advisors lnc. ("BlueTree") which has been retained to provide my

services as Chief Restructuring Officer ('CRO') to the Petitioners (the "New Walter Ganada

Group"). As such I have personal knowledge of the facts hereinafter deposed, except where such

facts are stated to be based upon information and belief, and where so stated I do verily believe

the same to be true.

2. This Affidavit is made in support of a motion by the New Walter Canada Group for the foltowing

relief:

(a) An Order under the Companies' Creditors Arrangemenf Acl R.S.C. 1985, c. C-36 as

amended (the "GCAA") (the "Approvaland Vesting Order")

approving the proposed transaction (the "Transaction") contemplated by the

purchase agreement between New Walter Canadian Coal Corp. ("New WCCG',)

1
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and Peace River Coal lnc. ("PRC") dated as of May 31,2017 (the "BelSax APA");

and

(i i) upon delivery to PRC of the Monitor's Certificate attached to the proposed

Approval and Vesting Order as Schedule "A" (the "Monitor's Certificate") vesting

in the Purchaser New WGCC's right, title and interest in and to the BelSax Assets

(as described below) free and clear of any and all Claims and Encumbrances (all

as defined in the BelSax APA).

(b) An Order that the confidential twelfth affidavit of William E. þ¿iz sworn the date hereof and

the exhibits thereto (the "GonfidentlalAffidavit') be sealed, kept confidential, and notform

part of the public record.

I was initially retained by Walter Energy Canada Holdings, lnc. ("Walter Energy Canada") to

provide my services as CRO to Walter Energy Canada, its direct and indirect subsidiaries and

affiliates, and the partnerships listed on Schedule "C" to the Order of this Honourable Court made

on December 7, 2015 (the "lnitial Order") (collectively, the "O¡d Walter Ganada Group"). I was

retained pursuant to an engagement letter dated December 30, 2015, as amended in response to

certain requests made by Old Walter Canada Group stakeholders. BlueTree was appointed as

CRO of the Old Walter Canada Group pursuant to the Order of this Honourable Court made on

January 5, 2016 (the "SISP Orde/').

My engagement as CRO of the Old Walter Canada Group, other than as CRO of Cambrian Energy

BuiH Holdings ULC ("Gambrian"), was terminated on December 15, 2016, when the entíties

comprising that group filed for bankruptcy.

The companies comprising the New Walter Canada Group (other than Cambrian) were

incorporated on December 8, 2016, pursuant to the authorization granted in paragraph 5 of the

Order of this Honourable Court made on December 7 , 2016 (the "GGAA Procedure Order"). Each

such company became a Petitioner in these CCAA proceedings and subject to the CCAA Charges

(as defined in the CCM Procedure Order), and I became CRO of each new company in the New

Walter Canada Group when the companies were formed.

6. The information in this Affidavit is arranged under the following headings:

4
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l. The Proposed Transaction ........3

ll. The Proposed Transaction should be Approved...,............. ...............6

lll. SealingtheGonfidentialAffidavit 7

¡. THE PROPOSED TRANSACTION

Background

The proposed Transaction is a sale of the New Walter Canada Group's 50 percent interest in

Belcourt Saxon Limited Partnership ("BelSax LP") and Belcourt Saxon Coal Ltd. ("BelSax GP"),

and certain related assets (collectively, the "BelSax Assets").

8. As discussed in my tenth affidavit sworn on May 18,2017 in these proceedings (the "Tenth Aziz

Affidavit"), the BelSax Assets were transferred from the Old Walter Canada Group to the New

Walter Canada Group pursuant to the Order of this Honourable Court made December 21, 2016

(the "GCAA Gontinuity and Vesting Order"). The remaining 50 percent interest in BelSax LP and

BelSax GP is owned by PRC, a third party not affiliated with the NewWalter Canada Group. A copy

of the Tenth Aziz Affidavit, without exhibits, is attached hereto as Exhibit "4".

The BelSax Assets are subject to certain rights of first refusal (the "ROFR") and certain tag along

rights under the Belcourt Saxon Limited Partnership Agreement ("BelSax LPA'). PRC has the

benefit of the ROFR and the tag along rights. The ROFR and the tag along rights limit the

marketability of the BelSax Assets.

10. As discussed in the Tenth Aziz Affidavit, Conuma Coal Resources Limited ("Gonuma") sought to

acquire the BelSax Assets. The Conuma APA contained the Belcourt Put Option (both terms as

defined in the Tenth Aziz Affidavit) pursuant to which Conuma would have acquired the BelSax

Assets if the Old Walter Canada Group had been able to satisfy or obtain a waiver of the ROFR

within 60 days of the Closing Date (as defined in the Conuma APA). Conuma subsequently

extended the period for the exercise of the Belcourt Put Option. On February 1,2017, Conuma

materially increased the purchase price offered to acquire the BelSax Assets and made other

significant changes to its offer, and then improved the proposed purchase price again during

subsequent negotiations. The New Walter Canada Group received an executed third party offer

from Conuma on April 24,2A17, and signed an indication of its willingness to accept that third party

offer on April27, 2017.

I
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The New Walter Canada Group's indication of its willingness to accept Conuma's third party offer

triggered certain rights of PRC under the BelSax LPA, including the ROFR. On May 2, 2017,hhe

NewWalter Canada Group delivered (i) Conuma's offer; (ii) a corresponding offer to sellthe BelSax

Assets to PRC on substantially the same terms, as required by the BelSax LPA; and (iii) an

alternative request that PRC waive the ROFR (the "Third Party Offer Package"). This triggered a

45-day review period under the BelSax LPA.

On June 5, 2017, which was before the end of the review period, the New Walter Ganada Group

received from PRC the executed BelSax APA, indicating PRC's acceptance of New WCCC'g offer

to sell the BelSax Assets to PRC.

On June 8,2017, the Monitor received a cheque from PRC for the deposit required under the

BelSax APA.

A redacted copy of the BelSax APA is attached to this affidavit without exhibits as Exhibit "B". An

unredacted copy of the BelSax APA is attached as an Exhibit to the Confidential Affidavit, Also

attached as an Exhibit to the Confidential Affidavit is a copy of the Third Party Offer Package and

a copy of the BelSax LPA.

B. Key Terms of the Transactlon

15. All capitalized terms in this section not otherwise defined have the meaning given to them in the

BelSax APA.

16. The Purchaser is PRG, a subsidiary of Anglo American plc.

17 The BelSax APA contemplates that PRC will acquire (i) all of the partnership interests, marketable

shares and securities of BelSax LP and BelSax GP in which New WCCC has any right, title or

interest; and (ii) New WCCC's ¡nterest in the Belcourt Royalty.

18. ln addition, PRG shall, subject to the terms and conditions set out in the BelSax APA, assume the

following liabilities:

(a) All liabilities for or related to any obligation for any Tax that New WCCC bears as described

in Article 6 of the BelSax APA.

All post-Closing Liabilities with respect to the BelSax LP, BelSax GP, and the BetcouÉ

Royalty.

(b)

(c) All liabilities under the BelSax LPA.
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(d) AllEnvironmentalLiabilities,

The Closing Date for the Transaction will be two Business Days after the conditions precedent to
closing (other than conditions to be satisfied at Closing, but subject to the waiver or fulfilment of
those conditions) are satisfied, and must be no laterthan Friday, October 13,2A17, being 135 days

following the execution of the BelSax APA by PRC, as provided for under the BelSax LpA. The

conditions precedent to closing are standard in the CCAA context and include the following:

There shall be in effect no Law or Order prohibiting the consummation of the Transaction

that has not been withdrawn or terminated;

None of the Parties, or their respective directors, officers, employees or agents will be a

defendant or third party to or threatened with any litigation before any Government Entity

which could restrict or prevent that Party from performing any of its obligations in the

BelSax APA or any Transaction Document.

(c) Except for any failure to be true and correct that does not have a materiat adverse effect

on the ability of the other Party to consummate the Transaction, each representâtion and

warranty contained in Article 3 (PRC's representations and warranties) and Article 4 (New

WCCC's representations and warranties) shall be true and correct (i) as if restated on and

as of the Closing Date; or (ii) if made as of a date specified in Article 3 or 4, as of such date

(d) Each Party will have complied in all material respects with the covenants, obligations, and

agreements in the BelSax APA that is to be complied with by that Party on or before the

Closing.

(e) The Approval and Vesting Order shall have been entered in a form and substance

acceptable to each Party, and shall have become a Final Order.

Since December 28, 2016, New WCCC shall not have taken any step that is inconsistent

with the BelSax LPA that would have resulted in the BelSax LP and BelSax GP ceasing to

carry on the Business (as defined in the BelSax LPA) in the ordinary course, consistent

with past practice or that would have caused any changes in the Business, the Belcourt

Royalty or any of the assets (including, without limitation, the Belcourt Assets (as defined

in the BelSax LPA) and the Saxon Assets (as defined in the BelSax LPA)), operations,

affairs, or condition (financial or otherwise) of BelSax LP or BelSax GP, in each case other

than changes in the ordinary course of the Business, which do not, individually or in the

aggregate, constitute a material adverse change.

(a)

(b)

(f)
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(s) Since December 28, 2016, there shall have been no distributions (including, without

limitation, any distributions of cash by BelSax LP or returns of Capital (as defined in the

BelSax LPA)) declared or paid by BelSax LP or BelSax GP to New WCCC that have not

also been paid to PRC.

20. Based on the information available at the date of swearing, I anticipate that the closing date will

occur shortly following the issuance of the Approval and Vesting Order. Closing should occur in

July 2017.

21 The BelSax APA is subject to limited termination rights, and may be terminated in the following

manner and circumstances:

(a) By mutual written consent of the Parties.

(b) By either Party, upon wrltten notice to the other,

(¡) in the event of a material breach by the other party of that party's representations,

warranties, agreements or covenants set forth in the BelSax APA, which breach

(a) would result in a failure of the conditions to Closing set forth in Section 7.2 or

Section 7,3, as applicable, and (b) is not cured within seven days from receipt of a

written notice from the non-breaching Party;

(¡i) if a Government Entity issues an Order prohibiting the transactions contemplated

in the BelSax APA (provided, however, that this shall not be available to any Party

whose breach of the BelSax APA has been the principal cause ol or has direcfly

resulted in, the event or condition purportedly giving rise to a right to terminate

under the relevant provision); or

(iii) if the Closing does not take place by the Outside Date

(c) By New WCCC, if the BelSax APA is executed by PRC after the conclusion of the Review
Period.

22. PRC has paid a deposit that is more than 23 percent of the Purchase Price contemplated by the
BelSax APA.

II. THE PROPOSED TRANSACTION SHOULD BE APPROVED

The factors listed in Section 36 of the CCAA, among others, support the approvalof the Transaction

as follows:

The sales process leading to the proposed Transaction was reasonable in the

circumstances. The Belsax Assets were marketed three times: (i) prior to the

23.

(a)
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commencement of the CCAA proceedings as part of the broad canvassing of the market

by Walter Energy, lnc.'s and the Old Walter Canada Group's financial advisor; (ii) as part

of the marketing process for all of the assets of the Old Walter Ganada Group conducted

under the Sales and lnvestment Solicitation Process ('SISP') leading up to the execution

of the Conuma APA; and (iii) as part of the ancillary sales process conducted for the

Remaining Assets (with a note that the BelSax Assets may not be available due to certain

agreements with Conuma). The SISP is described in detail in my third affidavit sworn in

these proceedings on August 9, 2016 (the "Third Aziz Affidavit') as well as the Fourth

Report of the Monitor dated August 11,2016. This Honourable Court granted an Order,

made August 16, 2016, approving the transaction contemplated in the conuma ApA
resulting from the SISP that included a sale of the BelSax Assets to Conuma for a lower
purchase price. A copy of the Third Aziz Affidavit, without exhibits, is attached hereto as

Exhibit "C".

(b) The New Walter Canada Group has proceeded in good faith and with due ditigence

throughout the process, and has received advice from legal and financial advisors and from

the Monitor and the CRO.

(c) The Transaction has been approved by the Board of Directors of the members of the Walter

Canada Group in exercising their business judgement, that the Transaction is the best

outcome available to the New walter canada Group in the circumstances.

(d) The New Walter Canada Group has complied with the terms of the Betsax LPA, including

the ROFR, and sought to maximize the purchase price for the Belsax Assets throughout

the sales processes.

(e) I am informed by the Monitor and believe that itwill be filing its Eleventh Report stating that

the Monitor supports the Transaction.

(f) PRG is not related to any member of the NewWalter Canada Group.

(g) The proposed Transaction will improve creditors'recoveries.

(h) The consideration to be received in respect of the assets subject to the Transaction is

reasonable and fair, taking into account their market value.

III. SEALING THE CONFIDENTIAL AFFIDAVIT

24' The Purchase Price for the BelSax Assets Ís commercially sensitive and should not be disclosed

at any point before the Transaction successfully closes. lt is not necessary to disclose the exact
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pr¡ce because other terms of the BelSax APA have been disclosed and the Monitor will provide its

views on the Transaction. Further, the terms of the Third Party Offer Package and certain terms of

the BelSax LPA are commercially sensitive, contain information that would not normally be

publically available, and should not be publically disclosed.

The Confidential Affidavit which contain the foregoing information should therefore be sealed until

further order of this Honourable Court.

SWORN BEFORE ME atToronto, in
the Province of Ontario, on June 27,
2017 fr*N

)
)
)
)
)
)

wt E, AZIZ
Commissioner for Taking Affidavits
and Notary Public in the Province ofo"?T*L 

Ê,-,l.\{tr



This is Exhibit "4" referred to in Affidavit #11 ol
William E. Aziz sworn June 27, 2017 at Toronto,
Ontario.
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Thls is the 10th Affidavit of
William E. Aziz ín thls case and

was made on May 1A,201,7

NO. S-1510120
VANGOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIESCREDJTORSARRANGEMENT ACT,
R.S.C. 1945, c. G-36, AS AMENDED

AND

IN THE MATTER OF THE BUS'NESS CORPORATIONSACT,
S.B,C. 2002, c. 57, AS AMENDED

AND

IN THE MATTER OF THE PLAN OF COMPROMISE OR ARRANGEMENT OF NEW
WALTER ENERGY CANADA HOLDINGS, ]NC., NEWWALTER CANAD]AN COAL
CORP., NEW BRULE COAL CORP., NEWWILLOW CREEKCOAL CORP., NEW

WOLVERINE COAL CORP. AND CAMBRIAN
ENERGYBUILD HOLDINGS ULC

PETITIONERS

AFFIDAVIT

l, WILLIAM E . AZIZ, Chief Restructuring Officer, of the Town of Oakville, in the Province of Ontario,

MAKE OATH AND SAY AS FOLLOWS:

I am the President of BlueTree Advisors lnc, ("BlueTree")which has been retained to provide my

services as Chief Restructuring Officer ("GRO') to the Petitioners (the "New Walter Canada

Group'). As such I have personal knowledge ofthe facts hereinafterdeposed, exceptwhere such

facts are stated to be based upon information and belief, and where so stated I do verily believe

the seme to be true.

This Affidavit is made in support of a motion by the New Walter Canada Group under the

Companies' Creditors Arnngement Acf, R.S.C. 1985, c. C-36 (the "CCAA:') seeking the following

orders:
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(a) An Order authorizing but not requiring Gambrian Energybuild Holdings ULC ("Gambrlan")

to advance up to a further 1350,000 (for an aggregate maximum of Ê600,000) to the

members of the Walter UK Group, on a secured basis, to provide working capital for

Energybuild Ltd., and approving, nunc pro tunc, any steps taken in respect of such

advances prior to the date of the Order.

(b) An order extending the stay of proceedings in respect of the New walter Canada Group

to September29,2017.

I was initially retained by walter Energy canada Holdings, lnc. ("walter Energy canada") to

provide my services as CRO to Walter Energy Canada, its direct and indirect subsidiaries and

affiliates, and the partnerships listed on Schedule "C" to the Order of this Honourable Court made

on December 7, 2015 (the "lnitial Order") (collectively, the "Old Walter Ganada Group''). I was

retained pursuant to an engagement letter dated December 30, 2015, as amended in response to

certain requests made by Old Walter Canada Group stakeholders, BlueTree was appointed as

CRO of the Old Walter Canada Group pursuant to the Orde¡ of this Honourable Court made on

January 5, 2016 (the "SISP Order").

My engagement as CRO of the Old Walter Canada Group (other than as CRO of Cambrian) was

terminated on December 15, 2016, when the entities comprising that group filed for bankruptcy.

The companies comprising the New Walter Canada Group (other than Cambrian) were

incorporated on December 8, 2016, pursuant to the authorization granted in paragraph 5 of the

Order of this Honouraþle Court made on December 7 , 2416 (the "CGAA Procedurc Ordey''). Each

such company became a Petitioner in these CCAA proceedings and subject to the GCAA Charges

(as defined in the CCAA Procedure Order), and I became CRO of each new company in the New

Walter Canada Group, when the new companies in the New Walter Canada Group were formed.

Capitalized terms used but not defined in this Affidavit have the meanings given to such terms in

the affidavits I have previously sworn in these CCAA proceedings.

4.

5.

6.
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7. The information in this Affidavit is arranged under the following headings:

l. Activlties Slnce Last Update .................8

Approval of Further Advances to the Walter UK Group..,, ¡..,,¡......¡r.r......,............7

I. ACTIVITIES SINCE LAST UPDATE

Potential sale of Belcourt saxon Limited partnership and Related Assets

The Old Walter Canada Group owned a 50 percent interest in Belcourt Saxon Limited partnership

("BelSax LP") and Belcourt Saxon Coal Ltd. ("BelSax GP"), which has since been transferred to

the New Walter Canada Group pursuant to the CCAA Continuity and Vesting Order. The other 50

percent ¡nterest in BelSax LP and BelSax GP is owned by the Peace River Coal lnc, (,,pRC',), a

third party not affiliated with the New Walter Canada Group. lt is affiliated with Anglo American

Exploration (Canada) Ltd.

The Belcourt Saxon Limited Partnership Agreement ("BelSax LPA") contains certain rights of first

refusal (the "ROFR") and certain tag along rights in respect of a sale of a límited partner's interest

in BelSax LP, BelSax GP and certain related assets (collectively, the "Belsax Assets,'). pRC has

the benefit of the ROFR with respect to any sale of the BelSax Assets by the New Walter Canada

Group.

10 As described in my third affidavit sworn on August 9, 2016 in these proceedings (the "Third Azlz

Affldavlt"), the Old Walter Canada Group, as vendors, and Gonuma Coal Resources Limited

("conuma'), as purchaser, entered into an agreement made August g, 2016 (the "conuma ApA")

for the sale of a majority of Walter Energy Canada's assets (the 'Gonuma Transaclon'). Conuma

sought to acquire the Old Walter Canada Group's BelSax Assets as well. The Conuma ApA

contained the an option (the "Belcourt Put Optlon"), pursuant to which Conuma would acquire the

BelSax Assets if the old Walter Canada Group was able to satisfiT or obtain a waiver of the ROFR

I
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pr¡or to the date 60 days following the Closing Date (as defined in the Conuma ApA), The

unredacted Conuma APA that sets out the purchase price for the Old Walter Canada Group's

BelSax Assets is sealed pursuant to an Order of this Honourable Court dated August 1S, 2016.

Conuma extended the period for the exercise of the Belcourt Put Option while the Old Walter

Canada Group sought a waiver of the ROFR from PRC. To date, no waiver has been obtained.

On February 1,2A17, Conuma materially increased the purchase price offered to acquire the New

Walter Canada Group's BelSax Assets and made other significant changes to its offer.

Subsequently, the New Walter Canada Group engaged in negotiations with Conuma to clarify and

document the revised offer. During this process, the New Walter Canada Group obtained a further

improved purchase price for the BelSax Assets and other improvements to the offer. The New

Walter Ganada Group and Conuma negotiated a third party offer for the BelSax Assets that is

lntended to satisfy allthe requirements for such an offer set out in the BelSax LpA. The New Walter

Canada Group received the executed third party offer from Conuma on April 24,2017, and signed

an indication of its wiltingness to accept that third party offer on Aprit 27,2017.

The New Walter Canada Group's indication of its willingness to accept Conuma's third party offer

triggered certain rights of PRC under the Betsax LpA, including the RoFR, on May 2,2017, the

New Walter Canada Group delivered (i) Conuma's offer; (ii) a conesponding offer to sell the BelSax

Assets to PRG on substantially the same terms, as requíred by the BetSax LpA; and (iii) an

alternative request that PRC waive the ROFR. This triggered a 45-day revìew period under the

BelSax LPA in respect of the sale of the BelSax Assets, at the conclusion of which the New Walter

Canada Group will be.permiited to sell the BelSax Assets to Conuma unless PRC agrees to

exercise its ROFR. PRC has not yet responded to the thi¡d party offer,

Following the conclusion of the review period, the New Walter Ganada Group anticipates seeking

an order from this Honourable Court approving the sale of the BelSax Assets either to rSonuma or

to PRC and vesting the BetSax Assets in the purchaser.
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Terminatlon of New Walter Canada Group's lnterestrs in Twin Slsters Nurcery Llmlted
Partnership

Walter Canadian Coal Partnership ("WCGP"), a member of the Old Walter Canada Group, was

party to two agreements in relation to the Twin Sisters Native Plants Nursery Limited partnership

("Twin Sisters LP"): (i) a Shareholders'Agreement dated April 11,2}1gwith the Saulteau First

Nation ("Saulteau"), the West Moberly First Nation ("West Moberly"), and Twin Sisters Native

Plants Nursery General Partner lnc. ("Twin Sisterc GP'); and (ii) a Side Agreement dated April 1 1,

2013 with Saulteau, West Moberly, and Twin Sisters GP. WCCP's interests were transferred to

New Walter Ganadian CoalCorp. ("New WGCG|).

Among other reasons, WCCP was party to these agreements in connection with a deed of gift in

respect of a parcel of land near Chetwynd, BC. Pursuant to the deed of gift, WCCP gave the parcel

of land to Twin Sisters GP in order for a plant nursery to be constructed to supply plants in

connection with mine remediation efforts. WCCP retained an option to repurchase lhe parcel of

land in certain circumstances. This option to repurchase was sold to Conuma as part of the Conuma

Transaction.

As a result of the sale of the option to repurchase (and certain subsequent transactions) and these

CCAA proceedings, the New Walter Canada Group had no further reason to be party to the

agreements in respect of the Twin Sisters LP. The Walter Canada Group was asked by counselto

Twin Sisters GP to enter into agreements to terminate its interests in the Shareholders'Agreement

and the Side Agreement, Therefore, New WCCC entered into (i) a Termination Agreement, made

as of February 2,2017, with Saulteau, West Moberly, and Twin Sisters GP; and (ii) a Termination

and Amending Agreement, madê as of February 2,2017, with Saulteau and West Moberly. These

agreements terminated New WCC's interests in the Shareholders' Agreement and the Side

Agreement, respectively, and provided customary mutual releases in respect of matters related to

Twin Sisters LP and Twin Sisters GP.

15.

16.

17
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C. Update Regarding Other Matters

Since January 12,2017, the date of the ninth affidavit I swore in these CCAA proceedings, the New

Walter Canada Group has:

attended to post+losing matters in respect of the Residual Asset Sale Transaction (as

described in my fifth affidavii sworn in these proceedings on December 21, 2016);

(b) attended to post-closing matters in respect of the Conuma Transaction, including, among

other things, obtaining a certificate from Conuma certifying that all permits and other

approvals contemplated under the Conuma APA have been transferred to Conuma or

othenrise obtained and that there were no incldents, violations or occurrences that may

have given rise to a claim by the New walter canada Group against conuma under the

Contract Mining Agreement. The Contract Mining Agreement therefore terminated ln

accordance with its terms and the Monitor issued its second certificate to Conuma to

extinguish the lndemnification Security lnterest Charge granted over certain property

vested in Conuma pursuant to the Approval and Vesting Order of this Honourabte Court to

secure Conuma's indemnification obligations under the Contract Mining Agreement; and

(c) arranged for directors and officers liabílity insurance for the New Walter Canada Group to

be extended to June 30,2017

ln addition, since January 12,2017,the New Walter Canada Group has attended to various matters

related to the claims process established by the order of this Honourable Court made on August 16,

2016 (the "Glalms Proces6"), including the following;

settling the claim of Joseph strong, a former employee at the wolverine Mine who had

been disputing the disallowance of his claim by the Monitor.

Reaching an agreement with un¡ted steelworkers, Local1424 on dismissing the petitions

for iudicial review as discussed in greater detail in the Ninth Repori of the Monitor dated

March 10, 2017 , and on a process for the Monitor to receive funds held in trust by counsel

(a)

(a)

(b)
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for the Steelworkers and to disburse those funds to members of the Steelworkers with

allowed claims under section 54 of the B,c. labourRelations code, R.s.B.c. 1996, c. 44.

(c) Engaged with parties holding disputed claims regarding the pròcess for the advancing their

claims,

II. APPROVAL OF FURTHER ADVANCES TO THE WALTER UK GROUP

Pursuant to the authorization granted by the Order of this Honourable Court dated Decembet 21,

2016, Cambrian loaned Ê250,000 to the Walter UK Group, on a secured basis, to provide working

capital to Energybuild Ltd. while efforts were made to sell the Walter UK Group or its assets. Alt the

members of the Walter UK Group have guaranteed the loan and have granted security for those

guarantees.

As described in my eighth affidavit sworn on December 20,2016 in these proceedings (the ,'Eighth

Azlz Affldavit"), Energybuild Ltd. is the operating company that owns and operates the

Aberpergym underground coal mine located at the Neath Valley in Wales, The mine is currenily in

care and maintenance.

The New Walter Ganada Group and the dírectors of the Walter UK Group have been analyzing

Energybuild Ltd.'s business and seeking opportunities to sell Energybuild Ltd. and its affiliates or

their assets. As described in the Eighth Aziz Affidavit, an interested party has come forward

regarding a potential sale of Energybuild Ltd. and certain of its affiliates. The interested party

remains interested in acquiring these assets, but has requested that certain conditions be satisfied

in respect of claims that may be made against Energybuild Ltd. and any of its affiliates that may be

acquired.

23. The New Walter Canada Group and the Walter UK Group have engaged in discussions with the

relevant persons in respect of their claims in an effort to satisff the interested party's requests,

These discussions are ongoîng.

21

22
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24. As a result of the interested party's conditions and other matters in these CCAA proceedings,

including litigation in respect of the claims Process, the additional month that was originally forecast

for the completion of the negotiations of a sale of Energybuild Ltd, has proven to be overly

optimistic. Further time is needed to negotiate wlth the interested party and other stakeholders in

an effort to achieve a resolution that is in the best interests of the New Walter Canada Group, the

Walter UK Group and their respective stakeholders,

25. The New walter Canada Group has been provided with cash flow forecasts for Energybuild Ltd.

that indicate a cash need of approximatefy €350,000 through to the end of the proposed extended

Slay Period. As such, the New Walter Canada Group is seeking this Honourable Court's

authorization to advance up to an addltlonalA3S0,O00 (for an aggregate totalof Ê600,000) on a

secured basis to the Walter UK Group to fund Energybuild Ltd,'s working capital needs whi6

negotiations regarding a potential sale continue.

26. The New Walter Canada Group anticipates completing the sale of Energybuild Ltd. or finding

another option for the Walter UK Group prior to the conclusion of the proposed extended Stay

Period, but is seeking authorazation to make such further secured advances es the New Walter

Canada Group determines, in the exercise of their business judgement, are in the best interests of

Cambrian and the othel members of the New Walter Canada Group up to an aggregate mex¡mum

of Ê600'000. No additional funds will be advanced unless the New Walter Canada Group

determines that such further advance will be in the best interests of Cambrian and the other

members of the NewWalter Canada Group,

III. STAY EXTENSION

This Honourable Court granted a stay of proceedings in the lnitial Order, until January 6, 2016 or

such later date as this Honourable court may order (the "stay perlod',). on January 5, 2016, this

Honourable court extended the Stay Period until and including April 5, 2016. On March 30, 2016,

this Honourable Court extended the Stay Period untiland including June 24, 2016. On June24,

2016, this Honourable Gourt extended the Stay Period untiland including August19,2016, On

27
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August 16, 2016, this Honourable Court extended the Stay Period until and including January 17,

2017. On January 16, 2017, this Honourable Court extended the Stay Period until and including

May 31,2017.

The New Walter Ganada Group is requesting an extension of the Stay Period until and including

September 29,2017. This extension is being requested to allow the New Walter Canada Group to

continue the Claims Process (including any further adjudication of the 1974 Plan's claim), to move

fon¡¡ard with the sale of the BelSax Assets, and to address matters relating to the Walter UK Group.

From my review of the current cash flow projections, I do verily believe that the New Walter Canada

Group will have sufficient operating cash to continue operations during the proposed extended Stay

Period.

The New Walter Canada Group has been proceeding in good faith and with due diligence in these

proceedings, as outlined above.

It is my understanding that the Monitor supports the extension of the Stay Period and will file a

report attaching a cash flow forecast that demonstrates, subject to the assumptions more fully set

out in the report, that the New Walter Canada Group has sufficient liquidity to continue íts operations

as currently conducted through to the end of the proposed extended Stay Perlod,

It is in the best interests of the New Walter Canada Group and all its stakeholders that the Stay

Period be extended to September 29,2017 to enable the New Walter Canada Group to complete

the Claims Process, move forward with the sale of the BelSax Assets, and deal with matters relating

to the Walter UK Group.

SWORN BEFORE ME atToronto, in
the Province of Ontario, on May 18,
2017,tt

,\-_
Commissioner for Taking Atfidavits
and Notary Public ín the Province of

"'Hliù" ftF'f"

1,r,,(/
WLLIAM E. AZIZ
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PURCHASE AGREDMENT

This Purchase Agreement isdatedfu4 2017, among New Walter Canadian Coal Corp.

(the ''Selter") and Peace River Coal Ltd. (tñe "Purchaser" and, collectively with the Seller, the

"Partieso").

A,

WHEREAS

F,

G

Walter Energy Canada Holdings, lnc. ("Walter Energy Canâda"), Walter Canadian

Coal Partnership (the "Walter Canadian Coal") and certain of their Affiliates applied

for and were granted protection under the Companies' Credltors Arrangemew Aü (rhe

"CCAA') pursuant to an InitialOrder dated December 7,2015 (as amended and restated

from time to time, the "Initial Order") of the Supreme Court of British Columbia (the

"Court"). Pursuant to the Initial Order, KPMC Inc. was appointed as Monitor (the

"Monitor") in the CCAA proceedings bearing Court FileNo. S-1510120 (the "CCAA
Proceedings");

On January 5,2016, the Court granted an Order (the "SISP Ordef') which, among other
things, approved the Sale and lnvestment Solicitation Process in connection rvith the sale

of all or substantially all of the assets or business of V/alter Energy Canada and its
Affiliates, including the assets of Walter Canadian Coal (the "SISP'');

Pursuant to the SISP Order, BlueTree Advisors Inc. was appointed as the Chief
Restructuring Officer (the "CRO") to select one or more successful bids for the assets of
Walter Energy Canada and its Affiliates, in consultation with the Monitor;

On August 8, 2016, Walter Energy Canada and Conuma Coal Resources Limited
("Conumâ") entered into an asset purchase agreement (the "Conuma APA") with
respect to the "Assets" and the "Assumed Liabilities" (as those terms are defined in the
Conuma APA) of Walter Energy Canada and its Affiliates. Thc principal transactions
contemplated by the Conuma AFA closed on Sepiember 9,2016 and Walter Canadian
Coal had the right to sell certain BelSax Assets (as defined below) to Conuma pursuant to
the Belcourt Put Option as set oui in the Conuma APA;

Walter Canadian Coal was a pârty to the BelSax LPA (as defined below) until December
28, 2016, pursuant to whioh Walter Canadian Coal held certain partnership interests,
marketablc shares and securities of the BelSax LP (as defined below) and of BelSax GP
(as defìned below);

On December 28, 2016. the BelSax Assets were transferred to the Seller and Seller
became paúy to the BelSax LPA pursuant to an order of the Court pronounced December
2l,2016 (the "CCAA Continuity and VestingOrdef');

The Purchaser is also a party to the BelSax LPA and pursuant to the terms of the BelSax
LPA had the benefit of certain rights of filst refusal over any sale by tWalter Canadian
Coal (and the Seller as successor in interest) of the BelSax Assets;

On April 27,2017, the Seller indicated its wíllingness to accept a third party offer from
Conuma dated April 24,2A17 (the "Conuma Third Party Offer") for the acquisition of
the BelSax Assets, which triggered the Purchaser's rights of fìrst refusal pursuant ro the
terms of the BelSax LPA in respect of the BelSax Assets;

B

C.

D.

E.

H.
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The Purchaser has informed the Seller that it wishes to exercise its rights of frst refi¡sal
and acquire all of the Seller's interest ¡n the BelSax Assets on substantially the same relevant
terms and conditions as set forth in the Conuma Third Party Offer; and

The Seller has agreed to transfer to the Purchaser, and the Purchaser has agreed to
purchase and to assume, the BelSax Assets and the Assumed Liabilities from the Seller
upon the terms and conditions set forth hereinafter.

NO\ry, THEREFORE, in consideration of the respective covenants, representations and
warranties made herein, and of the mutual benefrts to be derived hereby (the sufficiency of which
are acknowledged), the Parties agr6e as follows:

ARTICLE 1

INTERPRETATION

l.t Definitions

Capitalized terms used but not otherwise defìned herein shall have the meanings set forth
below:

"Action" means any Claim, litigation, action, suit, charge, arbitration or other legal,
administrative or judioial proceeding.

"Additional Orderu" has the meaning set forth in Section 5.1.3.

"Affiliate" m€ans, as to any Person, any other Person that directly or indirectly through
one or more intermediaries Controls, or is under oommon Control with, or is Controlled
by, such Person.

"Agreement" means this Purchase Agreement, including the recitals, and all
amendments hereto made in accordance with Section 10.7,

"Approval and Vesting Order" has the meaning set forth in Section 5.1 ,2.

"Assumed Liabilities" has the meaning set forth in Section 2.1,2

"Bankruptcy Law" means the CCAA, the Banlruptcy and Insolvency Act (Canada) and
the other applicable insolvency Laws.

"Belcourt Royalty' means the "Royalty" reserved to Westem Canadian Co'al Corp. (a
predecessor in interest to the Seller) in paragraph 3.1 of the Belcourt Asset Transfer
Agreement between Wester Canadian Coal Corp and BelSax LP dated March 2,2005.

"BelSax Assets" means all partnership interests, marketable shares and securities of
BelSax LP and BelSax GP in which the Seller has any right, title or intorest and the
Seller's interest in the Belcourt Royalty.

"BelSax Purchaser Assets" means all partnership interests, marketable shares and
securities of BelSax LP and BelSax GP in which the Purchaser has any right, title or
interest.

"BelSax Licences'o means the coal licenses issued under the Coal Act (British Columbia)
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and the applications for coal licenses to be issued thereunder, owned by the BelSax LP as

of the date of this Agreement.

"BelSax GP" means Belcourt Saxon Coal Ltd

"BelSax LP" means Beloourt Saxon Coal Limited Partnershþ

"BelSax LPA" means the Belcourt Saxon Limited Partnership Agreement dated March 2,
2005, among BolSax CP, Westem Canadian Coal Corp. (the predecessor-in-interest to
the Seller) and NEMI Northern Energy & Mining Inc. (the predecessor-in-interest to the
Purchaser).

"Books and Records" means those books, records, files, catalogues, datâ, information,
other information in any form (tangible or intangible) relating exclusively to the BelSax
Assets that are owned by the Seller and not duplicative of such documents owned by the
Purchaser and provided further however that the term "Books and Records" shall not
inolude any of the foregoing items that do not relate exclusively to the BelSax Assets.

"Business l)ay" means a day on which the banks are open for business (Saturdays,

Sundays, statutory and civic holidays excluded) in Vancouver, British Columbia, Canada.

'CCAA" has the meaning set forth in the recitals to this Agreement.

"CCAA Continuity and Vesting Ordef' has the meaning set forth in the recitals to this
Agreement.

"CCAA Proceedings" has the meaning set forth in the recitals to this Agreement.

"Claim" has the meaning set forth in Section 2(1) of the CCAA.

"Closing" has the meaning set forth in Seotion 2.3.1.

"Closing Date" has the meaning set forth in Section 2.3. I .

"Competition Acf'means the Competition Act (Canada).

"Conuma Third Party Offer" has the meaning set forth in the recitals to this
Agreement.

"Consent"' means any approval, authorization, consent, order, iicense, permission,
permit, qualification, exemption or waiver by any Government Entity or other Third
Party.

"Contract" means any legally binding contract, agreement, obligation, license,
undertaking, instrument, lease, ground lease, commitment or other anangement, whether
written or oral.

"Control", including, with its correlative meanings, "Controlled by" and "under
common Control with", means, in conneotion with a given Person, the possession,
directly or indirectly, of the power to either (i) elect more than 50% of the di¡ectors of
such Person; or (ii) direct or cause the direction of the management and polioies of such
Person, whether through the ownership of securities, Contraot or otherwise.
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"Court" has the meaning set forth in the recitals to this Agreement.

ßCRA" means the Canada Revenue Agency.

"CRO' has the meaning set forth in the recitals to this Agreement.

"I)&O Indemnitees" has the meaning set forth in section 5.1 1.1.

"D&O Indemnitor" has the meaning set forth in section 5.1Ll.

"Deposif'has the meaning set forth in Section 2,2,2(a).

"Environmenf' means the environment or natural environment as defined in any
Environmental Laws and includes air, surface ïvater, ground water (including potable
water, navigable water and wetlands), land surfaoe, soil, subsurfaoe, subsurface strata,
and natural resources.

'oEnvironmental Lawn' means any applicable Law relating to contamination, pollution or
proteot¡on of the Environment, plant life, animal and fish or other natural resources or
human health, including Laws relating to the exposure to, or Releases or threatened
Releases of, Hazardous Materials or otherwise relating to the manufacture, pr€sence,
processing, distribution, use, treatment, storag€, Release, transport, disposal, transfer,
discharge, control, recycling, production, generation or handling of Hazardous Materíals
and all Laws with regard to monitoring, recordkeeping, notification, disclosure and
reporting requirements respecting Hazardous Materials, each as amended and as now in
effoct.

"Envinonmental Liabilities" shall mean any and all Liability arising out of, based on or
resulting from (i) the presence, Release, or tlueatened Release, into the Environment of
any Hazardous Materials or substances existing or arising on, beneath or above any area
covered by the BelSax Licences and/or emanating or migrat¡ng and/or threatening to
emanate or migrate from any area covered by the BelSax Licences to other properties; (ii)
the storage, disposal, handling or treatment of or the arrangement for the storage,
disposal, handling or treatment of Hazardous Materials originating or transported from
any area covered by the BelSax Licences s to an off- site treatment, storage or disposal
facility; (iii) physical disturbance of or harm or injury to the Environment on, beneath or
ûom any area covered by the BelSax Licences, including any reclamation obligations; or
(iv) the violation or alleged violation of any Environmental Laws relating to the BelSax
Licences or any area covered by the BelSaxLicences.

"Excluded Liabilities" has the meaning set forth in Section 2.1.3.

"Final Order" means an action taken or Order issued by the applicable Government
Entity as to whioh: (i) no request for stay of the action or order is pending, no such stay is
in effect, and, if any deadline for filing any such request is designated by statute or
regulation, it is passed, inoluding any extensions thereof; (ii) no pctition for rehearing or
reconsideration of the action or order, or protest of any kind, is pending before the
Government Entity and the time for filing any such petition or protest is passed; (iii)
the Government Entity does not have the aotion or order under reconsideration or review
on its own motion and the time for such reconsideration or review has passed; and (iv)



the action or order is not then una., ¡uaSiriul review, thera is no notice of application for
leave to appeal, appeal or other application for judicial review pending, and the deadline
for fìling such notice of appeal or other application for judicial review has passed,
including any extensions thereof.

"Govemment Entlty" means any Canadian, foreign, domestic, federal, territorial,
provincial, stafe, municipal or local governmental authorit¡ quasi-governmental
author¡ty, instrumentality, court, government or self-regulatory organization, bureau,
board, commission, tribunal or organization or any regulatory administrative or other
ag€ncy, or any political or other subdivision, department or branch of any of the
foregoing having jurisd ictio n.

"GSTÆIST" means goods and services tax, including harmonized sales tax, interest,
penalties and fines payable under Part IX of the Excise Tax Act (Canada) and the
regulations made thereunder.

"Hazardous Materials" means (i) petroleum, petroleum products, asbestos in any form,
mold. urea formaldehyde foam insulation, lead based paints, polychlorinated biphenyls or
any other material or substance regulated pursuant to Environmental Laws; and (ii) any
solid, liquid, gas, sound, vibration, odour, mine tailings, chemical, material or other
substance, contaminant or pollutant which is regulated, prohibited, limited, defined,
designated or listed or otherwise characterized, alone or in any combination, as

"hazardoust', tthazardous waste", t'solid waste", o'radioactive", "deleterious", "effluent",
'toxict', t'caustic", "dangeroust', a ttcontaminanttt, a ttpollutanttt, a t'\ilâstetn, a ttspeoial

ìvastet', a "soutce of contaminationt' or ttsource of pollution", or words of similar
meaning, under any Environmental Law.

"Initial Order" has the meaning set forth in the recitals to this Agreement.

"Interest" means any legal or equitable assertion of right in Property, including a royalty,
produçtion royalt¡ restrictive covenant, or assertion ofa right or interest in a percentage
of income, production, minerals, profit, revenuen payment or sale, or any other right of
payment asserted in the nature of a royalty or interest, including any interest.

"Investment Canada Act'n means the Investment Canada Act (Canada).

"Knowledge" or "aware of' or 'onotice of' or a similar pluase shall mean, with reference
to the Seller, the actual knowledge of the CRO after reasonable inquiry, and, with
reference to the Purchaser, the actual knowledge of David Lortie after reasonable inquiry.

'rl,aw' means any foreign, domestic, federal, territorial, state, provincial, local, regional
or municþal statute, law, common law, ordinance, rule, bylaw, regulation, Order, writ,
injunction, directive. judgment, decree, code, policy standard, criteria, condition or
guideline having the force of law.

"Liabllities" means any and all debts, liabilities, obligations,and Claims, whether accrued
or fixed, absolute or contingent, matured or unmatured or determincd or
undeterminable, including thosc arising under any Law or Action and those arising under
any Contract or otherwise, including any Tax liability, or under Environmental Laws.

"Lien" means, as to all BelSax Assets, any lien, Interests, mortgage, deed of trust,
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judgment Iien, pledge or security interest, hypothec (including legal hypothecs),
encumbrance, floating charge, mechanic's lien, builder's lien, materialmen's lien,
servitude, easement, enmoachment, right-of-way, restrictive covenant on real or
immovable propefiy, real property lioenseo other real property rþhts in favor of Third
Parties, charge, prior claim, lease, statutory or deemed trust or conditional sale
arrangement, including the Adminisilatìon Charge, the Directors' Charge, the KERP
Charge, the Success Fee Chargc, and the Intercompany Charge (each as defined in the
Initial Order and the SISP Order, as applicable).

"Monitor" has the meaning set forth in the recitals to this Agreement.

"Monitor's Certificstd' means a certificate signed by the Monitor and confirming that
(i) the Purchaser has paid, and the Monitor has received payment o[, the Purchosc Price,
in relation to the purchase by the Purchaser of the BelSax Assets; and (ii) the conditions
to be complied with at or prior to the Closing as set out in Article 5 and Article 7,
respectively, have been satisfied or waived by the Seller or the Purchaser, as applicable.

"Ord€r" means any order, injunction, judgment, decree, direction, instructions, ruling,
writ, assessment, arbitration award or penalties or sanctions issued, filed or imposed by
any Government Entity.

"Ordinary Courteo' means the ordinary course of the business of the BelSax LP
consistent with past practice, as such practice is, or may have been, modified as a result
of the CCAA proceedings or any transaotion completed during, and as part of, the CCAA
Proceedings.

"Outside Date" has the meaning set forth in Section 2.3.l.

"Partief' has the meaning set forth in the recitals to this Agreement.

'?ermitted Encumbrances" means statutory Liens for Taxes or governmental
assessments, charges or claims the payment of which is not yet due, or for Taxes which
are being contested in good faith by appropriate prooeedings, but excludes the
Administration Charge, the Directors' Charge, the KERP Charge, the Suocess Fee
Charge, and the Intercompany Charge.

"Person" means an individual, a partnership, a corporation, an association, a limited or
unlimited liability company, a joint stock company, a trust, a joint venture, an
unincorporated organization or other legal entity or Government Entity.

"Propert¡r" means any interest in any kind of property or asset, whether real (including
chattels real), personalor mixed, movabls or immovable, tangible or intangible.

"PST" means any tax, interest, penalties and fÌnes payable under the Provincial Sales Tasc

lcl (British Columbia) and the regulations made thereunder.

"Purchsse Price" has the meaning set forth in Section 2.2.1.

"Purchaser" has the meaning set forth in the preamble to thisAgreement.

"Release" means any releaso, spill, emission, discharge, leaking, pouring, emptying,
escaping, pumping, dumping, injection, deposit, disposal, dispersal, leaching, spraying,
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abandonment, throwing, placing or migration into thc indoor or outdoor Environment or
into or out of any Property.

"Review Period" means the forty-five (afl day timeframe commencing on May 2,2017
referred to in seotion 15.2 of the BclSax LPA during which period the Purchaser is given
the right to purchase from the Seller the BelSax Assets for the price and on the terms of
the Conuma Third Party Offer.

"Securities Commissions" means, collectively, the securities commissions or similar
securities regulatory authorities of all of the Provinces of Canada.

"SecuritÍes Lalvs" means all securities Laws applicable to either the Seller or the
Purchaser or their parent companies.

"Seller" has the meaning set forth in the preamble to this Agreement.

"SISP" has the meaning set forth in the recitals to this Agreement.

"SISP Order" has the meaning set forth in the recitals to this Agreement.

"Tax" means any domestic or foreign federal, state, local, provincial, territorial or
municipal taxes or other impositions by any Government Entity, including Transfer Taxes
and the following taxes and impositions: net income, gross income, capital, value added,
goods and servioes, capital gains, alternative, net worth, harmonized sales, gross receipts,
sales, use, ad valoremn business rates, transfer, franchise, profits, business, environmentaln
real or immovable property, municipal, school, Canada Pension Plan, withholding,
workets' compcnsation levies, payroll, employment, unemployment, employer health,
occupation, social security, excise, stamp, oustoms, and all other taxes, fees, duties,
assessments, deductions, contributions, withholdings or charges of the same or of a
similar nature, however denominated, together with any interest and penalties, fines,
additions to tax or additional amounts imposed or assessed with respect thereto.

"Tax Act" means the Income Tax Á.cl (Canada) and the regulations promuþatcd
thereunder.

"Tax Authority" means any local, municþal, governmental, state, provincial, territorial,
federal, including any Canadian or other fiscal, customs or exoise authority, body or
officials anywhere in the world with responsibility for, and competent to impose, collect
or administer, any form of Tax.

"Tax Returns" means all returns, reports (including elections, declarations, disclosures,
statements, schedules, estimates and information returns) and other information filed or
required to be filed with any Tax Authority relating to Taxes.

"Third Party" m€ans any Person that is neither a Party nor an Afüliate of a Party.

"Transaction Documents" means this Agreement, any agreement that may be necessary
for the assignment and assumption of the Assumed Liabilities from the Seller to the
Purchaser and all other ancillary agreements to be entered into, or documentation
delivered by, any Party pursuant to this Agreement, each in registrable forrn as may be
required.
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"Transfer Taxes" means all goods and services, saleS, exoise, use, transfer' gr0ss

receipts, documentary, filing, recordation, value-added, stamp, stamp duty reserve' and

all oiher similar taxes, duties or other like charges, however denominated, in eaoh case

including interest, penalties or additions atfiibutable thereto whether or not disputed,

arising out of, or in connection with the transactions provided for herein, regardless of
whethãr the Government Entity seeks to oollect the Transfer Tax from the Seller or the

Purohaser, including GST/ HST and PST.

"W¡lter Canadian Coal" has the meaning set forth in the recitals to this Agreement.

"'lV¡lter Energy Csnada" has the meaning set forth in the recitals to this Agreement.

"Walter Nomincos" has the meaning set forth in Section 5.1 I . I .

fnterpretation

1.2.1 Gender andNumber

Any reference in this Agreement to gender includes all genders and words importing the

singular include the plural and vice versa.

1.2,2 Certain Ph¡ases and Calculation ofTime

(a) In tbis Agreement (Ð the words "including" and "includes" mean

''including (or includes) without limitation" and shall not be construed to
limit any general stâtement that it follows to the specific or similar items

or matters immediately following it; (iÐ the terms "hereof', "herein",
'ohereunder" and "herewith" and words of similar import shall, unless

otherwise stated, be construed to refer to this Agreement and not to any

particular provision of this Agreement, and Article, Section, and paragraph

l"'i:îffi tr'::li:'ffi1iii;iiiiiiïd:"Ifffåi'li:il,1'i'*:üii:
from a specified date to a later specified date, unless otherwise expressly

ïil"1;$ñ"-.,fr"fl",fl 
',î;ï:,'i#;'ii'îTi'ff :l;,ïå"iii:lf ;l:;

period is not a Business Day, such period will end on the next Business

Day.

(b) When calculating the period of time 'Vithin" which, 'þrior to" or

'fotlowing" which any act or event is required or permitted to be done,

notice given or st6ps taken, the date which is the reference date in
calculating such period is excluded from the calculation. If the last day of
any such period is not a Business Day, such period will end on the next Business

Day.

1.2.3 Headingg

The inolusion of a table of contents, the division of this Agreemont into Articles and

Sections and the insertion ofheadings are fòr convenient reference only and are not to affect or
be used in the construction or interpretation of this Agreement. All references in this Agreement

to any "section" are to the corresponding Section ofthis Agreement unless otherwise specified.
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1.2.4 Currency

All monetary amounts in this Agreement, including the symbol "$'_1 unless otherwise
specifically indicated, are stated in Canadian currency. All calculations and estimates to be
performed or undertaken, unless otherwise specifically indicated, are to be expressed in Canadian
cunenoy. Other than the Purchase Price and the Deposit, any other payments required under this
Agreement shall be paid in Canadian cunency in immediately available firnds, unless otherwise
specifi cally ind icated herein.

1.2.5 Statutor)¡References

Unless otherwise specifically indicated, any reference to a statute in this Agreement
refers to that statute and to the regulations made under that statute as in force from time to time.

ARTICLE 2
PURCHASE A¡ID SALE OF BELSAX ASSETS

2.1 Purchase and Sale

2.1.1 BelSax Assets

Subject to the terms and conditions of this Agreement, at the Closing, the Purchaser shall
purohase and causc to be assigned and assumed from the Seller, and the Seller shall sell, transfer,
assign, convey and deliver to the Purchaser all of its right, title and interest in and to all the
BelSax Assets ftee and clear of all Liens (other than Permitted Encumbrances) pursuant to the
Approval and Vesting Order, when granted.

2.1.2 Assumed Liabilities

On the terms and subject to the cond¡tions set forth in this Agreement, at the Closing, the
Purchaser shall assume and become responsible for, and perform, discharge and pay when due,
the following Liabilities (the "Assumed Liabilities"):

all Liabilities for, or related to any obligation for, any Tax that the
Purchaser bears under Art¡cle 6 (including, for the avoidance of doubt,
Transfer Taxes imposed in connection with this Agreement and the
transactions contemplated hereunder or any other Transaction Document
and the transactions contemplated thereunder);

(b) all post-Closing Liabilities with respect to BelSax LP, BelSax GP and the
Belcourt Royalty, including in relation to the operation of the BelSax LP
and BclSax GP and any cash calls and other obligations whatsoever,
whether or not related to the BelSax Licences;

(c) all Liabilities under the BelSax LPA; and

(d) allEnvironmentalLiabilities.

2.1.3 ExçludedLiabilities

(a)

Except for the Assumed Liabilities, the Purchaser shall not assume and shall not be
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responsible for any of the Liabilities of the Seller, whether present or firture, known or unknown,
absolute or contingent and whether or not relating to the BelSax Assets (collectively, the

"Excluded Liabilities").

2.2 Pu¡chase Price

2.2,1 Purchsse Price.

Pursuant to the terms and subject to the conditions set forth in this Agreement, in
consideration of the sale of the BelSax Assets to the terms hereof, the Purchaser shall
pay to the Seller an amount equalto
Price").

cash on the Closing Date (the '?urchase

2.2.2 Deposit

(Ð Contemporaneously with the execution and delivery of this Agreement by
the Seller, the Purchaser shall pay a deposit payable to the order of the

Monitor, in an amount equal tof (the "Deposit").

(b) The Deposit shall be held, pending Closing, by the Monitor in an interest
bearing account with a bank.

O If the Closing does not occur by reason of the material uncured default of
the Purchaser, the ñrll amount of the Deposit (plus accrued interest), less

any applicable withholding Tax, shall become the property of and be

retained by the Monitor on behalf ofthe Seller as liquidated damages and

not as a penalty. The Seller's recourse against the Purchaser in such

circumstances shall be limited to the right of the Monitor on behalf of the
Seller to retain the Deposit and to seek recovery of an additional amount
for any actual damages of the Seller resulting from the Purchaser's default
(including reasonable legal fees) and provided however that the recovery
forsuchãdd¡t¡onaldamalgesshaílnotexceedfincurredas
a result of such failure to close.

If the Closing does not occur for any reason other than the default of the
Purchaser, the ñ¡ll amount of the Deposit (plus accrued interest), less any
applicable withholding Tax, shall be returned by the Monitor to the
Purchaser and the Purchaser shall have no fi¡rther recourse against the
Sellcr.

2.2.3 Satisfaction of Purchase Price

The Purchaser shall satisfr the Purchase Price at the Closing Date as follows:

(a) by re lease of thc Deposit by the Monitor to the Seller; and

by payment to the Monitor on behalf of the Seller by wire transfer of the
Cash Purchase Price less the amount of the Deposit to an account spccified
in writing bythe Monitor.

(0

(b)
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2.2.4 Purchase Price Allocation

On Closing, the Seller and the Purchaser shall agree upon an allocation of the Purchase
Price among the BelSax Assets.

2.3 Closing

2.3.1 Placç_qf*Clqsir¡g

The completion of the purchase and sale of the BelSax Assets and the assumption of the
Assumed Liabilities (the "Closing") shall take place at the offices of McCarthy Tétrault LLP,
Suite 2400, 745 Thurlow Street, Vancouver, British Columbia, commencing at l0:00 a.m. local
time on a mutually agreed upon date (which date shall be no later than the day that is one
hundred and thirty five (135) days following the execution of this Agreement by the Purohase¡
which execution shall occur within the Review Period, (the "Outside Date')) and which shall be
no later than two Business Days afrer the day upon which all of the conditions set forth under
Article 7 (other than conditions to be satisfied at the Closing, but subject to the waiver or
fulfillment of those conditions) have been satisfied or, if permissible, waived by the Seller and/or
the Purchaser (as applicable), or at such other place and on such other date and at such other time
as shall be mutually agreed upon in writing by the Purchaser and the Seller (the day on which the
Closing takes place being the "Closing Date"). Legal title, equitable title and risk of loss with
respect to the BelSax Assets will transfer to the Purchaser, and the Assumed Liabilities will be
assumed by the Purchaser at the Closing.

2.3.2 Actions and Deliveries At Closing At

the Closing:

(a) thc Seller and thc Purchaser shall deliver duly executed copies ofand enter
into the Transaction Documents to which it is contemplated that they will
be parties, respectively, including any duly executed and registrable
transfers for transfening the BelSax Assets into the name ofthe Purchaser;

the Seller shall deliver to the Purchaser any BelSax LP certificate
representing the Seller's limited partnership interest in the BelSax LP, if
any are held by the Seller;

the Seller shall deliver to the Purchaser any original share certificates
representing the shares of BelSax GP, if any are held by the Seller,
properly endorsed for transfer to the Purchaser and new share certificates
representing the shares ofBelSax GP purchased by the Purchaser;

the Seller shall deliver a copy of the Approval and Vesting Order;

the Walter Nominees shall resign; and

each Party shall delivcr, or cause to be delivered, to the other any other
documents reasonably requested by such other Party in order to effect, or
evidence the consummation of, the transactions contemplated herein or
otherwise provided for under this Agree ment.

(b)

(c)

(d)

(e)

(f)



- 15 -
2.3.3 Delivery of the Monitor's Certificate

When the conditions set out in Article 5 and A¡icle 7, as applicable, have been satisfied
or waived, the Purchaser and Seller will each deliver to the Monitor written confirmation of same
(which may be email confirmation), following which the Monitor will deliver an executed copy
of the Monitor's Certificate to the Purchaser's counsel and the Seller's counsel. Upon suoh
deliver¡ the Closing will be deemed to have occuned. The Monitor will file a copy of the
Monitor's Certiftcate with the Court and provide evidence of such filing to the Purchaser and the
Seller.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF' THE PURCHASER

3.1

The Purchaser hereby represents and warrants to the Seller as follows:

Organization and Corporate Power

3.1.1 The Purchaser is duly organized and validly existing under the Laws of the
jurisdiction in which it is organized. The Purchaser has the requisite oorporate
power and authority to enter into, deliver and perform its obligations pursu¿nt to
each of the Transaction Documents to which it is or will become a party.

3.12 The Purchaser is qualified to do business as cÕntemplated by this Agreement and
the othcr Transaction Documents and to own or lease and operate its properties
and assets, including the BelSax Assets, except to the extent that the failure to be
so qualified would not materially hinder, de lay or impair the Purchaser's ability to
carry out its obligations under, and to consummate the transactions contemplated
by, this Agreement and the Transaction Documents to which it is or will become a

Party.

3.2 Authorization; Binding Effect; No Breach

321 The execution, delivery and performance of each Transaction Document to whioh
the Purchaser is a part¡ or is to be a party to, have been, or will be, duly
authorized by the Purohaser at the time of its execution and delivery. Assuming
due authorization, execution and delivery by the Seller, each Transaction
Document to which the Purchaser is a party constitutes, or upon execution
thereofwill constitutq a valid and binding obligation ofthe Purchaser enforceable against
the Purohaser in accordance with its respective terms, except as such enforceability is
limited by bankruptc¡ irsolvency, reorganizatiorl moratorium or similar Laws now or
hereaûer in effect relating to creditors' rights generally or general principles of public
policy.

32,2 The exeoution, delivery and performance by the Purchaser of the Transaction
Documents to which the Purchaser is, or on tho Closing Date will be, a party do
not and will not conflict with or result in a breach of the terms, conditions or
provisions ofl constitute a default under, result in a violation of, or require any
Consent (other than the any action by or declaration or notice to any Government
Entity) pursuant to O the artioles, charter, by-láws, partnership agreement or
operating agreement of the Purchaser; (ii) any material Contract or other
document to which the Purchaser is a party or to which any of its assets is subject;
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or (iii) any Laìvs to which the Purchaser or any of its assets is subject, except, in
the case of (ii) and (iii) above, for such defaults, violations, actions and
notifications that would not individually or in the aggregate materially hinder,
delay or impair the performance by the Purchaser of any of its obligations under
any Transaction Document.

3.3 No Brokers

The Seller will not be liable for any brokerage commission, fÏnders' fee or other similar
payment in connection with the transactions contemplated by this Agreement because of any
aotion taken by, or agreement or understanding reached by, the Purchaser.

3.4 Financing

The Purchaser has now, and at all times from the date hereof through and after thc
Closing Date, will have, suffîcient funds available to pay the Purchase Price, any of the Assumed
Liabilities and all other amounts payable under the Transaction Documents and to otherwise
consummate the transactions contemplated hereby and thereby. The Purohaser acknowledges that
¡ts obligations under this Agreement and the other Transaction Documents âre not subject to any
conditions regarding its ability to obtain financing for any portion of the foregoing amounts.

3.5 Regulatory and Other Approvals

Except for the entry of the Approval and Vesting Order, no notice, filing, authorization,
approval, Order or Consent is required to be given, filed or obtained by the Purchaser to or fiom
any Government Entity or Third Party in connection with the execution, delivery and
performance by the Purchaser of this Agreement or thc transactions contemplated hereby.

3.6 Investment Canada Act

The Purchaser is a "Canadian" or a "lilTO Investor" within the meaning of the Investment
Canacla Act, and the regutations thereunder.

3.1 Partnership Matters

3.7.1 The Purchaser is the suco€ssor in interest to NEMI Northern Energy & Mining
Inc.'s interest in the BelSax Purchaser Assets.

312 The Purchaser is, and at the Closing will be, the beneficial owner of record with a
good and marketable title to the BelSax Purchaser Assets.

3:13 The Purchaser has a 50% limited partnership interest in BelSax LP and owns 50%
of all ofthe shares of BelSax GP.

3:74

315

BelSax GP is the general partner of BelSax LP.

To the knowledge of the Purchaser, since the date of the BelSax LPA, there has
been no recaloulation of the partnership interests in BelSax GP or BelSax LP, and
the Purchaser has no knowledge of any event which has oocurred or is likely to
occur whioh has resulted or could result in any such recalculation.

3:16 The Purohaser is not indebted to and has no liability whatsoever to BelSax LP,
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BelSax GP, the Seller or ïValter Canadian Coal, including liability for any cash

contributions, cash calls, Cover Payments (as defined in the BelSax LPA),
payments of capital to BelSax LP or cost ovenuns.

331 There are no cash call requests, including, without limitation, in respect of any

requests to contribute to the Costs (as defrned in the BelSax LPA) of any Program

and Budget (as defined in the BelSax LPA) that have been submitted by BelSax

GP to the Purchaser pursuant to Section 6.4 of the BelSax LPA or otherwise,

which have not been ñrlly paid and satisfied by the Seller.

338 To the knowledge of the Purchaser, all Costs (as defined in the BelSax LPA) in
respect of each Program and Budget (as defined in the BelSax LPA) prepared and

delivered under the BelSax LPA have been funded by each of the partners of
BelSax LP in proportion to their respectivepro rata shøre.

3:19 To the knowledge of the Purchaser, there is no Program and Budget (as defined in
the BelSax LPA) that has been prepared by BelSax GP but not delivered to the

Seller under the BelSax LPA.

No Other Representations or Warranties

38.1 Notwithstanding anything contained in this Agreement to the contrary, the

Purchasor acknowledges and agrees that none of the Seller or any other Person
(including the CRO, the Monitor or any of their advisors) is making any
representâtions or waranties whatsoever, express or implied, beyond those

expressly givon by the Seller in Article 4, or with respect to any other information
provided to the Purchaser in connection with the transactions contemplated
hereby, including as to the probable success or profitablity of the ownership of the

BelSax Assets, the Assumed Liabilities, or as to the accuracy or completeness of
any information regarding any of the foregoing that any Seller, or any other
Person, furnished or made available to the Purchaser or hs representatives. The
Purchaser further represents that none of the Seller or any other Person has made

any representation or wananty, express or implied, as to the accuracy or
completeness of any information regarding the Seller, or thÊ fiansactions
contemplated by this Agreement not expressly set forth in this Agreement, and

none of the Seller or any other Person will have or be subject to liability to the

Purchaser or any other Person resulting from the distribution to the Purchaser or
its representatives or the Purchaser's use of any such information in connection

with the sale of the BelSax Assets. The Purchaser aoknowledges that it has

conducted to its satisfaction its own independent investigation of the BelSax
Assets and, in making the determination to proceed with the transactions

contemplated by this Agreement, the Purchaser has relied solely on the results of
its own independent investigat ion.

3.82 The Purchaser acknowledges and agrees that, in determining whether to enter into
this Agreement, Purchaser (i) has had an opportunity to conduct any and all due

diligence regarding the BelSax Assets and the Assumed Liabilities prior to the
execution of this Agreement and that the obligations of the Purchaser are not
conditional upon any additional due diligence; (ii) has relied solely upon its own
independent review, investigation andlor inspeotion of any documents and/or the
BelSax Assets to be acquired and the Assumed Liabilities; and (iii), except for the
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fepresentations and warranties set out in A¡icle 4, did not rely upon any written
or oral statements, representations, prOmises, warranties Or gUaranties whatsoever,

whether express or implied (by operation of Law or otherwise) from or by the

Seller, the CRO, the Monitor, any of their Afüliates or any partner, employee,

offrcer, directorn açcountant, agent, financial, legal or other representative of any

of the Seller, the CRO, the Monitor or any of their Affiliates, regarding the

BelSax Assets to be acquired or the Assumed Liabilities or the completeness of
any information provided in connection therewith, except as expressly stated

herein.

3.83 The Purchaser acknowledges and agrees that the enforceability of this Agreement

against the Seller is subjeot to entry of the Approval and Vesting Order.

3.9 As Is Where is Transsction

The Purchaser hereby acknowledges and agrees that, except as otherwise expressly

provided in Article 4 of this Agreement, the Seller makes no representations or warranties

whatsoever, express or implied, with respect to any matter relating to the Belsax Assets and

Sellcr's ownership and operation thereof, the BelSax LPA, BelSax GP or the Liabilities, including
Environmental Liabilities, associated therewith and the quant¡ty, quality or suitability for mining
in respect of any of the BelSax Licences or any area covered by the BelSax Licences. Without in
any way limiting the foregoing, the Purohaser acknowledges that the Seller has not given, will not
be deemed to have given and hereby disclaims any warranty, representation, oovenant, express or
implied, of the existence, location, size or quality of any mineral deposit or condition or fttness for
any particular purpose of any portion of any portion of the BelSax Assets. Accordingly, the

Purchaser shall accept the BelSax Assets at the Closing "âs is", "where is" and "with all faults".

ARTICLE 4
REPRESENTATTONS AhID WARRANTIES OF TIIE SELLER

The Seller represents and warrants to the Purohaser the matters sot out below. Disclosure
of a fact or matter to the Purchaser in any written form shall be sufficient disolosure for all
purposes under this Agreement. The disclosure of any such information shall not be deemed to
be an acknowledgement, in and of itselt, that such information is required to be disclosed, is
material to the BelSax Assets, has resulted in or would result in a material adverse effect or is
outside the ordinary course ofbusiness,

4.1 Organízation and Corporate Power

The Seller is duly organized and validly existing under the Laws of the jurisdiction in

which it is organized. Subject 10 the entry of the Approval and Vesting Order in the Court ín
connection with the transactions contemplated hcreby and in the other Transaction Documents,

the Seller has the rcquisite corporate power to enter into, deliver and perform its obligations
pursuant to each of the Transaction Documents to which it is or will become a party.

4.2 Authorization; Binding Effect; No Breach

421 Subject to the entry of the Approval and Vesting Order in the Court in connection

with the transaotions contemplated hereby and in the other Transaction
Documents, the execution, delivery and performanoe by the Seller of each

Transaction Document to which the Seller is a party, or is to be a party to, have



4.4

4.s

- 19-
been, or will be, duly authorized at the time of its execution and delivery.

422 Subject to the entry of the Approval and Vesting Order in the Court in connection
with the transactions contemplated hereby and in the other Transaction
Documents, and assuming due authorÞation,, execution and delivery by the

Purchaser, each Transaction Document to which the Seller is a party constitutes,
or upon execution thereof will constitute, a legal, valid and binding obligation of
the Seller, enforceable against it in accordance with its respective terms.

4.3 Regulatory and OtherApprovals

Except for the entry of the Approval and Vesting Order, to the best of the Seller's
Knowledge, no notice, filing, authorization, approval, Order or Consent is required to be given,

filed or obtained by the Seller to or from any Oovernment Entity or Third Party in connection
with the execution, delivery and performance by the Seller of this Agreement or the transactions
contemplated hereby.

Tax Act

The Seller is not a non-resident of Canada within the meaning of the Tax Act.

No Brokers

The Purchaser will not be liable for any brokerage commission, finders' fee or other

similar payment in connection with the transactions contemplated by this Agreement because of
any action taken by, or agrecment or understanding reached b¡ the Seller.

4.6 No Cultural Business - Investment Canada Act

The BelSax Assets are not a cuttural business, and the Seller is not carrying on a cultural
business, within the meaning of the Investment Canada Act.

4.1 Partnership Matters

4:7,1 The Seller is the sucoessor in interest to Walter Canadian Coal's interest in the
BelSax Assets.

4:12 Pursuant to the CCAA Continuity and Vesting Order, the Seller is, and at the

Closing will be, the beneficialowner of record with a good and marketable title to
the BelSax Assets.

413 Pursuant to the CCAA Continuity and Vesting Order, the Seller has a 50% limited
partnership interest in BclSax LP and owns 50% of all of the shares of BelSax
GP.

4:t.4

4:t5

BelSax OP is the general partner of BelSax LP.

To the knowledge of the Seller, since the date of the BelSax LPA, there has been

no recalculation of the partnership interests in BelSax GP or BelSax LP, and the
Seller has no knowledge of any event which has occumed or is likely to occur
which has resulted or could result in any such recalculation.
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4:lß The Seller is not indebted to and has no liability whatsoevcr to BelSax LP, BelSax
GP or the Purchaser, including liability for any cash contributions, cash calls,
Cover Payments (as defined in the BelSax LPA), payments of capital to BelSax
LP or cost oveÌîuns.

4:l:1 There are no cash call requests, including, without limitation, in respect of any
requests to contribute to the Costs (as defined in the BelSax LPA) of any Program
and Budget (as defined in the BelSax LPA) that have been submitted by BelSax
6P to the Seller pursuant to Section 6.4 of the BelSax LPA or otherwise, which
have not been fully paid and satisfied by the Seller,

4:18 To the knowledge of the Seller, all Costs (as defined in the BelSax LPA) in
respect ofeach Program and Budget (as defined in the BelSax LPA) prepared and

delivered under the BelSax LPA have been funded by each of the partners of
BelSax LP in proportion to their respectivepro rala share.

4:r9 To the knowledge of the Seller, there is no Program and Budget (as defined in the
BelSax LPA) that has been prepared by BelSax GP but not delivered to the Seller
under the BelSax LPA.

4.8 No Other Representations and Warranties

Except for the representations and warranties of the Seller contained in this Article 4,
none of the Seller or any other Person has made or makes any other express or implied
representation or warranty, either written or oral, on behalf of the Seller, the Belsax Assets or
otherwise, including any representation or warranty as to the accuracy or completeness of any
information regarding tho Seller ftrnished or made available to Purchaser and its representatives
or as to the future revenue, profrtability or success of the Se ller, the BelSax Assets, or any
representation or warranty arising from statute or otherwise in Law.

ARTICLE 5
COVENANTS AND OTHBR AGREEMENTS

5.1 CCAA Proceedings

5.1.1 The Seller and the Purohaser acknowledge that this Agreement and the
transactions contemplated hereby are subject to the approval of the Court in the
CCAA Proceedings.

5.1.2 The Seller shall use its commercially reasonable efforts to have the Court enter by
the day that is forty five (45) days following the execution and delivery of this
Agreement by the Purchaser and the payment of the Deposito or such other date as

may be agreed to by the Parties, an order in form and in substance acceptable to
the Purchaser approving the sale of the BelSax Assets to the Purchaser pursuant to
this Agreement and vesting in and to the Purchaser the BelSax Assets free and

clear of all Liens and Claims (other than Permittcd Encumbrances) (the

"Approval and Vesting Order").

5.1.3 In the event that there are any other Orders required by the Seller in connection
with the CCAA Proceedings (the "Additional Orders"), the Seller shall have the
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r¡ght to seek such Additional Orders at the same time as the Approval and Vesting
Order and may delay seeking the Approval and Vesting Order for a reasonable
period to facilitate obtaining any Additional Orders.

The Purchaser and the Seller will cooperate in obtaining entry of the Approval
and Vesting Order, and the Seller will deliver, or will request the Monitor to
deliver, as applicable, to the Purchaser prior to service and filing, and as early in
advance as is practicable to permit adequate and reasonable time for the Purchaser
and its counsel to review and comment upon, copies of all proposed pleadings,
motions, notices, statements, schedules, applications, reports and other material
papers to be frled by the Seller, as applicable, in connection with such motions
and reliefrequested therein and any objectionsthereto.

The Purchaser, at its own expense, will promptly provide to the Seller and the
Monitor all such information within its possession or under its control as the
Seller or the Monitor may reasonably require to obtain the Approval and Vesting
Order and any other Orders required by the Court in connection with the
transactions contemplated hereby. For greater certainty, other than the costs
described in the foregoing, all costs related to or arising from obtaining the
Approval and Vesting Order or otherwise related to or arising from the CCAA
Proceedings shall be for the Seller's sole account.

In the event leave to appeal is sought, an appeal is taken or a stay pending appeal
is requested with respect to the Approval and Vesting Order or any other Orders
required by the Court in connection with the transactions contemplated hereby,
the Seller shall promptly notify the Purchaser of such application for leave to
appeal, appeal or stay request and shall promptly provide to the Purchaser a copy
ofthe related notice(s) or Order(s). The Sellcr and the Purohaser acknowledge and
agree thato in the event leave to appeal is sought with respect to the Approval and
Vesting Order or any other Orders required by the Court in connection w¡th the
transactions contemplated hereby, unless the Seller and the Purchaser agree
otherwise, the Closing Date shall be extended untiltwo Business Days following
dismissal of (i) the applioation for leave to appeal, or (ii) if leave is granted, the
appeal.

s.2 Cooperation

5,2.1 Prior to the Closing, upon the terms and subject to the conditions of this
Agreement, each of the Parties shall use its commercially reasonable efforts to
take, or oause to be takerL all actions and to do, or cause to be done, and cooperate
with each other in order to do, all things necessary, proper or advisable under
applicable Law to consummate the transactions contemplated by this Agreement
as soon as practicable, including the preparation and filing of all forms,
registrations and notices required to be filed to consummate the Closing, making
witnesses available in the Court or by declarationn as necessary, in obtaining the
entry of the Approval and Vesting Order, and the taking of such actions as are
necessary to obtain any requisite Consent; provided, however, at no time shall the
Seller be obligated to make any payment or deliver anything of value to the
Purchaser or any Third Party (other than filing with rnd payment of any
application fees to Government Entities, all of which shall be paid or reimbursed
by the Purchaser unless otherwise provided herein) or to the Purchaser in order to
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obtain any Consent.

5.2.2 The Seller and the Purchaser shall promptly notiff the other of the occurrence, to
such Party's Knowledge, of any event or oondition, or the existence, to such

Party's Knowledge, of any fact, that would reasonably be expected to result in (i)
any of the conditions set forth in Article 7 not being satisfied; or (ii) any of the
representations and warranties in Article 3 or A¡ticle 4 not being true and correct.

5.2.3 If any objections arc asserted with respect to the transactions contemplated hereby
under any Law or if any suit is instituted by any Govemment Entity challenging
any of the transactions contemplated hereby as violative of any Law or if the

filing pursuant to Section 5,2.1 is reasonably likely to be rejected or conditioned
by a Government Entity, each of the Parties shall use commercially reasonable
efforts to resolve such objections or challenge as such Govemment Entity may
have to such transactions, including to vacate, lift, reverse or overturn any Action,
whether t€mporary, preliminary or permanent, so as to permit consummation of
the transactions contemplated by this Agreement.

5.2.4 The Purchaser and the Seller acknowledge and agree that time is of the essence in
effecting the Closing and otherwise consummating the transactions contemplated
herein, and that it will promptly and timely provide written requests, execute and

deliver all required documents and materials and use commercially reasonable

efforts to perform all necessary and required actions.

5.2.5 The Seller shall, at the reasonable request and the sole expense ofthc Purchaser,
cooperate in the delivery to the Purchaser of any Books and Records following the
Closing.

5,2.6 Notwithstanding anything in this Agreement to the contrary, Purchaser shall, at its
sole cost and expense, reimburse Seller for all out-of-pocket costs and expenses

incurred by Seller in connection with any action taken by Seller at Purchaser's
request.

5.3 Access to Information

Seller shall not be required to disclose any information, records, files or other data to the
Purchaser where prohibited by any Laws or which would result in the disclosure of any trade
sccrets of Third Parties or violate any obligation of the Seller to any Third Party or that would
have the effect of causing the waiver of any solicitor-client privilege or subsisting agreement of
confidentiality.

5.4 Conlidentiality

After the Closing, the Seller shall keep confidential all information relating to the BelSax
LP, the BelSax Assets and the BelSax Licences, exoept information which:

(a) is part of the public domain;

(b) becomes part of the public domain other than as a result of a breach of
these provisions by the Seller; or

(c) was received in good faith after Closing from an independent Person who
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was lawfully in possession of such information free of any obligation of
confidence.

5.5 Public Announcements

Prior to the Closing and except as necessâry for the Party to make any frling with the
Court to obtain approval of the transactions contemplated by this Agreement, no Party shall issuc
any press release or public announcement conceming this Agreement or the transactions
contemplated by this Agreement without obtaining the prior written approval of the other Party,
which approval will not be unreasonably withheld or delayed, unless, in the reasonable judgment
of the Purchaser or the Seller, as the case may be, disclosure is otherwise required by applicable
Law (including the Securities Laws), the CCAA or the Court witb respect to filings to be made
with the Court in conneotion with this Agreement or by the Securities Laws of the Securities
Commissions or any stock exchange on which the Purchaser lists securities, provided that the
Party intending to make such release shall use commercially reasonable efforts consistent with
such applicable Law and the Court requirement to consult with the other Party with respect to the
text thereof.

5.6 Further Actions

From and after the Closing Date, each of the Parties shall execute and deliver such
doouments and other papers and take such further actions as may reasonably be required to carry
out the provisions of this Agreement and the other Transaction Documents and give effect to the
transactions contemplated herein and therein, including the execution and delivery of such
assignments, deeds and other doouments as may be necessary to transfer any BelSax Assets as
provided in this Agreement and the other Transaotion Doouments; provided that the Seller shall
not be obligated to make any payment or deliver anything of value to any Third Party (other than
filing with and payment of any application fees to Government Entities, all of which shall be
paid or reimbursed by the Purchaser unless otherwise specified herein) or the Purchaser in order
to obtain any Consent to the transfer of BelSax Assets or the assumption of Assumed Liabilities.

5.7 Transaction Expenses

Except as otherwise provided in this Agreement or the other Transaction Documents,
each of the Purchaser and the Seller shall bear its own costs and expenses (including brokerage
commissions, finders' fees or similar compensat¡on, and legal fees and expenses) incuned in
connection with this Agreement, the other Transaotion Documents and the transactions
contemplated hereby and thereby.'Without limiting the foregoing, tho Purchaser shall pay all
costs associated with any step undertaken by the Seller at the Purchaser's request.

5.8 Notification of Certain lVlatters

The Seller shall give written notice to the Purchaser and the Purchaser shall give written
notice to the Seller, as applicable, promptþ afrer becoming aware of (a) the ocourrence of any
event, which would be likely to cause any condition set forth in Article 7 to be unsatisfied in any
material respect at any t¡me from the date hereof to the Closing Date; or (b) any notice or other
communication from (i) any Person alleging that the Consent of such Person is or may be
required in connection with any of the transactions contemplated by this Agreement; or (ii) any
Government Entity in connection with any of the transactions contemplated by this Agreement;
provided, however, that the delivery of any notice pursuant to this Section 5.8 shall not limit or
otherwise affect the remedies available hcreunder to the Seller or the Purchaser.
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5.9 Risk of Loss

Until the Closing, the BelSax Assets will remain at the risk of the Seller. If any or all of
the BelSax Assets are appropriated, expropriated or seized by a Government Entity or other

lawful authority on or before the Closing, the Seller will give notice thereof to the Purchaser as

promptly as practical and the Purchaser will have the option, exercisable by notioe to the Seller

on or before the Closing:

to reduce the Purchase Price by an amount equal to the proceeds of
insurance or compensation for appropriation, expropriation or seizure with
respect thereto (referred to as the "Proceeds"), and to complete the

purchase; or

to complete the purchase without reduction of the Purchase Price, in which
event all Proceeds will be payable to the Purchaser and allClaims of the
Seller to any such amounts not paid by the Closing wiil be assigned to the
Purchaser.

5.10 SellerActivities

The Seller covenants that, from the date of this Agreement untilthe Closing, subject to

any limitation imposed as a result of being subject to the CCAA Proceedings, the terms of any

Court-approved fÌnancing arrangements or any Order of the Court, and except as (i) otherwise

contemplated by this Agreement; (ii) consented to in writing by the Purchaser; (iii) required by
applicable Law; or (iv) relates solely to Exoluded Liabilities, the Sellerwill:

(a) conduct itself in relation to the BelSax Assets and the BelSax LP in the

usual and Ordinary Course;

&) comply in all material respects with all applicable Law and the terms and

conditions of the BelSaxLPA;

refrain from assigning, transfening, conveying or otherwise disposing of
any ofthe BelSax Assets;

not waive or release any mater¡al right of Seller that constitutes any part of
the BelSax Assets;

be responsible for any oash calls (including, without limitation, in respect

of any r€quests to oontribute to the Costs of any Program and Budget (as

those terms are defìned in the BelSax LPA) that have been submitted by
BclSax GP to the Seller pursuant to Section 6.4 of the BelSax LPA or
otherwisc) and that come due prior to Closing. For greater certainty, the
Purchaser shall be responsible for any cash call requests that come due on

or after Closing; and

advise the Purchaser promptly of any cash calt requests (pursuant to
Section 6.4 of the BelSax LPA or othenvise) which are requested by
BelSax GP prior to the Closing, including of any such oash call requests

that may fall due afrer the Closing for whioh the Purchaser shall be

(a)

(b)

(c)

(d)

(e)

0
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5.11 lValter Nominee l)irectors' ¡nd Officers' Indemnilication

5.tl.l The provisions of any document, including any insurance policy maintained by

either of BetSax LP or BelSax GP, concerning the elimination of liability and

indemnifioation of directors and officers in existence as of the date hereof shall

not be amended in any manner that would adversely affect the rights

thereunder of any offrcer or director of BelSax LP or BelSax GP appointed by

Seller, Walter Canadian Coal or any oftheir Affiliates (the "Walter Nominees').

5.11.2 From and after the Closing, the Purchaser (the "D&O Indemnito¡'') shall

indemnify, hold harrnless and defend each of the Walter Nominees (the "D&O
Indemnitees") against any and all claims of any nature or kind arising out of or
relating to, whether directly or indirectly, any acts or omissions (or alleged acts or
omissions) of any of the D&O Indemnitees in their oapacities as such, which acts

or omissions occurred prior to the Closing. The Purchaser shall promptly advance

expenses in connection with such indemnifications. The Seller confirms that it
holds the benefrt of the foregoing indemnity in trust for the D&O Indemnitees.

5.11.3 Effective on the Closing, each of the Walter Nominees and each of their
respective representativcs, successors and assigns, on the one hand, and BelSax

LP and BelSax GP and each of their respective representat¡ves, successors and

assigns, on the other hand, shall be deemed to have mutually remised, released

and forever discharged the other of and from any and all Claims which such

parties, or any ofthem, now has or ever had, or herEafter can, shall or may have,

for, upon or by reason ofany matter, cause or thing whatsoever, against the other

and each of them, to the Closing Date. For greater certaint¡ the Seller and the

D&O Indemnitees do not release any Claims the Seller or the D&O lndemnitees

may have under this Section 5.1 l.

6.t

ARTICLE 6 TAX
MATTERS

Transfer Taxes

6,1.1 The Parties agree that the Purchase Price is exclusive of any Transfer Taxes.

Subject to Section 5.7, the Purchaser shall promptly pay directly to the

appropriate Tax Authority, or promptly reimburse the Seller upon demand and

delivery of proof of payment, all applioable Transfer Taxes that are properly

payable by the Purchaser or the Seller under applicable Law in connection with
this Agreement and the transactions contemplated here in and the other

Transaction Documents and the transaotions oontemplated therein. The Purohaser

shall indemnify and save harmless the Seller from and against any Transfer Taxes

that may be imposed on, claimed ûom or demanded of the Seller, including as a

result of the transactions contemplated hereby or as a result of any elections made

or omitted to be made or any refusal of any Government Entity to accept any such

election.

If the Purchaser wishes to claim any exemption relating to, or a reduced rate of,

Transfer Taxes, in connection with this Agreement or the transactions
6.12



-26_
contemplated herein or the other Transaction Documents and the transactions

contemplated therein, the Purohaser shall be solely responsible for ensuring that

such eiemption or etection applies and, in that regard, shall provide tho Seller

prior to Closing with its permit number, GST/HST number, or other similar

iegistration numbers and/or any appropriate certifrcate of exemption, election

and/or other document o¡ evidence to support the claimed entitlement to such

exemption or reduced rate by the Purchaser. The Seller shall make commercially

reasonable efforts to cooperate to the extent nesessary to obtain any such

exempt¡on or reduced rate. Purchaser shall pay all costs associated with obtaining
any such exemption or reduced rate.

6,2 Tax Characterization of Payments Under This Agreement

The Seller and the Purchaser agree to treat all payments made eithsr to or for the benefit

of the other Party under this Agreement as adjustments to the Purchase Price for Tax purposes

and that suoh treátment shall govern for purposes hereof to the extent perm¡tted under applicable

Tax Law.

6.3 Records

63.1 After the Closing Date, the Purchaser and the Seller will make avail¿ble to the

other, as reasonably requested, and to any Tax Authorit¡ all information, records

or documents relating to Liability for Taxes with respect to the BelSax Assets and

the Assumed Liabilities for all periods prior to or including the Closing Date, and

will preserve such information, records or documents until the expiration of any

applicable statute of limitations or extensions thereof. In the event that one Party

needs access to records in the possession ofthe other Party relating to any ofthe
BelSax Assets or the Assumed Liabilities for purposes of preparing Tax Returns

or complying with any Tax audit request, subpoena or other investigative demand

by any Tax Authority, or for any other legitimate Tax-related purpose not

injurious to the other Party, the other Party will allow representatives of tha fìrst
Part¡ at the f¡rst Party's sole expense, access to suoh records during regutar

business hours at the other Pafty's place of business for the sole purpose of
obtaining information for use as aforesaid and will permit the other Party to make

extracts and copies thereofas may be necessary or convenient'

6j2 The Purchaser shall take all reasonable steps to preserve and keep any Books and

. Records delivered to it. in connection with the completion of the transaotions

contemplated by this Agreement for a period of six years from the Closing Date,

or for any longer period as may be required by any Law or Government Entity,
and shall make such records available to the Seller, the Monitor, the CRO or any

trustee in bankruptcy of the Seller on atimely basis, as may be required by it,
including in connection with any administrative or legal proceeding that may be

initiæed by, on behalf of, or against the Seller.

ARTICLE 7

COIïDITIONS TO THE CLOSING

Conditions to Each Party's Obligation

The Parties' obligation to effect the Closing is subject to the satisfaction or the express

1.1



written wa¡ver of the Parties, at or prior,o rn. ú3rLg, of each ofthe following conditions:

there shall be in effect no Law or Order prohibiting the consummation of
the transaotions contemplated hereby that has not been withdrawn or
terminated; and

none of the Parties nor any of their respective directors, officers,
employees or agents, will be a defendant or third party to or threatened
with any litigation or proceedings before any Government Entity which
could prevent or restrict that Party from performing any of its obligations
in this Agreement or any Transaction Document.

7.2 Conditions to the Seller's Obligation

The Seller's obligation to effest the Closing shall be subject to the fulfillment (or express
written waiver by the Seller), at or prior to the Closing, of each of the following additional
conditions:

except for any failure to be true and correct that has not had a material
adverse effect on the ability of the Purchaser to consummate the
transactions contemplated by this Agreement, each representation and
warranty contained in Article 3 shall be true and conect (D as if restated
on and as of thc Closing Date; or (ii) if made as of a date specified therein,
as ofsuch date;

the covenants, obligations, and agreements contained in this Agreement to
be complied with by the Purchaser on or before the Closing shall have
been complied with in all material respects;

each of the deliveries required to be made to the Seller pursuant to Section
2.3.2 shall have been so delivered; and

the Approval and Vesting Order shall have been entered in a form and
substançe acceptable to the Seller and shall have become a Final Order.

7,3 Conditions to Purchaser's Obligation

The Purchaser's obligation to effect the Closing shall be subject to the fulfìllment (or
express written waiver by the Purchaser), at or prior to the Closing of cach of the following
add itional conditions:

(a) except for any failure to be true and correct that has not had a material
adverse effect on the ability of the Seller to consummate the transactions
contemplated by this Agreement, each representation and warranty
contained in Article 4 shall be true and correct (i) as if restated on and as

of the Closing Date; or (ii) if made as of a date specified therein, as of
such date;

the covenants, obligations and agreements contained in this Agreement to
be complied with by the Seller on or before the Closing shall have becn
complied with in all materialrespects;

(â)

(b)

(a)

(b)

(c)

(d)

(b)
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each of the deliveries required to be made to the Purchaser pursuant to
Section 2.3.2 shall have been so delivered;

the Approval and Vesting Order shall have been entered in a form and
substance acceptable to the Purchaser and shall have become a final order;

since December 28, 2016, the Soller has not taken any step that is
inconsistent with the BelSax LPA that has resulted in the BelSax LP and
BelSax GP ceasing to carry on the Business (as defined in the BelSax
LPA) in the ordinary course, consistent with past practice or that has
caused any changes in the Business, the Belcourt Royalty or any of the
assets (including, without limitation, the Belcourt Assets (as defined in the
BelSax LPA) and the Saxon Assets (as defined in the BelSax LPA)),
operations, affairs, or condition (financial or o¡herwise) of BelSax LP or
BelSax GP, in each case other than changes in the ordinary course of the
Business, which do not, individually or in the aggregate, constitute a
material adverse change; and

since December 28, 2016, there have been no distributions (including,
without limitation, any distributions of cash by BelSax LP or returns of
Capitat (as defìned in the BelSax LPA)) declared or paid by BelSax LP or
BelSax GP to the Seller that have not also been paid to the Purchaser.

ARTICLE 8

TERMINATION

E.l Termination

This Agreement may be terminated at any time prior to the Closing (or in the case of
clause (c) below, within the time period prescribed therein):

(a) by mutual written consent of the Se ller and the Purchaser;

(b) by either Party, upon written notice to the other:

0 in the event of a material breach by such other Party of such other
Party's representations, warranties, agreements or covenants set
forth in this Agreement, which breach (A) would result in a failure
of the conditions to Closing set forth in Section 7.2 or Section 7.3,
as applicable; and (B) is not cured within seven days from receipt
of a written notice ùom the non-breaching Party;

s) if a Government Entity issues an Order prohibiting the transactions
contemplated hereby;

GÐ if the Closing does not take place by the Outside Date; or

by the Seller, if this Agreement is executed by the Purchaser after the
oonclusion ofthe Review Period,

(c)

(d)

(e)

(f)

(c)



provided, however, that the right to t..rinut ìl¡9, igree*ent pursuant to Section 8.1 (b)(ii) shall
not be available to any Party whose breach hereof has been the principal cause o{, or has directly
resulted in, the event or condition purportedly giving rise to a right to terminate this Agreement
under such clauses.

8.2 Effects of Termination

. If this Agreement is terminated pursuant to Seotion 8.1, all fr¡*her obligations of the
Parties under or pursuant to this Agreement shall terminate without further Liability of any Party
to the other exoept for the provisions of Section l.l (Definitions), Section 1.2 (Interpretation),
Section 2.2.2 (Deposit), Sections 3.3 & 4.5 (No Brokers) Section 5.3 (Confrdentiality), Section
5'5 (Public Announcements), Section 5.7 (Transaction Expenses), Section 8.2 @ffects of
Termination), Section l0.l (Monitor's Capacity), Section 10.2 (Chief Restructuring Officer),
Section 10.3 (Releases), Seotion 10.5 (Remedies) Section 10.6 (No Third-Party Beneficiaries)
Section 10.8 (Successors and Assigns), Section 10.9 (Governing Law; Submission to
Jurisdiction), Section 10.10 (Notices) and Section 10.14 (Entire Agreement).

ARTICLE 9
POST.CLOSING ACTIVITIES AI{D AGREEMENTS

9.1 General Post-Closing Access to the BelSax Assets

The Parties agree that upon r€asonable prior notice to Purchaser, the Seller will be given
reasonable access to the BelSax Assets during normal business hours as necessary to enabÈ the
Seller to carry out or respond to reporting requirements of Government Entities, ongoing tax and
accounting functions and obligations, and other activities of the Seller with respect to the sale of
the BelSax Assets. All such activities of the Seller will be conducted in a manner which complies
with Purchaser's safety and operating procedures and in a manner which will not interfere
unreasonably with the activities of Purchaser. All such activities of the Seller shall only be
conducted in the presence ofa representative ofthePurchaser.

ARTICLE IO
MISCELLANEOUS

f0.1 Monitor'sCapacify

The Purchaser acknowledges and agreos that the Monitor, acting in its capacity as the
Monitor of the Seller in the CCAA Proceedings, will have no Liability in connection with this
Agreement whatsoever in its capacity as Monitor, in its personal capacity or otherwise.

10.2 Chief Re¡tructuring Officer

In executing this Agreement and making any representation, warranty or certifïcation
hereunder, the CRO has inquired of the Seller's senior management and has informed himself
through and relied upon the results of suoh inquiry. The CRO has not examined any other
Persor¡ reviewed any other document, or othenvise attempted to veris the accuracy or
completeness of the information that has been provided to the CRO tluough the inquiries made
of senior management. All representations, warranties and certifications made in reipect of this
Agreement are expressly qualified by the actual knowledge of thè CRO based on the inquiries
made to date by the CRO, and it is acknowledged by the Purchaær that the CRO shall have no
personal Liability whatsoevcr for the execution of this Agreement, any matter contained in this



Agreement or any of the representations, *uriuï,rr, covenants or certifications made herein;
provided however that the CRO shall exercise the powers granted to the CRO under the SISP
Order and any other Order in the CCAA Proceedings, as applicable, to cause the Seller to
perform the Seller's obligations under this Agreement.

10.3 Releases

At the Closing Date or upon termination of this Agreement, the Purchaser releases the
CRO, the Monitor, any of their Affiliates and any partner, employee, officer, director,
accountant, agent, financial, legal or other representative of any of the Seller, the Monitor or the
CRO, from any and all Claims, known or unknown, that the Purchaser may have against such
Person relating to, arising out of, or in connection with the negotiation and execution of this
Agreement, the transactions contemplated hereunder and any proceedings commenced with
respect to or in connection therewith.

10.4 No Survival of Represent¡tions and lilarranties orCovenants

10.4'l No representations or warranties, covenants or agreements in this Agreement or in
any instrument delivered pursuânt to this Agreement shall survive beyond the
Closing Date unless expressly provided for herein ortherein.

10.4.2 W¡th respect to Claims against the Seller or the Purchaser, no Claim of any nâture
whatsoever for breach of representations or warranties hereunder may be made, or
Action instituted with respect thereto, afrer the Closing Date.

10.4.3 Notwithstanding the foregoing, the covenants and agreements that by their terms
are to be satisfied after the Closing Date shall survive until satisfied in accordance
with their terms.

10.5 Remedies

No failure to exercise, and no delay in exeroising, any right, remedy, power or privilege
under this Agreement by any Party will operate as a waiver of such rþht, remedy, pow€r or
privilege, nor will any single or partial exercise of any right, remedy, power or privilege under
this Agreement preclude any other or further exercise of such right, remedy, power or privilege
or the exercise of any other right, remedy, power or privilege.

10.6 No Third-Party Beneficiaries

This Agreement is for the sole benefit of the Parties and their permitted assigns and
nothing herein, express or implied, is intended to or shall confer upon any other Person any legal
or equitable right, benefrt or remedy of any nature whatsoever under or by reason of this
Agreement.

10.7 Consent to Amendments; lVaiven

No Party shall be deemed to have waived any provision of this Agrcement or any of the
other Transaction Documents unless such waiver is in witing, and then such waiver shall be
limited to the círcumstances set forth in such written waiver. This Agreement and the other
Transaction Documents shall not be amended, altered or qualified except by an instrument in
writing signed by all the Parties hereto or thereto, as the case may be.
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10.8 Successors and Assigns

Except as othen'v¡se expressly provided in this Agreement, all representations, warranties,
covenants and agreements set forth in the Transaction Documents by or on behalf of the Parties
thereto will be binding upon and inure to the benefrt of such Parties and their respective
successors and permitted assigns. Neither this Agreement nor any of the rights, interests or
obligations hereunder may be assigned by any Party without the prior written consent of th€
other Parties, which consent may be withheld in such Party's sole discretion, except for
assignment by the Purchaser to an Affiliate of the Purchaser (provided that the Purchaser remains
liable jointly and severally with its assignee Affìliate for the assigned obligations to the Selter).

10.9 Governing Law; Submission to Jurisdiction

10.9.1 Any questions, claims, disputes, remedies or Actions arising from or related to
this Agreement, and any relief or remedies sought by any Parties, shall be
governed exclusive ly by the Laws of the Province of British Columbia and the
federal laws of Canada applicable therein without regard to the rules of oonflict of
laws applied therein or any otherjurisdiction.

10.9.2 To the ftllest extent permitted by applicable Law, each Party (i) agrees that any
Claim, Action or proceeding by such Party seeking any relief whatsoever arising
out of, or in connection with, this Agreement or the transactions contemplated
hereby shall be brought onþ in the Court; (ii) agrees to submit to the
nonexclusive jurisdiction of the Court for purposes of all legal proceedings arising
out of, or in connection with, this Agreement or the transactions contemplated
hereby; (iii) waives and agrees not to assert any objection that ¡t may now or
hereafter have to the laying of the venue of any such Action brought in such a
Court or any Claim that any such Action brought in such a Court has been brought
in an inconvenient forum; (iv) agrees that mailing bf process or other papers in
connection with any such Action or proceeding in the rnanner provided in Section
10.10 or any other manner as may be permitted by Law shall be valid and
sufficient service thereof; and (v) agrees that a judgment in any such Action or
proceeding, once finally determined, settled or adjudicated, and all rights to
appeal, ifany, have been exhausted or have expired, shall be conolusive and may
be enforced in other jurisdictions by suit on the judgment or in any other manner
provided by applicable Law.

10.10 Notices

All demands, notices, communications and reports provided for in this Agreernent shall
be deemed given if in writing and delivered, if sent by facsimile, electronic mail, courier or sent
by reputable overnight courier service (delivery charges prepaid) to any Party at the address
specified below, or at such other address, to the attention of such other Person, and with suoh
other copy, as the recipient Party has specified by prior written notice to the sending Party
pursuant to the provisions of this Section 10.10.

(a) Ifto the Purchaser, to:

PEACE RIVERCOAL TNC,
c/o Anglo American
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Lovel I I
201 Charlotte Street
Brisbane Queensland
4000 Australia
Attention: Cartos Davila

Facsimile: 604-688-52 I 0

Ema il: carlos.davila@angloamerican.com

with copies (which shall not constitute notice) to:

McCarthyTétrault LLP
Suite 2400,745 Thurlow Street
Vancouver BC V6E 0C5
Attention: Roger Taplin

Facsimile: 604-643-7900 Email:
rtaplin@mccarthy.ca

(b) If to the Seller, to:

NEW WALTER CANAÐIAN COAL CORP.
1055 West Hastings Street
Suite 1700, The Guinness Tower
Vâncouver, BC V6E 2E9

Ema i h baziz@bluetreeadv iso rs. com

And to:

Maro rilasserman and Patrick Riesterer
OSLER, HOSKIN & HARCOURTLLP
Box 50, I First Canadian Place
Toronto, Ontario, MsX lB8

Facsimi le: 41 6.862.6666
Email: mwasscrman@osler.com and priesterer@sler.com

with a copy to the Monitor:

Philþ J. Reynolds and Anthony Tillman
KPMG TNC.

Bay Adelaide Centre
333 Bay Street, Suite 4600
Toronto, ON M5H 2S5

Facsimiler 416.777.3364 and 604.691.3036
Email: pireynolds@kpm.ca and atillman@kpmg.ca

and a copy to counsel to the Monitor:
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WaelRostom and Caitlin Fell
McMillan LLP
181 Bay Street, Suite 440
Toronto, ON MsJ 2T3

Facsimile: 4 I 6,865.7048
Email: wael.rostom@mcmillan.ca and caitlin.fell@mcmillan.ca

Any such demand, notioe, communication or report shall be deemed to have been given pursuant

to this Agreement when delivered personally, when oonfirmed if by facsimile transmission or
electronic mail, or on the calendar day after deposit with a reputable overnight courier service, as

applicable.

10.11 CounterpaÉs

The Parties may execute and deliver this Agreement in two or more counterparts (no one

of which need oontain the signatures of all Parties), including facsimile or scanned PDF
document, with the same effect as if all Parties had executed and delivered the same oopy, each

of which will be deemed an original and all of which together will constitute one and the same
instrument.

10.12 No Presumption

The Parties agree that this Agreement was negotiated fairly among them at arm's length
and that the final terms of this Agreement are the product of the Parties' negotiations. Each Party
represents and warrants that it has sought and received experienced legat counsel of its own
choosing with regard to the contents of this Agreement and the rþhts and obligations affected
hereby. The Parties agree that this Agreement shall be deemed to have been jointly and equally
drafted by them, and that the prov¡sions of this Agreement therefore should not be construed
against a Party on the grounds that such Parly drafted or was more responsible for drafting the
provisions.

10.13 Severability

If any provision, clause, or part of this Agreement, or the application thereof under
certain ci¡cumstances, is held invalid, illegal or incapable of being enforced in any jurisdiction,

(i) as to such jurisdiction, the remainder of this Agreement or the application of such provision,
clause or part under other circumstances; and (ii) as for any other jurisdiction, any provision of
this Agreement, shall not be affected and shall remain in full force and effect, unless, in each

case, such invalidity, illegality or unenforceability in such jurisdiction materially impairs the

ability of the Parties to consummate the transactions contemplated by this Agreement or to carry
out the intent of this Agreement. Upon such determination that any clause or other provision is

invalid, illegal or inoapable of being enforced in such jurisdiction, the Parties shall negotiate in
good faith to modi$ this Agreement so as to effect the original intent of the Parties as closely as

possible in a mutually acceptable manner in order that the transactions contemp¡atcd hereby be

consummated or canied out as originally contemplated to the greatest extent legally possible
including in suchjurisdiction.

10.14 EntireAgreement

The Transaction Documents set forth the entire understanding of the Parties relating to



the subject matter thereof, and all O.¡", "r'to*.mporaneous 
understandings, agreements,

representations and waranties, whether written or oral, are superseded by the Transaotion
Documents, and all such prior or contemporaneous understandings, agreements, repr€sentations
and wananties are hereby terminated. In the event of any ineconcilable conflict between this
Agreement and any of the other Transaction Documents, the provisions of this Agreement shall
prevail (unless the other Transaotion Documents expressly provides otherwise).

IS I gnoture pa ge fo I lowsJ



IN WITNESS WIIPREOF, the Parties have duly executed this Agreemeut as

ofthe date first written above.

SELLER:

NEW WALTER CANÁ.DIAN COAL CORP.

By:
I 4r*-

Name: William E.
Title: ChiefRestucturing

PURCIIÀSER:

PEACE RIVER

By:

Title: D

fSÍgunre poge to BelSot A¡set hcchas¿ AgreementJ



This is Exhibit "C" referred to in Affidavit #11 ol
Willlam E. Azlz sworn June 27, 2017 at Toronto,
Qntario.

Commissioner for Taking Affidavits and
Notaw Publicin the Province of Ontario

UñJr. Rir¡\'e,
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This is the 3rd Affldavit of

Will¡em E. Azizin this case and
was made on August { ,2016

NO. S-1510120
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES' CREÐITORSARRANGEMENT ACT'
R.S.C. 1985, c. C-36, AS AMENDED

AND

IN THE MATTËR OF THE BUS/NESS CORPARATIONS 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'4"

PETITIONERS

AFFIDAVIT

I, WILL|AM E. AZaZ, Chief Restructuring Officer, of the Town of Oakville, ìn the Provlnce of

Onlario, MAKE 9ATH AND SAY AS FOLLOWS:

I am the President of BlueTree Advisors lnc. ("BlueTree"), whìch has been retained by Walter

Energy Canada Holdings, lnc. ("Walter Energy Canada") to provide my services as Chief

Restructuring Officer ("CRO") to Walter Energy Canada, ils direct and indirect subsidiaries and

afiiliates listed on Schedule "A' (collectively w¡th Walter Energy Canada' the "Canadian

petitioners") and the partnerships listed on Schedule "C" to the Order of ihis Honourable Court

made on December 7, 2015 (the "lnítial Ordei') (collectively with the Canadian Petitioners, the

',Walter Ganada Group"). As such I have personal knowledge of the facts hereinafrer deposed,

except where such facts are stated to be based upon information and belief and where so stated I

do verily believe the same to be true'

2. This Affìdavit is made in support of a motion by the canadian Petitioners for:

(a) An Order under the Companiøs' Credítors Arrangement Acf, 1985, c. C'36, as amended

(the "CCAA") (the "Approval and Vesting Order"):

1

LETAL- | :{lN(,tai 77,t,



(b)

(o)

,t-

0 Approvlng the proposed sale transaction (the 'Transaction") contemplated by
the Asset Purchase Agreement among thê Walter Canada Gioup, as vendors,
and Conuma Coal Resourcos Limlted, as purchaser (the "Purchãsêr'), and
certaln guarantors (the "Guarantors) made August 8, 2016 (the "Asset
Purchase Agreemenf');

(li) Upon dellvery to the Purchaser of the Monltor'e CertlJicate attached to the
proposed Approval and Vesting Order as Schedule ''ll (the "Monitor's
Certificate"), vestlng in the Purcha"ser the Appllcants' rlght, tllle and interest in
and to lhe Assets (as defined in the Asset Purchase Agreement) free and clear of
any and all Claims and Encumbrances other than Permittod Encumbrances (all
as defined ln the AÊset Purchase Agreement); and

(iì¡) Granting the Walter Canada Group the beneflt of a charge over the Real
Property (lncludlng the coal leases) and the Mlneral Tenures (each as defined ln
ths Asset Purchasa Agreement) t0 secure certain post-closlng obllgatlons of the
Purohassr and the GuErantors to the Walter Canada Group;

An Order under the CCAA approving the proposed claims process to ldentify and
determine claims of oreditors of the Walter Canada Group (the "Clâlms Process") and
authorizfng, dlreotlng and ernpowering the Monltor to take such actlons as aro
contemplated by the Clalms Procêss (the "Claims Process Order');

An Order under the CCAA
Canada Group to Januâfy

exiendlng the stay of proceedlngs in respect of the Walter
17,2017, approvlng the PJT Engagement Letter (dellned

3

4,

5,

below) and grantlng certaln helghtened powers to the Monltor; and

(d) An Order that the confldontlal affldavit of Wlliam Ë. Aziz sworn the date hereof and the
exhlblts thereto (the "Confldentlal Affldavit') and the ConTidential Supplemental Report
of fhe Monitor and the appendices thereto, to be filed, (the "Gonfidential Reporf' and,
coìlectively with the Confldential Affldavit, the "Gonfldentlal SISP Materials") be sealed,

' kept confldentlal and notform part of the public record,

I was retalned pursuant to an engâgement letter dated Decomber 30, 2015 (the "BluéTree

Engagement Letter''), as amended in response lo cortaln requests made by Walter Canada

Group stakeholders, BlueTree Was appolnted as CRO of the Walter Canada Group pursuant to

paragraph 0 of the January 5t¡r Qrder.

As the CRO of the Walter Canada Group, in åccordance wlth lhe January 5rh Order, I have the

authorlty to direct the Waltor Canada Group's Salee and lnvestment Sollcitatlon Prooess ('S!SP"),

to engage ln consultatlon and negoliatlon wilh slakeholders regarding the SISP, and to engage ln

such othçr matters as are sel out ín the BlueTree Engagement Letter,

Capitalized terms used but not othervúlse deftned herein have the moanlngs ascribed to them in

the SISP, the January 5rh Order, the first affidavit of Willlam G. Harvey, sworn December 4, 2015

(the "First llarvey Affidavif') ând the other pleadings filed herein.

Ll!o¡ll,- t,.lttll¡ll(r?1 ô
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The informatlon ln thls affidavit is aranged under the following headings:

The Proposed T¡ansactlon ..!-.-.,-..- 3

Seallng the Confidontlal SlSp Materials.-.... ................,....,..........,16

Proposed clalms Process Order,,,..,,,...,, ....'..,..,.,.,16

Selen¡um Biochemlcal Reactor......... .,..................,23

Severe Ralnstorm in Northeastern British Golumb¡ä...., ..........,..................,...,.24

Enhanced Monitor's Powers.,........

PJT Engagement letter,,,.... .,.,....,.,,...24

Stay Ëxtension ..,................. ,,,.,,.,.....,25

L

A

7,

THE PROPOSED TRANSACTION

Thê SISP

As described in my flrst affidavit sworn on March 22,2016 ln theso proceedlngs (the "First Aziz

Affldavit"), the Walter Canada Group's fÏnanclal advlsor, PJT Partners LP, began canvasslng the

market ln an attempt to f nd a purchaser for the assets of the WElteI Canada Group prlor to the

CCAA fillng, inofuding as paft of lts broad canvasslng of the market in respect of all the assets of

the Walter Group fn relatfon to the Chapter 11 proceedings undorway ¡n respeot of certsfn

members of the Walter U.$, Group.

8, The SISP was approved pursuantto paragraph 14 oithe January 5ü Order,

The SISP provldes for Prospective Bldders to submìt an Löl or a Bid lnvolvlng an lnvestment

Proposal ând/or a Sale Proposal,

ln accordance wlth the terms of the SISP, PJT Partners LP launched Phase 1 of the S|SP on

January 18,2016, Commenclng on January 18,2016, PJT Partners LP began sendlng a teaser

lslter and a draft non-dlsclosure agreement CND.A) to lnterested partl€s to sollcit indications of

inlerest in the business and assets of the Walter Canada Group ln the form of non-bindìng letters

of intent from various potential bidders. 83 lnterestêd parties recelved a teaser and NDA.

11 PJT Partners LP contacted both flnancial buyers and strategic buyers based ln Canada, the

United States and internationally. Flnancial buyers were selected based on thelr past exporience

in the mlnlng seotor, previous inveetments in turnaround situations and abllily and willingness to

LIìOAL-l,.llHúrlr7? Í
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deploy capital qulckly, Strategic buyers ineluded companies in the minlng Eector and the steel

Eector.

Ten of the partles who were contacted executed NDAs, received the Confidentläl lnformâtlon

Memorandum and conductod due dillgence on the Walter Canada Group'

The Phase 1 LOI Deadline was March 18,201ô, On or before the Phase 1 LOI Deadllne, the

Walter Canada Group received multlple Lols. ln accordance wlth the SISP, I reviewed the LOls

with PJT Partners LP and the Monltor, determined that certaln of the LOls were Qualifled LOls

and concluded that there wes a reasonable prospecl of obtaining a blnding Bld,

As descrlbed ln my second affidavlt sworn on June 17, 2016 ln lhese prooeedlngs (the "Second

Azlz Affldavif'), commenoing on March 30. 2019, PJT Partners LP began notifying certain of tñs

Prôspective Bidders that the SISP would progress to Phase 2. A form of asset purchâse

agreement was also poeted to the Due Dillgence Access site.

Slnce the commencement of Phase 2 of the 9lSP, the Watter Canada Group, its counsel, the

Monítor and í have been lnvolved with PJT Partners LP ln negotlatlng wfth Bldders and assistlng

Bidders wllh due dllþence. The Walter Canada Group has kken, among olhers, the followlng

steps:

(a) The dataroom was populated with further due dillgence lnformation:

PJT Partners LP had multiple calls and oonversations w¡th âll of the Bldders who
submltted LOlsi

The Walter Canada Group facílitated a number of discussions among Bldders and the
Walter Canada Group's slakeholders, including lhe USW (deflned below);

The Walter Canada Group aranged for Bidde¡s to tour of the Walter Canada Group's
m¡nes ¡n Northeastern Britlsh Columbla and facilitated discussíons among key staff
members and representatlves of the Bidders;

The Walter Canada Group facllltated arrangements for certain Bldders to tour the
Aberpergwm mlne operated by the Walter Canada Group's subsidlary Energybulld Ltd.,
located ln Wales; and

Tho Waller Canada Group engaged ín extenslve negotlatlons wflh cerlaln of lhe Bldders
regarding the terms of a potentlal transactlon,

The SISP provides th.at in order for a bld to be consldered a Qualified B¡d, it must satisfy certaln

conditlons ând be submitted by May 27,2016 (tho 'Phase 2 Bld Deadline"), unless the CRO, in

consultation wlth PJT Parlners LP and the Monltor, ln its dîscreUon, deems a Bid t0 be a Qualified

Bld despÍte such Bld not satlsfylng all the conditions regulred of a Qualified Bid set out ¡n the

SISP, including belng recelved after the Phaee 2 Bid Deadline. Thê SISP provided that the Phase

13

14.

15,

(b)

(c)

(d)

(e)

(Ð

16
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Z Bîd Deadllne may bê extended by the CRO, ln consultatlon with PJT Partners LP end the

Monitor, ln responso to feedback from Bldders, I determlned, Ín consultatlon with PJT Partners

LP and the Monftor, to êxtend the Phase 2 Bld Deadllno to June 10, 2016 and to extend the

outslde Termlnallon Date to July 30,2016,

On or before June 10, 2016, the Walter Canada Group received a nurnber of blds for its ¿ssets.

Jn accordance with the SISP, I revlewed the blds with PJT Panners LP and the Monltor, I

lnslruoted PJT Partnêrs LP to have dlscusslons wlth certain of the Bldders to clarlff aspecls of

thelr bids ln order to identlfl whether there le a bld or comblnation of bids that can lead to an

outcome that is most advantageous to the Walter Canada Group and its stakeholders.

ln llght of the bids received for the Walter U,K. assets, it was determined that the Walter Canada

Group should focus on realizlng value from the Canadian assets and address lhe Wâlter U,K,

agsets at a later tlme. lt ls antlclpated that fi.¡rther efforts regarding reallzlng value from the Walter

U,K, assels wlll be undertaken at a later date.

Simllarly, the Walter Canada Group lntends to seek to obtaln value from any remaining assels of

the Walter Canada Group at a later date.

On July 9, 2016, PJT Partners LP sent a further letter to thê Bidders for the Oanadlan assats

requesting that the bidders satlsfy a number of conditions, ThE Bidders were given untll July 21,

2016, sub¡eot to discretion of the GRO, ln consultatlon vüth the Monltor and PJT Partners LP, to

provlde final, bindlng blds and to satlsfy certaln other conditíons precedent to the acceptance of

such blde as the Successful Bid (as defined ln the St$P). The Outside Termlnation Dâte was

extended to July 31 ,20ß and thereafter to September 15, 2016

On or before July 21,2016, the Walter Canada Group recelved a number of revlsed proposals for

the Canadlan ess€ts. Slnce that date, the Walter Canada Group has been engaged in extensive

further negotiatlons regardlng thoss proposals in an effolt to ssleot a flnal bid to brÌng before thls

HonourablE Court for approval.

$electlng the Suocessful Bid

I reviewed lhe bids received with PJT Padners LP and the Monltor, to assess whích bid or bids

would maximize value tor Walter Canada Group's stakeholders. ln my opinion, and that of PJT

Partners LP, afler consullation with the Monitor, the bid submitted by the Purchaser (the

"Succeçsful Bid") is the best bld recelved for the assets of the Walter Canada Group. The

proposed Transactlon, lf consummated. wlll provlde the maximum value for the Walter Canada

Group's stakeholdere avallable ln the clrcumstances.

B.

22.

l.li6rì1,.-I ¡ll,lfil16?l tl
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23, ln selectlng the Successful Bid, we considered:

the purchase price and net value of the bids (including all assumed llabilltles and other
obligatlons to be perlormed by the bldder)i

planned trealment of stakeholders, includlng employeos;

the contlnued envlronmentel stewardshlp of the properties and the requlrements of the
Province of British Columbia in thal regard;

th€ impact on Flrst NEtions people connoctêd to the mlne properties;

factors affocting ths speed, certalnty and value of the transactlon, lncludlng evldence of
financial wherewlthal; and

the likellhood and t¡mlng of the consummation of the traneaction,

Atter extenslve qrms'-length negotlations, ths parties flnallzed the Asset Purchase Agreement on

August 8, 2016, On behalf of the Walter Canada Group, I have exesutêd the Asset Purchase

Agreement, whlch ls subject to approval by th¡s Honourable Court. A redacted copy of the Asset

Purchase Agreement ls attached tò this affldavlt wlthout exhibits as Ëxhlblt ",À". An unredaated

copy of the Asset Purchase Agreoment ls attached as an Ëxhiblt to the Confidentlal Affldavlt. Also

attached as an Exhlbit to the Confldential Affidavlt ls a copy of tho PJT Partners LP report on the

SISP and the Successful Bid. Flnally, lhe Monltor's assessment of the SISP and a copy of

information related to tho Llquidation Alternative wlll be lncluded as the Confidential Report, to bo

fllêd. The Confidential SISP Materlals will also contain more information about the other blds

received ln the SISP. As discussed below, to preserve the lntegrity of the SISP as well as cerlain

commercielly sensltive informatlon in the Asset Purchase Agreement, it is proposed that the

Confidentlal SISP Materials should be sealed and remain sealed until further order of thls Court.

28. The Successful Bid is superlor to the other þids received ln a number of ways, lncluding but nöt

llmited to:

The overall Purchase Prlce set out ln the Asset PurchaEe Ag¡eement was the highest
total price ofiered by any partlcipant ln the SISP.

The net cash proceeds available to the estale wlll be the hlghest of the iransaclions
proposed by bldders.

The Successful Bld contemplates the essumption ol e nuñber of llabllltles that would
othen¡vlse remaln llablllties of the Welter Canada Group, lncluding, among others:

the reclamatlon ob¡lgåtlons of the Walter Canada Group;

the Waltei Canada Group's obllgations to a number of its employees; and

th'e Walter Canada Group's commllments to lhe First Natlons.

(a)

(b)

(c)

(d)

(e)

(0

24

(a)

(b)

(c)

(Ð

(ii)

(iir)

Lli0.ll.-l .lrl{ñtf'7t f¡



-7-

The Successful Bld conlemplates the contínued employment of the Walter Canada

Group's curront, active employees,

The Successful Bld contEmplates that cenaln of the Waller Canada Group's Mines may

resume operations in the reasonably foreseeable nêãr term.

The Successful Bld contemplates en lnfusfon of actlvlty in the local communltles where

Walter Canada Group'! Mlnes are located and, lf operalíng, provide emplÔyment in the

communÌty and revenue to locâl suppllers and othors.

Tha Successful Bld ls llkely to close goon.

The guarantees given ln respect of the obligetlons ln respect of the Successful Bld.

The Sucaessful Bid ls superlor to the Llquldatlon AlternatÍve'

C. Key Terms of the Transaction

26. The Purchaser Ìs a British Columbia llmited liability corporation and a member of the ERP

Compllant Fuels, LLC ("ERP") group of compânigs. The ËRP group of companles have been

engaged in a numbar of transactlons ln the coal market over the last year, lncluding the

aoqulsltlon of certaín of the Walte¡ U.S. Group's coal assets in West Vlrglnla and Alabame (the

uNon"Core Assets"), The Non-Core Assets were purchased by Seminole Coal Resources, LLG

("semlnote'') and certain other memþers of the ERP group of companles.

27 The purchaser's obligatlons under the Asset Purohase Agreement ãre guarant€ed and the

purchaser's obligations under certain ancillary agreements to be executed are to be guaranteed

by ERP Compliant Fuels, LLC, a Delaware limited liabillty oompany; ERP Compliant Coke, LLC' a

Delaware limlted liabllity çompany; Seneca Coal Resourcês, LLC, a Delaware limited llability

companyi and Semtnole, a Delawâre llmlted llabllity company. Each of thEse guarantors is part of

the ERP group of comPanies.

28 The Closlng Date for the Transactlon ls no later than two Business Days after the conditions

pregedent to closing are satlsfied and also no later than September 1 5, 2016, unless extended by

the partles. The condltlons precedent to closing a¡e standard in the CCAA context and lnclude:

(d)

(e)

(0

(g)

(h)

(i)

(a)

(b)

(c)

the Approval and Vesting Order shall have been enlered, in forn and substance

accepiâUle to the Purchasãr and the Seller, and shall have become a Final Order;

a process lo obtain the Transfer Approvals shall have been commenoed;

the Purchaser and the Walter Canada Group shall have entered into a mutually

satisfactory Contract Mhing Agreement to allow the Purchaser to operate lhe Brule Mine

under the-Walter CanadiGroup's permlts for a perlod of time whlls the Purchaser

obtains approprlate permits:

l,lìGÅ1,-l'llHl¡lll?? (r
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the Purchaser and ths Walter Canada .@roup shall have entered into a mutually
satisfactory Cash Collateral Transfer Agreement to address the transfer of certaln cash
collateral more fully descrlbed below;

the Purchaser and the Walter Canada Group shall have entered lnto a mutually
satlsfactory translllon sorvlces agreement pursuant to which the Purchaser will make
certa¡n key employees available to the Walter Canada Group at no cost to facllltate
outstandlng issues ln the CCAA proceedlng, tncludlng in respect of the Clalms Prooess;

the Purchaser shall have provlded a oertifîoate confirmìng that its represontations end
warrantles remaln true and that lt has complied wlth all of lts covenants, obllgatlons and
agreements; and

the Seller shall have provided a certlflcate conflrmlng thãt ¡ts representatlone and
warrantles remaln ûue and that lt has complled wlth all of fts covenants, obltgatlons and
agreements.

Basêd on the Informatlon available on tho date thls affldavlt ls sworn, I antlclpate that thê Closlng

Date for the Transactlon will be in Septemþer, 2016.

The Asset Purchase Agreement ls subject to llmltad termlnation rlghts. The parties oan te¡minate

the Transacllon on mutual consenl, ln addltion, a pariy can unilaterally termlnate the Transactlon

lf therê ls a material breach of lhe representatioris, warrantles or covenants under the Aseet

Purchase Agreement. Finally, the Transaction wlll terminate if a GovÞrnment Entlty issues an

Order prohlbiting the Transaction, lf the Approval and.Vesting Order ls not enlered by August 25,

20:16, of if the Closlng does not oocur belore September 15, 2016.

The Purchaser has pald to the Monltor a deposlt thât ls greãlèr than 10% of lhe Cash Purchase

Price contemplated by the Assot Purchase Agroement.

The Purchased Assets and Assigned Contrects

It ls the intention of the parties lhat lhe Purchaser acqulre, lease or sublease substantially all

Assets, properties and rights of the Walter Canada Group, lncludlng all mlning, processlng,

loading, transportlng, marketlng, and selllng of coal and all reclamation activities, but excluding

the Exctuded Assats. The Purchased Assets Include:

the Mineral Tenures;

lhe Business lnformalloni

the Consents of Govemment Enlities to the extent transferable at Law lncludlng speclfiêd

Perm¡ts and all pendlng ãppllcatlons for Permltsl

all Current Assels (otherthan excluded curent assels)i

all Books and Records, lncluding coples of Tax records relatêd to thê Assels ánd the
Business;

{0

þ)

29

30

31.

D.

32.

(a)

(b)

(c)

(d)

(e)
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(f) all water rights, permlts, Consents and other riparlan rights of any kind relatlng to the
Buslness, the Mines, or the Mineral Tenures;

(S) if the Walter Canada Group exercises the Belcourt Put Optlon, all parlnership lnttsrests,
marketable shares and securlties of Belcourt Saxon Coal Llmlted Partnershlp and
Bslcourt Saxon Coal Ltd.;

(h) property and casualty insurance pollcies and such other speclfled lnsurance pollcies
(excluding any dÍreotor and officer insurance þolicfes) snd the rlght to recefve lnsuranoe
recovertes under such pollcles ln respect of losses after the Closlng;

(l) all Asslgned Contracts;

0 the Bulldings;

(k) the Eguipment;

(l) the owned lntellectualProperty and the Llcensed lntellectualProperty;

(m) the Owned Real Propsrly and the Leased Real Ptoperty; and

(n) the Cash Collateral.

The Purchased Assets do not include, among otherthings:

deposlts assoclated with Contracls that are not Asslgned Contracts and deposlts held ln
truet accounts to sêcurg paymont of the rsasonable fees and disbursemsnte of thô
Monitor, the Financlal Advisor and any professlonal advlsors of tho Setlêr and of the
Monltor, and deposlts provfded to any Government Entlty in respect of Tax Llabilltles
(other than ln regpect of real property Taxes);

sEcurities of or lssued by corporatlons and all shares ln other Affiliate corpörEtions or
partnershlp units of Afflliate partnershlps (other than any inlerests in Beloourt Saxon Coal
Llmited Partnership and Belcourt Saxon Coal Ltd. if the Beloourt Put Optlon ls not
exerclsed);

extra-provincial, sales, excise or other llcences or reglstratlons issued to or held by the
Seller, whether relatlng to tho Builness or othorwise to tho extent not transferahle;

any known or unknown Claims any Seller may have against any Person olher than a
Claim for Accounts Recelvablei

refunds in respect of reassessments for Taxes relatlng to the Buslness or Assets pald
prlor to the Closing and refundable Taxes;

any letters of credit poste d by or on behalf of the Seller;

all cash, cash equlvalents. bank balances, and moneys ln possesslon of banks, the
Monitor and other depositories, but excluding the Cash Collaterali

any egulg or other lnterest ín lhe Wales operations ol asbets of Cambrlan Energybulld
Holdlngs ULC¡

Excluded Contractsi and

(a)

(b)

(c)

(d)

(e)

0
(s)

(h)

(l)
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0) those assels not owned by the Walter Canada Group, lncluding the assets owned by

Pelly Construction Lld,

The Transactlon contemplates the assignment of certain Assigned Gontracts on oonsent. lf

consent ls not provlded, the Walter Canada Group may retum to court to seek the asslgnment of

the Assigned Conlracts pursuant to Section 11,3 of the CCAA notwlthstanding any resi,riction or

prohlbltlon contained ln such Assigned Contracts relating to the assignment thereof, including any

provislons requiring consent of any counterparty.

The Asslgned Contracte inolude .all Real Property Leases, utllity contracts and lntellectual

property and soft¡/are llcenses, all Mineral Tenures, all wrltten agreements with Flrst Nations

groups, cerlaln conlracts related to the repalr and maintenance of the Brule Mine biochemlsal

reactor and a royalty agreement with.Plne Valley M¡ning Corporatlon relatod to lhe Brule and

Wlllow Creek mínes. The Purqhaser retains the righl, up to the Gloslng Date, to add or removs

oertain of the Asstgned Conttacte, provlded that the removal of any Assigned Contract wlll not

decrease and may increase the Cash Purchase Price,

A royalty agreement related to the WolverÍne Mlne ls not belng assumed'

One of the Asslgned Conträcts is the Walter Canada Group's interest ln Belcourt Saxon. As

dlscussed in the First Harvey Affïdavlt, Walter Canadâ owns a 5070 intErest in Belcourt Saxon

Limited partnership, Beloourt Saxon owns two multi-doposit ooal propertles located approxlmately

40 to 80 mlles south of the Wolverine Mine in northeest B.C, The other 50oÁ lnterest ln Belcourt

Saxon is owned by Peace Rlver Coal Llmlted Partnership. The Peaoe R¡ver Coal Llmlted

partnership is a third party not afflllated with the Walter Group. lt is affillated wlth Anglo American

Exploragon (Canada) Ltd, Thêre are cErtain rlghts of first refusal and tag along rlghts delined in

the Belcourt Saxon Limited Partnership Agreement, The Purcha¡ier ls wllllng to acqulre tho Walter

Canada Group's interest ln Belcourt Saxon and contalns the Belcourt Put Right, pursuant 1o

whlch the Purchaçer wlll acquire the Walter Canada Group's lnterest ln Belcourt Saxon lf the

Walter Canada Group ¡s aþle to satisfy or obtaln the walver of any such rights prlor to the date

that is 60 days followlng the Closing Dðte, The Caeh Purchase Prlce ls subject to adjustment

depending on whether or not the Belcourt Put Rlght is exercised by the Welter Canada Group.

The completion of the Transaction, whlch includes the asslgnment of the Asslgned Contractg, wlll

help fulllll the obJeotives of thls CCAA prooeeding. The Transactlon represents the highest price

and net cash proceeds realízable lhrough the SISP and the b€st transaction ln the clrcumstances

for the benefit of lhe Walter Canada Group and lts stakeholdErs.

trlro,U...l {0{l'fír¡? ll
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39.

Ë, Employees

No less than ten (10) Buslness Days pdor to the Closlng Date, the Purchasdr shall offer

employment ln wrltlng,to certain specllied Employees who are gntltled to offÊß pursuant to the

Ct¡lleotive Agreemdnts or appllcable Law and, subjêct to âny emendmenls to oxietlng Collectlve

Agreements, on terms and conditions of êmployment which are substan'tially simllar ln the

aggregate for each such lndividual Employee as those'currently available to such Indivldual

Employee.

The Purchaser lntends to negotlate amendmente to the êxistlng Collectlve Agreements prlor to or

following the Closìng Date, The Collective Agrêements are the Agreements with the Conshuction

and Allled Workers' Unlon, Local 68 for the Wlllow creek Mlne and thô Unlt€d Steel, Paper and

Forestry, Rubber, Manufacturing, Energy, Allied lndushlal and Servlce Workers lnternational

Union, Local 1-424 {"USVU') for the Wolverino Mlne (collectlvely, the "Unlons). The Purchaser

has comrnltted, prior to the Çlosíng Date, to use reasonable efforts to ênter into amended or new

colleotive bargalning agreements wlth the Unlons, in each cass on lerms that are mutually

accoptable to lhe parties and the applicable Employees. The negotiatlon of such amended or new

oollectlve bargainlng agreements ís not ba â condltlon to the Closing,

41 Furthermore, the Purchaser shall recognlze all past servlce of each Employee who becomes â

Transferred Employee for all purposes, lncluding partlclpátlon ln any benefit plan, vacat¡on, any

other service entltlernents and any.requFed notlce of termlnatlon, termlnatlon ar severance pay

(whether contractuË|, statutory or at common láw).

The Walter.Canada Group shall be responsible for all Employee Cosls for eny Employees other

than Transferred Employees to the extent requlred under.appllcable Law (lncluding all unpaid

wãgesr salary; incenllva compensatlon, beneflts and vacatlon pay up for each such Employee).

43. The Purchaser hes agreed lt ehall become the successor employer for the Waltor Canada

Group's past and present unlonlzed employees for purposes of appllcable Laws and, accordfngly,

shall be bound by and comply with the lêrms of 6uch Collèctìve Agrêêments (as such may be

amended) lncludlng contlnulng lhe employment after the Closing Date of the Emptoyees covered

by such Collective Agreements effective from the Closlng Dâte.

The Purchaser has indicaled that lt intends to make offers of employment to all of the Wâlter

Canada Group's curent, actlve Employees.

Assumed Liabillties

As pert of the consideratlon provlded by the Purohaser, ât the Closfng, the Purchaser shall

assumê certaln llabllitles, includinþ:

40.

42.

44,

F.

45.

l,l!Or\1." I ntMrll(7? lt
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all LÌabllltles of the Saller in respect of the Mlneral Tenures whlch are assumed and

asslgned pursuant to the Approval and Vestlng Order arlslng from and after the Closlng;

oertain Transfer Tax, Tãx election, Tax characterization and Real Property Tax llabillties;

all Liabilltles wllh respect lo the posþCloslng operatlon of the Business or ownership of
tho Assets;

all Llabilíties under the Asslgned Contracts arisíng from and afier the Closlng Dâte;

all amounts payable or Liabilltles that must be assumed to obtaln the Consents or
Transfer Approvals, includlng flling and other foes related thereto, but excluding (l) any
penaltles or interest and (ii) any expenses incurred by Seller othor than those expenses
of the Seller that are to be pald, rsimburse or othenrvlse satisfied by the Purchaser;

all Environmental Llabllitlee, olher than Excluded Pre-Çlosing Flnes;

all Llabilltles aríslng from and after the Closing DàtÊ with respect to the Purchaser's
employmenl orterminatfon of employment of any Transferred Employeesi and

all Accounts Payable and Accrued Llabllltles.

G. Contract Mining Agreement

4A. lt is not a condition to the Clostng tbat the Purohaser obtain all necessaly permits and olher

approvals neoessary for the operatlon of tho Mlnes. lt ls contemplated that the Transfer Approvals

wlll be obtained after the CIoslng. The Walter Çanada Group has had discussiohs w¡th the Brltlsh

Columbla Mlnistry of Energy and MlnEs ln proparation for an approved lransactlon and the

Minidtry has indlcated that they wlll moùe quickly to address lhe neoessary approvats.

47 ln the meantime, the Purchaeer and the Walter Canada Group have agreed to ent€r lnto an

agreement (the "Contract Mlnlng Agreement') pursuanl to which the Purchaser wlll be granted

the right to conduct, at the sole cost and expense of Purchaser, mining operations at the Brule

Mine (ln accordanco wlth the mine plan for the Brule Mlne currently ln etfeot) and related

processing and loading operations at the Wlllow Creek Mine following the Closing on the

appllcable Real Property under ths appllcable Permits.

48. The Contract Mlning Agreement shall provlde, at a minimum, that Purchaser and the Guarantors

shall lndemnlfy and hold harmless the Seller from any and all Llabllltles arlslng out of or resulting

from the Purchaser'g opemtlons of the Mines or any other actlvltlæ occurfing at the Mines,

lncludlng in respect of operatlons oonducted under $eller's applicable Permlts. The Contract

Mlnlng Agreement shall have a term of three months afler the Closlng Dete and shall be

extended month to month ln the event one or more Transfer Approvels have not been obtalned

through'no fault of the Purchâser for a maxlmum of slx addltlonal months from tþe Closlng Date,

provided that any extenslon of the Contract Mlnfng Agreement ln excesð of six months after the

Closíng Date shall only be granted upon the payment by the Purchaser of certaln amounts to lhe

(a)

(b)

(c)

(d)

(e)

(f)

(g)

(h)
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Walter Canada Group, lncludtng a relmbursement for a portlon of the fees lnouned and potential

coste of these CCAA proceedings if, in the oplnion of the Môn¡tor, the CCAA proceedÌngs oould

be terminated but for the requirement of the Purchaser to obtain the necessary mlne permits and

approvals .

To secure the indemnificatlon obligatlons of tha Purchaser to the Walter Canada Group, lt ls

proposed that the Walter Ganada Group be granted a Courþordered flrst ranking charge over the

Real Property (includlng any coal leases) and all Mlneral Tenures includlng âll accretlons,

substitutlons, replacements, additions and accesslons to any of them and all proceeds of any of

lhe foregoing (the ilndemnificatlon Securlty lnterest"). lt is contemplated that, upon lhe Walter

Canada Group's and the Monitoid rocelpt from the Purchaser of a certlflcate certlfylng that (i) all

Transfer Approvals and Permits contemplated under the Asset Purchase Agreemenl and under

any Ancillary Agreements have been transferred or issued, as applicable, to the Purahaser, and

(ii) there have been no incldents, violations or occurrences durlng the term of the Coniract Mlnlng

Agreement that glve rise to an unresolved Claim against the Seller (the "Purohaser's

CeÉlflcate"), the Monltor shail thereaftor dellver a second Monitor's certifïcate to ths Purchâser

certffying that lt recelved lhe Purchaser's Certificate and it ie contemplâted that the

lndemnifoatlon Securlty lnterest shall bs extlngulshed upon dellvery of the seoond Monito¡'s

certifloate.

The proposed Court-ordered charge ln respect of the lndêmniflcatlon Securlty lnterest and the

method of extfngulshlng such oharge ls comparable lo the charge granted in favour of the Walter

Canada Group to facllitate the bulldozer equipment transaction described in the First Affidavit of

Wllllam G, Harvey dated Decembêr 4, 2015, ln thls proceedlng (the 'Bulldozer Transactlon").

Pursuant to the Bulldozer TÌänsactlon, to secure the purchaser of the bulldozer equipmenl's

payment of the purchase price to certain members of the Walter Canada Group, this Honourable

Court granted certafn members of the Walter Canada Group a ffrst-ranklng charge on the

equipment sold, which charge was extlnguished automatically upon the dellvery of a certificate to

the Monitor certlfylng that the purchaee prico had been payed.

Gash Collateral Transfer Agrêement

The Purchaser's willingness to ent6r into the Asset Purchase Agfeement ls premised on the

Walter Canada Group's agreem€nt to remit thô Cash Collateral posted in respect of the letters of

credit either (x) to.the appllcable Government Entity to replace the exlstlng letters of credlt or (y)

to the Purchaser or lts surety providers. Thls obligation arlses followlng the dellvery of evldence

satlsfactory to the Walter Canada Group that approprlate financlal assurânce has been delfvered

by or on behalf of the Purchaser to the applioabfe Government Enllty and that such flnanclal

assurance ls acceptable to such Government Entlty ln respect of the Permits and Tranefer

l,¡lOU.- I .lüllft?t 6
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Approvafs, ln additlon, the Walter Canada Group must be satisf¡ed that the exl$ting letters ot

credlt have been released and that the LOC lssuers have no furlher right to retain the Cash

Collateral under the Cash Colfatoral Agreement dated January 5, 2016 among the LOC lssuer,

Morgan stanley SEnior Funding, lnc,, Walter Energy Canada and Brule Coal Partnershlp. Walter

Canada does not anticipate any materiål issues ln the obtaining the release of the Cash Collateral

relating to a released letter of rred¡t. Out of an abundance of caution, the Purchaser has requlred

that ¡f a letter of credlt has been released and the Walter Canadå Group asserts that the LOC

lssuer has a right to retain thE Cash Collateral other than by reason of an äct or omlssion of lhe

Purchaêer, then Walter Canada Group must remit cash equal to lhe amount of the appfloable

letter of oredit to the Purchaser or'as direoted by tho Purchaser. The Purchaser and the Walter

Canade Group intend to enter into a Cash Collateral Transfer Agrêement to fully document the

terms of the arrangements regarding lhe Cåsh Collateral (the "Cash Collateral Transfer

Agreemenf').

Transition Services Agreement

The Purohäôër has agreed to make avallable to the Walter Canada Gföup, at no cost, certaln key

Transferred Employees as are reâsonably neoessary to assist the Seller and the Monltor from

t¡me to time in the performance of thelr respective duties and responslblllties under the CCAA

proceedings, lncludlng in respect of the Clalms Process and other incidental matters, pursuant t0

and in acoordance lvlth a mutually acceptable transltlon servlces ägreement to be entered into

prlor to the Closing Date wlth a term of one year, whlch may be extended by the pErtles.

J. The Liquldation Alternative

b3. ln conjunctlon lr,ith thê SISP, the Walter Canada Group with the assistance of the Monltor

launched a seperate process lo soliclt llquldation proposals for its assets (the "Liquidation

Alternatlve"). The Llquldatlon Alternatlve wae lntended to asslst with the assessment of the value

of any LOls or Blds recelved under the SISP and to address clrcumslances where no executable

Bld was obtalned under lhe SISP for one or morê of the mines at comparable or greater value.

. On the liquldation proposal deadline, the Monitor, on behalf of the Walter Canada Group,

received a number of llquldatlon proposals. ln my vlew, the Successful Bid iE a better alteinative

than the Liquidatlon Allernatlve for e numbêr of reåsons, lncluding:

l.

52.

(a) the ultimate value that is llkely to þe avallable to the credltors of the Walter Canada
Group underthe Successful Bid is greater than under the Llquidation Alternatlve;

(b) thêrs arë extenslve additional holding costs assoolated wlth completlng lhe.Llquldatlon
Alternative that wlll reduce the recovery available to the Walter Canada Group's oredltors:

(c) there are a large number of additional claims will arlse under the Liquldation Alternatlve
that wlll not arise if a going concgrn outcome ls achieved; and

t.[(t\|.- r .¡il,|f$ß?t l,
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(d) there are a number of othor benefits to a going concern outoome, lncludlng the potential

for employment and buslness opportunitles in tho local communitiee.

Although it ls no longer llkely thatthe Llquidatlon Alternative wlll be pursued, I understand that the

Monltor is requesting from llquldators thal the remaining liquidatlon proposals remaln open for

acoeptanoe until August 3 1,201â.

The Proposed Transaction Should Be Approved

The factors lfsted ln Sectlon 36 of the CCAA, among others, support tho approval of the

Transaotion as follows:

(b)

The sales process leadlng to the proposed Transaction was reasonâþle, inoluding the

efforts made by the Walter Group and PJT Partners LP prlor to the commenoemðnt 0f the
CCAA proceedlngs and the efforts of the Wälter Canada Group and lts advlsors under
the Court-âpproved SISP;

The board of dlrectors and management of the Walter Canada Group have proceedod in
good falth and with due dillgence throughout the process and have received advice from
ihe Company's legal and financial advlsors, in the exercise of thelr business Judgement,
that the Trañsaction is the best outcome avallable to the Wa¡ter Canada Group ln the
clrcumstances:

Stakeholders, includlng USW, have been consuÌted regardlng the Transactlon;

The Monitor was consulted extensively in connection wilh tho SISP and wlll comrnent on

the SISP fn the Monltor's Fourlh Report to the Court (the "4th Report"), to be fllêdi

I am informed by the Monltor end belleve that lt will be flling its 4th Report statlng that the
Monltor supports the Transaotion and that the Transâotlon would be more beneficlal to
the Walter Canada Group's credltors than a sale or dlspos¡t¡on under a bankruptcy¡

The Successful Bidder ls not related to any member of the Walter Canada Group;

The proposed Transactlon will monetlze the vast maJority of the Walter Canada Grgup's
remalnlng aesets for the beneflt of its credltore whlle providlng for the contlnued

employment of the Transferred Employees;

The Purchase Price from the Transâction was the hlghest prlce out of all of the SISP

bids;

A number of llabllltles aro being assumed by the Purchaser and â number of claims will

not arise as a result of a going conoern outcome; and

The consideration to be received In respect of lhe assets subject to the Transactlon ls

reasonable end fair, taking lnto account thelr market value'

The completlon of the Transacllon ls subJeot to few Closing conditions. Taklng into ecqount the

purchese Prlce and factors affectlng the speed and certahty of closing, inoluding the oondltlons

to Closing, the Transactlon represents the best transaction ln the circumstanc€s for the benefit of

the Walter Canada Group and its stakeholders. The Purohaser has provided evidence that lt wlll

(a)

(c)

(d)

(e)

(f)

G)

(h)

0

ü)

56
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have sufficient funds on Closlng to complete the Transactlon and satisfy all of the obllgatlons of

the Purchaser under the Asset Purchase Agreement,

SEALING THE CONFIDENTIAL SISP MATERIALS

Tha Purchase Price and certain other terms of the Assot Purchase Agreement are commerclally

sensitive and should not be dfsclosed at any point before the Tränsaction suocessfttlly closos. lt is

not necÊssary to dÌsolose the exact price because other terms of the Asset Purchase Agreement

have been dlsclosed and the Purchase Prlce is the hlghest prlce posslblo out of all of the SISP

partlcfpants.

Slmilarly, the terrns of the remalnlng bids and of the bids received ín respect of the Liquidation

Alternative are commercially sensltlve, and lt le not necessary to dlsclose the details of those blds

bêcâuse the fact that the Purchase Príoe ls the highest value potenlial bld recelved has been

dlsclosed. ln my view, th6 seelhg order,requestôd ls necessary to protect the integrny of the

SlsP, partlcularly lf the Transactfon does not olose.

The Confldential SISP Materials \¡/h¡ch contaln the foregoing lnformatlon should therefore be

sealed until further order of thls Honoursble Court.

Ill. PROPOSED GL/AIMS PROCESS ORDER

60. ln thls sectlon, all capitalized terms not defÌned elsewhere have the meaning ascribed to them h

the draft Qlalms Process Order. ln thls affidavlt,'l summarlze but do not repllcate the preclse

terms of the proposed Clalms Process Order.

61. For the convenlence of the Court and all stakeholders, a tlmetable setting out kêy dates in the

Claims Process the draft Clalms Process Order has attached to ¡t as Schedule "J'. The key dates

are as follows:

58.

69.

Event Date

lssuance of the Claims Process Order Aueust 15, 20L6

Monitorto post on its Webslte a copy of the
Clalms Process Order, a blank Proof of Clalm

form, the Instructîon Letter and a blank Notice of
Dispute form.

August 22,20L6

Monltorto send Clalms Packages to known
Clalmants

August 24,2016

Monitor to have Newspaper Notlce published for
one Buslness Day in the Globe and Mall (Natlonal

Edftlon), the Vancouver Sun, the Tumbler Ridge

News and the Chetwynd Echo

Augu3t 29,201t6
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October 5, 2016Employee Notlces of Dlspute of Employee C]q!qq-
October 5, 2016tillng of the lntercompany Claims Report

October5,2016Deadline for 1974 Plân to serve materials seeklng

to prove the enforceabillty ofthe 1974 Pension

Plan Claim
Followlng service by 1974 Pension Plan to prove

the enforceablllty of its Claim
Monltor to seek a schedullng appolntment before
the Coufi for a hearing of a motion to determine
the validlty of the 1974 Penslon Plan Clalm, if .

appllcable
November 7, 2016Monltor to send Notices of Revlslon or

Dlsallowance ln respect of Pre{ommencement
Clalrns or Employee Claims

December 6,2016Clalmânts to send Notlces of Dispute to the
Monltor in respect of Pre-Commencernent Claims

or Employee Clalms
January 9,2OX7Dlsputing party to brlng a motion to the Court to

rêsolve a disputed Clalm ln respect of Pre-

Commencement Claims or Employee Claims

A.

o¿
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Clalms Bar Date October 2016

Affected and Unaffected Glaims

The Glalms Process will seek to lderrtify and quantlfy flve types of olsíms:

Prc-Commøncement Clalms, whlch are clalms that may be asserted agâlnst the Walter
Canada Group and that eXlsted before the Gommencement Date. Prê-Commencêmgnt
Clalms lncludé Tax Glalms in respect of a perlod before the Commencement Dâte' but do
not include Employee Clälms or Unaffected Glaims, lncluding lnteroompany C¡a¡ms:

Restruclurlng Clafms, which are claims that may be asserted agalnst the Walter Canada
Group arlsing out of the resbucturing, disclalmer, resillation. termfnation or breaoh of any

âgreément or arangement on or after the commencement DatE. Restructuring clalms
dõ not include Employee Clalms, 1974 Pension Plan Clalm, or Unaffected Clalms;

DÌrectors/Officers Clalms, which are olaims against one or mor€ Directors or Offlcers that
r€late to a Pre-Commencement ClElm or a Restructurlng Clalml

Entployee G/otlrns, which are claims held by people Who were active or inactive

employees of the Walter Canada Group at ths Commencement Date; and

1974 Pension Plan Clalms, whlch are olalms alleged by or on behalf of the Unlted Mine
Workers of America 1974 Ponsion Plan and Trubt (the "1974 Plan") agâinst any member
of the Walter Canada Group.

The Clalms Process will also seek sufficlent ìnformation to identify and guantify any lntercompany

Clalms. The lntercompany Claims aro treated as Unaffected Claims under the Claims ProceEs

and lnclude (l) claime of a member of the Walter Canada Group agalnst another member of the

Walter Canada Group or any Walter Canada Group subsidlary, lncluding claims secured by a

(a)

(b)

(c)

(d)

(e)

69.
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Court-ordered Charge; and (ii) clalms of Walter Energy, lnc. and any of lts non-Ganadlan afflllates

against the Walter Canada Group.

Wlth respect to lntercompany Glalms, the Monftor wlll prepare a report deteillng the nature and

quantum of such Claims, which will bç served on thE Servlce List on or bofore the Clalms Bar

Date.

The Clalms Process wlll leave unaffeoted the following Unaffected Claims:

(a) lntercompany Clalms;

(b) Clalms that arose after the Commencemsnt Date (olher than Rêstructurlng ClalmE and
Directors/Officers Claims);

(c) Clalms by banks ln respect of the Cash Management Systern as descrlbed in the lnitial
order;

Claime secured by any CCAA Charge;

Clalms or portlons of cfalms arising frorn â cause of aotlon for whlch the Walter Canada
Group entltles are covered by lnsurance, but only to the extent of such cov€ragei

Clalms referred to ln sectlons 6(3), 6(6) and 6(6) of the CCAA; and

Clalms wlth respect to reasonable fees ând dlsbursements of the CRO, the Flnanclal
Advlsor, counsel of the Walter Canada Group and the Monltor or any Assistant (as
defined in paragraph 4 of the lnlttal Order).

The Clalms Process Order ls expected to pèrmlt the Walter Canada Group to identiff and

quäntify åtl of tn" Claims that must be ldentlfied and quantlfied to permlt tho development of a

Plan of Arrangement ("Plan") or other dlslrlbution mechanism that would conclude these CCAA

Proceedings.

B. Claims Bar Þate

The proposed clalms bar date for all affected cleims other than Restructuring Clalms ls 5:00 p.m.

(Vancouver Tlme) on Octoþer 6, 2016 or such other date ordered by the Court (the "Claims Bar

Date"). By thls tlme, any Clalmant must hsve submitted to the Monltor the appllcable Proof of

Claim documentation.

ô8. The proposed claims bar date for Restructurlng Cla¡ms is the laler of the Clalms Bar Date and

5;00 p.m, (Vancouver Tlme) on thÉ day that ls twênty Buslness Days after lhe date of the

applicable Notice of Dlsclalmer or Resillatlon (the "Restructurlng Clatms Bar Date"). The Cfalms

Process Order also requlres members of the Walter Canada Group to fssue any Notices of

Disclaimer or Resiliation at least fifteen days before a schèduled meeting date (or adJournment

thereof¡ in respect of any Plan.

(d)

(e)

(D

(s)

66.

67
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ln respecl of both the Clalms Bar Date and the Restructuring Cla¡ms Bar Date, thê Clalms

Process Order specifically stetes thãt the date may be changed by the Court,

lf a Clalmant (other than an Employee) fails to lile requlred Proof of Claim documsnlation before

the applicable Clalms Bar Date, then such Clalmant ie barred from assertlng lts Claim, ls not

pêrmltted to vote on any Plan on account of such Clalm, ls not Entltled to particlpale ln any

dlstrlbutlon under any such Plån, and ls not entllled to recelve notlce ln respêct of the Clalms

Process, the CCAA Proceedlngs or any Mêethg Datè$.

ln addition. Claims desoribed in any Proof of Clalm filed after the appllcable Clalms Bar Date are

deemed to þe dlgallowed,

A Glalms Bar Date of October 5, 2016 ls reasonable ln that it provldes sufficient time from the

date of thls appllcatlon for potenllal Clalmants to evaluate and submlt any Clalm they may have

agalnst the Walter Canada'Group or its Dlrectors or Offlcers. lt is my understanding that the

Monitor is also of the opinion that the Clalms Bar Date is reasonable.

71:

72.

O. Notice

73

74.

(b)

(c)

The Dralt Clalms Process Order sets out the followlng methods of providlng notice about the

proposed Cfaims Process and the appllcable Claims Bar Date:

(a) The Monitor shall, no ¡ater than llve Businese Days followlng the maklng of the Claims
Process Orde¡ post on the Monitods weþslte a copy of the Claims Process Order, a
blank Proof of Clalm Form, the lnslructlon Letter and a blank Notlce of Dlspute Form;

The Monltor shall, no later than *even Buslness Days following the making of the Claims
Process Order, cause a Claims Package to be sent to each known Clâimant based on

the books and records of the Walter Canada Group as well as to each pârty that provlded
contact information to the Service Llsti

(d)

The Monltor shall, no later lhan ten Business Days following the making of the Claims
Process Order, cause the Newspaper Notlce 1o be publlshed for one Buslness Day in the
Globe and Meil (National Editìon), the Vancouver Sun, the Chetwynd Echo, and the
Tumbler Rldge News; and

From the date of the making of the Claims Process Order, any Notice of Dlsclaimer or
Raslliation thal is detivered shallbe accompanied by e Clalms Package.

ln my experience, these methods of providlng notlce are consistent wlth approaches taken in

other CÇAA Proceedings, ln addition, the CCAA Proceedlngs have been undenrvay slnce late

2015 and have been well-publiclzed in the markelplace, Flnally, the Monltor and the Walter

Canada Group have been highly engaged with the broader group of stakeholdêr$ ånd hÊve taken

lnformatlon gleaned from that engagement lnto account ln designing thê notlce provislons.
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Procedure for Maklng and AdJudlcating Claims Other than Employee Claims and 1974
Penslon Plan Clalms

The Claims Procegs Order încludes the proposed forms of lnstructlon.Letler, Notlce of Revlslon

or Dlsallowance, Notlce of Dlspute and'Newspaper Notlce, all of which epply to all Claims that wlll

be affected by this Clalms Process. The Claims Process Order also lncludes the proposed form

of Proof of Claim, whlch will apply to all Claims other tiran Employee Claims and 1974 Pension

Plan Clalms. The processes appllcable to Êmployee Clalmants and 1974 Pension Plan Clalmanls

are descrlbed under separate headlngs below,

All Clalmants, other than Employee Clalments and 1974 Plan, are required to file a Proof of Claim

wlth the Monitor by prepald reglstersd mâil, courier, personal delivery or email on or before the

Clalms Bar Date or the Restructuring Clalms Bar Dale, as applloable.

Clalmants are permltted to make the clalm ln the ourrency ln whlch the claim arose. The Claims

Process Order sets out the method the Monítor shall uea to convert non-Canadlan currency

clalms to Canadlan cufrêncy clalms.

The Monftor shall glve the Walter Qanada Group copies of all documentation filed with the

Monitor or provlded by the Monltor to 
'Claimants. 

Where the Clalms Process Order requires the

Monltor to oonsult with the Walter Canada Group, that obligatlon ls satlsflêd by consultalion wlth

the CRO.

The Monltor, fn consultation wlth lhe Walter Canada Group, is authorized by the Claims Procesd

Order to usa reasonable discretÌon in assesslng the adequacy of compl[ance with the content and

timing requirements for the forms attached to tho Clalms Process Order. ln additlon, where the

Monitor, ln consultation wlth the Walter Canada Group, ¡s setlsñed that a Claim has been

adequately proven, the Monltor may walve strlct compllance wlth the Clalms Process Order.

The Claíms Process Order also permlts the Monltor, in consultation wlth the Walter Canada

eroup, to request further documentation from a Claimant to âssist in determining the validlty oJ a

Clalm.

By no later than November 7, 2016 or thlrty Buslnoss Days after tha RestructuÍlng Clalms Bar

Date, as appllcable, the Monitor, ln consullation wlth the Walter Canadä Group: shall send a

Notlce of Revision or Disallowance to all Claimants who flled documentation with thê Monitor

before the appllcable Claims Bar Date where the Monitor, in consultätíon wlth the Walter Canada

Group, ls of the view that tho appllcable Claim should not be accepted. lf no Notlc€ of RevlsÍon or

Dlsallowance is sent to a Claimant, that Claimant's Öleim is deemed to be an Allowed Clalm for

votlng and dlstrlbutlon purposes.

76.

77
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81.
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Claimants who receive Notices of Revlsion or Dlsallowanoe with whioh they disagree must file

wlth the Monltor a completed Notlce of Dispute by the later gt December 6, 2016 or twenty

Business Days from dellvery of the Notice of Revlsion or DisãllowancE, Should a Clalmant full to

deliver a Notlce of Dlepute, then the Clalm set out ln the Nolice of Revision or Dlsallowance shall

be deemed lo be an Allowed Clalm for voting and distributlon purposes.

The Monitor, in consultation with the Walter Canada Group, may attempt to resolve a dlsputed

Claim consensually, lf a consensual resolutlon is reaohed, such Qlalm, as resolved, shall be an

Allowed Claim.

The Clalms Process Order permits the Monitor to schedule a motlon with the Court to losolve any

dlsputes, includlng related to dkcôvery of documents or examinations for dlscovery ln the courge

of resolvlng Clalms.

lf a disputed Clalm cannot be resolved on consent, the disputlng Claimant may bring a motion on

a de novo basis before the Court ln these prooeedings. Such motíon shall be brought by the later

of January 9,2017, or withln twenty Business Days of delivery of the Notlce of Dispute or at such

tlme as may be agreed between the Clalmant and ths Monitor.

The proposed Clalms Process Order provides sufflcient flexibility and tlme to the Monlto¡ and the

Walter Canada Group to evaluate and resolve clalms.

Procedure for Making and Adjudicating Employee Claims

The vast majorlty of Employees who wìll have clalms against the Walter Canada Group are

mdmbers of the USW. The Walter Canada Group and the Monltor have consulted wlth the USW

and its advlsors regardlng the proposed Clåims Process, includlng the dates and the manner of

provldíng notlce of the Employee Clalms to the Employees. The USW has indlcated that it

supports the proposad Claims Procsss as set out ln the Clalms Process Order. The Walter

Canada Group and the Monitor intEnd to conlinue to consult wlth the USW and lts advlsors

regardlng the quantum of the Employee Clalms to þe included ln the Ëmployee Clalm Amount

Not¡ces.

Employees are not required to flle Proofs of Clalm. Räthêr, the Mon¡tor shall include wlth the

Clalms Packag€ an Employee Clalm Amount Notlce, whlch sets out the amount of such

Employee Gfaimant's Claim as determlned by the Monltor, in consultatlon wlth the Walter Canada

Group, based on ths Walter Canada Group's books and records. The Clalms Process Order

provides that where an Employeg Clalmant ls represented by USW, a copy of the Employee

Clalm Amount Notfce wfll be provlded to USW. The Monltor shall also fnclude a blank Notlce of

Dlspute of Employee Clalm form in the Clalms Package.

l.lioÄ|,- I'lt,rfrll¡?? 6
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lf Employees agree wlth the Employee Clalm Amount Notlce included in the Claims Package sent

to them by the Monltor, then they do not need to take any steps; the Clalms Process Order Elâtes

that in the absence of the Employee taking any step, the Employee Claim shall be an Allowed

Clalm for votlng and dlstrlbullon purposes,

lf an Employee disputes the Employee Claim as set out ln the Employee Claim Amount Notlce,

then the Empfoyee must flla a Notice of Dispute of Employee Clalm wlth the Monltor by prepald

registered mall, courier, personal dellvery or email on or before the Clalms Bar Date'

The Monltor and the Walter Canada Group will then apply the same process for revlewlng and

adjudicatlng the Employee Clalms as for olher claims for which a Proof of Clalm ls filed. ln

additlon, the Clalms Process Order provides that where an Employee Clalmant iu represented by

USW, a Notioe of Dispute may be filed by USW and USW may represent lhe employee ln lhe

resolution of the dlsputed Claim.

Procedure for Making and Adjud¡câtfng Unlted Mlnes Workers of America 1974 Pension
Plan Claims

As described ln the Second Aziz Affidavll, the 1974 Plan notlfled the Walter Canada Group that

thê 1974 Plan asserts a clalm âgâinst the Waltðr Canada Group based on the provlslons of the

united states statute flfled Employee Retlrement and lnoome security Act of 1874 ("ER|SA') and

on the language in the Plan Document. The Walter Canada Group has taksn the posillon lhat

ERISA was not lntended lo and does not have extra.terrftor¡âi etfect such that a Canadian Court

should not impose on lhe Walter Canada Group liablllty based on ERISA. Furthêrmore, the

Walter Canada Group has taken lhe position that it was not a party to the Plan Documenl and ls

not bound by lts terms, Attached hereto as Exhibit "8" are copies of correspondence among the

Waltor Canada Group and the advisors lo the 1974 Plan'

The Monitar and the Walter Canadä croup have deslgned the claims adJudlcation process to

efficlently address thê 1974 Plan',s claim \ 4th the assigtance of thls court. ln particular, the 1974

plan is not requlred to file a Proof of Clalm. Rather, the 1974 Plan ls pêrm¡tted to assert the 1 974

penslon Plan Claim by serving mater¡als assêilng and provldlng an evldentlary foundatlon for

such Claims on the Walter Canada Group, the Monitor and the Service Llst before the Claims Bar

Date. The adviiore to the 1974 Plan have been informed of the proposed treatment of the 1974

Penslon Plan Clalms and have not obJected to the proposed approach,

lf the 1974 Plan serves such materials before the Claims Bar Ðate, then the Monitor shall seek a

schedullng appolntment wlth the Gourt on notice to the Servlce List to set a schedule for dellvery

of materials and the hearing of a motlon to determlne the valldity and guantum, lf any, of the 1974

F
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Pension Plan Claims. The Clafms Process Order makes it oloar that only the Oourt can aocept or

determlne that the 1974 Pension Plan Clalm ls an Allowed Clalm.

G. Rola of the Monitor

96. ln summary, the Monitor, in addition to its prescribed rlghts, dutles. responslbllltles and

obllgatlons under the CCAA, the lnillal Order and any other Orders of the Court in the CCAA

Proceedlng, shalt adrnlnlsterthe Clalms Process, lncludlng, without llmitatlon, by:

(a) Publfshlng notice of the Claims Process;

(b) Maklng mióor ohanges to the forms attached to the Çlaims Proçess Order, ln consultation

wlth the Walter Canada Group, as necessary;.

(c) Sending Claims Packages to known Clelmañts and to Persons requestlng Clalms
Packages; and

(d) Reviewlng, allowing, disputing, consensually resolv¡ng, or facîlitatlng the titigatlon of
dlsputed Claims, all in oonsultatlon with the Walter Canada Group'

It ¡s my understandlng that the Monltor suppofts the proposed Clalms Process Order.

SELENIUM BIOCHEMICAL REACTOR

As explalned ln the Flrst Harvey Affldavlt, thÊ Walter Canada Group has experlenced some

dlffioultles meetlng the revlsEd provlnclal water quality guldellnes relatlng to selenlum levels at the

Brule Mlne. The Walter Canada Group has conslrucled a blochemlcal reaotor (or bloreactor) at

the BrulE Mlne to treat selenlum as contemplated by the relevant peßlits and the selenlum

management plan assoclated wlth the Brule Mlne'

98 As explained in the First Azlz Affidavit, the bioreactor is not functionfng as lntended due to

conslstenlly low water levels in the bÍoreaotor. Certain repalrs are neEded to address thls lssuE.

The Walter Canada Group negotlated and entered lnto a aontract with a consultlng firm to deslgn

a repalr to the blochemlcal reactor. The repair deslgn ls complete and the Walter Canada Group

has retalned a construction company to complete the repairs. Repairs âre commendng shortly

and are expected to be completed ln August 2016.

99 As previously reported, Representatives of the Walter Canada Group who are responsìblo for

environmental and other regulatory matters have provided updates regarding the dlfficultles

associated with the b¡oreactor as well as the plans for repairs to the Minishy of Envlronment and

the Ministry of EnergY and Mines.

l.li0Â|.-l .l[¿6Hl¡?7 ú
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V. SEVERE RAINSTORM IN NORTHE¡STERN BRITISH COLUMBIA

100. As reported in the Second Azlz Affldavlt, the citieö of Tumbler Ridgo and Chetwynd and lhe

surrounding areas, lncludlng the Walter Canada Group mlnes located ln that area, were affected

by a severe rainstorrn ln June 2016. Certain roâds ln the area were washod out. There wâs some

damage to property owned or controltèd by lhe Walter Canada Group, lncludlng to one of the

rallway ll¡es servlclng tho Wllow Creelc Mine, The damage to the rallway llne was materlal and

the Walter Canada Group is ln the process of assesslng and addressing the damage, The Walter

Canada Group has informed its insurers of these mattcrs.

V¡. ENHANCED MON¡TOR's POWERS

r01 Followlng the Closing of the Asset Purchase Agreement, lt is anticipated that members of lhe

Walter Canada Group will no longer have any employees and all cunent employees will become

employees of the Purchaser, Accordingly, the accounting and other perêonnêl who normally

attend lo banking and olher acoountlng and admlnistrative matters, inoluding the preparatfon of

various reguired tax fillngs for some or atl membere of the Walter Canada Group, wlll bê

employed by the Purchâser. The transitlon sôrvlces agreement dlscussed above wlll address

some of theEe mattêrs.

102. Cerlaln matters are better handled by persons wlth duties to the Walter Canada Group. As suoh,

The Walter Canada Group ls requesting lhat this Honourable Court gränt certain addltlonal

powers to the Monltor to facllilate the colleotion of monles owed or owlng lo the Walter Qanada

Group and to facllltate the control of the Walter Canada Group's bank accounts (and the openlng

of new accounts).

VII, PJT ENGAGEMENT LETTER

.103, As descrlbed ln tho Second Azlz Affldavlt, the Walter Canada Group agreed to amend the PJT

Engagement Letter to address the fact that there wlll be no Chapter 7 proceedings in respect of

the Walter U.S. Group. Accordingly, the payment of lhe work fee by the Walter Canada Group

commenced upon closlng of the sale of the assets of ihe Walter U.S. Group. No other malerial

changes to the PJT Engagement Letler were made. A copy of the amended and regtated PJT

Engaggment Letter dated Aprll 1, 2016 (the "Arnended and Restated PJT Engagemont L€tter')

is attached âs Exh¡b¡t "c" to this Affidavit and a bfackllne showing the changes made to the

Amended and Restated PJT Engagement Letter ls attached as Exhibit "D" to this Aflidavit.
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VIII. STAY EXTENS¡ON

104. The Walter Canada Group was gränted protection from ihelr creditors under the CCAA pursuant

to the lnitial Order. Ths lnitial OrdEr granted, inter alla, a stay of proceedings until January 6,

2e16, or such later date as thls Honourable Court may order (the "Stay Perlod"). On January 5,

2016, this Honouraþle Court extended the Stay Perlod unt¡l and includlng AprilS, 2016. On March

30, Zq'16, this Honourable Court extended the Stay Perlod until and lncludlng June 24, 2016. On

Ju e 24,2010, this Honourable Court extended the Stay Perlod until and includlng August 19'

2016.

106. The Walter Canada Group has heen proceeding ln good faith and wllh due dlllgence to effect a

restructurlng under the CCAA, lnoluding by completing a sale pursuent to the S|SP, ln addltlon to

the activities outllned above and ìn my previous affldavlte, since my appolntment as CRO I have,

among other th¡ngs:

(a) Met wlth representatives of the Ministry of Energy and Mlnes and other government

representatìves to dlscuss the stâtus of the CCAA proceedings and the SISP ând

engaged in further discusslons and correspondenoe with government representatlves

regardlng various malters, including regarding the Succåssful Bid and the transfer of

certäln permlts to the Purchaser;

Met with other creditorg and lnterested parties to dlscuss the status of tho CCAA

proceedings end the SISP and certaln outgtanding clalms;

Facilítated dlscussions between the Purchaser and key stakeholders, lncludlng USW;

Congulted with stakeholders in the course of developing the proposed Glalms Process

Order, including the USW and its advlsors;

Obtalned new insuranco policles for the Walter Canade Group;

Attended to governance matters relatlng to the Walter U.K. Group (as deffned in the
January 5th Order);

Coniinued.to examlne optlons to maxlmlze the value of the Walter U.K. asseÌs;

Attended to various ongolng monltorinþ and other activlties to preserve the mine sites ln

care and maintenancei

Engaged wlth represontatlves of certain Flrst Nalions regarding certain matters;

Attended to Canada Revenue Agency audits; and

Negotlated the Asset Purchase Agreement;

(b)

(c)

(d)

(e)

(0

(e)

(h)

(t)

0)

(k)
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I 06. The extension of the Stay Period to Jahuary 17, 2017, is requested to allow the Walter Canada

Group lo complete both the Transactlon and also all steps contemplated by the Claims Process

order, with the exception of responding to and litigatlng any dlsputed Claims.

107 From my review of the current cash flow projectlons, I do verily believe that the Walter Canada

Group will have sufficient operatlng cash to conlinue operallons during the proposed extended

Stay Period.

108, lt ¡s my understanding that the Mon¡tor supports the extenslon of the Stay Period and willfle a

report attachlng cash flow forecasts that demonshate, subject to the assumptions more fully set

out in the report, that the Walter Canada Group has sufficlent liquidity to continue its operations

as currently conducted through to the end of the proposed extended stay period, including the

ongoing care and maintenance of lhe mines,

109. The Walter Canada Group has been acting ln good faith and with due dillgence ln these

proceedíngs,

110. lt is in the best intereste of the Walter Canada Group and all their stakeholders that the Stay

Period be extended to January 17,2017, to enable the Walter Ganada Group to complete the

Transaction and substantlally complete the steps contemplated in the Clalms Process Order.

ME at ihs,touln o[

in the ,o[ 201F. It*
)
)
)
)
)
)

ì,vtLLfAM E. AZIZ
and Notary

Publíc in the Province of Ontario

Pql¡íüì( Rlut¡qr
Lorru & l[tùu^1ÎJot.,-
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ScHEDULE "A"
Petitìoners

a

4,

1. Walter Canadlan Coal ULC

2, Wolverine Coal ULQ

Brule Coal ULC

Cambrlan Energybulld Holdlngs ULC

5, Wllfow Creek Coal ULC

6. Pine Valley Coal, Lld.

7. 0641237 B.C. Ltd.
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